





Amendment

CSSB 133 (FIN) Representative John Davies
Page 2, line 14

Insert after “degree.”

“At least one commissioner shall be appointed to represent the
interests of the consumer.”



LEGAL SERVICES

DIVISION OF LEGAL AND RESEARCH SERVICES
LEGISLATIVE AFFAIRS AGENCY

(907) 465-3867 or 465-2450 STATE OF ALASKA )
FAX (907) 465-2029 130 Seward Street, Suite 409
Mail Stop 3101 Juneau, Alaska 99801-2105
IVIEM.OR AJNJ)JLLM May 13, 1999
SUBJECT: HCS CSSB 133(FIN) (Creating threRCA and repealing the APUC)
TO: Representative Gene Trermiault, Co-chair
House Finance Committee
FROM: TeresaB. Cramer ~
Legislative Counsel

Enclosed stheHouse Committee Sustituteyou reguested. When the conrmittee amended
the sunset provision inthe bill (s=c. 21) toextend the RCA only uttal 2002, sec. 31 of the
draft HCS became urmecessary: the hilll no longer extends the suset for five years.
Therefore, 1 have removed ssc. 31 from the HCS.

Insxc, 7 oftre lall, anending AS 42.06.171, page 8, lire 12, the intent of tre addraon of "or
an gopeal of sudlear.  Isthe gopeal referrad to an adninistrative gppeal towhich aparty
saitatded as of ngt, adisaeticary adninistrative gopeal, or an gopeal o the courts? Its
Clear thet the petition for recorsideration is adninistrative, to be decided by the full
COTMISSION.

TC:pl
99-080.plIm

Enclosure



HOUSE FINANCE COMMITTEE
LETTER OF INTENT

SB 133 rgpeals the Alasika Rbllic Utallitaes Cormissiion and aeates the Regullatory Commission of
Alada. Inmaking thisdhange o plbllic uality regulation, it stte netof treLagislature torespod ©
recamendations n legiskaine adits conducted n 190, 1986 and 198, and an audit performed by tte
Nataael Regulatory Research Irstitute (NRRID) i 1998. The taskof regullatarg public ualiies hes
changed draratacal ly as tre utality indLstry hes moved fram ol regullataar 1o regulated aonpetstaian.
The 215’ Alaska Lagislature saeatirg tre Regulatory Commission of Alaska toaddress thesedanges n
tre uility inrdustry on behalifof tte paople of the Sate of Aleda.

The Regulatory Commission of Alaska isletterequipped tren te APUC 1o respod O irdlstry
proposals far dhanges nutality ssnvaess, and toprotect tre ntarests of ratgayers nttewake of ttese
dages. SB 133 gies tte dair auttority over edninistrative natters, leavirg the otter comissioners
free o resohve alstantine 1s8.6s. To address tre problem of tre APUC™ s case bedklag ad
time-consumiing decisianHreking process, SB 133 alllons parels of three comiissioners, hearing officars
or abitratars 1o resohve cas=s where gagoriate.  Italso requires tteRCA toadopt rapulatia s sstirg
proceclral trrelires. To address tre problens aeated by danging APUC Saifs role between acvocate
ad adasor, itesteblides a sgarate plblic advocacy ssctaon wathin theRCA.

SB 133 wall improve tteisagaoy™s accountebility o ttreplblic. The RCA srapuired oesteblisha
Management Information Systan, similar to tre Lepgislature™s BASIS systen so ttet tte plblicad
InLstry can be better informed about tte RCA™s proceadings. erepuiress te RCA o inpllerent a tine
management system 1o record the amount of tine ot on fillrgs from differat rdstries, <o tettte
Regullatory Cost Charrge can be more fairly assessdl.

This year Ban goporture tine tomake these dages. The Alaska Riblic Uallities Commission would
begin winding down on June 30, 1990 uder treaunset law. SB 133 reguires the govermor to gqoint, and
tre Lagislature toatfim, fmecomissioners who will rgaresat tte ntarests oftre plblic.

SB 133 provides fara study of tre possiillity of carbining tre fuctaas of the Regullatory Commiission
of Alaska and tre Alaska il and Gas Conservation Commission.  The realitsofastudy by tre
Legislative Budget and Audit Comirttee willl be presanted to the rext session of this Legiislature. e
Legislature decides 1o conbine tre two agacies” fuctias, tre dallege ofmeking tet trarstaanwall
be sigwhicantly eesed by the aeation and qeerating eqeerience of te RCA uder SB 1.



LEGAL SERVICES

DIVISION OF LEGAL AND RESEARCH SERVICES
LEGISLATIVE AFFAIRS AGENCY

(907)465-3867 or 465-2450 STATE OF ALASKA
FAX (907)465-2029 130 Seward Street, Suite 409
Mail Stop 3101 Juneau, Alaska 99801-2105

MEMORANDUM May 11, 1999

SUBJECT: Amendment Y.13 tOHCS CSSB 133(L&CV)

TO: Representative Gene Thermiault

FROM: Jack Chenoweth

Assistat Reviso

The amendment draws on the languagem ttofraterial thetwas provided by your office. |
altered the placement of the second provisiorfand made ita new subsection, subsection (@),

within AS 31.06.110, tte unrtization ssctaan.

In its hill secaion 2, 1 gquestioned whether the standard " 'greater recovery of all and ges'' B
arrect. The auratt &, as st aut N AS 31.06.030(d)(9) and 31.06.110(@), Speaks of
"greater ultimate recovery ofall and ges,'" so tret swhat | sustituted. Even o, tre auranit

=t under which the comission may act to require unrtizataon arguebly hes three purposes,
dll as sstaut INAS 31.06.03(d)O):

(@ The conmission may require

O te filirg and goporoval of a plan of development and

operation for a field or pool in order to prevent waste, insure a greater
ultimate recovery of oil and gas, and protect the correlative rights of

persons owning interests in the tracts of land affected.

You may want to sustatute the fulll language of the aurrent stadard.

Because of the time arstraint, | did not have the opportunity to work through each
subsection within AS 31.05.110 to satasfy mysel T ttet every provision leds itelif o
commission regulation under the expansion of the provisians In the section O "\oluttary
cogperative or unirt plans or goeratios” ttet ismade by the amendment to subsection (Q)-

JBC:glc
99-20_glc

Enclosure
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TO
FROM:
DATE:

SUBJECT:

MEMORANDUM

Ray Gillespie
A William Sau
May 11,1999

AmaUments to SB J33
Our File No. 5667.160

Further to his May 10 memo to you on the same subject, Mark Vasconi an4l have discussed
and agreed upon the desirability of the following amendments to SB 133:

1

Section 42.04.020(a). The following draft provision would preserve the concept of
minimum qualifications for commissioners but eliminate some ofthc rigidity ofcurrent
law, which creates specific seats requiring particular degrees:

The commission consist., of five commissioners appointed by the
governor and confirmed by the legislature injoint session. To qualify
for appointment as a commissioner a person must be a member in
good standing ofthe Alaska Bar Association or have a degree from an
accredited college or university in engineering, finance, economics,
accounting, business administration, or public administration. Actual
experience for a period of five years in the practice of law or in the
field of engineering, finance, economics, accounting, business
administration, or public administration is equivalent to a degree.

Section 42.04.020(e). After reflection, we have decided not to offer an alternative
to the provision allowing the governor to remove a commissioner for cause, which
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AS MBURN AND M a SON

Memorandum to Ray Gillespie
May 11,1999
Page 2-

may be necessary in some circumstances. However, we still have concern that it is
so broadly drafted in its cunent form as to risk political interference and to undermine
the independence of the commission.

3. Section 42.04.080(b). AT&T Aiascom continues to believe that the appeal
procedure is unnecessary for the reasons stated in AT&T Alascom’s testimony to the
House Labor and Commerce Committee on Friday, May 7, 1999,

4. Section 42.04.080(c), If the appeal subsection is deleted, corresponding changes
must be made in the letter designations of the other subsections.

5. Section 42.04.150. AT&T Aiascom prefers the current system of designating a staff
advocacy team on a case-by*case basis. 1f however, a separate public advocacy
section is going to be created, AT&T Aiascom suggests the following fix to
harmonize this section with Section 42.04.070(c) and to ensure adequate staffing:

Public advocacy section. There is established within the commission
* a public advocacy section. The section shall participate as a party in
N\ matters that come before the commission to represent the public
interest when the.chairman determines pursuant to AS 42.04 070<c)

v* jiyij it is in the public interest to do so. The public jtdvocacv section
f oy shall include sufficient Personnel with expertise to represent the public

.$v  interest. The public advocacy section shall operate separately from

6 the rest of the commission.

(New text is underlined.) NOTE: AT&T Aiascom still has serious concerns that,
once set inmotion, there is no immediate control over the staff s concept ofthe public
interest and the specific direction that its advocacy may take. Ultimately, however,
the commission itselfhas the final word and can rein in any excesses on the part ofthe
public advocacy staff.

6. Section 42.04.010(b). As mentioned in AT&T Alascom’s oral testimony to the
House Labor and Commerce Committee, there is an ambiguity as to whether a new
governor could appoint a new chairman prior to the expiration ofthe chair’s four-year
terra. To balance the “for cause™ removal provision, to reduce politicization, and to
enhance the commission’s independence, the better position would be that a new
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ASHBURN ANO MASON

Memorandum to Ray Gillespie
May 11,1999
Page 3-

govemor would have xo wait for xhe four-year terra of the chairman io expire before
appointing a new one. To make this clear, the section could be rewritten as follows:

(b) The commission may nominate one of its members to serve as
chair. The governor shall designate the chair of the commission
whenever the position becomes vacant, either bv selectina the member
nominated by the commission or another member. The term as chair
is four years. The chair may not be appointed to successive terms as

chair.

WASIWAS667U01



CHUGACH ELECTRIC

ASSOCIATION, INC

EUGENE N, BJORNSTAD, PE
General Manager

Aol 13, 199

Sator Drue Pearce

Twerttieth Alaska State Legislature
State Gapitol

Jureeu, AK 998011182

Dear Serator Rearce:
Re: SB 133 as an essatal \ehicle Tor regulatory re-inentaan

Chugach Bledtric Asscciataan, . stragly faars SB 138, This il vl faallntete devel goment ofFanew
regulatory structure o oversee tre Inoressing anpetation among utility ssviaess.  The new structure can
achiee savirngs over time thraugh streamlining and through carefully re-cefming regulatory fuctios.
Combining furttaias as provided N SB 133 will allov tte new comission 1 acgpt nways which te
old struture sunlikely toadhiee.

The exastirg structure sstrupling wirth the ol loming prablens:

The public Bot provided much protectaan by the Commission. The Commissiion gyoears ©
fuctam, hut hittleussful repulatory work sectiallly keing performed. The pbllic auffas tre asts
and arstraints of rgulationwith littlecorrespording berefit

The mtaets of regulated wilitlss which syport tre statis quo ae protected by te
Commissionsdavotion o aredyanistac regullatory gorcedes.

Regulatory rertia cotanues umeeded regulataan where aonpetataion woulld work ketter. The
APUC Boverwhelmed with work npart because psists in performing uneeded regulation.
Esstial trasrtianwork sotbeingdore.

SB 1383 walla allov tte new Bnergy Goservation Commission 10 take a ““zevo besad regulatia” goproech
1 eanining what regulatory fuctios ae esatiAl.  The dojectinve nust be © reduoe regulatory
fuctias and correspoding public burdens 1o those whilch provide sufficiently high berefits o jstify- te
budas. Over saaal yaars, it B reesareble o demand tret the trasition  greater aopetirtion redce
tre regulatory effart needed.

As a fast e, tre Lagislature nust dearly anounce tre pollicy of this State 1o pranote anpetitian
among <las of uality ssrvice werever ossible. The reare policy B follonad by tte edastirg
regulatory body. A diear policy directinve favoring aopetirtion &s tre rulewath exogptaans anly by geacal
cecision will allov e new Energy Consernvation Commission begin imediately o inoreese asstorer
doice ad reduce regulation.  The mission suld ke 1o maximize use of corpetairtion and minimize use
of regulation o proote ttevelfare of tte atizas of the State and teireconomic welHeirg.

Sinerely,
RECEIVED

APR 1 € 199
Gereral Manager
5601 Minnesota Drive « P.O. Box 196300 « Anchorage, Alaska 99519-630Gfl/]$'(j,
Phone 907-563-7494 « FAX 907-562-0027



Alaska State Legislature

Dining Scwit'it: iJtin. ,\hnt
State Capitol

Juneau. Alaska 99KOI1-11 .2
1907) 465-4993

Fax (907) 465-3X72

716 West -Uh Avenue. Suite 500
Anchorage. Alaska 99501-2133
(907) 269-0200
Fax (907) 26»-0204
Drue Pearce

President ofthe Senate

Sponsor Statement

5/5/99
Senate Bill 133

SB 133 will accomplish several goals regarding the Alaska Oil & Gas Conservation
Commission (AOGCC) and Alaska Public Utilities Commission (APUC). The
APUC will be re-pealed and re-structured under the new title of the Regulatory
Commission of Alaska (RCA). This new structure will be more capable of
addressing the current expanding workload of the commission. The AOGCC will
be strengthened by relocating to the same physical location as the APUC. Long
term efficiencies will be gained by utilizing a common building, sharing clerical staff
and record keeping facilities. In addition, Legislative Budget & Audit (LB&A) will
write a report during the interim, which will consider the functions of the two
commissions and what structure would best serve the states interests.

SB 133 makes the following changes to the APUC:

1. Repeals the APUC and creates the Regulatory Commission of Alaska (RCA),
effective July 1,1999. All commissioners shall be either re-appointed or
replaced. All staff shall remain. All regulations and pending matters before the
commission shall be carried forward to the new commission.

2. The new commission will be composed of five commissioners. The five
commissioners shall be members of the general public with no requirement for
areas of specific expertise. | feel that requiring specific expertise is limiting and
that the public interest would best be served by having maximum flexibility in
acquiring qualified individuals from the general public.

3. SB 133 strengthens the position of the Chairman.

Senator Drue Pearce(b'lceis.stale.ak.us



The Chairman:
a) Shall have limited authority over the other commissioners.

b) Shall have oversight of all commission staff.

c) Shall assign the work of the commission and staff.

d) Shall set timelines by which a matter shall be resolved.

e) Shall determine when advocacy staff is required given certain standards.

4. Streamlines the hearing process.
a) The chair shall empanel three or more commissioners to a hearing panel to

decide the case. This allows the Chairman to assign the applicable number
of commissioners depending on the size of the case.

b) Limited the appeals process to only be considered when a decision taken is
contrary to commission precedent.

c) Mandated that the commission promulgates timeliness standards,
depending on the complexity of the docket, for the types of cases that come
before the commission. These regulations shall be adopted by December
31, 1999.

d) Provided for formal hearings to be held before an arbitrator in
appropriate cases.

e) Established within the commission a separate advocacy section to
represent the public interest when necessary.

5. SB 133 instructs the commission to adopt a time management system to ensure
accurate accounting for time billed to each aspect of the commission’s functions.
LB&A has been recommending a time management system for the APUC in
every audit since 1979. To date, the APUC does not use industry or utility codes
on payroll time sheets and therefore workloads are approximated using rough
estimates. A time management system will provide improved accuracy when
assessing regulatory cost charges to individual sectors of the utility industry.
This will assist in assuring that the cost causer is the cost payer.

SB 133 makes the following changes to the AOGCC:

1. The AOGCC will physically move to the same location as the RCA (APUC) as
soon as possible, but not later than July 1, 2000. The two commissions will share
record keeping facilities and clerical staff after that time.

2. The AOGCC shall have access to hearing officers at the RCA (APUC) following
the effective date, July 1,1999.



SB 133 authorizes LB&A to prepare a transition report to be delivered to the
governor and the Legislature on the first day of the second session of the 21¢
Legislature. The Governor shall appoint one commissioner from each commission to

work with LB&A on the transition report. The report will address both
commissions and their functions and shall make recommendations on changes that

would serve the best interests of the state.

SB 133 will improve our ability to protect the long-term public interest through
increased functional efficiencies of both commissions.

SB 133 does NOT:

1. Does NOT combine the two commissions into one.

2. Does NOT de-regulate garbage.

3. Does NOT transfer pipeline regulation to the AOGCC.

4. Does NOT make any policy changes to either commission.

5. Does NOT transfer any function from one to commission to the other.

6. Does NOT alter the number of commissioners on either commission.
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ALASKA PUBLIC UTILITIES COMMISSION

April 23. 1999

The Honorable Tony Knowles
Governor of Alaska

P.O0.Box 110001

Juneau, Alaska 99811

Dear Governor Knowles:

After much deliberation, | find myself compelled to share with you a most unfortunate
incident. One | believe that could, and should, have been avoided.

On January 25,1999, one of our employees, Mr. Ed Schubert, the Commission’s
Accounting Clerk, returned to the Commission on work release from Akeela House,
Within one hour and fifteen minutes, he was arrested, handcuffed, and taken to Jail,
resulting In a great deal of turmoil, confusion, and embarrassment at the Commission.

Mr. Schubert had been arrested in July 1998 for sexual and physical assault while
under the influence (I alcohol and cocaine. He served two months in jail and four
months in Akeela House before his scheduled sentencing. During this time, he was
on authorized leave from the Commission and received psychiatric and other
counseling. He did so well during his time at Akeela House that he earned an
opportunity for work release under the terms of that treatment facility’s rules. In
conversations with Ms. Diane Hunt, tha Commission's Administrative Manager, who
was Mr. Schubert's supervisor, Mr. Schubert mentioned several times that he would
eventually earn a work release privilege, Many of Mr. Schubert’s friends at the
Commission kept in touch with him and told me and fellow Commissioners now glad
they were that he was getting treatment and that they were looking forward to working
with him again.

On January 15. 1999. Mr. Bob Lohr. the Commission's Executive Director, sent a letter
to Mr. Schubert stating, "You mexpected and directed to return to work at
8:00 a.m. Wednesday, January 27. Ifyou do not report to work..., It will be necessary
for me to proceed with separating you from your employment.”

On Friday, January 22. 1999, Mr. Schubert called from Akeela House and spoke with
Ms. Hunt and told her that he had been given permission by Akeela House and would
return to work on Monday, January 25. During this conversation, Ms. Hunt confirmed
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that his work hours would be 8:00 @l7), to 4:30 p.m.

As we learned later, this conversation Initiated a series of calls from the Commission’s
offices to Mr. Schubert's probation officer, the Department of Law. Department of
Commerce’s Human Resource Manager, the Commission Chairman, and a lew others
to have Mr. Schubert arrested when he returned to work.1 However, no one Involved
in these numerous calls contacted Akeela House to determine why and how Mr,
Schubert was authorized to return to work. Nor did anyone call Mr. Schubert's attorney
or his wife, who is also an attorney, to Inform them that Mr. Schubert would be arrested
If he returned to work.

During this rather bizarre set of events, only one Commissioner, the Chairman, had
any knowledge that Mr. Schubert’'s work release was in question and could lead to his
arrest. Four Commissioners were totally unaware of any problem with Mr. Schubert’'s
pending return. That return and immediate arrest ultimately involved two police
officers, two judges, the Court System, a district attorney, a probation officer, and Mr.
Schubert's attorney. One phone call to Akeela House or to Mr. Schubert's attorney
expressing a concern could have prevented this significant consumption of state
resources and resultant chaos and embarrassment to the Commission.

The most tragic result, however, was the embarrassment and humiliation of Mr.
Schubert who had excelled In his treatment program. Mr. Schubert had been a very
competent state employee. He was removed from the Commission In handcuffs, and
later that day appeared in court handcuffed between two other prisoners. His crime:
He reported to work as hB was directed to do and as had been authorized by his
correctional treatment program. Akeela House had no knowledge of any concerns
about Mr. Schubert's return to the Commission. Mr. Schubert was indeed the victim of
a system that failed because Individuals failed to communicate.

Even though | am about to retire. ! feel compelled to inform you of this matter because
it exemplifies the manner In which the Commission’s Executive Director operates. He
communicates with only one Commissioner, the Chairman. While in same situations
this is appropriate, in a case of this magnitude that involved so many state resources,
inside and outside the Commission, all Commissioners should have been apprised of
the concerns associated with Mr. Schubert’'s return. Had that been done, | have no
doubt that the arrest would never have occurred.

It was only after Mr. Schubert's arrest that | learned there were some employees at the
Commission who had been concerned about Mr. Schubert’s work return in view of his

learne I er nacaII !}/Ids made In tober 19?8 to M..Schubert's tprobat|on officer, she
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offenses. If anyone had informed me of those concerns, | would have suggested a
meeting with representatives from Akeela House to obtain answers and assurances
about the screening that is required before work release. Instead rumors were
allowed to metastasize, and employees allowed to believe that the other four
Commissioners were indifferent to their concerns and willing to expose them to harm
by allowing and encouraging an assailant to return to work. Such turmoil is clearly
counterproductive to conducting the State’s business and, blatantly unfair to those of
us at whom such allegations were made. We had no opportunity to address the
problem as we were unaware that rt existed.

Mr. Lohr nas many assets. However, his interpersonal skills at the Commission are
deplorable. Besides the Schubert matter, there are nhumerous other personnel
incidents Involving Mr. Lohr's lack of appropriate managerial behavior.

Specifically, one of our most professional and respected employees retired early
because of Mr. L >hr's manipulation of the promotion procedures. She was head of the
tariff department at the time of her retirement. The former head of the finance
department, Joe Franco, interrupted Mr. Lohr In the middle of an evaluation and
returned with his written resignation. Mr. Franco was not eligible to retire, but was
unwilling to work any longer under Mr. Lohr’s inept supervision. Two paralegals
came to me personally because they felt physically threatened by Mr. Lohr. Both have

left the APUC.
I have listened to Mr. Lohr's explanations and apologies. Recognizing there was
nothing | could change, | tolerated Mr. Lohr's management. Since the Schubert

incident, however, | have lost my tolerance and any respect | had for Mr. Lohr.

There are perhaps positions In state government in which Mr. Lohr has the potential to
succeed. | believe, however, the public interest would be better served with a different
Individual in the position of executive director.

Thank you for your attention.

Sincerely,

Commissioner

cc: Mr. Robert Lohr
Rep. Joe Green
Rep. Norman Fiokeberg



FISCAL NOTE o 3

STATE OF ALASKA @ \‘ersion: hcs CSSB 133 (L&C)
) Publish Date:  5/8/99

1999 LEGISLATIVE SESSION

Department Affected: Administration

Revision Date:
Title: Combine APUC and AOGCC BRU: AOGCC
Component:. AOGCC

Sponsor: Senator Pearce
Requestor. (H) L&C COMPONENT SERIAL NO. 2010
(Thousands of Dollars)

Expenditures/Revenues:
Note: Amounts do not include inflation unless otherwise noted below

1 CHANGE IN REVENUES f ) \V /oo 1 0.0 0.0 0.0 0.0
FUND SOURCS: (Thousands of Dollars)
1002 Fedp-ji Receipts ) /
1003 C Match . r /
1004 GF fO 147.0 147.0 147.0 147.0 147.0 147.0
1005 GF/Program Receipts *
1037 GF/Mental Health ‘N J }
OTHER \
TOTAL 147.0 147.0 147.0 147.0 147.0 147.0
Estimate of any current year {FY 99) cost;- S_
POSITIONS:
FULL-TIME 0.0 0.0 0.0 0.0 0.0 0.0
PART-TIME / 0.0 0.0 0.0 0.0 0.0 0.0
TEMPORARY / 0.0 0.0 0.0 0.0 0.0 00

ANALYSIS: (Attach a separate page if necessary.)

Operating Budget /

This bill combines the AOGCC arid APUC offices and will relocate the AOGCC offices to the currci.t APUC office location, SI47.0 of additional
operating funds are necessary tpr AOGCC lease costs at the APUC building. (8,000 x S200/4g. ft. less 545,000 available from current facility

maintenance budget).

Capital Budget
Relocating the AOGCC/ulliccs will require a capital expenditure of S281.9 in FY 2000 to cover moving costs and new office furniture for 23

employees. AOGCC \/ill also need to invest in a new computer network system to he compatible with APUC. The cost for an updated network is
estimated to he s-w.li and is also included in the capital request.

Phone: 279-1433

Prepared bv: Iwhcri Christenson. |
Dale

Division: Alaska Oil and Gas Conservation Commftsion
Approved by Commissioner:  Rnhen Poe
Agency: Department of Administration Date: 3 [/i™ m

PREPARER TO PROVIDE ALL DISTRIBUTION COPIES TO GOVERNOR'S LEGISLATIVE OFFICE

COMM'TTEE COAVOrﬂ‘B‘d'sIribu,lon information’ call the Governor's Legislative Office b . -
age o] |
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ALASKA OIL AND GAS CONSERVATION COMMISSION
3C01 Porcupine Drive
Anchorage, AK 99501-3192
ph: (907)279-1433
\ fax: (907) 276-7542

Date
TELECOPY TRANSMITTAL
70; Ultimate Recovery AFaon.® AOGCC

Service List (See Belov) David Johnston

Chairman

Number of pages including cover sheet r 35

roUL/A]

If you do not receive fax in its entirety, please call (907) 279-1433 immediately.

MESSAGE:

AX DaparUent of Natural Resources
M Die* VanOyke, Nanagcr
tax )0 s07- 562 385

AQO Alaska, Inc.
Karl Vorcts ter
ﬁt ND 255-«SB

Dtiansy, Vilas, Hayes, Carsty
Ste_phen k. Ellis
a HO 2713

Karathon
Sarid 1 Parkins
rAX ND SSI-EU3

kukon Pacific Corporation
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The Hon. John T. Shively
Commissioner

Department of Natural Resources
400 Wi lloughby Avenue

Juneau, AK 99801-1724

David Johnston, Chailr

Alaska Oil & Gas Conservation Commission
3001 Porcupine Drive

Anchorage, AK  99501-3120

OoUi ciu iDHd r. Ud/<u

fO/VK KNOWLES, GOVERNOR

PLEASEREPLY TO.

a

a

1031 WEST4JHAVENUE, SUITE200
®'.NCHOHAGE ALASKA 09501-1S9S
PHONE: (907)269-5100

FAX (907)276-0657

KEY BANK BUILDING

100 CUSHMAN ST., SUITE-100
FAIR8.ANKS. ALASKA 99701-4679
PHONEm (507)451-2811

FAX (907)451-2846

P.O. BOX 110300-DIMOND COURT Hi
JUNEAU. ALASKA 99611-0300
PHONE: (007)465-3600

FAX: (907)465-6735

ORIGINAL

Re: AOGCC/DNR Unrtazation Jurisdictaan
Our file: 663-96-0121

Dear Commissioner Shively and Mr. Jarston:

You have asked foran gpinion regarding the respective juristictias of the Alaska

01l and Gas Conservation Commission (AOGCC™) and the Department of Natural Resources

(¢(DNR™) over the unrtazataon of production interests nstate ail and gas leesss. Secifically, you

have asked whether teAOGCC hes the power o unilaterally change tre terms oftte Prudhoe Bay

Unhit Agreement (PBUA™), by forcing the parties 1© conbine treir interests n die two il

Participating Aress establighed under ttet Agreement, where those terms were entered into and

approved by DNR under AS 38.05.180(p).

RECEIVED
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08 195
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SUMMARY

A reviewof the fadts, pertinent case law and the statutes establishing the resoective
Juigdictios, authorities and povers of tte AOGCC and theDNR shows et e AOGCC camnot
u=e itscampulsory untazation povers 1o force hollders of interests instate all and ges leeses o alter
the terms of a \oluttary™ untization agreement that hes been entered into and approved by DNR
under AS 35.06.10(p). Inthiscontext e AOGCC fulfillswhatever statuttry doligatiars ithes,
not by renorking the parties” aontractual allacatian of the aosts and berefits of Pnidhoe Bay
procuction, but by issuing orders thet implement soecific aill field practices necessary 1o prevent
weste, protect correlative ngits, or ensure tte greater ultinate recovery ofaill and ges.
INTRODUCTION AND BACKGROUND

A Unitization Generally

There s gereral agreement among courts thet persons holding interests n lad
overlyinga common supply of aill and ges have “‘correlatave rigts” with others similarly situated
asvell asa duty totre public not toweste tre aill and ges:

The term“‘correllatinve ngts* smerely acovenientmethod of indicatang et
each owner of lad ina common source of supply of aill and ges hes kgl
privileges as against other owners of lad therein ©© take al and ges
therefranby lawful geeratiaos conducted on hisown lad limited, honever,
by dutaes to other owners not o Injure the source of supplly and by dutiies not
to tae an undue proportion of e aill and ges.  In adbirtaan, of corse, O this
aggregate of laal relatias, each landowner hes duties to the plblic not
weste tre aill and ggs.

1W.L. Summers, 77ic Lom<o fOil and Gas 8§ 63 at 180-8L (footrote anirtted).

RECEIVED
L B
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The standards ofperformance under those correlative rigits and the publlic duty not
toweste ail and gas have not been developed by aurts.  Irsteed, they are garerally reflected instate

conservation statutes that give adninistrative agencies the power to regulate the production of ail

and gas 1o prevent veste:

While Irtagatian, goart from statute, has not often arisen inwhich the courts
have had the goportuninty to determine a standard of performance of the duty
not to injure a source of supply of all and ges, conservation statules, defining
and prachibrang waste and giving adninistrative agencies authority tomake
and enforce rules for its prevattion, do determine such a stadard of
performence. An injury to the source of supplly whiich violates tre rights of
the public also violates the rights of edjacert omers.

Id. at 184-186.

To pravatwaste and 1o protect the publlic interest Inmaximizing the production of
all and ggs, many aoservation statutes incluce provisians like those in Alaska thet provide far die
development and production of an ail and ges dgposit through “Wnitizatiat” of the ownership
Interests in the common source of sypply - 1 Unitazatdon ““refers 1o the corbination ofmost ot dll.
cftre sgarate tradts inthe field Into one tract’” <o thet the resenvoir or field can be developed as“a

sirgle entaty, without regard to surface boundary Ires”” 6 1L.R. Willians and C.J. Meyers, Oil and

1 Conservation statutesgereral ly provide two methods farcombining ornership ntarests o prosect
veste: unrtizatian, and pooling. “Although the terms pooling”and ‘Unrtazataan” are freguentdy used
interdangesbly, more properly pooling means the bringing together of srall tradts sufficiet for
the granting of a well permit under gyplicable seecing rules whereas nlizatian,” ar, &s £ B
sometimes described, ‘Unitgperation, ’means the joint goeration of all or some pan ofa producing
reenoir.” 6 H.R. Willians and C.J. Movers, Oil and Gas Law 6 901 a&2-3 (196). We ac
concemed here with unrtizataan, which s proviced for in Alaska under AS 31.05.110 and
AS 3.05. M@- We are not concermed w.th pooling, whiich isaddressed InAS 31.06.100 and

AS 33.05.180(S).
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Gas Law 8 901 at 34 (19%5) (footote anrtted).  Unirtization is necessary for certain aill field

practices to be effectine, and gareral ly reaults in greater overall renery™:

|
Both economics and prgeerty” nights require the integrataon of a field inorder
for such gperatias as ges ocling, pressure maintenance, and secondary
recovery to be conducted. Moreover, ... greater recovery at kess aostcan be
achieved when tre field is treated as an ettty and vells [are] so locatsd tet
they maximize the use of resenoir energy. - - -

Willians and Meyers, 8901 at 34 (19%5).
Although untizatian thus provides camprehensive oerall baefits to both tre public

and thosewith inlarests inthe field, icfrequentdy sdiffiault to accomplish voluntarily:

Ithes lag been urged thetefficiecy inte development and geeratian ofaill
and ges resenoirs and the prevention ofwaste of recoverable hydrocarbons
recuire thet such resenoirs be developed and goerated as a unit without
recard to surface boundaries. To achieve the max imum dojectives ofsuch a
unrazatianprogram it snecessary” trat all persons having an interest ntte
progran area become sbject to the agreement. Without statutory
carpulsion, honever, unenimity s frequentdy” inpossible o dotain. The

principal obstacle tofull, voluntary agreement is the problem ofdh'iding the

proceeds ofproduction
Id. 8910 atS5 (emphesis added; footrotes anrtted). More particularly, ““there sfreguant acrimony
as 1o the respective dares of production 1o be given owners of intarests In favoreble parts of the

structure and owners of Interests In kess favorable aress, for exanple, persos with interests

oerlying the gas-cp of a gas-drive pool .2 Because \oluitary untization s so diffiailt ©

- Williams and Meyers, §910 a 8. As disoussed inmore cetail infra, the problem of placing a
value on tre lessgold inlarests overlying the gas cap of the Prudhoe Bay resenvoirwas particularly
aoute given the ladkofan aaileble and market for Prudhoe Bay gs, and the

trangortation system
uncertainty re?ardlrg when (or whether) a vigble Irangportalion system and market 1or thet ges
would be dave
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accomplish, at leest 3 states (including Alaska) and three Canadiian provinoes have erected statutes

providing for compullsory unrtization under Gartain ciraunstances. 1d., 8912 atk96-98.
|
B. Unitization in Alaska

1. Prc-statchood

Alaska’s statutes relating toaonservation ofaill and gas arcnow aodified iInAS 31.(b.

Many of them, honever, were firstenacted during tamitaal days indh. 40, SLA 196, The weste
ofall and gaswas prahibited Insc. 1, nowAS 31.06.056. Section 2 definedweste nterms virttally
icnacal o those now gopearing INAS 31.06.170(014). Section 3 areated an Alaska Ol and Gas
Conservation Camission, ““to be composed of the Covernor, tre Taritorial Highway Engineer and
the Commissioner of tte Alaska Department of Mines, “who were 1 sene without compensation.

The Commission was givenmany of tre powers and duties now found InAS 31.05.030 (disoussed
belan), including the power toprevent veste. Section 7.1 provided for both voluntary untazation
ad, inthe absence ohvoluttary unrtizatian, carpulsory™ unrtazatian:

To prevait, or to assist in preventing weste, as prohibited by this Act,
Insure agreater ultinate recovery of aill and ges, and toprotect the arnrelatae
ngitsofpersons owning inerests inthe tradts of land affected, such persos
may \alidly integrate treir interests to provide for the unrtaized management,
develgoment, and gperation of such tratsof land asaunit Where, honever,
such persons have not agreed 10 SO Integrate trelr niarests, the Commission,
upon proper petrtian, after notace and hearing, as herelrafter proviced, dell
be vested with jurisdictin, power and authority, and itdsll be isduty
make and enforce such orders and do such things as may be necessary or
proper to carry aut and effectLate the purposes of this ssctaon.

Id. (This language now gopears NAS 31.05.110@) with only minor textual danges.)
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The taritasal comissionspower t compel untizabtianwas limited by section 7.4,

honever, Inthetno compulsory untazataon order would be effective unlless itwas approved by ““the

*

lessees of record of not less than 62.5 percent of the unit area affected thereby and by the owners of

record of not less than 62.5 percent... of the normal onc-eighth landowners’ royalty interest.. ,,”’5

This mirrored the practice in other states: “In general, under these [conservation] statutes a

regulatory agency is authorized to require unitization of a pool or some part thereof despite the
objection of minority' interests therein if a proposed plan has been approved by a requisite majority’

of the owners of interests in the premises to oe unitized.” Williams and Meyers, § 912 at 98.1-99

(1995).
2. Statehood to 1978

Following statehood, the First Alaska Legislature transfcnc the territorial

commission’s functions and authority to DNR. Jh. 64, 8 16, SLA 1959. It also enacted the Alaska

Lands Act, ch. 169, SLA 1959, now codified at AS 38.05, to provide for the management of the huge
land grant given the new state.’l One subsection of that Act, now codified as amended at

AS 38.05.180, authorized the commissioner of natural resources to lease state lands for oil and gas

purposes. Seech. 169, art. VIII, §3(7), SLA 1959.

Following statehood, this provision was codified as AS 31.05.110(d). It was repealed bv ch. 160.
8§ 17, SLA 1978.

Under section 6 of the Alaska Statehood Act, the new State of A'aska became entitled to select
103,350,000 acres of federal land (subsections (a) and (b)), was granted the school, university, and
mental health land grants previously made to the Territory' of Alaska (subsection 6(k)), and
succeeded to the United States’ title to tide and submerged lands underlying navigable waters within
its boundaries (subsection 6(m)). Alaska Statehood Act. Rub. L. S5-508, 8§ 6, 72 Stat. 339 (1958).
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In addrtaion o authorizing lessing of the lads, a praorietary fuctaan, thet subsection
also included gecrfic provisias relating to the untazataon of state lands leesed for all and ges
purposes, a consenvation functdan.  For conservation purposes, lessssswith interests inacommon
saurce of supply of aill or gas were authorized toenter iInto a cogperative or unitplan ofdevelopment
or geeration “whenever determined and cartified by the Commiissiioner 1o be necessary or advissblle
intte public Naest™ The comissioner was given the disaretion “wirth the consent of the hollders
of lessss inolved, o esteblish, alter, dange, or revoke drilllirg, producing, rental, minimum royalty,
and royalty requireraits™ of the leesss ad, again with the consent of tre kessess, to adopt
regulatios with regect o the leeses and an approved cogoerative or it plan determined
“necessary or proper tossaure the proper protection of tre publlic interest.”” Ch. 160, at. VI, 83(7),
SLA 19. The comissionerwas given the power o include instate lessss a provision “‘requiring
the lessee 1o gperate under such a reasoneblle or cogperative or nitplan’ and 1o “presaribe such a
plan under which such a lessee Sl goerate, which dall adequately protect dll parries In niarest,
including Alaska.”” 1d. An approved plan could inclue, in the camissioner”s disoetian, a
provision vesting the comissioner or another person or a state agency with tre auttority” “to alter
or modify front tine to tine the rate of prospecting and the quantaty and rate of production under
such plan.” 1d. FArdly, these provisios were stated 1o be “in addrtion 1o, and dall In no way
rgeeal, dimmish, change or aorogate the provisians of* the 1955 consenvation legislation tret, under

ch. &4. SLA 159, alsowas tte D NR sresoarsibility to adninister.5

J_Most of the provisias of ssctin of dgpter 160, at VILL, SLA 1959, now gopear, with
minor dhanges, NAS 38.05. 180(jp). %Z)e kst two provisias referenced inteeted are now far%'y_n
(@taned...)
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3. Post-1978

In 1978, the lagislature enacted three measures of sighficace here. Arst, dh. 155,
SLA 1978, repealedand lcerectedﬁeslaMeaJtmrizilngﬁeoamissionerofraMal resources o
leese state lands forail and gas purposes, AS 38.06.180. The reenected statute retained the prior
provisias relatirg to unitizatian, including the provisians authorizing state lesssss o iz wirth
others and authorizing the commissioner 1o prescrilbe a ““reasoneblle cogperative or it plan . ..
[wWhich] must adequately protect dll parties in inaest, including tredtate.™” AS 33,06.180(p)- Italo
retaired the prior language thet the provisians of AS - 38.06.180 concemiing cogperative or it plas
are Kaddition toand do not affect AS 31.06.

The second significait 1978 Act was ch. 158, SLA 1978, which trasferred the
autrority” and resporsibility for adninistration of tre state™s ail and gas conservation statutes from
DNR. 1t a newly aeated ““independent qesi—judicial agency of the state,” the AOGCC.
AS 31.06.0B(&)- DNR was given “tre same stading (no more nor less) before the Commission as
granted by law toany other proprietary interest.”” AS 31.(6.026(e)- The ACGCC sattoity” was
maue gplicable to“dl lad Intre state lavfullly subject to mtspolice poners,”” eqaressly including
“dll lad included ina voluttary cogperative or unitpllan of development or goeration etterad Into
inaccordance withAS 38.06.18X(p)."” AS 31.06.027. And, under sec. 5 ofdh. 138, “[alll referances
INAS 31.05 to department or Department ofNaturall Resources exogpt NAS 31.06.026 ddll be reed

as [teAOGCC] morter to jnplanont thisAct.” As areallt, te AOGCC was given “Jurisdician

’(--.antined)
AS 38.06.180(Q)- Section 3(7) also included authorization B state lands 1o be pooled with otrer

lads, a provision tret snow"codified atAS 38.05.18XS)-
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and authority over ail_ pasons and prgperty, public and prinate, necessary to carry utthe pUNpOsSeES
and inentofthisdepter.”" AS 31.06.030(2)- ltwas directed 1 "investigate to determine whether
or notwaste edastsor siIminent, orv\hemerormtoﬂ';rfadsedstv\hichjtsﬁlyor require actian
by it AS 31.06.030(b)- And itwas directed to"'adopt rulles, regulations and orders and take other
gopropriate action t cany”™ out the purposes of tesdgpter.” AS 31.06.080(C)-

The third significant 1978 Act was ch. 180, SLA 1978. So faras releatt here, thet
Act added ““the filirgand ggoroval ofa plan of development and gperation fara fieldorpool norder
o praventweste, Insure agreater ultinate recovery of aill and ges, and protect tte conrellatave nghtts
of persons owning INEerests in the tradts of lad affectsd” © the It of things te AOGCC was
authorized o require. Ch, 160, § 1, SLA 1978 (adding AS 31.06.030(d)(9))- Itadded gthc qentity
and rate of tre production of aill and gas from avell or property,” to tre Istof things e AOGCC
was authoriized 1o regullate ““for conservatiion purposes,”* and provided trat *'this auttority Sall also
apply to a vwell or progperty 1n a voluntary cooperative or unirt pllan of development or geeration
emtered into in accordance with AS 38.06.18)p).” Ch. 18, § 2, SLA 1978 (adding
AS 31.06.03(E)(®6))- The act also repealed AS 31.06.110(d), which had provided thet no
compulsory™ unrtazatianorcerwould be effective unless ratified by the lesssesofat kesst 2.5 paroant
ofthe unitareaand at lesst 62.5 peroent of the owners of the landowners™ royalty interest inthe uit
Ch. 1680, § 17, SLA 1978. Of particular sighirficance here, this act also added anew subroction
the unitization sectian, AS  31.C5.110, whic h provided:

This sectingplies o dl inoluitary” inits formed inthe state. Sbsectians
@ ad © - () of this sectaan goply wdlvoluttary units formed intre Stale
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and t a wlutary cooperative or wnit plan of development or gperation
entered INto inaccordance with AS  38.05.10]p].-

Ch. 160, 82, SLA 1978, aodified aAS 31.06.110()<
C. The PBUA

On March 29, 1977, Adantac Ridifield Company, BP Alaska, Irc., and Exxon
Corporation filedan goplication with the comissioner of DNR pursuant o AS 38.05.180 and 11
AAC 83.35 “for goproval and cartaficataan of a voluntary unit agreement for the Prudhoe Bay
Uhit.””7 The Oill and Gas Conservation Committee inthe Division of Oil and Gas Conservation
¢DOGC 0. which had assured tre poners and duties of the taritaial Conservation Commission,
concluded ttet a plan of gperatias subsequently suomitted by tre gplicants was “casistentwith
sound aonservation practicss based on arretly aailsble data.”™* The DOGC director gpproved tte
gplicataion for the PBUA and the accompanying pllan of geerations and forwarded his decision O
the comissioner on May 19, 1977.° The commissioner approved the director’s decision on June

2, 1977.10D The camissioner also signed the Unit Agreement, approving itas “a unirt plan of

4 Originally this subsection referrad to AS 38.06.180(m), which, prior to its 1978 repeal and
reerectmant, was the provision now adrfied atAS 3B.06.10()- AS 31.06.110(Q) now correctly
refers to AS 38.05.U0(p).

7 Decision and Findings of the Director, Division ofMinerals and Energv Management fFDMEM ]
with Respect to Application for Approval of Unit Agreement, P uoe Bay (May 5, 1977)
(DMEM Decision)at L

* a%é 19, 1977 memorandum from Hoyle H. Hamilton, Director, DOGC, © O.K. Gilbreath, I,
Di , DMEM .

9DMEM Decision a6.

D Approval of Prudhoe Bay Unit Agreement by the Coomissioner of the Department of Natural
Resources (Que 2, 1977) at2.
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development or goeration on behalfof the State of Alaska,”” as authorized by Chapter 38.05 of tte

AlaskaStatutes. PBUA at1,36. Under Artacle 3 of e Unirt Agreement, dll of e il and gas nidts

4
inthe leas=s executed by the State “arc hereby uniitized so that Unirt Operations may  be conducted

as 1ftte Unit Area had been included na sirgle leeseexecuted by the Stateof Alaska.., PBUA,

At 31 a7.
The primary ail and gas reseenoirslbject o the Unit Agreement s referred toas tte

Prudhoe Bay (Permo-Triassic) Reservoir. The Unit Agreement idatafies two portions of tre

reseenoir, the Oil Rim and the Gas Cap.1l The existence of these two distanct portios of te

1 The “Prudhoe Bay (Pcrmo-Triassic) Oil Rim” i “That portion of the Prudhoe Bay (Permo-
TriassiIc) Resenvoir which originally cottained Oill and Solution Gas and which was not origirelly
ocaupied by Gas Cap Gas.”” PBUA, ’at. 5, 85.1(d), p. 17. The Prudhoe Bay (Permo-Triassic) Gas
Cap B*“‘tatportion of the Prudhoe Bay (Permo-Triassic) Resenvoirwhich origirelly contained Gas
Cap Gas and which sdistirguished from the Prudhoe Bay (Permo-Triassic) Oil Rim as being thet
portion of the Permo-Triassic Resenvoir which origirally existed above tre ges-oil cotact or
antects as determined by the Working Interest Omners.”” PBUA, at. 5, 85.1(0), p. 16. Article 1
of tre Unit Agreement provides the folloving other relevant cehintaas:

13 Gas Cap Gas srawal gas (with dl of its caastittet eleats,
including condensatte and ges plant liguads, derived or extracted from itafter
itleaves the Resenvoir) which arigimal ly occurred Ina Resenvolir ingaseous
form and not insolutionwith Gill.

14 Gas Cap is that portion of a Reservoir occupied by Gas Cap Gas
originally inplace and not by Oil or Solution Gas.

* * t
17 oil sany hydrocarbon produced in liquid form at tre wellhead and
originrally existirg in liguid form inthe Resenvoir.

. * +

190il Rim Bttatportion ofaReservoir occupied by Ol and Solution Gas
origirelly in place and not by Gas Can Ges.

* * *

(continued...)
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resenvoirmeans thatall and gas do not edast inthe same prgportion everywhere intre Prudhoe Bay
Tield, and treteach lesse of each working interestowner oerlies a differatamount of aill and ges.
Due insustantaal measure todifficiliess asscciated with placingay ,on the Gas Cap Gas inthe
absence of an available trangportation system and market for thet ges, the working interest owners
oould not agree on asiglle equirty onnership intarest inPrudhoe Bay hydrocarbons.  The working
interest owners therefore divided the Prudnoe Bay Unit into two, lately oerlgping. It
Participating Aress: the Cill Rim Participating Area (ORPA™) and the Gas Cap Participating Area

(‘GCPA’).n Each working Interest owner sassigned a ““tract partacipation percentage’” for each

continued)
1. Dsolution Gas forthe purposes of distarguishing itfrom Gas Cap CGas, B
any gaseous hydrocarton which argirellly coourred inaResenvoir insoluaan
with Gil. Sollution Gas far purposes of distinguishing kkfram Gil, sany
hydrocarton which originally cocurred in a Resenvoir in solution wirth Gl
and which was converted to a gaseous form by changes In pressure or
temperature effected by ordinary productionmethods.  Inattercase, the term
Solution Gas includes all astituat elements Including gas plant licuics
derived or extracted therefran after it leaves the Resenoir.

PBUA, at 1,pp. 24.

P Article 5.2 of tre Unirt Agreement establides tre two Inrtial Partacipating Areas and sstsfarth,
N accordance wirth Bhibit C tothe Agreement, the tractparticipataon percantages fareach working
interest omer:

5.2 Participation/or Prudhoe Bay (Permo-Triassic) Reservoir Participating
Areas. The Oil Rim Partacipatang Area shown on B ibit D-1 and tte Gas
Cap Participatarng Area shown on Bhibit D-2 are hereby establided as tte
nitel Participatimg Aress. The Tract Participatias nitially agreed to by tre
Working Interest Owners for the Oil Rim and Gas Cap Partacipating Areas
arcshown InBhibit C. Tract Participatias have been assigned to tte Tracts
within the Oil Rim Participatirg Area primarily on the besis of il and
Solution Gas origirelly in place and to the Gas Cap Participatirg Area
primarily on the besis of Gas Cap Gas origirally inplace, s determined by
agreement of tre Working Interest Omers. Because development of tre
Tracts and the available information conceming Uniitiized Subbstances 5ot
complete enough toal lov frral determination of Traci Participatia s ss of the
(atanal..))



vUu il Au U vveviv it itvvjvy Im\ Vi » «ou o» L [ 1M iw'

Commiissioner John T Shively and David Johnston duly 3, 19?2

663-96-0121

leee (or tract) itholds in each participating area. B Production from the Uniic is allocatad to each
partacipating area ““in accordance with methods, formulas and procedures as provided inthe Unit
Qperating Agreement.””4 The stated goall of. these“methods, formullas and procedures” istoalloate
Gas Cap Gat to the Gas Cap Participatirg Area, and toallocate Oill and Solution Gas to the Cill Rim

Participating Area.} Production that hes been allocated 1o a partiaular partacipating area sthen

Effective Date, the Working Intarest Owners agree ttet tre it Tract

Participatias dall be slbject toadjustments or correctias as provided ntre
Unirt Qperating Agreement.

PBUA, at 5,p. 17.

B Because theOil Rim Participatirng Area and the Gas Cap Partacipatang Area over lap axsiderably,
most of the leases received tract partacipataon peroentages inboth aress. Compare Unit Agreement,
Bh. C, Part 1at C-1 HiraghC4, with Unit Agreement, BExh. C, Pan Il atC-5 through C-7.

4 Unit Agreement, At. 6.1. The Unit Qperating Agreement isa sgparate agreemenc among the
working interestoaners towhich the State snota@ty”. The Qperating Agreement deals in cetail
with, among other thirgs, voting ngits Arts. 5, ), tract geeratias AL 9, taxes (. 12),
insurance (Art. 13), production allocation (Arts. 27-29), and Unirt expense allocaticnand adjustments
Arts. 30-3). However, “@jsofar as tre respectave nigtts and doligatias of Working Interest
Owners on the one hand and tre State of Alaska on the other hand arc concermed, this [Lhit]
agreement sall aottrol In case of any arflict between itand the Unirt Operating Agreement.”
PBUA, at 18, p. 3.

B Unit agreement, Article 6.1. The cehinrttaas ofGas Cap Gas, Gil, and Solution Gas arc set farth
nnote 11. above. Artacle 6.1 provides as folloss:

Allocation o fUnitized Substances Producedfrom Participating Areas. AJl
Unitized Substances produced and saved from tte Unit Area dall ke
allocated to the Participating Area established for such Resenvoir and o tte
Working Interest Owners tterein; except ttet where there are separate Oil
Rim and Gas Cap Participatarg Areas within a Resenvoir, production
therefrom of Gas Cap Gas gHll he allocataed to the Gas Cap Partacipatirng
Area of such Resenoir, and to tre Working Interest Owners therein, and
production therefran of Oil and Solution Gas dall be allocated to the il
Kim Partacipating Area ofsuchResenvoirand to tteWorking InterestOwners
therein. Such allocataias dall be naccordance wirth methods, formulas and
procedures as provided inthe Unirt Operating Agreement.

(continued...)
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further allocated to each working interest owner based upon the sum total of tet owner s tract
partacipataon percatages inttetarea . S:2eAOGCC Conservation Order No. 330, August 9, 1995
(revised November 3, 19965) CT.0. 380" at 13, H! 102,103. For exarple, BP XA receives 50.63
peroent of production allocated © the Ol Rim Partacipating Area but only 13.84 percent of
production allocated to the Gas Cap PartaicipatingArea. 1d. ARCO and BExxon Co. USA (‘Bxxon™),
on the other hand, each receive 2178 peroent of production allocatsd to tre Ol Rim Participatarng

Area and 42.56 percent of production allocatsd 1o the Gas Cap Partacipatang Area. "7

(-..atined)
Unitized Substances allocated to each Working Interest Owner in a

Participating Area dull be alloccatsd t© the saeral Tracts In such
Partaicipating Area inwhich such Working Interest Owner owns aWorking
Interest inthe proportion that the product of such Working Interest Owner s
Working Interest in each such Tract nultiplied by the aurent Tract
Partacipation for such Tract bears 1© the sum of dll such products for thet
Working Interest Ownner. The amount of Unirtized Substances allocated to
each Tract, regardless of whether the amount ismore o: less then the actial

reduction of Unirtized Substances from tre well or vells, 1Fay, on such
flat, gl be deemed for dll purposes to hae, been produced from such

Tract

Y Ibid.
" Other owners and treir respective interests are:

o QKM GCPA
Mobi I Oil Co. 1.8 0.28%
Fhillips Petroleun Co. 1838% 0.26%
Chevron USA Production Co. 0.67% 48%
Amerada Hess Corp. 0.54% JU%
Texaco Bploration and Prod. Co. 0.55% Y%
Louisiana Land and Bqploration Co. 0.04% YU%
Marathon Qil Co. 0.05% %
Sell Land and Energy Co. 0.14% %

C.0. 360 at 13,7 103.



I _do Itiu UOMU rri HUUOo rHA nu. aui cio tone r. to/so

Commissioner John T. Shively and David Johnston -My 3, 1996
663-96-0121 PaSc15

D. Recent AOGCC Action: The “M1/NGLW Dispute

A dispute hes arisen between the two working interest owners respansible for
Qperating the Prudhoe Bay Unit-ARCO and BPXA-regarding the proper leels of natural ges
licuids (NGL s””)and misciblc injectant (‘M 1), respectively, 1o be derived from the Unitsseparator
off-ggs.B NGLs can be blended with aill and shipped through the Trans-Alaska Pipeline System
(TAPS™) for sfle. MI B used as an integral part of the Uniit’s enhanced aill recovery (BOR)
progran. The Catral Gas Feality (F'CGF”), honever, can prooess onlly a fixed anount of ssparator
off-gsseach ciy. As aresllt, producing more NGLs for sale and shipment through TAPS reduces
theamount of M1 awilable Tor EOR projects. Because dl aill derived from enhanced ail recovery
sallocated to te Ol Rim Participating Area, and 90 percent of e NGL s are allocated 1o the Gas
Cap Partacipatarg Area, C.0. 360 at~ 104, BPXA berefrts fron greater production of M1 for
enhanced all reowvery, while ARCO (@ad BExxon) baefit from greater production of NGLs for
bledingand sle. See id ™ 153.

Effective February 1996, Alyeska Pipelire Service Co. CAlyeska’™), the goerator of
TAPS, removed al Iimits on the volume of NGLs ttat coulld be blended with aill for shipment
through TAPS otherthen one based on vepor pressureaarol. C.0. 380, ™ 10. ARCO, as gperator
oftte CGF, 1noreasad the production of NGLs tomeet the new vapor pressure aorol Imit. 1d .,

12. BPXA, asgoerator of Skid 50 (where NGLs are blended wirth aill forcelinvery ©TAPS), refused

H Sgparator off—ges B hydrocarton and nonhydrocarbon ratural ges, includingNGL Components
and dll otrer castatuent elements of such retural gas exoept Separator Liquid, thet isproauced or
otherwise voided from tre Resenvoir .. . Prudhoe Bay Unirt Qperating Agreement, 826.002 atp.

114 @pril 1, 1977).
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toallow these additical NGL s 1o be blended with the cmde ail stream, effectively precluding the
production ofeddidcel NGLs. 1d. A 13. ARCO attempted to blend eddrticral NGL s atan earlier
point in the process but BP XA further reduced Skid 50 blending to offsst ARCO seffats. i1d.

ARCO brought itsdisutewith BPXA o theAOGCC, and asked itto rule tret tre
best conservation practice concerning NGLs and M1 istOblend and ship the maximum volume of
NGLs alloned by TAPS. C.0. 360 atf 14. BPXA, intum, argued that the best consenvatiion
practice would be 1o produce the greatest possible quentity of M1 (700 nirascipd) at tre exense of
greater blendingof\NGLs. 1d., 15and 18. Each contended *?t only mtsapproach would prevant
veste. 1d., A, B, and 97.

The AOGCC accepted AR C O spositian, concluding tret ““@t lesst inthe shon term,
the quantity and rate of production of aill and gas most lilkely to prevent waste and ensure greater
ultimate recovery s to produce the maximum blendgblc volume of NGLs from hydrocarbons
celnvered o the CGF. ™ C.0. 380, Conc™usion 16. How"over. theAOGCC aosidered it “‘inlikely’
that the parieswoulld be before iton the questaion whether tomaximize blendeble NGLs or make
more M1 ifthe omership mtarests intre 01l Rim Partacipating Area and the Gas Cap Participatarng
Areawere integrated. 1d , 140. For tre future, te AOGCC offerad itspreliminary conclusion tret
further integration of the il Rim Participating Area and the Gas Cap Participatiing Area would be
necessary:

ufficiatt evidence has been heard regarding the effects of property and

aotractual arrangements on Prudhoe Bay development and goeration

convince the [AOGCC] tret the next phase of these proceedings should be

more focused than the gereral Inestaigataion previossly antaicipated. 1€
gopears ttat more complete untizatian and Integration of Interests in die
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Prudhoe Oil Pool will be necessary 10 prevent weste, ensure a greater
ulamate recovery of aill and ges, and protect conrellative rigts. Consequently,
in the absence of wluttary effats, furtter hearings in this matter will be
directed tonward develgping a plan of compul sory unrtazation.

Id, Conclusion 18. The AOGCC ordered a hearing ““to develop a plan for compulsory unrtazation
of the Prudhoe Gil Pool,™" crtairg AS 31.06 gererally and AS 31.06.027, 31.06.030, 31.06.0%5, and

31.065.110, gecifically, as authority. ¥

THE AOGCC CANNOT COMPEL UNITIZATION OF OIL AND GAS INTERESTS
WHERE THOSE INTERESTS ARE ALREADY SUBJECT TO AUNIT PLAN APPROVED

BY DNR UNDER AS 38.05.180(p)

A. The AOGCC’s Compulsory Unitization Authority Is Limited to
Instances Where the Parties Have Not Entered into a Voluntary Unit

Approved by DNR Under 38.05.180(p)

Because adninistrative agacies “‘are aeatures of staiue, deriving from the
legislature the authority for the eercise ofany pov-er they claim,” Rutter . State, 6638 P.2d 1343,
1349 (Alaska 1983) (artataon anrtted), an agency canot 1ssLe an order whiich goes beyond its
statutory auttority. Far North Sanitation VAPUC, 825 P.2d 867, 870 (Alaska 1992). See Leedom
\. Kyne ,358 U.S. 184, 183-89 (1959). The isse here Bwhether the legislature hes authorized tae

AOGCC tootertre futher initizaticn ofaill and ges intarests thet are alreedy sLbject toa unit plan

approved by DNR under AS 38.05.180()-

DB C.0. 330, Order 2. For mtspat, DNR determined thet italso had jurisdicaon tohold ahearing ad
IS e orders relatig o the M1 /NGL disute. Decision Regarding Junisdician, In the Matter o f the
Appropriate Reservoir Managementfor Optimization o fNatural Gas Liquids Blending. Utilization
ofMiscible Injcctant, and Maximization o fthe Economic and Physical Recovery within the Prudhogf

Bay Unit, before the Commissioner ofNatural Resources and Coomissioner of tte
Revenue (August 20,1995) (DNR Decision re: drigdictiat’) at 1-2and 81-&2.
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1. AS 31.05.110(q) limits the AOGCC’s compulsory' unitization
powers to jil and gas interests not already part of a unit plan

approved by the DNR
The principal statutory provision establishing thet the AOGCC 5 compullsory
unirtization authority does nor extend to cases where all and gas lessses have allreedy agreed
integrate their interests under a plan approved by DNR is AS 31.05.110(@)- That subsection makes
oil oF AS 31.05.110 gplicable o inoluttary units, but only some of its provisias gplicble
volutary units and those entered  into and approved by DNR under AS 38.05. 180(p):

& InvoluN,i«>"

Thissectim|i.e., AS 31.06.110] gplies rodl involuttary wnits formed ntte

sate. Subsections @ and Q) - (p) of this section goply o dl volutary units

formed I tre statle and ©© a wluttary cooperative or wnit plan of

development or geeration entered Nt inaccordance with AS 38.06.18)(d)-
AS 31.05.110@)- Sibsectios (b) - (H—thosc trat exoressly do not apply to voluttary wnits and
those enterad I uder AS 3B.06.1 (p)—are the subsectians governiing the AOG C C scompullsory
unrtizataan poners.

Subsection (), the first subsection identified by the legislature as not goplying ©
DNR-approved wnitplas, empowers e AOGCC 1o 1sse an order “providing for the untazatian
and unirtized gperation of the pool”” if;, after notice and hearing, the commission “fircs et (1) te
unrtazed management ... ofapool Breesorebly necessary tocarryon ... [ay] form of ionteffart
calaulated to sustantaally inoreese the ultimate reovery” of aill and g3s from tre pool; @) one or
more of the unrtazsd methods of goeration ... s Tessible, and will prevent veste . . ; @) tte
estimated additioal ast, ifay, of conducting such gperatians will not exceed the \value of tre

additical aill and gas 0 recovered; and (@) the unitizataan and adoption of one or more of the
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unrtazed methods of geeration isforthe common good...."" AS 31.05.110(0)- The next subsection
idntafied by tre lagislatureas not aoplying to DNR-approved unitplas, AS 31.05.110©), sets farth
the gocific provisias the order must antain. 0 OfFpartiadlar relevance here BAS 31.05.1100)Q),
the provision thaet empowers tle A0 G c ¢ 1o esteblish “the division of interest or formulla for tre
apportiomment and allocation of the unit production  ”” Because the legislature hes secifically
indicated tret thisprovision does not gpplly tounitplans approved by DNR, theAOGCC clearlydoes

not have the power to compel the sigatories  ttre PBUA to adhere 1o an gpportioment and

allocation formula devised by the comission. 2
The Alaska Supreme Court recognizes a presurption ““tret the lagislature intended

everyword, sentanee, or provision of a statute to have some purpose, farce, and effect, and tretno

0 AS 31.05.110(©), among other thirgs, recuires tret tte order include provisians far “the efficiat
unirtized management’” of the unit wirth actual goeratias carried on by the unit itselfor by one or
more ofthe lessses designated by vote of tre lessa=s (ad “hot by the [AOGCC]™) as unit gperator,
AS 31.05.110©)(@D); a “division of interest or formula” for fairly and eguirtably gpportioning and
allocating production from the it 1o the those entatded 1o Share inor berefrt from that production,
AS 31.06.110(0)(2); tre firacing and saring of assts of unit development and gperatian,
AS 31.05.1100)(); tre procedure and kesison which wells and equipment on treunitized landwall
be taken over and used for unit geeratias, AS  31.06.1100)(@); ‘an goerating comittee tohave
gereral oerall management and aontrol of the unirt* and subordinatte ““subbcomirttees, boards or
officars’ as required for effiaaet management, AS 31.06.1100)(5); ““the time ™ ™en the plan of
unrtizataon becomes effective,''AS 31.05.110(C6) ; and the time and manner “by which the unitdall
ormay be dissolved and itsaffairswound yp,”’AS 31.05.110©)()-

v The other susections thet do not gpply 1o unit plans approved by DNR, AS 31.05.110(d)
through @), alo relae o tthe AOGCC s compullsory unitization poners.  Subsection @),
AS 31.06.110(d), prior to msregpal by dh. 160, § 17, SLA 1978, provided thet no compulsory”
unrtazataan orderwould be effective unless ratifid by thelessees of at lesst 62.5 peraant of the unirt
area and at lesst 62.5 peroait of tre owners of tte landowners” roalty intarest in the Uit
Subsection () provides ttet tte AOGCC s hearings and other proceedings walll be govermed
gererally by tte procedures st forth in AS 31.06.040 (regulatias and ardars), AS 31.05.050
(oax), and AS j1.06.080 (acaan by camission). AS 31.06.110(e). FArally, subsection (B
prahibrts production fraom the unit by persons other then those authorized by the unitand inany
manner not provided far inthe plan of unitazatian. AS 31.05.110(F).
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words or provisias rncperfluoss.” Pydwell V. Anchorage School District, 864 P.2d 526, 530-31

(Alaska 193) (ctatin anitted). The onlly inteypretation of AS  31.05.110(q)) tret gives fulll effect
todl of itsterms stat the provisians establishing the A0 G C C s campullsory unirtization povers
(AS 31.05.110()«F)) do not goply t voluttary units and unit plans approved by DNR  under
AS 3.05.18Xp)- Any other readingwould render that subsection utterly syperfluous.  Moreover,

by seecrfically idntafying only subsectias @ and (@) through () as gplying o wnit plas
approved by the DNR, tre legislature hes clearly manifested an intent thet the subsections not so
identafied do not gply. See Barrel V. Burrel, 696 P.2d 157, 165 (Aleda 1984) (“Tijt san acoepted
rule of statutory aastruction thet to incluce sgecrfic terms presunptively excludes those whiich are
notenumerated ). See also 2A N.J. SInggEr, Sutherland Statutes and Statutory Construction 847.24
a22s Gth Ed. 1992) (sae). The AOGCC therefore may not goply s caonpulsory unrazatian
poners 1o ail and ges interests trat are alreedy sUbject to a unitplen, such as the PBUA, thet hes
been approved by DNR under AS 38.06.180(0).2

2. AS 31.05.110(a) confirms the legislature’s intent to limit the
AOGCC’s compulsory' unitization powers to oil and gas Interests
that have not beenvoluntarily unitized

AS 31.06.110@) confirms tre lagislature’s intent o limttte AOG C C s aompulsory”
unitization povers 1o all and ges intarests thet have not been olutarily untizd.  That statute

prorides as follons:

r As noted previasly, the PBUA was approved not onlly by the Cormissioner of DNR, lut
by the AOGCC spradecessor, theOil and Gas Conservation Comittee inthe Division of Oill ad
Gas Conservation. Xliismemorandum, honever, does not address whether principles of estoypel
or other lecal doctrines may be invoked to preclude the AOGCC from alienirc thie terms or the

PBUA.
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To prevat, or 1o assist In preventing weste, to insure a greater ultinate
recover}” of aill and ggs, and o protect the correllative nights of persons
owning interests in the tradts of land affectad, these persons may validly
integrate their interests to provide, for the unitized management,
development, and operation ofsuch tracts o flandas a mlitSWhere, however,

they have not agreedto integrate their interests]the [AOGCC], upon proper
petrtaan, alter notice and hearing, has jurisdiictaan, power and auttority, and

itis isduty tomake and eforce orders and do the things necessary or proper

1o cany out the purposes of this section. bof nai 1umlkef fa

i : r
(hmbaswaddeld ) Hn-"Uir"A -
) aFsil <=~d c
The two sentences of AS 31.06.110(a) sstoutwo alterrative methods farunitazing \J

al ad ges prgErtes.  Arst, itauthorizes te parties o agree o inteyate teir lads. Where the
parties have notdone <0, honever, theAOGCC seqaressly given ttepower todo what isnecessary
o acoconplish tet result— i.e., to compel unrtazation.

The goal of statutory arstructian, of course, B*“to give effect o the legislature™s
intent, with due regard for the meaning statutory language conveys to otters.” Tcsoro Alaska
Petroleum Co. \. Kenai Peninsula Borough, 746 P.2d 896, 905 (Alaska 1987) (citation anitted).
The frstsentence ofAS 31.065.110@) provides for voluitary™ untazataian with no mention of tre
AOGCC. The AOGCC seqressly given "juisdicaan, poner, and authority " only inthe second
sentence, subject 1o the condirtion precedent that the parties ""have not agreed 10 Integrate thelr
interests.”” The meaning this language conveys to others is et the AOG C C s power 1o compel
wnitization & limited 1 instanoes inwhich the parties have ot integrated trelr inaests.  This
meaning isarsistat also with the purposes gererally of conpullsory® unrtizataon statutes, which are

a legislative response to the need for conpulsory process to deal wirth persons having minority
interests in premises overlying a producing formation who refuse to unitaze trelr premises with
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otrers despirte the pblic intarest inmax imum recovery of hydrocarbons. ™Willians and Meyers, 8
912 at 96 (emphesis adcked).  Hrdll persons with intarests overlying a producing formation agree to
unirtize thelr Intarests, there isno need fara compullsory proosss.

Ifdie laislature had Intended the AOGCC 1o have the same jurisdiiction, poner, and
authority where the partaes had alreedy agreed to integrate trelr interests, noreover, the language
conditioning the eqoress grant of thet power 1o instanass “[w]here . . - they have not agreed ©
inteyrate treir interests” woulld have been unecessary and superfluous. See Rydwell, 864 P.2d &
530-31 (courts presure legiskature intended every word, sentence, or provision of statute to have
purpose, foee, and effect). Limiting the AOG C C s power to compel unitization to instances in
which the parties “have not already agreed 1o integrate treir interests” gives purpose, face, ad

effct tothet prase. B

B The AOGCC also gopears o have interpreted its gereral povers under AS 31.06.030 and 1ts
goecific compulsory unrtazataion authority under AS  31.05.110 as reaching onlly those cases where
an agreement has not alreedy been eterad Into:

A copy ofanagreement \alidly integrating the interests of dll persons ovning
interests in affected property In the pool or portion of the pool forwhich
development B contenplated by the gperator must be filed with the
[AOGCC] no K& then 30 days before the commencement of reguar
production from the pool. In the absence ofan agreement, the [AOGCC]
will, in isdisaetion, after notice and public hearing inacoordance with 20
AAC 5.50, 1Issean arter aeating aunit, or an area of partacipatacn wirthin
auit, which integrates the interests of dll persons owning an interest inthe
pool or a portaion of tre pool.

20AAC 25.517/(C) (empnesis aded). The AOG CC *s lagstanding interpretataon thet: itscompulsory
itz authority gyplies only ““[ihthe absence ofan agreement’” isof course arsistent with tre
limritataas imposed by AS 31.06.110@) and AS 31.06.110(@), and thus should be giveneffect. cf.
Public Defender Agency \\ Superior Court, Third Judicial District ,534 P.2d 947,952 (Alaska 1975)
Cfgjantaruous, contemporaneous and prectical interpretation by exeautive officars ... savalusble
aid Lndetermining meaning' ).
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3. The statutory provisions describing the AOGCC’s general
jurisdiction and powers are not inconsistent with the conclusion
that it cannot compel further integration of oil and gas interests
that are already subject to a unit agreement approved by DNR

There areanumber of statutory provisias thaet defire inbroad terms the scope of the

AOGCC sjunglicionand auttoriity, Mo stNighificantamong them BAS 31.06.030, which provides
J &WASML HAEG |
P A

Sec. 31.06.080. Powers and duties of comiission. 35 \\fd\r~

@ The commission hes jurisdiction and authority over all persons
and prggerty, public and prnate, necessarv 1o carry out the purposes and (
intem ofthis dgpter. - A

® The commission dall Inestaigate 1 determine whether or not
weste eastsor s ITminent, orwhether or not other fadts east which pstafy”
or requireactian by i

© The comission dall adopt regulatias and orders and Lake other A
goorgoriate action o carry aut the purposes of this dgpter. P crT(x{xoL~

@ The comissionmay require ... (9) tre filigand gooroval of \ -n
a plan ofdevelopment and goeration for a field or pool Inorder wprevenit ~ ~ A y

weste, Ineure 3 greater ultinete recovery of all and ges, and protect the™y™ fhar
axrelatne ndits of persons 0" *ng  INterests in the tracts of lad affect=d.
© The commission mey regulate, for conservation purposes ... ®) p

tre qentaty and rate of the production of all and gas from a well or a .
property; thisauthority Sall also goply to avell or property inavolutary a i»
aogperative or unit plan of development or geeration entered INto N 4
accordancewith AS 38.05.18X(p)-

Other statutory provisias confirm the broad soope of the AOGCC s auttority.  For exanple,

AS 31.065.027 provices ttat tte AO G C C “sauttority “‘gplies todl lad intre state lavfully subject

1o ispolice poners’” ad, inpartaalar, “gplies dl lad included ina volutary cooperative or

unit plan of developrent or gperation entered INo In accordance with AS  38.06.180(p).”

AS 31.06.025(e) provices tet e DN R ““dall have the same standing (no more or less) before the

loi* M R
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[AOGCC] as grated by law to any other propriety interest.”” AS 31.06.080() provices tHettie
AOGCC *“may actupon msown motion."" Arally, AS 31.05.095 prohibits the waste of il and ges.

The question iswhether these broad grants of power o the AOGCC overrice tre

goeecific limitatias ofAS 31.05.110(0) tret the AO G C C s compulsory unrtazation powers do not
appiy o aill and ges intarests trat arc alreedy subject o a volutary unit agreement or a unit plan
entered into and gpproved by DNR under AS 38.05.18X(p).-

a. The statutes establishing the AOGCC’s general
jurisdiction and powers must be read together with the
legislature’s grant of authority to DNR and the specific
limitations set forth in AS 31.05.110(q)

SEauary” aostruction begins wirth an anallysis of the language oftie statute construed
n lightof mspurpose. Borg-Warmr Corp. V.Avco Corp., 850 P.2d 628, 633 n. 12 ((Aledka 1993)
(atation anitted).  Ordirarily, an unambiguous statute s enforoed as wrirtten wirthout judicial
aostruction or nodificatian. Lake \. Construction Machinery, Inc., 787 P.2d 1027, 1030 (Alaska
1990). u[H]oncver, ths role isnot aottrolling when a seemingly unambiguous statute must be
cosidered In conjunction with another aot.  In tret e, [tte court] willl examine the legislatine
history and adopt a reasonsble aonstruction which realizs lgislative intet, avoids anflict or
Incosistacy, and gives effect to every provision ofboth ads.”” 1d.  (Citataon anirtted).
The statutes establishing the A0 G C C “sgareral jurisdictaianand powers must be reed
In conjunction with AS 38.06 and tre provisias ttet seectfically empower the DNR 1o approve
voluntary” or cogperative unit plas of development on state laad, as well as with tire gecific

linrtatias sstforth NAS 31.06.110(¢)- The most reasorneblle interpretataon under this gpproach B

nA”
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tret the legislature inteded o limitthe A0 G C C scompullsory untazataan povers 1o ciraunstances
where the leesgolders had not alreedy agreed to unitaze thelr interests under a plan approved by
DNR. This aostruction “‘gives effect to every provision of each at,”’ Lake, 787 P.2d at 1030, by
recognizing te lggranate statutory doligatios of DNR and the specrfic limitatias of
AS 31.05.110(@), while acknowledging tte AOGCC s power © cary out is statutory
resaosibilrtaes on all land-including state-oarned land alreedy included ina unirt pllan approved by
DNR—through isdallity” t© iss.e orters that recpire or forbid oecificail field engineering practicss.
This aostruction “‘raalizs lggislative Inet, ”Lake, 787 P.2d at 1030, because, among other thirgs,
KksarsistEtwith tre I-gislatucs view trat compulsory unrtization isa remedy of kstresat. See
infra.  This costructaon also “avoids axflict or incosistency’” by recociling DNR s statutory”
regusitility” oapprove unrtplans on state ladwith te A0 G C C s dality” to prevent veste, ensure
te greater ultinate recovery of aill and ges, and protect correlatave nights through orders relating
seecific al field engineering precicss. A lagislative grant of juniisdicaon o tte AOGCC over dil
lad In the state sinply s ot iInoosistat wirth tre legislature’s concurrent decision © Imit the
soope of the particular remediies or povers aailable othe AOGCC under certain ciraunstances.
b. The legislature’s specific instructions regarding the
limitations of the AOGCC’s compulsory unitization
powers control over the more general expressions of the
scope of the AOGCC’s authority
Even ifthe statutes governing the AOG C C sgereral powers and jurisgdictionwere
somehow interpretad as beiing inoorsistant with the goecific limitatias of AS  31.05.110(0), tre

limitataas sst forth n this latter provision must be given effect. It isan acoepted rule of statutory
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aorstruction thet *“ifa goecrfic sscaon arflicis with a gererall ssctaan, the secific sectaion aonrols.™
Burton \.State Farm Fire and Casualty Co., 796 P.2d 1361, 1363 (Alaska 1990) (Citataon anrtted).
Because tre legislature articulatsd a goecific et under AS 31.05.110(0) t© exempt unit plas
approved by DNR from the statutory provisios relatirg o the A0 G C C scampulsory unitization
poners, die Alaska courts willl give effect o thet intat, regardless of the existence of otter, more

gereral statutory” provisians thet coulld be interpreted differantdy.

4. Legislative history supports the conclusion that the AOGCC’s
compulsory unitization powers do not extend to oil and gas
interests that have already been included in a unit plan approved
by the DNR

Construing AS 31.06.110 as evircing a lagislatne it tet tte AOGCC s
compulsory untazaticn auttority s limited 1o irstances where the parties have not egreed to inteyate
teir inerests also sarsistatt with the statement of legislative policy thet accompanied the 1978
repeall oFAS 31.06.110(d).2 A Free Conference Commirttee ketterof intent adopted unanimously
by the full House of Representatives reveals a clear lggislatine preference forvoluntary untazatian
and an intent tret conpulsory”™ unitazatianbe Timited to cases of “‘extrene recsssity”™” where the partses

had not Hgreed to unrtaze \oluntarily-

AS 31.065.110(d) provided tret a caompullsory unitization order would not be effective inlless
approved by the lessees of at kesst 62.5 peroat of the it area and tte owvners of at lesst 2.5
percant of the landowners®™ roalty nterest.  ltwas repealed iInsec. 17 of dh. 160, SLA 1978; the
AOGCC was granted itsunrtaizataon authority indh. 158, SLA 1978. Both of tie hills ttat became
d. 180 and dh. 158— HB 815 and HB 830, respectively —were sponsored by Rep. Chatterton and
were aosidered comterporaneously, or nearly 0, during the conmirttee hearing prooess in both tre
House of Representatives and the Serate. The hill tret became dh. 160, moreover, was pessed by
both the House of Represertatives and the Senatte two days before the il et became dh. 158 was

. Under these fdis, tre e releatttothe of AS 31.05. s‘a I Source
(ﬁ%derm of layisktne irmtrﬂgy_lmerlying ﬂeAquCJ-)aéIC 5 miﬁzatiojﬁjo( ity. FzrSoeloeeState \VA
Bundrant, 546 P.2d 530,545 (Alad@), app. dismissed sub nom. Uri \.Alaska, 429 U.S. 806 (19/5).
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Section 17 of FCCS SCS HB 815 repeals Section 31.06.110(d), thus
providing the Cormissioner with the power to force all working and royality
interests in a pool or field, the boundaries of which are delineated by the
Department, to cogperatively iz "tar interests in a manner which
protects conrelative rigits and provides for the management of field
development and gperation as a sirglle unit, thus affording the best known
methods for the prevention ofwaste as defined by AS 31.06.

It srot tre intentofthe lagislature trat the Conmissioner draftand impose
a unrtazation agreement and the terms of the agreement upon the parties of
Interest, exoept In cases of extrene necsssity.  Rather it sthe intentof the
legislaiure tet the Commissioner normally edercise his authority
encourage the parties in intarest to timely negotiate and firalizz avoluttary
unit agreenent, ar, when petitaiaed to do 0. and he aonsiders untazatian
neosssary for the purpose ofmeetiing the intent of this digoter, by draftilgan
agreement foracogptance by theparties. The agreement shauld, tothe extent
possible, atainf) terms which meet the needs of dll parties Inamanner tret

encourages acogptance.
1978 House Jourmal (Jure 16, 1978) at 1720."" Broadly construing the AOGCC *s canpulsory

unrazataan poners topermit itto compel amendment of a unirt agreement gpproved by DNR  under
AS 38.05.180(p) would be cotrary 0 the lagislatues stated Intat © encourage voluttary

unirtazation and 1imit compullsory unirtazataion 1o cases of “‘extreme necessity,"16 lewould also be

5 HB 815 ulanately became dh. 18, SLA 197S. At tre time the lgislature passed tre ill, the
AOGCC had notyet been areated and inplementation ofAS 31.05 was dill the regosibility of the
DNR. The referances to the “‘Commissioner’” and the “Department’” were thus gopropriate at the
tine the letterof intentwas adopted. The lettar revertieless evinces a clear legislatae preference
forvoluttary initization under the statutes tret now defire the powers of the AOGCC.

21 Die only legislative histary” of AS  31.06. UO(Q) disoovered to date isaontained inwhat gopears

10 be the minutes of tte House Finance Committee far Aorill 27, 1978 (. 35). These minutes

%Jirlmarize the testinony of Rep. Gatterton, the sponsor of the kil thet added suosection (@), as
ons:

Section 12, [Rep. Crattertm] advised, adds a new subsectiion (Q) tret triesto
assure that the consernvation statute gplies equal ly 1o lads tret are incluced
inaunrtand are under Trtde 3B, which Bnow a \very gray aea.

(continued.,,)
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atrary towhat one traatiecalls the “‘guiding principle’* when a guestion israissd as to the extent
towhich an ail and gas conservation order can modify apre-existingantrect: “That i, there sa
preferance for freedom ofantrect. A ... coservation order shoulld extend only so faras necessary
 prevent waste and protect correlative ngis.'” 1 B.M. Kramer and P.H. Martin, The Law of
Pooling and Unitization § 13.08at 13-55 (dEd. 194). This preference for freedom of corect B
not surprising ginen, as noted previassly, how diffialt itis o uinitizevoluntarily.  Such agreements
“ardirarily are the products of log and careful negotiatias among the owners of Interests ntte
pramises sought to be ... unitizd, [wirth tre] negotiiations extending insome cases over a number
ofyears."" Williams and Meyers, 8924 at50. “Each negotaation hes itsown unigue problems and
( sustantaal d<llks arc required of those persons seeking 1o dotalin agreement on a . . . Lnitazatian
plan.” 1d. The record conpiled In the AOGCC proceedings folloving issuance of C.0. 360
Yports these gereral essertias, and dov's, IFaything, that negotiating the PBUA and tre
provisians iIn the Unit Qperatting Agreement implementing the PBUA s two participatirg area

structurewas even more difficulitthen the usual ==

\... continued)
This summary does not reuut the conclusion that subsection (@) makes all of AS 31.05.110

gplicble © inolutary uinitsand onlly subsectiaos @) and (@) through (p) gpllicable © unit plas
gpproved under AS 35.06.180(p). Under subsection (@), the “‘conservation statute * clearty gpolies
o lads included inaunit under Titde 38; the onlly provisias of tre stature ttet do not goply are
those relating t compulsoty initizataan, as they are umeosssary™ where a unit haes alreedy been
approved by the DNR. This legislative histary” docs not overcome the goparent meaning of the
Saile. Cf. Chohvak V. Worley, 912 P.2d 1248. 1253 (Alaska 1996) islatne histoy” was
irsufficiently strog to require tret litaa language of statute be narroned by interpretatian).-
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5. Substantial considerations of public policy’ support the conclusion
that the AOGCC’s compulsory' unitization powers do not extend
to oil and gas interests that have already been included in a unit

plan approved by the DNR

The AOGCC'’s primary responsibility is to prevent waste.Z7 As identified in both

AS 31.06.03(d)(@) ad AS 31.06.110@), itsbroeder resusibilities are o prevet veste, O ensure
agreater ulamate recovery of all and ges, and toprotect conrelatinve ngdits.  lisfoass ison proper al
Tfield engineering preciass. 71 Ithas never been an active partacipant in the negotiation of unit

agreements on state lad. @ Ithes no statutory authority to consiider and no eqeertise inthe kind of

77 AS 31.06.030(b) statestrat te AOGCC “dalll inesticate to determine whether or not weste
edasts or s IMminent, arwhether or not other facts exastwhich justafy or recquire action by i’ The
Wyoming Supreme Court, interpreting a statute tret n al sustative respects B idaacal
AS 31.06.080(b), hes stated thet hhe primaiy function” of Wyomiing samnalogue othe AOGCC B
“the prevention ofweste.”" Majority ofthe Working Interest Owners in the Buck Draw Field Area
\. Wyoming, O il and Gas Conservation Commission, 721 P.2d 1070, 1080 (Wyoming 198).

71 See, e.g., 1984 Inf. Op. Atty Cen. (il 4; 166-198-84) at 8-9 (footnote anrtted):

[T]he [A]OGCC, tredutiesand poners ofwhich aesstaut inTitde 3l oftre
Allaska Statutes, 1sresporsible statemice forensuring max imum recovery of
o1l and gas by means of consernvation orters which diciate the engineering
nec;anics ofall and gas production (flovrate, surface casing requiranents,

etc).

See also Testimony ofFAOGCC Chairman David Johnston before the Senate Resources Committee,
r 12, 19%, at 17 (“interms ofour cefintaan ofweste, itdoesn *ttalk t econamics, but &
talks about good all field engineering practicss’); id at 28 (agreeing with Sen. Pearce thet the
AOGCC riconcermed with “‘good engineering pracacss °); testimony ofAOGCC Chairrman Chat
Chatterton before the Senatte Soecial Commirttee on Ol & Gas, March 31, 1987 (minutes folloving
“Number 34S™") (AOGCC daocs ““lIimitarg of production purely from an engineering stadooint’ ‘).

B Although 20 AAC 25.517(@) requires gereral ly that an gperator filewith teAOGCC forgooroval
aplan of development and goeration before taedevelopment and goeration ofan aill or gas pool, a
drfferat rule goplies togoerators on state kessss: ““Hprgertaes tobe developed ae leased from the
Stae, and committed to a unit approved by the camissioner of the Department of Natural
Resources under AS 38.06.130, the plan of development and goeratian, and dll updated plas of
development and goeration, required by AS 38.06.180, must be submitted to the [AOGCC] for
informational purposes .’ (Emphasis added.) 20 AAC 25.517 became effectinve April 2, 1986
(Register 97). Ken Boyd, Directorofthe DivisionofOil AndGis in DNR, testified before the Senate
(continued...)
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complex economic issues ttet will have 1o be resolived to protect the nigits ol dll interested parties

once themeans of maximizing the recovery of aill and gas have been determined.® And itappears

thet isaosistantand longstanding adninistrative prectice hes been tocefer toDNR all 1Isses other

than aill field engineering practicss.
DNR, on treother hard, although ssauthority gererally gplies only to lad owned

by tre state, Brespasible for implementing much broader public intarests:

DNR isresusible in late part for implementing the costituaaal mandate
tat the lagislaiue ‘provice for the ualiatin, developrent, and
oconsernvation of dll retural resources belonging o tre State . . - for tte
maximum baefit of i people.” Alaska Cost, at VIII, § 22 See
AS 44.37.00@). Intrearsacfal ad gas lessing, tte agency’sfuction B
not 1o run an enterprise ut tomake decisians thet “est sernve tre Nterests of

tre state.” AS 3.06.05(0).

"(--cotinued)
Resources Comittee, Septenber 12, 1956, a4, tatthe AOGCC does not have to ““sigh off”’ on

crther unrtazation or goerating agreements on state land and tretonly DNR  does 0.

A see 1977 Inf. Op. Atty Gen. (Febmaiy 14) at 7 (“the use of economic aitaria, rather then
engineering aitaia, would rgoresantadrastaicchange in regullatory prectice inAlaska (and anywhere
else forttetmatter) and thus, should only be undertaken in response to clear lgislatave directaa”).
See also testinony oFAOGCC Chairman Chat Chatterton before the Senaite Soecial Committee on
O1l & Gas, March 3,1987 (minutes at4, folloving Number 348), on SB 49, ahilll tret, had ¥

would have added ecormlcmestetol‘remlr’gsletl‘reAOGCC was toprevent (AOGCC does ot
have ““in-house discipling” o address econamic Waste because ithas no econamists; “‘some agency
would need some real sharp economists o adninister it); testimony ofFAOGCC Commissioner
David Johnston before the House Oill and Gas Committee, February 10, 1992 (minutes folloving
-7, Number 172), on HB 433, alill tet, had stpessed, would have added “‘economic waste™
the things tet e AOGCC was to prevent (AOGCC “didn™tpossess qalificatias to determine
ecootnicweste); and AOGCC Chairman David Johnston’s testimony before the Senaite Resources
Comittee, September 12, 19%, at 16-17 (‘nothing in our statute really points to considering
economics”);id. at26 (‘We dee, atthe time in *®, asa policy decisionby the Ieglslaluearﬂ by
the achinistration at thett tine, ot toadd econamilcs o the powers and duties of the [AOGCC] ,
clearly, um, now under poners and dities, tit; [AOGCC] may regulate for conservation mrmses
and Bsilett o econamics’ ).
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Stale, Department o fNatural Resources \.Arctic Slope Regional Corporation, 834 P.2d 134, 143

(Alaska 1991).
When making decisias “for thremaximum berefrt of [tre state™] peopl€e’ and trat

“best sene the interestsof the state” inadministering state land foroil and gespurposes, DNR shares
some of the same goals given e AOGCC under AS 31.06. Not suprisigly, o taet end the
legislature EtwithDNR powers similar to those ittrasferred tothe AOGCC . 17 Honever, because
DNR s resosibility ssignificantly broader then the A0 G C C swirth respect tostate lad, DNR
also has authority toaddress both economic and physical recovery Issies as art of itsconsiceration
of tte overall best interests of Sateand the interests of other parties 3 Ithes eqperience as an active

participant in the negotaation and subsequent amendment of unirt agreaments on state lad under

3 For exanple, as hes been disassd, AS 38.06.180(p) authorizes state lessss to unite with otrers
““m ool lectinvely adopting or geerating under a cogperative or a unrtplan ofdevel gpment or goeration
oftre pool, field, or lkeares, orapartof i, when determined and cartafied by the conmissioner
be necessary or advisable In tre public ntarest.””  Htalso pemirts the comissioner o Incluce a
provision instate ail and gas leeses “requiring the lessse to gperate under a reesoreble cooperative
or unrtplan' and 1o “presorike aplanunderwhich the lesssemust gperate’" which “must adequately
protect al parties In naest, including the state.™”

n AS 38.06.180(a) includes a legislatie finding thet ““(D) the people of Alaska have an interest in
the development of the states aill and ges resouraes o (A) maximize the economic and physical
recovery of thre resources.” 11 AAC 83.303(@) provides that the commissioner of ratural resources
will approve a proposed unrtagreement ifit (D) promotes the conservation of all ratural resourass,
including all orpart ofan aill or gas pool or field, (2) promote the prevention of both economic and
physical weste, and @) protect dll interested parties Including the daie.  In making those
detemiinations, 11 AAC 83.308(b) provides, among other things thet the commissioner will
consider ““(B) the economic asts and berefits o e state.”” Under 11 AAC 8.31B(©), te
commissioner will consicer the ataria in @ and () when evaluating any requested gpproval or
authorizatiou for a unit agreement, an extansion or anendment of a unit agreementt, a plan of
eploration, development, or qeeratias, a participating area, or a proposed or revisad production
or cost allocation formula. And DNR has formally determined thet ithes tre lecpl autiority ©
conduct Investigatias and isse orders relataed 1 tre M1 /NGL disoute giving rise 1o your reguest
for thisgpinion. DNR Decision Regarding Jnisdictian, supra n. 19. Tlie Alaska Supreme Court
hes reoo?ﬁmd thet tre state’seconamic velfare ispromoted by maximizing theamount streceives
for tre leee of 1ts lads” and “the legrtamecy of using the state’s police pover O protect the
govermment s firercial stebillity.”” Arctic Slope Regional Corp., 834 P.2d at 143.
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AS 3.06.180(p), which includes the negotiation and subseguentt amendment of the Unirt Agreement
aissehere. To the extait any state agency does, DNR has the eqeertise to address the kind of
complex economic ISLEs trathave 1o be resolved to protect dll interested parties wherre state aill and
ges leesss are iInvohvad.  Under these ciraurstances, exemptiing unit plans approved by DNR under
AS 38.05.180(p) fran tteAO G C C scompulsory unrtazationponers saxsistatwith sound public
policy,

B. The AOGCC Has No Implied Authority to Overturn Unit Plans

Approved by DNR under AS 38.05.180(p)

As shown above, AS 31.05.110(¢) limits tte AOGCC s canpullsory unitization
authority t casss where the parmies have not adopted a unirt plan approved by the DNR  under
AS 3H5.06.18p)- The AOGCC, honever, gopears t suggest tret tre Iimitatias imposed by
AS 31.05.110(0) should not gply where the unit plan approved by DNR doesrot, ntteAOGCC B
view, sufficiatly or “‘carpletely]” unitaze tre ail and gas intarests ttet have been made subject o
treplan. see C.0. 330, Conclusion 18 (‘Itappears tratmore carplete unrtazation and intsgratian
of intarests In the Prudhoe Oill Pool walll be necessary to prevent weste, ensure a greater ultinate
recovery of ail and ges, and protect conrelative ngts.  Consequently, In the absence of voluntary
effats, further hearings In this matter will be directed tonard developing a plan of compulsory
unrtazataai’). Inplicrt inthis suggestion stat e AOGCC has the power o review a “\oluntary
cooperative or it plan of development or geeration entered Into In accordance with
AS 35.05.180(p),"" and 1o substitute iits judgment for tret of tte DNR  regardiing whether the uniit

agreement s\alid. The releatt statutes, hovever, cottain no eoress grat of power t tte
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AOGCC toreviewDNR “s approval ofa unrtplan under AS 338.05.180(p) ad, for the reasas
disaussed below, the caurts are unlikely o finrd thret te AOGCC  has an inmplied power 1o do so.
An adninisrattivc agency “has no inherant poners, but only such as have eqressly
gratted to itby the lagislatueor have, by inplicatian, been caferred upon itas necessarily incident
to the exercise ofthose powers expressly granted." State \. Dept. o/Transp. of Wash., 33 Wash.2d
448, 206 P.2d 474-75 (1949) (emphasis added), quoted with approval In Greater Anchorage Area
Borough \. City of Anchorage, 504 P.2d 1077, 1033 n.19 (Alaska 1972), overruled on other
grounds, City & Borough o fJuneau \. Thibodeau, 595 P.20626,629 (Alaska 19/9). See Stale Farm

Mutual Automobile Insurance Co. \. Barnes ,585 P.2d 99. 931 (Collo. App- 1978) (‘[pjoners not

-t

eqressly grantad toa regulatory” agency will be inplied only ifsuch powers are necsssary™ norter
to achieve the dojectives of the Statute, and 1fFthe inplied power B exercisad in a reesaneble
mamer'’). Indeterminingwhether apower srecsssarily inplied, honever, courts gererallyemploy
arule of stnctarstructian. See Public Service Commission V. Formal Complaint ofW W Z Co., 641

P.2d 183,186 (Wyoming 1982) (‘the statutes aeating and empover ing the [agency] must be strialy
oconstrued and any reesoreblle doubt of the existance of any power must be resolved against the
e@rcise thereof”); williams \. Public Service Commission, 754 P.2d 41, 50 (Utah 1988) (‘[to
enaure thet the adninistratave povers ofthe PSC are not overextanded, ‘any reasoneblle doubt of tae
existence ofany power must be resolved agpinst the earcise thereof’); Swede v. City o fClifton , 125
A.2d 865, 869 (\.J. 1956) (‘where there s reesaneble doubot of the existence of a particular poner,

the power sdmiad ).
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Cosistent with these principles, tte Alaska Supreme Court narrovly construes tte
soope ofan agency™s implied porers. See McDaniel v. Cory, 631 P.2d &, 88 (Alaska 1981) (fire
levied by Human Rights Commission held inalidwhere “ho statutory authority edsts which gives
tte Commission the power t© award damages to conplainants in public accommodation
discriminationcases’”); Warner v. State, 819P.2d28.31 n. 1 (Alaska 1991) (“TfgollomngMcDaniel,
we will narrovly Interpreta statute as 1 the guestion ofwhether itgrants the agency the discretion
topronulgate rules”).

There o besis for concluding tet e AOGCC has tte inplied power under s
organic statutes o Sstitute itsjudgrent for et cFtre DNR . under AS 38.06.10(p) regarding tre
\alidity ofa unit agreement among working nterestoaners holding state all and ges leesss. The
limrtataas imposed by AS 31.05.110(q), which exempt unirt plans approved by te DNR from tre
AOGCC s canpulsory unrtization porers, woulld be meeninglless, orvirttally <o, ifthre AOGCC
culd igore a DNR determinattion gpproving a particular unit plan.  Such authority s ot
“necessari ly Incident to the earcise of those poners eqaressly gratted” tothe AOGCC, Greater
Anchorage Area Borough ,504 P.2d at 1033 n.19, because ttetagency hes broad powers goart fram
itscampulsory unrtazation povers 1o prevent Weste, ensure the greater ultimate recover)” ofall ad
oes, and protect correlatinve ngits, on and of fstate lad. There N0 need to inply the furtherpower
toreviewand regect DNR goprovals of unit plans toergble te AOGCC o carry aut itsstatutory
resosibilities, and therefore the courts willl ot imply tret poner.

This conclusion s supported by the reasoning of the Alaska Supreme Court n

McDaniel. The McDaniel cout found no implied power Ic as=ss a damages remedy despite tre



Commissioner John T. Shively and David Johnston

663-96-0121 Pa8<”5

Human Rights Commissionsargurent that “tfa respondent. .. isnot forced to pay damages, te
purpose of the statute cannot as a practacal matter be effectuated” and that “[thiswould resukt in
many srtuatias where no meaningful reliefwould be aalleble.” 631 P.2d at 8. The Court s
response was thet “[ijfthere smerit to thisargument, tre legislature, rather then this court, must
remedy the cefect.”’3 ltrnevertheless went on to aonsider and reject tre nerits of the Commissions
argument because “[freCommiission has been given broad powners toenjoinand compel affimative

action o eliminate discriminatory prectices and may aastruct an ggorgoriate remedy without resrt

todamages.” Id

3B McDaniel ,63L P.2d at 8. Hshould be noted thet there was some lggislative effort directed at
resolving the junisdictioal digoute between the DNR and the AOGCC during the Second Session
of treNineteenth Legislature. On December 29,1995, Representatives Green and Davis introouced
House Bill No. 3L, entatded “An Act relatirgtoall and gas conservationand recovery.” Section 1
of this kll would have authorized the AOGCC 1o “modify a determination or action of the
comissioner of ratural resouross authorized by ... AS 38.05.18)(p), @, or (U);---."" Section2
would Jiae provided traet an order oftheAO G C C would preail over “‘a determinattion or actionof
the commissioner of retural resouroes authorizedby ... AS 38.06.180(p), @, or (U);. - - And
section 3, the firal sectaon, woulld have amended AS 38.065.180(Q) o provide that ““the provisions
of (p) of this sectian and this subsection may be modified by the Alaska Oil and Gas Conservation
Commission by an order entered under AS 31.06.100 - 31.06.110." In a kil amalysis dated
January 8, 1996, the AOGCC (through David W. Joston, Chairman), supported the bill on te
ground that it“will remove any anbiguity about tre prevailing adiority of the Commission under
itspolice povers opreventveste, protect carrelative nights and ensure a greater ultinete reoery”
[ofal and ges].” Inahlll analysis dated January 5, 1996, the Department ofNatural Resources
(through Ken Boyd, Director of the Division of 01l and Gas) opposed tre kil on a number of
grouds, one of which was that twould "direct an agency not charged with maximizing the
economic barefits from the Stalle™s lats, toantrol all and ges development and geeratias on State
lads,” somerlhirg tet, in DNR s view, “‘could sighificantdy inpact the State’s economic and
firacial velfare.” Ina letter dated February 12, 1996, addressed to David Kolwuniemi,

Commissioner of tte Department of Adninistration, dl ﬂree comissioners of the AOGCC
recommended et ¢ ! help I’EHJl\Bﬂ’%;LrISjICI]CJ’Bl ISEs, ' the of Law ucertake
a ‘teliberare review ofany Ieglslatl\e amend the law.”” The

il ulanetely failed to pess.
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Like theHuman Rights Commission inMcDaniel, teAOGCC al “hes been given
broed powers to eryoinand compel affimative action oeliminate” practicss tret are contrary o its
statutory regoosibilrties, such as thewvaste of aill and ges, and thus “may costruct an gopropriate
remedy without resort 10 a remedy thet hes not been specificallly provided far by the legishature.
For exarple, under AS 31.06.030, e AOGCC may “regulate, for conservation purposes ... tte
qguantity and rate of the production of ail and gas from awell or property,”” and this authority
eqpressly exends toawvell or property ma unitplan goproved by the DNR under AS 38.05.180() -
See AS 31.06.030€)(®)- Inaditaan, te AOGCC hes the power to require the making and filirgof
rgorts, vell logs and other information on vells drilled far ail or gss, AS 31.06.030(d)(2), te
drllling, casing or plugging of vells o “prevatt blowouts, cavirngs, seepages and fires,”
AS 31.06.030(d)(B3), tre fumishing of a reasoreble bond sufficiet to ensure the regmair of avell
cassingvweste, AS 31.06.030(d)(®), the measurement and fixing of ges-oil and vater-oil ratics for
particular vells, AS 31.06.030(d)(5), and the measuring and monitoring of ail and gas pool
pressures, AS 31.06.080(d)(B)- The AOGCC also hes te pover to Inestigate whether weste edasts
or B Iminent, AS 31.06.030(b), impose paraltdes for violatias of AS 31.06 or an AOGCC
regulation or order adopted under i AS 31.06.150, and t© seek injuctive reliefany tine “tguoears
thata person sviolating or threatening o viollate any provision of this dgpter, or any regulation ar
order of the [AOGCC] - AS 31.06.160()-

These auttormties give e AOGCC a variety of gotias to accomplish the purposes
of tte state’s conservation statutes thet stop dort of conpulsory reunrtazaiion ofa unirt agreement

enterad into and approved by DNR pursuant 1 s statutory resosibiltties.  Indeed, tte M1 /NGL
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proceedings before the AOGCC, which culminatted InC.0. 360 and an order requiring, at kesst in
the ot term, the production ofthe max imum amount of blendsble NGLs by theworking interest
onners, proves the efficaoy of these altermate procedures. Although e AOGCC may keliee thet
altering the underlying aontractual arrangements of the workiing interestonners asgpproved by DNR

will be more efficiat then dealing wirth allegatias ofwaste on a case by case [esis, the releatt

statutes provide no autiority to the AOGCC to review DNR goorovals of unit plans under AS

B,06. 1I90)3

C. Even If the Authority' and Jurisdiction of the AOGCC and DNR
Overlapped in Such a Way That the AOGCC Could Compel Unitization
of Oil and Gas Leases on Terms Different than Those Already Approved
by DNR, Principles of Comity and Deference Would Require the
AOGCC to Refrain from Exercising That Jurisdiction

The amalysis above concludes ttet AS 31.05.110(q) unambiguously exempts aill and
ges Nerestscom the AO G C C scanpulsory unitization povers where those interests are already
Sbject toa wnitplangpproved by DNR under AS 38.05.18)p). Nevertieless, even iftte limitatias

imposed by AS 31.05.110(q)) could somehow be igored, and the statutes defining the authority of

3l This conclusion B ot inosistait with the rule thet an agaoy” hes the power t© conduct

Ings todetermine whether ithes jurisdiction Cf. FPC . Louisiana Power & Ligfu Co., 406
U.S. 621, 647 (1972) (goplying doctrire thaet agency hes primary authority to determine ftsown
Junglicaan). Thus, although AS 31.06.110(Q) exempts woluitary unit agreements and unit
agreements approved by e DNR from tteanbit of e AO G C C saompullsory™ unitization poners,
the AOGCC has the authority 1o inguire, as an nitil natter, whether trere 5, Infat, a voluntary
unit agreement or a urt agreement approved by the DNR.  Although it s uTmecessary for die
pu of this memorandum to adorcss the Tull scope of the AOGCC ™ s power to review tte
\alidity of a voluntary unit agreement (other then one approved by theDNR) , ataminimum would
have the authority © ensure ttet such an agreement i not a sham designed t© awid te
Commissionsjuisdictiian.  But where, as here, there Bno question tret the unit agreement at isse

has been approved by DNR erSLHTtmllsresmﬂbllmesuderASES(Bl&)(p) theAOGCC s
|qu|ry, atleestl as itsconpulsory unrtazataon powers are concermed, hes reached the end of



r. 00/

July o, 1996

Commissioner John T. Shively and David Johnston
PaSc38

663-96-0121

e AOGCC were interpreted o permit compulsory ranrtazation of state aill and ges leases already
SUbject toa DNR-approved urtplen, the fact the AOGCC canaccomplish itsstatutory dojective of
preventing waste without infringirg upon DN R Sjurisdiction rencers itlilely that the Alaska courts
would preclude e AOGCC from using itscompulsory unrtazataon povers here.

As noted above, dortly after statehood tie legislature made DNR responsible for
both conservation ofail and gas, under lavs now aodrfied atAS 31.06, saldttemanagement ofstale
lands under AS 3.06. Prior to the 1978 lggislation establishing the AOGCC . the potentdal far
anflict between the adhninistration of these two s or laws was minimal because DNR
adhministered them both. As a resultof the establisment of the AOGCC  in 1978, honever, both the
AOGCC and DNR have at lesstsome statutory authority over the production of aill and gas fram
state lad, and the poiential foraflictedsts. This potendal foranfllict, though, inposes addirtiaal
dbligatios upon both agacies: where two agencies dare the same or conparable statutay”
resaosibiliaes, each “must fully enforae the requirements of itsown statute, but must do <o, Insofar
as possible, Inaway tteat minimizes the impact of isactias on the policies of the other statute.™
New York Shipping Association \. Federal Maritime Comm'n, 854 F.2d 1338, 1367 (D.C. Qir.
1983). “[TJne policies of diverse statutory regimes are best preserved ifeach agency scrupullously
avoids deciding questias of law or policy tretmore properly liewithin the jurisdiction of another
agency, when amore limited inouiry into the requirerents of itsown statute sufficiet o dispose
of the question before I 1d. a 136S. Furthemore, an adninistrative agency ““shoulld o

partaularly careful in itsdoice of remedy ... because of the possible effacts of itlsdecision on the
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fuctioning of [aother statutory policy]-” 1d. at 1370 (quotingBurlington Truck Lines . United

States, 371 U.S. 155, 172 (192)).

The conclusiion thaet an agency must choose 1o the extant possiblle a remedy ttaetdocs

not anflict with the junisdictaon of another s based upon necessary principles of comity and

deference among related agacies. As one court hes artiaulatsd i

[Principles of comity and deference 1o sibling agencies are [t of tre
fudamental regoosibility of adninistrative tribuals darged with
overseeing complex and menifold activities et are also tre goorgoriate
statutory concerm of other govermmental badies.  This B a collary
golication of the broeder principle thet where a court hes conounrant,
disoreticary junisticaanwirth another court or an adninistrative agency, tre
decision o eercise juasdictian vel non should be fully resposinve 1 the
conpetence, eqertise and status of the other trilural.

Hinfey . Matawan Regional Board of Education, 391 A.2d 8%, 907-08 (\.J. 1975) (ctatias

anitted; emphasi's added) . *1 These principles “‘are designed o assure treta aontroersy, or itsmost

ataal fasts, will be resolved by the forum or body which, on a conparative saEke, s inthe best

3 The New Jersey Court described the ratiaale underlying the rule of comity among agencies as

follons:

There N0 reesm, absant an ooclusive statutory bar, for an adninistrative
agency 1o be dotuse 1o the genuiine concems of other adhinistrative agencies
which possess concurrent jurisdiction over tre same subjectnatter. This s
egecially s0 where the controversy smultidimensional and legramately
toudhes the competence of more then one agency.  In tat antext,
adninistrative agencies shauld never be encouraged to engage In Intermecine
struples for jungdicaaal hegemony. The wilateral and possessive
assurmption of jurisdictian by one agency o tre exclusion ofaother, perhgps
more surtsble, agency aeates tte nik tet, although a many-sided
controversy may be lad 1O rest inwhole or in part from the vantage of a
single adninistrative agency, Inthe proosss other Inportant inerestsmay be
mishandled or negllected.

Hinfey, 391 A.2d at 907-08. “These precepts, prucently gplied, senve as well o circunvent

oollisias between adninisrrdithve agencies occupying Simi

decisias over the same sbject matter.”” 1d. at908.

arees and toavoid conflicts Inancncy
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position by virtLe of its statutory status, acninistrative competence and regullatory experience to
adjudicate the nattter."" 1d

Under the approach advocated inHinfey and New York Shipping Association ,the
AOGCC, assuming ithad the power to goply its compulsury unrtazataion powers to all and ges
interests already sLbject 1o a unitplan approved by DNR, must analyze the altermatives thes far
carrying out itsstatutory reqaasibilrtaes in tems “of the possiblle effects those altermatave courses
of action may have on the fuctioning and policies’ of DNR s statutory regime. Ifthere s te
potentdal for interferigwith DNR s regorsibilities, imust choose the approach thaet avids or at
lesst minimizes tret interferae. 3

Applying these prirciples hare, it i goparet ttat an AOGCC order under its
compulsory untazatianpovers to force theworking intarestowners to corbine teir interests nthe
nitial participating aress would directly cotravene DNR s determination thet the sgparate
partacipatang area gpproach of te PBUA furtherad the state’s ntarests.Y Moreover, an assertian by
theAOGCC oftre power to unilaterally realign the aontractal arrangements ofworking interest
owners In unit plas approved by the DNR has tie potantaal t© undermine DNR s authority to
negotate such plans on tems et reflect tre best inarestsoftte e, DNR may, for exanple, faoe
® “[AIn agency, faced with alterrative methods of effectLating the policies of the statute it
adninisters, (1) must engage N acareful analysis of the possible effects those altermative courses
ofacacnmay have on the functioning and policies of other statutory regines, with which a axflict
sclained; ard @) mnust explain why the action taken minimizes, 1o the edant possible, its INbrusian

into policies tratare more properly the province of another agency or statutory regime.”” New York
Shipping Association, 84 F.2d at 13/0.

5 An order conpelling tre integration of the two partacipatarg aress Waulld also anflict gererally
with DN R % decision o pronulgate 11 _AAC 83.3%1(@), which provides in part thet “[sjqarate
partacipating aress may be established to distirguish between an all rimand agas Gp.**
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unvarranted diffiaiites innsgotaating unitplans far state aill and ges leesss ifstate leesgolders view
them as merely advisory or aotingent and subject to inilateral nodification by the AOGCC . More
gererally, inilateral actiocn by te AOGCC  inalicatargitre PBUA alsomay undermine tre state s
efforts topromote ail and ges development;;  iftie hollders of state lesses canot be assured et the
agreements they reech with DNR willl be honored by the AOGCC,  itinoreeses tre ridsand thus tre
aosts of doing business with the state. And, forthe policy reasons given previassly, DNR “on a
carparative sale, i intre bestpositian by virtLe of isstaiuty” Sialis, adninistrative conpetence
and regulatory eqoerience, “Hinfrey, 391 A.2d at 908, to gpprove unit plas thet protect the best
interests of the date, and partiaularly s economic Ntarests, when state al. and gas lessss are
invohed.

Insum, even Iftle AO G C C sstatutory authority extended so faras toerable ko
compel ranrtazation of ail and ges Intarests allready sUbject to a uinitplan approved by DNR . the
autsarc likely to arsider an eercise of trat authority under these circunstances to be an abuse
of agency disaetian. Because e AOGCC dlearly hes altermatives to compulsory unftization n
canrying aut s statutory regosibilities tet do not directly anflict with the statutory

reqaosibilirties delegated tODNR, e AOGCC must choose one of those altermatives.
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CONCLUSION
For dll ofthe foregoing reesans, the A0 G C C s compullsory untizatian povers do not

extend to all and ges iInterests that are allreedy sUbject o a unirt pllan entered into and approved by

DNR under AS 38.06.18)(p)-
Very trulyyours,

Bruce M. Botelho
Attormey Gereral

BMB - JPG: pw
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FISCAL NOTE

STATE OF ALASKA BILL NO. HCS CSSB133 (FIN)
1999 LEGISLATIVE SESSION
Revision Date/Time Dept. Affected Dept of Admin.,
Title REGULATORY COMMISSION OF ALASKA ~ BRU AOGCC
Component  AOGCC
Sponsor Pearce
Requester House FIN Component Serial No. 2010 .

(Thousands of Dollars)

Expenditures/Revenues
Note: Amounts do not include inflation unless otherwise noted below.

OPERATING EXPENDITURES FY 2000 FY 2001 FY 2002 FY 2003 FY 2004 FY 2005
Personal Services
Travel
Contractual 147.0 147.0 147.0 147.0 147.0 147.0
Supplies
Equipment
Land & Structures
Grants & Claims
Miscellaneous

TOTAL OPERATING 147.0 147.0 147.0 147.0 147.0 147.0
CAPITAL EXPENDITURES (GF) 3219 0.0 0.0 0.0 0.0 0.0
CHANGE IN REVENUES ( ) | 0.0 00 0.0 0.0 00 00
FUND SOURCE (Thousands of Dollars)
1002 Federal Receipts
1003 GF Match
1004 GF 147.0 147.0 147.0 147.0 147.0 147.0

1005 GF/Program Receipts
1037 GF/Mental Health

Other (Specify Type)
TOTAL 147.0 147.0 147.0 147.0 147.0 147.0

Estimate of any current year (FY99) cost:
POSITIONS

Full-time 0.0 0.0 0.0 0.0 0.0 0.0
Part-time 0.0 0.0 0.0 0.0 0.0 0.0
Temporary 0.0 0.0 0.0 0.0 0.0 0.0
ANALYSIS: (Attach a separate p”ge if necessary)

Operating Budget
This bill creates the Regulatory Commission of Alaska. The bill also requires the AOGCC and the APUC to be co-

located. $147.0 of additional operating funds are necessary for lease costs associated with the move. (8,000 X
52.00/sq. ft. less $45,000 available from current facility maintenance budget)

Capital Budget
Relocating the AOGCC offices will require a capital expenditure of $281.9 in FY 2000 to cover moving costs and new

office furniture for 23 employees. AOGCC will also need to invest in a new computer network system to be compatible
with the APUC system. The cost for an updated network is estimated to be $40.0 and is also included in the capital

request.

Prepared by Robert Christenson, PE Phone 279-1433
Division v Alaska Oil and Gad”Conservation, Commission Date/Time

Approved by Commissioner (W kX a. | Dete 5/12/99
Agency V—

PREPARER TO PROVIDE ALL DISTRIBUTION COPIES TO GOVERNOR'S LEGISLATIVE OFFICE

For further distribution information, call the Governor's Legislative Office

QVDBEHaE0B Page 10f 1



STATE OF ALASKA
1999 LEGISLATIVE SESSION

Revision Dale/Time (Note if correction)

FISCAL NOTE

Title Alaska Public Utilities Commission

Sponsor Senator Pearce

House Finance

Requester

Expenditures/Revenues

Dept. Affected
BRU

(Thousands of Dollars)

Note: Amounts do not include inflation unless otherwise noted below.

OPERATING EXPENDITURES FY 2000 FY 2001
Personal Services - 3,287.0
Travel 35.0
Contractual 1,300.9
Supplies 62.5
Equipment 138
Land & Structures 0.0
Grants & Claims 0.0
Miscellaneous 0.0
TOTAL OPERATING 4,699.2 0.0
ICAPITAL EXPENDITURES 500.0 |
ICHANGE IN REVENUES ( ) [
FUND SOURCE
1002 Federal Receipts
1003 GF Match
1004 GF
1005 GF/Program Receipts
1037 GF/Mental Health
Other 1110 APUC Rcpts 4,699.2 0.0
TOTAL 4,699.2 0.0
Estimate of any current year (FY99) cost: 0.0
POSITIONS
Full-time 55
Part-time 0 0
Temporary 0 0
ANALYSIS: (Attach a separate page linecessary)

o

FY 2002

0.0

BILL NO. H CSSB 133 (L&C)

FY 2003

AK Public Utilities Commission/AEGCC
Component APUC/ARC Operations

Component Serial No. 346

(Thousands of Dollars)

0.0
0.0

o

FY 2004 FY 2005

|
0.0 0.0 0.0 1
I

0.0 0.0 0.0

0.0 0.0 0.0
0 0 0
0 0 0
0 0 0

The APUC recently contracteci for an analysis to determine the recommended specifications and cost of
an information management system that would fulfill the requirements specified in the proposed CS.
Without the benefit of the results of this study, a capital appropriation of $500,000 is estimated for this

cost.

Potential administrative savings from partial consolidation in FY2000 are not estimated because the timing

of the AOGCC move is unknown. Similarly, potential administrative savings and/or improved efficiencies
are likely in FY2001 and beyond inareas such file maintenance and reception services but are difficult to
estimate at this time given the current understaffing at both agencies. Similarly, the potential cost

increase of the public advocacy section is not reflected because of uncertainties in calculating the costs.

Ginny Fay

Prepared by

Division Commissioner's Office
Approved by Commissioner ).0
Agency

/IS M ju UV if

y

Phone__ 465-2503
Date/Time 5/11/99 11:19 AM

Date 5/11/99

PREPARER TO PROVIDE ALL DISTRIBUTION COPIES TO GOVERNOR'S LEGISLATIVE OFFICE

For further distribution Information, call the Governor's Legislative Oflice
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LETTER OF INTENT

SB 133 rgxals tre Alaska Rublic Uallirtaes Commission and arestes the Regullatory Commission of
Alada. Inmaking this change o public utility regulatian, itstre intentof tte Lagislature to respond 1©
recomendations in legislative adits conducted in 19, 1983 and 1989, and an adirt performed by tte
Natical Regulatory Research Irstitute (\RRID) in 1998, The taskof regulatirg public utilitieshes
changed draratical ly as the utility iroLstry hes moved fram total regulation 1o regullated competitaon.
The 214 Alaska Lagisliature saeatir the Regulatory Commission of Alaska toaddress these danges n
tre utility irdLstry on behalfof the pegplle of the state of Alada.

The Regulatory Commission of Alaska sletterequipped tren tte APUC o respod o indstry
prgosalls fordanges nutllity sevicss, and toprotect tre niarests of ratgayers N trewake of ttese
dages. SB 133 gives tredairauttority over adninistratine matiers, leaving the other comissioners
free to resohe ssstantive 1865, To adbress the problem of e APUC™ s case badklog ad
time-consuming decisioHEKIng process, SB 133 alllons parels of thyee comissiaers, hearing officars
or abitratars o resohe casss where grgariate. Italso requires teRCA toadopt regulatias settarg
procaclral telres. To adbvess the prabllemns aeated by danging APUC stafts role between advocate
ad adas, itesteblides a sgarate publiic advocacy sectaon wathin tre RCA.

SB 133wl inprove thisagay™s accountability o ttepblic. The RCA srequired toesteblisha
Management Information System, similar 1o tte Legpslature™s BASIS system <o tet trepublicad
IncLstry can be better informed about the RCA™s procsedings. ltraquires teRCA o inplement atine
management system to record the amount of time ot on filrgs from differat rd stries, o0 tet tte
Regullatory Cost Charge can be more fairly sssessd.

This year Ban gyoorture tine tomake these dages. The Alaska Rublic Uallitaes Commission would
bagin winding down on June 3, 1999 under tte surset law. SB 133 repuires the govermor togqoint, ad
tre Lagislature toafim, e comissioners who will rgresant tre niaests of tre plblic.

SB 133 provades fara sty of tre possibility of carbining the fuctias of tre Regulatory Conmission
of Alaskaand tte Alaska 01l ad Gas Gosenvation Commission. The results ofastuoy by tre
Legislative Budget and Audirt Commirttee willll be presanted 10 tre rext session of thisLegislature. Iftre
Legsslature decides toconbine the two agacies” futaas, tredallage ofmeking tret trarsttaanwalll
be sigwhicantly essed by tre aeataon and qeeratirgeqeeriece of tteRCA under SB 133.
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HOUSE CS FOR CS FOR SENATE BILL NO. 133(FIN)
IN THE LEGISLATURE OF THE STATE OF ALASKA

TWENTY-FIRST LEGISLATURE -FIRST SESSION
BY THE HOUSE FINANCE COMMITTEE

Offered:
Referred:

Sponsors):  SENATOR PEARCE
A BELL

FOR AN ACT ENTITLED
"An Act creating and relating to the Regulatory Commission of Alaska and

transferring to it certain powers and duties of the Alaska Public Utilities

Commission; repealing the Alaska Public Utilities Commission; relating to the

powers of the chair of the Regulatory Commission of Alaska; relating to

regulatory cost charges for public utilities and pipelines; relating to the appellate
procedures of the Regulatory Commission of Alaska; relating to the Alaska Oil

and Gas Conservation Commission; and providing for an effective date.”

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

* Section 1. AS 42 samended by adding a new dgpter 1o reed:
Chapter 04. Regulatory Commis ion of Alaska.
Article 1. Commission and Staff.
Sec. 42.04.010. Regulatory Commission of Alaska created, @ There B
created within the Department of Commerce and Economic Development as an

-1- HCS CSSB 133(FIN)
New Text Underlined [DELETED TEXT BRACKETED]
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independent agency of the state the Regulatory Commission of Alaska.

® When a vacancy ooours in the office of dair, the conmission may
nominate one of ismembers to serne as dair. When a vacancy oocurs in tre office
of dair, the governor el desigate tre dair of the comission, ertrer by selectirg
the member naninated by the comrmission or aother member. The term as dalr B
four years. The dair may not be ggpointed to successive tems as dair.

Sec. 2.04.020. Comissioners, @ The comission axsists of fie
commissioners gopointed by the govermor and confirmed by the legislature in joint
sssin.  To qualify for gppointment as a camissioner, a person must be a member
N good stading of the Alaska Bar Association or have a degree from an accoredited
oollege or unnersity with a major In egineering, finanoe, economics, aooounting,
business adninistration, or public adninistration.  Actual exqperience for a period of
e years in tre pracace of law or in tre field of egineering, finance, econamics,
aocoounting, business adninistratian, or public adninistration s equivalent © a degree.

® The term of office of each member ISSIXyeas. A comissioner, upon
the exiration of a tarm, dall continue 1 hold office uall a sucoessor s gopointed and
oalified.

© A vacancy arisig in tre office of a comissioner gall be filled by
appointment by the govermor and confirmed by the lggislature In joint ssssian, ad,
except as provided INAS 30.06.080(4), an gopointee selected to fill a vacancy gl
hold office for tre balance of the full term for which tre predecessor on te
CONMISSION was gopoirted.

@ A vacancy in the commission does not inpair the authority of a quorum
of comissioners © earcise dl tre povers and perform dl the duties of tre
COTMISSION.

® The govermor may remove a comissioner from offie for cause, including
incompetence, reglect of duty, irebility © serve, or misconduct in offiae or because
the member, whille serving on the commission, s cawvicted of a misdemeanor for
violating a statute or regulation related to public utilities or s covicted of a felany.
A comissioner, to be removed for cause, all be given a copy of the charges and
afforded an gyortunity to be pblicly heard in person or by counsel iIn te
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comissioner™ own defense upon ot kess then 10 days” rotdice.  HFa commissioner
B removed for case, the govermor el fik with tre lieuterant govermor a carplete
staterent of dl darges made against the commissioner and the governor’s finding
based on tre darges, together with a carplete record of the proceedings.

@ Members of the comission are n the exempt service and are etitled O
amonthly salary equal to Step C, Range 26, of tte salary schedule N AS 39.27.011(a)
for Jureau, Alaska. The dwair of tre comission satatal to amonthly salary eqal
1o Step C, Range 27, of tte salary schedule N AS 30.27.011(@) for Juneau, Alaska.

@ Lach comissiorer, before emtering upon the duties of office, dall take
and subscribe to the cath prescriibed for principal officas of the state.

Sec. 42.04.030. Principal office; seal, @ The comission, dall esteblish a
principal office and branch offices necessary to disdharge its business efficietdy. For
the convenience of the public or of parties 1o a proceeding, the commission may hold
meetings, hearings, or other proceedings at other locatios.

® The comission dall have an official s=l.

Sec. 42.04.040. Legal counsel, @ The Department of Law dall provide Tull-
time leal consel o tte camission.

® The comission may, Suject to the gooroval of tte attormey gareral,
aontract for the services of speciallized lecpl counsel or lepl cosultants.

Sec. 42.04.050. Employment of commission personnel, @ The duair of tte
commission s requorsible for directirg the adninistrative fuctas of the comission
and carrying out the policies as s=t by the commission.  The commission dair may
employ egirears, hearing officas, adninistrative law judges, eqerts, dels, n
acoountats, and other agents and assistants considered necessary.  Employees of tte |
comission who are not n the exempt service under AS 39.25.110 or the partaally
exempt service under AS 30.25.120, are n the diessified service under AS 39.25.100.

@® The duailr of tre commission may eiter inb a aotract for no more then
$5,000 to engage the sarviass of a consultant or exert the dair considers necessary.
The comission may antract for and engage the services of consultants and exqerts
the commission considers necessary. j

© At the request of the Alaska Oil and Gas Conservation Commission and
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o the extent worklload pemits, the Regulatory Commission of Alaska dell make
aailable o tre Alaska Oil and Gas Conservation Commission te serviass of a
hearing officar.

Sec. 42.04.060. Restrictions on members and employees, @ A member of
the comission or an employee of the comission may not have an official comection
wirth, holld stodk or ssauTties n, or have a peacniary interest in a public uaality within
the state. Membership in a cogperative association 1ot a "peaniary interest” within
the meaning of this ssctian; however, a member or employee of the comission may
not be an offiar, board member, or enployee of a cogoerative assciatian. A member
or employee may not act upon a nmatter in which a relationship of the member or
employee with any person aeates a anflict of ntarest.

® A member or employee of tre commission may rot, after leaving the
position as a member or employee of the camission, act as agent for or on behalf of
a public uality in any nmatter before the comrmission trat was before the commission
during tre employee™ employment or the member s term of office. A violation of this
Subsection s a cless A misdemeanor .

(© Members and employees of the comission, exoept derical and ssaetarial
S&aft, are abject o AS 30.50. Members and employees of the commission are subject

AS .22
(@ a member of the comission s disgalified from voting upon any natter

before the commission inwhich the member hes a aflict of ntarest.
Sec. 42.04.070. Powers and duties of commission chair, @ The dair of
the commission Sl

@ employ tre comission SEfT;

@ establish and Inmplement a time management system for the
comission;

B assign tre work of the commission to members and staff of tre
comission so that matters before the commission are resolved as expedrtiossly ad
competently as possible; when assigning a natter, the dair dall also st a date by
which time the matter should be conpleted.

® The duair of tte comission may aggpoint a hearing officer or an
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adninistrative law judge 1O hear a matter thet has come before the comission; a
member of tte commission may sene as hearing officer ar, If gqalified, as an
adninistrative law judoe.

© The dmair of the comission dall direct the public advocacy section
partacipate as a party n amatter when the comnmission kelieves tret it s In the public
Interest © do <.

Sec. 42.04.080. Decision-making procedures, @ Except as provided in
AS 42.05.171 or AS 42.06.140, when a matter comes for decision before te
commission under AS 42.05 or AS 42.06, the dair duall gopoint a hearing parel
composed of three or more members to hear, or ifa hearing s Ot required, O
otherwise axsider, and decice the ase. The parel dall eercise tre powers of the
comission with respect o tre natter. -

® The comission dull adopt regulatios by December 31, 1999, ttet
establish stadards of tieliress for the types of cases ttet come before te
comission. The comission dall establish standards based in part on degrees of
complexity of the cases.

Article 2. Communications Carriers Section.

Sec. 42.04.100. Communications carriers section. There 5 establiged
within tte comission a comunications camias ssctuon tat dall deelop,
recommend, and adninister policies and programs with respect © tre regulation of
rates, srvices, acoounting, and fadlities of communications common Gariers within
the state Involving tre use of wire, cable, radio, and space saiEllites.

Article 3. Public Advocacy Section.

Sec. 42.04.150. Public advocacy section. There i esteblided within the
commission a public advocacy sscian. The section dell participate as a party In
metters thet come before the commission when directed 1 do so i accordance with
AS 42 .04.0/(c). The public advocacy sectaon dall geerate searately from the rest

of the camission.
* Sec. 2. AS 20.35.137(6) B amended to reed:
® "local exchange telepghone company™ means a telephore utillity

caraficated under AS 4205 [BY THE ALASKA PUBLIC UTILITIES
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COMMISSION] toprovice lcal exchange servics;
* Sec. 3. AS 37.06.146(b) Bamended to reed:

@® The program receipts lisied in this subsaction are accounted for sgarately,
and gopropriations from these progiam receipts are not made from the urestrictd
gereral fud:

@ fecbral receipts;

@ Wnineisity of Alaska reeipts (AS 14.40.491);

@ desigated program reEipts; in this paragradt™ "'designated program
recelpts”’ means money received by the state from a source other then the state or
federal goverment tret s restricted o a soecific use by tte terms of a gift, gatt,
beqest, or antract;

@ rexipts of the folloving:

(A highway working cgortal fund (AS 44.68.210);

(B oonectical irdstries fud (AS 3B.R.00);

©O loen fus;

O intermatiaal ainort revenue fud (AS 37.15.430);

® opoate rexipts eamed or managed by a pblic
corporation of the State;

e fishand game fund (AS 16.06.100);

(G school fud (AS 43.50.140);

() training and building fund (AS 23.20.130);

@M retireent fuds (AS 4.5, AS 2.5, AS 26.06.22,

AS 3.3, ad former AS 3.37);

O permanent fud @t IX, sc. 15, Alaska Constitutian);

) public school st fund (AS 37.14.110);

QL second injury fund (AS 23.30.040);

) fishamen™s fund (AS 23.35.000);

(\) FICA administration fund (AS 39.30.080);

O receipts of tre employee baefits program establised under
AS 39.30.150 -39.30.190;

P raxipts of the deferred compensatiion program estsblished

CSSB 133(FIN) 6
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under AS 39.45;

(© clemn air protectaon fund (AS 46.14.200);

® rexEipts of the group insurance programs established unde
AS 39.30.00;

S mental health st fund (AS 37.14.031);

(M Alaska childan’s trst (AS 37.14.20);

() comercial fidenes st fihing geeratios

(AS 16.06.080(15));
() Regulatory Commission of Alaska fPUBLIC UTILITIES

COMMISSION] under AS 42.05 and AS 42.065;
G rexEipts of or from the st established by AS 37.14.400 -
37.14.450, exoept reinbursements described N AS 37.14.410.
*Sec. 4. AS 0.5.120(c) s anended by adding a new paragraph to reed:
(&) hearing officars and adninistrative law judges of the Regulatory
Commission of Alaska.
* Sec. 5. AS 39.50.200(b)(24) B amended to reed:
(2 Regulatory Commission of Alaska (AS 42.04.010) [PUBLIC
UTILITIES COMMISSION (AS 42.05.010)];
* Sec. 6. AS 42.05.151(b) s amended to reed:
® The comission dall adopt regulatias governing practice and procedure,
aosistant with due proosss of lav, including the conduct of formal and informal
inestigataas, pre-hearing conferences, hearings, and proceedings, and the handling
of procedural motions by a sirgle commissioner. The regulations must provide for
the hearing or. when a hearing is not required, other consideration of a matter
in accordance with AS 42.04.080. Tednical rules of evidence need not goply t©
inestigatias, pre-hearing conferences, hearings, and proceedings before the
comission. The commission dall provide for regpresentation by aut-of-state attormeys
Usstentaally in accordance with Rulle 81, Alaska Rules of Civil Prooedure.
* Sec. 7. AS 42.05.171 samended 1o reed:
Sec. 42.05.171. Formal hearings. A formal hearing thet the comission hes
power t© hold may be held by or before a hearing panel appointed under
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AS 42.04.080 [THREE OR MORE COMMISSIONERS], a hearing officar, or an
adninistrative law judge desigated for the puipose by tre chair of the comission.
In appropriate cases, a formal hearing mav be held before an arbitrator
designated for the purpose bv the commission. The testimony and evidence In a
formal hearing may be taken by tre panel [COMMISSIONERS], by the hearing
offiar, bv the arbitrator, or by the adninistrative law judge to whom te hearing hes
been assiged. A decision of a hearing officer, an arbitrator, or an administrative
law judge is not final until approved bv the commission. A camissioner who hes
not heard or read the testinay, including the argument, may not partacipate In making
a decision of a hearing panel [THE COMMISSION]. Indetermining tre place of a
hearing* the commission dall give preference to holding the hearing at a place most
convenient for those interestad in the subject of the hearing.

* Sec. 5. AS 42.06.254(@) samnended 1o reed:

®@ A regulated public uality operating n the state Sall pay 1 the commission
an amual regulatory asst darge N an anount not © exceed the maximum
percentage of adjusted gross revenue that applies to the utility sector of which the
utility is a part. The regulatory cost charges that the commission expects to
collect from all regulated utilities mav not exceed .8peroent ofthe total adjusted
gross revence of all regulated public utilities derived from geeratiaos In the state [,
AS MODIFIED UNDER (© OF THIS SECTION IF APPROPRIATE]. An exempt
utalliity Sall pay tre ectial aost of services provided 1 itby the comission.

*Sec. 9. AS 42.06.254(b) s amended o reed:

® The comission gell by regulation esteblish a method to determine
amually the amount of the regullatory cost charge for apublic uaility. I the amount
the commission exquects 1 collect under @) of this sectaian and under AS 42.06.286(a)
exceeds the authorized budget of the commission, the commission dHll, by orter,
reduce the peroartages determined under (i) [SET OUT IN @] of this secion so ttet
the total amount of the fess colllected gpproximately eguals the authorized budget of
the commission for the fisal year.

*Sec. 10. AS 42.06.24() s amended by adding a new paragraph to reed:

G "adjusted gross revenue’” means te gross revenue of a utality as
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modified under (©) of this section, Ifgoorgpriate.
*Sec. 11. AS 42.06.24 i anended by adding a new suosection 1o reed:

@® The comission dull by regulation establish a method to determine
amually the maximum percentage of adjusted gross revenue tret willl applly to each
requllated public utallity sector and the maximum percatage of gross revenue et will
apply 1o tre regulated pipelire eamer sector. The method established dall allocate
the commissions asts, other then the aost of serviaes provided 1o exempt utilities,
among the regulated public utillity ssctors and the regullated pipeline camier ssctor
based on tre relative anount of the commission™ anual oosts thet s atiributsble ©
regulating each sctor.

*Sec. 12. AS 42.06.990(2) B amended to reed:
(@ ‘comission” means tre Regulatory Commission of Alaska
[PUBLIC UTILITIES COMMISSION];
*Sec. 13. AS 42.05.9% s amended to reed:
Sec. 42.06.9%. Short title. This dgpter may be cited as the Alaska Public
uallrtaes Regulatory [COMMISSION] Act.
*Sec. 14. AS £2(%."". 5() s anended 1o resd:
® The comission gall by regulation establish a method to determine
amually the amount of the requlatory aost darge. I the anount the commission
epects 1t amllect under @ of this section and under AS 42.06.244(@) exceeds the
authorized budget of the conmission, the comission ddll, by order, reduce tte
percentage determined under () [SET OUT IN @] of this section so tet the ol
amount of tre fees oollected approximately egals the authorized budget of the
comission for the fisal year.
*Sec. 15. AS 42.06.286 s amnended by adding a new subsection to reed:
@M The comission gall by regulation establish a method to determine
amually the maximum percentage of gross revenue ttet will goply to each regullated
I public utillity sector and the maximum percentage of gross revenue thet will goply o
| the regulated pipeline camier sector N accordance with AS 42.06.254(h).
I *Sec. 16. AS 42.06 samended by adding a new section 1o reed:

| Sec. 42.06.086. Commission decision-making procedures. The conmission

9 HCS CSSB 133(FIN)
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dall comply with AS 42.04.080 for natters thet come before the commission for
decision.

* Sec. 17. AS 42.06.305 s amnended by adding a new subsection 1o reed;
® The camission®™s decision under this section dall be based on the best
interest of tre public.

* Sec. 18. AS 42.06.44%(e) B amended to reed:
® A comissioner [,AND THE EXECUTIVE DIRECTOR, ] may cartafy es

to dl official recorts of the cormission under this section and may cartafy as o dll
offical acts of the comission under this degpter.
* Sec. 19. AS 42.06.630(2) samended to reed:
() “commission’” means the Regulatory Commission of Alask
[PUBLIC UTILITIES COMMISSION] CAS 42.04.010):
* Sec. 20. AS 42.45.020(b) i amended to reed:
© Subject O AS 42.45.080, the department may make loans from tte rural
electrification revolving loen fud to electric utilities cartified under AS 42.05 [BY
THE ALASKA PUBLIC UTILITIES COMMISSION]. A loen from tte fud may be
made only for the purpose of extending new electric service Into an area of tre state
thet an electric wality may sene under a cxtitficate of public convenience and
necessity issed under AS 42.05 [BY THE ALASKA PUBLIC UTILITIES
COMMISSION]. A lcen may be made from the fund to an electric ulity if tre uality
iInests the money necessary 1o provide one pole, one span of lire, one trasformer,
and one service drop for each consumer for whom Immediate service would be
provided by the extension of electric savice.  Honever, a loen may not be made from
tre fund unlless
@ te len s recommended by a loen advisory committee gopointed

under AS 42.45.030; and
(@ tre extersion of eledtric sarvice would provide Immediate service

10 at lesst three consuners.
* Sec. 21. AS 44.66.010(@)(4) s amended to reed:
@ Regulatory Commission of Alaska (AS 42.04.010) [PUBLI

UTILITIES COMMISSION (AS 42.05.010)] - Jure 30, 2004 [190];
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*Sec. 22. AS 44.83.425(3) s amended 1O reed:
®A "galfied uality ' means an electric utillity or an electric goerating
ataty establidhed as an instrurentality of two or more electric uilities cartafied under
AS 42.05 [BY THE ALASKA PUBLIC UTILITIES COMMISSION] to serne dl or
part of a market area thet is served or will be served by the power project, thet tre
authority determines s cgpable of geerating and maintaining the power project

*Sec. 23. AS 46.04.020(1) s amnended 1O reed:

@® The syperior court ad, with respect to intrestate voyages, the Regulatory
Commission of Alaska [PUBLIC UTILNTES COMMISSION,] under AS 42.05.361
42.065.431, have concurrent jurisdicion to review and enjoin a darge, cotract term,
or firacial resposibility requirement described under () of this section at the request
of a ves=l over, goarator, or datarer. BExcept as provided In this subsection,
nothing In tis section affedts tre junisdicaion of tte Regulatory Commission of
Alaska [PUBLIC UTILITIES COMMISSION].

* Sec. 24. REPEAL OF STATUTES. AS 3.5.1200)(6); AS 42.05.010, 42.05.020,
42.06.030, 42.06.035, 42.06.040, 42.05.080, 42.06.071, 42.06.081, 42.05.091, 42.05.101,
42.06.111, 42.06.121, 42.06.123, and 42.05.131 are repealed.

*Sec. 5. REPORT CONCERNING RESTRUCTURING OF THE ALASKA OIL AND
GAS CONSERVATION COMMISSION AND THE REGULATORY COMMISSION OF
ALASKA. The Legislative Budget and Audit Conmittee duall prepare a regport considering
tre fuctios of the Regulatory Commission of Alaska and tte Alaska Oil and Gas
Conservation Camission. The rgoort must address whether s In tre best interest of the
State o merge the Regullatory Commission of Alaska and the Alaska Oill and Gas Conservation
Commission o a sirgle comission and whether € B N te states best inerest ©
restruicture the functios of the two comissions.  The rgoort dell be celivered © tre
govermor and tre legislature by the first day of the second session of the Twenty-First Alaska
State Legislature.

*Sec. 26. MANAGEMENT INFORMATION SYSTEM. The Regulatory Commission of
Alaska gl develop s management informettion system and make the system accessible ©
tre gereral public through the Intermet for the purpose of tradkirg, scheduling, and managing
dl dodets within the commission.
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* Sec. Z7. LOCATION OF THE ALASKA OIL AND GAS CONSERVATION
COMMISSION, @ The prircipal offie of the Alaska Oil and Gas Conservation
Commission dell move 1 the same loation as the priarcipal office of the Regullatory
Commission of Alaska as soon as fessible, but Inany Gase, no later then Jduly 1, 2000.

© As soon as tre Alaska Oil and Gas Conservation Commission moves 1 tte same

location as the Regulatory Conmission of Alada, the two comissions dall share record
keeping fadiliies and clerical ST

*Sc. 8. REGULATORY COMMISSION OF ALASKA EMPLOYMENT OF HEARING
OFFICER. To tre extent that sufficient funds are gopropriated for the purpose, during tre
state fisal year ending June 30, 2000, the Regulatory Commission of Alaska gall employ,
N addrtaon o the hearing officars thet the former Alaska Public Ualities Conmission was
authorized t© employ on June 30, 199, an additaaal hearing officr.

*Sc. 0. TERMS AND INITIAL APPOINTMENTS, @ Notwithstanding AS 42.06.030,
tte terms of members of the Alaska Plblic Ualities Commission eire at the close of
business on June 30, 1990.

® The govermor dull eqeeditiasly make sl appointments to tre Regulatory
Commission of Alaska, aeated by sc. 1 of this Act.  Appointments made under this
;Uossctaian may not take effect before July 1, 1990.
© Notwithstanding AS 30.06.0685, tre tems of the nitially appointed members of tre
Regulatory Commission of Alaska el be st by the govermor as follans:
@ one member dall s=ne a fiveyear term;
@ one member dall sene a four-year tarm;
@ one member dall sene a threeyear term;
@ ore member dall sene a two-year term; and
B one member dall sernve a one-year tem.

* Sec. 3. TRANSITIONAL PROVISIONS, @ Litigation, hearings, investications, and
ther proceedings pending under a law repealed or amended by this Act, or In comection with
ictios trasferred fron tte Alaska Rblic Ubdlities Commission to tte Regulatory
omission of Alaska by this Act, cotinue n effect and may be completed notwithstanding
trasfer or repeal provided for in this Act.

O Regulations in effect on June ), 199, trat were adopted to implement a fuctian
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thet i trasferred by this Act remain in effect and gall be enforced by the Regullatory
Commission of Alaska utal anended.

© Wherever n Alaska Statutes affectsd by this Act there s a reference o regulatios
adopted under a section of law and there are no regulatias adopted under that section because
previous regulatios adopted under aother section are being enforoed under (O) of this
sectian, the reference gl be construed 1O refer 1o tre previously adopted regulations until

they are amended by the new agency.

(@ Except as provided in sc. 29(@) of this Act, anracts, rigts, lebilities, and
doligatias created by or under a law repealed or anended by this Act. and in effect on June
30, 1999, remain In effect notwithstanding this Act’s taking effect.

® Records, equipment, ggrgoriatias, and other property of the Alaska Public
ualiies Commission dell be trasferred o tre Regulatory Commission of Alaska t©
implement the provisions of this Act.

@ Notwrthstanding tte amendments tAS 42.06.25 made by scs. 8 - 11 of this Act
and o AS 42.06.286 made by sxcs. 14 and 15 of this Act, for the fisal year ending June 30,
2001, te Regulatory Commission of Alaska ddll, by arter, esteblish and use a model for te
assessment of regullatory aost darges for thet yearr, based on estinates for figures for which
itdoes ot have actial data

* Sec. 31. FIVE-YEAR SUNSET. The amendment t AS 44.66.010@)(4), made by
s. 21 of thes Act, smade notwithstanding AS 44.66.010(C).-

* Sec. . REVISOR INSTRUCTIONS, @ In tre folloving Statutes, the revisor of
stalutes B isticted o change "Alaska Rublic Udliies Commission™ t "Regulatory
Commission of Alaska'*:

@ AS 2.35.131(0);
@ AS 20.36.131(5);
B AS 3B.3H.120(@) in three placss;
@ AS B.35.20);
G AS 2.06.141Q);
© AS 2.06.32X(0);
@ AS 42.06.31L(F) in both places;
® AS 2.06.712(0);
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AS 42.065.712(d);
AS 42.45.010();

10)
D AS £2.45.10@);

AS 42.45170@);

@z
e (13) AS £2.45.170(€e);
Q4 AS 43.%5.150(b);
(15) AS 43.5%6.210(7);
(16) AS 44.83.090(b) n both places;
@7 AS 45.50.473(@);
(18 AS 45.50.473(b);
19 AS %5.50.4750);
@) AS 45.50.47(C); and
(D) AS 45.63.080(12).
©® In tre folloving statutes, the revisor of statutes s instructed 1 change “'Alaska
RPublic Uallirtes Commission'” to "“former Alaska Rblic Uaallities Commission or the Regullatory

Commission of Alada'*:

@

AS (0.65.085(a);

@ AS 10.25.00(6); ad

® AS 18.57.02X0)-
© In te folloving statutes, the revisor of statutes is Instructed to change "y tte

Alaska Public Ualliities Commission™ to "y the former Alaska Public Uallitaes Commission

or by the Regulatory Commission of Alaska'*:

@
@
©)
@
©®

AS 29.35.060(b) inboth placss;
AS29.36.080(0);
AS29.35.080(a);
AS29.35.0680(b);and
ASA2.45.200(€)-

* Sec. 33. @ Section 29 of this Act takes effect imediately under AS 01.10.070(C)-
©O Sectios 8-11, 14, and 15 of this Act take effect July 1, 2000.
© Except as provided In @ and (D) of this sectian, this Act takes effect July 1, 19909.

HCS CSSB 133(FIN)
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AMENDMENT

OFFERED IN THE HOUSE
TO: HCSCSSB 133(FIN)
Version ‘T’ ¥/12/9
Page 4, Iire6
After “uality”

Insert “‘or pipeline earmer™



AMENDMENT

OFFERED INTHE HOUSE
TO:  HCSCSSB 133(FIN)
Version “T”” %/12/9
Page 12, lines8-12
Celete dl

Renumber sectians accordingly
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AMENDMENT X

OFFERED IN THE HOUSE
TO: HCS CSSB 133(L&C)

Page 1, folloving lire &
Insert new hilll sectias to reed:
"> Section 1. AS 31.05.026 s amended by adding a new subsection to reed:

() In a disute between the commission and the Department of Natural
Resources regarding a goecific course of actian 1 be taken or a gpecific decision
made, the actian or decision of the commission praails.

*Sec. 2. AS 31.06.110(@) s amended 1o reed:

@ To prevatt, or 1o assist In preventing weste, to Insure a greater ultinete
recovery of al and gss, and 1 protect the correlative nidgits of persons owning
interests I tre traats of land affected, these persons may \alidly integrate treir
interests 1o provice for the unrtazad management, development, and gperation of such
tradts of lad asauwt. The [WHERE, HOWEVER, THEY HAVE NOT AGREED
TO INTEGRATE THEIR INTERESTS, THE] comission, upon proper petition, after
notice and hearirg, has jurisdictian, poner* and authority, and it i its duty t© make
and enforce orders and do the things necessary or prgeer™ to carry out the purposes
of this sectaon, Including making and enforcing orders and doing other things
necessary to require compulsory unrtization or reinitization in a manner tet,
based on the commission’ findings, ensures a greater ultimate recovery of ail
and gas.

*Sec. 3. AS 31.05.110(0) s amended 1o reed:

@ This sectaon gplies o dl wolutary and involuttary unrts formed n tte
stae. [SUBSECTIONS @& AND (@ - () OF THIS SECTION APPLY TO ALL
VOLUNTARY UNITS FORMED IN THE STATE AND TO A VOLUNTARY
COOPERATIVE OR UNIT PLAN OF DEVELOPMENT OR OPERATION

ENTERED INTO INACCORDANCE WITH AS 38.05.18)p)-]
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® The comission gall require every producer or unirt gperator subject
an order made by the conmission under this ssction and every producer or unrt
operator who hes established a voluttary cogeerative or unit plan of development or
operation under AS 33.05.18)(p) to provide to the comission the most recent
reproductions of tte unit plan of development or goeration resernvoir models of any
type thet relates 1o the producer’™s or unirt geerator’s aollectian and accumulation of
engineering and production data. A producer or wit operator dall provide tte
information and cata required by the conrmission under this subsection.™

Page 1, line &
Delete '™ Section 1.'*
Insrt "~ Sec. 5.

Renumber the folloving kil sectias accordingly.

Page 13, lire 4:
Delete "sc. 20
Insert "sc. 24"
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AMENDMENT

OFFERED IN THE HOUSE BY REPRESENTATIVE DAVIES

TO: HCS CSSB 133(FIN), Draft \ersion *T*

Page s, Iire 10, folloving "panel™
Delete "' THE COMMISSION]™
InsertA party mav file a petition for reconsideration of"a decision bv a hearing

so* A»0 *PP<=A(_oP

officer, an arbitrator, or an administrative law judge that has been approved by the

commission, or a decision of a hearing panel. The full commission shall act on the

petition™



AMENDMENT

OFFERED INTHE HOUSE
TO: HCSCSSB 133(FIN)
Version “T”” 5/12/9
Page 10, lire3L
After “Jure 0,
Delete “2004™

Insert 2002
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f FISCAL NOTE A No: 3

. A CSSB 133(L&C).

STATE OF ALASKA
Uu u : 52 ~199

1999 LEGISLATIVE SESSION

Department Affected: Administration

Revision Date:
Title: Combine APUC and AOGCC BRU: AOGCC
Component: AOGCC

Sponsor: Senator Pearce
Requestor fH) L&C COMPONENT SERIAL NO. 2010

Expenditures/Revenues: (Thousands of Dollars)
Note: Amounts do not include inlidtion unless otherwise noted below

OPERATING EXPENDITURES FY 2000 FY 2001 FY2002 FY 2003 FY 2004 FY 2005

PERSONAL SERVICES
TRAVEL
CONTRACTUAL 147.0 147.0 147.0 147.0 147.0 147.0
SUPPLIES
EQUIPMENT
LAND & STRUCTURES
GRANTS, CLAIMS
MISCELLANEOUS

TOTAL OPERATING 147.0 147.0 147.0 | 147.0 147.0 147.0
CAPITAL EXPENDITURES 321.9 0.0 0.0 0.0 | 0.0 0.0
CHANGE IN REVENUES ( ) 0.0 0.0 | 0.0 0.0 0.0 0.0
FUND SOURCE: (Thousands of Dollars)
1002 Federal Receipts
1003 GF Match
1004 GF 147.0 147.0 147.0 147.0 147.0 147.0
1005 GF/Program Receipts
1037 GF/Mental Health
OTHER
TOTAL 147.0 147.0 147.0 147.0 147.0 147.0
Estimate of any current year (FY 99) cost: S
POSITIONS:
FULL-TIME 0.0 0.0 0.0 0.0 0.0 0.0
PART-TIME 0.0 0.0 0.0 0.0 0.0 0.0
TEMPORARY 0.0 0.0 0.0 0.0 0.0 0.0

ANALYSIS: (Attach a separate page if necessary.)

Operating Budget
This bill combines the AOGCC and APUC offices and will relocate the AOGCC offices to the current APUC office location. SI47.0 of additional

operating t'unds are necessary for AOGCC lease costs at the APUC building. (8,000 x S200/4g. ft. less S45.000 available from current facility
maintenance budget).

Capital Budget
; PcJoealiiK' the AOGCC afliccs will require a capital expenditure of 2S1.9in PY 2000to cover moving costs and new office furniture for 23

employees. AOGCC will also need to invest in a new computer network system to be compatible with APUC. The cost for an updated network is
estimated to be $40.0 and is also included itt the capital request.

Phone: 279-1433

Prepared bv: Robert Christenson. M-
Division: Alaska Oil and Gas Conservation Commftxion Dale
Approved by Commissioner:  Uuhen Poe Jr\

/\ Date: 3

Agency: Department of Administration j

PREPARER TO PROVIDE ALL DISTRIBUTION COPIES TO GOVERNOR'S LEGISLATIVE OFFICE
rther distribution information, call the Governor’s Legislative Office
COMMITTEE COW’ Page 1 of 1



No: 4

. FISCAL NOTE B" /rslon:HCS CcSSB 133 (L&C)

STATE OF ALASKA (H) Publish Date: 5 /3799
1999 LEGISLATIVE SESSION

Revision Date/Time (Note if correction) S /p " Dept. Affected

AK Public Utilities Commlsslon/AEGCC

Title Alaska Public Utilities Commission BRU

Component APUC/AECC Operations
Sponsor Senator Pearce
Requester (H)Labor & Commerce Component Serial No. 346
Expenditures/Revenues (Thousands of Dollars)

Note: Amounts do not Include Inflation unless otherwise noted below.
OPERATING EXPENDITURES FY 2000 FY 2001 FY 2002 FY 2003 FY 2004 FY 2005

Personal Services 3,287.0
Travel 35.0
Contractual 1,300.9
Supplies 62.5
Equipment 13.8

0.0

Land & Structures
Grants & Claims

Miscellaneous
TOTAL OPERATING

0.0

0.0
4,699.2 0.0 0.0 0.0 0.0 0.0

CAPITAL EXPENDITURES 500.0

CHANGE IN REVENUES ( H Z

FUND SOURCE

1002 Federal Receipts
1003 GF Match

1004 GF

1005 GF/Program Receipts

1037 GF/Mental Health
Other 1110 APUC Rcpts 4,699.2 0.0 0.0 0.0 0.0 0.0
TOTAL 4,699.2 0.0 0.0 0.0 0.0 0.0

(Thousands of Dallars)

Estimate of any current year (FY99) cost: 0.0

POSITIONS
Full-time
Part-time
Temporary

o

o
o
o

55 0

o
o
o
o
o
o

ANALYSIS: (Attach a separata page it necessary)
The APUC recently contracted for an analysis to determine the recommended specifications and cost of

an information management system that would fulfill the requirements specified in the proposed CS.
Without the benefit of the results of this study, a capital appropriation of 5500,000 is estimated for this

cost.
Potential administrative savings from partial consolidation in FY2000 are not estimated because the timing

of the AOGCC move is unknown. Similarly, potential administrative savings and/or improved efficiencies
are likely in FY2001 and beyond in areas such file maintenance and reception services but are difficult to

estimate at this time given the current understaffing at both agencies.

Prepared by Ginny Fay . Phone  465-2503
Division Commissioner's Office f \ Date/Time 5/6/99 9:00 AM
Date 5/5/99

Approved by Commissioner j /-,

Agency I1jif 1 /

PREPARER TO PROVIDE ALL DISTRIBUTION COPIES TO GOVERNOR'S LEGISLATIVE OFFICE
COMMITTEE coP\~erartnef cstaUron Information, call the Governor's Legislative Office

irvwsa sifiomjtebVis Page_1 of _1



FISCAL NOTE A N)3
W ycr.ion: ~c¢, CSSfl 133JLSC)_

— U —1_

STATE OF ALASKA W

1999 LEGISLATIVE SESSION

Department Affected: Administration

BRU: AOGCC '
Component: AOGCC

Revision Date:
Title: Combine APUC and AOGCC

Sponsor:  Senator Pearce
Requestor: (H) LAC COMPONENT SERIAL NO. 2010

Expenditures/Revenues: (Thousands of Dollars)
Note: Amounts do not include inflation unless otherwise noted below
OPERATING EXPENDITURES FY 2000 FY 2001 FY2002 FY 2003 FY 2004 FY 2005

PERSONAL SERVICES

TRAVEL

CONTRACTUAL 147.0 147.0 147.0 147.0 147.0 147,0
SUPPLIES

EQUIPMENT

LAND & STRUCTURES

GRANTS. CLAIMS

MISCELLANEOUS
TOTAL OPERATING 147.0 147.0 147.0 147.0 147.0 147.0

321.9 | 0.0 0.0 0.0 | 0.0 0.0

CAPITAL EXPENDITURES

CHANGE IN REVENUES ( ) 0.0 0.0 0.0 0.0 0.0 0.0

FUND SOURCE: (Thousands of Dollars)

1002 Federal Receipts

1003 GF Match

1004 GF

1005 GF/Program Receipts

1037 GF/Mental Health

OTHER

TOTAL

Estimate of any current year (FY 99) cost: &

POSITIONS:

FULL-TIME 0.0 0.0 0.0 0.0 0.0 0.0
PART-TIME 0.0 0.0 0.0 0.0 0.0 0.0
TEMPORARY 0.0 0.0 0.0 0.0 0.0 0.0

147.0 147.0 147.0 147.0 147.0 1470

147.0 147.0 147.0 147.0 147.0 147.0

ANALYSIS: (Attach a separate page if necessary.)

Operating Budget
This bill combines the AOGCC and APUC offices and will relocate the AOGCC offices to the current APUC office location. SI47.0 of additional

operating funds are necessary for AOGCC lease costs at the APUC building. (8.000 x 52.00/sg. ft. less $45.000 available from current facility
maintenance budget).

Capital Budget
Keloeuiing the AOGCC offices will require acapital expenditure of S281.9in FY 2000 to cover moving costs and new office furniture for 23

employees. AOGCC will also need to invest in a new computer network system to he compatible with APUC. The cost for an updated network is
estimated to be S40.0 and is also included in the capital request.

Prepared by: Robert Christenson. IT. Phone:  279-1433

Division: Alaska Oil and Gas Conservation ConmvtVsion Date
Approved by Commissioner:  Hubert Poe\r<\> f) AtVx
Agency:  Department of Allmiisiratinn i N pae: N\ [33-

PREPARER TO PROVIDE ALL DISTRIBUTION COPIES TO GOVERNOR'S LEGISLATIVE OFFICE

COMM'TTEE COfAVLnl‘B'dis,fibu,lon inf°rma,ion' call the Governor's Legislative Office b 1 ;
age o

|I—‘



No: 4
® FISCAL NOTE BIn S10n: 11CS CSSB 133 (L&C)
(H) Pblish Date: 5 /3799

STATE OF ALASKA
1999 LEGISLATIVE SESSION

Revision Date/Time (Note if correction) c?D Dept. Affected

Title Alaska Public Utilities Commission _BRU AK Public Utilities Commisslon/AEGCC
_Component APUC/AECC Operations

Sponsor Senator Pearce

Requester (H)Labor& Commerce Component Serial No. 346

Expenditures/Revenues (Thousands of Dollars)

Note: Amounts do not include Inflation unless otherwise noted below.
OPERATING EXPENDITURES FY 2000 FY 2001 FY 2002 FY 2003 FY 2004 FY 2005

Personal Services 3.207.0
Travel 35.0
Contractual 1.300.9
Supplies 62.5
Equipment 13.6
Land & Structures 0.0
Grants & Claims 0.0
Miscellaneous 0.0
TOTAL OPERATING 4,099.2 0.0 0.0 0.0 0.0 0.0
CAPITAL EXPENDITURES 500.0
CHANGE IN REVENUES (
FUND SOURCE (Thousands of Dollars)
1002 Federal Receipts
1003 GF Match
1004 GF
1005 GF/Program Receipts
1037 GF/Mental Health
Other 1110 APUC Rcpts 4.699.2 0.0 0.0 0.0 0.0 0.0
TOTAL 4,699.2 0.0 0.0 0.0 0.0 0.0
Estimate of any current year (FY99) cost: 0.0
POSITIONS
Full-time 55 0 0 0 0 0
Part-time 0 0 0 0 0 0
Temporary 0 0 0 0 0 0

ANALYSIS: (Anach a separata page it necessary)
The APUC recently contracted for an analysis to determine the recommended specifications and cost of

an information management system that would fulfill the requirements specified in the proposed CS.
Without the benefit of the results of this study, a capital appropriation of $500,000 is estimated for this
cost.

Potential administrative savings from partial consolidation in FY2000 are not estimated because the timing
of the AOGCC move is unknown. Similarly, potential administrative savings and/or improved efficiencies
are likely in FY2001 and beyond inareas such file maintenance and reception services but are difficult to

estimate at this time given the current understaffing at both agencies.

Phone  465-2503

Prepared by Ginny Fay

Division Commissioner's Office Date/Time 5/6/99 9:00 AM
Approved by Commissioner i/lL . C—m JI-s Date 5/5/99
Agency ML /

PREPARER TO PROVIDE ALL DISTRIBUTION COPIES TO GOVERNOR"S LEGISLATIVE OFFICE

C OPY..orﬁnhsr(ﬁriJnm informatian, Gl the Govermor™s Legislative Office
W Page _1 of _1_



STATE OF ALASKA
1999 LEGISLATIVE SESSION

Revision Date:
Title: Combine APUC and AOGCC

Sponsor:  Senator Pearce
Requestor; (H) L&C

Expenditures/Revenues:

ino: 3
wl Version: Hcs CSSB 132 (LSC)
(H) Pblish Date: 5/8/99

FISCAL NOTE

Department Affected: Administration
BRU: AOGCC
Component: AOGCC

COMPONENT SERIAL NO. 2010

(Thousands of Dollars)

Note: Amounts do not include inflation unless otherwise noted below
OPERATING EXPENDITURES FY 2000 FY 2001 FY2002 FY 2003 FY 2004 FY 2005
PERSONAL SERVICES
TRAVEL
CONTRACTUAL 147.0 147.0 147.0 147.0 147.0 147.0
SUPPLIES
EQUIPMENT
LAND & STRUCTURES
GRANTS. CLAIMS
MISCELLANEOUS
TOTAL OPERATING 147.0 147.0 147.0 147.0 147.0 147.0

| CAPITAL EXPENDITURES 321.9 0.0 0.0 0.0 0.0 0.0
CHANGE IN REVENUES ( ) 0.0 0.0 0.0 0.0 | 0.0 0.0
FUND SOURCE: (Thousands of Dollars)
1002 Federal Receipts
1003 GF Match
1004 GF 147.0 147.0 147.0 147.0 147.0 147 0
1005 GF/Program Receipts
1037 GF/Mental Health
OTHER
TOTAL 147.0 147.0 147.0 147.0 147.0 147.0
Estimate of any current year (FY 99) cost: $
POSITIONS:
FULL-TIME 0.0 0.0 0.0 0.0 0.0 0.0
PART-TIME 0.0 0.0 0.0 0.0 0.0 0.0
TEMPORARY 0.0 0.0 0.0 0.0 0.0 0.0

ANALYSIS: (Attach a separate page if necessary.)

Operating Budget

This hill combines the AOGCC nnd APUC offices and will relocate the AOGCC offices to the current APUC office location. SI47.0 of additional
operating funds are necessary for AOGCC lease costs at the APUC building. (8,000 \S2.00/5q. ft. less 545.000 available from current facility

maintenance budget).

Capitiil Budget

Relocating the AOGCC offices will require a capital expenditure of 5281.9in FY 2000 to cover moving costs and new office furniture for 23
employees. AOGCC will also need to invest in a new computer network system to be compatible with APUC. The cost for an updated network is

estimated to he $40.0 and is also included in the capital request.

Prepared by: Robert Christenson. PF.

Division: Alaska Oil and Gas Conservation CommiVsinn

Approved by Commissioner:  Robert Poelrr'r
Agency: Department of Administration

Phone: 279-1433
Dale
Date: Ifle /3 3

B -

PREPARER TO PROVIDE ALL DISTRIBUTION COPIES TO GOVERNOR"™S LEGISLATIVE OFFICE

COMMITTEE COMNVUtad Slribu, IO infonr,a, Dl &,: ,he Govermor*™s Legislative Office

Page 1 of L



No: 4
FISCAL NOTE BianbllJ_Q" _CSSB 133 (L&C)
STATE OF ALASKA D Rblisn Dates 573 9
1999 LEGISLATIVE SESSION

Revision Date/Time (Note il correction) S /(, 7" Dept. Affected tY £ h >

Title Alaska Public Utilities Commission BRU AK Public Utilities CommisslorVAEGCC
Component APUC/AECC Operations

Sponsor Senator Pearce

Requester (H)Labor & Commerce Component Serial No. 346

Expenditures/Revenues (Thousands of Dollars)

Note: Amounts do not Include Inflation unless otherwise noted below.
OPERATING EXPENDITURES FY 2000 FY 2001 FY 2002 FY 2003 FY 2004 FY 2005

Personal Services 3.287.0
Travel 35.0
Contracljal 1.300.9
Supplies 62.5
Equipment 13.8
Land & Structures 0.0
Grants & Claims 0.0
Miscellaneous 0.0
TOTAL OPERATING 4,699.2 0.0 0.0 0.0 0.0 0.0
CAPITAL EXPENDITURES | 5300 T
CHANGE IN REVENUES ( n r
1002 Federal Receipts
1003 GF Match
1004 GF
1005 GF/Program Receipts
1037 GF/Mental Health
Other 1110 APUC Rcpts 4.699.2 0.0 0.0 0.0 0.0 0.0
TOTAL 4,699.2 0.0 0.0 0.0 0.0 0.0
Estimate of any current year (FY99) cost: 0.0
POSITIONS
Full-time 55 0 0 0 0 0
Part-time 0 0 0 0 0 0
Temporary 0 0 0 0 0 0

ANALYSIS: (Attach a separate page it necessary)
The APUC recently contracted for an analysis to determine the recommended specifications and cost of

an information management system that would fulfill the requirements specified in the proposed CS.
Without the benefit of the results of this study, a capital appropriation of $500,000 is estimated for this

cost.
Potential administrative savings from partial consolidation in FY2000 are not estimated because the timing

of the AOGCC move is unknown. Similarly, potential administrative savings and/or improved efficiencies
are likely in FY2001 and beyond inareas such file maintenance and reception services but are difficult lo

estimate at this time given the current understaffing at both agencies.

Phone 465-2503

Prepared by Ginny Fay

Division Commissioner's Office _J___ Date/Time 5/6/99 9:00 AM
Approved by Commissioner Is-s Date 5/5/99
Agency [ffjl /

PREPARER id PROVIDE ALL DISTRIBUTION COPIES TO GOVERNOR'S LEGISLATIVE OFFICE

or further distribution information, call tho Governor's Legislative Office
C MM hHEEROPY page 1 of 1_





