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I g r a d u a t e d  f r o m  T e x a s  T e c h  U n i v e r s i t y  at 
L u b b o c k ,  Texas; A u g u s t  1956 w i t h  a B.S. d e g r e e  in 
P e t r o l e u m  E n g i n e e r i n g .

E x p e r i e n c e

F o l l o w i n g  g r a d u a t i o n  f r o m  c o l l e g e ,  I was 
e m p l o y e d  b y  G u l f  Oil C o r p o r a t i o n ,  U. S. in O k l a h o m a  a n d  
N e w  M e x i c o  for 13 y e a r s  in v a r i o u s  p r o d u c t i o n  and 
e n g i n e e r i n g  p o s i t i o n s .  I w o r k e d  as r o u g h n e c k ,  
r o u s t a b o u t ,  w e l l  t e s ter, e n g i n e e r i n g  tra i n e e ,  f i e l d  
p e t r o l e u m  e n g i n e e r  p r o d u c t i o n  f o reman, a n d  s e n i o r  
p e t r o l e u m  e n g i n e e r  d o i n g  r e s e r v o i r  a n d  u n i t i z a t i o n  
w o r k .

I a c c e p t e d  a p e t r o l e u m  e n g i n e e r i n g  p o s i t i o n  
w i t h  t h e  A l a s k a  D i v i s i o n  o f  O i l  and Gas ( D e p a r t m e n t  o f  
N a t u r a l  R e s o u r c e s )  in S e p t e m b e r  1969. In J a n u a r y  1977 
I g a i n e d  a t e m p o r a r y  p r o m o t i o n  to C h i e f  P e t r o l e u m  
E n g i n e e r  u n t i l  J u n e  1977 (5 m o n t h s ) .  F r o m  J u n e  1977 
u n t i l  A u g u s t  19 7 8  I w a s  s e n i o r  s t a f f  p e t r o l e u m  e n g i­
nee r .  In A u g u s t  1978 I w a s  p e r m a n e n t l y  p r o m o t e d  to 
C h i e f  P e t r o l e u m  E n g i n e e r ;  a n d  in J a n u a r y  19 7 9  I w a s  
a p p o i n t e d  to a s i x  y e a r  t e r m  as one of  t h r e e  C o m m i s­
s i o n e r s  to the A l a s k a  O i l  a n d  Gas C o n s e r v a t i o n  C o m m i s­
sion, r e t a i n i n g  the s a m e  d u t i e s  a n d  r e s p o n s i b i l i t i e s  as 
w i t h  the C h i e f ' s  p o s i t i o n  w h i c h  w a s  to s u p e r v i s e  the 
C o m m i s s i o n ' s  e n g i n e e r i n g  a n d  f i e l d  i n s p e c t i o n  staff.
In J a n u a r y  1985, I w a s  r e a p p o i n t e d  to a s e c o n d  s i x  y e a r  
t e r m  as a C o m m i s s i o n e r .

I h a v e  n o w  w o r k e d  for the S t a t e  f o r  o v e r  21 
y e a r s  a n d  h a v e  a t o t a l  o f  34 y e a r s  p e t r o l e u m  i n d u s t r y  
e x p e r i e n c e .
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( F in a l  F in d in g s  and  R e c o m m e n d a t io n s )

D e a r  C o m m iss io n e rs  S m ith  and  Jo h n s to n :

T h is  is the f in a l rep o rt o f  m y in ve stig a tio n  o f  the co m p la in t re c e iv e d  in  
F e b ru a ry  1990 ag a in st the A la s k a  O i l  and  G a s  C o n se rv a t io n  C o m m ission. T h e  
re p o rt d esc rib es  the a lle g a tio n s , in ve st ig a tive  a c t iv it ie s , f in a l f in d in g s  and  
re co m m e n d a tio n s . B e ca u se  o f  the in te re s t in  th is  issu e , a  copy o f  the re p o rt w il l  be 
sen t to the O ff ic e  o f  the G o v e rn o r , m e m b ers  o f  the A la s k a  L e g is la tu re , in te reste d  
c it ize n s  and  m e m b e rs  o f  the p re ss .

F o r  y o u r  co n ve n ie n ce , the fo llo w in g  b r ie f  o u tlin e  states the p r in c ip le  issues 
in vestig a ted  as w e ll as m y f in a l fin d in g s  an d  re co m m e n d a tio n s .

A L L E G A T I O N S  A N D  F IN D IN G S

T h e  c o m p la in t consists o f  tw o  a lle g a tio n s :

(1 )  T h e  co m m iss io n  has a cted  u n re a so n a b ly  in  p ro g re ss iv e ly  red u c in g  the o il 
an d  gas w e ll in sp e c tio n  p ro g ra m  to a  le v e l w h ich  co m p ro m ise s  the in ve stig a tive  and 
re g u la to ry  fu n c tio n  o f  the co m m iss io n .

F in d in g : P a r t ia l ly  Ju s t if ie d .

(2 )  T h e  co m m iss io n  has acted  u n fa ir ly  in  its  re p rim a n d  o f  th e  in sp e ctio n  
s ta f f  su p e rv iso r , M ic h a e l M in d e r , fo r  w r it in g  an. a n n u a l re p o rt c r it ic a l o f the cu rre n t 
le v e l o f w e ll in sp e ctio n s .

F in d in g : Ju s t if ie d .

S U M M A R Y  O F  T H E  IN V E S T IG A T IO N

M r. M in d e r 's  re p o rt , w r it te n  in  m em o  fo rm , s ta ted  the co m m iss io n  had 
w itn esse d  o n ly  2 7 %  o f the b lo w o u t p re ve n tio n  ( B O P )  e q u ip m e n t tests d u rin g  1989. 
T h is  w as co n tra ste d  w ith  an  8 5 %  ra te  w h e n  th e re  w e re  five  in sp e cto rs  em p lo yed  by 
the co m m iss io n . T h e  re p o rt gave  the s ta tist ics  o f  o th e r tests w itn e sse d  an a  stated ,* 
" A  la c k  o f  m a n p o w e r to g e th er w ith  b u d g etary  co n s tra in ts  have re d u ce d  o u r 
exp o su re  b oth  on the N o rth  S lo p e  and  p a rt ic u la r ly , in  the C o o k  In le t  f ie ld s ."
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M r. M in d e r  w as to ld  not to have the re p o rt tvped and  to re tr ie v e  rough d rafts 
g iven  to the in sp ecto rs . W h e n  he fa ile d  to co m p ly , l ie  w as re p rim a n d e d  in  w rit in g  
and  re lie v e d  o f a ll  su p e rv iso ry  duty .

T H E  A L A S K A  O I L  A N D  G A S  C O N S E R V A T I O N  A C T  (A S  31 .0 5 ) 
d escrib es  the co m m iss io n ; its p o w ers and d u tie s , and  its a b ility  to set reg u la tio n s  and 
e n fo rce  its o rd ers .

T h e  A la s k a  O il  and G a s  C o n se rv a tio n  C o m m iss io n  w as estab lish ed  in  1978, 
as an  in d ep en d en t, q u a s i- ju d ic ia l body w ith in  the E x e c u t iv e  B ra n c h  to ensu re  that 
o il and gas d r illin g , p ro d u ctio n , re se rv o ir  d e p le tio n  an d  m e te rin g  o p e ra tio n s a re  in 
co m p lia n ce  w ith  a p p licab le  sta tu tes . T h e  D e p a rtm e n t o f C o m m e rce  p ro v id es  
a d m in is tra tiv e  and  budgetary  ove rsig h t to the co m m iss io n  but is not in vo lved  in 
co m m iss io n  p o licy  m atte rs .

E a c h  o f  th ree  co m m iss io n e rs  is ap p o in ted  by the g o ve rn o r and  co n firm e d  by * 
the le g is la tu re  to a s ix-yea r te rm . T e rm s  m ay be su ccess ive  w ith o u t lim it . Qs.jxpfLoUjUtb- 1

A u th o r ity  is g iven  to the co m m iss io n  to  re g u la te  the d eve lo p m e n t and  
p ro d u ctio n  o f  o il and  gas in  o rd e r  to p ro h ib it the p h ys ica l w aste  o f  crude o il and  
n a tu ra l gas, p ro tec t the c o rre la t iv e  rights o f  o w n e rs  and  p ro v id e  fo r the m ax im u m  
re co ve ry  o f  o il and  gas.

T h e  co m m iss io n  p re sen tly  reg u la tes 1,551 p ro d u c in g  o il w e lls  and  133 
p ro du cing  gas w e lls  in  the sta te , an d  p ro cesses a p p ro x im a te ly  200 d r illin g  p e rm its  
and 1,000 w e ll re p a ir  and o th e r p e rm its  p e r  y e a r . A p p ro x im a te ly  five  n ew  w e lls  are  
exp ected  to be d r il le d  th is y e a r .

In  Ja n u a ry  1986, the co m m iss io n  assum ed  re sp o n s ib ility  fro m  the 
E n v iro n m e n ta l P ro te c tio n  A g e n c y  ( E P A )  fo r  th e  U n d e rg ro u n d  In je c t io n  C o n tro l 
( U I C )  p ro g ram . T h is  p ro g ram  is  designed  to p ro te c t u n d e rg ro u n d  so u rces  o f  
d r in k in g  w a te r . T h e re  a re  p re se n tly  569 w e lls  in  the p ro g ram . T h e  E P A  re q u ire s  
each  w e ll to be in sp ected  p r io r  to in je c tio n  and  a g a in  ev e ry  fo u r ye a rs .

T h e  co m m iss io n 's  re g u la tio n s  a re  fo u n d  a t 20  A A C  25 o f  the A la s k a  
A d m in is tra t iv e  C o d e . T h e  reg u la tio n s  d escrib e  the types o f  tests w h ich  the 
o p e ra to rs  m ust do and  w h ich  tests a re  su b je ct to  w itn ess  by the co m m iss io n . T h e  
co m m iss io n  has b ro ad  p o w ers to p re ve n t the escap e  o f  o il o r  gas, o r  the p o llu t io n  o f 
fresh  w a te r  su p p lie s , as w e ll as p re v e n t b lo w o u ts , cav ing s , seepag es and  tire s .

T h e  co m m iss io n 's  re g u la tio n s  co n c lu d e :

T h e  co m m iss io n  w il l  in  its  d isc re t io n , e x e rc ise  its  
s ta tu to ry  p o w e r to e n te r  and  co n d u ct on-site  
in ve stig a tio n s  and  in sp ectio ns a t re a so n a b le  tim es o f  
fa c il it ie s , e q u ip m e n t, p rac tice s , re co rd s , o r  o p e ra tio n s  
fo r the p u rp o se  o f  en su rin g  co m p lia n c e  w ith  the 
re q u ire m e n ts  o f  th is  ch ap te r.

I f  it is d e te rm in e d  th a t the re q u ire m e n ts  o f  th is ch a p te r 
a re  not being  m e t, the co m m iss io n  w il l  o rd e r  re m e d ia l 
w o rk  o r take  o th e r a ctio n  it  co n s id e rs  n e ce ssa ry .

C . V .  (C h a t )  C h a tte rto n , co m m iss io n  c h a irm a n  s in ce  1982, res ig n ed  d u rin g  
the co u rse  o f th is  in ve stig a tio n  due to illn e ss . M r . C h a tte rto n  d ied  on  O c to b e r 14,
1990. A  th ird  co m m iss io n e r has not yet b een  a p p o in te d .

Commissioners Smith and Johnston 2 -
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In  M r . C h a tte rto n 's  o p in io n , the o il and  gas s ta tu te  "p ro h ib it in g  p h ys ica l 
w aste ," w as w r it te n  to ad d ress eco n o m ic , ra th e r  th an  e n v iro n m e n ta l, issu es . H e  
sta ted  d u rin g  the in ve stig a tive  in te rv ie w s :

A S  3 1 .0 5 , p ro v id e s  the co m m iss io n  w ith  n e ith e r  the 
sp e c if ic  a u th o rity  fo r ; n o r does it  se t fo rth  as a  d uty , the 
in sp e ctio n  o f  b lo w o u t p re ve n tio n  e q u ip m e n t in s ta lle d  
o n  d r illin g  rigs in  A la s k a .

M r . C h a tte rto n  d esc rib ed  the s ta tu te  as p ro v id in g  o n ly  "ten uou s au th o rity ,"  
fo r the in sp e c tio n  p ro g ram . H e  sta tes the le v e l o f  in sp e ctio n s  is  a  d isc re t io n a ry  
d e te rm in a tio n  m ad e  by the co m m iss io n  an d  the c u rre n t  s ta f f  o f  th re e  in sp e cto rs  is 
ad eq u ate .

F o llo w in g  budget cuts in  1986, the  in sp e c tio n  s ta f f  d e cre a se d  fro m  f iv e  to 
th ree  and  has re m a in e d  a t th a t le v e l.

C h a t  C h a tte rto n  ag reed  tha t the re d u ce d  n u m b e r o f  in sp e c to rs  re su lte d  in  
fe w e r f ie ld  tests b e in g  w itn e sse d . H e  d id  n o t d isp u te  the fig u re s  in  M r . M in d e r's  
m em o , but sta te s th e  co m m iss io n  m a in ta in s  p u b lic  f ile s  an d  d id  n o t w a n t a  m em o  or 
o th e r d o cu m e n t in  w h ich  the co m m iss io n  "co nd em ns o u rse lve s" a v a ila b le  to the 
p ress o r the p u b lic .

C o m m iss io n e r  L o n n ie  S m ith  ag rees w ith  M r . C h a tte r to n  th a t M r . M n d e r  
b ro ad e n e d  an d  in c re a se d  the in sp e c t io n  p ro g ra m  b eyo n d  th e  sco p e  o f  the 
co m m iss io n 's  re sp o n s ib ility  an d  b eyo nd  its  b ud get.

M r . S m ith  says, "T h e  co m m iss io n  h as  n o t b e e n  m u ch  fo r  p u ttin g  th ings in  
w rit in g ."  T h e  o n ly  w r it te n  d ire c t iv e  is  a  m e m o  lis t in g  e ig h t typ es o f  in sp e ctio n s  to be 
done in  o rd e r . T h e  m em o  does n o t d e fin e  th e  p e rce n ta g e -01 tests to be w itn esse d , 
the fre q u e n cy  o f  in sp e ctio n s  o r  the d iv is io n  o f  th e  w o rk lo a d . T h e  p re se n t 
in ve stig a to r le v e l m ad e  it  im p o ss ib le  to co m p le te  a l l  item s o n  th e  u st. T h e  
c o m m iss io n  resp o n d e d  th at it  w as M r . M in d e r 's  re sp o n s ib ility  to  d e te rm in e  the 
m ethods to in c re a se  p ro g ram  e ffe c tive n e ss .

M r . S m ith  sta tes the in sp e c tio n  p ro g ra m  is  w e lco m e d  b y the o il in d u stry . T h e  
h igh p re ssu re  u n d e r w h ich  A la s k a n  w e lls  o p e ra te  an d  se v e re  c lim a t ic  co n d itio n s 
m ake  a  stro n g  f ie ld  p re se n ce  a d v isa b le .

C o m m iss io n e r  D a v e  Jo h n s to n , ap p o in te d  in  Ja n u a ry  1989, s ta te s  each  
co m m iss io n e r's  vo te  is  e q u a l b u t M r . C h a tte r to n  w as  "an  e x tre m e ly  stron g  
p e rso n a lity ,"  w h o  o fte n  re s is te d  a b ru p t ch an g e . M r . Jo h n s to n  d e sc rib e s  the 
co m m iss io n  as n ee d in g  change in  m a n y  a re a s  in c lu d in g  m a n a g e m e n t, s ta ff  m o ra le , 
e q u ip m e n t an d  o ff ic e  m a in te n a n ce .

M r . Jo h n s to n  sta te s M r . C h a t te r to n  sh o u ld  no t be so le ly  b la m e d  fo r the 
d e c lin e  in  the in sp e c tio n  p ro g ra m . M o re  im p o rta n t is th e  4 0 %  re d u c tio n  in  the 
co m m iss io n 's  o p e ra tin g  b ud get o v e r the p ast n in e  y e a rs .

M r . Jo h n s to n  m ad e  s e v e ra l suggestions fo r  im p ro v in g  the in sp e c tio n  
p ro g ra m : e xp a n d in g  co m p u te r c a p a b ility  fo r  g a th e rin g  d a ta ; p r io r it iz in g  the w o rk  
lo a d ; an d  h in n g  en o u g h  in sp e cto rs  to n o rm a liz e  the w o rk  h o u rs  an d  f ie ld  ro ta t io n .

F o rm e r  C o m m iss io n e r  H a r r y  K u td e r  c o n firm e d  th a t w ith  f iv e  in sp e cto rs , the 
co m m iss io n  w itn e sse d  a p p ro x im a te ly  8 5 %  o f  a l l  f ie ld  tests. H e  b e lie v e d  
M r . C h a tte r to n  m ust h ave  b een  m isq u o te d  in  te llin g  the o il co m p a n ie s  to be on  th e ir
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ho n o r. H e  sta ted  the co m m iss io n  is a  re g u la to ry  ag en cy and  m o n ito rin g  the in d ustry  
is a  p r im a ry  co m m iss io n  fu n c tio n .

R u s s e ll D o u g la ss  an d  B la i r  W o n d z e ll, s ta ff  e n g in ee rs , re ly  on  in sp e ctio n  d ata  
to va ry in g  d eg rees. M r . D o u g la ss  sta ted  M r . S m ith  w as in  the best p o sitio n  to d ecide  
the n u m b e r o f in sp e cto rs  n eed ed . M r . W o n d z e ll d escrib ed  the p re sen t n u m b e r o f 
in sp ecto rs  as ad eq u ate .

M ic h a e l M in d e r  sta tes he b ro ug ht m an y  o f  the in sp ecto r's  fru stra tio n s  to the 
co m m iss io n e rs ’ a tte n tio n , b ut w as not g iven  the a u th o rity  to e ffe c t change . T h e  
reg u la tio n s  re q u ire  the o il co m p an ie s  to n o tify  the co m m iss io n  o f  c r it ic a l tests; the 
co m p an ie s  exp e ct the co m m iss io n  to sen d  a n  in sp e cto r to the Field and  requested  
M r . M in d e r  g ive  th em  sch ed u lin g  in fo rm a t io n . T h e  in sp e ctio n  s ta ff  w as in ad eq u ate  
to fu lly  co m p ly  w ith  even  the firs t  ite m  o f p r io r ity  w o rk  and M r . M in d e r  w as u nab le  
to te ll the o il co m p an ie s  w h e n  o th e r w o rk  co u ld  be d e fin ite ly  sch ed u led .

T h e  in sp e cto rs  re p o rt fin d in g  e q u ip m e n t in s ta lle d  in c o rre c t ly  and  sa fe ty  
eq u ip m e n t in ca p a b le  o f  fu n c tio n in g . R ig  c rew s re ly  o n  the in sp e cto rs  to o rd e r 
co rre c tio n s  w h e n  the o p e ra to r m ay  h ave  ch o sen  to ig n o re  u n sa fe  co n d itio n s . O v e r  
the y e a rs , the in sp e cto rs  h ave  le a rn e d  w h ich  co m p an ie s  and  o p e ra to rs  a re  sa fe ty  
co n sc io u s an d  w h ich  a re  no t. T h o s e  w h o  a re  not re q u ire  m o re  v ig ila n t o b se rva tio n  
than  is p re se n tly  p o ss ib le .

T h e  co m m iss io n  h an d o u ts , la s t re v ise d  in  1987, a re  m is le ad in g  to the p u b lic . 
T h e y  d e sc rib e  v a r io u s  tests and  in sp e ctio n s  as b e in g  b o th  im p o rta n t and  re g u la r ly  
p e rfo rm e d . M a n y  o f  these a c t iv it ie s  h ave  b e e n  re d u ce d  to a  m a rg in a l le v e l and 
som e a re  not b e in g  done a t a ll . D u r in g  th is in ve st ig a tio n  p a rts  o f  the h an d o u t have  
b een  updated  and  the n ew  su m m a ry  is in c lu d e d  w ith  the f in a l re p o rt .

O th e r  sta te  d ep a rtm e n ts , in c lu d in g  E n v iro n m e n ta l C o n se rv a t io n , L a b o r  and  
N a tu ra l R e so u rc e s  h ave  v a r io u s  re g u la to ry  fu n c tio n s  o n  the o il r ig s . A l l  o f  them  re ly  
h e a v ily  o n  the co m m iss io n . N o n e  h ave  the s ta ff , e xp e rtise  o r re sp o n s ib ility  fo r 
testing  o r in sp e ctin g  su b su rface  e q u ip m e n t. B i l l  V a n  D y k e , p e tro le u m  m an ag er fo r 
the D e p a rtm e n t o f  N a tu ra l R e s o u rc e s  ( D N R ) ,  D iv is io n  o f  O i l  and G a s  su m m a rize s  
the p o s it io n  o f  these  ag en c ie s :

I  c e r ta in ly  th in k  so m e ag en cy  sh o u ld  do the in sp e ctio n s 
o f  the o il rigs, and  the co m m iss io n  is in  a  lo g ica l 
p o s it io n  to do so . I f  s p e c if ic  p ra c tic e s  and  eq u ip m e n t 
a re  im p o rta n t enough to be id e n t if ie d  in  the 
c o m m ission 's  re g u la tio n s , th en  th ey  sh o u ld  be en fo rce d  
an d  in sp e cte d .

R e p re s e n ta t iv e  K a y  B ro w n , d ire c to r  o f  D N R 's  D iv is io n  o f  O i l  and  G a s  fro m  
1982 to 1986, s ta te s  the co m m iss io n  co u ld  m a k e  b e tte r  use o f  its  p e rso n n e l and has 
o th e r budget o p tio n s  th an  cu ttin g  the in sp e c tio n  s ta ff .

T w o  fe d e ra l ag en c ie s a lso  re g u la te  o il an d  gas w e lls  in  A la s k a . T h e  U .S . 
B u re a u  o f  L a n d  M a n a g e m e n t has o ve rs ig h t fo r a p p ro x im a te ly  150 w e lls  on  fed e ra l 
lan d . T h e  U .S . M in e ra ls  M a n a g e m e n t S e rv ic e  o ve rse es  o ff-sh o re  w e lls  in  fe d e ra l 
w a te rs . T h e s e  ag en c ie s  w itn ess  1 0 0 %  o f  the b lo w o u t p re v e n t io n  tests in  A la s k a .
B o th  ag en c ie s  ag ree  a  h igh v is ib il ity  in  the f ie ld  is c r it ic a l to co n tin u e d  safe  
o p e ra t io n :

W ith  an y  less than  a  5 0 %  in sp e c tio n  ra te , you  don't stay  
o n  top o f  th ings an d  the o p e ra to rs  get la x . T h e  B u re a u 's  
g o a l n a t io n a lly  is to w itn e ss  8 5 %  ot the B O P  tests an d
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100%  o f  a l l  w e ll p lugg ing  an d  ab an d o n m e n t o p e ra tio n s .
S a fe ty  v a lv e  tests a re  a  th ird  p rio r ity .

C a n a d a ’s o il and  gas in d u stry  sh a res  m any o p e ra tio n a l and  c lim a t ic  
s im ila r it ie s  w ith  A la s k a . F o r  th is rea so n  in q u iry  in to  the fu n c tio n  and p ro ce d u re  o f  
the E n e rg y  R e so u rc e s  C o n se rv a t io n  B o a rd  ( E R C B ) ,  A lb e rta , is p a rt ic u la r ly  
a p p lica b le  to th is in ve stig a tio n .

W il l ia m  G .  R e m m e r , m an ag er o f  F ie ld  O p e ra t io n s  rep o rts  that 1 0 0 %  o f 
c r it ic a l, h ig h  flo w , h igh p re ssu re  o r u n u su a lly  deep  w e lls  a re  in sp e cte d  and a ll 
c r it ic a l tests w itn e sse d . T h is  c r ite r ia  a lso  a p p lie s  to a ll  w e lls  in  e n v iro n m e n ta lly  
sen s it ive  a re a s . A  m in im u m  o f two in sp ectio n s a re  done on e a ch  n ew  w e ll.

T h e  E R C B  p ro ced u res  used in  red u c ing  th e  test fa ilu re  ra te  on b lo w o u t 
e q u ip m e n t fro m  a  h igh o f  4 3 %  to the p re sen t 6 .4 %  a re  fu lly  d e sc rib e d  by 
M r . R e m m e r  and  in c lu d e  h eavy  em p h asis  on  in d u stry  aw are n e ss  o f the ag en cies 
re q u ire m e n ts , in vo lve m e n t o f  in d u stry  re p re se n ta tive s  in  se lf- re g u la tio n  and 
a ck n o w le d g e m e n t o f  p ro b le m  a re as .

E n fo rc e m e n t  by the agency is stron g  and  a  r ig  m ay be sh u t d ow n  fo r 
n o n co m p lia n ce . C o m p a n ie s  and  o p e ra to rs  co n tin u in g  to have p ro b le m s a re  
su b je cte d  to in c re a se d  in sp e ctio n s an d  even  c lo se r  sc ru tin y .

In  C a lifo rn ia , re g u la to ry  e n fo rce m e n t has b e e n  re tu rn e d  to the sta te . T h e  
D e p a rtm e n t o f  C o n se rv a t io n , D iv is io n  o f  O i l  an d  G a s  m a in ta in s  s ix  f ie ld  o ffice s . 
In sp ec to rs  w itn e ss  1 0 0 %  o f  in it ia l B O P  tests and  w e ll ab an d o n m e n t o p e ra tio n s . 
Q u a r te r ly  re p o rts  by d is tr ic t  p ro v id e  d e ta ile d  s ta t is t ic a l an a ly s is  o f  a ll  tests, 
in sp e ctio n s an d  re su lts .

T h e  re p o rt a lso  d iscusses the p o s it io n  the D e p a rtm e n t o f  C o m m e rce  to o k  in  
re p o rtin g  to tne new s m e d ia  tha t it  h ad  in d e p e n d e n tly  exam in ed  the ad eq u acy  o f  the 
in sp e c tio n  p ro g ra m .

A N A L Y S IS

I f  the  co m m iss io n  co n tin u e s  in  its p re se n t fo rm , m o d e m  e ffe c tive  
m an ag em e n t an d  a  te am  b u ild in g  a p p ro ach  is  n e e d e d . R o ta t io n  o f  the 
c h a irm a n sh ip  sh o u ld  a lso  be co n s id e re d .

A n y  q u e stio n  reg a rd in g  the "tenuous a u th o rity "  o f  the co m m iss io n  to reg u la te  
in  a re as  o f  h u m a n  sa fe ty  o r e n v iro n m e n ta l in te g rity  m u st be re m o ve d  by the 
g o v e rn o r an d  the  le g is la tu re . T h e  co m m iss io n 's  p o s it io n  th a t it  h as  u n lim ite d  
d is c re t io n a ry  la t itu d e  in  re d u c in g  th e  in sp e c tio n  p ro g ra m  is un .e n a b le . P u b lic  
a w a re n e ss  an d  c o n c e rn  m u st b e  re f le c te d  in  its  re g u la to ry  ag en c ie s . In c re a se d  
v ig ila n c e  o v e r  in d u s try  is need ed  even  as in c re a se d  s e lf  re g u la tio n  is  sought.

T h ro u g h  m e a su ra b le  c r ite r ia , in c lu d in g  n u m e r ic a l and  s ta t is t ic a l goa ls , the 
co m m iss io n  m u st b eco m e  m o re  a cco u n ta b le  th an  it  is  a t p re s e n t  R e in s ta t in g  
q u a rte r ly  and  a n n u a l re p o rts  w o u ld  p ro v id e  in d u stry , g o ve rn m e n t an d  the p u b lic  
w ith  m e a su re m e n t too ls  n ece ssa ry  to e v a lu a te  the p e rfo rm a n ce  o f  the co m m iss io n .

B y  the re g u la to ry  stan d ard s e stab lish e d  in  C a n a d a , C a lifo rn ia  and  o th e r 
s ta te s, A la s k a  fa ils  fa r  sh o rt o f  p ro v id in g  a  v ia b le  re g u la to ry  p re se n ce  in  f ie ld  sa fe ty . 
It  is e v id e n t th a t th re e  in sp e cto rs  is  in a d e q u a te . T h e  n u m b e r o f  d o cu m en ted  h o u rs 
w o rk e d  is e x ce ss iv e . T h e  in sp e cto rs  a re  u n ab le  to c o v e r  e m erg en c ie s  and  rece ive  
in a d e q u a te  d ire c t io n  in  se ttin g  p r io r it ie s . F ie ld  re p o rts  by the in sp e cto rs  a re , by
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necessity , cu rso ry  an d  la c la n g  in  c r it ic a l a n a ly s is . T h e re  is too lit t le  tim e fo r tra in in g  
eve n  though the f ie ld  is  ra p id ly  chang ing .

T h o s e  g a in s in  in d u stry  co m p lia n ce  and  co o p era tio n  ach ie ve d  th rough  a  
strong  fie ld  p re sen ce  a re  in  danger o f  e ro d in g  w ith  d ec lin in g  su rv e illa n c e . A lth o u g h  
budget re d u ctio n s  h ave  b een  se ve re , the co m m iss io n  has b een  la *  in  req u esting  new 
p o sitio n s o r e q u ip m e n t. T h e  co m m iss io n  has not strong ly d o cu m en ted  e ith e r  its 
bud getary  needs o r the expected  re su lts  o f a  la rg e r  budget.

In v e s tig a t io n  sup p o rts  the co n c lu s io n  th at the co m m iss io n  has k no w in g ly  
a llo w e d  both  the le v e l an d  k in d  o f  in sp e ctio n s to d e c lin e  o ve r a n  exten d ed  p erio d  o f 
t im e . M r . M in d e r 's  a n n u a l re p o rt o b jected  to the d e c lin e . T h is  m em o  and  o thers 
he w ro te  c o n t in u a lly  b ro ught the re su lts  o f  th is  d e c lin e  to the co m m iss io n 's  
a tten tio n .

A lth o u g h  M r . M in d e r  sh o u ld  not h ave  d is tr ib u te d  a  d ra ft o f  the re p o rt to the 
in sp e ctio n  s ta ff , th e re  is  no fu rth e r  ev id en ce  o f  w rongdo ing  o n  M r . M in d e r's  p a rt. 
M r . M in d e r's  jo b  d e sc r ip tio n  re q u ire d  h im  to b rin g  th is in fo rm a t io n  to the 
co m m iss io n e rs ' a tte n tio n  and  he acted  w ith in  h is jo b  d e sc rip tio n  in  d em an d in g  to 
have the m em o  typed an d  sub m itted  to h is su p e rv iso r  and  the o th e r co m m iss io n e rs .

D u r in g  th is in ve st ig a tio n  the suggestion  w as  ra ised  tha t the co m m iss io n 's  
re g u la to ry  fu n c tio n s  be tra n s fe rre d  to a n o th e r agency . T h a t  d e c is io n  w o u ld  
n e ce ssa r ily  co n s id e r m an y  fu n ctio n s o f  the co m m iss io n  not ad d ressed  by th is 
in ve stig a tio n . T h e  re co m m e n d a tio n s  w i l l  a ssist th e  co m m iss io n  in  its p re se n t fo rm  
and  sh o u ld  assist p o lic y  m a k e rs  co n s id e rin g  o th e r  o p tio n s .

RECOMMENDATIONS AND FINDINGS

D u r in g  the in ve st ig a tio n , M r . Jo h n s to n  an d  M r . S m ith  began  id e n tify in g  
co m m iss io n  p ro g ram s to be stren g th en ed  and  b eg an  d ra ftin g  w rit te n  p r io r it ie s  and 
exp e cta tio n s  fo r  the in sp e c tio n  p ro g ra m . T h e  co m m iss io n e rs  w e re  can d id  and 
co o p e ra t ive  d u rin g  th is in ve st ig a tio n  and  ag ree d  w ith  m any o f  the re co m m e n d a tio n s .

T h e  re co m m e n d a tio n s  and  the ag ency re sp o n se  to e ach  fo llo w s :

( 1 ) I  re co m m e n d  th at the A la s k a  G a s  an d  O i l  C o n se rv a t io n  C o m m iss io n  
d e ve lo p  a  co m p re h e n s iv e  m iss io n  s ta te m e n t w h ich  d e fin e s  the ro le  and 
s ta tu to ry  re sp o n s ib ility  o f  the agency .

A g e n c y  R e s p o n se :

W e  b e lie v e  such  a  m iss io n  s ta te m e n t is  c le a r ly  
a r t ic u la te d  in  the co m m iss io n 's  b ud g et su b m itta l fo r  
F Y '9 2 ,  as w e ll as se t ou t in  the g o ve rn in g  sta tu tes and 
re g u la tio n s  o f  the co m m iss io n . T h a t  sta te m e n t fo llo w s :

"T h e  A la s k a  O i l  and  G a s  C o n se rv a t io n  C o m m iss io n  is 
a n  in d e p e n d e n t q u a s i- ju d ic ia l a g en cy  se t up by the 
L e g is la tu re  to e n fo rce  A la s k a  O i l  and  G a s  
C o n se rv a t io n  A c t  (/VS 3 1 .0 5 ). T h e  co m m iss io n  o ve rsees  
o il an d  gas d r illin g , d e ve lo p m e n t an d  p ro d u ctio n , 
re s e rv o ir  d e p le t io n  an d  m e te rin g  o p e ra tio n s  on  a l l  lan ds 
su b je c t to the state 's p o lice  p o w ers . T h e  co m m iss io n  
acts  to p ro h ib it  the p h ys ica l w aste  o f  c ru d e  o il and  
n a tu ra l gas, to p ro tec t the c o rre la t iv e  rights o f  m in e ra l 
in te re s t o w n e rs , and to  o b ta in  the m a x im u m  u lt im a te
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re c o v e ry  o f  o il and  gas th at is p ru d e n tly  p o ss ib le . T h e  
co m m iss io n  le v ie s  fin es  fo r v io la t io n s  o f  the sta tu tes, 
reg u la tio n s  o r o rd ers  o f  the co m m iss io n , and  w il l  see k  
in ju n c tiv e  re l ie f  to stop co n tin u in g  v io la t io n s .

T h e  co m m iss io n  a lso  is re sp o n s ib le  fo r ad m in is te r in g  
the U n d e rg ro u n d  In je c t io n  C o n t r o l (U IC )  p ro g ram  fo r 
o il an d  gas w e lls  in  A la s k a . T h e  U I C  p ro g ram  is 
a u th o rize d  by the U .S .  E n v iro n m e n ta l P ro te c tio n  
A g e n cy  u n d er the S a fe  D r in k in g  W a te r  A c t  o f  1974, as 
am e n d e d . In  ad d itio n , the co m m iss io n  acts as A la s k a 's  
ju r is d ic t io n a l agency to d e te rm in e  w e ll ca teg o ries  fo r  
m eetin g  the m ax im u m  la w fu lp r ic e  fo r gas u n d e r the 
N a tu ra l G a s  P o lic y  A c t  o f  1978, an d  to ap p ro ve  
a p p lica tio n s  as m eetin g  the re q u ire m e n ts  o f the U .S .
T re a s u ry  fo r a  q u a lif ie d  te rt ia ry  re c o ve ry  p ro je c t . I t  a lso  
se rve s  a n  a d ju d ica to ry  fo ru m  fo r  reso lv in g  d ispu tes 
b e tw een  the o il and  gas in d u stry ."

(2 )  I  re co m m e n d  that the  A la s k a  G a s  an d  O il  C o n se rv a t io n  C o m m iss io n  
e stab lish  m e asu rab le  goals and  o b je c tive s  to assist the a d m in is tra t io n  
and  the s ta f f  in  fu lf il l in g  the m iss io n  sta te m e n t an d  the agency's 
re sp o n s ib ilit ie s .

A g e n c y  R e sp o n se :

A g a in , w e w il l  tu rn  to o u r F Y '9 2  budget su b m itta l to 
p ro v id e  a  basis  fo r m eetin g  th is  re co m m e n d a tio n s . T h e  
co m m iss io n  in c lu d ed  n in e  o b je c tive s  and p e rfo rm a n ce  
m e asu re s  in  its budget. W e  w il l  e xa m in e  these  
s tan d a rd s  in  lig h t o f  y o u r  re p o rt an d  m ak e  a p p ro p ria te  
re v is io n s , i f  n e ce ssa ry . A t  a  m in im u m , e x tra  d e ta il w il l  
be p ro v id e d  to a id  th e  s ta f f  in  d e te rm in in g  h o w  these  
o b je c tive s  an d  p e rfo rm a n ce  m e a su re s  a re  to be 
ach ie ve d .

(3 )  I  re co m m e n d  th at the A la s k a  G a s  a n d  O i l  C o n se rv a t io n  C o m m iss io n  
d eve lo p  a ccu ra te  in te rn a l s tan d a rd s  to  a id  in  m e a su rin g  the p e rfo rm an ce  
o f  in d iv id u a l s ta f f  and  the agency as a  w h o le .

A g e n cy  R e s p o n se :

P e rfo rm a n c e  stan d ard s a lre a d y  e x is t  fo r  a i l  s ta ff .
H o w e v e r , w e  w il l  im m e d ia te ly  co m m e n ce  a  re v ie w  o f  
th e  c u rre n t  s tan d a rd s  fo r  each  e m p lo ye e , an d  m a k e  
ch an ges w h e re  n eed ed . T h is  re v ie w  w il l  be done in  
c o n su lta t io n  w ith  the em p lo ye e . E a c h  em p lo yee  w il l  be 
aske d  to re v ie w  h is  o r  h e r  s ta n d a rd s , and  w il l  be 
e n co u rag ed  to p ro v id e  suggestions an d  co m m en ts  o r  to 
se e k  c la r if ic a t io n  as a p p ro p ria te . O u r  goal w i l l  be to 
p ro v id e  each  em p lo yee  w ith  re a l is t ic , u n d e rstan d ab le  
and  a c h ie v a b le  s tan d a rd s  w ith in  s ix  m o n th s . T h e s e  
s ta n d a rd s  w il l  then  be used  to gauge em p lo yee  
p e rfo rm a n ce  fo r a n n u a l e v a lu a t io n  o r d is c ip lin a ry  
p u rp o ses .
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(4 )  I  re co m m e n d  th a t the A la s k a  G a s  and O il  C o n se rv a t io n  C o m m iss io n  
p ro m o te  p e rso n n e l p o lic ie s  w h ich  enco urag e  a l l  s ta ff  to p ro vide  
co n stru c tive  c r it ic is m  and  suggestions to im p ro ve  agency fu nctio n in g .

A g e n cy  R e sp o n se :

In fo rm a lly , th is is a lre a d y  b e ing  done, and  p o sitive  
re su lts  a re  b e ing  o b ta in ed . F o r  exam p le , as w e m ove 
c lo se r to co m p u te r au to m atio n , a ll s ta ff  a re  being  
en co u rag e  to co n s id e r w ays to im p ro ve  th e ir  o ffice  
fu n c tio n s  th rough  co m p u te riza t io n ; tra in in g  w il l  be 
p ro v id ed  w h e re  a p p ro p ria te . A lso , the p e tro le u m  
in sp e ctio n  s ta ff  h ave  a lre a d y  m ade re co m m e n d a tio n s  
fo r  w ays to im p ro ve  the p ro g ram , and th ey  w il l  be 
fu rth e r  co n su lted  as we p ro gress .

T h is  op enn ess p o licy  w i l l  ex ten d  to s ta ff  m eetin gs, w h ich  
w il l  be h e ld  m o re  fre q u e n tly  to e x p la in  co m m iss io n  
a c t iv it ie s  an d  p o lic y  d ec is io n s . S ta ff  w il l  a lso  be 
e n co u rag ed  to p ut suggestions in  w rit in g  and  to p ro v id e  
b ackg ro u n d  in fo rm a t io n  a lo n g  w ith  th e ir  a n a ly s is  o f  the 
p ro b le m . T h e  co m m iss io n e rs  w il l  re p ly  in  k in d  as 
a p p ro p ria te . T h is  p o licy  w i l l  be fo rm a lize d  a t the 
co n c lu s io n  o f  th is in ve stig a tio n .

(5 )  I  re co m m e n d  th at the A la s k a  G a s  and  O il  C o n se rv a t io n  C o m m iss io n  
p ro v id e  a  fo rm a lize d  g rie v a n ce  p rocess in  w h ich  s ta ff  m ay  rece ive  an  
im p a rt ia l re v ie w  o f  an y  n eg ative  p e rso n n e l a c t io n  by a n  o b jective  th ird  
p a rty  w ith in  the agency .

A g e n cy  R e sp o n se :

T h is  v e h ic le  is a lre a d y  in  p la ce  fo r o u r g e n e ra l 
g o ve rn m e n t b a rg a in in g  u n it  em p lo yees. O u r  exem p t 
s ta ff , on  the o th e r h an d , a re  co vered  by the state 's 
p e rso n n e l ru le s .

T o  the e x ten t th a t it  is p o ss ib le , h o w e ve r, w e w il l  use 
o u r ex is tin g  s tru c tu re  to a ch ie ve  an  o b je c tiv e  th ird  p a rty .
W e  w il l  issue  a n  in te rn a l w r it te n  p o licy  tha t sta tes i f  an  
em p lo ye e  has a  g rie v a n ce  he o r sne w il l  be aske d  to 
d e a l d ire c t ly  w ith  the im m e d ia te  su p e rv iso r . I f  the 
p ro b le m  is no t re so lve d  a t th a t leve  
w i l l  be en co u rag ed  to b rin g  the pro 
o f  th e  co m m iss io n e rs . I f  th e  im m e d ia te  su p e rv iso r is 
o n e  o f  the co m m iss io n e rs , th en  the o th e r tw o 
co m m iss io n e rs  w i l l  be a ske d  to ad d ress the p ro b le m .

, th en  the em p lo yee  
j le m  to the a tte n tio n

( 6 )  I  re co m m e n d  th at the A la s k a  G a s  and  O i l  C o n se rv a t io n  C o m m iss io n  
re v ise  the F Y 9 2  budget req u est using  "Z e ro  B ase d " budget techn iq ues to 
d e te rm in e  the agency's a c tu a l needs as d e fin e d  by the m iss io n  sta tem ent, 
sta te  law  an d  c u rre n t re g u la tio n s . U s e  that in fo rm a t io n  to fin a lize  the 
b udget su b m itte d  fo r  the g o ve rn o r’s co n s id e ra tio n  an d  d iscu ss ions with 
the le g is la tu re .
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A g e n c y  R e s p o n se :

T h e  co m m iss io n  su b m itte d  its  F Y '9 2  budget to the 
D e p a rtm e n t o f  C o m m e rc e  p e r the d ep artm en t's  
in s tru c tio n s  and  p o lic ie s  p r io r  to re c e iv in g  th is re p o rt .
In  th a t b udget, the co m m iss io n  re q u e s te d  two 
in c re m e n ts . T h e  f irs t  in c re m e n t is fo r  $242 ,600 . I t  w il l  
a llo w  the co m m iss io n  [to ] h ire  an  a d d it io n a l tw o 
in sp e cto rs , p ro v id e  a n o th e r v e h ic le  fo r  th e ir  u se  o n  the 
N o rth  S lo p e , and  p a y  fo r  t r a v e l ,p e r  d ie m  and tra in in g  
costs. T h e  se co n d  in c re m e n t is fo r $30 ,000 . I t  w i l l  fu nd  
n ece ssa ry  b u ild in g  m a in te n a n ce , su ch  as p ro v id e  n ew  
p a in t and  ca rp e tin g  an d  sew e r and  h eating  re p a ir .
M o n e y  w il l  a lso  be d ire c te d  to w ard  secu rin g  a  g ro u n d  
m a in te n a n ce  co n trac t.

O v e r  the co u rse  o f  the co m in g  y e a r , as w e  e x a m in e  each  
p ro g ra m  im p le m e n te d  b y the co m m ission, w e w i l l  a lso  
e xa m in e  fu nd in g  re q u ire m e n ts . R e v is io n s  to the budget 
w il l  be req u este d  w h e n  and w h e re  a p p ro p ria te .

(7 )  I  re co m m e n d  that the A la s k a  G a s  and  O il  C o n se rv a t io n  C o m m iss io n  re ­
e x a m in e  the agency's a c t io n s  to w ard  M r . M in d e r  in  lig h t o f the find ings 
an d  re co m m e n d a tio n s  o f  th is  in ve st ig a tio n .

A g e n c y  R e sp o n se :

T h e  co m m iss io n  re lie s  h e a v ily  o n  its  su p e rv iso ry  s ta f f  to 
s tru c tu re  as good a  p ro g ra m  as p o ss ib le  g iven  its  lim ite d  
fu n d in g . I t  is  now  c le a r  th a t M r . M in d e r  sh o u ld  h a ve  
re c e iv e d  a d d it io n a l su p e rv iso ry  tra in in g  b efo re  b e in g  
g ive n  p ro g ra m  re sp o n s ib ility . U n fo rtu n a te ly  th is  w as 
not d o n e , an d  the co m m iss io n  m u st assum e 
re sp o n s ib ility  fo r  th is fa ilu re . B u t , re tu rn in g  
M r . M in d e r  to su p e rv iso ry  ca p a c ity  a t  th is tim e is  no t an  
a p p ro p r ia te  rem ed y  to th is  p ro b le m .

In s te a d  the co m m iss io n  w il l  g ive  M r . M in d e r  exp an d ed  
re sp o n s ib ility  to d e ve lo p  a  co m p u te r tra ck in g  p ro g ra m  
to use in  th e  p e tro le u m *in sp e ctio n  p ro g ra m . In  
a d d it io n , he w il l  be ta rg eted  fo r  su p e rv iso ry  tra in in g , as 
w e ll as p ro g ra m  d e ve lo p m e n t an d  co m m u n ica t io n  
in s tru c t io n .

M o re o v e r , the e n t ire  s ta f f  w il l  be se t u p  on a  tra in in g  
sch e d u le , w h ich  w il l  a l lo w  a ll e m p lo ye e s  to h ave  so m e  
tra in in g  in  those a re a s  w h e re  a  need  ex ists . T h e  
co m m iss io n  w il l  a lso  co n tac t the E n e rg y  R e so u rc e s  
C o n se rv a t io n  B o a rd  in  A lb e r ta  to o b ta in  a d d it io n a l 
in fo rm a t io n  ab o u t th e ir  in sp e ctio n  p ro g ram . W e  a lso  
p la n  to b eco m e m o re  in vo lve d  w ith  th e  In te rs ta te  O i l  
C o m p a c t  C o m m iss io n  ( I O C C ) ,  an d  h ave  a lre a d y  
a tte n d e d  a  re c e n t m e etin g  o f  the I O C C  e xe cu tive  
co m m itte e .

T h e  fin d in g s an d  re co m m e n d a tio n s  c ited  ab o ve  w il l  n o w  re m a in  the find ings 
and  re co m m e n d a tio n s  o f  re co rd  in  th is  c a ie .
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Y o u  h ave  ag ree d  to im p le m e n t the reco m m en d atio n s to va ry in g  degrees. 
A d d it io n a l ch an ges an d  m e asu rab le  stan dard s ap p lica b le  to the in sp e ctio n  p ro gram  
h ave  yet to be fu lly  id e n t if ie d . F u r th e r , such  changes a w a it a d d it io n a l fund ing  to 
en ab le  fu ll  im p le m e n ta t io n . B a se d  o n  the com m ission 's co m m itm en t to strengthen  
the in sp e c tio n  p ro g ra m  and  im p ro ve  its p e rso n n e l m an ag em en t system , I  f in d  the 
d isp o s it io n  o f  tn is case  to be p a rt ia lly  re c tif ie d  at th is tim e.

I  a p p re c ia te  the can d id  and co o p era tive  a ttitu d e  m a in ta in e d  by the 
co m m iss io n  th ro u g h o u t th is  in ve stig a tio n . T h e  a d d it io n a l in fo rm a tio n  p ro v id ed  in  
y o u r w r it te n  resp o n se  to the p re lim in a ry  rep o rt w as m ost h e lp fu l. P le a se  do not 
h es ita te  to co n ta c t A ss is ta n t O m b u d sm an  D ia n e  S h r in e r  o r m e i f  you  have questions 
o r co m m en ts  reg a rd in g  the f in a l rep o rt.

S in ce re ly ,

D u n c a n  C . F o w le r  
O m b u d sm an

D M 5 :p jc
E n c lo su re
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Su b ject: O i l  and G a s  C o n se rv a t io n  C o m m iss io n  in ve st ig a tio n

D e s p ite  be ing  the  top o il-p ro d u c in g  sta te  in  the  co u n try , A la s k a ’s re g u la tio n  
o f o il- fie ld  sa fe ty  is  lagg ing  fa r  b e h in d  that o f  o th e r  s ta tes and  n e ig h b o rin g  C a n a d a , 
a cco rd ing  to  an  in ve st ig a tio n  re le a s e d  by the O ff ic e  o f  the O m b u d sm a n  today.

T h e  35-page in v e st ig a tio n  o f  th e  A la s k a  O i l  an d  G a s  C o n s e rv a t io n  
C o m m iss io n  foun d  th a t budget an d  s ta f f  re d u c tio n s  h u rt  the c re d ib il ity  o f  the 
com m iss io n 's  o il and  gas w e ll in sp e c t io n  p ro g ra m  an d  co m p ro m ise d  the in ve st ig a tive  
and re g u la to ry  fu n c tio n  o f  the co m m iss io n .

In  the re p o rt , O m b u d sm a n  D u n c a n  F o w le r  fo u n d : "B y  th e  re g u la to ry  
stand ard s estab lish ed  in  C a n a d a , C a l i fo r n ia  an d  o th e r  sta te s , A la s k a  fa lls  fa r  sh o rt 
o f p ro v id in g  a v ia b le  re g u la to ry  p re se n ce  in  f ie ld  sa fe ty ."

T h e  rep o rt a lso  fou n d  the co m m iss io n  a c te d  u n fa ir ly  in  its  re p r im a n d  o f  the 
in sp e ctio n  s ta ff  su p e rv iso r , M ic h a e l M in d e r , w h o  w ro te  a  m e m o  c r it ic a l  o f  the 
cu rre n t le v e l o f  w e ll in sp e ctio n s .

M in d e r 's  m e m o  w a rn e d  th e  co m m iss io n  th a t re d u c in g  th e  n u m b e r o f  
in sp ecto rs  fro m  f iv e  to th re e  w a s  h a v in g  a  se r io u s  e ffe c t  on so m e sa fe ty  p ro g ram s. 
O n ly  27 p e rc e n t o f  the b lo w o u t p re v e n t io n  e q u ip m e n t tests d u rin g  1989 w e re  
w itnessed  by co m m iss io n  in sp e c to rs . T h a t  co m p a re d  to a n  85 p e rc e n t  ra te  w h en  
there  w e re  f iv e  in sp e c to rs  on the  jo b .

" A  la c k  o f  m a n p o w e r to g e th e r w ith  b u d g e ta ry  co n stra in ts  h a v e  re d u ce d  o u r 
exposure  b oth  o n  th e  N o rth  S lo p e  a n d  p a r t ic u la r ly  in  the  C o o k  In le t  f ie ld s ,"  M in d e r  
sa id  in  h is  m em o .

T h e  co m m iss io n 's  re a c t io n  w a s  to te ll M in d e r  n o t to h a ve  th e  re p o rt typed 
and to re tr ie v e  rough  d ra fts  g ive n  to  th e  in sp e c to rs . W h e n  h e  fa ile d  to  co m p ly , h e  
w as re p r im a n d e d  in  w r it in g  and  re l ie v e d  o f  h is  s u p e rv is o ry  d uty .

T h e  A la s k a  O i l  an d  G a s  C o n se rv a t io n  C o m m is s io n  w as  e s ta b lish e d  in  1978 
to reg u la te  the d e ve lo p m e n t and  p ro d u c t io n  o f  o i l  a n d  gas an d  to e n su re  co m p lia n ce  
w ith  in sp e ctio n  and  sa fe ty  sta tu tes . I t  is  a n  in d e p e n d e n t a rm  o f  th e  A la s k a  
D e p a rtm e n t o f  C o m m e rc e  and E c o n o m ic  D e v e lo p m e n t , w h ich  p ro v id e s
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adm inistrative and budgetary oversight, bu t is n o t involved in com m ission policy 
m atters. M em bers o f th e  com m ission a re  appo in ted  by th e  governor and confirm ed 
by the legislature to six-year term s. T erm s m ay b e  successive and  w ithout limit.

T h e  th ree-m em ber com m ission and staff o f 18 a re  responsib le for regulating 
1,551 producing oil wells and 133 producing gas wells in  A laska. T h e  commission 
also processes abou t 200 drilling perm its and 1,000 well re p a ir  and  o ther perm its 
each year. A bout five new wells are  expected to be  drilled  this year. The 
com m ission also has responsibility for the U nderground  In jection  C ontrol program , 
designed to  p ro tect underground sources o f drinking w ater.

D esp ite  this high degree o f responsibility, the com m ission has suffered a 40 
percen t reduction  in its operating budget in the past n ine years. A ccording to the 
com m ission, this led to the reduction o f staff and the decreased  visibility o f 
inspectors.

C om m ission inspectors rep orted  finding such p rob lem s as incorrectly 
installed equ ipm ent and  even safety equ ipm en t incapab le  o f  functioning. Rig crews 
rely on the inspectors to o rder corrections in case the o p e ra to r  chose to ignore 
unsafe conditions. Inspectors w ere even unable to  respond  to requests by oil 
com panies for scheduling inform ation on w hen an  in specto r cou la  be sent to the 
field to w itness critical tests.

In  contrast, the two federal agencies that reg u la te  oil and  gas wells on federal 
land in A laska, the U .S. B ureau o f L and  M anagem ent an d  the U.S. M inerals 
M anagem ent Service, have a  goal o f witnessing 85 p e rcen t o f  blow out prevention 
tests on its wells and 100 percen t o f all well plugging and ab an d o n m en t operations.

In C anada, 100 percen t o f the critical, high-flow, h igh-pressure  or unusually 
deep wells a re  inspected and all critical tests w itnessed, accord ing  to W illiam 
R em m er, m anager o f field operations for the Energy R eso urces C onservation 
Board in A lberta.

T h e  om budsm an rep o rt also looked a t regulatory  en fo rcem en t in California 
w here the sta te  has six field offices in the D ep artm en t o f C onservation , Division of 
Oil and G as. S tate inspectors in C alifornia w itness 100 p e rc e n t o f initial blow out 
prevention tests and  w ell-abandonm ent operations.

T he om budsm an investigation found that gains in  industry  com pliance and 
cooperation  achieved through a  strong field presence a re  in  d ang er o f eroding 
because o f declining surveillance. It concluded th a t the com m ission  has knowingly 
allowed the level and kind of inspections to decline over a n  ex tended  period  of time.

A lthough budget reductions have been  severe, the com m ission has been  lax 
in requesting new positions o r equipm ent. T he com m ission has no t strongly 
do cu m en ted  e ith e r its budgetary  needs o r the expected resu lts  o f a larger budget, 
the om budsm an rep o rt concluded.

B ut in its response  to the om budsm an's prelim inary  rep o rt, the commission 
defended its actions saying it was m erely responding ap p ro p ria te ly  to budget 
cutbacks.

A ccording to a  le tte r  from  com m issioners D avid Jo h n s to n  and Lonnie Smith, 
the com m ission never in tentionally  w anted to reduce its in spec tio n  program  and
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In M r .  Chatterton's opinion, the oil a n d  gas statute "prohibiting physical 

waste," w a s  written to address e conomic, rather than environmental, issues. H e  

stated during the investigative interviews:

A S  31.05, provides the c o m m i s s i o n  with neither the 

specific authority for; n o r  does  it set forth as a  duty, the 

inspection of b l o w o u t  prevention e q u i p m e n t  installed 

o n  drilling rigs in Alaska.

M r .  Chatterton described the statute as providing only "tenuous authority," 

tor the inspection p r o g r a m .  H e  states the level of inspections is a  discretionary 

determination m a d e  by the c o m m i s s i o n  a n d  the current staff of three inspectors is 

adequate.

F ollowing b u d g e t  cuts in 1986, the inspection staff d e c r ea se d f r o m  five to 

three a n d  has r e m a i n e d  at that level. >

C h a t  Chatterton a g r e e d  that the r e d u c e d  n u m b e r  of inspectors resulted in 

fewer field tests being witnessed. H e  did not dispute the figures in M r .  Minder's 

m e m o ,  but states the c o m m i s s i o n  maintains public files a n d  did n ot  w a n t  a m e m o  or 

other d o c u m e n t  in w h i c h  the c o m m i s s i o n  " c o n d e m n s  ourselves" available to the 

press or the public.

C o m m i s s i o n e r  L o n n i e  S m i t h  agrees with M r .  Chatterton that M r .  M i n d e r  

b r o a d e n e d  a n d  increased the inspection p r o g r a m  b e y o n d  the s c o p e  of the 

commission's responsibility a n d  o e y o n d  its b u d g e t

M r .  S m i t h  says, " T h e  c o m m i s s i o n  has not b e e n  m u c h  for putting things in 

writing." T h e  only written directive is a  m e m o  listing eight types of inspections to be 

d o n e  in order. T h e  m e m o  d o e s  not define the percentage-or tests to b e  witnessed, 

the frequency o f  inspections or the division of the workload. T h e  present 

investigator level m a d e  it impossible to c o m p l e t e  all items o n  the fist. T h e  

c o m m i s s i o n  r e s p o n d e d  that it w a s  M r .  Minder's responsibility to d e t e r m i n e  the 

m e t h o d s  to increase p r o g r a m  effectiveness.

M r .  S m i t h  states the inspection p r o g r a m  is w e l c o m e d  b y  the o n  industry. T h e  

high pressure u n d e r  w h i c h  A l a s k a n  wells operate a n d  severe climatic conditions 

m a k e  a  strong field p re sence advisable.

C o m m i s s i o n e r  D a v e  Johnston, appo in te d in J a n u a r y  1989, states each  

commissioner's vote is equal but M r .  Chatterton w a s  "an extremely strong 

personality," w h o  often resisted abrupt change. M r .  J o h n s t o n  describes the 

c o m m i s s i o n  as n e e d i n g  c h a n g e  in m a n y  areas including m a n a g e m e n t ,  staff morale, 

e q u i p m e n t  a n d  office maint en an ce .

M r .  J o h n s t o n  states M r .  Chatterton should not b e  solely b l a m e d  for the 

decline in the inspection p r o g r a m .  M o r e  important is the 4 0 %  reduction in the 

commission's operating b u d g e t  over  the past nine years.

M r .  J o h n s t o n  m a d e  several suggestions for i m p r o v i n g  the inspection 

p r o g r a m :  e x p a n d i n g  c o m p u t e r  capability for gathering data; prioritizing the w o r k  

load; a n d  hiring e n o u g h  inspectors to normalize the w o r k  hours a n d  field rotation.

F o r m e r  C o m m i s s i o n e r  H a r r y  K u g l e r  c o n f i r m e d  that with five inspectors, the 

c o m m i s s i o n  witnessed approximately 8 5 %  of all field tests. H e  believed 

M r .  Chatterton m u s t  h a v e  b e e n  m i s q u o t e d  in telling the oil c o m p a n i e s  to b e  o n  their
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honor. H e  stated the c o m m i s s i o n  is a regulatory agen cy  a n d  monitoring the industry 

is a primary c o m m i s s i o n  function.

Russell D o u g l a s s  a n d  Blair Won dz e ll , staff engineers, rely o n  inspection data 

to varying degrees. M r .  D o ug l a s s  stated M r .  S m i t h  w a s  in the best position to decide 

the n u m b e r  of inspectors n eeded. M r .  W o n d z e l l  described the present n u m b e r  of 

inspectors as adequate.

M i c h a e l  M i n d e r  states he brou g ht  m a n y  of the inspector's frustrations to the 

commissioners' attention, but w a s  not given the authority to effect change. T h e  

regulations require the oil c o m p a n i e s  to notify the c o m m i s s i o n  of critical tests; the 

c o m p a n i e s  expect the c o m m i s s i o n  to s e n d  a n  inspector to the field a n d  requested 

M r .  M i n d e r  give t h e m  scheduling information. T h e  inspection staff w a s  inadequate 

to fully c o m p l y  with e v e n  the first item of priority w o r k  a n d  M r .  M i n d e r  w a s  unable 

to tell the oil c o m p a n i e s  w h e n  other w o r k  could be definitely scheduled.

T h e  inspectors report finding e q u i p m e n t  installed incorrectly a n d  safety 

e q u i p m e n t  incapable of functioning. R i g  crews rely o n  the inspectors to'order 

corrections w h e n  the operator m a y  ha v e  c h o s e n  to ignore unsafe conditions. O v e r  

the years, the inspectors h av e  learned w h i c h  c o m p a n i e s  a n d  operators are safety 

conscious a n d  w h i c h  are not. T h o s e  w h o  are not require m o r e  vigilant observation 

than is presently possible.

T h e  c o m m i s s i o n  handouts, last revised in 1987, are misleading to the public. 

T h e y  describe various tests a n d  inspections as being both important a n d  regularly 

p erformed. M a n y  of these activities h a v e  b e e n  r e d uc ed  to a  marginal level a n d  

s o m e  are not being d o n e  at all. D u r i n g  this investigation parts o f  the h a n d o u t  have 

b e e n  u p d a t e d  a n d  the n e w  s u m m a r y  is included with the final report.

O t h e r  state departments, including E n v i r o n m e n t a l  Conservation, L a b o r  a n d  

Natural R e s o u r c e s  h a v e  various regulatory functions o n  the oil rigs. All of t h e m  rely 

heavily o n  the c o m m i ss io n.  N o n e  h av e  the staff, expertise or responsibility for 

testing or inspecting subsurface e q u i p m e n t .  Bill V a n  Dyke, p e t r o l e u m  m a n a g e r  for 

the D e p a r t m e n t  of Natural R e s o u r c e s  ( D N R ) ,  Division of Oil a n d  G a s  s u m m a r i z e s  

the position of these agencies:

I certainly think s o m e  a g e n c y  should d o  the inspections 

of the oil rigs, a n d  the c o m m i s s i o n  is in a logical 

position to d o  so. If specific practices a n d  e q u i p m e n t  

are i m portant e n o u g h  to b e  identified in the 

c o m m i s s i o n’s regulations, then they should b e  enforced 

a n d  inspected.

Representative K a y  B r o w n ,  director of D N R ' s  Division of Oil a n d  G a s  f r o m  

1982 to 1986, states the c o m m i s s i o n  could m a k e  better use of its personnel a n d  has 

other b u d g e t  options than cutting the inspection staff.

T w o  federal agencies also regulate oil a n d  gas wells in Alaska. T h e  U.S. 

B u r e a u  of L a n d  M a n a g e m e n t  has oversight for approximately 150 wells o n  federal 

land. T h e  U.S. Minerals M a n a g e m e n t  Service oversees off-snorc wells in federal 

waters. T h e s e  agencies witness 1 0 0 %  of the b l o w o u t  prevention tests in Alaska.

B o t h  agencies a gree a high visibility in the field is critical to continued ;>a»^ 

operation:

W i t h  a n y  less than a 5 0 %  inspection rate, y o u  d o n ’t stay 

o n  top of  things a n d  the operators get lax.’T h e  B u r e a u’s 

goal nationally is to witness 8 5 %  oi the B O P  tests a n d
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1 0 0 %  of all well plugging a n d  a b a n d o n m e n t  operations.

Safety valve tests are a  third priority.

C a n a d a ’s oil a n d  gas industry shares m a n y  operational a n d  climatic 

similarities with Alaska. F o r  this reason inquiry into the function a n d  p r o c e d u r e  of 

the E n e r g y  R e s o u r c e s  Conservation B o a r d  ( E R C B ) ,  Alberta, is particularly 

applicable to this investigation.

W i l l i a m  G .  R e m m e r ,  m a n a g e r  of Field Opera ti on s  reports that 1 0 0 %  of 

critical, high flow, high pressure or unusually d e e p  wells are inspected a n d  all 

critical tests witnessed. This criteria also applies to all wells in environmentally 

sensitive areas. A  m i n i m u m  of t w o  inspections are d o n e  o n  e a c h  n e w  well.

T h e  E R C B  p rocedures u s e d  in reducing the test failure rate o n  b l o w o u t  

e q u i p m e n t  f r o m  a  nigh of 4 3 %  to the present 6 . 4 %  are fully described by 

M r .  R e m m e r  a n d  include h e a v y  e m p h a s i s  o n  industry a w a r e n e s s  of the agencies 

requirements, in vo lv em e nt  of industry representatives in self-regulation a n d  

a c k n o w l e d g e m e n t  of p r o b l e m  areas.

E n f o r c e m e n t  b y  the a g e n c y  is strong a n d  a rig m a y  b e  shut d o w n  for 

n o n c o m p l i a n c e .  C o m p a n i e s  a n d  operators continuing to h a v e  p r o b l e m s  are 

subjected to increased inspections a n d  e v e n  closer scrutiny.

In California, regulatory e n f o r c e m e n t  has b e e n  returned to the state. T h e  

D e p a r t m e n t  o f  Conservation, Division of Oil a n d  G a s  maintains six field offices. 

Inspectors witness 1 0 0 %  of initial B O P  tests a n d  well a b a n d o n m e n t  operations. 

Quarterly reports b y  district provide detailed statistical analysis of all tests, 

inspections a n d  results.

T h e  report also discusses the position the D e p a r t m e n t  of C o m m e r c e  took in 

reporting to the n e w s  m e d i a  that it h a d  independently e x a m i n e d  the a d e q u a c y  of the 

inspection p r o g r a m .

A N A L Y S I S

If the c o m m i s s i o n  continues in its present form, m o d e m  effective 

m a n a g e m e n t  a n d  a t e a m  building a p p r o a c h  is n eeded. R o t a t i o n  of the 

c hai rm an sh i p s h ou l d  also b e  considered.

A n y  question regarding the "tenuous authority" of the c o m m i s s i o n  to regulate 

in areas of h u m a n  safety or e n v i r o n m en ta l integrity m u s t  b e  r e m o v e d  b y  the 

g ov e r n o r  a n d  the legislature. T h e  commission's position that it has unlimited 

discretionary latitude in reducing the inspection p r o g r a m  is untenable. Public 

a w a r e n e s s  a n d  c o n c e r n  m u s t  b e  reflected in its regulatory agencies. Increased 

vigilance ove r industry is n e e d e d  e v e n  as increased self regulation is sought.

T h r o u g h  m e a s u r a b l e  criteria, including numerical a n d  statistical goals, the 

c o m m i s s i o n  m u s t  b e c o m e  m o r e  accountable than it is at present. Reinstating 

quarterly a n d  a n n u a l  reports w o u l d  provide industry, g o v e r n m e n t  a n d  the public 

with m e a s u r e m e n t  tools necessary to evaluate the p e r f o r m a n c e  of the co mm ission.

B v  the regulatory standards established in C a n a d a ,  California a n d  other 

states, A l a s k a  falls far short of providing a viable regulatory p re sence in field safety. 

It is evident that three inspectors is inadequate. T h e  n u m b e r  of d o c u m e n t e d  hours 

w o r k e d  is excessive. T h e  inspectors are una bl e  to cover e m e r g e n c i e s  a n d  receive 

inadequate direction in setting priorities. Field reports b y  the inspectors are, by
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necessity, cursory a n d  lacking in critical analysis. T h e r e  is too little time for training 

e v e n  t h o u g h  the field is rapidly changing.

T h o s e  gains in industry c o m p l i a n c e  a n d  cooperation achieved through a 

strong field presence are in d a n g e r  of eroding with declining surveillance. A l t h o u g h  

budget reductions h av e  b e e n  severe, the c o m m i s s i o n  has b e e n  lax in requesting n e w  

positions or e q u i p m e n t .  T h e  c o m m i s s i o n  has not strongly d o c u m e n t e d  either its 

budgetary n e e d s  or the e xp ec te d  results of a larger budget.

Investigation supports the conclusion that the c o m m i s s i o n  has k n owingly

allowed b oth the level a n d  kind of ins 

time. M r .  Minder's a n n u a l  report o b  

he w r ot e continually b r ou gh t  trie resu 

attention.

sections to decline over a n  extend e d period of 

ected to the decline. This m e m o  a n d  others 

ts of this decline to the commission's

A l t h o u g h  M r .  M i n d e r  should not h a v e  distributed a draft of the report to the 

inspection staff, there is n o  further evidence of w r o n g d o i n g  o n  M r .  Minder's part. 

M r .  Minder's job  description required h i m  to bring this information to the 

commissioners' attention a n d  h e  acted within his job description in d e m a n d i n g  to 

hav e the m e m o  typed a n d  su bmitted to his supervisor a n d  the other commissioners.

D u r i n g  this investigation the suggestion w a s  raised that the commission's 

regulatory functions be transferred to a n o t h e r  agency. T h a t  decision w o u l d  

necessarily consider m a n y  functions of the c o m m i s s i o n  not addressed b y  this 

investigation. T h e  r e c o m m e n d a t i o n s  will assist the c o m m i s s i o n  in its present f o r m  

a n d  should assist policy m a k e r s  considering other options.

R E C O M M E N D A T I O N S  A N D  F I N D I N G S

D u r i n g  the investigation, M r .  J o h n s t o n  a n d  M r .  S m i t h  b e g a n  identifying 

c o m m i s s i o n  p r o g r a m s  to B e  strengthened a n d  b e g a n  drafting written priorities a n d  

expectations for the inspection p r o g r a m .  T h e  c o m m i s s i o n e r s  w e r e  candid a n d  

cooperative during this investigation a n d  ag re e d  with m a n y  of the r e c o m m e n d a t i o n s .

T h e  r e c o m m e n d a t i o n s  a n d  the a g e n c y  response to e a c h  follows:

(1) I r e c o m m e n d  that the A l a s k a  G a s  a n d  Oil Conse rv at io n  C o m m i s s i o n  

d e v e l o p  a  c o m p r e h e n s i v e  mission statement w h i c h  defines the role a n d  

statutory responsibility of the agency.

A g e n c y  R e s p o n s e :

W e  believe s u c h  a mission statement is clearly 

articulated in the commission's b u d g e t  submittal for 

FY'92, as well as set out in the g overning statutes a n d  

regulations o f  the c o m m i s s i o n .  T h a t  statement follows:

" T h e  A l a s k a  Oil a n d  G a s  C o ns er va ti o n C o m m i s s i o n  is 

a n  i n d e p e n d e n t  auasi-judicial a g e n c y  set u p  b y  the 

Legislature to enforce the A l a s k a  Oil a n d  G a s  

C o n s e r v a t i o n  A c t  ( A S  31.05). T h e  c o m m i s s i o n  oversees 

oil a n d  gas drilling, d e v e l o p m e n t  a n d  production, 

reservoir depletion a n d  m et e r i n g  operations o n  all lands 

subject to the state's police powers. T h e  c o m m i s s i o n  

acts to prohibit the physical waste of crude oil a n d  

natural gas, to protect the correlative rights of mineral 

interest owners, a n d  to obtain the m a x i m u m  ultimate
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recovery of oil a n d  gas that is prudently possible. T h e  

c o m m i s s i o n  levies fines for violations of the statutes, 

regulations or orders of the commission, a n d  will see k 

injunctive relief to stop continuing violations.

'Hie c o m m i s s i o n  also is responsible for administering 

the U n d e r g r o u n d  Injection C o n t r o l ( U I C )  p r o g r a m  for 

oil a n d  gas wells in Alaska. T h e  U I C  p r o g r a m  is 

authorized b y  the U.S. E n v i r o n m e n t a l  Protection 

A g e n c y  u n d e r  the Safe Drinking W a t e r  A c t  of 1974, as 

a m e n d e d .  In addition, the c o m m i s s i o n  acts as Alaska's 

jurisdictional a g e n c y  to d e t e r m i n e  well categories for 

m e e t i n g  the m a x i m u m  lawfulprice for gas u n d e r  the 

Natural G a s  Policy A c t  of 1978, a n d  to a p p r o v e  

applications as m e e t i n g  the requirements of the U.S.

T re as ur y for a qualified tertiary recovery project. It also 

serves a n  adjudicatory f o r u m  for resolving disputes 

b e t w e e n  the oil a n d  gas industry."

(2) I r e c o m m e n d  that the A l a s k a  G a s  a n d  Oil C o n se rv at i on  C o m m i s s i o n  

establish m e a s u r a b l e  goals a n d  objectives to assist the administration 

a n d  the staff in fulfilling the mission statement a n d  the agency's - 

responsibilities.

... A g e n c y  R e s p o n s e :

' '  Again, w e  will turn to o u r F T 9 2  b u d g e t  submittal to 

provide a  basis for m e e t i n g  this r e c o m m e n d a t i o n s .  T h e  

c o m m i s s i o n  included nine objectives a n d  p e r f o r m a n c e  

m e a s u r e s  in its budget. W e  will e x a m i n e  these 

standards in light o f  y o u r  report a n d  m a k e  appropriate 

revisions, if necessary. A t  a  m i n i m u m ,  extra detail will 

b e  provi de d to aid the staff in d etermining h o w  these 

objectives a n d  p e r f o r m a n c e  m e a s u r e s  are to b e  

achieved.

(3) I r e c o m m e n d  that the A l a s k a  G a s  a n d  Oil C o ns e rv at io n C o m m i s s i o n  

d e v e l o p  accurate internal standards to aid in m e a s u r i n g  the p e r f o r m a n c e  

of individual staff a n d  the a g e n c y  as a  whole.

A g e n c y  R e s p o n s e :

P e r f o r m a n c e  standards already exist for all staff.

H o w e v e r ,  w e  will i m m e d i a t e l y  c o m m e n c e  a  review of 

the current standards fo; e a c h  e m p l o y e e ,  a n d  m a k e  

c h a n g e s  w h e r e  n e e d e d .  This review will b e  d o n e  in 

consultation with the e m p l o y e e .  E a c h  e m p l o y e e  will b e  

a s k e d  to review his or her standards, a n d  will b e  

e n c o u r a g e d  to provide suggestions a n d  c o m m e n t s  o r  to 

s e e k  clarification as appropriate. O u r  goal will b e  to 

provide e a c h  e m p l o y e e  with realistic, underst an da bl e 

a n d  achievable standards within six m o n t h s .  T h e s e  

standards will then b e  u se d  to g a u g e  e m p l o y e e  

p e r f o r m a n c e  for a n n u a l  evaluation or disciplinary 

purposes.
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(4) I r e c o m m e n d  that the A l a s k a  G a s  a n d  Oil Conservation C o m m i s s i o n  

p r o m o t e  personnel policies w h i c h  e n c o ur ag e  all staff to provide 

constructive criticism a n d  suggestions to i m p r o v e  a ge n c y  functioning.

A g e n c y  R e s p o n s e :

Informally, this is already being done, a n d  positive 

results are being obtained. F o r  example, as w e  m o v e  

closer to c o m p u t e r  automation, all staff are being 

e n c o u r a g e  to consider w a y s  to i m p r o v e  their office 

functions t hrou g h computerization; training will b e  

p rovided w h e r e  appropriate. Also, the p e t r o l e u m  

inspection staff h a v e  already m a d e  r e c o m m e n d a t i o n s  

for w a y s  to i m p r o v e  the pr og ra m , a n d  they will b e  

further consulted as w e  progress.

This o p e n n e s s  policy will extend to staff me-.tings, w h i c h  

will b e  held m o r e  frequently to explain c o m m i s s i o n  

activities a n d  policy decisions. Staff will also be 

e n c o u r a g e d  to put suggestions in writing a n d  to provide 

b a c k g r o u n d  information along with their analysis of the 

p r o b l e m .  T h e  c o m m i s s i o n e r s  will reply in kind as 

appropriate. This policy will b e  formalized at the 

conclusion of this investigation.

(5) I r e c o m m e n d  that the A l a s k a  G a s  a n d  Oil C o ns e rv at io n C o m m i s s i o n  

provide a formalized grievance process in w h i c h  staff m a y  receive an 

impartial review of a n y  negative personnel action by a n  objective third 

party within the agency.

A g e n c y  R e s p o n s e :

This vehicle is already in place for o u r  general 

g o v e r n m e n t  bargaining unit employees. O u r  e x e m p t  

staff, o n  the other hand, are cove r ed  b y  the state’s 

personnel rules.

T o  the extent that it is possible, however, w e  will use 

o u r  existing structure to achieve a n  objective third party.

W e  will issue a n  internal written policy that states if a n  

e m p l o y e e  has a  grievance h e  or sne will b e  a s k e d  to 

deal directly with the i m m e d i a t e  supervisor. If the 

p r o b l e m  is not resolved at that level, t hen the e m p l o y e e  

will b e  e n c o u r a g e d  to bring the p r o b l e m  to the attention 

of the c ommissioners. If the i m m e d i a t e  supervisor is 

o n e  of the commissioners, then the other t w o  

c o m m i s s i o n e r s  will b e  a s k ed  to address the p r o b l e m .

(6) I r e c o m m e n d  that the A l a s k a  G a s  a n d  Oil C o n s er va ti on  C o m m i s s i o n  

revise the F Y ' 9 2  b u d g e t  request using " Z e r o  B a s e d "  b u d g e t  techniques to 

d e t e r m i n e  the agency's actual n e ed s as defined b y  the mission statement, 

state l a w  a n d  current regulations. U s e  that information to finalize the 

b u d g e t  subm it te d  for the g o v e r n o r’s consideration a n d  discussions with 

the legislature.
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A g e n c y  R e s p o n s e :

T h e  c o m m i s s i o n  submitted its F Y ' 9 2  b u d g e t  to the 

D e p a r t m e n t  of C o m m e r c e  pe r the department's 

instructions a n d  policies prior to receiving this report.

In that budget, the c o m m i s s i o n  r e q u e s t e a t w o  

increments. T h e  first i n crement is for $242,600. It will 

allow the c o m m i s s i o n  [to] hire a n  additional t w o  

inspectors, provide anoth er  vehicle for their use o n  the 

N o r t h  Slope, a n d  p a y  for travel, p e r  d i e m  a n d  training 

costs. T h e  s e c o n d  i n crement is for $30,000. It will f u n d  

necessary building maintenance, such as provide n e w  

paint a n d  carpeting a n d  s e w e r  a n d  heating repair.

M o n e y  will also b e  directed towa rd  securing a  g r o u n d  

m a i n t e n a n c e  contract.

O v e r  the course of the c o m i n g  year, as w e  e x a m i n e  e a c h  

p r o g r a m  i m p l e m e n t e d  b y  the commission, w e  will also 

e x a m i n e  funding requirements. Revisions to the b u d g e t  

wall b e  requested w h e n  a n d  w h e r e  appropriate.

(7) I r e c o m m e n d  that the A l a s k a  G a s  a n d  Oil C o ns er va ti o n C o m m i s s i o n  re­

e x a m i n e  the agency's actions t o w a r d  M r .  M i n d e r  in light of the findings 

a n d  r e c o m m e n d a t i o n s  of this investigation.

A g e n c y  R e s p o n s e :

T h e  c o m m i s s i o n  relies heavily o n  its supervisory staff to 

structure as g o o d  a p r o g r a m  as possible given its limited 

funding. It is n o w  clear that M r .  M i n d e r  should h a v e  

received additional supervisory training before b eing 

given p r o g r a m  responsibility. Unfortunately this w a s  

not done, a n d  the c o m m i s s i o n  m u s t  a s s u m e  

responsibility for this failure. But, returning 

M r .  M i n d e r  to supervisory capacity at this u m e  is n ot an  

appropriate r e m e d y  to this problem.

Instead the c o m m i s s i o n  will give M r .  M i n d e r  e x p a n d e d  

responsibility to d ev el o p a  c o m p u t e r  tracking p r o g r a m  

to u se  in the p e t r o l e u m  inspection p r o g r a m .  In 

addition, h e  will b e  targeted for supervisory training, as 

well as p r o g r a m  d e v e l o p m e n t  a n d  c o m m u n i c a t i o n  

instruction.

M o r e o v e r ,  the entire staff will b e  set u p  o n  a  training 

schedule, w h i c h  will allow all e m p l o y e e s  to h a v e  s o m e  

training in those areas w h e r e  a  n e e a  exists. T h e  

c o m m i s s i o n  will also contact the E n e r g y  R e s o u r c e s  

C on se r v a t i o n  B o a r d  in Alberta to obtain additional 

information a b o u t  their inspection p r o g r a m .  W e  also 

p l a n  to b e c o m e  m o r e  involved with the Interstate Oil 

C o m p a c t  C o m m i s s i o n  ( I O C C ) ,  a n d  h a v e  already 

a t te nd ed  a recent m e e t i n g  of the I O C C  executive 

c o m m i t t e e .

T h e  findings a n d  r e c o m m e n d a t i o n s  cited a b o v e  will n o w  r e m a i n  the findings 

a n d  r e c o m m e n d a t i o n s  of record in this case.
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Y o u  h a v e  a g r e e d  to i m p l e m e n t  the r e c o m m e n d a t i o n s  to varying degrees. 

Additional c h a n g e s  a n d  m e a s u r a b l e  standards applicable to the inspection p r o g r a m  

h a v e  yet to b e  fully identified. Further, such c h a ng es  await additional funding to 

enable full implementation. B a s e d  o n  the commission's c o m m i t m e n t  to strengthen 

the inspection p r o g r a m  a n d  i m p r o v e  its personnel m a n a g e m e n t  system, I find the 

disposition of tnis case to b e  partially rectified at this time.

I appreciate the candid a n d  cooperative attitude m ai nt ai ne d  b y  the 

c o m m i s s i o n  t hr o u g h o u t  this investigation. T h e  additional information provided in 

your written response to the preliminary report w a s  m o s t  helpftil. Please d o  not 

hesitate to contact Assistant O m b u d s m a n  D i a n e  Shriner or m e  if y o u  hav e questions 

or c o m m e n t s  regarding the final report.

Sincerely,

D u n c a n  C. F o w l e r  

O m b u d s m a n

D M S : p j c

Enclosure
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ALASKA OIL AND GAS CONSERVATION COMMISSION 

O v e rv ie w  o f  S ta tu to r y  R esp ons ib il i t ie s  a n d  F u n c tio n s

T h e  A lask a  Oil & Gas C o n se rv a t io n  Commission is a n  i n d e p e n d e n t ,  
q u a s i - ju d ic ia l  a g e n c y  of th e  S ta te  of A laska . It is e s ta b l i s h e d  u n d e r  
th e  A lask a  Oil a n d  Gas C o n se rv a t io n  A c t ,  T i t le  31 of th e  A lask a  
S t a t u t e s ;  i t s  r e g u la to ry  a u th o r i ty  is o u tl in ed  in T it le  20, C h a p te r  25 of 
th e  A d m in is t ra t iv e  Code.

T h e  Commission a c ts  to p ro h ib i t  th e  p h y s ic a l  w as te  of c ru d e  oil a n d  
n a tu r a l  g a s ,  e n s u r e  th e  maximum ultim ate r e c o v e r y ,  a n d  p r o t e c t  th e  
c o r r e la t iv e  r i g h t s  of p e r s o n s  ow ning  oil a n d  g a s  i n t e r e s t  in  la n d s  
s u b je c t  to A la sk a 's  police p o w e rs .  I t  also a d m in is te r s  th e  U n d e rg ro u n d  
In je c t io n  C o n tro l  (UIC) p ro g ram  fo r  oil an d  gas wells in  A la sk a ,  a n d  
o v e r s e e s  m e te r in g  o p e ra t io n s  to d e te rm ine  th e  q u a l i ty  a n d  q u a n t i t y  of 
oil a n d  g a s  p ro d u c e d  in  th e  s t a t e .  T h e  Commission ho lds  h e a r in g s  
a n d / o r  a d ju d ic a te s  d ec is io n s ,  w hich  r e q u i r e  th e  com bined  e x p e r t i s e  o f 
geo lo g y  a n d  r e s e r v o i r  a n d  p e tro leum  e n g in e e r in g .

P h y s ic a l  w a s te  can  o c c u r  a t  th e  s u r fa c e  from  th e  f a i lu re  of s u r f a c e  a n d  
s u b s u r f a c e  eq u ip m en t o r  below  g ro u n d  from  in a p p r o p r ia te  r e s e r v o i r  
m anag em en t p r a c t i c e s .  S u r fa c e  w aste  is  p r e v e n te d  b y  re v ie w in g  e a c h  
d r i l l in g  p ro p o s a l  to e n s u r e  p r o p e r  well d e s ig n  ( i . e . ,  c a s i n g / t u b i n g  
p r o g r a m ,  cem ent p ro g ra m , c a s in g  s e t t in g  d e p th ,  e t c . ) ,  well c o n tro l  
e q u ip m e n t  ( i . e . ,  mud sy s te m , d i v e r t e r ,  blow o u t  p r e v e n t io n  e q u ip m e n t ,
e t c . ) _ h y d ro g £ n  su lf id e  d e te c t io n  e q u ip m e n t , well lo g g in g  p r o g r a m ,
p r o d u c t io n  p r a c t i c e s ,  p lu g g in g  a n d  ab an d o n m en t p r o c e d u r e s ,  a n d  to  
c h e c k  f o r  shallow  g e o h a z a rd s  a n d  o v e r - p r e s s u r e  zo n e s .  T h e  
C om m ission 's  f ie ld  in sp e c t io n  s ta f f  th e n  v e r i f y  t h a t  o p e ra t io n s  a r e  
c o n d u c te d  in  a c c o rd a n c e  w ith  a p p ro v e d  p r o c e d u r e s  a n d  re g u la t io n s .

Waste be low  g r o u n d  h a s  th e  p o ten t ia l  fo r  e v e n  g r e a t e r  im pact to  th e  
s t a t e ' s  econom y a s  i t  d i r e c t ly  de te rm ines  th e  am ount o f oil a n d  n a t u r a l  
g a s  t h a t  will b e  r e c o v e re d .  I t  is p r e v e n te d  b y  e n s u r in g  p r o p e r  
r e s e r v o i r  m anagem ent p r a c t i c e s ,  a n d  h in g e s  on  Commission d e c is io n s  
a b o u t  well s p a c in g ,  com pletion te c h n iq u e s ,  p r o d u c t io n  r a t e s ,  in je c t io n  
f lu id  ty p e  a n d  r a t e s ,  in jec tion  well p a t t e r n ,  g a s /o i l /w a te r  r a t io s ,  a n d  
p r e s s u r e  m ain tenan ce  e f f o r t s .  F ind ing s  a n d  co n c lu s io n s  of th e  
Commission a r e  r e n d e r e d  in  pooling  ru le s  a n d  c o n s e rv a t io n  o r d e r s .

M axim izing u l t im a te  re c o v e ry  goes h a n d - in - h a n d  w ith  p r e v e n t in g  w a s te ,  
b u t  a lso  r e q u i r e s  de ta iled  u n d e r s t a n d in g  of th e  p h y s ic a l  p a r a m e te r s  o f  
th e  r e s e r v o i r  ( i . e . ,  p o ro s i ty ,  p e rm e ab i l i ty ,  s t r a t i g r a p h y ,  f a u l t i n g ,



r e s e r v o i r  p r e s s u r e  and  d r iv e  m echanism , e t c . ) ,  a n d  i ts  p r o d u c t io n  
p e r fo rm a n c e  o v e r  time ( i . e . ,  p ro d u c t io n  decline  c u rv e  a n a ly s i s ) .

P r o te c t in g  c o r re la t iv e  r i g h t s  (o r  th e  r ig h t  of o p p o r tu n i ty )  is g e n e r a l ly  
ac co m p lish ed  b y  e s ta b l is h in g  d r i l l in g  u n i t s  a n d  b y  r e q u i r i n g  th e  
u n i t iz e d  o p e ra t io n s  of pools an d  p la n s  of d e v e lo pm en t.

T h e  UIC p ro g ra m  re q u i r e s  the  Commission to v e r i f y  th e  m echan ica l  
i n t e g r i t y  of in jection  w ells ,  d e te rm in e  a p p r o p r ia te  in jec tions  zo n es  a n d  
o v e r ly in g  co n f in in g  s t r a t a ,  d e te rm in e  th e  p r e s e n c e  o r  a b s e n c e  of 
f r e s h w a t e r  a q u i f e r s  and e n s u r e  th e i r  p ro te c t io n ,  a n d  p r e p a r e  q u a r t e r l y  
r e p o r t s  of b o th  in -h o u se  an d  fie ld  m o n ito r in g  fo r  th e  U . S . 
E n v iro n m e n ta l  P ro tec tio n  A g e n c y .

T h e  Com m ission 's  m e te r ing  fu n c t io n s  v e r i fy  th e  a c c u r a c y  of c r u d e  oil 
s a le s  m e te r s  u s e d  fo r  r o y a l ty  an d  s e v e ra n c e  t a x  d e te rm in a t io n s .  In  th e  
f ie ld ,  Commission e n g in e e rs  an d  in s p e c to r s  m on ito r  w a te r  d r a w in g  a n d  
c a l ib ra t io n  of  vo lum etric  p r o v e r s ,  a n d  w itn ess  p r o v in g  o p e ra t io n s .  In  
t h e  o f f ic e ,  m e te r  fac to r  ca lcu la tion s  a n d  f lu id  volume ca lcu la t io n  a r e  
v e r i f i e d  to  e n s u r e  th a t  c o r r e c t  t e m p e ra tu re  a n d  p r e s s u r e  f a c to r s  h a v e  
b e e n  u s e d .

In  a d d i t i o n ,  th e  Commission also a c ts  a s  A la sk a 's  ju r isd ic t io n a l  a g e n c y  
f o r  th e  N a tu ra l  Gas Policy A ct a s  ad m in is te re d  b y  th e  F e d e ra l  E n e r g y  
R e g u la to r y  Commission (FER C ) a n d  fo r  q u a l i fy in g  e n h a n c e d  r e c o v e r y  
o p e ra t io n s  u n d e r  th e  Windfall P ro f i ts  T a x  Act f o r  th e  U. S . T r e a s u r y .

T h e  Commission r e q u i r e s  r e p o r t s , d a ta  a n d  m ateria l  from o p e r a to r s  
r a n g i n g  from  d r i l l in g ,  t e s t i n g  a n d  completion r e p o r t s ,  p r o d u c t io n  a n d  
in je c t io n  vo lu m es ,  well lo g s ,  c u t t i n g s ,  c o re s ,  m aps , c r o s s - s e c t i o n s ,  
p r e s s u r e  a n d  m aterial b a la n c e  r e p o r t s ,  GOR r e p o r t s ,  o w n e rsh ip  a n d  
u n i t i z a t io n  a g re e m e n ts  a n d  developm en t p la n s .  C e r ta in  of t h e s e  d a ta  
a r e  h e ld  c o n f id en tia l  fo r a  minimum of two y e a r s .
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ALASKA OIL AND GAS CONSERVATION COMMISSION

H is to ry

T h e  A laska  Oil a n d  Gas C o n s e rv a t io n  A ct (1955) c r e a te d  th e  A lask a  Oil 
a n d  G as C o n se rv a t io n  Commission. I t  was composed of th e  G o v e rn o r  o f  
th e  T e r r i t o r y  o f A laska , th e  T e r r i to r ia l  Com missioner of Mines, a n d  th e  
T e r r i to r i a l  H ighw ay E n g in e e r .  R ules  a n d  re g u la t io n s  g o v e r n i n g; 

Commission a c t iv i t ie s  becam e e ffec t iv e  on  O c to b e r  1, 1958.

U n d e r  th e  S ta te  O rg an iza t io n  A ct of 1959, th e  Oil a n d  Gas C o n s e rv a t io n  
Commission was a b o l is h e d ,  i t s  fu n c t io n  a n d  a u th o r i ty  t r a n s f e r r e d  to t h e  
D e p a r tm e n t  of N a tu ra l  R e s o u rc e s ,  D ivision of Mines a n d  M inera ls .  A 
g r o u p  w ith in  th e  d e p a r tm e n t  was d e s ig n a te d  to hold h e a r in g s  a n d  i s s u e  
d e c is io n s  on oil a n d  gas  m a t te r s .  T h is  g ro u p  was th e  A laska Oil a n d  
Gas C o n s e rv a t io n  Committee w hich  c o n s is te d  of th e  D ire c to r  of th e  
D iv is ion  of Mines an d  M inerals  (C h a i rm a n ) ,  th e  S ta te  P e tro leu m  
G eo lo g is t ,  t h e  S ta te  P e tro leum  E n g in e e r ,  a n d  th e  D e p u ty  Com m issioner 
o f  th e  D e p a r tm e n t  of N a tu ra l  R e so u rc e s .

In  1968 th e  D ivis ion  of Oil a n d  Gas w as c r e a te d  w ith in  th e  D e p a r tm e n t  
o f N a tu ra l  R e s o u rc e s .  T h e  new  d iv is ion  a ro se  from th e  P e tro leu m  
B ra n c h  of th e  Division of  Mines a n d  M inera ls .  T h e  A laska  Oil a n d  Gas 
C o n s e rv a t io n  Committee w as p laced  w ith in  th e  new  d iv is io n ,  a n d  
c o n s i s te d  of th e  D ire c to r ,  C h ie f  P e tro leum  G eologis t a n d  C hief P e tro leu m  
E n g in e e r .

In  1976 th e  w o rd  "c o n se rv a t io n "  w as a d d e d  to th e  d iv is io n 's  t i t l e ,  a n d  i t  
becam e th e  D iv is ion  of Oil a n d  Gas C o n s e rv a t io n .  "7

a!
With th e  a d v e n t  of p r o d u c t io n  from P ru d h o e  B ay  in  1977, th e  
L e g is la tu r e  becam e c o n c e rn e d  t h a t  t h e r e  was th e  a p p e a ra n c e  of p o te n t ia l  
f o r  a co n fl ic t  o f  i n t e r e s t  w i th  th e  D ep ar tm en t of N a tu ra l  R e s o u rc e s ,  a n  
o w n e r  o f  oil a n d  gas r i g h t s ,  a lso  a c t in g  a s  th e  r e g u la to r  o f o t h e r  
o w n e rs  o f  oil a n d  gas r i g h t s .  To o b v ia te  i t s  c o n c e rn ,  th e  L e g is la tu r e  
am en d ed  AS 31 .05 b y  C h a p te r  158, SLA 1978 to r e s to r e  th e  Com mission, 
e f f e c t iv e  J a n u a r y  1, 1979, a s  a n  in d e p e n d e n t  q u a s i - ju d ic ia l  a g e n c y  
w ith in  th e  e x e c u t iv e  b r a n c h  of th e  s t a t e .  In i t ia l ly ,  th e  new Commission 
w as h o u s e d  w ith in  th e  D e p a r tm e n t  of N a tu ra l  R e s o u rc e s ,  b u t  in  1980 i t  
w as t r a n s f e r r e d  to  th e  D e p a r tm e n t of Commerce a n d  Economic 
D eve lopm en t.

T h e  Commission c o n tin u es  to  fu n c t io n  a s  th e  r e g u la to r y  a g e n c y  
o v e r s e e in g  th e  u n d e r g r o u n d  o p e ra t io n  of th e  A laska oil i n d u s t r y  on  
p r iv a t e  a n d  p u b l ic  lan ds  a n d  w a te r s .  I t s  r e s p o n s ib i l i t ie s  in c lu d e



.

r e g u la t io n  d r i l l in g  and  p r o d u c t io n  of oil a n d  g a s  to e n s u r e  th a t  p h y s ic a l  
w a s te  does n o t  o c cu r ,  p r o t e c t i n g  th e  c o r re la t iv e  r i g h t s  of m inera l 
i n t e r e s t  o w n e r s ,  and  m an ag in g  th e  C lass II U n d e rg ro u n d  In jec t io n  
C o n tro l  (U IC ) p rog ram  f o r  oil a n d  gas  wells in  A laska  a s  a u th o r iz e d  b y  
th e  U. S . E nv ironm en ta l  P ro te c t io n  A g en cy  on  J u n e  19, 1986.

T h e  Commission compiles a n d  m ain ta ins  a  d a ta  b a n k  of d r i l l in g ,  
p r o d u c t io n  a n d  r e s e r v o i r  s t a t i s t i c s ,  in c lu d in g  in form ation  on  oil 
p r o d u c t io n ,  a s so c ia te d  g a s  p ro d u c t io n ,  n o n -a s s o c ia te d  g a s  p r o d u c t io n ,  
a n d  in jec tio n  volum es on a n  in d iv id u a l  well, pool a n d  fie ld  b a s is .  O th e r  
d a t a  in c lu d e s  d r i l l in g  j e r m i t s ,  well h i s to r i e s ,  well lo g s ,  a n d  p u b l ic  
h e a r in g s  te s t im o n y .  R e c e n t ly ,  th e  Commission a c q u i r e d  a  new c o m p u te r  
sy s te m  w hich  will be  u s e d  to m onitor oil a n d  gas  r e s e r v o i r  d e p le t io n  in  
A la sk a .  T h e  r e s e r v o i r  s u rv e i l la n c e  co m p u te r  sy s te m  will also allow th e  
Commission to  p ro v id e  o t h e r  s t a t e  ag e n c ie s  w ith  de ta iled  r e s e r v o i r  
in fo rm a tio n ,  in c lu d in g  p r o d u c t io n  dec line  e s t im a te s .
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ALASKA OIL AND GAS CONSERVATION COMMISSION

K ey I s s u e s  a n d  P o in ts  of In form ation  

S h o r t  R an g e :

As a  p r e l im in a ry  m a t te r ,  th e  Commission m ust s t r e s s  t h a t  i t s  ro le  is  
r e g u l a t o r y ,  n o t  po licy  s e t t in g .  I s su e s  f a c in g  th e  Commission, f o r  th e
m ost p a r t ,  a r e  in  r e s p o n se  to e v e n ts  r e l a te d  to th e  e x p lo ra t io n  a n d
d e v e lo p m en t o f  th e  s t a te 's  oil a n d  gas  r e s o u r c e s .

1 . New Commission M anagem ent: On A u g u s t  1, 1990, th e
C om m ission 's chairm an s in ce  1982 r e t i r e d .  Com missioner 
D avid  W. Jo h n s to n  was ap p o in te d  th e  new rhflirmnn a n d  
R u sse l l  A . D oug lass ,  fo rm e rly  s e n io r  p e tro leu m  e n g in e e r  
w as a p p o in te d  com m issioner on N ovem ber 26, 1990.
G o v e rn o r  Hickel re a p p o in te d  Lonnie C. bi-:ith to h is  t h i r d  
te rm  as  comm issioner on  J a n u a r y  23, 1991. T h e  Commission 
will w o rk  closely  w ith  th e  new  a d m in is t r a t io n  a n d  le g is la tu r e
to  e n s u r e  th e  b e s t  i n t e r e s t s  of th e  s t a t e  a r e  p r o te c t e d .

2. F ield  in sp e c t io n  p r o g r a m : L as t  y e a r  th e  Commission w as 
in v e s t ig a te d  b y  th e  O ffice of th e  O m budsm an , who i s s u e d  a 
r e p o r t  c r i t ic a l  of th e  s t a t e 's  p e tro leu m  in sp e c t io n  p ro g r a m .
T h e  r e p o r t  concluded  th a t  th e  Commission h a d  a c te d  
u n r e a s o n a b ly  in  p r o g r e s s iv e ly  r e d u c in g  th e  oil a n d  gas  well 
in s p e c t io n  p ro g ram  to a  level w h ich  comprom ises th e  
i n v e s t ig a t iv e  an d  r e g u la to r y  fu n c t io n s  o f  th e  Commission.
B a se d  u p o n  o u r  commitment to s t r e n g t h e n  th e  in s p e c t io n  
p ro g ra m  a n d  im prove p e r s o n n e l  m anagem ent,  th e  O m budsm an 
fo u n d  th e  d ispo s it ion  of th e  case  to b e  p a r t ia l ly  r e c t i f ie d .

S u b s e q u e n t  to th e  O m budsm an 's  in v e s t ig a t io n ,  
R e p r e s e n ta t iv e  Cliff D av idson  r e q u e s t e d  th e  Division of "  ^a\Cr 
L e g is la t iv e  A udit to do a p e r fo rm a n c e  a u d i t  of th e  
Com m ission. T h a t  a u d i t  is  c u r r e n t l y  o n g o in g .

3 U n d e r g r o u n d  In jection  C on tro l (U IC) P ro g ram : T h e
Commission is c u r r e n t l y  invo lved  in  d is c u s s io n s  w ith  th e  
U .S .  E nv ironm en ta l  P ro te c t io n  A g en cy  (EPA) c o n c e rn in g  th e  
t y p e s  of f lu id s  th a t  can  be  in je c te d  in  a  C lass II well fo r  
e i t h e r  d ispo sa l  o r  e n h a n c e d  oil r e c o v e r y  p u r p o s e s .  
D isag reem en t c e n te r s  on  th e  need  fo r  a n d  e x te n t  of f lu id  
sa m p lin g  re q u i r e m e n ts ,  an d  in te r p r e ta t io n  of th e  Safe  
D r in k in g  W ater Act (SDWA) a n d  th e  R eso u rce  C o n se rv a t io n
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a n d  Reclamation A ct (R C R A ). R eso lu tion  of the  m a t te r  is 
a n t ic ip a te d  d u r in g  1991.

4 . L i t iga t ion : L itiga tion  has  a r i s e n  o v e r  C o n se rv  . , *)rder
#254. T h e  o r d e r  e s ta b l i s h e d  a  640-acre  d r i l l in g  uru i . th e  
Mike Pelch #1 well ( fo rm er ly  C a n n e ry  Loop #2 ) .  T h e  o w n e r  
of th e  Mike Pelch well o b jec ts  to CO #254 becau se  it d id  no t 
fo rc e  pool th e  i n t e r e s t s  of th e  m ineral ow ners  w ith in  th e  
d r i l l in g  u n i t .  T he  Commission concluded  th a t  fo rced  p o o lin g  
w as not y e t  a p p r o p r i a t e  becau se  no ev id en ce  was p r e s e n t e d  
a t  th e  h e a r in g  to show  th a t  v o lu n ta ry  e f fo r t s  to r e a c h  a n  
e q u i ta b le  ag reem en t h a d  fa i led .  P ro d u c tio n  from th e  well 
may no t o c cu r  u n t i l  a  v o lu n ta ry  a g re e m e n t  is re a c h e d  o r ,  if 
v o lu n ta ry  e f fo r ts  fa i l ,  u n t i l  th e  Commission holds a  p u b l ic  
h e a r in g  an d  i s s u e s  a n  o r d e r  in v o lu n ta r i ly  in te g r a t in g  th e  
i n t e r e s t s  of th e  m inera l o w n e rs .

L ong  R ang e :

1. S u rfa c e  Commingling of P ro d u c tio n :  As new , m arg in a l
f ie ld s  on  th e  N o r th  Slope a re  b r o u g h t  c lo se r  to developm en t, 
a d d it io n a l  a t te n t io n  will be  d raw n  to i s s u e s  s u r r o u n d in g  th e  
s u r f a c e  commingling of p ro d u c t io n  from s e p a r a te  r e s e r v o i r s .  
T h e  a d v a n ta g e  of commingling is  th e  s h a r in g  a n d  fu l l  
u t i l iz a t io n  of p r o d u c t io n  fac i l i t ie s ,  th e  dow nside is  t h e  
p o s s ib i l i ty  of less c e r t a in ty  fo r  th e  s t a t e  in  d e te rm in in g  if 
t h e  s e p a ra te  r e s e r v o i r s  a r e  b e in g  m anaged p r o p e r ly .  T h e  
d e p a r tm e n ts  of R e v e n u e  a n d  N a tu ra l  R e so u rce s  will also  b e  
c o n c e rn e d  b e cau se  of ro y a l ty  an d  r e v e n u e  im plica tions. 
D e te rm in ing  su i ta b le  well t e s t in g  an d  a llocation  m ethods will 
b e  a  k e y  in  r e s o lv in g  commingling i s s u e s .

2. Pooling R u le s : T h e  Commission will b e  ho ld ing  p o o ling
ru le s  fo r  th e  Walakpa gas  accum ulation  a n d  th e  S ag  D elta  
N o r th  oil accum ula tion  in  M arch. We a n t ic ip a te  e s ta b l i s h in g  
pooling  ru le s  fo r  P t .  M cIn ty re ,  N iak u k , an d  W. S ak  
r e s e r v o i r s  d u r in g  th e  n e x t  two to th r e e  y e a r s .  R ev is ion s  
to  e x is t in g  pooling o r d e r s  also will l ike ly  o c c u r  fo r  c e r t a in  
Cook In le t  f ie ld s .

3. B o n d in g :  C u r r e n t l y ,  th e  Commission r e q u i r e s  a  b o n d
($ 100 .0 /520 0 .0 )  o f  e a ch  o p e ra to r  to o f fse t  some of th e  
l iab il i ty  fo r  lack o f  p e r fo rm a n c e ,  p r o p e r  ab an d o n m en t,  o r  
r e p a i r  of wells c a u s in g  w as te .  T h ese  b o n d  am ounts  may no 
lo n g e r  be su f f ic ie n t  to co v e r  cos ts  o f rem edial w o rk .
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B o n d in g  prob lem s may also a r i s e  from b a n k r u p t c y  
p ro c e e d in g  of  s e v e ra l  small A laska  o p e r a to r s .  T h e  
Commission will a t te m p t  to p r o te c t  th e  b o n d s  ( c e r t i f i c a te s  o f 
d e p o s i t )  from c re d i to r  d i s t r ib u t io n  u n d e r  th e  p r o c e e d in g s .
I t  is likely  th a t  th e  Commission will be  fo rced  to u s e  th e  
b o n d s ,  a lo ng  w ith  add it iona l f u n d s ,  to p lu g  a n d  a b a n d o n  
wells d r i l led  b y  th e s e  p e r s o n s .

L e g is la t iv e  I s s u e s :

A sid e  from confirm ation  p ro c e e d in g s  a n d  th e  move to DNR, th e
Commission does no t fo re se e  th e  need  fo r  a n y  n e a r  te rm  le g is la t iv e
a c t io n  n o r  does  it  a n t ic ip a te  a n y  leg is la t iv e  i s s u e s  a r i s i n g  d u r i n g  th e
im m ediate f u t u r e  th a t  would d i re c t ly  in vo lve  i t .
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ALASKA OIL AND GAS CONSERVATION COMMISSION

B u d g e t  H is to ry

The following table and chart summarizes the Commission past budgets, 
which have been reduced 40 percent since 1983. The increase in 

equipment money in FY'90 and FY'91 was for the purchase of a 
reservoir surveillance computer system.

APPROPRIATED MONIES

FY 100 200 300 400 500 TO TA L S ta f f

'83 1518.8 120.2 847.6 23.6 4 .0 2514.2 27
’84 1411.6 102.1 665.1 21.7 3 .0 2203.5 25
'85 1508.5 194.2 477.7 20.5 6 .4 2207.3 26
'86 1548.1 193.0 348.9 21.7 5 .4 2117.1 26
'87 1362.4 98 .0 135.4 18.1 0 .0 1613.9 25
'88 1280.2 98.0 127.4 13.0 0 .0 1518.6 23
'89 1307.7 88.0 127.4 13.1 0 .0 1536.2 23
'90 1271.3 72.5 161.8 13.1 50 .0 1568.7 22
'91 1310.0 72.5 161.8 13.1 200.0 1757.4 21
'92 1314.2 49 .6 126.7 13.1 0 .0 1503.6 20

1800
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for computer purchases

1400

1000
FY 83 FY 84 FY85 FY 86 FY 87 FY 88 FY 89 FY 90 FY91 FY92
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S ta t i s t i c s
A p p lica t io n  fo r  S u n d r y  A pprova ls  (Form 10-403)

ALASKA OIL AND GAS CONSERVATION COMMISSION

1987 731 a p p ro v e d
1988 991 a p p ro v e d  •
1989 1,017 a p p ro v e d
1990 907 a p p ro v e d
1991 45 a p p ro v e d

P e rm its  to  Drill (Form  10-401)

1987 137 a p p ro v e d
1988 158 a p p ro v e d
1989 133 a p p ro v e d
1990 173 a p p ro v e d
1991 18 a p p ro v e d

C o n s e rv a t io n  O r d e r s  A pproved

1987 1 A re a  In jec t io n  O rd e r
1987 5 D isposa l In jection  O rd e r s
1987 1 A q u ife r  Exem ption O rd e r
1987 13 C o n s e rv a t io n  O rd e r s
1987 1 C o n s e rv a t io n  File

1988 4 C o n s e rv a t io n  O rd e r s
1988 1 C o n s e rv a t io n  File

1989 1 D isposa l In jec tion  O rd e r
1989 1 A q u ife r  Exem ption O rd e r
1989 9 C o n s e rv a t io n  O rd e r s

1990 16 C o n s e rv a t io n  O rd e r s

1991 6 C o n s e rv a t io n  O rd e r s
1991 1 S to ra g e  In jec tion  O rd e r

P ub l ic  H e a r in g s  Held

1987 4 plus 1 pre-hearing
1988 0
1989 2
1990 4
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THE ALASKA OMIIOOSMAN REPORT- P«g« la

Alaska lags behind in safety
Budget cutbacks 
hurt commission's 
inspection program

Despite being the top oil-pro­
ducing state in the country. Alaska's regulation of oil-field 
safety is logging for behind that of other states and neighboring 
Canada, nn ombudsman investiga­
tion found.The 35-page investigation of the 
Alaska Oil and Gas Conservation 
Commission found that budget and stafT reductions hurt the credibility of the commission's oil and gas well 
inspection program and compro­mised the investigative and regula- toryfunctions of the commission.

The case also demonstrated how 
critical examination and coopera­
tion with ombudsman recommen­dations can help an agency identify 
areas for improvement. The out­come of the investigation also illus­
trated the effectiveness of Alaska's 
new Whistleblower's statute.When it was over, the ombuds­
man investigation had helped the agency redefine its mission while 
protecting the interests of the per­son who made the comolaint.Established in 1978, the three- 
member Alaska Oil and Gas Con­
servation Commission and stafT of 
18 are responsible for
1,551 producing oil wells and 133 
gas wells in Alaska. The commis­sion also processes about 200 
drilling permits and 1,000 well re­
pair and other permits each year.Despite these important respon­
sibilities, the commission had suf­fered a 40 percent reduction in its operating budget over the past nine 
years. According to the commission, 
this led directly to the reduction of staff and the decreased visibility of 
inspectors,During this cutback period, in­
spectors in the field reported find­ing serious problems such a3 incor­rectly installed equipment and 
safety equipment tnat was inca­pable o f functioning. Inspectors were even unable to respond to re­
quests by oil companies for an in­
spector to be sent to the field to 
witness critical tests.The ombudsman investigation 
contrasted Alaska's inspection pro­
gram with federal inspection pro­grams us well as those in Califor­
nia and Canada. It found that gains in industry compliance and cooperation achieved through a

Pt»u> by Huh fUllryOwa*.. tmftrt
T h e  A la s k a  O i l  a n d  G a s  C o m m i s s i o n  is  r e s p o n s i b l e  f o r  r e g u l a t i n g  1 ,5 5 1  p r o d u c i n g  o i l  w e l l s  a n d  
1 3 3  g a s  w e l l s  in  t h e  s t a t e .

strong field presence are in danger of eroding because of declining surveillance by the state.
Although budget reductions 

were severe, the commission had been lax in requesting new posi­
tions or equipment. The commis­
sion did not strongly document ei­ther its budgetaiy needs or the ex­
pected results or a larger budget, 
the report concluded.After including commission comments and responses in the fi­nal report, Ombudsman Duncan 
Fowler recommended that the commission clnrify its regulatory 
role over oil and gas activity in 
Alaska, strengthen its inspection program and improve its personnel 
management system it also sug­gested that reinstating quarterly 
and annual reports would provide 
the oil industry, government and the public with some measurement 
tools to evaluate the performance of 
the commission.While some of the recommenda­

tions would require additional 
funding, the commission agreed, in large part, to implement the rec­ommendations in the report.

The report also found the com­
mission acted unfairly in its repri­mand of the inspection staff super­
visor, Michael Minder, who wrote a memo critical of the current level of well inspections.

MinJer's memo warned the 
commission that its reduction in the number of inspectors was hav­ing a serious effect on some oil-field safety programs. The commission's 
reaction was to tell Minder not to 
have the report typed and to re­
trieve rough drafts given to the in­spectors. When he failed to comply, 
he was reprimanded in writing and 
relieved of his supervisory duties. Ho then called the ombudsman's of­fice.

While he was in tho precarious position of complaining about the 
actions of his misses. Minder was 
TO tec ted by AS 39.90.100, the 
"listloblowcr Act.

pnW)

People who file complaints with 
the ombudsman's office or who give 
evidence and information during an investigation are covered. This act 
states tnat a public agency may not discharge, threaten, or otherwise 
discriminate against an employee, a contractor or a citizen because 
the person participates in on om­
budsman investigation.In a Nov. 8, 1990 story about 
the ombudsman investigation in the Anchorage Daily News, Minder said he hns no regrets:“I felt I had a responsibility," 
Minder said of blowing the whistle. "I feel there's certain ethics a per­
son has in a job he assumes, and a 
stewardship, not just toward the individuals ho is working with, but 
to tho organization. I could have kept ray mouth shut. I had every­
thing to lose and nothing to gain. 
And maybe that’s why I did win • not win but get things turned around. Because I had hulhing to 
cin. Now 1 feel good about it, and 
"  do it again."IS


