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Marathon O il Company 
P.O. Box 102380 
Anchorage, Alaska 99510

Attentions Mr. F r it z  G. Nagel
Manager, Anchorage District

References Recfjest fo r Extension o f C on fid en tia lity  
Sag Delta Well No. 8, Beaufort Sea, Alaska

Mr. Nagels

On A p r il 25, 1983, Marathon requested that the department extend the 
co n fid e n tia lity  period fo r the subject w ell. . These data are currently 
scheduled to be released to the pub lic on May 15, .1983 when the 24 month 
co n fid e n tia lity  period prescribed by 20 AAC 25.537(d) expires. Upon review o f 
the surrounding land status, I am denying Marathon's request. Alaska Statute 
31.05.035 provides that on approval by the Commissioner, w ell reports and 
other data which contain s ig n ific a n t Information re la tin g  to the evaluation o f 
unleased lands in  the same v ic in ity  sh a ll be kept con fiden tia l fo r a 
reasonable time after the d isposition  o f a l l  affected unleased land. Using 
these c r ite r ia , i t  is  not possib le to approve your request. The subject well 
is  12 m iles from the nearest unleased lands, and data from nearby w ells are 
already pub lic. There are no ind ica tions that the data from the Sag Delta No. 
8 w ell would m ateria lly  a f fect the evaluation o f unleased lands in  the 
v ic in ity  o f the w ell.

By copy o f th is  le t te r ,  I am n o tify in g  the Alaska O il and Gas Conservation 
Commission o f my decision tc  deny your request.

---------- r —  —  •

cc: Esther C. Wumicke, Commissioner 
Department o f Natural Resources 
C.V. Chatterton, Chairman 
Alaska O il and Gas Conservation Commission

Sincerely,

KB/SM/skt/1285s



STRATIGRAPHIC TEST WELLS 
Drilled on Federal OCS Lands 

(Continental Offshore Stratigraphic Test Wells)

Area

Norton Basin

Norton Sound COST 1 
Norton Sound COST 2

Navarin Basin

Navr.rin Basin COST

St. George Bat.'n

St. George Basin COST 1 
St. George Basin COST 2

North Aleutian Basin

North Aleutian Basin COST 1

Completion
Date

1980
1982

1983

1976
1982

1962

Lower Cook Inlet 

Gulf of Alaska

1977

1975

Stratigraphic Test Well 
Drilled on State Lands

Area

Beaufort Sea

Reindeer Island Stratigraphic 

TPtt No. 1

Completion
Date

1979

Sale
Date

1984

1984

1983

Sched. 
for 1989

1977

1976

Sale
Date

1579

0387c



ta lned from, bu t no t lim ited to, sh a l­
low and  deep subbottom  profiles, ba­
thym etry . sldescan sonar, gravity and 
m agnetic surveys, and special studies 
such as refraction  and velocity su r­
veys.
(45 FR  6344. Jan . 25. 1980, as amended a t  48 
FR 46028. Oct. 11. 19831

9 251.13 R eim b u rsem en t to  perm ittees. .

(a) A fter th e  delivery to th e  D irector 
of geological data, analyzed geological 
Inform ation. In terpreted  geological In­
form ation. geophysical data, processed 
geophysical Inform ation, reprocessed 
geophysical Inform ation, and In ter­
preted geophysical Inform ation select­
ed by th e  D irector In accordance with 
§5 251.11 or 251.12, and upon receipt of 
a request for reim bursem ent and a de­
term ination  by the  D irector th a t the 
requested reim bursem ent Is proper, 
ihe perm ittee or th ird  party  shall be 
reim bursed for the  reasonable costs of 
reproducing the  selected Inform ation 
and d a ta  a t th e  perm ittee 's o r th ird  
party 's  lowest ra te  or a t the  lowest 
commercial ra te  established In the  
area, w hichever Is less.

(b) A fter the  delivery to th e  D irector 
of processed or reprocessed geophysi­
cal Inform ation selected and retained 
by th e  D irector In accordance with 
5 251.12(b), and upon receipt of a re­
quest for reim bursem ent and a d e ter­
m ination  by the  D irector th a t the  re­
quested reim bursem ent Is proper, the 
perm ittee or th ird  party  shall be reim ­
bursed for th e  reasonable costs a t tr ib ­
u table to processing and reprocessing 
such Inform ation (as distinguished 
from th e  cost of d a ta  acquisition) as 
follows: (1) If th e  processing or reproc­
essing was In the form  and m anner 
which Is used by the  perm ittee In the  
norm al conduct of the  business, the  
D irector shall pay th e  reasonable costs 
a t th e  lowest ra te  a t which th e  proc­
essed or reprocessed Inform ation Is 
made available to any party: or (2) If 
the processing or reprocessing was in 
the form  and m anner of processlnn 
o ther than  th a t  used In the  norm al 
conduct of th e  perm ittee’s business a t 
the D irector’s request, the  D irector 
shall pay the reasonable costs of proc­
essing and reprocessing such Inform a­
tion.

§ 2 5 1 .1 3
(c) R equests for reim bursem ent 

shall Identify processing and reproc­
essing costs separate  from  acquisition 
costs.

(d) T he perm ittee or th ird  p a rty  
shall not be relrt.'iursed for the costs 
of analyzing geological Inform ation or 
In terpreting  geological o r geophysical 
inform ation.
(47 FR  25331. June  11. 1982)

9 251.14 D isc lo su re  o f  In fo rm a tio n  and  
d a ta  su b m itted  u n d e r  perm its .

9 251.14-1 D isc lo su re  o f  In fo rm a tio n  an d  
d a ta  to  th e  public.

(a) The D irector shall make Infor­
m ation and d a ta  available In accord­
ance with th e  requirem ents and sub­
ject to  the lim itations of th e  Freedom 
of Inform ation Act (5 U.S.C. 552) and 
the Implementing regulations (43 CFR 
P art 2). th e  requirem ents of the Act. 
and the  regulations contained In 30 
C FR P art 250 (Oil and G as and Sul­
p h u r O perations In th e  O u ter C onti­
nen ta l Shelf), th is P art, and 30 CFR 
P a r t 252 (O u ter C ontinental S helf Oil 
and G as Inform ation  Program ).

(b) Except as specified In th is section 
o r in P arts 250 and 252 of th is  chapter, 
no Inform ation or d a ta  determ ined by 
th e  D irector to  be exem pt from  public 
disclosure under paragraph  (a) of th is 
section shall be provided to any affect­
ed S ta te  or be made available to the  
executive of any affected local govern­
m ent or to th e  public unless the per­
m ittee and all persons to whom such 
perm ittee has sold th e  Inform ation or 
data  under promise of confidentiality  
agree to  such an  action.

(c) T he D irector shall disclose geo­
logical data, analyzed geological Infor­
m ation, and In terpreted  geological In­
form ation subm itted  under a perm it as 
follows:

(1) T he D irector shall Immediately 
Issue a public announcem ent when 
any significant hydrocarbon occur­
rences are detected or environm ental 
hazards are encountered on unleased 
lands during drilling operations. In the  
case of significant hydrocarbon occur­
rences. the  D irector will announce 
such occurrences In a form and 
m anner th a t  will fu rth e r  th e  national 
In terest w ithout unduly dam aglnguhe

Title 30— M inera l R e iou rce i
com petitive position of the 
Ing th e  drilling. O ther 
and data perta in ing  to the 
be released according to t 
provided In paragraphs (c) 
th is  section.

(2) T he D irector shall 
able to the public all geol 
analyzed geological Inforr 
In terpreted  geological I 
except geological data, ar 
logical Inform ation, and 
geological Inform ation ob' 
the  drilling of a deep s 
test. 10 years aftei the d 
ance of the perm it under a 
form ation and  d a ta  w. i  ob'

(3) The D lrectoi snail 
able to  the  public all geo 
and Inform ation obtained 
Ing a  deep stratig raph ic t' 
a f te r  the com pletion date 
or 80 calendar day3 a f t e r « 
of th e  first OCS oil an 
w ithin 50 geographic mile 
m eters) of th e  site of thi 
test, whichever Is sooner. 1 
shall make available to th 
geologlcal Inform ation an 
m ltted  In support of an ao; 
a perm it to  drill a deep s 
test well a t the  earlier of t 
times: (I) 10 years a fte r cc 
the  test: or (11) 60 caJenda 
the  Issuance of th e  first ( 
gas lease w ithin 50 geogr 
(92.8 kilom eters) of the 
com pleted test.

(d) The D irector shall ( 
physical data, processed 
Inform ation, reprocessed 
Information, and in terp re t' 
cal Inform ation subm ltte 
perm it, and retained by t. 
as follows:

(1) The D irector shall 
able to  the public geophys 
years afte r th e  date of tssu 
perm it under which the 
talned.

(2) The D irector 3hall 
able to the public processe 
cal Inform ation, reprocesse 
cai Inform ation, and Inter 
physical Inform ation 10 
the date It Is subm itted ti 
tor.

(3) The D irector shall 
able to the public process'
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or will announce 
In a form and 
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competitive position of those conduct­
ing the  drilling. O th er Inform ation 
and d a ta  pertaining to  the  perm it will 
be released-accordlng to  the  schedule 
provided In paragraphs (c)(2) or (3) of 
this section.

(2) T he D irector shall make avail­
able to  the  public all geological data, 
analyzed geological Inform ation, and 
Interpreted -eologlcal Information, 
except geological data, analyzed geo­
logical inform ation, and Interpreted 
geological Inform ation obtained from 
the drilling of a deep stratig raphic 
test. 10 years afte r the  date of Issu­
ance of th e  perm it under which th e  In­
form ation and d a ta  was obtained.

(3) T he D irector shall make avail­
able to the public all geological data 
and Inform ation obtained from drill­
ing a deep stratig raph ic test 10 years 
afte r th e  com pletion date of th e  test 
or 60 calendar days a fte r  th e  Issuance 
of th e  first OCS oil and gas lease 
w ithin 50 geographic miles (92.6 kilo­
m eters) of th e  site of th e  completed 
test, whichever Is sooner. T he D irector 
shall m ake available to  the  public all 
geological inform ation and d a ta  sub­
m itted in support of an application for 
a perm it to drill a deep stratig raph ic 
test well a t th e  earlier of the  following 
times: (I) 10 years afte r com pletion of 
the  test: or (II) 60 calendar days afte r 
the Issuance of th e  firs t OCS oil and 
gas lease w ithin 50 geographic miles 
(92.6 kilom eters) of th e  site of the  
com pleted test.

(d) T he D irector shall disclose geo­
physical data, processed geophysical 
Inform ation, reprocessed geophysical 
Inform ation, and Interpreted geophysi­
cal Inform ation subm itted  under a 
perm it, and retained by th e  Director, 
as follows:

(1) T he D irector shall make avail­
able to the public geophysical d a ta  10 
years afte r th e  date of Issuance of the 
perm it under which th e  data  Is ob­
tained.

(2) T he D irector shall make avail­
able to the public processed geophysi­
cal Information, reprocessed geophysi­
cal inform ation, and Interpreted  geo­
physical Inform ation 10 years afte r 
the  date  It Is subm itted to the  D irec­
tor.

(3) T h e  D irector shall make avail­
able to th e  public processed ge.ophysi-

cal Inform ation, reprocessed geophysi­
cal Inform ation, and In terpreted  geo­
physical Inform ation subm itted  In sup­
port of an application  for a perm it to 
drill a  deep s tra tig raph ic  test, or 
which th e  perm ittee Is required to 
obtain  In order to conduct th e  drilling 
of a deep stra tig raph ic  test, a t th e  ea r­
liest of the  following times: (I) 10 years 
a fte r com pletion of th e  test; o r (il) 60 
calendar days a fte r  th e  Issuance of the 
first OCS oil and gas lease w ithin 59 
geographic miles (92 6 kilom eters) of 
th e  site  of th e  com pleted test.

9 251.14-2 Disclosure to Independent con­
tractors.

T he D irector reserves the  rig h t to 
disclose any Inform ation or d - ta  ac­
quired from  a perm ittee to an  Inde­
pendent contractor o r agent for the 
purpose of reproducing, processing, re ­
processing, or In terpreting  such Infor­
m ation or data. W hen practicable, th e  
D irector sha ll no tify  the  perm ittee 
who provided th e  Inform ation or data 
of In ten t to disclose th e  Inform ation 
or d a ta  to  an  Independent contractor 
or agent. T h e  D irector’s notice of 
In ten t will afford  th e  perm ittee a  
period of not less th a n  5 working days 
w ithin w hich to  com m ent on th e  in­
tended action. W hen th e  D irector so 
notifies a perm ittee of the  In ten t to 
disclose Inform ation o r data  to  an In­
dependent con tracto r or agent, all 
o th e r owners of such Inform ation or 
d a ta  sha ll be deemed to  have been no­
tified of th e  D irector's Intent. P rio r to 
any such  disclosure, th e  con tracto r or 
agent sha ll be required to execute a 
w ritten  com m itm ent n o t to tran sfe r or 
to  otherw ise disclose any Inform ation 
o r d a ta  to  anyone w ithou t th e  express 
consent of the  D irector. T he contrac­
to r or agen t shall be liable for any un ­
authorized use by or disclosure of In­
form ation or d a ta  to  th ird  partied.

9 251.14-3 Sharing of Information with af­
fected Stntee.

(a) At the  tim e of soliciting nom ina­
tions for th e  leasing of lands w ithin 3 
geographic miles of th e  seaward 
boundary of any coastal S tate , th e  Di­
rector, pu rsu an t to  th e  provisions of 
§ 252.7(a)(4) and (b) of th is chap te r 
and sections 8(g) and 28(e) of th e  Act.



shall provide th e  G overnor of the 
S ta te  th e  following Inform ation th a t 
has been.acqulred  by th e  D irector on 
such lands proposed to be offered for 
leasing:

(1) All Inform ation on th e  geo­
graphical. geological, and ecological 
characteristics of th e  areas and re­
gions proposed to be offered for leas­
ing:

<21 An estim ate of the  oil and gas re ­
serves in the areas proposed for leas­
ing; and

(3) An Identification of any field, ge­
ological structu re , or trap  located 
w ithin 3 miles of the seaward bounda­
ry of th e  S tate.

(b) A fter the time of receipt o f nomi­
nations for any area of th e  OCS 
w ithin 3 geographic miles of th e  sea­
ward boundary of any coastal S ta te  
and ten tative trac t selection In accord­
ance w ith th e  provisions of 43 CFR 
P arts  3313 and 3314, th e  Director. In 
consultation  w ith th e  G overnor of the 
S tate , shall determ ine w hether any 
trac ts  being given fu rth e r consider­
ation  for leasing may contain one or 
more oil or gas reservoirs underlying 
bo th  th e  OCS and lands subject to  the 
Jurisdiction of th e  S tate .

(c) A t any tim e prior to a sale. Infor­
m ation acquired by th e  D irector th a t 
perta ins to th e  Identification of oil or 
gas pools or fields underlying bo th  the  
O uter C ontinental S helf and lands 
sub ject to th e  Jurisdiction of any 
coastal S ta te  on trac ts  selected for 
leasing w ithin 3 geographic miles of 
the  seaw ard boundary of any such 
S ta te  will be shared, upon request and 
p u rsu an t to the  provisions of 
§ 252.7(a)(4) and (b) of th is  chap ter 
and sections 8(g) and 26 of th e  Act, 
w ith th e  G overnor of such S tate.

(d) Knowledge obtained by a S tate  
official who receives Inform ation 
under paragraphs (a) and (b) of this 
section shall be subject to the require­
m ents and lim itations of th e  Freedom 
of Inform ation  Act (5 U.S.C. 552) and 
th e  Im plem enting regulations (43 CFR 
P art 2). the  Act, the  regulations con­
tained in 30 CFR P a rt 250 (Oil and 
Gas and S u lphu r O perations In the 
O uter C ontinental Shelf), the  regula­
tions In th is P a r t 251 (Geological and 
G eophysical Explorations of the 
O uter C on tinen tal Shelf), and th e  reg-

§ 2 5 1 .1 4 -4
ulatlons contained In 30 CFR P art 252 
(O u ter C ontinental S helf Oil and G as 
Inform ation  Program ).

9 251.14-4 D isc lo su re  o f In fo rm a tio n  an d  
d a ta  re la tin g  lo  specific  c o n tra c tu a l 
co m m itm en ts .

All Inform ation and data  already re ­
ceived by th e  D irector and covered by 
a specific con tractua l com m itm ent 
concerning Its release shall be handled 
In a  way consistent w ith th e  contrac­
tual com m itm ent. In  th e  event of any 
conflict between th is  provision and a 
provision of any o th e r  regulation In 
th is P a r t 251, or of any regulation In 
P a rt 250 of th is  chapter, th is  provision 
shall govern.

PART 252—OUTER CONTINENTAL 
SHELF (O CS) OIL AND GAS INFOR­
MATION PROGRAM

S e c .
252.1 Purpose.
252.2 Definitions.
252.3 Oil and gas da ta  and Inform ation to 

be provided for use In the  OCS Oil and 
Gas Inform ation Program.

252.4 Sum m ary R eport to affected States.
252.5 Inform ation  to be made available to 

affected S tates.
252.6 Freedom  of Inform ation Act require­

m ents.
252.7 Privileged and proprietary  da ta  and 

Inform ation to be made available to af­
fected S tates.

A u t h o r i t t : O uter C ontinental Shelf
Lands Act. 43 U.S.C. 1331 et set]., as am end­
ed. Pub. L. 95-372: Freedom  of Inform ation 
Act (5 U.S.C. 552).

S o u r c e :  44 F R  40408. Aug. 7. 1979, unless 
otherw ise noted.

E d i t o r i a l  N o t e : Nom enclature changes to 
th is p a r t appear a t 47 FR  28369, June  30. 
1982.

9 252.1 P u rp o se .
T he purpose of th is p a rt Is to  Imple­

m ent th e  provisions of section 26 of 
th e  Act (43 U.S.C. 1352). This part 
supplem ents th e  procedures and re­
quirem ents contained In P arts  250 and 
251 of th is ch ap te r and provides proce­
dures and requirem ents for the  sub­
mission of oil and gas data  and Infor­
m ation resulting  from exploration, de­
velopment, and production operations 
on th e  O uter C ontinental S helf (OCS) 
to th e  D irector. M inerals M anagem ent

T llf*  3 0— M tm ra l R « io u rc »
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EXTENDED CONFIDENTIALITY HELLS

Well Name Other  Well Owners /  
L e a s e  Owners

S t a tu s D i s t a n c e  From 
Unleast.1 Lands

A n t i c .  Date L ea s e  
Nearby Lands

bTN H o le  L o c a t i o n

I cy  Cape Area :

1 Chevron A ku l ik M o b i l ,  ASRC P A A Approx. 2 M i e s ASRC, unschedu led T5S R49W 14 U .M .

2 Chevron  E a g l e  Ck . M o b i l ,  ASRC P A A Approx. 2.9 M i l e s ASRC, unschedu led TbS R45W 26 U.M.

3 Un ion  Tungak Ck. Amoco, ASRC, 
S h e l l ,  Murphy

P A A Approx. 1.9 M i l e s S t a t e ,  un schedu led T6N R42W 12 U.M. 

ben .  brook s  kanpe :

4 Chevron K i l l i k ASRC P A A Approx. 2 .9 M i l e s ASRC, unschedu led T12S K10W 8 U.M.

5 Chevron  T ig lu kpu k T ex a co ,  ASRC P A A Approx. 2 .9  M i l e s ASRC, unschedu led T12S R2E 15 U.M.'

6 Texaco  Tu lugak Chevron ,  ASRC P A A Approx. 2 M i l e s ASRC, un schedu led T5S R3E 26 U .M .

7 Chevron  C o b b le s t o n e ASRC P A A Approx. 1.5 M i l e s ASRC, unschedu led T lO S  RbL 25 U.M.

Cape M a l k e t t /H a r r i s o n  bay:

8 Chevron L i v e h o r s e ASRC P A A Approx. 1 M i l e NPRA, unschedu led  
(Teshekpuk Lake Area)

T17N R1W 18 U.M. 

Near ANWR:

9 Mob i l  S t a i n e s  R. S t a t e P h i l l i p s Susp . Approx. 2 M i l e s ANWR, un schedu led T9N R24L 20 U .M .

10 P h i l l i p s  N. S t a i n e s  R . l , Ch evron ,  Mob il Susp . Approx. 2 M i l e s ANWR, unschedu led T9N R24E 2b U.M.

11 Exxon A la s k a  S t a t e  G-2 S o h i o ,  BPAE P A A Ap. 1 M l .  S a l e  50 
Ap. 2 M i .  ANWR 
Ap. 2 .5  M l .  OCS

ANWR, unschedu led T10N R24E 2b U.M.

12 Exxon A la s k a  S t a t e  J^-l P A A Ap. 2 .7 M i .  ANWR ANWR, un schedu led T6N R22E 23 U.M.



r n S H B

EXTENDED CONFIDENTIALITY WELLS

Well Name Other  Well Ow ner s /  S t a t u s
______________________________________________________________ L ease  Owners_____________________________________

13 Un ion L e f f l n g w e l l  1 ARCO P 4 A

14 S h e l l  OF 47 Amerada Hess D i s c o v e ry

15 S h e l l  BF 57 Texas E a s t e r n  Susp .

16 Standard  A la ska  N iakuk #4 susp .

17 Standard  A la sk a  N iakuk H5 Susp.

18 ARCO To tek  H i l l s  1 P 4 A

Page  2

D i s t a n c e  From 
Un le a s ed  Lands

A n t i c .  Date Lea se  
Nearby Lands

6th H o le  L o c a t i o n

Icy  Cape Area :

Ap. 0 .5 M i l e S t a t e  S a le  51, 1/87 T6N R22E 25 U .M .

B e au fo r t  Sea :

Ap. 2.5 M .  OCS CCS S a l e  57, 1 /bb T13N R13E 2 U .M.

Ap. 5.5 l i l i e s OCS S a l e  97. 1 /88 T13N R13E 24 U .M .

Ap. 2.5 M i l e s OCS S a l e  57, 1/68 T12N R15E 25 U .M .

Ap. 3 M i l e s CCS S a l e  97, 1/86 T12N R16E 30 U .M . '

Tanatia B a s in :

Ap. 0 .5 M i l e S t a t e ,  un schedu led T7S R12W 3b F .
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REPRESENTATIVE
PETER GOLL

P  O  BOX  V 
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(907) 465-4925

S  T  A T  E  O r  A  L  A S  K  A
H O U SE O F REPRESEN TAT IVES

A p r i l  27, 1987

M E M O R A N D U M

T O H o u s e  F i n a n c e  C o m m i t t e e  M e m

FROM: R e p r e s e n t a t i v e  P e t e r  Goll, C
H F C  S u b c o m m i t t e e  on  H B  41  I

S U B J : P r o p o s e d  CS H B  41 (FIN)

A t t a c h e d  is a p r o p o s e d  CS H B  41 ( F I N ) . T h e  CS is a n  a t t e m p t  
a t  a w o r k a b l e  c o m p r o m i s e  b e t w e e n  t h e  b i l l  spo n s o r ,  p r i v a t e  
l a n d o w n e r s ,  a n d  oil a n d  g a s  c o m p a n i e s .  T h e  CS d o e s  t h e  
f o l l o w i n g :

1. I t  r e t a i n s  t h e  s t a t u s  q u o  w i t h  r e g a r d  t o  t h e  
c o n f i d e n t i a l i t y  of  w e l l  d a t a  for a l l  s u c h  d a t a  f i l e d  w i t h  t h e  
c o m m i s s i o n  o n  o r  b e f o r e  J u l y  1, 1987. T h i s  m e a n s  t h a t  s u c h  
d a t a  r e m a i n s  c o n f i d e n t i a l  f o r  t w o  y e a r s  a n d  t h a t  e x t e n d e d  
c o n f i d e n t i a l i t y  c a n  b e  g r a n t e d  b y  DNR.

2. D a t a  o n  d e v e l o p m e n t  w e l l s  d r i l l e d  o n  o r  a f t e r  J u l y  1, 1987 
b e c o m e s  p u b l i c  a f t e r  30 days.

3. D a t a  o n  e x p l o r a t o r y  o r  s t r a t i g r a p h i c  t e s t  w e l l s  f i l e d  
b e t w e e n  J u l y  1, 1987 a n d  J u l y  1, 1 9 9 1  is k e p t  c o n f i d e n t i a l  for 
t w o  y e a r s  a n d  t h e n  is e l i g i b l e  f o r  e x t e n d e d  c o n f i d e n t i a l i t y .  
H o w e v e r ,  D N R  g e t s  a c c e s s  t o  t h e  i n f o r m a t i o n  in o r d e r  t o  c a r r y  
o u t  its s t a t u t o r y  r e s p o n s i b i l i t i e s .  A f t e r  J u l y  1, 1991, d a t a  
o n  e x p l o r a t o r y  a n d  s t r a t i g r a p h i c  t e s t  w e l l s  w i l l  b e  m a d e  
p u b l i c  a f t e r  t w o  y e a r s  b e c a u s e  s u c h  d a t a  w i l l  n o  l o n g e r  b e  
e l i g i b l e  f o r  e x t e n d e d  c o n f i d e n t i a l i t y .

T h e  b i l l  is a b i t  d i f f i c u l t  t o  f o l l o w  a n d  d o e s  n o t  l e n d  i t s e l f  
t o  e a s y  u n d e r s t a n d i n g  b y  w a y  o f  t h e  n o r m a l  s e c t i o n a l  a n a l y s i s  
a p p r o a c h ,  so  I w i l l  b e  h a p p y  t o  a n s w e r  a n y  q u e s t i o n s  in t h e  
c o m m i t t e e .

T h e  b i l l  h a s  n o  f i s c a l  i m p a c t  o n  t h e  o p e r a t i n g  b u d g e t  o f  DNR.
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S T A T E M E N T  O F  S T A N D A R D  A L A S K A  P R O D U C T I O N  C O M P A N Y  

C S  f o r  House B i l l  No- 41 ( F i n a n c e )

Th e  m o s t  r e c e n t  v e r s i o n  o f  HB 41 a l l o w s  t h e  De p a r t m e n t  of  Na t u r a l  

Re s o u r c e s  a c c e s s  to  d a t a  f r o m  w e l l s  h e l d  c o n f i d e n t i a l  b y  t h e  

Al a s k a  O i l  a n d  Ga s  Co n s e r v a t i o n  Co m m i s s i o n , w i t h o u t  d i s t i n g u i s h i n g  

b e t w e e n  p r i v a t e  or  St a t e  l a n d s - Wh i l e  St a n d a r d  d o e s  n o t  o b j e c t

T O  T H I S  P R O V I S I O N  W I T H  R E S P E C T  T O  W E L L S  D R I L L E D  O N  L A N D S  B E L O N G I N G

t o  t h e  St a t e , St a n d a r d  b e l i e v e s  t h e r e  i s  no l e g i t i m a t e  b a s i s  f o r

A L L O W I N G  T H E  D E P A R T M E N T  OF N A T U R A L  R E S O U R C E S  A C C E S S  T O  D A T A  F R O M  

P R I V A T E  L A N D S -

T he  St a t e  a n d  p r i v a t e  l a n d o w n e r s  a r e  c o m p e t i t o r s  i n  s e l l i n g  o i l

A N D  GAS L E A S E S -  T H E  S T A T E  S H O U L D  N O T  B E  A L L O W E D  T O  A C Q U I R E  

V A L U A B L E  C O M M E R C I A L  D A T A  F R O M  P R I V A T E  L A N D S  U N D E R  T H E  G U I S E  OF 

D I S C H A R G I N G  S T A T U T O R Y  D U T I E S  T O  D E V E L O P  L A N D S  B E L O N G I N G  T O  IT-

St a n d a r d  b e l i e v e s  t h a t  s u c h  a c t i o n  would  b e  t a k i n g  of  p r i v a t e

P R O P E R T Y  A N D  N O T  S U P P O R T A B L E  U N D E R  T H E  D U T I E S  A S S I G N E D  T O  T H E

De p a r t m e n t  of  Na t u r a l  Re s o u r c e s  by  s t a t u t e -

S t a n d a r d  a l s o  q u e s t i o n s  t h e  l a n g u a g e  i n  t h e  new d r a f t  o f  H B  41

W H I C H  A L L O W S  I N F O R M A T I O N  F R O M  E X P L O R A T O R Y  OR S T R A T E G R A P H I C  T E S T  

W E L L S  T O  B E C O M E  P U B L I C  A F T E R  1991- W E  H A V E  T E S T I F I E D  P R E V I O U S L Y  

T H A T  A L L O W I N G  T H I S  T Y P E  O F  I N F O R M A T I O N  T O  B E C O M E  A V A I L A B L E  T O  

C O M P E T I T O R S  W I L L  M O S T  A S S U R E D L Y  D A M P E N  I N T E R E S T  IN E X P L O R A T O R Y  

D R I L L I N G *  The re  w i l l  be f e w e r  E X P L O R A T O R Y  w e l l s  d r i l l e d  a f t e r  

1991 IF T H I S  P R O V I S I O N  IS E N A C T E D  INTO LAW-



E X X O N  C O M P A N Y  U. S.A. C o m m e n t s  
C S H B  41 - W e l l  D a t a  C o n f i d e n t i a l i t y  

H o u s e  F i n a n c e  C o m m i t t e e  
M a r c h  19. 19d7

K x x o n  a p p r e c i a t e s  th e o p p o r t u n i t y  to p r e s e n t  c o m m e n t s  in o p p o s i ­
ti o n to t he  r e l e a s e  of c o m p e t e t  i v e  w e l l  a a t a  u n d e r  C S H B - 4 1 .  W e  
b e l i e v e  t h a t  p a s s a g e  of this bill w o u l d  s l o w  oil a nd  gas l e a s i n g  a nd  

e x p l o r a t i o n  a c t i v i t y  in A l a s k a  by s i g n i f i c a n t l y  r e d u c i n g  th e v a l u e  
o f a n y  well d a t a  o b t a i n e d .  E x p l o r a t i o n  b u d g e t s  a r e  a l r e a d y  s h a r p l y  
r e d u c e d  t h r o u g h o u t  t h e  i n d u s t r y  as c o m p a n i e s  w o r k  to c o p e  w i t h  
ociay's c r u d e  m a r k e t .  C S H B - 4  1 w o u l d  m a k e  it e v e n  m o r e  d i f f i c u l t  
tor  oil a n d  ga s  o p e r a t o r s  to j u s t i f y  t a k i n g  on the h i g h  c o s t  a n d  h i g h  
ri s k o f  e x p l o r a t i o n  in Alaska, in th e f u t ur e.

In c o m p a r i s o n  i_u o p p o r t u n i t i e s  e l s e w h e r e .  A l a s k a  is c h a r a c t e r i z e d  
by h a r s h  c l i m a t e ,  r e m o t e n e s s  and  u n e x p l o r e d  g e o l o g i c  p r o s p e c t s .
S u c h  h i g h  c o s t / h i g h  r i s k  e n v i r o n m e n t s  ar e  s i g n i f i c a n t l y  m o r e  
a t t r a c t i v e  t o  e x p l o r e  w i t h  e x t e n d e d  w e l l  c o n f i d e n t i a l i t y .  F o r  
e x a m p l e ,  a n  o p e r a t o r  m a y  h a v e  a g e o l o g i c  c o n c e p t  for  an area, but 
that c o n c e p t ,  until t e s t e d  by d r i l l i n g ,  d o e s  n o t  e c o n o m i c a l l y  
j u s t i f y  a c q u i r i n g  a l a r g e  a c r e a g e  p o s i t i o n .  M o s t  of ten, s e v e r a l  
c o n c e p t s  m u s t  be s t u d i e d  an d t e s t e d  o v e r  a long p e r i o d  o f  t i m e  if 
a n y  a r e  to p r o v e  s u c c e s s f u l .  Jf o p e r a t o r s  k n o w  t h e y  w i l l  h a v e  to 
g i v e  u p  all w e l l  d a t a  a f t e r  o n l y  two ye a r s ,  o f t e n  w i t h  l i m i t e d  
d r i l l i n g  s e a s o n s ,  t h e y  w i l l  be less  l i k e l y  to p u r s u e  n o v e l  

c o n c e p t s  in n e w  a re as .

F o r  t h o s e  l e a s e s  t h a t  h a v e  a l r e a d y  b e e n  a c q u i r e d ,  o p e r a t o r s  w i l l  

b e  e n c o u r a g e d  t o  d e l a y  e x p l o r a t i o n  d r i l l i n g  t o  p l a n  a r o u n d  t h e  

c o n f i d e n t i a l i t y  l i m i t a t i o n .  I f  a  s u b s e q u e n t  l e a s e  s a l e  i s  n o t  

s c h e d u l e d  i n  t h e  n e x t  t w o  y e a r s ,  t h e r e  w o u l d  b e  a  s i g n i f i c a n t  

i n c e n t i v e  f o r  a  l e s s e e  t o  d e f e r  d r i l l i n g  s o  t h a t  h e  d o e s  n o t  l o s e  

a  c o m p e t i t i v e  a d v a n t a g e .  If  a  l e s s e e  k n e w  t h a t  a  n e a r b y  l e a s e ­

h o l d e r  w a s  a b o u t  t o  d r i l l ,  h e  w o u l d  n a t u r a l l y  b e  t e m p t e d  t o  w a i t  

u n t i l  t h a t  d a t a  b e c a m e  a v a i l a b l e  b e f o r e  t a k i n g  t h e  r i s k  h i m s e l f .

I n  o t h e r  w o r d s ,  d r i l l i n g  d e c i s i o n s  w o u l d  b e  m a d e  b a s e d  p a r t l y  o n  

t h e  n e e d  t o  e n s u r e  c o n f i d e n t i a l i t y  r a t h e r  t h a n  o n  t h e  m o s t  

e f f e c t i v e  s c h e d u l e .



T h i s  bill w o u l d  be e s p e c i a l l y  d i s c o u r a g i n g  t o w a r d s  e x p l o r a t i o n  of 
t h e  l e a st  u n d e r s t o o d  a r e a s  s u c h  as Interior- g e o l o g i c  b a s i n s .  T h e  
c u r r e n t l y  r e d u c e d  r a l e  of w i l d c a t  d r i l l i n g  in A l a s k a  t e s t i f i e s  to 
t h e  c o s t / r i s k  b a r r i e r s  b e i n g  fa c ed  today. Jf w e l l  c o n f i d e n­
t i a l i t y  c o u l d  not be m a i n t a i n e d ,  m a n y  s u c h  b a s i n s  w o u l d  l i k e l y  
c o n t i n u e  to r e m a i n  u n e x p l o r e d .

As t h e s e  e x a m p l e s  i l l u s t r a t e ,  we  a r e  c o n v i n c e d  t h a t  lo st  w e l l  
c o n f i d e n t i a l i t y  w o u l d  s e r v e  to s l o w  oil a n d  gas e x p l o r a t i o n  in 
A l a s k a .  C e r t a i n l y ,  t h e r e  a r e  w e l l s  d r i l l e d  by o t h e r s  w i t h  
c o n f i d e n t i a l  d a t a  of g r e a t  i n t e r e s t  to E x x o n .  But the l o n g - t e r m  
d o w n s i d e  i m p a c t  on f u t u r e  e x p l o r a t i o n  in A l a s k a  s t r o n g l y  
o u t w e i g h s  the s h o r t - t e r m  g a i n  of s u c h  d a t a  a c c e s s .

J D H / 3 2 9 5 :d a g  
2 / 1 7/b7
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T E S T I M O N Y  O F  S T A N D A R D  A L A S K A  P R O D U C T I O N  C O M P A N Y  O N  H . B .  4 1,  

C O N F I D E N T I A L I T Y  O F  E X P L O R A T O R Y  W E L L  I N F O R M A T I O N .

S t a n d a r d  A l a s k a  P r o d u c t i o n  C o m p a n y  v i g o r o u s l y  o p p o s e s  t h e  

a m e n d m e n t s  t o  t h e  e x i s t i n g  s e c t i o n  3 1 . 0 5 . 0 3 5 ( c ) .  T h e  

e x t e n d e d  c o n f i d e n t i a l i t y  p r o v i s i o n s  o f  t h i s  s e c t i o n  a r e  an  

i m p o r t a n t  i n c e n t i v e  t o  c o n t i n u e d  e x p l o r a t i o n  i n  A l a s k a .  P r e ­

m a t u r e  d i s c l o s u r e  o f  e x p l o r a t o r y  d r i l l i n g  r e s u l t s ,  in  t h e  

a d v a n c e  o f  a n y  l e a s e  s a l e ,  w o u l d  e f f e c t i v e l y  d e p r i v e  a n  

a g g r e s s i v e  e x p l o r i n g  o i l  c o m p a n y  o f  v a l u a b l e  p r o p r i e t a r y  

i n f o r m a t i o n  w i t h o u t  a n y  c o r r e s p o n d i n g  b e n e f i t  t o  t h e  S t a t e  o f  

A l a s k a .  T h e  a m e n d m e n t  w o u l d  a l l o w  c o m p a n i e s  w h o  h a v e  n o t  m a d e  

a n y  i n v e s t m e n t  i n  e x p l o r a t i o n  t o  u n f a i r l y  r e a p  t h e  b e n e f i t s  

o f  t h a t  e x p l o r a t i o n  b y  p r e m a t u r e  d i s c l o s u r e  o f  t h e  i n f o r m a t i o n ,  

t h e  s t a t u t e  a s  p r o p o s e d  w o u l d  d e n y  a n y  d i s c r e t i o n  i n  t h e  

C o m m i s s i o n e r  o f  N a t u r a l  R e s o u r c e s  t o  c o n t i n u e  t o  h o l d  i n f o r m a t i o n  

c o n f i d e n t i a l  a n d  w o u l d  e x p l i c i t l y  r e q u i r e  a l l  i n f o r m a t i o n  

s u b m i t t e d  t o  t h e  O i l  a n d  G a s  C o n s e r v a t i o n  C o m m i s s i o n  b e  

c o n s i d e r e d  p u b l i c  i n f o r m a t i o n .

T h e  p r o p o s e d  l e g i s l a t i o n  w o u l d  a l l o w  o n l y  a 2 5  m o n t h  c o n f i d e n t i a l !  

p e r i o d  ( . t h i r t y  d a y s  b e t w e e n  c o m p l e t i o n  o f  t h e  w e l l  a n d  f i l i n g  

o f  t h e  d a t a  a n d  t h e  2 4  m o n t h  c o n f i d e n t i a l i t y  p e r i o d ) .  T h e  

r e v i s e d  t i m e  f r a m e  w o u l d  b e  m u c h  t o « s h o r t  t o  p r o t e c t  a n  

e x p l o r a t o r y  c o m p a n y ' s  p r o p r i e t a r y  i n f o r m a t i o n  g i v e n  t h e  

n e c e s s i t y  t o  o p e r a t e  d u r i n g  w i n t e r  d r i l l i n g  s e a s o n s .  T h e  

p r e s e n t  s t a t u t e  is  p e r m i s s i v e  i n  t h a t  i t  a l l o w s  t h e  C o m m i s s i o n e r  

o f  N a t u r a l  R e s o u r c e s  t o  e x t e n d  t h e  c o n f i d e n t i a l i t y  p e r i o d  o n l y  

w h e n  t h e  i n f o r m a t i o n  i s  s i g n i f i c a n t  t o  t h e  v a l u a t i o n  o f  u n l e a s e d  

l a n d s .  T h e  S t a t e  o f  A l a s k a  b e n e f i t s  f r o m  t h i s  c o n f i d e n t i a l i t y



(

t o  t h e  e x t e n t  t h a t  n e g a t i v e  i n f o r m a t i o n  d o e s  n o t  p r e m a t u r e l y  

d e p r e s s  l e a s e  p r i c e s  i n a n  a r e a .  T h e  o p e r a t o r  b e n e f i t s  f r o m  

t h i s  p r o v i s i o n  i n  t h a t  t h i s  i n f o r m a t i o n  w h i c h  h e  h a s  i n v e s t e d  

l a r g e  a m o u n t s  o f  m o n e y  t o  a c q u i r e  i s p r o t e c t e d  f r o m  u n f a i r  

d i s c l o s u r e  w h i l e  t h e  S t a t e  r e t a i n s  a c c e s s  t o  t h e  d a t a .  T h e  

o n l y  p o s s i b l e  b e n e f i c i a r y  o f  t h e  p r o p o s e d  l e g i s l a t i o n  w i l l  b e  

t h o s e  c o m p a n i e s  w h o  h a v e  n o t  m a d e  a n  i n v e s t m e n t  i n  t h e  

d e v e l o p m e n t  o f  n a t u r a l  r e s o u r c e s  i n  A l a s k a .

A s  s e c t i o n  3 1 . 0 5 . 0 2 7  g i v e s  t h e  C o m m i s s i o n  t h e  a u t h o r i t y  t o  

r e q u i r e  r e p o r t s  f r o m  w e l l s  l o c a t e d  o n  a l l  l a n d  i n  t h e  s t a t e  

l a w f u l l y  s u b j e c t  t o  t h e  C o m m i s s i o n ' s  p o l i c e  p o w e r s ,  t h e r e  

a r e  w e l l s  w h i c h  h a v e  a l r e a d y  b e e n  d r i l l e d ,  i n  r e l i a n c e  u p o n  

t h e  c o n f i d e n t i a l i t y  p r o v i s i o n s ,  w h o s e  r e p o r t s  w o u l d  n o w  b e  

m a d e  p u b l i c .  S u c h  a n  a m e n d m e n t  t o  t h e  l a w  c o u l d  c o n s t i t u t e  a n  

" e x  p o s t  f a c t o "  l a w  a n d  r e p r e s e n t  a n  u n l a w f u l  c o n v e r s i o n  o f  a 

c o m p a n y ' s  p r o p r i e t a r y  i n f o r m a t i o n .  I n  a d d i t i o n ,  f o r  w e l l s  

d r i l l i n g  o n  p r i v a t e  l a n d s  t h e  d i s c l o s u r e  o f  t h a t  i n f o r m a t i o n ,  

w e  b e l i e v e ,  w o u l d  b e  a " t a k i n g "  o f  p r i v a t e  p r o p e r t y  b y  t h e  

g o v e r n m e n t .

F o r  t h e  r e a s o n s  s t a t e d ,  S t a n d a r d  A l a s k a  P r o d u c t i o n  C o m p a n y  

o p p o s e s  t h e  a d o p t i o n  o f  H B  4 1.
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T E S T I M O N Y  OF S T A N D A R D  A L A S K A  P R O D U C T I O N  C O M P A N Y  
ON HB 41, C O N F I D E N T I A L I T Y  O F  

E X P L O R A T O R Y  W E L L  I N F O R M A T I O N  - F E B R U A R Y  18, 1987

My n a m e  is J o h n  A. R e e d e r  an d I a m  e m p l o y e d  as S e n i o r  C o u n s e l  

for S t a n d a r d  A l a s k a  P r o d u c t i o n  C o m p a n y  in A n c h o r a g e .  I h a v e  

b e e n  e m p l o y e d  in this c a p a c i t y  b y  S t a n d a r d  or its a f f i l i a t e ,  BP 

A l a s k a ,  Inc., s i n c e  1 9 7 4  a n d  s e r v e d  in the  D e p a r t m e n t  of L a w  as 

an A s s i s t a n t  A t t o r n e y  G e n e r a l  f r o m  1971 to 1974. D u r i n g  thi s 

time , I h a v e  b e e n  a l m o s t  e x c l u s i v e l y  i n v o l v e d  in n a t u r a l  

r e s o u r c e  law in A l a s k a .  My p u r p o s e  in t e s t i f y i n g  t o d a y  is to 

d i s c u s s  the c o n s t i t u t i o n a l  l i m i t a t i o n s  in m a k i n g  p u b l i c  d a t a  

f r o m  w e l l s  d r i l l e d  on p r i v a t e  or n a t i v e  land. P r e v i o u s l y ,  

S t a n d a r d  ha s i n d i c a t e d  to t h i s  C o m m i t t e e  that it d o e s  not  f a v o r  

HB 41 on p o l i c y  g r o u n d s .

HB  41 s e e k s  to re p e a l  p r o v i s i o n s  of AS 3 1 . 0 5 . 0 3 5 ( c )  w h i c h  w e r e  

a d o p t e d  in 197 8,  an d  w h i c h  no w  p e r m i t  the C o m m i s s i o n e r ,  

D e p a r t m e n t  of  Na tu r a l -  R e s o u r c e s  (DNR) to d e t e r m i n e  if 

i n f o r m a t i o n  f r o m  oil a n d  gas  w e l l s  d r i l l e d  in A l a s k a  s h o u l d  be 

h e l d  b y  the A l a s k a  Oil a n d  G a s  C o n s e r v a t i o n  C o m m i s s i o n  (A OGCC) 

on a c o n f i d e n t i a l  ba s i s ,  r a t h e r  t h a n  r e l e a s e d  to the p u b l i c  

a f t e r  two y e a r s  as w o u l d  o t h e r w i s e  be p r o v i d e d  u n d e r  th at  

s e c t i o n .

In th e p r o c e s s  of r e v i e w i n g  HB 41, I ha ve  c o m e  to the 

c o n c l u s i o n  t h a t  the p r e s e n t  s t r u c t u r e  of AS 3 1 . 0 5 . 0 3 5 ( c )  m a y  

h a v e  s i g n i f i c a n t  c o n s t i t u t i o n a l  f l a w s  as .it w o u l d  be r e q u i r e d  

to b e a p p l i e d  to p r i v a t e  ( N a t i v e )  l a n d s  r e g a r d l e s s  of the 

p o l i c y  q u e s t i o n s  p r e s e n t e d  by HB 41. R e m o v a l  of th e
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C o m m i s s i o n e r ' s  d i s c r e t i o n  w o u l d  a l m o s t  c e r t a i n l y  c a u s e  t h e

p r o v i s i o n  t o  b e  a d m i n i s t e r e d  c o n t r a r y  t o  c o n s t i t u t i o n a l

l i m i t a t i o n s .

W h i l e  t h e  A O G C C ,  i n  t h e  e x e r c i s e  o f  i t s  s t a t u t o r y  o i l  a n d  g a s

c o n s e r v a t i o n  r e s p o n s i b i l i t i e s ,  c l e a r l y  h a s  a u t h o r i t y  t o  r e q u i r e  

t h e  s u b m i s s i o n  o f  d a t a  f r o m  w e l l s  d r i l l e d  o n  p r i v a t e  l a n d s ,  t h e  

p u b l i c  r e l e a s e  o f  e c o n o m i c a l l y  v a l u a b l e  d a t a  f r o m  p r i v a t e  l a n d s  

( w h i c h  s o m e  a u t h o r i t i e s  h a v e  c a l l e d  t h e  " s p e c u l a t i v e  v a l u e "  o f

l a n d )  i s  d i f f i c u l t  t o  s u p p o r t  a s  a v a l i d  e x e r c i s e  o f  t h e

S t a t e ' s  p o l i c e  p o w e r ,  a n d  t h i s  is p a r t i c u l a r l y  t r u e  in  t h e

c o n t e x t  o f  A l a s k a ' s  d i f f i c u l t  a n d  t i m e - c o n s u m i n g  e x p l o r a t i o n  

e n v i r o n m e n t .  P r e m a t u r e  r e l e a s e  o f  s u c h  d a t a  d e s t r o y s  i t s

c o m m e r c i a l  v a l u e  t o  t h e  l a n d o w n e r ,  a n d  m a y  r u b j e c t  t h e  S t a t e  t o  

l i a b i l i t y  f o r  a n  u n p e r m i t t e d  " t a k i n g "  o f  t h a t  v a l u e  w i t h o u t  

c o m p e n s a t i o n .  R e t r o a c t i v e  a p p l i c a t i o n  o f  H B  41 a l s o  d e s t r o y s  

t h e  p r i o r i t y  v a l u e  o f  d a t a  f r o m  w e l l s  d r i l l e d  o n  p r i v a t e  l a n d s .

P r i v a t e  o w n e r s h i p  o f  t h e  m i n e r a l  e s t a t e  i n  A l a s k a  w a s  v i r t u a l l y  

u n k n o w n  p r i o r  t o  t h e  i m p l e m e n t a t i o n  o f  t h e  A l a s k a  N a t i v e  C l a i m s  

S e t t l e m e n t  A c t  a n d  t h e  a c q u i s i t i o n  b y  R e g i o n a l  C o r p o r a t i o n s  o f  

m i n e r a l  r i g h t s  i n  t h e  s u b s u r f a c e  o f  N a t i v e  l a n d s .  T h e  l a c k  o f  

p r i v a t e  l a n d s  i s  o n e  o f  t h e  u n i q u e  a s p e c t s  o f  l a n d  m a n a g e m e n t  

i n  A l a s k a .

A s  o r i g i n a l l y  e n a c t e d  i n  1 9 6 0 ,  t h e  c o n f i d e n t i a l i t y  p r o v i s i o n  

p r o v i d e d  a n  a u t o m a t i c  t w o - y e a r  p e r i o d  o f  c o n f i d e n t i a l i t y  f o r  

d a t a  s u b m i t t e d  f r o m  w e l l s  d r i l l e d  i n  A l a s k a .  T h i s  s e c t i o n  w a s  

a m e n d e d  in  1 9 7 0  t o  e s t a b l i s h  a s e p a r a t e  s e c t i o n ,  A S  3 1 . 0 5 . 0 3 5 ,  

a n d  p r o v i d e d  t h a t  c e r t a i n  i n f o r m a t i o n  b e  m a d e  i m m e d i a t e l y  

a v a i l a b l e  t o  t h e  p u b l i c .  I n  1 9 7 8 ,  t h e  s e c t i o n  w a s  a g a i n  

a m e n d e d  t o  i t s  p r e s e n t  f o r m  t o  p r o v i d e  a m e a n s  o f  h o l d i n g  d a t a  

c o n f i d e n t i a l  b e y o n d  t h e  2 4 - m o n t h  a u t o m a t i c  p e r i o d  w h e r e  t h e

v a l u e  o f  u n l e a s e d  l a n d s  m i g h t  b e  a f f e c t e d  b y  t h e  i n f o r m a t i o n .
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W h i l e  t h i s  w a s  a r e c o g n i t i o n  o f  t h e  c o m m e r c i a l  v a l u e  o f  

c o n f i d e n t i a l  d a t a  o b t a i n e d  b y  t h e  S t a t e ' s  o i l  a n d  g a s  l e s s e e s ,  

i t  i s  i m p o r t a n t  t o  u n d e r s t a n d  t h a t ,  a s  a p p l i e d  t o  S t a t e  l a n d s ,  

n o  r e a l  c o n s t i t u t i o n a l  i s s u e  w a s  o r  i s  p r e s e n t e d  b y  t h e

p r o s p e c t i v e  a p p l i c a t i o n  o f  t h e  s u b m i t t a l  r e q u i r e m e n t s .  A s

a p p l i e d  t o  S t a t e  l a n d s ,  t h e  i s s u e  o f  t h e  d u r a t i o n  o f  a

c o n f i d e n t i a l i t y  r e q u i r e m e n t ,  a n d  t h e  c o n d i t i o n s  u n d e r  w h i c h  i t  

c a n  b e  e x t e n d e d ,  i s  a p o l i c y  m a t t e r  t o  b e  d e c i d e d  b y  t h e

l e g i s l a t u r e .  A s  p r e v i o u s l y  s t a t e d  t o  t h i s  C o m m i t t e e ,  S t a n d a r d  

f e e l s  a m e c h a n i s m  t o  e x t e n d  t h e  p e r i o d  o f  c o n f i d e n t i a l i t y  o n

S t a t e  l a n d s  i s  v i t a l  t o  t h e  c o n t i n u e d  d r i l l i n g  o f  e x p l o r a t i o n

w e l l s  i n  f r o n t i e r  a r e a s ,  a n d  s h o u l d  b e  r e t a i n e d  a s  a m a t t e r  o f

p o l i c y .

T h e  i s s u e  i s  q u i t e  d i f f e r e n t  w i t h  r e s p e c t  t o  p r i v a t e  l a n d s .  A s  

I w i l l  d i s c u s s  l a t e r ,  t h e  i s s u e  w i t h  r e s p e c t  t o  p r i v a t e  l a n d s  

c o n c e r n s  t h e  e x e r c i s e  o f  t h e  S t a t e ' s  p o l i c e  p o w e r  i n  t h e

c o n t e x t  o f  a p p l i c a b l e  c o n s t i t u t i o n a l  l i m i t a t i o n s .  T h e  i s s u e  

h a s  r a r e l y  b e e n  r a i s e d  i n  A l a s k a  d u e  t o  t h e  m a n n e r  i n  w h i c h  t h e  

1 9 7 8  a m e n d m e n t s  t o  S e c t i o n  3 5  h a v e  b e e n  i m p l e m e n t e d .  

A p p a r e n t l y  t h e  C o m m i s s i o n e r ,  D N R ,  h a s  m a d e  a d e t e r m i n a t i o n  w i t h  

r e s p e c t  t o  p r i v a t e  l a n d s  a s  w e l l  a s  S t a t e  l a n d s .  I n  f a c t ,  o f  

t h e  1 3  w e l l s  n o w  a s s i g n e d  e x t e n d e d  c o n f i d e n t i a l i t y  s t a t u s ,  

e i g h t  a r e  o n  N a t i v e  l a n d s .

P r e v i o u s l y ,  t h i s  C o m m i t t e e  h a s  r e c e i v e d  a c o p y  o f  a l e t t e r  f r o m  

f o r m e r  C o m m i s s i o n e r  R o b e r t  E. L e R e s c h e  t o  T e x a c o ,  I n c .  

c o n c e r n i n g  a w e l l  d r i l l e d  o n  N a t i v e  l a n d s  i n  w h i c h  h e  r a i s e d  

t h e  i s s u e  o f  t h e  a p p l i c a b i l i t y  o f  t h e  1 9 7 8  a m e n d m e n t  t o  S e c t i o n  

35 t o  p r i v a t e  l a n d s .  C o m m i s s i o n e r  L e R e s c h e  d e c i d e d  t o  h o l d  t h e  

d a t a  f r o m  t h e  w e l l  c o n f i d e n t i a l  p e n d i n g  c l a r i f i c a t i o n  o f  t h e  

l a w .  N o  r e g u l a t i o n s  w e r e  a d o p t e d  c o n c e r n i n g  t h e  a p p l i c a b i l i t y  

o f  S e c t i o n  3 5 ( c )  t o  p r i v a t e  l a n d s ,  a n d  t h e  D N R  c o n t i n u e d  t o  

d e a l  w i t h  b o t h  p r i v a t e  a n d  S t a t e  l a n d s  i n  t h e  s a m e  m a n n e r .
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T h u s ,  t o  d a t e  t h e  i s s u e  o f  a p o s s i b l e  t a k i n g  o f  t h e  s p e c u l a t i v e  

v a l u e  o f  p r i v a t e  l a n d s  u n d e r  t h e s e  c i r c u m s t a n c e s  h a s  b e e n  

a v o i d e d .

T h e  r i g h t  o f  a l a n d o w n e r  t o  k e e p  i n f o r m a t i o n  c o n c e r n i n g  h i s  

m i n e r a l  e s t a t e  c o n f i d e n t i a l  h a s  b e e n  r e c o g n i z e d  in  t h e  U n i t e d  

S t a t e s  f o r  s o m e  t i m e .  A t t a c h e d  t o  m y  s t a t e m e n t  is a l i s t i n g  o f  

m a t e r i a l  y o u r  s t a f f  m a y  f i n d  u s e f u l  w h i c h  d i s c u s s e s  t h i s  

r i g h t .  T h e  p r o p e r t y  r i g h t  h a s  m o s t  o f t e n  b e e n  e x a m i n e d  i n  

c o n n e c t i o n  w i t h  a t r e s p a s s  c o m m i t t e d  b y  a t h i r d  p a r t y  i n  w h i c h  

g e o l o g i c  i n f o r m a t i o n  a f f e c t i n g  t h e  v a l u e  o f  t h e  l a n d  w a s  m a d e  

p u b l i c  w i t h o u t  t h e  p e r m i s s i o n  o f  t h e  l a n d o w n e r .  T h e  t r e s p a s s  

i s  s a i d  t o  h a v e  d e s t r o y e d  t h e  s p e c u l a t i v e  v a l u e  o f  t h e  l a n d ,  

t h e  r i g h t  o f  t h e  l a n d o w n e r  t o  h o l d  s u c h  i n f o r m a t i o n  

c o n f i d e n t i a l  i n  t h e  e x p e c t a t i o n  o f  o b t a i n i n g  v a l u a b l e  

c o n s i d e r a t i o n  f r o m  o t h e r s  w i s h i n g  t o  e x p l o r e  o n  h i s  l a n d .

A l m o s t  a l l  o i l - p r o d u c i n g  s t a t e s  r e c o g n i z e  t h i s  r i g h t  i n  

r e q u i r i n g  l a n d o w n e r s  t o  f i l e  i n f o r m a t i o n  o n  o i l  a n d  g a s  w e l l s  

w i t h  c o n s e r v a t i o n  a g e n c i e s ,  a s  a l m o s t  a l l  m a k e  s o m e  p r o v i s i o n s  

f o r  t h e  l a n d o w n e r  t o a u t o m a t i c a l l y ,  o r  b y  a p p l i c a t i o n ,  p r o t e c t  

t h e  r i g h t  o f  c o n f i d e n t i a l i t y .

A t  l e a s t  o n e  r e p o r t e d  c a s e  i n v o l v e d  t h e  a s s e r t i o n  b y  a l e s s e e  

t h a t  t h e  r e q u i r e m e n t  t o  f i l e  s u c h  d a t a  w a s  a t a k i n g  o f  p r o p e r t y  

w i t h o u t  c o m p e n s a t i o n ,  w h e r e ,  i n  t h e  j u d g m e n t  o f  t h e  l e s s e e ,  a n  

i n a d e q u a t e  p e r i o d  w a s  a l l o w e d  i n  w h i c h  t h e  d a t a  w a s  t o  b e  k e p t  

c o n f i d e n t i a l .  I n  t h i s  c a s e ,  a c o p y  o f  w h i c h  i s  a t t a c h e d  t o  m y  

s t a t e m e n t ,  t h e  K a n s a s  C o r p o r a t i o n  C o m m i s s i o n  ( t h e  e q u i v a l e n t  o f  

t h e  A O G C C )  h a d  r e f u s e d  t o  g r a n t  a n  e x e m p t i o n  to  a t w o - y e a r  

c o n f i d e n t i a l i t y  p r o v i s i o n  o n  t h e  g r o u n d s  t h a t  t h e  e x i s t i n g  

r e g u l a t i o n s  a d e q u a t e l y  p r o t e c t e d  t h e  s p e c u l a t i v e  v a l u e  o f  t h e  

l a n d s  h e l d  b y  t h e  o i l  a n d  g a s  l e s s e e .  T h e  c o u r t  u p h e l d  t h e  

C o m m i s s i o n ' s  d e c i s i o n .  T h e  i m p o r t a n c e  o f  t h e  c a s e  is t h e  c l e a r
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r e c o g n i t i o n  b y  b o t h  t h e  C o m m i s s i o n  a n d  t h e  c o u r t  o f  t h e

e x i s t e n c e  o f  t h e  s p e c u l a t i v e  v a l u e  o f  t h e  l e s s e e ' s  l a n d s .  T h e

C o m m i s s i o n  m e r e l y  d e c i d e d  t h a t  i n  t h i s  i n s t a n c e  a t w o - y e a r

p e r i o d  w a s  a d e q u a t e .

In A l a s k a ,  I b e l i e v e  t h e  a u t o m a t i c  t w o - y e a r  p e r i o d  o f

c o n f i d e n t i a l i t y  w h i c h  w o u l d  r e m a i n  i n  A S  3 1 . 0 5 . 0 3 5 ( c )  if HB 41 

is  p a s s e d  i s  n o t  a d e q u a t e  t o  p r o t e c t  t h e  s p e c u l a t i v e  v a l u e  o f  

w e l l  d a t a  f r o m  p r i v a t e  l a n d s .  T h e  l o n g  d e v e l o p m e n t  t i m e s ,  

d i f f i c u l t  e n v i r o n m e n t a l  c o n d i t i o n s  a n d  e x t r e m e  d i s t a n c e  f r o m  

m a r k e t s  w h i c h  i m p e d e  o i l  a n d  g a s  d e v e l o p m e n t  i n  A l a s k a  a r e  w e l l  

k n o w n  t o  t h e  C o m m i t t e e  a n d  n e e d  n o t  b e  r e p e a t e d  h e r e ,  b u t  t h e s e  

o b s t r u c t i o n s  t o  d e v e l o p m e n t  u s u a l l y  r e s u l t  i n  g e o l o g i c  

i n f o r m a t i o n  r e t a i n i n g  i t s  c o m m e r c i a l  v a l u e  f o r  m u c h  l o n g e r  

t i m e s  t h a n  i n  t h e  r e s t  o f  t h e  U n i t e d  S t a t e s .  In p r a c t i c e ,  

g e o l o g i c  d a t a  f r o m  w e l l s  d r i l l e d  o n  p r i v a t e  l a n d s  m a y  r e m a i n  

v a l u a b l e  f o r  c o m m e r c i a l  p u r p o s e s  f o r  m a n y  y e a r s ,  a n d  s o m e  

m e c h a n i s m  n e e d s  t o  b e  i n c l u d e d  i n  A S  3 1 . 0 5 . 0 3 5 ( c )  t o  e x t e n d  t h e  

p e r i o d  o f  c o n f i d e n t i a l i t y  t o  p r o t e c t  t h e  s p e c u l a t i v e  v a l u e  o f  

s u c h  l a n d s .  I n  t h i s  r e s p e c t ,  A l a s k a  ha: d i s t i n c t l y  d i f f e r e n t

r e q u i r e m e n t s  f r o m  o t h e r  o i l - p r o d u c i n g  s t a t e s .

O n  t h e  o t h e r  h a n d ,  t h e r e  s e e m s  t o  b e  l i t t l e  n e e d  t o  i n c l u d e  

d e v e l o p m e n t  w e l l s ,  w e l l s  d r i l l e d  i n  p r o d u c i n g  r e s e r v o i r s ,  

( e i t h e r  o n  p r i v a t e  or S t a t e  l a n d )  i n  a n y  s y s t e m  i n t e n d e d  t o  

p r o t e c t  t h e  s p e c u l a t i v e  v a l u e  o f  p r i v a t e  o r  S t a t e  l a n d s .  

E l i m i n a t i o n  o f  t h i s  r e q u i r e m e n t  w o u l d  e a s e  a s i g n i f i c a n t  

a d m i n i s t r a t i v e  b u r d e n  o n  t h e  A O G C C .

I n  c o n c l u s i o n ,  S t a n d a r d ,  a s  p r e v i o u s l y  s t a t e d  t o  t h e  C o m m i t t e e ,  

f e e l s  t h e  p r e s e n t  p r o v i s i o n s  o f  A S  3 1 . 0 5 . 0 3 5 ( c )  s h o u l d  b e  

r e t a i n e d ,  b o t h  a s  a s o u n d  p o l i c y  t o  e n c o u r a g e  t h e  d r i l l i n g  o f  

e x p l o r a t i o n  w e l l s  o n  S t a t e  l a n d  -'nd t o  p r o t e c t  t h e  s p e c u l a t i v e  

v a l u e  o f  p r i v a t e  l a n d s  a s  r e q u i r e d  b y  A l a s k a ' s  C o n s t i t u t i o n .



A u t h o r i t i e s  D i s c u s s i n g  D e s c r i p t i o n  o f  S p e c u l a t i v e  V a l u e

F o r  g e n e r a l  b a c k g r o u n d  s e e :

1. 1 H. W i l l i a m s  & C. M e y e r s ,  O i l  a n d  G a s  L a w  §§ 2 2 9 - 2 3 0

( 1 9 8 6 ) .  1

2. 1 W. S u m m e r s ,  T h e  L a w  o f  O i l  a n d  G a s  §§ 2 1 - 4 0  ( 2 d  e d .
1 9 5 4  & S u p p .  1 9 8 6 ) .

C o n c e r n i n g  c o n s t i t u t i o n a l  l i m i t a t i o n s  s e e :

1 *  R e t r o a c t i v e  a p p l i c a t i o n  o f  H B  41 .  N o r t o n  v. A l c o h o l i c  

B e v e r a g e  C o n t r o l  B o a r d . 6 9 5  P . 2 d  1 0 9 0  ( A l a s k a  1 9 8 5 ) .

2. U n c o n s t i t u t i o n a l  t a k i n g  o f  p r i v a t e  p r o p e r t y . 

R u c k e l h a u s  v. M o n s a n t o  C o . ,  1 0 4  S .  C t .  . 2 8 6 2  ( 1 9 8 4  ); S t a t e  v.

H a m m e r ,  5 5 0  P . 2 d  8 2 0  ( A l a s k a  1 9 7 6 ) .



Additional Comments on H.B. 41 
Relating to

Extended Confidentiality of Oil and Gas Well Data

by

Dr. Philip E. Sorensen 
April 22, 1987

At the time of my testimony before the House Finance Committee on March 
19, 1987, several important issues were raised which required additional research. 
The sections which follow provide additional information concernir; these ques­
tions.

1. In my testimony, I stated  that "...all four of the top oil producing states 
in the U.S. (Texas, Alaska, Louisiana, and California) have provisions in law for 
extending the protection of confidentiality (of well data) beyond two years." A 
member of the Committee questioned the conclusion that Texas presently permits 
a period of confidentiality in excess of two years. In clarification of this question, 
I have attached copies of Texas Railroad Commission Rule 16 (Log and Completion 
Report) and Sections 91.551 - 91.556 of the Texas Natural Resources Code. These 
regulations indicate that Texas permits well logs to  be kept confidential for periods 
of three years for onshore wells and five years for wells drilled on submerged state 
lands.

2. I previously testified that H.B. 41 would reduce the incentive of firms to 
drill exploratory wells in frontier areas because it would greatly reduce the 
information advantage these firms might have in subsequent bidding for unleased 
lands in nearby areas. I would like to explain this point further.

Records of the AOGCC indicate that at least 17 exploratory wells were 
drilled in Alaska on the North Slope just prior to the 1969 Prudhoe Bay sale. All of 
these wells were located near unleased acreage wh’ch was scheduled for sale within 
a year or so.

During the period from late  1974 until July 1979, no competitive oil and gas 
lease sales were held by the sta te  because of various lawsuits and the uncertainty 
created by the Alaska Native Claims Settlement Act. Exploratory drilling adjacent 
to  open lands in Alaska essentially stopped from 1974 through 1976, most likely 
because firms planning such drilling could not be sure they would be able to gain 
any advantage from the drilling information they might obtain within the two year 
period then provided for confidentiality of well data.

Five exploratory wells were drilled on the North Slope in 1977 in anticipation 
of the planned joint federal/state Beaufort Sea lease sale. When this sale was 
delayed, Alaska enacted legislation in 1978 to permit extended confidentiality for 
these and future wells. Subsequently, a t least 21 exploratory wells were drilled on 
the North Slope adjacent to unleased acreage. Of these 21 wells, 13 were drilled 
near acreage where no sale was scheduled or where a sale was scheduled to take 
place a t  a time more than two years in the future. It is reasonable to assume that 
most, if not all, of these 13 wells would not have been drilled a t that time in the 
absence of Alaska’s extended confidentiality statu te.



- 2 -

3. It has been suggested that firms which drill exploratory wells in frontier 
areas do not actually provide free information to other firms, even under a two- 
year disclosure rule, because the firm doing the drilling is able to recoup most of 
its costs from other firms through the process of cost equalization. But cost 
equalization will occur only if the lease owned by the exploratory firm is later 
included with other leases in a potential producing unit. In the period since 1978, 
77 percent (or 111) of the 144 exploratory wells drilled in Alaska have not been 
included in a potential producing unit. Furthermore, of the eight potential 
producing areas where the other 33 wells are located, most have not yet been 
developed and, as a result, these wells may never have their costs shared. What is 
most important to note in this regard is that if an exploratory well is incapable of 
production — and this is true of most exploratory wells — there is generally no cost 
equalization.

4. A statu te  providing for a five-year or a ten-year time period for 
confidentiality of well data would do less damage to exploratory drilling in Alaska 
than a two-year time period, as proposed in H.B. 41. But it should be recognized 
that even a ten-year period of confidentiality would conflict with the extremely 
long lead times involved in leasing frontier areas in Alaska. Therefore, some 
exploratory wells that would be drilled under the present statu te will not be drilled.

It is critically important to the future of Alaska that additional frontier areas 
in the state be explored and opened up for production. Exploratory drilling in 
Alaska requires large investments of capital and the assumption of tremendous 
risks. Those firms willing to  make such investments and assume such risks should 
be accorded maximum protection of the information they obtain from drilling, as is 
true under the present Alaska statute providing for extended confidentiality of well 
data.
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with tubing or drill pipe. The plug m uit bo respotted if it has not 
been properly placed. In addition, a cemant plug muet be aet 
across the snoe of the surface casing. This plug must be a 
minimum of 100 feet in length and shall extend at least 50 feet 
above and below the ehoa.

(2) When sufficient surface casing has been set to protect all 
ussble^uality water strata, a cement plug shall be placed across 
the shoe of the surfocs casing. This plug shall be a minimum of 
100 feet in length and shall extend at least 50 feet above the 
shoe and at least 60 feet below the shoe.

<c.' If surface casing has been sot deeper than 200 feet below 
the base of the deepest usable-quality water stratum, an 
additional cement plug shall be placed Inside the main*

ie; Plugging Requirements for Wells with Interm ediate 
Casing

(1) For wells in which the intermediate casing haa been 
cemented through all usable-quality water strata and all 
productive horizons, a cement plug meeting the requirements of 
subeeoion (cXiO) of this rule shall be placed inside the casing 
and centered opposite the base of the deepest usable-quality 
water stratum, but extend no lesa than 50 feet above and below 
the stratum.

12) For wells in which the intermediate caaing is not 
cemented through all uaable-quality water strata and all
productive horizons, and if the casing will not be pulled, the 
intermediate casing shall be perforated^at the required depths to 
place cement outside of casing by squeeze cementing through 
casing peiforatione.

(fi Plugging Requirements for Welle with Production Cosing.

ill For wells in which the production casing haa been 
cemented through all usable-quality wuter strata and all
productive horizons, a cement plug meeting the requirements of 
subsection (cXIO) of this rule shall be placed inside the casing 
and centered oppoeita the base of the deepest usable-quality 
water stratum and across any multi-stage cementing tool.

(2) Fcr wells in which the production casing has not been
cemented through all uaable-quality water strata and all
productive horizons if the casing will not be pulled, the 
production casing- oh-nll bs perforated at the required depths to 
place cement outside of the casing by squeeze cementing through 
casing perforations.

13, The district director may approve a cast Iron bridge plug 
to be placed immediately abovs each perforated interval, 
uravidec at leaBt 20 feet of cement in placed on top of .each 
bridge plug. A bridge plug shall not be set in any well at a depth 
where the pressure or temperature exceeds the ratings 
recommended by the bridge plug manufacturer.

(g) Plugging Requirements for a Well with Scraen or Liner.

(1) If practical, the eeecn or liner shall bs removed from the 
well.

(2) If the screen or liner is not removed, n cement plug ir. 
accordance with subsection (cHIO) of this rule shall be plocca at 
the top of liner.

(h) Plugging Requirement* for Wells Without Production 
Casing and Open Hole Completions.

(1) Any productive horizon or sny formation in which a 
pressure or formation wster problem is known lo exist shall be 
isolated by cement plugs centered at the ton and bottom of the 
formation. Each cement plug shall have sufficient slurry volume 
to fill a calculated height as specified in subsection (c)(lQ) above.

(2) If (he gross (hicknees of any such formation is less than 
ICO feet, the tubing or drill pipe ahull be suspended 50 foot below 
tne base or ms formation. Sumcient slurry volume shall o« 
pumped to fill the calculated height from the bottom of the 
tubing or drill pice up to a point at least 50 feet above the top of 
the formation, plus ten percent (10%) for eoch 1000 feet of depth 
from the ground surface to the bottom of the plug.

(il The district director sholl review and approve the 
“Notification of Intention to Plug" /Form W-3A) in a manner so

operator may request a review by the director of field operations. 
If the proposal is not administratively approved, the operator
may request a hearing on the matter. After hearing, the 
examiner 6hali recommend final action by the commission.

3.15 (061.02.02.015)
ULE 16. SURFACE CASING TO BE LEFT IN PLACE 

(As Amended by Order Effective March 10, 1986.)
Unless alternative methods are approved pursuant to 

Statewide Rule 13 (16 TA.C. §3.13), fresh water sands art- to be 
protected with surface rasing which has been cemented, end 
such casing shall net be removed from the well at abandonment 
This applies to wells dr/.'ed by cable too) and rotary rigs alike.

§3.16 (051.02.02.016)
RULE ie . LOG .AND COM PLETION R E PO R T  (As 

Amended by Order No. 20-65,518, Dated November 
3. 1975. and Orders Effective September 1, 1985. 
anc February 28. 16G6.)

(9 ) The owner or operator of an oil, gas or geothermal 
resource well, within thirty (30) daye after thu completion of 
such well or the Fluggins of such well, if the well is u dry hole, 
shall file with tne Commission the appropriate completion or 
plugging report, and if a basic electric log is run on the well, a 
legioie, unaltered final copy of such a log shall be attached A 
"basic electric log" mear.s a litholocy, porosity, or resistivity log 
run over the entire wellborn or in tno alternative, if no sucn log 
il run over the entire wellbore, tho log which is (he moBt 
complete- of such loga run. Amended completion reports muat be
f i le d  f c r  a n y  oh  a n  ft?  in p o r to ro lic n * , a t  9P<nhc>)« o r c a s i n g
recordc within thirty (30 days after recomputing the well. In 
addition, if the well is deepened, a copy of a basic electric log
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res afier September 1, 1966 should be submitted if such leg Is 
r a  over s deeper interval than the Interval covertd by a basic 
electric log already on flle with the Commission for that 
wehbore.

,b> Each log filed with the Commission shall be considered 
public information and shell be available to the public during 
normal business houre. If the owner or operator of euch well 
dtecribed in aubsoction (a) of this section desires log(s) to be 
confidential, the owner or operator must submit a written 
request for a delayed filing of the logfe). When filing auch a 
request, the owner or operator must retain the loafs) and may 
d tay  filing euch log(s) lor one (1) yeur beginning from the dale 
the completion or plugging report is required to be filed with the 
Ccmmiasion. The owner or operator of bucH well may request an 
additional filing delay of two (2) yearn, provided the written 
rw*‘'est ia filea prior to the expiration date of the initial 
confidentiality period. If a well is drilled on land submerged In 
ra te  water, the owner or operator may request an additional 
filing delay of two (2) year a so that a possible totfl filing delay 
ci  five (5) years may 60 obtained. A request for ths additional 
r«o 12) yeur filing delay period must be in writing and be 
received prior to the expiration of the firal two (2) year filing 
ctAy. Logs must be filed with the Commission within thirty (30) 
d»>e after the expiration of :ho final confidentiality period.

-*) If the logs ore not filed in accordance with the provisions 
cf thia section, the Commission may refuse to ensign an 
fcl;wable lo a well or may set the allowable for such woll at 
reto. If (he well is a dry hole and the logs are not filed, lit 
a::ordancfc with the provisions of this section, the Corr.rr.teoion 
may initiate penalty action pursuant to Title 3 of the Texas 
Natural Resources Code.
53.17 (051.02.02.017)
RULE 17. PRESSURE ON BRADENHEAD (As Amended 

bv Order No. 20-65.51S, Dated Novombcr 3. 1975.) 
•a) All wells shall be equipped with a Rradenhead. Whenever 

ts'rsjurc develops between any two (2) strings of casing, the 
T. strict Office snail be notifiea immediately. No cement may be 
; -".ped botween any two strings of pipe at the top of the hole. 
<=,-.:ept after permieaion has been granted b;> the District Office 

.b) Any well aliuninu yfcnaure on trie Bradcnrieao, or leaking 
gci oil, or geothermal resource between the surface and the 
vr.-duction or oil airing shall be tested in the following manner: 
ir.t well shall be killed and pump pressure applied through the' 
tubing head. Should the pressure gauge on the Brndenhead 
reflect the applied prc8sursl he casing shall bs condemned and 
i  new production or oil string shall bo run and cemented. This 
r-ethod shall be used when tne origin of the pressure cennot be 
Cctermined otherwise. (From Old Rule 45)
£3.18 (051.02.02.018)
RULE 18. MUD CIRCULATION REQUIRED

When coming out of the hole with the drill pipe, drilling fluid 
shall be circulated until equalised, and a fifl-up line shall be 
turned into the casing to insure a full load of fluid on the bottom 
of the hole i t  all times. (From Old Rule 51)

63.10 (051.02,02.019)
RULE 10 . DENSITY OF MUD-FLUID WHERE WELL 

CONTAINING WATER 18 DRILLED INTO 
OIL, GAS. OR GEOTHERMAL RESOURCE 
PRODUCING STRATA (As Amended by Order 
No. 20-66,518, Dated November 3, 1975.) 

in cable tool drilling, no operator bp all drill into a known oil. 
gas, or geothermal resource producing formation with water 
from a higher formation in the hols, or with a sufficient head of 
water introduced into the hole to prevent gas biowing to the 
surface. The well shall either be allowed to blow until it has been 
ir.lled-in or it shall bo drilled under a head of fluid whose 
weight ohall average not less than nine and one-half (9-2/2)

resource bearing eands in upper formations while oil, gos or 
geothermal resource is being produced from deeper formatlor.a 
shall hove an average weight of not lesa than nine and one-half 
’9-1/2) pounds per gallon. (From Old P ' 'e  17)

. .2 0  (051.02.02.020)
ULE 20. NOTIFICATION OF FIRE, BREAKS. LEAK 

OR BLOW-OUTS (As Amended by Order No. : 
80,399. Effective September 24, 1970, and Order N 
20.66.il8, Dated November 3. 1975.)

(a) (1) (Aa Added by Order No. 20-60 399. Effacv. 
September 24. 1970.) Operators ehall give immediate notice c: 
fire  ̂ leak, spill or break to the appropriate Commission Dislr 
Office by telephone or telegraph. Such notice ahetll be follow 
by a letter giving the full description of the ovent, and it sh 
include volume of crude oil, gas, geothermal resources, other w 
liquids, or associated products lost. [Farm HBi

(Letter dated September 3, 1975 from Director of Fit 
Operations: "In response to your letter of July 22, 1575 it iB t 
opinion of this office that oil spills and tank leaks which e 
wnolly contained by and confined to the immediate area by f 
wall, do not need to be reported on form H-8 cr to : 
Commission's district office.")

(2) All operators of any oil wells, gaa wellu, geothermal we. 
pipe lines, receiving tanka, storage tanka, or receiving a. 
storage receptacles into which crude oil, gas or geitherrr 
resources is produced, received, stored, or through which oil, g 
or geothermal resources ia piped .or transported, sh 
immediately notify the Commission by letter, giving hi! det; 
concerning all fires which occur at oil wells, gas we 
geothermal wells, tanks, or receptacles owned, operated 
Controlled by them or on their property, nnd all such perse 
shall immediately report ell WnkB or icccpteelea struck 
lightning and any otner fire which destroys crude oil and 
natural gas, cr geothermal resources or any of them, and eh 
immediately report by letter uny breaks or leaks in or fr. 
tanks or other receptacles and pipe lines from which oil, em 
geothermal resources ia escaping or has ascapei In all su 
reports of fires, breaks, leaks, or escapes, or othtr Occidents 
this nature, the location of the wall, tank, receptacle, or 1: 
break ehall be given by county, survey, and property. *0 th a t : 
exact location thereof car. be readily located or. the grour.c S', 
report shall likewise specify what atepa have been taxer, or t 
in progress to remedy the situation reported and shall detail
q u a n t i t y  (estimated if  n n  a r r i i r a t t  tT 'o fte- jr«rv\on« c on
nbtairea, in which cuse the report ehall show- that the satr.t 
an estimate) of oil, goe, or geotnermal resources, ioot, destroy 
or permitted to escape In case any lank or receptacle 
permitted to run over, the escape thus occurring shall 
reported as in the case of a leak. (From Old Rule 26)

(b; Ths report hereby required as to oil losses shall 
necessary only in case such oi* loss exceeds five -.5) bsrrels in ; 
aggregate. (From Old Rule 28)

(c) Any operation with respect to the pick up of pipe i. 
break oil ehall be done subject to the following provision

(1) The provisions hereafter set out shall not apply to 1 
picking up and the returning cf pipe line break oil to the p 
line from which it escaped either a t the place of the pipe 
break, or at the nearest pipe line station to the breax wh 
facilities are available to return auch oil to the pipe L 
provided, that such operations are conducted by the pipe . 
cpuraior at the lime of the pipe line break and its rep; 
provided, further, tha t such authority as is herein granted 
the picking up of pips line break oil ehall not relieve the opero 
oi such pipe line of notifying the Commission of such pipe 
break, and the furnishing to ths Commission 0: the informal 
required by the provisions set out in the first paragraph of t 
rule for reporting such pipe line breaks.

(2) (A) Any person deairing to pick up, reclaim, or salv, 
pipe lins break oil. other than as provided above, shall ob’.air 
■writing a permit before commencing operations. All appllcali. 
for permits to pick up. reclaim, or salvage auch oil shall te  nu 
in writing under oath to the District Office.

(B) Applications to pick, reclaim, or salvage pipe dr.e brr 
oil snail state the location of such oil, the location of ths br- 
in the pipe line causing the leakege of such oil, the name of -. 
pipe lins, the owner thereof, ana the date of the break.

(C) Pipe line break oi) that is not returned to the pipe 1 
from which it escaped shall be offered to the applicant to recit 
by the operator of euch pipe line but shall be charged to at 
pipe line stock account
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{ 91.505. Providing Inform ation
If a  royalty Interest owner requests information or answers to questions concerning a 

payment made pursuant to this subchapter and the request la made by certified mail, ths 
person making the payment must respond to the request by certified mall not later than 
30 day i after the request is rocelved.
Added by Acta 1985, 69th Leg., eh. 199, f 1, «ff, Sept 1,1985.

|  91.508. Exemption
If the information required by Section 91.602 of this code is provided in some other

manner on a monthly bssis, the person making the payment is not required to include the
Information on the check stub or attachm ent to the payment form.
Addod by Acts 1985, 69th Leg., ch. 199, 9 1, tt t . Sept 1, 1985.

SUBCHAPTER M. ELECTRIC LOGS [NEW]

f 91.551, Deflnlllohs
(a) In this subchapter:

(1) "Well" means a well being drilled for exploration for oil or gas or both oil and 
gas.

(2) "Electric log" means a wireline survey, except dJpmoter BurveyB and seismic 
wireline surveys, run in ur, open hole or a cased hole of a well for purposes of obtaining 
geological information.
(b) In this subchapter, "person" Includes a successor in interest.

Added by Acts 1985, 69th Leg., ch. 978, { 1, eff. Sept. 1,1985.

Section 4 of the 1985 Act provides: effective date of this Act Completion reports
"This-Aot spp!!:i only tc completion reports end application* to plug wells filed before the

snd applications to plug wslls filed with the effoctive date of this Act we governed by the
Railroad Commission of Texas on or after ths Jaw under which they were filnd, and that taw Is
effective date of this Act and to electric logs and continued in effect for that purpose."
copies of electric logs made on or sfter the

§ 91.552. Electric Logs Required to  be Filed; Criteria
(a) Except as otherwise provided by this subchapter, a t the time a person files with the 

commission a completion report for a well or, in tne case of a dry hole, an application tc 
plug a well, the person shall also file with the commission a copy of a basic electric log 
made after September 1,1065, in conjunction with the drilling of tne well that meets basic 
criteria established by the commission.

(b) The commission by rule ehall establish criteria for basic electric logs to be filed with 
the commission.
Added by Acts 1985. 09th Leg., eh. 973, { 1, eff. Sept 1, 1986.

j  91.553. Availability .of EW rtrlc Logs
(a) Except a* specifically provided by thla section, each electric log filed with the 

commission under this subchapter is not confidential and Ifl public information under 
Chapter 424, Acta of the 63rd Legislature, Regular Session, 1978 (Article 6252—17r, 
Vernon's Texas Civil Statutes).

(b) At the time an electric log ia required to be filed with the commission under Section 
91.662 of thii code, the person required to file the electric log may file a written request 
with the commission asking that the electric log remain confidential and not be mads 
available «a public information. On filing this request, the electric log or copy of the 
electric log required to be filed with the commission may be retained by the person 
required to flL> the electric log, and the electric log mBy remain iu the  possession of the 
person for the period of confidentiality and any extensions of that period. On filing of 
tho request for confidentiality, the electric log becomes confidential and remains confiden­
tial for a period of one year after the date th a t the electric log is required to be filed with 
the commission.
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(c) If  an electric log ia made confidential under Subsection (b) of this section, the person 
who is required to  file the electric log is entitled to have the period o f confidentiality
c x ta n d o d  onoft toe n i d l t f o m l  p e r io d  o f  tw o  y o A r t.  T h e  o o n im iM lo n  d u l l  g r a n t  t h i
two-year extension on w ritten request o f the person who ia required to file the electric 
jog. The written request m ust be made to the commission before the one-year period of 
confidentiality under Subsection (b) o f this section expire*.

(a; i r  an oiectnc log is maoe connacnuai under buosecuon (D) ox tnn  section and tne 
log was run in a well drilled on land submerged in state water, the person who is required 
to file the electric log Is entitled to have ths period of confidentiality extended for not 
more than two additional periods of two y ean  each. The commission ahal! g ran t the 
extension or extensions on w ritten reouest of the pereon who is required to fils the 
electric log. The written request must be made to the commission before the expiration 
of the one-year period o f  confidentiality under Subsection (b) of this section or the 
expiration of tho first extension granted under this subsection.

(e) A person required to  rile an  electric log under this section who has held the log 
during a period of confidentiality or any extensions of th a t period shall file tho log with 
the commission within 30 days a f te r  the conclusion of the period of confidentiality or the 
period of tho last extension.
Added by Acts 1886, 68th Leg., ch. 978, { 1, eli. Sept 1, 1886,

g 91.664. Availability o f  Confidential Electric Log*
If the commission requires an electric log to be filed before the expiration of a period of 

confidentiality, the commission shall make that electric log available for inspection during 
the period of confidentiality only fo:

(1) a person authorized In writing by the person who filed the electric log with the 
commission; and

(2) members of the commission and its employees in the exercise of their powers and 
duties under this code.

Added by Act* 1986, 69th Leg., ch. 978, |  1, off. 6*pt 1, 1886.

{ 91.666. M anagement an d  Storage o f Electric Log*
The commission may contract with any person for the management and storage of the 

electric logs filed with the commission.
Added by Acts 1836, 69th Leg., eh. 978, { 1, ■ it. Sept. 1, 1836.

{ 91.656. Denial of Allowable
I f  a person falla to file an electric log as required by this subchapter, the commission

may refuse to assign an allowable or a change in allowable for production from the well 
for which the electric log is required until that person files the electric log with the 
commission.
Added by Acts 1886, 68th Leg., eh 978, f 1, eft. Sept 1. 1986.

CHAPTER 92. MINERAL USE OF SUBDIVIDED LAND

See*
92.001. Purpose. 92.005. Use of Operation! Site.
92.002, Definition*. 92.006. Amendment, Reptit, or Abandonmta'.
92.008. Creation of Subdivision. 92.001, Municipal Authority.
92.004. Heanne and Order by Railroad Com-

mtiafon.

Law R eview  Commmtarie*
Predeslgnation of surfare s itu  under chapter 

92. Scott unsdown, 48 Texas Bar J. 400 (1985).'

Section 92.001. Purpose 
I t  is the finding of the legislature that the rapidly expanding population and develop­

ment of the cities and towns of th ii state and the concomitant need fo r adequate and
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A N  E C O N O M I C  A N A L Y S I S  O F  H . B .  4 1  

R e l a t i n g  T o

E X T E N D E D  C O N F I D E N T I A L I T Y  O F  O I L  A N D  G A S  W E L L  I N F O R M A T I O N

T e s t i m o n y  B e f o r e  t h e  H o u s e  F i n a n c e  C o m m i t t e e  

A l a s k a  S t a t e  L e g i s l a t u r e  

M a r c h  1 9 ,  1 9 8 7

b y

D r .  P h i l i p  E. S o r e n s e n  

P r o f e s s o r  o f  E c o n o m i c s  

F l o r i d a  S t a t e  U n i v e r s i t y

O v e r  t h e  p a s t  d e c a d e  I ’v e  h a d  t h e  p l e a s u r e  o f  v i s i t i n g  

A l a s k a  m a n y  t i m e s .  O n  e a c h  o f  t h e s e  v i s i t s ,  I ' v e  c o m e  a w a y  w i t h  

a  d e e p e r  a p p r e c i a t i o n  f o r  t h e  u n i q u e  c h a r a c t e r  o f  t h e  p e o p l e  a n d  

e n v i r o n m e n t  o f  A l a s k a .  I ' m  v e r y  h a p p y  t o  b e  h e r e  a g a i n ,  a n d  I

t h a n k  t h e  m e m b e r s  o f  t h i s  C o m m i t t e e  f o r  t h e i r  c o u r t e s y  i n

a l l o w i n g  m e  t o  p r e s e n t  m y  v i e w s  o n  t h i s  m o s t  i m p o r t a n t  q u e s t i o n .

T h e  p r o p o n e n t s  o f  H . B .  4 1  a s s e r t  t h a t  i t s  p a s s a g e  w i l l  

e x p e d i t e  o i l  a n d  g a s  e x p l o r a t i o n  a n d  p r o d u c t i o n  a n d  e n h a n c e  

c o m p e t i t i o n  f o r  l e a s e s .  B u t  i n  m y  o p i n i o n  t h e  b i l l  w i l l  h a v e  n o

b e n e f i c i a l  e f f e c t s .  I n  f a c t ,  t h e r e  i s  s t r o n g  e v i d e n c e ,  d e r i v e d

b o t h  f r o m  e c o n o m i c  t h e o r y  a n d  f r o m  t h e  r e s u l t s  o f  s e v e r a l  r e c e n t  

s t u d i e s  o f  o i l  a n d  g a s  l e a s i n g  a n d  l e a s e  d e v e l o p m e n t  w h i c h  I h a v e  

c o - a u t h o r e d ,  t h a t  e r o s i o n  o f  t h e  c u r r e n t  p r o t e c t i o n  g i v e n  t o  

w e l l  d r i l l i n g  d a t a  i n  A l a s k a ,  a s  p r o p o s e d  i n  H . B .  4 1 ,  w i l l :

1. R e d u c e  t h e  n u m b e r  a n d  s i z e  o f  b o n u s  b i d s  f o r  l e a s e s

i n . f r o n t i e r  a r e a s  i n  A l a s k a  o n  b o t h  s t a t e  a n d  

p r i v a t e  l a n d s ;

2. R e d u c e  t h e  n u m b e r  o f  w e l l s  d r i l l e d  i n  f r o n t i e r  a r e a s

w h e r e  n e a r b y  a c r e a g e  r e m a i n s  u n l e a s e d ;

3. R e d u c e  t h e  n u m b e r  o f  f i r m s  p a r t i c i p a t i n g  i n  l e a s i n g

a n d  l e a s e  d e v e l o p m e n t  i n  A l a s k a ;  a n d

4. R e d u c e  t h e  f u t u r e  l e v e l  o f  o i l  p r o d u c t i o n  i n  A l a s k a

t o g e t h e r  w i t h  a l l  a s s o c i a t e d  e c o n o m i c  b e n e f i t s  

i n c l u d i n g  s t a t e  r e v e n u e s ,  e m p l o y m e n t ,  a n d  d e v e l o p m e n t  

o f  c r i t i c a l l y  n e e d e d  i n f r a s t r u c t u r e  f a c i l i t i e s .

T h e s e  s t u d i e s  a r e  s u m m a r i z e d  i n  M e a d ,  e t  a l ., " C o m p e t i t i v e  

B i d d i n g  U n d e r  A s y m m e t r i c a l  I n f o r m a t i o n , "  T h e  R e v i e w  o f  E c o n o m i c s  

a n d  S t a t i s t i c s , A u g u s t  1 9 8 4 ;  a n d  O f f s h o r e  L a n d s ;  O i l  a n d  G a s  

L e a s i n g  a n d  C o n s e r v a t i o n  o n  t h e  O u t e r  C o n t i n e n t a l  S h e l f , P a c i f i c  

I n s t i t u t e  f o r  P u b l i c  P o l i c y  R e s e a r c h ,  1 9 8 5 .



I n  t h e  s e c t i o n s  w h i c h  f o l l o w ,  I w i l l  s u m m a r i z e  t h e  e v i d e n c e  

w h i c h  h a s  l e d  m e  t o  r e a c h  t h e  c o n c l u s i o n s  s t a t e d  a b o v e .

I. E X T E R N A L  E C O N O M I E S  I N  O I L  A N D  G A S  E X P L O R A T I O N

W h e n  a n  i n v e n t o r  d e v e l o p s  a  n e w  i d e a  o r  t e c h n i q u e  w h i c h  

r e d u c e s  t h e  c o s t  o r  i m p r o v e s  t h e  q u a l i t y  o f  a  g o o d  a n d  s e r v i c e  

s o l d  i n  a  m a r k e t ,  h e  p r o f i t s  f r o m  h i s  e f f o r t  o r  i n v e s t m e n t  o n l y  

t o  t h e  d e g r e e  t h a t  h e  i s  a b l e  t o  k e e p  o u t s i d e r s  f r o m  f r e e l y

c o p y i n g  ( o r  " f r e e - r i d i n g " )  o n  h i s  i n v e s t m e n t .  I f  t h e  b e n e f i t s  o f  

i n v e n t i v e  e f f o r t s  a r e  a l l o w e d  t o  s p i l l  o v e r  t o  i n d i v i d u a l s  o r  

f i r m s  w h o  p a y  n o t h i n g  f o r  t h e m ,  a n  " e x t e r n a l  e c o n o m y "  i s  c r e a t e d  

w h i c h  h a s  t h e  e f f e c t  o f  g r e a t l y  r e d u c i n g  i n v e n t i v e  e f f o r t s .  I n

r e c o g n i t i o n  o f  t h e  c o s t  t o  s o c i e t y  o f  d i s c o u r a g i n g  t h e  c r e a t i o n

o f  n e w  a n d  o r i g i n a l  i d e a s  a n d  i n f o r m a t i o n ,  l a w s  c r e a t i n g  p r o p e r t y  

r i g h t s  i n  i n f o r m a t i o n  a n d  i d e a s  ( s u c h  a s  p a t e n t s ,  t r a d e m a r k s ,  a n d  

c o p y w r i t e  p r o t e c t i o n )  h a v e  b e e n  a n  e s s e n t i a l  p a r t  o f  U . S .  l a w

f r o m  t h e  b e g i n n i n g  o f  o u r  R e p u b l i c .

T h e  e x t e n d e d  c o n f i d e n t i a l i t y  p r o v i s i o n s  o f  A S  3 1 . 0 5 . 0 3 5 ( c )  

a r e  f o u n d e d  o n  t h e  s a m e  p r i n c i p l e s  a s  t h e  l a w s  p r o t e c t i n g  p a t e n t s  

a n d  t r a d e  s e c r e t s .  T o  e n c o u r a g e  m a x i m u m  l e v e l s  o f  i n v e s t m e n t  i n  

e x p l o r a t o r y  d r i l l i n g  i n  f r o n t i e r  a r e a s  i n  A l a s k a ,  f i r m s  a c c e p t i n g  

t h e  r i s k s  a s s o c i a t e d  w i t h  t h e s e  i n v e s t m e n t s  h a v e  b e e n  p r o t e c t e d  

b y  s t a t e  l a w  f r o m  h a v i n g  t h e  i n f o r m a t i o n  t h e y  o b t a i n  s p i l l  o v e r  

t o  " f r e e  r i d e r s " — o t h e r  f i r m s  w h i c h  h a v e  n o t  i n v e s t e d  i n  t h e s e  

d r i l l i n g  a c t i v i t i e s .

T h e  p r o p o n e n t s  o f  H . B .  4 1  h a v e  a r g u e d  t h a t  t h e  p e o p l e  o f  

A l a s k a  w o u l d  b e n e f i t  b y  w a y  o f  h i g h e r  b o n u s  b i d s  o n  n e i g h b o r i n g  

a c r e a g e  if t h e  i n f o r m a t i o n  n o w  m a i n t a i n e d  a s  c o n f i d e n t i a l  u n d e r  

A S  3 1 . 0 5 . 0 3 5 ( c )  w e r e  s u d d e n l y  t o  b e  r e l e a s e d  ar.d m a d e  a v a i l a b l e  

t o  t h e  p u b l i c .  B u t  a  d e e p e r  a n a l y s i s  w i l l  s h o w  t h a t  t h e s e  

b e n e f i t s  w o u l d  o c c u r  ( i f  a t  a l l )  o n l y  o n c e .  I n  t h e  l o n g - r u n  t h e  

e r o s i o n  o f  t h e s e  c o n f i d e n t i a l i t y  p r o v i s i o n s  w o u l d  s e r i o u s l y  

i m p a i r ,  if  n o t  d e s t r o y ,  t h e  m o t i v e  f o r  a n y  f i r m  t o  e n g a g e  i n  

e x p l o r a t o r y  a c t i v i t y  i n  f r o n t i e r  a r e a s  i n  A l a s k a .

T o  m a k e  t h i s  p o i n t  m o r e  c l e a r ,  c o n s i d e r  t h e  l i k e l y  e f f e c t s  

o f  a  r e p e a l  o f  t h e  p a t e n t  l a w s  w h i c h  p r e s e n t l y  p r o t e c t  d r u g  

m a n u f a c t u r e r s  i n  t h e  U . S .  C e r t a i n l y  t h i s  w o u l d  l o w e r  s o m e  d r u g  

p r i c e s  a s  c o m p e t i t o r s  w o u l d  b e  p e r m i t t e d  t o  c o p y  a l l  e x i s t i n g  

d r u g  f o r m u l a s .  B u t  i s  t h e r e  a n y  q u e s t i o n  t h a t  s o c i e t y  w o u l d  b e  

g r e a t l y  h a r m e d  i n  t h e  l o n g - r u n  b y  t h i s  a c t i o n ?  W h o  w o u l d  i n v e s t  

i n  r e s e a r c h  o n  n e w  d r u g s  i f  t h e  b e n e f i t s  f r o m  s u c h  r e s e a r c h  c o u l d  

n o t  b e  c a p t u r e d  b y  i n v e n t i n g  f i r m s ?  A n d  b y  s i m i l a r  r e a s o n i n g ,  

w h o  w o u l d  i n v e s t  i n  e x p l o r a t o r y  d r i l l i n g  i n  f r o n t i e r  a r e a s  o f  

A l a s k a  i f  t h e  b e n e f i t s  o f  s u c h  i n v e s t m e n t s  c o u l d  n o t  b e  c a p t u r e d  

b y  t h e  f i r m s  d o i n g  t h e  i n v e s t i n g ?
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I n  f a c t ,  a  c o n s i d e r a b l e  p o r t i o n  o f  t h e  b e n e f i t s  p r o d u c e d  b y  

e x p l o r a t o r y  d r i l l i n g  a l r e a d y  s p i l l  o v e r  t o  o t h e r  f i r m s  a s  a  

r e s u l t  o f  a n  i n f o r m a l  n e t w o r k  o f  i n f o r m a t i o n  p r o v i d e d  b y  o i l  

s c o u t s ,  m e m b e r s  o f  t h e  d r i l l i n g  t e a m ,  a n d  o t h e r s .  O n e  s t u d y  h a s  

e s t i m a t e d  t h e  f r a c t i o n  o f  b e n e f i t s  w h i c h  s p i l l  o v e r  a s  a  r e s u l t  

o f  t h i s  i n f o r m a l  n e t w o r k  t o  b e  a b o u t  2 5  p e r c e n t .  T h i s  m e a n s  

t h a t  e v e n  u n d e r  t h e  p r o t e c t i o n  o f  c o n f i d e n t i a l i t y  s t a t u t e s  ( s u c h  

a s  t h e  o n e  i n  A l a s k a ) ,  a  f i r m  i n v e s t i n g  i n  e x p l o r a t o r y  d r i l l i n g  

w i l l  a l w a y s  p r o v i d e  a  l a r g e  i n f o r m a t i o n  s u b s i d y  t o  n o n - d r i l l i n g  

f i r m s .  T h i s  d i s c o u r a g e s  e x p l o r a t i o n  i n  f r o n t i e r  a r e a s  s i n c e  i t  

r e w a r d s  f i r m s  t h a t  w a i t  f o r  f r e e  i n f o r m a t i o n  w h i l e  i t  p e n a l i z e s  

t h o s e  w h o  c a r r y  o u t  p i o n e e r i n g  e x p l o r a t o r y  v e n t u r e s .  A n d  i f  t h e  

r e m a i n i n g  p o r t i o n  o f  i n f o r m a t i o n  b e n e f i t s  w h i c h  c a n  s t i l l  b e  k e p t  

p r o p r i e t a r y  b y  e x p l o r a t o r y  d r i l l e r s  i n  A l a s k a  w e r e  t o  b e  r e d u c e d  

( o r  e l i m i n a t e d )  b y  r e p e a l  o f  A S  3 1 . 0 5 . 0 3 5 ( c ) ,  w h a t  i n c e n t i v e  

w o u l d  r e m a i n  f o r  t h e s e  f i r m s  t o  t a k e  t h e  t r e m e n d o u s  r i s k s  t h e y  d o  

w h e n  t h e y  i n v e s t  i n  f r o n t i e r  d r i l l i n g ?

II. C O M P A R I S O N  O F  R A T E S  O F  R E T U R N  E A R N E D  I N  L E A S I N G  

A N D  L E A S E  D E V E L O P M E N T

O u r  r e c e n t l y  r e p o r t e d  s t u d i e s  o f  r a t e s  o f  r e t u r n  e a r n e d  b y  

f i r m s  w h o  w e r e  w i n n i n g  b i d d e r s  f o r  l e a s e s  i s s u e d  b y  t h e  f e d e r a l  

g o v e r n m e n t  i n  t h e  G u l f  o f  M e x i c o  o v e r  t h e  f i r s t  1 6  y e a r s  o f  O u t e r  

C o n t i n e n t a l  S h e l f  ( O C S )  l e a s e  s a l e s ,  c i t e d  a b o v e ,  s h o w  t h a t  f i r m s  

l e a s i n g  w i l d c a t  t r a c t s  e a r n e d  a n  a v e r a g e  a f t e r - t a x  r a t e  o f  r e t u r n  

o n  i n v e s t m e n t  o f  1 0 . 0 4  p e r c e n t ,  w h i l e  f i r m s  w h o  w e r e  w i n n i n g  

b i d d e r s  f o r  l e a s e s  l o c a t e d  i n  a r e a s  n e a r  t o  p r o v e n  w i l d c a t  t r a c t s  

( r e f e r r e d  t o  a s  " d r a i n a g e  t r a c t s " )  e a r n e d  h i g h e r  r a t e s  o f  r e t u r n  

o n  a v e r a g e :  1 4 . 5 9  p e r c e n t .

T h e  o v e r a l l  r a t e  o f  r e t u r n  t o  f i r m s  o n  a l l  O C S  t r a c t s  l e a s e d  

w a s  1 0 . 7 4  p e r c e n t .  T h i s  w a s  l o w e r  t h a n  t h e  r a t e  o f  r e t u r n  e a r n e d  

b y  a l l  U . S .  m a n u f a c t u r i n g  c o r p o r a t i o n s  o v e r  t h i s  s a m e  p e r i o d  o f  

y e a r s :  1 1 . 7  p e r c e n t .

T h e  p r o p o n e n t s  o f  H . B .  4 1  s u g g e s t  t h a t  t h e  l e v e l  o f  

c o m p e t i t i o n  i n  d r a i n a g e - t y p e  l e a s e  s a l e s  is r e d u c e d  b y  t h e  f a c t  

t h a t  s o m e  b i d d e r s  h a v e  i n f o r m a t i o n  a d v a n t a g e s  o v e r  o t h e r  b i d d e r s .  

B u t  o u r  s t u d y  s h o w s  t h a t  t h e  n u m b e r  o f  b i d s  c a s t  f o r  e a c h  l e a s e  

s o l d  i n  d r a i n a g e  l e a s e  s a l e s  ( 2 . 9 )  w a s  o n l y  s l i g h t l y  l o w e r  t h a n  

t h e  a v e r a g e  n u m b e r  o f  b i d s  f o r  w i l d c a t  l e a s e s  ( 3 . 2 ) .

o
S e e  P . M .  P e t e r s o n ,  " T w o  E x t e r n a l i t i e s  i n  P e t r o l e u m  

E x p l o r a t i o n , "  i n  G .  B r a n n o n  ( e d . ) ,  S t u d i e s  i n  E n e r g y  T a x  P o l i c y , 

C a m b r i d g e :  B a l l i n g e r ,  1 9 7 5 ,  p. 1 0 2 .
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F u r t h e r m o r e ,  t h o s e  f i r m s  w h i c h  h a d  " n o  i n f o r m a t i o n "  f r o m  

p r i o r  w i l d c a t  d r i l l i n g  w e r e  a b l e  t o  w i n  4 3  p e r c e n t  o f  t h e  l e a s e s  

s o l d  i n  t h e s e  s a l e s ,  a n d  t h e s e  " n o  i n f o r m a t i o n "  f i r m s  w e r e  a b l e  

t o  e a r n  a  2 5  p e r c e n t  h i g h e r  r a t e  o f  r e t u r n  o n  t h e s e  d r a i n a g e  

l e a s e s ,  o r  a v e r a g e ,  t h a n  w a s  e a r n e d  o n  w i l d c a t  l e a s e s  i n  t h e  s a m e  

O C S  a r e a s  o v e r  t h i s  s a m e  t i m e  p e r i o d .

T h e s e  f a c t s  l e n d  s u p p o r t  t o  t h e  c o n c l u s i o n  t h a t  a  g r e a t  d e a l  

o f  i n f o r m a t i o n  i s  a v a i l a b l e  t o  " n o  i n f o r m a t i o n "  b i d d e r s  i n  l e a s e  

s a l e s  o f  a c r e a g e  l o c a t e d  n e a r  w i l d c a t  t r a c t s  w h i c h  h a v e  

p r e v i o u s l y  b e e n  d r i l l e d  o n ,  a n d  t h i s  i n f o r m a t i o n  i s  u s e d  t o  t h e  

a d v a n t a g e  o f  s u c h  b i d d e r s  i n  t h e s e  s a l e s .

T o  s u m m a r i z e  o u r  f i n d i n g s  r e g a r d i n g  r a t e s  o f  r e t u r n ,  it 

m i g h t  a p p e a r  t h a t  w i n n e r s  o f  d r a i n a g e  l e a s e s  o n  t h e  O C S  e a r n  

h i g h e r  t h a n  n o r m a l  r a t e s  o f  r e t u r n  o n  t h e s e  l e a s e s .  B u t  t h i s  

a p p e a r a n c e  i s  d e c e p t i v e .  I n  f a c t ,  b i d d e r s  i n  w i l d c a t  l e a s e  s a l e s  

e x p e c t  t o  e a r n  l o w e r - t h a n - n o r m a l  r a t e s  o f  r e t u r n  o n  t h e s e  l e a s e s  

i n  t h e  p r o s p e c t  o f  b e i n g  a b l e  t o  r e c o v e r  p a r t  o r  a l l  o f  t h e i r  

i n v e s t m e n t  f r o m  t h e  i n f o r m a t i o n  t h e y  o b t a i n  t h r o u g h  e x p l o r a t o r y  

d r i l l i n g .  O v e r a l l ,  f o r  w i l d c a t  a n d  d r a i n a g e  l e a s e s  c o m b i n e d ,  t h e y  

e a r n  a  n o r m a l ,  c o m p e t i t i v e  r a t e  o f  r e t u r n .

A  m a j o r  c o n c l u s i o n  o f  o u r  s t u d y  i s  t h a t  b i d d e r s  i n  w i l d c a t  

l e a s e  s a l e s  d e t e r m i n e  t h e  l e v e l s  o f  t h e i r  b o n u s  b i d s  o n  t h e  b a s i s  

o f  t w o  v a r i a b l e s :  t h e  e x p e c t e d  n e t  p r o d u c t i o n  v a l u e  o f  t h e

w i l d c a t  l e a s e  i t s e l f ,  a n d  t h e  e x p e c t e d  v a l u e  o f  t h e  i n f o r m a t i o n  

t h e y  w i l l  b e  a b l e  t o  g a i n  a s  a  r e s u l t  o f  d r i l l i n g  o n  t h e  w i l d c a t  

l e a s e .  T h i s  m e a n s  t h a t  i f  l e s s e e s  o f  w i l d c a t  t r a c t s  a r e  d e n i e d  

t h e  o p p o r t u n i t y  t o  c a p t u r e  t h e  i n f o r m a t i o n  t h e y  o b t a i n  t h r o u g h  

e x p l o r a t o r y  d r i l l i n g  o n  t h e s e  t r a c t s ,  t h e y - w i l l  l o w e r  t h e i r  b o n u s  

b i d s  b y  a n  a m o u n t  e q u a l  t o  t h e  v a l u e  o f  t h e  i n f o r m a t i o n  t h e y  c a n  

n o  l o n g e r  c a p t u r e .

•
R e l a t i n g  t h i s  c o n c l u s i o n  t o  t h e  s i t u a t i o n  i n  A l a s k a ,  i f  t h e  

c o n f i d e n t i a l i t y  o f  w e l l  d r i l l i n g  i n f o r m a t i o n  i s  e r o d e d ,  a s  w o u l d  

h a p p e n  t h r o u g h  p a s s a g e  o f  H . B .  4 1 ,  t h e  v a l u e  o f  w i l d c a t  ( o r  

f r o n t i e r )  a c r e a g e  i n  A l a s k a  w i l l  b e  g r e a t l y  r e d u c e d .  A s  a 

r e s u l t ,  b i d d e r s  w i l l  r e d u c e  t h e  s i z e  o f  a n y  b o n u s  b i d s  o f f e r e d  

f o r  s u c h  a c r e a g e .  A n d  i n  m a n y  c a s e s ,  s i n c e  t h e  v a l u e  o f  w i l d c a t  

l e a s e s  i n  f r o n t i e r  a r e a s  i n  A l a s k a  i s  b a s e d  a l m o s t  e n t i r e l y  o n  

t h e  p o t e n t i a l  t o  o b t a i n  i n f o r m a t i o n  o f  p o s s i b l e  v a l u e  i n  l a t e r  

l e a s e  s a l e s ,  H . B .  4 1  w i l l  h a v e  t h e  p e r v e r s e  r e s u l t  t h a t  n o  b i d s  

a t  a l l  w i l l  b e  o f f e r e d  f o r  m a n y  l e a s e s  i n  f r o n t i e r  a r e a s  a n d  n o  

i n v e s t m e n t s  i n  w e l l  d r i l l i n g  w i l l  b e  m a d e  i n  t h e s e  a r e a s .

S i n c e  t h e  i m p a c t  o f  H . B .  4 1  w i l l  b e  f e l t  n o t  o n l y  i n  r e s p e c t  

t o  s t a t e  l a n d s  b u t  a l s o  b y  t h e  o w n e r s  o f  p r i v a t e  l a n d s  i n  A l a s k a  

( m a i n l y  N a t i v e  C o r p o r a t i o n s  o r  V i l l a g e s ) ,  t h e  p r o p o s e d  s t a t u t e  

w i l l  s e r i o u s l y  d a m a g e  t h e  p r o s p e c t s  f o r  l e a s i n g  a n d  d e v e l o p i n g  

s u c h  l a n d s .



0

T h i s  p o i n t  d e s e r v e s  e m p h a s i s :  H . B .  4 1  w i l l  h a v e  t h e  s a m e

n e g a t i v e  i m p a c t  o n  p r i v a t e  l a n d o w n e r s  a s  i t  w i l l  h a v e  o n  s t a t e  

l a n d s ,  r e d u c i n g  o r  e l i m i n a t i n g  b o n u s  b i d s  f o r  l e a s e s  i n  f r o n t i e r  

a r e a s  a n d  g r e a t l y  l o w e r i n g  t h e  c h a n c e s  t h a t  s u c h  l a n d s  w i l l  e v e r  

b e  d e v e l o p e d .

I I I .  A L T E R N A T I V E  P O L I C I E S  F O R  D E A L I N G  W I T H  E X T E R N A L  E C O N O M I E S  

I N  E X P L O R A T O R Y  D R I L L I N G

E c o n o m i s t s  n o w  r e c o g n i z e  t h e  f a c t  t h a t  i n f o r m a t i o n  s p i l l ­

o v e r s  ( o r  e x t e r n a l  e c o n o m i e s )  i n  e x p l o r a t o r y  d r i l l i n g  h a v e  t h e  

e f f e c t  o f  r e d u c i n g  t h e  l e v e l  o f  e x p l o r a t o r y  d r i l l i n g  b e l o w  t h a t  

w h i c h  i s  o p t i m a l  f o r  s o c i e t y .  T o  d e a l  w i t h  t h i s  p r o b l e m ,  t h e y  

h a v e  r e c o m m e n d e d  a  n u m b e r  o f  p o l i c i e s ,  a n y  o f  w h i c h  m i g h t  b e  

c o n s i d e r e d  b y  t h e  S t a t e  o f  A l a s k a  f o r  i t s  f r o n t i e r  l a n d s :

1. T a x  b r e a k s  f o r  e x p l o r a t o r y  d r i l l i n g .

2. G o v e r n m e n t  s u b s i d i e s  f o r  e x p l o r a t o r y  d r i l l i n g .

3. L e a s i n g  i n  f r o n t i e r  a r e a s  u s i n g  h u g e  l e a s e  b l o c k s .

4. D r i l l i n g  i n  f r o n t i e r  a r e a s  b y  t h e  g o v e r n m e n t .

5. F o r c i n g  b u y e r s  o f  l e a s e s  i n  d r a i n a g e - t y p e  l e a s e

s a l e s  t o  s h a r e  i n  t h e  c o s t s  o f  p r i o r  e x p l o r a t o r y  

d r i l l i n g  d o n e  b y  o t h e r  f i r m s  o n  n e a r b y  w i l d c a t  

a c r e a g e .

A s  c a n  b e  s e e n ,  a l l  o f  t h e s e  p r o p o s e d  p o l i c i e s  w o u l d  b e  f a r  

m o r e  c o s t l y  t o  t h e  s t a t e  a n d  i n v o l v e  a  m u c h  g r e a t e r  b u r e a u c r a t i c  

i n v o l v e m e n t  i n  l e a s i n g  a n d  l e a s e  d e v e l o p m e n t  t h a n  t h e  p r e s e n t  

s y s t e m  o f  p r o t e c t i n g  t h e  i n v e s t m e n t s  m a d e  b y  e x p l o r a t o r y  d r i l l e r s  

i n  A l a s k a  t h r o u g h  e x t e n d e d  c o n f i d e n t i a l i t y  o f  w e l l  d r i l l i n g  d a t a .

IV. T H E  U N I Q U E N E S S  O F  A L A S K A

It h a s  b e e n  a r g u e d  t h a t  A l a s k a  s h o u l d  r e d u c e  t h e  t i m e  p e r i o d  

p e r m i t t e d  f o r  m a i n t a i n i n g  t h e  c o n f i d e n t i a l i t y  o f  w e l l  d r i l l i n g  

d a t a  f o r  t h e  r e a s o n  t h a t  o t h e r  s t a t e s  h a v e  s h o r t e r  t i m e  p e r i o d s  

d u r i n g  w h i c h  s u c h  c o n f i d e n t i a l i t y  i s  m a i n t a i n e d .  I t  s h o u l d  b e  

n o t e d ,  h o w e v e r ,  t h a t  a l l  f o u r  o f  t h e  t o p  o i l  p r o d u c i n g  s t a t e s  i n  

t h e  U . S .  ( T e x a s ,  A l a s k a ,  L o u i s i a n a ,  a n d  C a l i f o r n i a )  h a v e  

p r o v i s i o n s  i n  l a w  f o r  e x t e n d i n g  t h e  p r o t e c t i o n  o f  c o n f i d e n t i a l i t y  

b e y o n d  t w o  y e a r s .

M o r e  i m p o r t a n t ,  i t  i s  n o t  r e a l l y  a p p r o p r i a t e  t o  c o m p a r e  t h e  

s i t u a t i o n  i n  A l a s k a  w i t h  t h e  s i t u a t i o n  i n  A l a b a m a ,  M i c h i g a n ,  o r  

N o r t h  D a k o t a .  T h e  a v e r a g e  c o s t  p e r  f o o t  o f  o n s h o r e  w e l l s  d r i l l e d  

i n  A l a s k a  i n  1 9 8 5  w a s  m o r e  t h a n  f o u r  t i m e s  a s  g r e a t  a s  f o r  t h e  

U . S .  a s  a  w h o l e .  A n d  f o r  w e l l s  i n  t h e  c a t e g o r y  b e t w e e n  1 5 , 0 0 0
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a n d  1 7 , 5 0 0  f e e t ,  t h e  c o s t  I n  A l a s k a  w a s  o v e r  1 3  t i m e s  a s  g r e a t  a s  

t h e  a v e r a g e  f o r  t h e  U . S .

F u r t h e r m o r e ,  A l a s k a ' s  h a r s h  c l i m a t e ,  t h e  r e m o t e n e s s  o f  i t s  

l o c a t i o n ,  t h e  l a c k  o f  d e v e l o p e d  s y s t e m s  f o r  t r a n s p o r t i n g  d r i l l i n g  

g e a r  a n d  m a t e r i a l s  i n t o  i n t e r i o r  a n d  p r o d u c t i o n  t o  m a r k e t s ,

a n d  t h e  d e l a y s  a n d  u n c e r t a i n t y  V c h  h a v e  s u r r o u n d e d  l e a s i n g  

s c h e d u l e s  i n  t h e  s t a t e — a l l  t h e s e  f a c t o r s  m a k e  A l a s k a  a  u n i q u e  

l e a s i n g  a n d  d r i l l i n g  e n v i r o n m e n t .  T h e  a v e r a g e  c o s t  o f  o b t a i n i n g  

e x p l o r a t o r y  w e l l  i n f o r m a t i o n  i n  A l a s k a  f a r  e x c e e d s  t h a t  o f  a n y  

o t h e r  p r o d u c i n g  s t a t e .  A n d  b e c a u s e  o f  t h e  l o n g  l e a d  t i m e s  

i n v o l v e d ,  t h e  v a l u e  o f  t h a t  i n f o r m a t i o n  r e m a i n s  h i g h  f o r  m a n y  

y e a r s  f o l l o w i n g  t h e  d r i l l i n g  o f  a n  e x p l o r a t o r y  w e l l .  F o r  t h e s e  

r e a s o n s ,  t h e  i m p a c t  o f  H . B .  4 1  w o u l d  b e  d e v a s t a t i n g  i n  A l a s k a  

e v e n  t h o u g h  s i m i l a r  s t a t u t e s  m i g h t  h a v e  l i t t l e  i m p a c t  i n  o t h e r  

s t a t e s .

H . B .  4 1  i s  a n  e x e r c i s e  i n  w i s h f u l  t h i n k i n g .  I t  a s s u m e s  t h a t  

i n f o r m a t i o n  i s  a  f r e e  g o o d ,  a n d  t h a t  f u t u r e  w i l d c a t  e x p l o r a t i o n  

a n d  d r i l l i n g  w i l l  n o t  b e  a f f e c t e d  b y  c h a n g e s  i n  t h e  t i m e  p e r i o d  

d u r i n g  w h i c h  t h e  c o n f i d e n t i a l i t y  o f  w e l l  d r i l l i n g  d a t a  f r o m  

f r o n t i e r  a r e a s  i s  m a i n t a i n e d .  A s  a  r e s u l t ,  it p r o p o s e s  t o  r e l e a s e  

s u c h  d a t a  a t  a n  e a r l i e r  t i m e  i n  t h e  h o p e  o f  i n c r e a s i n g  t h e  b i d

v a l u e s  o f  l e a s e s  s o l d  i n  s u b s e q u e n t  s a l e s  i n  t h e  s a m e  a r e a .  B u t

t h e  e s s e n t i a l  i s s u e  f o r  A l a s k a  s h o u l d  b e  t o  e n h a n c e  t h e  p r o s p e c t s  

f o r  w i l d c a t  l e a s i n g  a n d  l e a s e  d e v e l o p m e n t  i n  t h e  s t a t e . I f  

f r o n t i e r  a c r e a g e  i n  A l a s k a  i s  n o t  l e a s e d  a n d  n o t  e x p l o r e d ,  t h e r e  

w i l l  b e  n o  s u b s e q u e n t  l e a s e  s a l e s ,  n o  s u b s e q u e n t  b o n u s  r e v e n u e s ,  

n o  s u b s e q u e n t  p r o d u c t i o n .

G i v e n  t h e  c u r r e n t  e c o n o m i c  c l i m a t e  f o r  t h e  o i l  i n d u s t r y  i n  

t h e  U . S .  ( a n d  t h e  e v e n  m o r e  g r a v e  p r o b l e m s  f a c i n g  f u t u r e  o i l

e x p l Q r a t i o n  i n  A l a s k a ) , i t  w o u l d  b e  a  d a n g e r o u s  e r r o r  f o r  t h e

s t a t e  t o  f u r t h e r  i m p a i r  t h e  e c o n o m i c  r a t i o n a l e  f o r  e x p l o r a t o r y  . 

d r i l l i n g  i n  f r o n t i e r  a r e a s .  I a m  c o n v i n c e d  t h a t  H . B .  4 1  w o u l d  b e  

a  s e r i o u s  m i s t a k e  f o r  A l a s k a .  I u r g e  t h a t  it n o t  b e  a d o p t e d .

6

5
A m e r i c a n  P e t r o l e u m  I n s t i t u t e ,  1 9 8 5  J o i n t  A s s o c i a t i o n  S u r v e y  

o n  D r i l l i n g  C o s t s . T a b l e s  2, 4, 6 ,  a n d  7.



D r .  P h i l i p  E .  S o r e n s e n  i s  P r o f e s s o r  o f  E c o n o m i c s  a t  F l o r i d a  

S t a t s  U n i v e r s i t y ,  T a l l a h a s s e e .  H e  i s  c u r r e n t l y  o n  l e a v e  a s  

V i s i t i n g  P r o f e s s o r  o f  E c o n o m i c s  a t  t h e  U n i v e r s i t y  o f  C a l i f o r n i a ,  

S a n t a  B a r b a r a .  H e  r e c e i v e d  h i s  M a s t e r ' s  D e g r e e  i n  E c o n o m i c s  a t  

U t a h  S t a t e  U n i v e r s i t y  a n d  h i s  F h .  D .  i n  E c o n o m i c s  a t  t h e  

U n i v e r s i t y  o f  C a l i f o r n i a ,  B e r k e l e y .

D r .  S o r e n s e n  i s  t h e  a u t h o r  o f  n u m e r o u s  a r t i c l e s  a n d  b o o k s  o n  

t h e  p e t r o l e u m  i n d u s t r y ,  p u b l i s h e d  o v e r  t h e  p a s t  2 0  y e a r s .  O n e  

m a j o r  a r e a  o f  h i s  r e s e a r c h  h a s  f o c u s e d  o n  p o l i c y  q u e s t i o n s  

r e l a t i n g  t o  e x p l o r a t i o n ,  l e a s i n g ,  a n d  t a x a t i o n  o f  c r u d e  o i l  

p r o d u c t i o n .  I n  1 9 8 5 ,  h e  c o - a u t h o r e d  t h e  w i d e l y - c i t e d  b o o k  

e n t i t l e d ,  O f f s h o r e  L a n d s :  O i l  a n d  G a s  L e a s i n g  a n d  C o n s e r v a t i o n

o n  t h e  O u t e r  C o n t i n e n t a l  S h e l f . T h i s  b o o k ,  a m o n g  o t h e r  t o p i c s ,  

s t u d i e d  t h e  q u e s t i o n  o f  o p t i m a l  g o v e r n m e n t  p o l i c y  t o w a r d  

i n f o r m a t i o n  g e n e r a t e d  b y  f i r m s  d r i l l i n g  w e l l s  i n  f r o n t i e r  ( o r  

w i l d c a t )  a r e a s .  T h e  p o l i c y  c o n c l u s i o n s  r e p o r t e d  i n  t h i s  b o o k  a r e  

b a s e d  u p o n  o n e  o f  t h e  l a r g e s t  e m p i r i c a l  s t u d i e s  o f  t h e  e c o n o m i c s  

o f  o i l  a n d  g a s  d r i l l i n g  a n d  p r o d u c t i o n  e v e r  c o m p l e t e d .

D r .  S o r e n s e n  h a s  s e r v e d  a s  a  c o n s u l t a n t  o n  e n e r g y  a n d  

e n v i r o n m e n t a l  i s s u e s  t o  t h e  D e p a r t m e n t  o f  J u s t i c e ,  t h e  S t a t e  

D e p a r t m e n t ,  t h e  D e p a r t m e n t  o f  I n t e r i o r ,  t h e  D e p a r t m e n t  o f  

C o m m e r c e ,  a n d  t h e  s t a t e s  o f  C a l i f o r n i a ,  F l o r i d a ,  a n d  W a s h i n g t o n .



S T A T E M E N T  OF  S T A N D A R D  A L A S K A  P R O D U C T I O N  C O M P A N Y  

C S  f o r  H o u s e  B i l l  N o - 41  ( F i n a n c e )

T h e  m o s t  r e c e n t  v e r s i o n  o f  HB 4 1  a l l o w s  t h e  D e p a r t m e n t  o f  N a t u r a l  

R e s o u r c e s  a c c e s s  t o  d a t a  f r o m  w e l l s  h e l d  c o n f i d e n t i a l  b y  t h e  

A l a s k a  O i l  a n d  G a s  C o n s e r v a t i o n  C o m m i s s i o n , w i t h o u t  d i s t i n g u i s h i n g

B E T W E E N  P R I V A T E  O R  S T A T E  L A N D S -  W H I L E  S T A N D A R D  D O E S  N O T  O B J E C T  

T O  T H I S  P R O V I S I O N  W I T H  R E S P E C T  T O  W E L L S  D R I L L E D  ON L A N D S  B E L O N G I N G

t o  t h e  S t a t e , S t a n d a r d  b e l i e v e s  t h e r e  i s  n o  l e g i t i m a t e  b a s i s  f o r

A L L O W I N G  T H E  D E P A R T M E N T  OF N A T U R A L  R E S O U R C E S  A C C E S S  T O  D A T A  F R O M  

P R I V A T E  L A N D S -

T h e  S t a t e  a n d  p r i v a t e  l a n d o w n e r s  a r e  c o m p e t i t o r s  i n  s e l l i n g  o i l

A N D  GAS L E A S E S -  T H E  S T A T E  S H O U L D  N O T  BE A L L O W E D  T O  A C Q U I R E  

V A L U A B L E  C O M M E R C I A L  D A T A  F R O M  P R I V A T E  L A N D S  U N D E R  T H E  G U I S E  OF 

D I S C H A R G I N G  S T A T U T O R Y  D U T I E S  T O  D E V E L O P  L A N D S  B E L O N G I N G  T O  IT-

S t a n d a r d  b e l i e v e s  t h a t  s u c h  a c t i o n  w o u l d  b e  t a k i n g  o f  p r i v a t e

P R O P E R T Y  A N D  N O T  S U P P O R T A B L E  U N D E R  T H E  D U T I E S  A S S I G N E D  T O  T H E

D e p a r t m e n t  o f  N a t u r a l  R e s o u r c e s  b y  s t a t u t e -

S t a n d a r d  a l s o  q u e s t i o n s  t h e  l a n g u a g e  i n  t h e  n e w  d r a f t  o f  HB 41

W H I C H  A L L O W S  I N F O R M A T I O N  F R O M  E X P L O R A T O R Y  O R  S T R A T E G R A P H I C  T E S T  

W E L L S  T O  B E C O M E  P U B L I C  A F T E R  1 9 9 1 -  WE H A V E  T E S T I F I E D  P R E V I O U S L Y  

T H A T  A L L O W I N G  T H I S  T Y P E  O F  I N F O R M A T I O N  T O  B E C O M E  A V A I L A B L E  T O  

C O M P E T I T O R S  W I L L  M O S T  A S S U R E D L Y  D A M P E N  I N T E R E S T  IN E X P L O R A T O R Y  

D R I L L I N G -  T h e r e  w i l l  b e  F E W E R  e x p l o r a t o r y  w e l l s  d r i l l e d  A F T E R  

1 9 9 1  IF T H I S  P R O V I S I O N  IS E N A C T E D  I N T O  LAW-
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Representative A1 Adams
Chairman |
House Finance Committee 
Alaska State Legislature 
Pouch V
Juneau, Alaska 99811 

Re: House Bill 41

Dear Representative Adams:

The Arctic Slope Regional Corporation (ASRC) is concerned 
with the State of Alaska’s potential position on exploratory well 
data confidentiality and, in particular, proposed House Bill 41. 
Under the current confidentiality statute, AS 31.05.035(c), a 
landowner or lessee has the ability to keep well data 
confidential beyond the basic 24 or 25 month period. To remove 
this protection as proposed in HB 41 would be detrimental to and 
damage the property interests of private landowners.

ASRC, one of the 12 regional Native corporations created 
under ANCSA, is a large landowner on the North Slope with both 
leased and unleased acreage. Of approximately 4.5 million acres 
of land owned by ASRC, including subsurface only lands, about 
one-third is leased to major oil companies. Where wells have 
been drilled on our lands, information is developed that can have
significant impacts on the future of that acreage as well as
lands near thereto. Controlling and keeping that information 
confidential is a critical part of our private property interest.

A S R C 's primary concern is that application of the amendment 
proposed by HB 41 will constitute an unconstitutional taking of 
AS RC's private property. The confidentiality statute may be 
enacted under two different basis of authority, one, is the 
State as landowner, which applies only to state leases. Second, 
is the state as regulator, acting as the sovereign pursuant to 
its general police powers on ail leases in the state. In ASRC's 
situation, where it is the owner of the acreage involved, only
the second rational can be used and is discussed here.

ANAKTUVUK PASS ATKASOOK BARROW KAKTOVIK NUIQSUT PT. HOPE PT. LAY WAINWRIQHT



2 907 276 4213 « 3 c C 4M C H 0 * ̂ 6 E

The exploratory well data of ASRC and its lessees is private 
property that has considerable value. The value is due to the 
exclusivity of information and knowledge about an area; this 
information is usually costly to obtain. To "regulate" the 
data's disclosure too soon after its development, so as to make 
it readily available to anyone, destroys the value of that 
information. This is a "taking" of that property by the state in 
violation of state and federal constitutional guarantees of due 
process. Certainly, the government could buy private well data 
information and pay value for it. However, to force its 
disclosure, by removal of the confidentiality protections upon 
which it was filed with the state, is an unconstitutional taking 
of private property.

There is no justifiable state objective in removal of the 
confidentiality and release of the data that can overcome this 
private property right. There may be some acceptable objective 
in requiring the data's initial filing on a confidential basis in 
the purposes set forth for Chapter 31.05. However, these 
objectives do not justify the data's nonvoluntary release. An 
additional troublesome aspect of the change proposed by HB 41 is 
its application to past filings under the current statute. To 
change the law applicable to previously filed data exacerbates 
the taking problem and would be a further violation of state 
Constitutional protections.

To the extent this change is to be applied to or directed at 
private lands, it would be unconstitutional. In fact, any 
nonvoluntary forced disclosure of well data on private lands even 
under the existing statute, would be a violation of 
constitutionally protected rights. We request that the 
disclosure of exploratory well data under Chapter 31.05 in the 
current statute or as amended be clarified to state that it does 
not apply to exploratory wells on private property.

Thank you for your consideration of our concerns on this 
matter.

sincerely

A NAL CORPORATION

Jaf/ob Adams 
President



Louisiana

Maine

Maryland

Massachusetts

Michigan

Minnesota

Mississippi

Missouri

Montana

Nebraska

Nevada

New Hampshire 

New Jersey 

New Mexico 

New York

North Carolina

North Dakota

Upon written request; (Act A of the Extraordinary Session of 
1973) wells shallower than 15,000 feet— one year with a 
one-year extension; Act 691 of the Regular Session of 
1979— offshore logs, upon written request— two years with a 
tmovyaas extension.

S5A9-B (13) - Annual Report kept confidential indefinitely 
pursuant to Title 1, Section A08.

No automatic time period. Reports required in 30 days.
They can be held confidentia l at the specific request of the 
operator.

N/A.

S319.6 (d) and R299.1311 provide for 90 days after 
completion of drilling upon written request.

N/A.

S53-1-33 - Thirty days after completion of well. Other 
regulations - for six months if so requested. Eighteen 
months for stratigraphic tests.

S259.070 (c) - six months. Other - one year if requested.

S82-11-123 (2) - Six months following completion for 
exploratory and wildcat wells; S82-ll-125(2) - three years 
following completion for stratigraphic tests.

S57-905 (3)(i) - for 12 months upon written request.

S38.28A, Ch. 522, 522.0A0(2) - six montns for exploratory or 
"wildcat" wells; other - may be extended for a series of 
wells.

N/A.

N/A.

Ninety days if requested.

Logs kept confidential upon request and upon provision of 
substantiation for confidentiality acceptable to the 
Department.

For one year upon request of operator. Extensions of this 
confidentiality are allowed up to a maximum of 1 year at the 
discretion of the Department.

S38-08-0A (6) - six months if requested.

Ohio S1509.10 - six months after completion; longer if granted by 
the Chief of the Division of Oil 4 Gas in writing.



Oklahoma

Oregon

Pennsylvania 

Rhode Island

Held confidential for one year only if filed within 60 days 
after completion of log; optional six months' extension.

S520.095 (2) - two years after completion. May be extended 
by State Geologist for tine considered reasonable to protect 
econoawc.interests of lessee.

One year for annual reports, which may be extended fee. four 
years.

N/A.

South Carolina S405. (c)(1)(ii) - twelve months after completion of well 
except for logs required under "Gas Operations Well - 
Drilling Petroleum and Coal Mining Act".

South Dakota 

Tennessee

Texas

Utah

Vermont

Virginia

Washington

West Virginia

Wisconsin

Wyoming

Six months, if requested in writing.

Six months from date of drilling to total depth upon written 
request of permittee (1040-2-10-.05).

On request, one 6-month extension of the time limit for 
the filing of a log with discovery application may be 
granted for good cause.

S40-6Q-4 (l)(b) - six months on request.

S505 (b)(2) - two years on request with an additional year's 
extension with proof of special circumstances.

Rule 15, Sec. 45.1-113. Test wells for one year - maximum 
of three years; other data for 90 days. S45.1-332 - two 
years for an exploratory well if certified as such in 
writing.

S78.52.260 - twelve months for exploratory well data if 
requested at time of filing.

One year, additionally to three total years for good cause. 

N/A.

S30-5-104 - for six months if requested.

SOURCES

Interstate Oil Compact Commission. Summary of State Statutes and 
Regulations for Oil and Gas Production. 1986

Myers, Raymond M. The Law of Pooling and Unitization, Voluntary - 
Compulsory. Volumes 2 4 3, Rev. December, 1986.
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Offered: 3/6/87
Referred: Finance

5-0305B

Original sponsors: Brown, Koponen
and Goll

1 IN THE HOUSE BY THE RESOURCES COMMITTEE

2 CS FOR HOUSE BILL NO. 41 (Resources)

3 IN THE LEGISLATURE OF THE STATE OF ALASKA

4 FIFTEENTH LEGISLATURE - FIRST SESSION

5 A  B ILL

6 For an Act entitled: "An Act relating to the confidentiality of certain

7 oil and gas information; and providing for an effec-

8 tive date."

9 BE IT ENACTED BY THE LEGISLATURE OF TH E  STATE OF ALASKA:

10 * Section 1. LEGISLATIVE FINDINGS. (a) The legislature finds that

11 (1) the best interests of the state will be served if oil and

12 gas well data and information are not held confidential for periods longer

13 than two years;

14 (2) increasing the amount of oil and gas well data and informa-

15 tion available to citizens of the state and to the state's oil and gas

16 industry will improve competition and encourage more companies to become

17 involved in oil and gas exploration and produ c t i on  in the state;

18 (3) the predictable release of oil and gas well data and infor-

19 mation will expedite oil and gas exploration and production and enhance the

20 state's economic interests;

21 (4) drilling operations will be safer and more efficient if oil

22 and gas well data and information are available from nearby wells; and

23 (5) a better overall understanding of Alaska's subsurface

24 resources and geology will be promoted if oil and gas well data and infor-

25 mation are made available to the public.

26 * Sec. 2. AS 31.05.035(c) is amended to read:

27 (c) The reports and information required in (a) of this section

28 shall be kept confidential for 24 months following the 30-day filing

29 period unless the owner of the well gives written permission to

HB0041B -1- CSHB 4 1 (Res)



1 release the reports and information at an earlier date. If the com-

2 m i s s i o ne r  of natural resources finds that the required reports and

3 information filed under (b ) of this section b e fore J u ly 1. 1987,

4 contain significant information relating to the valuation of unleased

5 land in the same vicinity, the commissioner shall keep the reports and

6 information confidential for a reasonable time after the disposition

7 of all affected unleased land, unless the owner of the well gives

8 writ t e n  permission to release the reports and information at an

9 earlier date. Well location, depth, status and production data and

10 production reports required by the commission to be filed subsequent

11 to the 30-day filing period is [SHALL BE CONSIDERED] public informa-

12 tion and may [SHALL] not be classified confidential. Production data,

13 as used in this subsection, means volume, gravity^ and gas-oil ratio

14 of all production of oil or gas after the well begins regular produc-

15 tion.

16 * Sec. 3. This Act takes effect July 1, 1987.

#

CSHB 41(Res) -2- HB0041B



5-0305A

Introduced: 1/19/87
Referred: Resources and
Finance

1 IN THE HOUSE BY BROWN AND KOPONEN

2 HOUSE BILL NO. 41

3 IN THE LEGISLATURE OF THE STATE OF A LASKA

4 FIFTEENTH LEGISLATURE - FIRST SESSION

5 A  BILL

6 For an Act entitled: "An Act relating to the confidentiality of certain

7 oil and gas information."

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

9 * Section 1. AS 31.05.035(c) is amended to read:

10 (c) The reports and information required in (a) of this section

11 shall be kept confidential for 24 months following the 30-day filing

12 period unless the owner of the well gives written permission to re-

13 lease the reports and information at an earlier date. [IF THE COMMIS-

14 SIONER OF NATURAL RESOURCES FINDS THAT THE REQUIRED REPORTS AND INF0R-

15 MATION CONTAIN SIGNIFICANT INFORMATION RELATING TO THE VALUATION OF

16 UNLEASED LAND IN THE SAME VICINITY, THE COMMISSIONER SHALL KEEP THE

17 REPORTS AND INFORMATION CONFIDENTIAL FOR A REASONABLE TIME AFTER THE

18 DISPOSITION OF ALL AFFECTED UNLEASED LAND, UNLESS THE OWNER OF THE

19 WELL GIVES WRITTEN PERMISSION TO RELEASE THE REPORTS AND INFORMATION

20 AT AN EARLIER DATE.] Well location, depth, status and production data

21 and production reports required by the commission to be filed subse-

22 quent to the 30-day filing period is [SHALL BE CONSIDERED] public

23 information and may [SHALL] not be classified confidential.

24 Production data, as used in this subsection, means volume, gravity^

25 and gas-oil ratio of all production of oil or gas after the well

26 begins regular production.

HB0041A -1- HB 41
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• g Dat e referred: 4/8/87 FURTHER REFERRALS:
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Finance
Committee has considered

DATE: ^ 1 ^ 9 1
HB 44

The

"An Act relating to motor vehicle liability insurance and the insurance 
requirements for obtaining and maintaining motor vehicle registration? and 
providing for an effective date."

RECCMHKBDS:

] replace with p.s
attached amendment(s)

Kj, ] do pass

[ ] do not pass

[ ] no recommendation

[ ] individual recommendations

[ ] additional referral to the

[ ] the same title

] a new titlec / :

Committee

ADOPTS; [ ] letter of intent

ATTACHES H E W  FISCAL NOTE(s) : 

[̂ jL] fiscal impact 

[ ] zero fiscal note 

[ ] zero with analysis

[ ] same as previous fiscal note

published ______________________

[ ] same as previous zero fiscal

note published ________________

SIGNING OTHER RECOMMENDATIONS:

Chairman's signature



R E Q U E S T :
BUI V ersion: C S H B  4 4  (FIN)

Publish D a te : _______________________

STATE OF ALASKA 1987 LEGISLATIVE SESSION
FISCAL NOTE

Revision D a te :_______________________________
T id e : _  re: m o t o r  vehi c l e  liability

in s urance and vehicle..
S ponso r: O nnlev

R equestor: House Finance

Agency Affected:
B R U :______ Mo t o r  Vehicles

.Public. Safety

Components : Field Services

E X P E N D IT U R E S /R E V E N U E S : (Thousands o f DoUars)

OPERATING FY 87 FY 88 FY 89 FY 90 FY 91 FY 92
PERSONAL SERVICES
TRAVEL
CONTRACTUAL
SUPPLIES
EQUIPMENT
LAND & STRUCTURES
GRANTS, CLAIMS
MISCELLANEOUS

1 4 . 9 3 0 . 7 3 1 . 6

1 . 4 2 .  £ 5 . 0
.3 . 4 . 4

TOTAL OPERATING 1 6 . 6 3 4 . 0 3 5 . 0 0 0

CAPITAL |

REVENUE

FU N D IN G : (Thousands of DoUars)

GENERAL FUND 
FEDERAL FUNDS 
OTHER 
TOTAL

1 6 . 6 3 4 . 0 3 5 . 0 0 0

1 6 . 6 a

cir 0 0

P O S IT IO N S :

FULL-TIME
PART-TIME
TEMPORARY

1 1 1

A NALYSIS : (Attach a separate page if necessary)

Prepared by :  Al, Adams, Chair___________________________  vhnntk. 465-3706
D iv ision : House Finance Committee jja{e. 5-15-87

Approved by Com m issioner: ___________________________________________  L a te : __________________
A gency: ______________________________________________________________

Distribution (by preparer) :
Legislative Finance 
Legislative Sponsor 
Requestor
Office of Management and Budget
Impacted Agency(ies) p a g e  of
Senate Secretary



CONTINUATION of FISCAL NOTE ANALYSIS
F o r  B i l l / R e s o l u t i o n  No.  CSHB 4 4 (Fin)

EXPENDITURES:

The committee substitute requires the person registering a vehicle to 

certify they have insurance, and will continue to carry the insurance 
when the vehicle is in operation.

As a result of experience gained from the Emission Inspection Program 
it is realized the renewal by mail form will not always be adequately 
completed in regard to certifying insurance is in existence, thus some 
will need to be returned to the applicant. Of the 412,000 registrations 
processed in 1986, 110,000 were renewals by mail. It is estimated 10% 
of the renewals by mail will be incomplete in regard to insurance. The 
one position requested is to assist the mail-out renewal program. After 
the program is in operation for a couple years there will be less reject­
ed applications, and the position will no longer be required.

PERSONAL SERVICES:

1 Motor Vehicle Rep. II, Anchorage, 9B 14.9

CONTRACTUAL:

Postage - 6,250 x $.22 1.4

COMMODITIES: -

Envelopes .2

Other normal office supplies  ._1

TOTAL 16.6

The above funding is for one-half'year because of effective date 

of January 1, 1988. A 3% inflation factor was used for FY89 and 
subsequent years.

REVENUES:

412.000 vehicles were registered in 1986. Revenue increase for FY88 is 

for one-half year because of effective date of January 1, 1988.
412.000 divided by one-half = 206,000 x $1.00 fee increase = $206,000.

A 1% growth factor was used for FY89 and subsequent years.

pace 2__ of _ 1
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f'osilion T ille

Motor Vehicle Representative II
I imc Status

PFT

S taff M onths

12

No. o f Positions
_________ One

Range/Step
91$

Location
An chorage

I Harg. Unit 
I OCIJ

Election District 
7-15

Type o f Enpcndilure Amount
1 2 3

Salarv 1 0 .7 1 0 -III V:4
Benefits 6 . 1 9 1
Premium Pay
Other

Total Personal Services : ' i t f :  ;!:• 1 6 . 9
Travel
Contractual 1 . 6
Commodities •3
Equipment
Uthcr

Total Cost 1 6 . 6

Funding Source for Total Cost
Federal Receipts 1002
G. F. Match 1003
General Fund 1004 1 6 . 6
I A Receipts 1006
CIP Receipts 1061

Other

&  , r  : ■ - || V-

. .. -■ ■■ yf.! ■■■•*:

•• S

Justification

Process r e g is tration a p p l i c a t i o n s  received 

u nder the mail-out renewal program. Inspect 

a p p l ications returned for c o m p leteness.

Return ap p l i c a t i o n s  which are inco m p l et e  

w i t h  instructions on how to correct. Perf o r m  

data entry for properly com p l et e d  a p p l i c a t i o n s  

and send renewal r e g i s t ra t i o n  and tabs to 

a p p l i c a n t .

Figures are for one-half year b e c a u s e  of 

e f fective date of Janu a r y  1, 1988.

Request For 
New Position

• Agency 
D R U  

Component

P u h l i c  S a f e t y
Motor Vehicle's

F i e l d  S e r v i c e s
Page 3 of 3
Revised Date

FY £8
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5-0340T

O r ig in a l  sp o n so rs :  D on ley  and C o l l in s

IN THE HOUSE BY THE FINANCE COMMITTEE

CS FOR HOUSE B ILL  NO. 44 (F in a n ce )

IN THE LEGISLATURE OF THE STATE OF ALASKA 

FIFTEENTH LEGISLATURE - FIRST SESSION 

A B ILL

F o r  an A c t  e n t i t le d :  "An A c t  r e la t in g  to  m otor v e h ic le  l i a b i l i t y  in s u ra n c e

and v e h ic le  r e g is t r a t io n ;  and p r o v id in g  f o r  an e f f e c ­

t iv e  d a te . "

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

* S e c t io n  1. AS 21 .89 .020  i s  amended by a d d in g  a new s u b s e c t io n  to  

read :

( f )  An a u to m o b ile  l i a b i l i t y  in s u ra n c e  p o l i c y  must p ro v id e  th a t

a l l  expenses and fe e s ,  n o t  in c lu d in g  c o u n se l f e e s ,  in c u r r e d  becau se  o f

a r b i t r a t i o n  o r  m e d ia t io n  s h a l l  be p a id  as a p a r t  o f  th e  a r b i t r a t i o n  

aw ard .

* Sec. 2. AS 28 .10 .021 (a ) i s  amended to  read :

(a) The owner o f  a v e h ic le  s u b je c t  to  r e g i s t r a t io n  s h a l l  a p p ly  

f o r  r e g i s t r a t io n  under t h is  c h a p te r  by p r o p e r ly  c o m p le t in g  th e  form  

p r e s c r ib e d  by the  com m iss ione r under AS 28 .05 .041 . B e fo re  th e  i s s u ­

ance o f  a c e r t i f i c a t e  o f  r e g i s t r a t io n  by th e  departm ent, the  owner 

s h a l l

( 1 ) pay a l l  r e g is t r a t io n  fe e s  and ta xe s  r e q u ir e d  under t h i s  

c h a p te r  and f e d e r a l  heavy v e h ic le  u se  ta x e s  r e q u ir e d  under 26 U .S .C . 

4481 ( I n t e r n a l Revenue Code o f  1954)j_

( 2 ) u n le s s  the  owner q u a l i f i e s  .as a s e l f - in s u r e r  under

AS 28 .20 .400 , o r  i s  exempted from  o b t a in in g  l i a b i l i t y  in s u ra n c e  under

AS 28 .22 .200 , c e r t i f y  to  the  departm ent the  e x is t e n c e  o f  a m otor 

v e h ic le  l i a b i l i t y  p o l i c y  th a t  co m p lie s  w ith  AS 28 .22 .200  f o r  the  

v e h ic le  b e in g  r e g is t e r e d  and c e r t i f y  th a t  the  l i a b i l i t y  p o l i c y  w i l l

-1 -  CSHB 44 (F in )
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rem a in  i n  e f f e c t  f o r  th e  term  th e  v e h ic le  i s  r e g is t e r e d  and b e in g  

d r iv e n  on a h ighw ay, v e h ic u la r  way o r  a re a , o r  u n t i l  th e  v e h ic le  i s  

s o ld ;  and

(3) [SHALL] com ply w ith  [ANY] o th e r  a p p l ic a b le  s t a tu t e s  and 

r e g u la t io n s .

* Sec. 3. AS 28 .10 .041 (a ) i s  amended to  read ;

(a) The departm ent may r e fu s e  to  r e g i s t e r  a v e h ic le  i f

( 1 ) th e  a p p l ic a t io n  c o n ta in s  a f a l s e  o r  f r a u d u le n t  s t a t e ­

ment;

( 2 ) th e  a p p l ic a n t  f a i l s  to  f u r n is h  in fo rm a t io n  r e q u ir e d  by 

the  departm ent;

(3) th e  a p p l ic a n t  i s  n o t  e n t i t l e d  to  the  is s u a n c e  o f  a

c e r t i f i c a t e  o f  t i t l e  o r  r e g is t r a t io n  under t h i s  ch a p te r;

(4) th e  v e h ic le  i s  d e te rm ined  to  be m e c h a n ic a lly  u n sa fe  to  

be d r iv e n  o r  moved on a h ighw ay, v e h ic u la r  way o r  a re a , o r  o th e r

p u b l ic  p ro p e r ty  in  the  [THIS] s ta te ;

(5 ) th e  departm ent has re a s o n a b le  grounds to  b e l ie v e  t h a t

the  v e h ic le  was s t o le n  o r  f r a u d u le n t ly  a c q u ir e d  o r  th a t  th e  g ra n t in g

o f  r e g i s t r a t io n  w ou ld  be a f r a u d  a g a in s t  th e  r i g h t f u l  owner o r  o th e r  

p e rso n  h a v in g  a v a l i d  l i e n  upon the  v e h ic le ;

( 6 ) th e  r e g i s t r a t io n  o f  th e  v e h ic le  has been suspended o r  

revoked  f o r  any rea son  under the  laws o f  th e  [THIS] s ta te ;

( 7 ) th e  r e q u ir e d  fe e s  o r  ta xe s  have n o t been p a id ;

(8 ) th e  v e h ic le  o r a p p l ic a n t  f a i l s  to  com ply w it h  t h i s

ch a p te r  o r  r e g u la t io n s  a u th o r iz e d  by t h i s  s e c t io n ;

(9) the  v e h ic le  i s  w ith o u t  a c e r t i f i c a t e  o f  in s p e c t io n

r e q u ir e d  under AS 28.32 .010;

( 1 0 ) th e  v e h ic le  i s  s u b je c t  to  a s ta te -a p p ro v e d  lo c a l

e m is s io n  in s p e c t io n  program  adop ted  by m u n ic ip a l o rd in a n ce  under

CSHB 44 (F in )  -2 -
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AS 4 6 .03 .210 , and th e  v e h ic le  does n o t  meet th e  s ta n d a rd s  o f  th a t  

program , u n le s s  th e  v e h ic le  u ses  a f u e l  so u rce  t h a t  does n o t  p r im a r i ly  

em it ca rbon  m onoxide^

( 1 1 ) th e  a p p l ic a n t  f a i l s  to  c e r t i f y  to  th e  departm ent the  

e x is t e n c e  o f  a m otor v e h ic le  l i a b i l i t y  p o l i c y  th a t  co m p lie s  w ith  

AS 28 .22 .010  f o r  the  v e h ic le  b e in g  r e g is t e r e d ,  u n le s s  th e  owner o f  the  

v e h ic le  q u a l i f i e s  as a s e l f - in s u r e r  under AS 2 8 .20 .400 , o r  i s  exempted 

from  o b t a in in g  l i a b i l i t y  in s u ra n c e  under AS 2 8 .2 2 .2 0 0 .

* Sec. 4. AS 28.10.051 i s  amended by a d d in g  a new s u b s e c t io n  to  read :

(b) U n le s s  the  owner q u a l i f i e s  as a s e l f - in s u r e r  under AS 2 8 .-  

20.400, o r  i s  exempted from  o b ta in in g  l i a b i l i t y  in s u ra n c e  under 

AS 28 .22 .200 , th e  departm ent may suspend o r  re v o ke  the  r e g i s t r a t io n  o f  

a v e h ic le  t h a t  i s  n o t  in s u re d  by a m otor v e h ic le  l i a b i l i t y  p o l i c y  th a t  

co m p lie s  w ith  AS 28 .22 .010 .

* Sec. 5. AS 2 8 .1 0 .4 2 1 (c )  i s  amended to  read :

(c) The an nu a l r e g i s t r a t io n  fe e s  under t h i s  s u b s e c t io n  a re  

im posed and a re  based  upon the a c t u a l u n lad en  w e ig h t as e s t a b l is h e d  by 

the  m a n u fa c tu re r 's  a d v e r t is e d  w e ig h t o r  upon the  a c t u a l w e ig h t w h ich  

the  owner s h a l l  f u r n is h ,  s u b je c t  to  the  a p p ro v a l o f  th e  com m iss ione r 

o r th e  c o m m iss io n e r 's  r e p r e s e n t a t iv e ,  f o r  a v e h ic le ,  in c lu d in g  a m otor 

v e h ic le  p u l l i n g  a t r a i l e r  o r  s e m i - t r a i l e r , used  o r  m a in ta in e d  f o r  the  

t r a n s p o r t a t io n  o f  p a ssen g e rs  f o r  h i r e ,  e x c e p t in g  t a x ic a b s  and buses 

under (b) o f  t h i s  s e c t io n ,  o r f o r  th e  t r a n s p o r t a t io n  o f  p ro p e r ty  f o r  

h ir e  o r  f o r  o th e r  com m erc ia l u se , in c lu d in g  a com m erc ia l v e h ic le  such  

as a t r a i l e r ,  s e m i - t r a i l e r , t r u c k ,  w re ck e r , tow c a r ,  h e a rse , ambu­

la n c e ,  and t r a c t o r ,  as fo l lo w s :

(1) up to  and in c lu d in g  5,000 p o u n d s ........................ $51 [$50] 5

( 2 ) more than  5,000 pounds to  and in c lu d in g  1 2 , 0 0 0  pounds . 

..........................................................................................................................  $ 8 6  [$85];

-3 -  CSHB 44 (F in )



(3) more than  12,000 pounds to  and in c lu d in g  18,000 pounds 

....................................................................................................................  £156 [$155];

(4) more than  18,000 p o u n d s ......................................$221 [$220],

* Sec. 6 . AS 28.10.421 i s  amended by a d d in g  a new s u b s e c t io n  to  read :

( f )  The fe e s  c o l le c t e d  by the  departm ent under t h is  s e c t io n  

s h a l l  be d e p o s ite d  in  th e  g e n e ra l fu n d . The Departm ent o f  A d m in is ­

t r a t io n  s h a l l  s e p a r a t e ly  a cco u n t f o r  th re e  p e rc e n t  o f  th e  fe e s  

c o l le c t e d  under t h i s  s e c t io n  and d e p o s ite d  in  th e  g e n e ra l fu n d . The 

annua l e s t im a te d  b a la n ce  i n  th e  a ccoun t may be used  by th e  l e g is l a t u r e  

to  make a p p r o p r ia t io n s  f o r  a d m in is t r a t io n  o f  AS 28 .1 0 .0 2 1 (a )  and

AS 28.22 (A la s k a  M andato ry  A u to m ob ile  In su ra n ce  A c t ) .

*  Sec. 7. AS 28 .1 5 .2 5 5 (c)  i s  amended to  read :

(c) In  t h is  s e c t io n ,  the  term  " p r o o f  o f  f i n a n c ia l  r e s p o n s ib i l i t y  

[FOR THE FUTURE]" has the  m eaning g iv e n  in  AS 28 .20 .630  [AS 2 8 .2 0 .-  

230(b)] and may be e s t a b l is h e d  as p ro v id e d  in  AS 28.20 .

* Sec. 8 AS 28 .20 .630  i s  amended to  read :

Sec. 28 .20 .630 . DEFINITIONS [DEFIN ITION]. In  t h i s  c h a p te r ,  

u n le s s  th e  c o n te x t  o th e rw is e  r e q u ir e s ,

(1) "judgm ent" ["JUDGMENT"] means a judgm ent th a t  [WHICH]

i s  f i n a l  by e x p ir a t io n  w ith o u t  a p p e a l o f  th e  tim e  w it h in  w h ich  an 

ap pea l may be ta ken , o r  f i n a l  by a f f i r m a t io n  on a p p e a l,  g iv e n  by a 

c o u r t  o f  a [ANY] s t a t e  o r o f  th e  U n :ted  S ta te s ,  upon a cause o f  a c t io n  

a r is in g  ou t o f  th e  o w n e rsh ip , m a in tenan ce , o r  u se  o f  a v e h ic le  o f  a 

type  s u b je c t  to  r e g i s t r a t io n  under the  laws o f  t h is  s t a t e ,  f o r  dam­

ages, in c lu d in g  damages f o r  c a re  and lo s s  o f-  s e r v ic e s ,  b ecause  o f  

b o d i ly  in j u r y  to  o r d ea th  o f  a p e rso n , o r  f o r  damages because  o f  

in j u r y  to  o r  d e s t r u c t io n  o f  p ro p e r ty ,  in c lu d in g  the  lo s s  o f  u se  o f  

p ro p e r ty ,  o r  upon a cause o f  a c t io n  on an agreem ent o f  s e t t le m e n t  f o r  

such damagesj_

CSHB 4 4 (F in )  -4 -
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(2) " p ro o f  o f  f i n a n c ia l  r e s p o n s ib i l i t y * '  means an o w n e r 's  

m otor v e h ic le  l i a b i l i t y  p o l i c y  th a t  co v e rs  a l l  v e h ic le s  owned by the

p e rso n  t h a t  a re  s u b je c t  t o  r e g i s t r a t i o n  in  t h i s  s t a t e ,  o r  i f  th e  

p e rso n  does n o t  own a v e h ic le ,  p r o o f  r e q u ir e d  under AS 2 8 .2 0 .3 9 0 .

* Sec. 9. AS 28.22 i s  amended by ad d in g  a new s e c t io n  to  read :

Sec. 28 .22 .610 . SHORT T ITLE . T h is  c h a p te r  may be c i t e d  as  th e  

A la s k a  M andato ry  A u to m ob ile  In su ra n ce  A c t .

* Sec. 10. S e c t io n  1 o f  t h is  A c t  a p p l ie s  to  a u to m o b ile  l i a b i l i t y  in s u r ­

ance p o l i c i e s  e n te re d  in t o  o r  renewed on o r  a f t e r  th e  e f f e c t iv e  d a te  o f

t h i s  A c t .

* Sec. 11. AS 28 .20 .230 (b ) and s e c s ,  17, 18, 19, 20, and 23 o f  ch . 70,

SLA 1984 a re  re p e a le d .

* Sec. 12. T h is  A c t ta ke s  e f f e c t  Ja n u a ry  1, 1988.

-5- CSHB 4 4 (Fin)
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CONTINUATION of FISCAL NOTE ANALYSIS
F o r  B i l l , 'Reso lu t ion  No. CSHB 4 4 (Fin)

EXPENDITURES;

The committee substitute requires the person registering a vehicle to 

certify they have insurance, and will continue to carry the insurance 
when the vehicle is in operation.

As a result of experience gained from the Emission Inspection Program 
it is realized the renewal by mail form will not always be adequately 
completed in regard to certifying insurance is in existance, thus some 
will need to be returned to the applicant. Of the 412,000 registrations 

processed in 1986, 110,000 were renewals by mail. It is estimated 10% 
of the renewals by mail will be incomplete in regard to insurance. The 
one position requested is to assist the mail-out renewal program. After 
the program is in operation for a couple years there will be less reject­
ed applications, and the position will no longer be required.

PERSONAL SERVICES:

1 Motor Vehicle Rep. II, Anchorage, 9B 14.9

CONTRACTUAL:

Postage - 6,250 x $.22 1.4

COMMODITIES: *

Envelopes .2

Other normal office supplies  ._1

TOTAL 16.6

The above funding is for one-half'year because of effective date 
of January 1, 1988. A  3% inflation factor was used for FY89 and 
subsequent years.

REVENUES:

412.000 vehicles were registered in 1986. Revenue increase for FY8S is 
for one-half year because of effective date of January 1, 1988.
412.000 divided by one-half = 206,000 x $1.00 fee increase = $206,000.

A 1% growth factor was used for FY89 and subsequent years.
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Position T illc

lime Status
Motor Vehicle Representative II

PFT

2>ul( Months
12

No. o f Positions 
________One

Rangc/Slcp
9R

Location
Anchorage

Uarg. Unit
f ;r :»

Election District 
7 - 1 5

Type of Expenditure Amount
1 2 3

Salary m . 7 i n

•: 
..! Rene fits 6 .  191

Premium Pay
Oilier

Tolal Personal Services 1 4 . 9
Travel
Contractual 1 . 4
Commodities . 3
Equipment
Other

Total Cost 1 6 . 6

Funding Source for Tolal Cost
Federal Receipts 1002

C. F. Match 1003

Cicncral Fund 1004 1 6 . 6
l-A Receipts 1006

CIP Receipts 1061
Other 1

'
1

.• S ..

Justification

Process  r e g i s t r a t i o n  a p p l i c a t i o n s  received 
under the mail -out renewal program. Inspect 
a p p l i c a t i o n s  re turned fo r  completeness.
Return a p p l i c a t io n s  which a re  incomplete 
with i n s t r u c t i o n s  on how Lo c o r r e c t .  Perform 
d a ta  en t ry  fo r  properly completed a p p l i c a t i o n s  
and send renewal r e g i s t r a t i o n  and tabs  to 
a p p l i c a n t .

Figures a re  fo r  one-half  year because of 
e f f e c t i v e  da te  of January I, 1988.

Request For 
New Position

■ Agency 
DRU 

Component

Public .Safety

Motor Vehicles

Fie ld  .Services
Page 3  of 3
Revised Date
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STATE OF ALASKA 19S7 LEGISLATIVE SESSION
FISCAL NOTE DRAFT dated 5-13-87

Bill Version : CSHB 44 (Fin).
REQUEST:______________________________  Publish Date :  1____________

Revision Date:_________________________________ Agency Affected: Public  Safety_____
Tide : An Act r e l a t i n g  to motor v e h ic l e  . ’ Motor Vehicles
l i a b i l i t y  insurance  and v e h ic le  . . . .
Sponsor: Donley r»mpnn^nt« • F ie ld  Serv ices
Requestor: House_Finance______________  _____________________________________

E X P E N D IT U R E S /R E V E N U E S : (Thousands of Dollars)

OPERATING FY 87 FY 88 FY 89 FY 90 FY 91 FY 92
PERSONAL SERVICES
TRAVEL
CONTRACTUAL
SUPPUES
EQUIPMENT
LAND & STRUCTURES
GRANTS, CLAIMS
MISCELLANEOUS

1 4 .9 .. 3 0 - 7 . 3 1 .6

1 .4 2 .9 3 . 0
•3 .4 .4

TOTAL OPERATING . - 0 -  . 1 6 .6 3 4 .0 3 5 .0 - 0 - - 0 -

CAPITAL

REVENUE - 0 - 2 0 6 .0 4 1 6 .1 4 2 0 .3 4 2 4 .5 4 2 8 .7

FUNDING: (Thousands of Dollars)

GENERAL FUND 
FEDERAL FUNDS 
ariiER 
w a l

- 0 - 1 6 . 6 3 4 . 0 3 5 . 0 - 0 - - 0 -

- 0 - 1 6 . 6 3 4 . 0 25., .Q - 0 - - 0 -

P O S IT IO N S :

FULL-TIME
PART-TIME
TEMPORARY

1 1 1

ANALYSIS : (Attach a separate page if necessary)

S ee  P a g e  2 .

fl Prepared by: _______ C h arles  R. H osack^    Phone : 269-5552__
[j* Division: _________Motor V eh ic les  a . Date: 5-15-87 .

Approved by Commissioner: _______________
Agency: __________P u b lic  S a fe ty

j i p w t  
k r  M

Distribution (by preparer) :
Legislative Finance 
Legislative Sponsor
Requestor i.ny ■) r  1QG7
Office of Management and Budget I I - D
Impacted Agency(ies) page —=—  of -=L

SenateSecretary LEGISLATIVE FINANCE



CONTINUATION oT FISCAL NOTE ANALYSIS
F o r  B i l l /R e s o lu t i o n  \Tn CSHB 4 4 (Fin) DRAFT dated 5-13-87

E X P E N D I T U R E S ;

The committee substitute requires the person registering a vehicle to 

certify they have insurance, and will continue to carry the insurance 

when the vehicle is in operation.

As a result of experience gained from the Emission Inspection Program 

it is realized the renewal by mail form will not always be adequately 
completed in regard to certifying insurance is in existance, thus some 
will need to be returned to the applicant. Of the 412,000 registrations 
processed in 1986, 110,000 were renewals by mail. It is estimated 10% 
of the renewals by mail will be incomplete in regard to insurance. The 
one position requested is to assist the mail-out renewal program. After 
the program is in operation for a couple years there will be less reject­
ed applications, and the position will no longer be required.

PERSONAL SERVICES:

1 Motor Vehicle Rep. II, Anchorage, 9B 14.9 i(

CONTRACTUAL:

Postage - 6,250 x $.22 1.4

COMMODITIES: -

Envelopes .2
Other normal office supplies .1

TOTAL 16.6

The above funding is for one-half year because of effective date 

of January 1, 1988. A 3% inflation factor was used for FY89 and 

subsequent years.

REVENUES:

412.000 vehicles were registered in 1986. Revenue increase for FY88 is 

for one-half year because of effective date of January 1, 1988.
412.000 divided by one-half = 206,000 x $1.00 fee increase = $206,000.

A  1% growth factor was used for FY89 and subsequent years.

pace 2  of _ 1



Position T ille
M o t o r  V e h i c l e  R e p r e s e n t a t iv e  II 

' Staff Months

No. of Positions 
_________ One

R a n g c/S tcp
91>

Barg. Unit
GPU

T im e  Status

PFT 12

Type o f Expenditure Amount
1 2 3

Salarv i n . 7 i n > ̂  ; a

ncnefits 6 . 1 9 1 i i i  p  ■
Premium Pay / >fi
Other i$3 #: fs •; tf: ,V

! Total Personal Services .1 6 .9
Travel
Contractual 1.6
Commodities .3
hquipmcnl
U ihcr

Total Cost 16.6
■ •. '• • ’ • • . v J :vV;;-:.::X.v J :V'yi

Funding Source for Tolal Cost

Federal Receipts 10U2
O. F. Match 1003
General Fund 1004
I A Receipts 1006
CIP Receipts 1061
O ilie r

il
: : . - . . %s f.:*V •

16.6

Sflf i' :
• >*■
,v-! •>

Location

A n c h o r a g e

Flection District 

7-15

Process regi s t r a t i o n a p p l i c a t i o n s  received 

u n d e r the mail-out rene w a l  program. Inspect 

a p p l i c a t i o ns  returned for completeness.

R eturn a p p l ic a t i o n s  w h i c h  are i n c om p l e t e  

w i t h  i n s t r uctions on how to correct. Perf or m  

data entry for properly c o m p l e t e d  appl i c a ti o n s  

and send renewal r e g i s tration an d  tabs to 

a p p l i c a n t .

Figures a r e  for one-half yea r  b e c a u s e  of 

effective date of Janu a r y 1, 1988.

Request For 
New Position

• Agency 
B R U  

Component

P u b l i c  S a f c . r v

M otor Vehic 1 t:s

Field Services

Page 3  of 3
Revised Dale

FY 88



APRIL 1, 1987

C O M M E N T S  O N  H B  4 4

P A G E  1, L I N E  2 1 ,  R E Q U I R E S  T H E  O W N E R  O F  A  V E H I C L E  T O  " C E R T I F Y "  T O  

T H E  D E P A R T M E N T  T H E  E X I S T E N C E  O F  M O T O R  V E H I C L E  L I A B I L I T Y  I N S U R A N C E .  

T H E  A I I A B  S U G G E S T S  T H A T  T H E  T E R M  C E R T I F Y  I S  S O M E W H A T  V A G U E .  W E  

W O U L D  S U G G E S T  T H A T  T H E  W O R D S  " C E R T I F Y  T O  T H E  D E P A R T M E N T "  B E  

D E L E T E D  A N D  R E P L A C E D  B Y  " S I G N  A  S W O R N  A F F A D A V I T  T O  T H E  D E P A R T M E N T

V E R I F Y I N G '' • 3^  » >  - j L - v  J t o j c

W E  A L S O  U N D E R S T A N D  T H A T  T H E R E  M A Y  B E  C O N S I D E R A T I O N  O F  A N  A M E N D M E N T  

T O  R E Q U I R E  P R O O F  O F  I N S U R A N C E  U P  F R O N T  I N  T H E  F O R M  O F  A  B I N D E R  O R  

P O S S I B L Y  A  C O P Y  O F  T H E  P O L I C Y .  W E  F E E L  V E R Y  S T R O N G L Y  T H A T  S U C H  A N  

A M E N D M E N T  W O U L D  P L A C E  A  T R U L Y  M O N U M E N T A L  P A P E R W O R K  B U R D E N  O N  O U R  

M E M B E R S .  T H E  D E P A R T M E N T  6 f  P U B L I C  S A F E T Y  E A R L I E R  T E S T I F I E D  B E F O R E  

T H E  H O U S E  L A B O R  A N D  C O M M E R C E  C O M M I T T E E  S T A T I N G  T H A T  T H E R E  A R E  

A P P R O X I M A T E L Y  4 5 0 , 0 0 0  V E H I C L E S  R E G I S T E R E D  IN T H E  S T A T E .  IN 
A D D I T I O N ,  T H E R E  A R E  A L S O  A N  U N K N O W N  N U M B E R  O F  R E S A L E S  E A C H  Y E A R  

W H I C H  W O U L D  A L S O  R E Q U I R E  P R O O F  O F  I N S U R A N C E  W H E N  T H E  V E H I C L E  IS 

R E - R E G I S T E R E D .  t P A R T I C U L A R L i p I N  L I G H T  O F  T H E  C U R R E N T  E C O N O M I C  

S I T U A T I O N  IN A L A S K A ,  T H E  E X T R A  E X P E N S E  I N C U R R E D  B Y  T H E  L O C A L  

A G E N T S  A N D  B R O K E R S  W O U L D  I N D E E D  B E  D E V A S T I N G .



April 12, 1987

Representative A1 Adams 
Chair, House Finance Committee 
Box V
Juneau, Alaska 99811

Re: CSHB 44
Dear Mr. Chairman:

As you know, I represent the Association oi Independent Insurance Agents and 
Brokers. I thought if I submitted my thoughts about the captioned bill in 
writing, I could save you and your committee members some valuable time 
instead of appearing before you in person.

One of the 'rproblems with the bill as written is the horrendous amount of money 
which will be required by the Division of Motor Vehicles to administer its 
provisions. I believe Bill Brown of that department will verify this allegation. 
Also, Don Koch of the Division of Insurance will authenticate the allegation,
I believe.

We can cure the financial problems quite simply without doing injury to the bill. 
I refer to subsection (2), lines 25-28 on page 1. If, on line 27, we could 
delete this language, "certify to the department and provide proof" and substi­
tute therefor, "sign a sworn statement to the department verifying" and if, on 
line 29, "certify" were changed to "verify", the matter would be solved.

These are simple changes; they would drastically reduce the financial impact 
to the state. I don't believe there will be much, if any, serious objection to 
these proposed changes.

If you feel there is merit to these suggestions, may I request you make copies 
of this informal letter and distribute them to your committee members?

Best regards,



LAWS OF ALASKA
1984

Source

— Zfl______

Chapter No.

A N  ACT

u t i n g  to nocor vehlelei; and providing for an affective dace.

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

THE ACT FOLLOWS ON PACE 1 , LINE 9

INTERLINED MATERIAL IN ) I CATES TEXT THAT IS BEING ADOED TO 
THE LAW AN) BRACKETED MATERIAL IN CAPITAL LETTERS IN) I CATES 
DELETIONS FROM THE LAW; COMPLETELY fCW TEXT OR MATERIAL 
REPEALED AN) RE-ENACTED IS IDENTIFIED IN THE INTRODUCTORY 
LINE OF EACH BILL SECTION.

-pproved by the Governor: May 31, 1984
Actual Effective Data: Sections 1 - 1 5  take effect

January 1, 1985; Section 16 takes effect October 1, 1984; 
Sections 18. 19 and 20 cake effect January 1, 1989.



Chapter 70

AN ACT

Relating to motor vehiclest and providing for an 

effective date.

• cctlon 1. DECLARATION OF PURPOSE. The legislature Is concerned over 

'*• r t . - in g  coll of mocor vehicle accldenca and the suffering and loss 

• ! ‘. : : : e d  by them. The legislature determines that lt is a matter of grave 

thac motorists be financially responsible for their negligent acts 

“it innocent victims of motor vehicle accidents nay be recompensed for 

"*« :n;ury and financial loss inflicted upon them. The legislature finds 

declares that Che public Interest can best be served by the requirement 

‘och che owner and operator of a motor vehicle that is to be operated 

~  **-icular ways of the state where the potential for motor vehicle accl-

l**"» -s substantial be required to maintain coverage under a mocor vehicle

, ; t . i t y  policy issued in conformity with AS 28.22.010 or through a cer- 

of self-insurance issued under AS 28.20.400. The legislature also 

>rd declares chat che most economical and practical time to require

f ccnpliance with insurance coverage is whe;* an operator of a motor

*5;*e '■’.as been involved in an accident or charged with a craffic law

"c - 2. AS 21.89.020(a) is amended to read!

(a) An automobile liability policy chu£ (WHICH) insures an owner 

r operator of a mocor vehicle against loss resulting from (HIS)

* lability for bodily injury or death, or for property injury or de- 

•iructlon, or both, that [WHICH] is sold in the [THIS] state [AFTER

-1- CCSHB 7



l' JANUARY 1, 1969, BY AH INSURANCE CARRIER AUTHORIZED TO TH.

NESS IN THIS STATE], shall contain limits In at l e n t

prescribed for a motor vehicle liability policy in AS 21 
AS 28.22.010 [AS 28.20.460(b)(2), AND MEET THE REQUIREMENT! 

20.440(b)(3) UNLESS WAIVED AS PROVIDED IN THAT PARAGRAPH].

* Sec. 3. AS 21.89.020 Is amended by adding new subsections

(c) An insurance company offering automobile llablllt 

in this state for bodily injury or death shall offer cos

»!| scribed in AS 28.20.440 and 28.20.445, or AS 28.22.010

with limits equal to ac least che limit purchased voluntary 

the Insured person's liability for bodily injury or deati 

protection of the persons insured under che policy who a

Chapter 70

10 ii
■i

12 tl

13 ll
ii

Mil

IS II

,s,;

"i
is i:

19 ll
•I

2S|{

26 |l

27

28 

29

entitled Co recover damages for bodily injury or deach from
i

operators of uninsured or underinsured motor vehicles. .

written mhy not be less than the limit in AS 28.20.440 or. 

010. !•» 

\d) An insurance company offering automobile liability 

in this state for injury to or destruction' of property si 

coverage prescribed in AS 28.20.440 and 28.20.445, or AS 21 

301 28.22.130,,with limits not less than those prescribed in AS.

or AS 28.22.010, co cover the Insured person's llabilicy fo* 

or destruction of property, for the protection of the persom 

under che .policy who are legally entitled to recover d *  

injury to or destruction of the covered mocor vehicle from i 

operators of uninsured or underinsured motor vehicles.

(e) The coverage required under (c) and (d) of this »•* 

be waived in writing by the Insured in whole or in part. Aft* 

cion of the limits by the Insured or the exercise of the ci 

waive the coverage in whole or in part, the Insurer is not r*9 

CCSHB 7 -2-
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E CARRIER AUTHORIZED TO TRANSACT t |

m cain linics in ac lease eh«.’
*•

liability policy in AS 28.20.<4t .

). AND MEET THE REQUIREMENTS O f  A3 » j 
10VIDED IN THAT PARAGRAPH).

1 by adding new subsections t o n r A  

jffering automobile liability 1.
:y  or death shall offer c o v m | S  

1.20.445, or AS 28.22.010 - t*

-e limit purchased voluntarily-t*> 

for bodily injury or deatb.ht|ff. ‘ 

red under che policy who a r » ; ^ #  

bodily Injury or death fro*< 

erlnsured motor vehicles, 

ae limit in AS 28.20.440 or A*».

)ffaring automobile liabiliqr 

• destruction of property s h all-*^*^ 

1.440 and 28.20.445, or AS Z t . t t J *  
than chose prescribed in AS 2 

•sured person's liability to r 
che protection of the persons- !■* 

illy enclcled to recover ds^C** 

covered mocor vehicle fro* <*•** 

.nsured motor vehicles. 

under (c) and (d) of this sectW* 

ired in whole or in part. After 

red or che exercise of tbs oft** 

n part, che Insurer is not r e ^

Chapter 70

; i i y  any policy holder in any renewal, supplemental or replacement 

Icy, as to che availability of che coverage or optional limits, and 

‘ -.e waived coverage may not be included in any renewal, supplemental 

r  replacement policy. The insured may, at any time, make a written 

r --esc for additional coverage or coverage more extensive chan chat

" viced on a prior policy.

4. AS 28.10.021 is amended by adding a new subsection to read:

(b) At che time of application for registration or renewal of 

- eiscratlon, che department shall provide che applicanc written 

:::raacion explaining the state's financial responsibility law, the 

~.rcacory automobile Insurance requirement, and pocential penalties

• f failure co comply with che law.

-it. i. AS 28.15.061 is amended by adding a new subsection Co read:

(e) Ac che time of application for a driver's license or an

• "erection permit, or renewal of a driver's license or an instruction 

'•‘~ic, che department shall provide che applicant written information

cl lining the state ' 3  financial responsibility law, the mandatory 

•utobile Insurance requirement, and potential penalties for failure 

eecaly with che law.

6. AS 28.15.081(a) is amended Co read:

■1 ) The department shall examine every applicanc for a driver's 

is r s e . The examination shall include a test of che applicant's (1) 

“i'-cht, (2) ability to read and understand official traffic control 

■•“'•Ices, ’?) knowledge of safe driving practices, (4) knowledge of che 

-•i-ccs of alcohol and drugs on drivers and che dangers of driving 

■T' i ~ chu -nfluencu of alcohol or drugs, [AND) (5) knowledge of Che 

'.’ELATING TO) driving while Intoxicated. (6) knowledge of che 

— "  on financial responsibility and mandacorv automobile llablllcy 

IRnce, and. (7) che traffic laws and regulations of thi3 state

CCSHB 7
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Chapter 70

The examination may include a demonstration of ability 

ordinary and reasonable control in the driving of a motor 

the type and general class of vehicles for which the 

license. However, an applicanc who has not been 

driver's license by this or another Jurisdiction must 

ability, and oust present medical information that the 

reasonably requires to determine fitness to safely 

vehicle of the type and general class of vehicles for which 

cant seeks a license.

* Sec. 7. AS 28.15.211 is amended to read:

Sec. 28.15.211. PERIODS OF LIMITATION, SUSPENSION 

TIONi OPPORTUNITY FOR HEARING AND SURRENDER OF LICENSE, 

for a' point system suspension or revocation under AS 

28.15.241 and unless provided otherwise by law, and unless 

sion or revocation was for a cause that (WHICH) has been 

person whose driver's license or privilege to drive a motor 

this state has been suspended or revoked may not apply 

license.nor m ay the person's (HIS) driving privilege be 

the expiration of

(1) one month from the date on which che license 

pended pr revoked for a first conviction of the 

from which che suspension or revocation resulted*

(2) three months from the date on which the

suspended or revoked for a second conviction within 12 
«

months of the same offense from which the suspension or 

resulted]i

(3) one year from the date on which the license 

pended or revoked for a third or subsequent conviction 

consecutive months of the same offense from which che

CCSHB 7 -h -



Eonscracion of ability to 

the driving of a motor vehUU 

cles for which the applicant M *

10 has not been previoualy 

ther Jurisdiction must di

11 Information that the da p a n H ^  

fitness to safely drive a

j s s  of vehicles for which the

S t

1®
t read:

LIMITATION, SUSPENSION OR 

SURRENDER O F  LICENSE, (a)

>r revocation under AS 28.X5.C. a*-
raise by law, and unlica tha 

0 that [WHICH] has been n 

rivllege to drive a motor vahi*i* 

revoked may not apply for * * 

driving privilege be restored **

•v».
date on which che license *  

nvlction of the particular o £ f^  
cion resulcedi ,

che dace on which che lican**

! conviction within 12 eons******| 

•hich che auspenslon or revt*****

lace on which the license was ^
■ subsequent conviction with** 

anse from which che s u s p e n s e

revocation resulted^ [i OR]

(b) A  limitation, suspension, or revocation of a driver's 11* |

:cnse Imposed by a court takes effecc on the date of final judgment, 

except chat if another limitation, suspension, or revocation of 1 1 - 1 

rense is in effecc on che date of final Judgment, Che effeccive date 

the last Imposed limitation, suspension, or revocation is at che 

or.i of che laac day of  the previous limitation, suspension, or revoca­

tion unless the court specifies otherwise.

(c) Ac che end of a period of suspension o r  limitation, when

•rac limitation followB a suspension, che person whose license has 

teen suspended or limited may apply to tha department and, upon pay- 

*er.c of the proper fees, including a reinstatement fee of SIOO (FEE!,

:e issued a duplicate driver'a'license if tho parson [HE] is otherwise

incided to che license under this title.

(d) At the end of a period of revocation or limitation following

-- revocation, a person whose driver's license has been revoked may 

*?ply to che department for Che issuance o f  a new license, but shall 

submit to reexamination [RE-EXAMINATION] and pay all required fees

•deluding a reinstatement fee of $100.

(e) At che end of a period of limitation, suspension^ or revoca­

tion under this chapter, Che department may not issue a driver's

license or a duplicate driver's license to the licensee until the

licensee [HE] has complied with AS 28.20 relating to proof of finan-

tlal responsibility. •

(f) Unless otherwise, provided by law, periods of limitation

snail be made at the discretion of the court.

’ 3ec- 8. AS 28.20.070(a) is amended to read:

(a) a  [HO] policy or  bond ia not effective under AS 28.20.060 I

-'less ic is Issued by an insurance company or surety company

-5- CCSHB 7
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Chapter 70

authorized to do business in this state, except as provld 

this section, and if the accident resulted in bodily injury 

unless the policy or bond is subject to a limit, exclusive 
and costs, of not less chan S50.000 ($25,000] because of bs 

to or death of one person in any one accident and, subject 

limit for one person, to a limit of not less than $100.000 

because of bodily injury to or death of two or more persons 

accident, and if the accident has resulted in Injury to, 

tion of, property to a limit of not less chan S25.000 ($10 

cause of Injury to or destruction of property of others 

accident.

*  Sec. 9. AS 28.20.230(b) is amended to readi

(b) The term "proof of financial responsibility for 

(AS USED] in this chapter means proof of ability to respond ;i 

for liability, on account of an accident occurring after ths 

date of proof, that [WHICH] arises out of che ownership, 

or use of a vehicle subject to registration under the lav*- 

stace, in the amount of S50.000 ($25,000] because of bodily, 

or death of one person in any one accident, and, subject to 

limit for one person, in che amount of $100.000 ($50,000) 

bodily injury to or death of two or more persona In any one 

' and in che amount of $25.000 ($10,000] because of injury 

strucclon of property of others in any one accident. In (AS 

this chapter che terms "proof of financial responsibility" or 

mean proof of financial responsibility for the fucure.

* Sec. 10. AS 28.20.360(a) is amended to read:

(a) In (FOR THE PURPOSE OF] this chapter, a judgmenc 

isfled when

(1) $50.000 [$25,000] is credited upon a j u d g m e n t &
CCSHB 7 -6-





Chapter 70

iness In ehis acace, except as provided in 0 I  

che accident resulted In bodily Injury or 

bond la subject to a H o l t ,  exclusive of lxtrJ| 

is than S 50.000 [$25,000) because of bodily b X  

irson In any one accident and, subject to tbs >*
, to a limit of not less than $ 1 0 0 , 0 0 0  [W,-1 

ury to or death of cwo or more persona in » J 1 

accident has resulted in injury to, or dssc 

a limit of not leas chan S25.000 [$10,004! 1 

>r destruction of property of others in "

(b) la amended to read: £

•roof of financial responsibility for the 6**“ 

peer means proof of ability to reiipond in -
oune of an accident occurring after the off*4*""* •

[WHICH] arises out of che ownership, malntrt^l i 

subject to registration under tha laws B  

of S 5 0 .000 [$25,000] because of bodily InJ^I 

•n in any one accident, and, subject to tha ̂  
in che amount of $100.000 [$50,000] bees** •

aath of two or more persons in any one s c e i ^

S25.000 ($10,000] because of injury to *  0 
of others in any one accident. .In (AS OS® 

i "proof of financial responsibility" °r 

1 responsibility for che future,

(a) is amended to read:

PURPOSE OF] this chapter, a Judgment I* ^

[$25,000] is credited upon a Judgment i F * *
-6-

•ixcess of that amount because of bodily injury to or death of one

cerson as che result of any one accident: or

(2) subject to che limit of S50.000 ($25,000] because of

•cdily injury to or death of one person, the sum of $100,000 [$5C,000] 

is credited upon a Judgment given in excess of thac amount because of 

tdily injury to or death of two or more persons as che resulc of any

r.e accident: or

(3) $25.000 [$10,000] is credited upon a Judgment given in

.-xcess of chat amount because of injury to or destruction of property

ochers as a result of any one accident.

' fe e . 11.- AS 28.20.460(b) is amended to read;

(b) The owner's policy of liability Insurance shall

(1) designate by description or appropriate reference all

•abides which it covers:

(2) insure che person named and every ocher person using

cr.t* vehicle wrth che express or Implied permission of che named in­

ured, against loss from the liability imposed by law for damages 

f.aing euc of che ownership, maintenance,,, or use of the vehicle 

icr.in che United StaCes [OF AMERICA] or (THE DOMINION OF) Canada, 

subject to limits exclusive of interests and coses, with respect to 

'ter. vehicle, as follows: S50.000 [025,000] because of bodily injury

rr deach of one person in any one accident, and, subject to che 

sar-o limit for one person, S100.000 [$50,000] because of bodily injury 

*•3 ur aeach of cwo or more persons in any one accident, and S 25.000 

710,000) because of injury Co or destruction of property of ochers in

'tv/ one accident i

(3) contain coverage in not less chan che amouncs set out

(2) of chis subsection for che protection of che persons insured

'-r.cer che policy who are legally e n c l d e d  co recover damages from

CCSHB 7
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owners or operators of uninsured or underinsured motor ve 

cause of bodily injury or death, or damage to or deatructloa-i 

erty arising out of che ownership, maintenance or use of 

sured or underlnsured mocor vehiclei this coverage shall co 

che provisions of AS 28.20.445 I, EXCEPT THAT THIS C0VERAG8J 

WAIVED IN WRITING BY THE INSURED ON OR BEFORE THE EFFECTIVE^

THE P0LICY1.

* Sec. 12. AS 28.20 is amended by adding a new section to readtj 

Sec. 28.20.445. UNINSURED AND UNDERINSURED MOTORISTS
I

(a) The maximum liability of che insurance carrier under 

sured and underlnsured motorists coverage required to be offer 

AS 28.20.440 shall be che difference between the coverage 

liability' and che amounc paid co the insured by or on behalf j 

uninsured and underlnsured motorist.

(b) Amounts payable under che uninsured mocorists and 

insured mocorists coverage may be reduced by

(1) amounts paid or co be paid under any worker's 

sation lawi,

(2) amounts paid or payable under valid and coll 

automobile medical payments Insurance or bodily injury or deet^j 

blllty Insurancei and- ‘jeS

(3) amounts paid by or on behalf of the uninsured or 

insured motorist. fjL. .

(c) If an Insured is entitled to uninsured or underi*»£r
I

motorists coverage under more chan one policy of mocor vehicle

%
— . -------------------------- „  ■gif

When multiple policies or coverages apply, payment may be made »■

CCSHB 7 -8-

icy insurance, or under more chan one coverage if two or more
_  jgi Jf*

are insured under one policy, che maximum amounc an insured 

cover may not exceed the highest limit of any one policy or cov**^,j j



id or underlnsured mocor vehicles W|

. or damage co or destruction of ett» | 

ship, maintenance or use of che «i> 

icle; this coverage shall comply 

I, EXCEPT THAT THIS COVERAGE M I  * |
D ON OR BEFORE THE EFFECTIVE OAK -

adding a new section Co reads 

AND UNDERINSURED MOTORISTS CQVZU&
‘ie insurance carrier under eh# o*> 

coverage required to be offered J- 

rence between the coverage liail -

•• che insured by or on behalf of t**1-
it.

che uninsured motorists and under 

reduced by 

a be paid under any worker's

sayabie under valid and c o l l e c t ^  

ance or bodily injury or deacb 11*1

on behalf of the uninsured or und*T'

tied co uninsured or underim0**- 

one policy of mocor vehicle li*^*’’ 

one coverage if cwo or more vehieJ'* 

maximum amounc an insured may 

Imic o f  any one policy or c o v e r * * * ' 

* apply, payment may be made 1"

Chapter 70

ving order of priority, subject co the limit of liability for

.oplicable policy or coverage:

(1) a policy or coverage covering a mocor vehicle occupied

\-e injured person at che cime of Che accidenti

(2 ) a policy or coverage covering a mocor vehicle chat came

iirecc ccncact wlch che'insured while a pedestrian: and

(3) a policy or coverage covering a mocor vehicle not

rived In che accident under which che injured person is an Insured 

- named Insured.

'd) Uninsured and underlnsured motorists coverage does not apply 

icdily injury or death or damage co or destruction of property of

• insured \
(1) while occupying a mocor vehicle owned by, but not

• •iured by, the named insured or  che insured's spouse or relative

u J i n g  in che same household: or

(2) through being struck by a vehicle owned by Che named

"'-red or. che insured's spouse or relative residing in che same 

-sehold.

(e) Uninsured and underlnsured motorists coverage

11) may not apply co bodily injury, sickness, disease or

\
oi an insured or damage to or destruction of property of an 

-ired until che limits of liability of all bodily injury and prop- 

■■■•• damage liability bonds and policies Chat apply have been used up

ra~encs. Judgments or. settlements:

1.2) shall be a. single combined coverage: and 

(3) may be rejected by che insured in writing: if

••'.sured has rejected che coverage, che coverage shall not be included 

■v -".pplemental, renewal, or replacement policy unless che insured

equencly requests che coverage in writing.
-9- CCSHB 7
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Chaptor 70

(£> If both the owner and operator of the uninsured 

unknown, payment under the uninsured and underinsured 

age shall be made only where direct physical contact 

insured and uninsured or underlnsured motor vehicles has 

vehicle that has left the scene of the accident with an 

cle is presumed to be uninsured if the person Insured 

accident to the appropriate authorities within 24 hours.

(g) The uninsured and underlnsured motorists coverage 

co or destruction of property is subject co a deductible 

any one accident, bat che Insurer may offer a deductible 

S250. This coverage shall be limited to damage co or 

che insured mocor vehicle. It shall not include loss of 

vehicle.

(h) "Underlnsured motor vehicle" means a motor vehicle 

for highway use with respect co the ownership, operation, 

or use of which motor vehicle chero is a bodily injury or 

damage Insurance policy or a bond applicable ac che elms of 

dent and che amount of Insurance or bond

(1) is less chan che limit for uninsured and 

motorists coverage under che insured's pollcyi or

(2) has been reduced by payments co persons other 

insured, injured la an accident, to leas than che limit for 

and underlnsured motorists coverage under che Insured's pollc/

* Sec. 13. AS 28 is amended by adding a new chapter to readi 

CHAPTER 22. MOTOR VEHICLE LIABILITY INSURANCE.

ARTICLE 1. DESCRIPTION OF GENERAL POLICY PROVISIONS.

Sec. 28.22.010. MOTOR VEHICLE LIABILITY POLICY, 

owner's policy of liability insurance shall

(1) designate by description or appropriate 

CCSHB 7 -10-
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leracor or che uninsured vehicle - ■j 

ed and underlnsured motorists 

i.recc physical contact becveen A 
•red motor vehicles has occurred- 

: the accident with an insured 

if che person insured report* 

lcies within 24 hours, 

nsured motorists coverage for 

subject co a deductible of JtJ* 

nay offer a deductible ocher 

iced co damage co or descructU*
-all not include loss of uta of

ccle" means a motor vehicle 11®^^ 

he ownership, operation, mai n c * ^ *  

tere is a bodily injury or pr^**"*' 

applicable at che time of chs *** 

•r bond

.imit for uninsured and u^d*rl**,,", 

ed's policyi or

y payments Cp persons ocher th** 

co less than the limit for uni****'' 

e under che insured's policy • 

ng a new chapter to read:

-E LIABILITY INSURANCE.

ENERAL POLICY PROVISIONS.

!ICLE LIABILITY POLICY. <*J 

nee shall

iption or appropriate refetcnC<

t

•.ales chat it covers:

(2) insure che person named against loss from che liability 

. 'c^.-ed by law for damages arising out of che ownership, maintenance,

- :se of che vehicle in che United Staces or Canada, subject co 

-.**cs exclusive of interest and coats, with respect co each vehicle, 

-s follows:

(A) $50,000 because of bodily injury co or death of

one person in any one accident, and, subject co the same limit 

for one person, $100,000 because of bodily injury co or death of 

two or more persons in any one accldenci and

(3) $25,000 because of injury co or destruction of|

ore>erty of others in any one accident:

(3) contain coverage prescribed in AS 28.22,100 - 28.22.130 

■' the amounts set out in (2) of this subsection for che protection of 

**-e persons Insured under the policy who are legally entitled to 

•weaver damages from tha owner or operator of an uninsured or under- 

-tiured mocor vehicle because of bodily injury or death, or damage co

• destruction of property arising out of che ownership, maintenance,

■ use of che uninsured or underlnsured mocor vehicle.
(b) The operator's policy of liability insurance ehall insure 

•he person named as insured against loss from the liability imposed on 

-he operator by law for damages arising out of the use by the operator 

; f  a motor vehicle not owned by che operator, within che same terrico- 

-■-sl limits and subject co the same limits of liability as are re­

tired for an owner's policy of liability insurance.

<c) The mocor vehicle liabilicy policy shall scace the name and 

-Jnress of the named Insured, che coverage, the premium charges, che 

."c!icy period, and che limits of liabilicy, and shall contain an 

•!*cer.enc oc .in endorsement chac insurance is provided tn accordance

- 11- CCSHB 7
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with the coverage defined in (a) of this section for bodily I».
id-'

death or propercy damage, or both.

Sec. 28.22.020. POLICY PROVISIONS THAT ARE IMPLIED.’I
*

vehicle liability policy is subject to the following proviilr 

these provisions need not be contained in the policy: V

(1) The satisfaction by che insured of a judps
07-

injury or damages is not a condition precedent to the right ot»
-*

the insurance carrier to make payment on account of injury or

(2) The lnaurance carrier mav settle a claim covetw*
*

policy, and if settlement is made In good faith, che amount o £» 

□cnc is deductible from che limits of liability specified i s *  

22.010.
(3) The policy, the written application for the 

any, and every rider or endorsement chat does not conflict A *  

provisions of this chapter constitute tha entire concracc bat** 

parties. ^

Sec. 28.22.030. EXCESS OR ADDITIONAL COVERAGE. (a) ijf 

that grants che coverage required for a mocor vehicle liability

nay also grant lawful coverage in excess of or in additl«> *  

coverage specified far a policy and che excess or additional 

Is not subject co che provisions of this chapcer. With taipert*

* Tl
policy that grants excess or additional coverage, che cer»-. 

vehicle liability policy" applies only to chac part of the 

that is required by this chapcer.

mr

&

'■5?

(b) A policy shall be excluded from che application •*.fsv,
vaH#1chapcer if the automobile or motor vehicle liabilicy eovi 

provided only on an excess or umbrella basis.

Sec. 28.22.040. PRORATION. A motor vehicle liability P0^

provide for proratlon of

CCSHB 7
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ta) of chia section for bodily in Joy 

>och.

PROVISIONS THAT ARE IMPLIED. A •> 

subject to the following provision 

ontained in che policyi 

.on by the insured of a judgment 

diclon precedent co the right or dsn 

payment on account of injury or itmm 
arrler may settle a claim covered by 4  

ade in good faith, the amount of *»C- j 

imits of liability specified in 3

written application for che policT- 

semert chat does not conflict witJ 

sclcute che entire contract batws*

)R ADDITIONAL COVERAGE. (a) A f*11' 

red for a mocor vehicle liability 

a In excess of or In addition W  

i and the excess or additional eev*r*r‘l 

ns of this chapter. With r e aped •* j 

additional coverage, che term 

ies only to chat part of the co*r1^  I 

r.

xcluded from che application of «*-

motor vehicle liability coverage 

rbrella basis.

. A mocor vehicle liability p o U c7 1 

le insurance with other v a U d 1

•'.'.cctible insurance.
•oc. 28.22.050. R E Q U I R E M E N T S  OF POLICY. (a) A policy is not I

:':c-o:ive under AS 28.22.010 unless it is issued by an insurance

t :ny or surety company authorized co do business in chia state,

:r as provided in (b) of chls section, and unless lt complies with

■- ..mit requirements established in AS 28.22.010.

b) A  policy is noc cffeccive under AS 28.22.010 with respect co

>.uula not registered in the state or a vehicle chac was registered 1

••ocher Jurisdiction on the effective dace of che policy or che

•• r-cenc renewal of lt, unless che insurance or surety company ̂

- i :he policy is authorized to do business in the state, or if J

- • "pany Is noc authorized to do business in che state, unless it

races a power of attorney authorizing che director of the division

r '".surance co accept service on its behalf of notice or process in I

-reion upon the policy arising out of Che accident.

The requirements for a motor vehicle liability policy may be ! 

--•'il'.ad by che policies of one or more insurance carriers who co-

•v.-r -eec che requirements. *•
A  binder issued pending the issuance of a motor vehicle I

•••:iiry policy fulfills che requirements for a policy. 

r.TICLc :. UNINSURED AND UNDERINSURED MOTORISTS COVERAGE.

'2C. 23.22.100. GENERAL POLICY PROVISIONS. (a) The uninsured

' ̂  -zcerinsured motorists coverage required in this chapcer

(1) does not apply co bodily injury, sickness, disease, or |

*"<:?. un insured or damage co or destruction of property of an 

-"^ured until che limits of liability bonds and policies chac apply 1 

’vo been used up by payments or Judgments or settlements!

>*2) shall be a single combined coverage) and 

13) may be rejected by the insured in writing: if che

-13- CCSHB 7
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in su re d  has r e je c c e d  u n in su re d  o r  u n d e rln su red  coverage, 

s h a l l  n o t be In c lu d ed  In  a su p p le m e n ta l, renew al o r  replace 

u n le ss  che In su re d  su b seq u e n tly  r e q u e s ts  u n in su re d  o r uad£t> 

coverage In w r i t in g .

(b) I f  b o th  th e  owner and o p e rac o r o f  che un insu red  

unknown, payment under th e  u n in su re d  and u n d e rln su red  m otorist^*1 

age nay be made on ly  where d i r e c t  c o n ta c t  betw een che '

u n in su re d  o r u n d e rln su re d  a o c o r  v e h ic le s  has o c c u rre d . A vei___

has l e f e  th e  scene o f  th e  a c c id e n t  w ith  an In su re d  v e h ic le

co be u n in su re d  i f  che In su re d  p e rso n  r e p o r t s  th e  accideaC^ 

a p p ro p r ia te  a u th o r i t i e s  w ith in  24 h o u rs .

(c )  The u n in su re d  and u n d e rln su re d  m o to r is ts  coverage fid *

to  o r d e s t r u c t io n  o f  p ro p e rty  I s  s u b je c t  to  a  d e d u c tib le  

any one a c c id e n t ,  bu t che I n s u r e r  may o f f e r  a d e d u c tib le  

$250. T h is coverage s h a l l  be l im ite d  to  damage to  o r  d ea trW ^  

che in s u re d  m otor v e h ic le .  I t  may n o t in c lu d e  lo s s  o f u i ij j"  

v e h ic le .  - J g

Sec. 2 8 .2 2 .1 1 0 . MAXIMUM LIABILITY OF CARRIER, (a ) 

l i a b i l i t y  o f  che in su ra n ce  c a r r i e r  un d er che u n in su red  sad ^  

su red  m o c o ris ts  coverage re q u ire d  under t h i s  chapcer 

d i f f e r e n c e  betw een che coverage l im i t  o f  l i a b i l i t y  and che 

co che in su re d  by o r  on b e h a lf  o f che u n in su red  and uni 

m o c o ris t.

(b> Amounts p ayab le  under che u n in su re d  m o co ris ts  and ^  

su red  m o to r is ts  coverage re q u ire d  co be o f f e re d  under thi* 

s h a l l  be reduced  by

( 1 ) amounts p a id  o r  co be p a id  under any worker! ^  

s a d o n  lawi •'!§>’
coU*^( 2 ) aoouncs p a id  o r  p ayab le  under any v a lid  and

7 -14-



Chapcer 70

ired  o r  u n d e rin su red  cov erag e , tha «»• 

su p p lem en ta l, renew al o r  replacem ent > 

aencly  re q u e s ts  u n in su re d  o r

r and o p e ra to r  o f  th e  u n in su red  vehiiLi 

u n in su red  and u n d e rln su re d  m oto rists  

re  d ire c c  c o n ta c t  betw een che In n a *  

o to r  v e h ic le s  has o c c u rre d . A vehlcl* 

c c id e n t w ith  an In su re d  v e h ic le  ia  

'.sured pe rso n  r e p o r ts  che acc id en t ** 

h ln  24 h o u rs .

. u n d e rin su red  m o to r is ts  coverage fo r 

rcy  i s  s u b je c t  to  a d e d u c tib le  o f C* 

in s u r e r  may o f f e r  a  d e d u c tib le  o tb *  

be l im ite d  co damage to  o r  deserve***
j ̂  'I t  xay n o t in c lu d e  lo s s  o f  uso

**
ill! LIABILITY OF CARRIER, (a ) **“> * * *  .

,p Ir c a r r i e r  under che un ins'u red  and „

re q u ire d  under t h i s  c h a p te r  s h a l l  *

■rage U n i t  o f  l i a b i l i t y  and che aat»** 

b e h a lf  o f  che u n in su re d  and u n d e r |  .

. user" *under che u n in su red  m o to r is ts  ano .  -

e q u ire d  to  be o f f e re d  under th i*  * f  »

o r  co be  p a id  under any workers • •

l*|̂  * *
o r  payab le  under any v a l id  and c °

.1 4 .

-.'•--.obile o e d ic a l  payments in su ra n c e  o r  b o d ily  In ju ry  o r  d ea th  l i a -  

. I nsur ancei  and

(3) anouncs p a id  by o r on b e h a lf  o f  che u n in su red  o r under- 

••■rcd m o co ris t.

Sec. 2 8 .2 2 .1 2 0 . POLICY COVERAGE AND PRIORITIES. I f  an in su red  

'  . 'n tic le d  co u n in su red  o r  u n d e rln su red  m o to r is ts  coverage under more 

•■an une p o lic y  o f  motor v e h ic le  l i a b i l i t y  In su ra n ce , o r  under more 

can one coverage i f  two o r  more v e h ic le s  a re  in su re d  under one 

r r i i c v ,  th e  maximum amounc an in su re d  may re co v e r s h a l l  n o t exceed the  

' i c i e s t  l im i t  o f  any one p o lic y  o r  co v erag e . Where m u ltip le  p o l ic ie s  

r  coverages a p p ly , payment s h a l l  be made in  che fo llo w in g  o rd e r  o f 

'. " io r i ty ,  su b je c t  co the’ l im i t  o f  l i a b i l i c y  fo r  each  a p p lic a b le  p o lic y  

• coverages

( 1 ) a p o lic y  o r  coverage co v erin g  a mocor v e h ic le  occupied 

'• che in ju re d  pe rso n  a t  th e  tim e o f  che a c c id e n t ;

( 2 ) a p o l ic y  o r  coverage c o v erin g  a m otor v e h ic le  th a t  came 

-":o  c o n ta c t w ith  che In su re d  w h ile  a p e d e sc r la n i and

(3) a p o lic y  o r  coverage c o v erin g  a mocor v e h ic le  noc 

'■'••olved in  che acc id en c  w ith  r e s p e c t  co which che in ju re d  person  i s  

••"• .nsured  o r a named in su re d .

Sec. 2 9 .2 2 .1 3 0 . POLICY COVERAGE EXCLUSIONS. The un in su red  and 

" te r ;n s u re d  m o to r is ts  coverage p ro v id ed  fo r  tn  t h i s  c h a p te r  does not 

??ly  to  b o d ily  in ju rV  o r  d ea th  o r  damage co o r  d e s t ru c t io n  o f prop- 

o f an in su re d

( ! )  w h ile  occupying a  mocor v e h ic le  owned by, b u t n e t 

-r.surcd by, th e  named in su re d  o r  che in s u r e d 's  spouse o r r e la t i v e  

ra sidJng in  che sane househo ld ; o r

( 2 ) through b e in g  s t ru c k  by a v e h ic le  owned by che named 

-r 5ured o r  the  in s u r e d 's  spouse o r r e l a t i v e  r e s id in g  in  che same

-1 5 -  CCSHB 7



household .

Sec.

ARTICLE 3. PROOF OF INSURANCE REQUIRED. 

2 8 .2 2 .2 0 0 . KOTOR VEHICLE LIABILITY INSURANCE

EXEMPTIONS, (a ) The o p e ra to r  o r owner o f  a mocor v e h ic le  subject
•SP

r e g i s t r a t i o n  under AS 28 .10 .011  when d riv en  on a highway,
4 * -

way o r  a re a ,  o r  on o ch er p u b lic  p ro p e rty  In  che scace , sha ll fc
#

motor v e h ic le  l i a b i l i t y  in su ra n ce  chac com plies w ith  t h i s  chsptsC* 

c e r t i f i c a t e  o f  s e l f - in s u r a n c e  chac jo c p l le s  w ith  AS 2S.20.UI 

e f fe c c  fo r  th e  m otor v e h ic le ,  u n le ss

( 1 ) th e  m otor v e h ic le  i s  b e in g  d r iv e n  o r  moved on

way, v e h ic u la r  way, o r  a  p u b lic  p a rk in g  p lace  in  che s t a t e  th a t_ S

connected  by a land  highway o r  v e h ic u la r  way to

(A) che lan d -co n n ec ted  s t a t e  highway system , o rjj'-

(B) a highway o r  v e h ic u la r  way w ith  an average

c r a f f i c  volume g r e a t e r  Chan 499; and :)

sftt

I
( 2 ) th e  o p e ra to r  has noc been c i t e d  w ith in  the pt< 

f iv e  y e a rs  fo r  a t r a f f i c  law v io la t io n  w ith  a d em erit p o in t 

s ix  o r  more on th e  p o in t  sch ed u le  de term ined  under re g u la tio n s  

by che departm ent under AS 28 .1 5 .2 2 1 .

(b) The departm ent s h a l l  p u b lis h  a n n u a lly  a l i s c  o f  sreae,® 

meet th e  req u irem en ts  o f  (a ) (1 )  o f  t h i s  s e c t io n .  T h is l i s t  shstt 

a v a i la b le  fo r  p u b lic  in s p e c t io n  a t  a l l  d iv is io n  o f  motor 

o f f i c e s  in  th e  s t a t e .  .7?'

Sec. 2 8 .2 2 .2 1 0 . REQUIREMENT OF PROOF OF MOTOR VEHICLE LIA*0 *
U|

INSURANCE. The owner o r  o p e ra to r  o f  3 m otor v e h ic le  req u ired  M
a  *

m otor v e h ic le  l i a b i l i t y  in su ra n ce  chac com plies w ith  ch ia  chapt** 

c e r t i f i c a t e  o f  s e l f - ln s u m n c e  t h a t  com plies w ith  AS 28.20.400# f

show p ro o f o f  c h is  in su ran ce  when chac person  T
ijjQ

( 1 ) i s  in v o lv ed  in  an a c c id e n t t h a t  r e s u l t s  i°



INSURANCE REQUIRED.

HICLE LIABILITY INSURANCE RB)C3B 

r  owner o f  a m otor v e h ic le  subject 

when d riv en  on a highway, vsfcltw* 

c p ro p ercy  in  che sc a c e , sh a ll  4** 

j  chac com plies wlch t h i s  chapctf •> 

chac com plies w ith  AS 28.20.*** “ 

le s s

i s  b e in g  d r iv e n  o r  moved on •  U #  

aark in g  p lace  in  che s t a t e  ch at i»  ** 

e h ic u la r  way to

necced scace  highway system , o r 

* v e h ic u la r  way w ith  an average ***

499i and

not been c i t e d  w ith in  the  p 

o la c lo n  w ith  a  d em erit p o in t e e l*  *  

e de term ined  under r e g u la t io n s  

. 221 .

p u b lish  a n n u a lly  a l i s t  o f  a r e *

o f  t h i s  s e c t io n .  T h is  l i s t  s 

n a t  a l l  d iv is io n  o f  motor

ha ll *

.7 OF PROOF OF MOTOR VEHICLE LIA***'' 

J r  o f  a m otor v e h ic le  re q u ire d  co *** 

e chac com plies w ith  t h i s  chapter f*  '  

ch at com plies wich AS 28 .20 .400 , *“r

n ch at person

an a cc id e n t Chat r e s u l t s  1°  

A.

bo*--
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. r y  co o r  d ea th  o f  a p e rso n , o r  damage to  th e  p ro p ercy  o f  a  person  

•-cding S500; o r
( 2 ) i s  charged  wi.th a  t r a f f i c  law v io la t io n  w ith  a d em erit 1 

-r.c va lue  o f  s ix  o r  more on che p o in t  sch ed u le  de term ined  under 

- ..a c io n s  adopted  by che departm ent un d er AS 2 8 .1 5 .2 2 1 .

3ec. 2 8 .2 2 .2 2 0 . METHOD OF PROOF FOLLOWING AN ACCIDENT. (a ) A 

r .u n  invo lved  in  an  a tc id e n c  vho i s  re q u ire d  to  prove chac a mocor 

• : c i e  l i a b i l i t y  in su ra n ce  o r  a c e r t i f i c a t e  o f  s e l f - i P 9u ran ce  was in  I 

under AS 28 .22 .210  s h a l l ,  w ith in  15 days o f  che a c c id e n t

( 1 ) p re se n t  a copy o f  che in su ra n ce  p o l ic y ,  c e r t i f i c a t e ,

r.c, o r  in su ra n ce  b in d e r  t h a t  waB in  e f f e c t  a t  Che tim e o f  th e  a c c i -  |

=r.t to  che departm ent f o r  in s p e c tio n ;
( 2 ) p ro v id e  che departm ent w ith  w r i t te n  c e r t i f i c a t i o n  from

• Insu rance  company, in su ra n ce  a g e n t , in su ra n ce  b ro k e r o r  su rp lu s  

-r.es b ro k e r  confirm ing  chac a v a l id  m otor v e h ic le  l i a b i l i t y  p o lic y  

■: sued in  confo rm ity  w ith  c h is  ch ap cer was in  e f f e c t  a t  tho  cime o f

’ *5 a c c id e n t;  o r
(3 ) a d v ise  che departm ent in  w r i t in g  chac a  c e r t i f i c a t e  o f

‘ I t - in s u ra n c e  was in  e f fe c c  a t  che tim e o f  th e  a c c id e n t .
(b) The departm ent s h a l l  develop and implement a  program co 

th e  v e r a c i ty  o f  th e  documencs f i l e d  fo r  p ro o f un d er c h is  se c -  I

is.
: e c .  2 8 .2 2 .2 3 0 . METHOD OF PROOF FOLLOWING A CHARGE OF A MOVING 

FrlC VIOLATION, (a )  A person charged  w ith  a  t r a f f i c  law v io la t io n  

1 re q u ire d  co prove chac a m otor v e h ic le  l i a b i l i c y  in su ra n ce  p o l-

•' r r  a c e r t i f i c a t e  o f  s e l f - in s u ra n c e  was in  e f f e c t  under AS 2 3 .2 2 .-

• s h a l l ,  a t  th e  cime o f  ch at p e r s o n 's  i n i t i a l  appearance in  c o u r t  o r  I 

“b in  . 2  ..'ays o i  th e  dace o f  che ch arg e  o f  a  t r a f f i c  law v io la t io n ,

tu ro v e r .3  l a t e r , -1 7 - CCSH8 7

.-.eck

.

I



I Chapcer 70

1

2

3

4
J
51
•!
0H
A

3!i
9.1•j
10 li
j

11 ij

12

13

14

15 

13

17

18 j!

19

20 

21 

2 2  

23 j

%

<i
2411

25 ii'I
28 i|

( 1 ) p re s e n t  a copy o f  che in su ra n ce  p o l ic y ,  c e r t i f i e s  

bond, o r  In su ran ce  b in d e r  chac was In  e f fe c c  ac che clme of ch* *  

l a t i o n  Co che courc f o r  In sp e c t io n i  ®

( 2 ) p ro v id e  the  c o u r t  w ith  w r i t te n  c e r t i f i c a t i o n  frm  • 

in su ra n ce  company, in su ra n ce  a g e n t, in su ra n c e  b ro k e r , o r  surp lus U» 

b ro k e r co n firm in g  chac m otor v e h ic le  l i a b i l i t y  in su ra n ce  iasusf • 

co n fo rm ity  w ith  t h is  ch ap cer was in  e f f e c t  ac  th e  tim e o f  cht tkr |  

l a t i o n i  o r  ^

(3) a d v ise  th e  c o u r t  in  w r i t in g  th a t  a  c e r c l f l c i c t .»
■7,

s e l f - in s u r a n c e  was in  e f fe c c  ac th e  c in e  che v io la t io n  was charge*.

(b ) The c o u r t  s h a l l  im m edia te ly  r e p o r t  co che d epartm en t'*  

f a i l u r e  to  p re s e n t  p ro o f  o f  in su ra n c e  as p rov ided  in  c h is  secclca .

S ec. 2 8 .2 2 .2 4 0 . ADMINISTRATIVE SUSPENSION OF DRIVERS' LICDS* 

(a ) I f  a pe rso n  f a i l s  co p ro v id e  p ro o f  ch a t m otor v e h ic le  lisblW f 

in su ra n ce  o r  a  c e r t i f i c a t e  o f  s e l f - in s u r a n c e  was in  e f f e c t  ac the ti9  

o f  an a c c id e n t  o r  when th e  p e rso n  was charged  w ith  a  v io la t io n  s f A 

t r a f f i c  law d e sc r ib e d  in  AS 2 8 .2 2 .2 1 0 , the  departm en t s h a l l  sw ?*  |  

th o  d r i v e r 's  l ic e n s e  o f  Chat p e rso n  f o r  th e  fo llo w in g  p e rio d s t

(1) n o t  l e s s  chan 90 days i f ,  w ith in  th e  preceding . ' 1 

y e a rs ,  th e  pe rso n  has n o t  p re v io u s ly  had a d r i v e r 's  l ic e n s e  susp*®*^ 

f o r  v io la t io n  o^ AS 28 .22 .200)

( 2 ) n o t l e s s  chan one y e a r  i f ,  w ith in  che preceding 

y e a rs ,  che p e rso n  has p re v io u s ly  had a d r i v e r 's  l ic e n s e  suspended** 

o r  more tim es f o r  v io la t io n  o f  AS 2 8 .2 2 .2 0 0 .

<b) The su sp en s io n  s h a l l  be c o n se c u tiv e  to  any ocher s u s p e n d

re q u ire d  by law o r  Imposed by a c o u r t.

(c ) The departm en t may g ra n t  l im i te d  l ic e n s e  p r iv i le g e s  fo r ***

purposes on ly  to  a  pe rso n  whose l ic e n s e  has been suspended under ^

s e c t io n ,  i f
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in su ran ce  p o l ic y ,  certifies'-* 

e f f e c t  a t  th e  t i n e  o f cbe n*

w r i t te n  c e r t i f i c a t i o n  f t *  •  

u rance  b ro k e r, o r  su rp lu s li*» 

l i a b i l i t y  in su ra n ce  issued - 

f f e c t  ac  the  tim e o f  th s
•»

*
w ritin g  th a t  a  c e r t i f i c a t e  * 

e che v io la t io n  was charged
H

• r e p o r t  co che departm ent *

.s p rov ided  in  t h i s  sectloo» m
USPEHSION OF DRIVERS' LICE****

) f  chat m otor v e h ic le  llahlW ® 

irance was in  e f fe c c  ac th s  *** 

charged w ith  a  v io la t io n  e t  •

, che departm en t s h a l l  n * f * "

* th e  fo llo w in g  p e r io d s : ,

i f ,  w ith in  th e  p reced ls*  

id  a d r i v e r 's  l ic e n s e  su sp * ’* '  I

r  i f ,  w i th in  th e  preceding 

d r i v e r 's  l ic e n s e  suspended 

:.’00.

e c u tiv e  to  any o th e r  susp*®*"’

te d  l ic e n se  p r iv i le g e s  fo r *** 

has been suspended unda*

( 1 ) che pe rso n  has f i l e d  p ro o f o f  f in a n c ia l  r e s p o n s ib i l i t y  

r tr.u  f u tu r e  as re q u ire d  by AS 2 8 .2 2 .2 6 0 :

( 2 ) the  p e r s o n 's  l ic e n s e  h as n o t been suspended two o r more

.-.•a under AS 28 .22 .240  in  th e  p reced in g  10 y e a rs :

(3) th e  departm en t d e te rm in es chac che p e rs o n 's  a b i l i t y  co

a l iv e l ih o o d  would be se v e re ly  Im paired  i f  a l im ite d  l ic e n s e

. i / i '.a g e  I s  noc g ra n te d : and

(4) th e  departm en t d e te rm in es ch a t a l im i ta t io n  can be 

. . . e d  on th e  l ic e n s e  th a t  w i l l  e n ab le  che person  to  earn  a l iv e l ih o o d  

• tr.cuc e x ce ss iv e  danger to  th e  p u b l ic .

!d) When Im posing a l im i ta t io n  under c h is  s e c t io n  th e  departm ent

-ill
\

( 1 ) r e q u ir e  th e  s u rre n d e r  o f th e  d r i v e r 's  l lc e n s e i  and

(2 ) is s u e  co th e  l ic e n s e e  a  c e r t i f i c a t e  v a l id  f o r  che

-u rsrio n  o f  che l im i ta t io n .

(e) A f te r  th e  te rm in a tio n  o f  a l im i ta t io n  a s  shown on che c e r -  

■■-itcace is su e d  un d er (d) o f  t h i s  s e c t io n , ,  th e  l ic e n s e  o f  a pe rso n  on

a l im i ta t io n  was imposed ib  suspended u n t i l  th e  p e rso n  re c e iv e s  a 

■2V l ic e n se  under AS 2 8 .1 5 .2 1 1 (c ) .

( f )  The departm ent s h a l l  n o t i f y  th e  l ic e n s e e  ch at th e  suspeneion 

--‘i?r.es e f f e c t i v e  30 days from th e  d a te  o f  th e  n o t ic e  and th a t  che 

ic ir.see  has th e  r i g h t ,  w ith in  che 30-day p e r io d , co make an o r a l  o r

--■‘- t je n  answer c o n tro v e r tin g  any p o in t o r  i s s u e ,  o r to  p re se n t  e v i-  

iir.ce and argum ents fo r  th e  c o n s id e ra tio n  o f che d ep artm en t.

(e ) Upon r e c e ip t  o f  an o r a l  o r  w r i t te n  answ er from che l ic e n se e  

departm ent s h a l l  make f in d in g s  on th e  m a tte r  under c o n s id e ra tio n  

'•'ichin 15 days and s h a l l  n o t i f y  th e  pe rso n  in v o lv ed  o f  i t s  d e c is io n  in  

'■r 'c ir .g  by c e r t i f i e d  o r  r e g is te r e d  m a il .  I f  che d e p a rtm e n t's  d e c is io n  

-s :o  s u s ta in  an a c t io n  a g a in s r  th e  l i c e n s e e 's  d r i v e r 's  l ic e n s e ,  the

-1 9 -  CCSHB 7


