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O P E R A T IN G  EX PEND ITU R ES F Y  2008 F Y  2009 F Y  2010 F Y  2011 FY  2012 F Y  2013
Personal Services 0.0 0.0 0.0 0.0 0.0 0.0
Travel 0.0 0.0 0.0 0.0 0.0 0.0
Contractual 0.0 0.0 0.0 0.0 0.0 0.0
Supplies 0.0 0.0 0.0 0.0 0.0 0.0
Equipment 0.0 0.0 0.0 0.0 0.0 0.0
Land & Structures 0.0 0.0 0.0 0.0 0.0 0.0
Grants & Claims 0.0 0.0 0.0 0.0 0.0 0.0
Miscellaneous 0.0 0.0 0.0 0.0 0.0 0.0

T O T A L  O P E R AT IN G  I 0.0 0.0 0.0 0.0 0.0 0.0

C A P IT A L  EX PEND ITU R ES 0.0 0.0 0.0 I 0.0 0.0
|C H A N G E  IN R E V E N U E S  ( ) | 0.0 0.0 0.0 0.0 0.0

0.0

0.0

1002 Federal Receipts

1003 G F  Match
1004 G F

1005 GF/Prograrn Receipts 

1037 GF/Mental Health 

1162 A O G C C  Receipts

0.0 0.0 0.0 0.0 0.0 0.0
0.0 0.0 0.0 00 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 0.0

0.0 0.0 0.0 0.0 0.0 0.0
T O T A L 0.0 0.0 0.0 0.0 0.0 0.0

Estim ate of any current year (FY2007) cost: 0.0______
Mark this box (X) if funding for this bill is included in the Governor’s FY  2008 budget proposal: 

POS IT IO NS

Full-time

Part-time
Temporary .
A N A L Y S IS : (Attach a separate page if necessary)
This bill is not anticipated to have any fiscal impact on the AOGCC

Most of the amendments are technical revisions involving responsibilities that are already under thn purview 
of the Alaska Oil and Gas Conservation Commission. The bill deletes the requirement that an applicant pay a 
$100 fee for a permit to drill a well. Since the Commission is fully funded through a regulatory cost charge it 
is more efficient to collect those costs as part of the overall regulatory cost charge rather than by subtracting 
an estimate of the fees that might be generated in the coming year and then collecting by individual 
application. This will also streamline the process for permitting as the Commission moves towards 
implementing e-permitting.

Prepared by: Jody J. Colombie. Special Assistant I______________________________ Phone 793-1221

Division Alaska Oil and Gas Conservation Commission Date/Time 3/7/07 10:00 AM

Approved by: Rachael Petro, Deputy Commissioner_________________________ Date 3/7/07 2:00pm
Agency Department of Administration_________________________________
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L E G I S L A T I V E  B U D G E T  &  A U D I T  C O M M I T T E E
R e p r e s e n t a t i v e  R a l p h  S a m u e l s ,  C h a i r m a n

S P O N S O R  S T A T E M E N T

CS for SENATE BILL 109

“An Act relating to the regulation and permitting of drilling and other 
operations by the Alaska Oil and Gas Conservation Commission, to civil 
penalties assessed by the commission, to reconsideration and appeal of 

decisions and the allocation of costs in investigations and hearings before 
the commission, and to information filed with and fees of the commission;

and providing for an effective date."

The Alaska Oil and Gas Conservation Commission (AOGCC) requested 
legislation that would make several needed updates and improvements to 
Title 31, its governing statute.

CS for Senate Bill 109 would accomplish the following;

1. Clarify the Commission's authority to regulate underground storage of natural 
gas. Gas storage is a way of dealing with seasonal variations in demand. 
Although the Commission clearly has statutory authority to regulate other types 
of undergrour 1 injection related to oil & gas operations, the statute is unclear as 
to the Commission's authority with respect to gas storage.

2. Clarify that the Commission's existing authority to regulate various types of oil 
and gas operations, such as drilling and plugging wells and disposing of oil field 
wastes, may be for public health and safety purposes as well as conservation 
purposes. Currently, the statute uses the phrase "for conservation purposes." 
While this is a broad concept, there are aspects of the Commission's mission, 
such as prevenung well blowouts or explosions that clearly impact public health 
and safety. There should be no question that the latter are appropriate goals of 
Commission oversight of oil field operations, and the bill would make this explicit.
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3. Make a "mid-course correction" in a regulatory program concerning 
nonconventional gas, in particular, coal bed methane. One of the new 
requirements is for the operator of a well used for production o r  p ro d u c t io n  
te s t in g of coal bed methane "to design and implement a water well testing 
program to provide baseline data on water quality and quantity." However, 
production testing is a short-term activity that would not have a significant impact 
on aquifers. Moreover, production testing often occurs during exploratory 
activities and is very low risk to the environment, before an operator has any idea 
whether a prospect may ultimately be developed and put in production. Requiring 
an operator to design and implement a water well testing program at this early 
stage is an unnecessary burden that will discourage exploration without providing 
an offsetting public benefit. The bill would therefore modify this requirement to 
apply only to regular production of coal bed methane, not production testing.

4. Update the reconsideration and appeals provision. There is a conflict between 
the judicial appeal provisions of the Alaska Oil and Gas Conservation Act, which 
date essentially unchanged from a territorial enactment in 1955, and the mere 
modem and streamlined uniform appeal provisions of the judiciary statute. The 
Commission has taken the position that the judiciary statute superseded the 
earlier territorial enactment, and the Supreme Court recently upheld that position 
in Allen v. Alaska Oil and Gas Conservation Commission, 139 P3d 564 (Alaska 
2006). This bill would eliminate the outmoded territorial provisions and leave 
appeals from Commission decisions to be governed by the uniform procedures of 
the judiciary statute and Rules of Appellate Procedure.

5. Deletes the requirement that an applicant pay a $100 fee for a permit to drill a 
well in this state. For some years the Commission has been fully funded by the 
regulated industry through a regulatory cost charge. The costs associated with 
permitting are more efficiently collected as part of the overall regulatory cost 
charge rather than by subtracting an e s tim a te of the fees that might be 
generated in the coming year.

6. Narrows the data that would be subject to a 24-month period of confidentiality 
to only the data from "exploratory" and "stratigraphic test" wells; and, to those 
portions of applications for permits to drill such wells that the commission 
determines contain proprietary information. This change is consistent with the 
regulatory practice in most other oil and gas producing states that does not afford 
confidentiality to well data in established oil and gas fields.
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7. Adds a new subsection ( f )  to clarify that information "voluntarily" provided 
under subsection (d) of this section does not apply to information submitted in 
connection with a petition for a Commission order or in connection with a 
hearing. This is consistent with Commission practice which requires the applicant 
to make a showing that the information is entitled to confidentiality under another 
provision of law as one would, for example, for proprietary information or trade 
secrets.

8. Updates the nenalty section by increasing the penalty amounts available to the 
Commission and adds a specific list of criteria for the Commission to consider in 
detei mining the amount of a penalty. The bill would change the maximum 
amount of a penalty from $5,000 a day for each day of violation, to provide for a 
civil penalty of n o  m o re  tha n  $100,000 fo r  an in i t ia l  v io la t io n , and, no  m o re  
th a n  $10,000 a d a y  fo r  each  d a y  th e re a fte r  on  w h ic h  th e  v io la tio n  c o n tin u e s .  
It also increases the civil penalty for natural gas that is flared, vented or 
otherwise determined to be waste from the fair market value to two times the fair 
market value. It also adds a new subsection setting out factors to be used in 
determining the amount of a penalty.

9. Makes a few housekeeping changes like substituting the Commission for an 
outdated reference to the Department of Natural Resources (the Department of 
Natural Resources has independent authority in Title 38), updating the 
classification of wells, and substituting fo r  w h ic h  a p e rm it  to  d r i l l  has been  
is s u e d  b y  the  c o m m is s io n where it is more efficient than listing each type of 
well subject to the Commission's authority.



L E G I S L A T I V E  B U D G E T  &  A U D I T  C O M M I T T E E

R e p r e s e n t a t i v e  R a l p h  S a m u e l s ,  C h a i r m a n

S E C T IO N A L  A N A L Y S IS  

CS for Senate Bill 109

Section 1. Statement of intent
(a) Confirms that AS 22.10.020(d), or court rules, have superseded 

inconsistent aDpeal provisions of AS 31.05.080; and
(b) Confirms that civil penalties may be administratively assessed by the 

Commission.

Section 2. Substitutes the language "for which a permit to drill has been issued 
by the commission" to capture all wells under the commission's regulatory 
authority rather than listing each type of well in (d)(2) and substitutes the word 
commission for an outdated reference to the Department 
of Natural Resources in (d)(7).

Section 3. Clarifies that the commission may regulate drilling and other oil and 
gas operations not only for conservation purposes but, as in the case of 
preventing blowouts or explosions, for public health and safety purposes under 
(e)(1).
(e)(1)(B) substitutes more precise terminology for the term "shooting."
(e)(1)(G) clarifies the commission's authority to regulate underground natural gas 
storage.

Section 4. Updates the various classifications of wells regulated by the 
Commission, to allow the Commission to more precisely classify each well and to 
reflect the increasing complexity of oil and gas drilling operations.

Section 5. Slightly narrows a requirement enacted in 2004 relating to coal bed 
methane operations. The 2004 enactment requires a water well testing program 
whenever a well is drilled for production o r  p ro d u c t io n  te s t in g of coal bed 
methane. Production testing is a short-term operation that may occur during the 
exploration phase and presents minimal risk to the environment. Requiring a 
water well testing program in such circumstances may discourage exploration 
with no significant offsetting benefi* to the public. The bill therefore would modify 
the requirement to apply only where a well will be used for regular production of 
coal bed methane.
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Section 6 . Substitutes the language "for which a permit to drill has been issued 
by the commission" to capture all wells under the commission's regulatory 
authority rather than listing each type of well.

Section 7. Narrows the data that would be subject to a 24-month period of 
confidentiality to only the data from "exploratory" and "stratigraphic test" wells; 
and, to those portions of applications for permits to drill such wells that the 
commission determines contain proprietary information. This change is 
consistent with the regulatory practice in most other oil and gas producing states 
that does not afford confidentiality to well data in established oil and gas fields.

Section 8 . Adds a new subsection (f) to clarify that information "voluntarily" 
provided under subsection (d) of this section does not apply to information 
submitted in connection with a petition for a Commission order or in connection 
with a hearing. This is consistent with Commission practice which requires the 
applicant to make a showing that the information is entitled to confidentiality 
under another provision of law as one would, for example, for proprietary 
information or trade secrets.

Section 9. The current statute uses the term "rehearing" and in accordance with 
more modern usage, the bill substitutes the term "reconsideration" for 
"rehearing."

Section 10. Clarifies that a person who has applied for reconsideration and who 
is dissatisfied with the disposition of the application for reconsideration may 
appeal to the Superior Court. The questions reviewed on appeal are limited to 
the questions presented to the Commission by the application for 
reconsideration. This section and section 15 update the appeal provisions of the 
existing statute by eliminating outmoded procedures that were enacted before 
statehood and clarifying that appeals from the Commission decisions are subject 
to the uniform procedures established in the judiciary statute, AS 22.10.020(d), 
and the Rules J  Appellate Procedure.

Section 11. Allows the Commission to allocate costs of time incurred by 
Commission staff for investigation or hearings.
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Section 12. Deletes the requirement that an applicant pay a $100 fee for a 
permit to drill a well in this state. T h e  Commission has been fully funded by the 

regulated industry through a regulatory cost charge. The costs associated with 

permitting are more efficiently collected as part of the overall regulatory cost 

charge rather than by subtracting an estimate of the fees that might be generated 

in the coming year.

This section also clarifies the types of wells that require a permit from the 

Commission and requires the Commission to consider the nature and magnitude 

of violations by an applicant if a permit is denied.

Section 13. Deletes the reference to the $100 fee for the permit to drill from the 
regulatory cost charge formula.

Section 14. Updates the penalty section by increasing the penalty amounts 
available to the Commission. This section would change the penalty from $5,000 

a day for each day of violation to no  m ore than a $100,000 for the  initial 
violation, and, no  m ore than $10,000 a d a y  for each  day thereafter on w hich  
th e  violation co n tin u es.

M a k e s  clear that civil penalties m a y  be administratively assessed by the 

Commission and if not paid are recoverable by a lawsuit filed by the attorney 

general on behalf of the Commission.

Increases the civil penalties for natural gas that is flared, vented, or otherwise 

determined to be waste from the fair market value to two times the fair market 

value.

A d d s  a n e w  subsection setting out the factors to be used in determining the 

amount of a penalty.

Section 15. A S  31.05.080(c), and A S  31.05.080(d) are repealed to eliminate 
outmoded procedures that were enacted before statehood.

Section 16. Adds a revisors' instruction to change the heading of A S  31.05.080 
from "Rehearings and appeals" to "Reconsiderations and appeals."

Section 17. Provides for an immediate effective date under A S  01.01.070(c).
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Expenditures/Revenues (Thousands of Dollars)
Note: Amounts do not include inflation unless otherwise noted below.
OPERATING EXPENDITURES FY 2008 FY 2009 FY 2010 FY 2011 FY 2012 FY 2013
Personal Services 0.0 0.0 0.0 0.0 0.0 .0
Travel 0.0 0.0 0.0 0.0 0.0 0.0
Contractual 0.0 0.0 0.0 0.0 0.0 0.0
Supplies 0.0 0.0 0.0 0.0 0.0 0.0
Equipment 0.0 0.0 0.0 0.0 0.0 0.0
Land & Structures 0.0 0.0 0.0 0.0 0.0 0.0
Grants & Claims 0.0 0.0 0.0 0.0 0.0 0.0
Miscellaneous 0.0 0.0 0.0 0.0 0.0 0.0

TOTAL OPERATING 0.0 0.0 0.0 0.0 0.0 0.0

CAPITAL EXPENDITURES 0.0 0.0 0.0 0.0 0.0 0.0 |

CHANGE IN REVENUES ( ) 0.0 o.c 0 , 0 , 0.0 0.0 I

FUND SOURCE (Thousands of Dollars)
1002 Federal Receipts 0.0 0.0 0.0 0 0.0 0.0
1003 GF Match 0.0 0.0 0.0 0.0 0.0 0.0
1004 GF 0.0 0.0 0.0 0.0 0.0 0.0
1005 GF/Program Receipts 0.0 0.0 0.0 0.0 0.0 0.0
1037 GF/Mental Health 0.0 0.0 0.0 0.0 0.0 0.0
1162 AOGCC Receipts 0.0 •»0 0.0 0.0 0.0 0.0

TOTAL 0.0 u.O 0.0 0.0 0.0 0.0

0.0Estimate of any current year (FY2007) cost:
Mark this box (X) if funding for this bill is included in the Governor's FY 2008 budget proposal:

POSITIONS
Full-time
Part-time
Temporary

ANALYSIS: (Attach a separate page if necessary)
This bill is not anticipated to have any fiscal impact on the AOGCC.

Most of the amendments are technical revisions involving responsibilities that are already under the purview 
of the Alaska Oil and Gas Conservation Commission. The bill deletes the requirement that an applicant pay a 
$100 fee for a permit to drill a well. Since the Commission is fully funded through a regulatory cost charge it 
is more efficient to collect those costs as part of the overall regulatory cost charge rather than by subtracting 
an estimate of the fees that might be generated in the coming year and then collecting by individual 
application. This will also streamline the process for permitting as the Commission moves towards 
impler anting e-permitting.

Prepared by: Jody J. Colombie. Special Assistant I__________________________ Phone 793-1221
Division Alaska Oil and Gas Conservation Commission Date/Time 3/7/07 10:00 AM

Approved by: Rachael Petro, Deputy Commissioner_________________________  Date 3/7/07 2:00pm
Agency Department of Administration_________________________________
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L E G IS L A T IV E  B U D G E T  &  A U D IT  C O M M IT T E E
R e p r e s e n t a t i v e  R a l p h  S a m u e l s ,  C h a i r m a n

S P O N S O R  S T A T E M E N T

C S fo r  SEN A TE BILL 1 0 9

“An Act relating to the regulation and permitting o f drilling and other 
operations by the Alaska Oil and Gas Conservation Commission, to civil 
penalties assessed by the commission, to reconsideration and appeal of 

decisions and the allocation of costs in investigations and hearings before 
the commission, and to information filed with and fees o f the commission;

and providing for an effective date.”

T h e  Alaska Oil and G a s  Conservation C o m m i s s i o n  ( A O G C C )  requested 

legislation t.iat would m a k e  several n e e d e d  updates and improvements to 

Title 31, its governing statute.

C S  for Senate Bill 109 would accomplish the following:

1. Clarify the Commission's authority to regulate underground storage of natural 

gas. G a s  storage is a w a y  of dealing with seasonal variations in demand. 

Although the Commission clearly has statutory authority to regulate other types 

of underground injection related to oil &  gas operations, the statute is unclear as 

to the Commission's authority with respect to gas storage.

2. Clarify that the Commission's existing authority to regulate various types of oil 

and gas operations, such as drlling and plugging wells and disposing of oil field 

wastes, m a y  be for public health and safety purposes as well as conservation 

purposes. Currently, the statute uses the phrase "for conservation purposes." 

While this is a broad concept, there are aspects of the Commission’s mission, 

such as preventing well blowouts or explosions that clearly impact public health 

and safety. There should be no question that the latter are appropriate goals of 

Commission oversight of oil field operations, and the bill would m a k e  this explicit.
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3 . Make a "m id-course correction" in a regulatory program  concerning 
nonconventiona l gas, in particular, coa l bed methane. O ne o f the new 
requirem ents is fo r the op e ra to r o f a well used fo r production o r  p r o d u c t i o n  
t e s t i n g  o f  coa l bed m ethane "to design and implement a w ater well testing 
program  to provide base line data on w ater quality and quantity." However, 
production testing is a short-term  activity that would not have a significant impact 
on aquifers. M oreover, production testing often occu rs during exp lo rato ry 
activities and is very low risk to the environment, be fo re an ope ra to r has any idea 
whether a p rospect m ay ultimately be deve loped and put in production. Requiring 
an ope ra to r to design and implement a w ater well testing program  at this early  
stage is an unnecessa ry  burden that will d iscourage exp loration without providing 
an offsetting public benefit. The bill would there fore modify this requirement to 
app ly on ly  to regu la r production o f coa l bed methane, not production testing.

4. Update the reconsideration  and appea ls  provision. There  is a conflict between 
the judicial appea l provisions o f the A laska Oil and G as  Conservation  Act, which 
date essen tia lly  unchanged from  a territorial enactment in 1955 , and the m ore 
m odem  and stream lined uniform appea l provisions o f the jud iciary statute. The 
Com m ission has taken the position that the judiciary statute superseded  the 
ea rlie r territorial enactment, and the Sup rem e Court recently upheld that position 
in A llen v. A laska Oil and G as  Conservation Comm ission , 1 3 9  P3d  5 6 4  (A laska 
2 0 0 6 ). This bill would elim inate the outmoded territorial p rovisions and leave 
appea ls  from  Com m ission decisions to be governed by the uniform p rocedu res o f 
the judiciary statute and R u le s  o f Appellate Procedure .

5. D e le tes the requirement that an applicant pay a $ 1 0 0  fe e  fo r a permit to drill a 
well in this state. Fo r som e yea rs  the Comm ission has been fully funded by the 
regulated industry through a regulatory cost charge. The costs assoc ia ted  with 
permitting a re  m ore efficiently collected as  part o f the ove ra ll regulatory cost 
charge rather than by subtracting an e s t i m a t e  o f  the fe e s  that might be 
generated in the coming year.

6. N arrow s the data that would be subject to a 24-month period o f confidentiality 
to on ly  the data from  "exploratory" and "stratigraphic test" w ells ; and, to those 
portions o f applications fo r perm its to drill such wells that the comm ission 
determ ines contain proprietary information. This change is consistent with the 
regu latory practice in most o ther oil and g as producing sta tes that d oes not a ffo rd  
confidentiality to well data in estab lished oil and gas fields.
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7. Adds a new  subsection (f) to c larify that information "voluntarily" provided 
under subsection (d ) o f  this section d oes  not app ly to information submitted in 
connection with a petition fo r  a Com m ission  o rd e r o r  in connection with a 
hearing. This is consistent with Com m ission  practice which requires the applicant 
to m ake a showing that the information is entitled to confidentiality under another 
provision o f law a s  one  would , fo r  exam ple , fo r p roprieta ry information o r trade 
secrets.

8. Updates the penalty section by increasing the penalty am ounts availab le to the 
Com m ission and adds a specific list o f criteria fo r the Com m ission  to consider in 
determ ining the am ount o f a penalty. The bill would change the maximum 
amount o f a penalty from  $ 5 ,0 0 0  a day fo r each  d ay  o f violation, to provide fo r a 
civil penalty o f n o  m o r e  t h a n  $ 1 0 0 , 0 0 0  f o r  a n  i n i t i a l  v i o l a t i o n ,  a n d ,  n o  m o r e  
t h a n  $ 1 0 , 0 0 0  a  d a y  f o r  e a c h  d a y  t h e r e a f t e r  o n  w h i c h  t h e  v i o l a t i o n  c o n t i n u e s .  
It a lso  in c reases the civil penalty fo r natural gas that is fla red , vented o r 
otherw ise determ ined to be w aste from  the fa ir m arket va lue to two times the fair 
m arket va lue. It a lso  adds a new subsection setting out fac to rs to be used in 
determ ining the amount o f a penalty.

9. M akes a few  housekeep ing changes like substituting the Comm ission fo r an 
outdated re fe rence to the Departm ent o f Natural R e sou rc e s  (the Departm ent o f 
Natural R e sou rc e s  has independent authority in Title 3 8 ) , updating the 
classification o f wells, and substituting f o r  w h i c h  a  p e r m i t  t o  d r i l l  h a s  b e e n  
i s s u e d  b y  t h e  c o m m i s s i o n  w here it is m ore efficient than listing each type o f 
well sub jec i to the Com m ission's authority.



L E G I S L A T I V E  B U D G E T  &  A U D I T  C O M M I T T E E

R e p r e s e n t a t i v e  R a l p h  S a m u e l s ,  C h a i r m a n

S E C T I O N A L  A N A L Y S I S

C S  f o r  S e n a t e  S i l l  1 0 9

Section 1. S tatem ent o f intent
(a ) Confirm s tha* AS 2 2 .1 0 .0 2 0 (d ) , o r court ru les, have superseded  

inconsistent appea l provisions o f AS 3 1 .0 5 .0 8 0 ; and
(b ) Confirm s that civil penalties m ay be adm inistratively a s se ssed  by the 

Com m ission .

Section 2. Substitutes the language "for which a perm it to drill has been issued 
by the comm ission" to capture all w ells under the comm ission's regu latory 
authority rather than listing each  type o f well in (d )(2 ) and substitutes the word 
com m ission fo r an outdated re fe rence to the Departm ent 
o f Nat-iral R esou rce s in (d )(7 ).

Section 3. C larifies that the com m issk may regulate drilling and other oil and 
gas operations not on ly fo r conservation purposes but, as in the case  o f 
p-^venting blowouts o r exp losions, fo r public health and sa fe ty pu rposes under 
(e)(1).
(e )(1 )(B ) substitutes m ore precise term inology fo r the term "shooting."
(e )(1 )(G ) c larifies the comm ission's authority to regulate underground natural gas 
storage.

Section 4. Updates the various classifications o f w ells regulated by the 
Com m ission , to allow  the Com m ission to more precise ly c lassify each well and to 
re flect the increasing complexity o f oil and gas drilling operations.

Section 5. Slightly narrow s a requirement enacted in 2004 relating to coa l bed 
m ethane operations. The 2004 enactment requires a water well testing program  
w henever a well is drilled fo r production o r  p r o d u c t i o n  t e s t i n g  o f coa l bed 
methane. Production testing is a she t-term operation that m ay occu r during the 
exp loration phase and p resen ts minimal risk to the environment. Requiring a 
w ater well testing program  in such circum stances m ay d iscou rage exploration 
with no significant offsetting benefit to the public. The bill there fore would modify 
the requirement to apply on ly  where a well will be used fo r regu la r production o f 
coa l bed methane.
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Section 6. Substitutes the language "for which a perm it to drill has been issued 
by the comm ission" to cap tu re all w ells under the comm ission's regulatory 
authority ra ther than listing each  type o f well.

Section 7. Nc m s  the data that would be sub ject to a 24-m onth period o f 
confidentiality to on ly the data from  "exploratory" and "stratigraphic test" wells; 
and to those  portions o f applications fo r peim its to drill such wells that the 
comm ission determ ines contain proprietary information. This change is 
consistent with the regu la to ry practice in most o ther oil and gas producing states 
that does not a ffo rd  confidentiality to well data in estab lished oil and gas fields.

Section 8. Adds a new subsection (f) to clarify that information "voluntarily" 
provided under subsection (d l o f this section d oes not apply to information 
submitted in connection with a petition fo r a Com m ission o rd e r o r in connection 
with a hearing. This is consistent with Com m ission practice which requires the 
aop licant to m ake a showing that the information is entitled to confidentiality 
under another provision o f law as one would, fo r exam ple , fo r proprietary 
information o r trade secrets .

Section 9. The current statute uses the term  "rehearing" and in accordance with 
m ore m odern usage , the bill substitutes the term "reconsideration" fo r 
"rehearing."

Section 10 . C larifies that a person who has applied fo r reconsideration and who 
is dissatisfied with the disposition o f the application fo r reconsideration may 
appea l to the Superio r Court. The questions reviewed on appea l a re  limited to 
the questions p resented to the Comm ission by the application fo r 
reconsideration . This section and section 15 update the appea l p rovisions o f the 
existing statute by eliminating outmoded p rocedu res that were enacted before 
statehood and clarifying that appea ls  from  the Com m ission decisions are subject 
to the uniform p rocedu res estab lished in the judiciary statute, AS 2 2 .1 0 .0 2 0 (d ), 
and the R u le s  o f Appellate P rocedure .

Section 11 . A llows the Com m ission to a llocate costs o f time incurred by 
Comm ission sta ff fo r investigation o r hearings.
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Section 12. Deletes the requirement that an applicant pay a $100 fee for a 
permit to drill a well in this state. The Commission has been fully funded by the 
regulated industry through a regulatory cost charge. The costs associated with 
permitting are more efficiently collected as part of the overall regulatory cost 
charge rather than by subtracting an estimate of the fees that might be generated 
in the coming year.

This section also clarifies the types of wells that require a permit from the 
Commission and requires the Commission to consider the nature and magnitude 
of violations by an applicant if a permit is denied.

Section 13. Deletes the reference to the $100 fee for the permit to drill from the 
regulatory cost charge formula.

Section 14. Updates the penalty section by increasing the penalty amounts 
available to the Commission. This section would change the penalty from $5,000 
a day for each day of violation to n o  m o re  th a n  a  $100,000 fo r  th e  in itia l 
v io la tio n , a n d , n o  m o re  th a n  $10,000 a  d a y  fo r  e a c h  d a y  th e r e a fte r  o n  w h ic h  
th e  v io la tio n  c o n tin u e s .

Makes clear that civil penalties may be administratively assessed by the 
Commission and if not paid are recoverable by a lawsuit filed by the attorney 
general on behalf of the Commission.

Increases the civil penalties for natural gas that is flared, vented, or otherwise 
determined to be waste from the fair market value to two times the fair market 
value.

Adds a new subsection setting out the factors to be used in determining the 
amount of a penalty.

Section 15. AS 31.05.080(c), and AS 31.05.080(d) are repealed to eliminate 
outmoded procedures that were enacted before statehood.

Section 16. Adds a revisors' instruction to change the heading of AS 31.05.080 
from "Rehearings and appeals" to "Reconsiderations and appeals."

Section 17. Provides for an immediate effective date under AS 01.01.070(c).
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From: Cheryl Sutton

Sent: Thursday, April 26, 2007 5 :22 PM

To: Debra H iggins: H 'ath Hilyard

Subject: SB  109

Debra and Heath,

I wanted to let you know that Com m issioner John  Norman of the Alaska Oil & G a s Conservation Com m ission will 
be coming to Juneau to testify before the committee on SB  109 on Monday. In addition, Kara Moriarty from 
AOGA will testify via teleconference from Anchorage and som eone from ConocoPhillip s will be testifying either on 
line or here. ConocoPhillip s is  no longer a member of AOGA and that is  why they will testify separately. All the 
testimony is  in support of the bill.

I will begin the testimony and then defer to Chairman Norman. LB&A introduced the bill through R u les by request 
of the A O G C C. Thanks.

D e b ra  H ig g in s

Cheryl Sutton, Stall 
Legislative Budget & Audit Committee 
Rcprcscntalivc Ralph Samuels. C hairman 
5)07- 10.5-270/5 (phone)
5)07- Ki/WHXM (lax)

Cheryl

4 /27 /2007


