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Spill Prevention and Response
Revision Date/Time (Note if correction):__________________ Dept. Affected^
Title Related to oil discharge prevention andcontingency RDU

plans for certain natural gas exploration facilities Component Industry Preparedness and
Sponsor House Oil & G as Committee______________________ Pipeline Operations______
Requester House O il & G as Committee_______________

Environmental Conservation

Expenditures/Revenues

Component No. 

(T h ou san d s  o f Do llars)
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Note: Amounts do not include inflation unless otherwise noted below.
O PE R A T IN G  EX PEN D IT U R ES FY  2006 FY  2007 FY 2008 F Y  2009 FY  2010 FY 2011
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Travel
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0.0 0.0 0.0 0.0 0.0 0.0
0.0 0.0 0.0 0.0 0.0 0.0
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1005 GF/Program Receipts 
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0.0 0.0 0.0 0.0 0.0 0 0
0.0 0.0 0.0 0.0 0.0 0.0
0.0 0.0 0.0 0 0 0.0 0 0
0.0 o.c 0.0 0.0 0.0 0.0
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M ark th is box (X) if fund ing  for th is b ill is  in c luded  in the G overno r's  FY  2006 budget proposa l: |

POSITIONS
Full-time 0 0 0 0 0 0
Part-time 0 0 0 0 0 0
Temporary 0 0 0 0 0 0

A N A LYS IS : (Attach a separata page if necessary)
This bill will not have a financial impact on the department. It clarifies DEC's authority to exempt natural 
gas exploration wells (that do not pose a threat of an oil spill) from contingency plan and proof of financial 
responsibility requirements. It corrects an unintended consequence of HBt331 passed in Way, 2004, which, 
in port, narrowed the scope of that exemption from (lie pre-existing broad exemption for all shallow natural 
gas facilities, to a narrower exemption for "nonconvcntional gas" wells, defined as strictly "coal bed" 
methane, gas contained in shales or gas hydrates". This bill repeals the "nonconventional gas" definition in 
applicable DEC contingency plan statutes AS 4G.04.030(b) and 040(b)(3)(A) and replaces it with broader 
exemption language restated in AS 40.04.050(c) "for those natural gas exploration wells the AOGCC 
determines will not penetrate a formation capable of flowing oil to the ground surface."
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House Bill 197 
Sponsor statement

House Bill 197 clarifies the Department of Environmental 
Conservations (DEC) authority to exempt gas exploration wells and 
production facilities from oil discharge prevention and contingency plans 
(“C-Plans"). The legislation also removes the industry's burden of 
financial responsibility required of wells that do not pose an oil spill 
threat.

HB 197 fixes the unintended consequences of last year's HB 531. 
That legislation, in part, limited previous exemptions for gas exploration 
and production facilities for all shallow natural gas facilities to a narrow 
exemption for “non conventional gas wells." lire  problem HB 197 seeks 
to correct relates to the new definition of “non conventional gas," which  
HB 531 defined as “coal bed methane, gas contained In shales or gas 
hydrates."

Benefits of HB 197 Include permitting DEC to focus its resources 
on the review of C-Plans and proof of financial responsibility for those 
gas exploration facilities that could potentially incur an oil spill. It also 
gives DEC authority to conduct inspections the Legislature directed when 
it changed the contingency plan review renewed requirement from three to 
five years. In addition, the bill relieves industry from unnecessary  
financial costs associated with preparing and implementing oil spill 
contingency plans for gas exploration facilities where no threat of an oil 
release spill exists. Lastly. HB 197 relieves industry from the costs  
involving demonstrating proof of financial responsibility in response to oil 
spills at gas exploration facilities, where no threat of spills exist.
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CS for HB 197'

Ta lk ing Points 

April 6, 2005

"The SOLE purpose o f CS fo r House Bill No. 197(Rules) is to cla rify tha t oil 
d ischarge con tingency p lans and financ ia l respons ib ility are NOT required fo r 
natura l gas wells.

The bill does not o the rw ise change or exem pt any o the r facilities from existing 
state requ irem ents to have an oil d ischarge con tingency plan or financ ia l 
respons ib ility .

Natura l gas wells , production or term ina l fac ilities tha t m ay also exp lo re , produce, 
sto re or transpo rt oil are still required to have an oil d ischarge con tingency plan if 
o therw ise requ ired by sta tu te and regula tion.

Under this bill natura l gas exp lo ra tion we lls tha t do not encoun te r oil are not 
required to have an oil d ischarge con tingency plan or p roo f o f financ ia l 
responsib ility .

A  well drilled to exp lo re for gas would not be required to have an oil d ischarge 
con tingency plan if the AOGCC determ ines that ev idence dem ons tra tes with 
reasonab le ce rta in ty that the well will not pene tra te a form ation capab le o f 
flow ing oil to the ground surface.

HB 197 takes the righ t approach by requiring c-p lans on ly where oil cou ld flow to 
the ground surface and cause an oil spill.
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OVERVIEW DOCUMENT 
Natural Gas Facility Exemption from 
DEC Contingency Plan Requirements

This bill clarifies DEC’s authority to exempt natural gas exploration wells -  that do not 
pose a threat of an oil spill -  from contingency plan and proof of financial responsibility 
requirements. It corrects an unintended consequence of HB 531, which passed the 
Legislature in May, 2004. That bill, in part, narrowed the scope of an exemption (for 
natural gas exploration and production facilities) from the preexisting broad exemption 
for all shallow natural gas facilities, to a narrow exemption for ‘nonconventional gas’ 
wells. The problem stems from the HB 531 definition of ‘nonconventional gas’ as 
strictly, “coal bed methane, gas contained in shales or gas hydrates.”

Benefits of the Legislation.

• Allows DEC to focus its resources on the review of c-plans and proof of financial 
responsibility for those natural gas exploration facilities that could potentially 
threaten the environment with oil spills; and

• Ensures that DEC can conduct the additional inspections and drills that the 
Legislature envisioned would be performed when it changed the contingency plan 
review renewal requirement from three to five years;

• Relieves industry from the unnecessary financial costs and schedule impacts of 
preparing and implementing oil spill contingency plans for natural gas exploration 
facilities where there is not a threat of an oil release from the well; and

• Relieves industry from the unnecessary cost o f demonstrating proof of financial 
responsibility (i.e. insurance, bonds or letters of credit) to respond to oil spills at 
natural gas exploration facilities where there is not a threat o f  an oil release from the 
well.

The ‘‘fix” proposed through this bill repeals the “nonconventional gas" provisions in 
applicable DEC contingency plan and financial responsibility statutes -- AS 46.04.030(b) 
and .040(b)(3)(A) — and replaces them with broader exemption language restated in 
AS 46.04.050(c) for those natural gas exploration wells that the AOGCC determines the 
evidence "demonstrates with reasonable certainty. . .  will nol penetrate a formation 
capable of flowing oil to the ground surface.”

DEC has used its existing authority in AS 46.04.050(b) for natural gas production wells 
to exempt natural gas exploration wells where there is sufficient geological information 
to determine that the wells will not penetrate a formation capable of flowing oil to the 
surface. In consultation with AOGCC, DEC has determined such wells to be natural gas 
production facilities under .050(b) even if sufficient information is unavailable to 
quantity their commercial potential as development wells. This bill would clarify DEC's 
existing exemption authority in AS 46.04.050(1)) by exempting all natural gas exploration 
wells that arc not capable of causing an oil spill from the c-plan and financial 
responsibility requirements. Sec. 5.

BACKGROUND
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The Honorable Victor Kohring
Chair. House Special Committee on Oil and Gas
State Capitol
Juneau, Alaska 99SO I

Ro: Letter of Support Concerning H o u m  Bill No. 197

Dear Representative Kohring:

The Alaska Oil and Gas Conservation Commission (“Commission") supports House Bill No. 197 
(“HB 197"), which amends the laws regarding oil discharge prevention and contingency plana and 
proof of financial responsibility ("C-plans") to allow better use of geologic Information and 
understanding in determining the noed for such plana.

Under current law, a C-plan is required for wells drilled to explore for or produce oil. On the other hand, 
a C-plan is not required for wells drilled to produce only gas. The treatment of wells drillod to explore for 
gaa has a complicated history. Previously, well* drilled for shallow gas wera exempted from the C-plan 
requirement. In 2004, however, HB 531 changed the language from “shallow" gas to “nnnconvenfional" 
gaa, In practical terms, this means that wells drilled to explore for coalbed methane qualify for 
exemption, but wells drilled to explore for other shallow gas ara generally not entitled to exemption. Tn 
the Commission's view, there is a mismatch between the current scope of the C-plan exemption and the 
facts of Alaska's geology.
What the Commission has learned over the yean i* that drilling in many area* of the state poses 
essentially no risk of an oil spill. These areas have thick geologio sections containing both conventional 
and nonconventional gas reservoirs, but have very little potential for the existence of zones capable of 
flowing liquid hydrocarbons. Requiring a C-plan for wells drilled in these circumstances adds C09 i and 
delay to gas exploration without providing Increased protection to the environment.

HB 197 corrects the inadcquaclca in current law by providing for a case-by-case geological evaluation of 
wells drilled to explore for gu  -  whether shallow or deep, nonconventional or conventional. Undor this 
bill, a well drilled to oxplore for gas would qualify for a C-plan exemption If, but only if, the Commission 
determines that evidence demonstrates with reasonable certainty that the well will not penetrate a 
formation capable of flowing oil to the ground surface. The approach of HB 197 ij to base C-plan 
exemption decisions on application of the Commission's geologic expertise to the specific facts of a 
proposod exploration project. The Commission believes this is exactly the right approach.

Thank you for yt>ur attention.

Dtniel T. Seamount, Jr. 
Commissioner

SUPPORT



Unocal Alaska
Union Oil Company of California 
000 Wes! 9tfi Avenue. P.O. Box 196247 
Anclxxage. Alaska 99519-6247 
Telephone (907) 276-7600 
Fax (907) 263-7698

UNOCAL®

Kevin A. Tabler, Manager
L a n d /G o v e rn m e n t Affairs

March 11, 2003

Representative V ic  Kohring 
State o f  A laska Legislature 
Room 24, Slate Capitol 
Juneau, Alaska 99801-1182

Re: Support for H B  197

Representative Kohring:

Union O il Company o f  Californ ia was delighted to see the introduction o f  I IB 197 to 
clean up the effect o f  HB531 (2003 legislation) which created the unintended 
consequence o f elim ination o f  the exemption for o il sp ill contingency plans for 
exploration and production facilities used solely to explore, develop or produce shallow 
natural gas. Our review o f  the proposed legislation concludes that H B  197 clears up the 
unintentional change caused by implementation o f  HB  531 and supports your efforts.

Thank you for taking the initiative to tix this problem

inccrcly,

Kevin A. Tabler
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