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August 5, 2013
Louisiana W. Cutler
907.276.1969
louisiana.eutler@kJgates.com

Via E-Docket

Commissioner Cathy Foerster, Chair
Commissioner John Nonnan
Commissioner Dan Seamount
Alaska Oil and Gas Conservation Commission
333 West 7th Avenue Suite 100
Anchorage, Alaska 99501

Re: Written comments ofHalliburton Energy Services, Inc. regarding proposed
changes to Title 20, Chapter 25 ofthe Alaska Administrative Code (hydraulic
fracturing) issued June 19, 2013

Dear Commissioners:

In our earlier comments on AOGCC's first set ofdraft hydraulic fracturing ("HF")
regulations, Halliburton Energy Services, Inc. (HES!) described the importance of
adequate trade secret protection to HF product innovation. lIESI also explained the legal
basis for protecting trade secrets from disclosure to the public and competitors, and why
express language in AOGCC's regulations is necessary to adequatelyprotect trade
secrets from such disclosure. We provided language for you to consider that would
adequately protect our trade secrets by not requiring us to disclose the subset ofadditive
and chemical ingredient infonnation that does constitute trade secrets. Alternatively, we
requested that ifyou are going to require disclosure to AOGCC ofour trade secrets, you
expressly provide in the regulations that they will not be subject to further disclosure. I

Express protection for trade secrets is absent from AOGCC's revised draft regulations.
Instead, the revised draft regulations provide that the operator may obtain a waiver or
variance (hereafter "waiver") from any of the requirements of20 MC 25.283 including
(presumably) the HF fluid disclosure requirements. Although the waiver procedure may
not have been intended to discourage HF product innovation, that is exactly what will

1 See Exhibit A (HESI's Aprill, 2013 Comments and Draft Language).
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happen if it is adopted in its present form without express trade secret protection and
acknowledgement that some ofthe chemical ingredients used in HF fluids are
proprietary. Further changes to AOGCC's revised draft regulations are necessary to
ensure that the most innovative and environmentally beneficial HF products will continue
to be used in Alaska.

HESI cannot afford to provide its best products for use in Alaska without adequate trade
secret protection. HESI fully supports disclosure ofchemicals used in HF operations,
protection of the environment and safe HF practices. HESI will not, however, put itself
in the position ofhaving to publicly disclose the subset ofHF additive information that it
considers proprietary. It has invested too much money and too many resources in
product innovation and it will not jeopardize the success that it has had to date by
releasing proprietary information that may fall into the hands of its competitors.

HESI's goal is ultimately to protect the formulas ofthe proprietary products it has
developed at considerable expense. In order to do so, it is able to publicly disclose the
majority of ingredients used in its additives. However, to protect against the possibility
that sophisticated competitors would be able to reproduce a formula from a complete list
of ingredients, HESI in many cases will keep confidential the exact identity of certain
ingredients in an additive. To further protect a proprietary formula, HESI may also keep
confidential the concentrations of some ofthe ingredients in a particular additive. As we
explained in our prior comments, people who make apple pie will undoubtedly know that
a pie will invariably include apples, flour and sugar, and will know the relative amounts
ofthese ingredients, and a pie maker would readily confirm that these ingredients were
used in the making ofan apple pie. However, the pie maker would not want to reveal the
identities (or amounts) of unusual or novel ingredients that give the pie its distinctive
flavor. To that end, HESI reiterates its request that I) all chemical ingredients
intentionally included in additives be disclosed in a single aggregated list without tying
them to any particular additive formula, and 2) service providers be allowed to withhold
the specific identity ofa chemical ingredient, the concentration of a chemical ingredient
or both the specific identity and concentration ofthe chemical ingredient when it is
claimed to be entitled to protection as a trade secret.

Disclosure of trade secrets is not necessary to protect the public. In her testimony to
Congress last month, Commissioner Foerster again confirmed that there have been no
incidents ofgroundwater contamination due to HF activities in Alaska. Additionally, the
latest studies continue to show that any risk that HF poses to drinking water aquifers is
minimal? As the Commission has noted on many occasions, groundwater is protected

2 For example, HESI's consultant, Gradient Corporation, has prepared a study entitled
Probabilistic Human Health Risk Evaluation for Hydraulic Fracturing FluidAdditives (Apr.
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through proper well construction and measures to ensure ongoing well integrity. The
public interest in the makeup ofthe fluids used in HF operations will be served by
disclosure of the chemical ingredients in a manner that does not jeopardize the trade
secrets ofRESI and other service providers as explained in greater detail in our earlier
comments. Moreover, RESI has always supported disclosure of trade secrets to health
care providers when necessary to respond to a health care emergency, and to regulators
when necessary to respond to a spill or to investigate waste. Given the forty year history
ofusing HF in approximately one quarter ofall weIls driIled in Alaska without any
negative impact on anyone's drinking water, there is no need for AOGCC to discourage
continued use ofthe best HF products merely because it is possible that some oil and gas
activity may occur closer to population centers in the future than it does now.

Indeed, a failure to provide robust protection for trade secrets could have significant
consequences. RESI has conducted studies of the economic impact on gas production in
Colorado and in the states in which the Marcellus Shale (''the Marcellus") has been
targeted for development if full disclosure requirements forced companies to withdraw
proprietary products from these markets. The studies concluded that as much as $29
billion ofproduction could be foregone in Colorado and as much as $41 billion in the
Marcellus without the use ofproduction-enhancing proprietary products.3 The Alaska

2013). This report evaluates the potential impacts to drinking water associated with the use of
HF fluids. The report examines whether it is possible for fluids pumped into a tight fonnation
during the HF process to migrate upward to reach drinking water aquifers and concludes that this
is an implausible chemical migration pathway. The report also analyzes the potential human
health risks in the event that surface spills ofHF fluids or flowback fluid impact either surface
water or groundwater. The report concludes that potential human health risks associated with
exposure to drinking water (derived from surface water or groundwater) potentially affected by
spills of HF fluids or flowback fluids are expected to be insignificant See also Flewelling &
Shanna. "Constraints on Upward Migration ofHydraulic Fracturing Fluid and Brine,"
Groundwater. available at http://onlinelibrary.wiley.com/doilI0.llll/gwat.l2095/abstract
(discussing the physical constraints on upward fluid migration from black shales to shallow
aquifers, taking into account the potential changes to the subsurface brought about by HF
operations, and concluding that upward migration ofbrine and HF fluid as a result ofHF activity
does not appear to be physically plausible); Rutqvist, J., et al., Modeling offault reactivation and
induced seismicity during hydraulic fracturing ofshale-gas reservoirs, J. Petrol. Sci. Eng. (2013),
available at http://dx.doi.org/lO.lOI61i.petroI.2013.04.023 (the possibility of hydraulically
induced fractures at depth causing activation offaults and creation ofnew flow paths that can
reach shallow groundwater is remote).

3 See Analysis ofEconomic Impacts of Withdrawal ofProprietary Products From Colorado,
2008; Analysis ofEconomic Impacts Resulting From Fracturing Stimulation 'Advanced
Technology' Within the Marcellus Basin, 2009 (both studies attached as Exhibit B).
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government recently revised its production tax and oil and gas permitting statutes and
regulations to encourage increased production ofoil and gas. Discouraging the use of the
best HF products in Alaska is inconsistent with these actions.

Moreover, even in those jurisdictions where oil and gas exploration and production
already occurs closer to drinking water sources and large population centers, disclosure
of trade secrets in HF fluids is not required. In fact, no state requires full disclosure of
HF ingredients without adequate trade secret protection. Many jurisdictions do not
require any disclosure ofproprietary chemicals used in HF fluids to the regulatory agency
except when emergency circumstances warrant disclosure. 4 For example, Louisiana
promulgated Statewide Order No. 29-B providing that chemical ingredients used in HF
fluids that are subject to trade secret protection under OSHA regulations are not subject
to disclosure to Louisiana other than the chemical family name. Similarly, Kansas
recently proposed HF regulations that expressly exempt trade secrets from disclosure.S

BLM, which currently requires justification for trade secret protection, recently proposed
to instruct operators not to disclose trade secret information to BLM or to FracFocus.6 In
the minority of states where disclosure oftrade secrets is required to state agencies, states
have expressly provided that chemical ingredients that are trade secrets will not be
subjected to further disclosure.7 Even California, whose HF debate has received national
media attention, protects trade secrets under current law. SB 4 (the legislation under
consideration in California that reportedly has stricter provisions with respect to HF

4 See e.g. 2 COLO. CODE REGS 404-1 s. 205A; LA. ADMIN CODE 43:XIX 118; Mississippi
Statewide Rules and Regulations, Rule 26; MON. ARM 36.22.608; N. D. ADMIN CODE 43-02.
03.27.1; NMAC 19.16.15.18; OHIO RC. § 1333.61(0); OKLA. ADMIN. CODE s. 165:10-3-10; 28
PA. CODE § 78.122; Admin. R S.D. § 74:12:02:19; Tenn. Compo R. & Regs. § 0400-53-01.03;16
TEx. ADMIN CODE § 3.29; 35 W.Va. Code St R sees. 8-5.6, 8-10.1.

S Proposed K.A.R 82-3-1401(c) and (d) (disclosure is required in emergencies (proposed K.A.R.
82-3-1402)).

6 Proposed 43 CFR 3162.3-30)(1). Operators would submit an affidavit stating the information
is entitled to be withheld under federal regulation or statute and BLM would retain authority to
obtain the information ifneeded.

7 See e.g. Pa Code Section 78.122(c) and (d) (chemical constituents claimed to be entitled to
trade secret protection will not be disclosed by the Department); 225 Ill. Compo Stat 732/1-77(h)
(chemical information determined to be a trade secret shall be protected from disclosure);
Wyoming Oil and Gas Conservation Commission Regulations, Ch. 3, section 45 (information
entitled to trade secret protection not subject to further disclosure). lbis approach was also
adopted by Alberta (Alta Reg. 12.150).
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operations than the regulations under development by California's conservation agency)
also expressly provides trade secret protection for HF chemical ingredient information
that would be disclosed to state oil and gas regulators. 8

Alaska does not need to buck this trend. It is significant that every state provides trade
secret protection and that economic studies demonstrate that billions of dollars in
production could be foregone in Alaska if similar trade secret protection is not provided.
Given the forty year history ofsafe HF operations in Alaska with no disclosure
whatsoever, RESI urges the AOGCC to adequately protect trade secrets in its disclosure
regulations.9

In our first round ofcomments, we described some ofour newest, most innovative and
most effective products we have recently developed with proprietary formulas that
provide the most protection to the environment and the public. Another RESI initiative
that impacts the development of such products is our Chemistry Scoring Index (CSI).
CSI ranks the potential human health, physical safety and environmental hazards of
individual chemicals used in chemical products throughout the world. For all three, CSI
evaluates the presence of hazards in a variety ofcategories. Each chemical is then scored
and weighted to reflect how much of it is used in a particular product. The resulting
"hazard score" for each chemical present in the product is added together to obtain a total
score for that product which can then be compared to the total score ofother products that
might be used for a similar application (e.g. biocides, corrosion inhibitors, etc.) Products
that score the lowest present fewer intrinsic hazards. RESI takes these scores into
consideration in developing future research priorities. RESI is constantly re-evaluating
and upgrading its products to achieve maximum production while minimizing any
potential impacts on health, safety and the environment. It is precisely this kind of
innovation for which RESI must be assured that it has adequate trade secret protection if
it is going to continue to market its products for use in Alaska.

Our proposed changes to the revised draft regulations can be found in Exhibit C. A
section by section analysis ofour proposal is attached as Exhibit D.

In conclusion, we respectfully suggest that AOGCC's revised draft regulations are wholly
inadequate to meet our legitimate claim to trade secret protection. We are leaders in the
HF chemical disclosure movement around the world and will continue to disclose

8 Proposed SB 4, Art. 3, 3160(6)(b)(2)(B), 3160(6)(dXl)(D), 3160(6)0).

9 There is no such protection in AOGCC's current regulations as explained in Exh. A at 5 n2
(AS 31.05.035 does not apply to trade secrets in fluid formulas).
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everything that we can about our HF products and operations that is not proprietary. We
will continue our efforts to innovate and reduce the impact ofoil and gas production on
the environment. We strongly encourage AOGCC to revisit our suggestions and adopt
them. We are available at any time to engage in further dialogue with AOGCC about this
critical issue.

Very truly yours,

Louisiana W. Cutler
Alaska Bar No. 9106028

Attachments
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Commissioner Cathy Foerster, Chair
Commissioner John Norman
Commissioner Dan Seamount
Alaska Oil and Gas Conservation Commission
333 West 7th Avenue Suite 100
Anchorage, Alaska 99501

R.e: Written comments ofHalliburton Energy Services, Inc. in response to proposed
changes in the regulations ofthe Alaska Oil and Gas Conservation Commission
regardingproposed changes to Title 20, Chapter 25 ofthe Alaska Administrative
Code with regard to hydraulicfracturing

Dear Commissioners:

Halliburton Energy Services, Inc. (lIES!) is one ofthe largest providers ofservices to the
oil and gas industry. We are proud ofour successful history ofproduct innovation, which
has played a large role in the development and expansion ofour nation's energy
resources. Through its proposed regulations, we believe that AOGCC seeks to ensure
that the history to date ofenvironmentally sound hydraulic fracturing (HF) operations in
Alaska continues long into the future in a manner that provides greater transparency to
the public about the chemicals used in HF operations. RESI supports this objective. We
respectfully request, however, that AOGCC consider changes to four parts of its draft
regulations, and provide suggested language to effect these changes in Exhibit A to these
Comments.

First, because we strongly believe that some - though certainly not all- ofthe
information that would be disclosed to AOGCC under proposed 20 MC 25.283(h)
constitutes trade secrets and proprietary information under both Alaska and federal law,
we request that such information not be disclosed to AOGCC because ofour concern that
it could eventually be disclosed to our competitors through a public information request.
A useful analogy might be your mother's secret apple pie recipe: disclosing that she uses
apples, butter and cinnamon might not easily allow another cook to copy her recipe but if

EXHIBIT A
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she disclosed the exact proportions of apples, butter and cinnamon, whether she prefers
Gala or Granny Smith apples, whether she uses regular or unsalted butter, and whether
she grinds her own cinnamon, plus her secret ingredient that makes the pie so uniquely
tasty and how much of it she uses, her recipe could be easily reproduced by other cooks.

To be clear: lIESI fully supports disclosure ofmuch ofthe information concerning the
fluids it uses in its HF operations and fully supports providing that information to
AOGCC. Similarly, we are avid supporters ofdisclosure on the FracFocus website,
routinely provide information about HF operations in Alaska and elsewhere that is then
posted to FracFocus, and fully support providing that same information to AOGCC as
proposed in the draft regulations. We also have substantial information on our own
website about the chemicals and products we advocate using in HF operations which the
public can view at
ht1lJ:/Iwww.halJiburlon.comipubliclprajectsipubsdatalHydraulic Fracturing/index.hlm!. What we do not
want to disclose is the subset ofHF additive information that we consider proprietary.
We have invested millions ofdollars in research and development ofour HF additives
and seek to protect that investment. We have spent over a halfof a billion dollars in the
last decade on HF R&D. In fact, it is a subset ofinformation about our newest, most
innovative and most effective products which provide the most protection to the
environment and the public that we seek not to have to disclose. For example, HESI's
CleanStim(l) is a recently developed HF fluid system made entirely of ingredients sourced
from the food industry that provides exceptional fracturing and environmental
performance as compared to traditional formulations. Its development required many
months ofresearch and development. Our industry competitors do not know the
particular materials used in this fluid system or its concentrations. If this information
were disclosed, lIESI would lose the investment in its capital, personnel, and technology.
As a leader in product innovation, BESI seeks to maintain our competitive edge,
especially since there have been DO instances of contamination or any other
circumstances in Alaska that warrant risking disclosure to our competitors.

We recognize, however, that there could be rare circnmstances when our proprietary
information and trade secrets would need to be disclosed and we support such disclosure
as long as it occurs with adequate protection from further disclosure to our competitors.
Therefore, in Exhibit A at 4-5, we provide language that would require disclosure ofsuch
information when needed to respond to an emergency and to AOGCC ifnecessary to
investigate waste under AS 31.05.03O(b) or AS 31.05.030(eXI)(E), or to investigate a
release under 20 AAC 25.205.

In short, we embrace the goal ofadditional transparency for HF operations in Alaska but
respectfully request that AOGCC not require us to disclose the secret aspects of our HF
additive ''recipes" lest our competitors obtain that information and copy the products we
have put so much effort, time, resources and money into developing.

-2- EXHIBIT A
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HESI's second concern is with 20 AAC 25.283(e) as proposed, which would require that
HF fluids be confined to the approved formations in order to maximize fluid containment.
Although we always strive to confine fluids to the approved formation to the greatest
extent possible, given the complex nature ofgeological formations, achieving this goal is
sometimes not possible. Therefore, we request that the fmal version of20 AAC
25.283(e) be amended to clarify that hydraulic fracturing shall not result in the
transmission ofHF fluids beyond the confining zone. See Exhibit A at 2.

HESl's third concern is with the detailed pre-fracturing fluid disclosure requirements in
20 AAC 25.283(a)(14). While operators conduct detailed research prior to starting a
hydraulic fracture, situations often arise where different additives or additional fluids
have to be used once the process is actually undertaken. Because ofthis need for
flexibility, HESI suggests that this section be removed, and that the post-fracturing
reporting provided for in 20 AAC 25.283(h) be relied upon instead.

Our final concern is with proposed 20 AAC 25.283(d) which requires the installation ofa
pressure reliefvalve(s) and a remotely controlled shut-in device. In many instances the
installation ofa pressure reliefvalve on the treating line between pumps and the wellhead
is not recommended. Moreover, a remotely controlled shut-in device could be
problematic should the valve accidentally close while pumping at high pressure,
potentially causing catastrophic events.

The balance ofour comments provides you with additional information about our
company, why we believe protection ofour trade secrets and proprietary information is
required under Alaska law, why trade secret protection will not harm the environment or
the public, and additional information we hope you will find useful as you consider our
request to amend the proposed regulations as provided for in Exhibit A.

L Introduction and Background Information

A. BES!'s HF Operations in Alaska and Elsewhere

HESI pioneered hydraulic fracturing technology for well stimulation in the late 1940s,
with the first commercial HF job occurring in 1949. We first came to Alaska in 1986,
conducting HF for various North Slope operators in conventional wells from then until
1996. We returned to Alaska in 2010. We have entered into a technology partnership
with Great Bear to explore for, develop and produce shale oil on the North Slope. We are
also working with Pioneer nsing HF in oil production operations at Oooguruk.

HESl's extensive HF research and development focuses on understanding the geological,
petrophysical and reservoir parameters ofhydrocarbon bearing formations and their
surrounding layers, the chemistry ofthe HF fluids themselves, and ultimately, on
designing programs that successfully stimulate a formation in the manner desired, while
ensuring the integrity ofthe production and water-bearing zones. As part ofthese efforts,

-3-
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we have devoted significant resources to developing more effective and innovative
fracture stimulation fluid systems for a variety ofsubsurface environments which helps to
ensure that oil and gas resources are produced in the most efficient manner possible and
in accordance with all applicable environmental requirements.

In addition to CleanStim@ discussed above, other examples ofinnovation that are both
enviromnentally sound and production enhancing are CleanStream@ and CleanWaveSM

•

CleanStrearn@ is a mobile bacteria control service using UV light which reduces the
amount ofchemical biocides required and in some cases, eliminates the need for biocide
altogether. CleanWaveSM is a water treatment service that reduces the amount ofwater
used as well as bacteria and chemicals, while simultaneously improving reservoir
performance. Additionally, HESI has developed fluid systems that facilitate the use of
produced water rather than relying solely on fresh water as the base HF fluid. The re-use
ofproduced water can have two benefits: it limits the amount ofproduced water that
must be disposed of, while at the same time limiting the amount offresh water that must
be withdrawn from ground or surface water for HF operations in the first place, thereby
minimizing any potential impacts on aquatic ecosystems. These innovations will be
especially useful ifHF is used in conjunction with shale oil and gas production on the
North Slope where fresh water is lacking.

B. Current AOGCC Statutes and Regulations Regarding HF

Under AS 31.05.030(e)(1)(B), AOGCC may regulate the perforating, fracture simulation,
and chemical treatment ofwells. Additionally, under AS 31.05.030G)(2)(A), the
AOGCC "shall regulate hydraulic fracturing in non-conventional gas wells to ensure
protection ofdrinking water quality."I

AOGCC does not currently have any T!11es regarding ~clos~ ,ofhydraulic fracturing
fluids. Proposed fracturing programs are described in the application for a permit to drill
a new well (Form 10-401) or in an Application for Sundry Approvals (Form 10-403)
when such work is planned on an existing well. Disclosure ofthe chemical composition
or the anticipated volume of fluid is not currently required for either permit However,
Material Safety Data Sheets (MSDS) are required by federal law to be available on
location. In instances where fracturing is proposed in a drilling permit application,
volumes mayor may not be included because completion interval thickness, permeability
and other characteristics that determine required fluid volumes generally are not known
before the well is drilled. See ALASKA OIL AND GAS CONSERVAnON COMMISSION,

1 AS 3l.05.03OGX2XA) was originally passed in 2004 as part ofHouse Bill53l. The bill was
primarily directed at coal bed methane in the Mat-Su and Kenai Peninsula. STATE OF ALASKA
HOUSE RESOURCES CoMMlTIEE 23RD LEG, HB 531, COMMlTIEE M!NuTEs at number 100 (April
14,2004).

-4-
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HYDRAULIC FRACTURING Wmrn PAPER, (April 6, 2011) ("AOGCC WHITE PAPER"),
http://doa.alaska.gov/ogc/reports-studies/HydraulicFracWhitePaper.pdf.

C. Proposed Regulations

Amongst other changes, AOGCC proposes to add section 20 AAC 25.283, which
requires operators to provide additional information regarding HF activities in their Fonn
10-403. RESI has concerns about four aspects of20 AAC 25.283 as proposed.

First, under proposed 20 AAC 25.283(hX2XA)-(D), an operator is required to file with
the AOGCC a description ofthe amount and type ofmaterial pumped during the HF
operation, including an identification ofthe chemical ingredients in the HF fluid as well
as the rate or concentration for each additive. 'This section does not contain any provision
that would allow for the protection ofproprietary information and/or trade secrets.2

Second, in addition to the disclosures required post-fracturing, the regulations require that
the operator provide a detailed list ofhydraulic fluids to be used, including total volumes
planned, trade name and generic name ofthe principal fluids, and the estimated volume
ofthose principal fluids prior to the start ofhydraulic fracturing. 20 AAC
25.283(aXI4XA)-(D).

The proposed regulations also add requirements for the placement ofhydraulic fracturing
fluids. Specifically, 20 AAC 25.283(e) requires that "all hydraulic fracturing fluids shall
be confined to the approved fonnation during hydraulic fracturing." In addition, 20 AAC
25.283(aXI3) requires that the operator provide information sufficient to support a
determination that any known or suspected faults and fractures will not interfere with
containment ofthe hydraulic fracturing fluid.

Finally, under AOGCC's proposed 20 AAC 25.283(d), a pressure reliefvalve must be
installed on the treating lines and the well must be equipped with a remotely controlled
shut-in device.

IL Disclosure ofRESI's Proprietary Information and/or Trade Secrets Should
Not Be Required Under 20 AAC 2S.283(h).

2 Nor does any other section ofAOGCC's existing statutes or regulations protect lIESI's HF
trade secrets. AS 31.05.035 provides that for exploratory or stratigraphic test wells, proprietary
engineering or geotechnical information submitted to AOGCC will be kept confidential for 24
months. lIES!'s trade secrets in its fluid formulas are neither "engineering" nor "geotechnical"
information. Even ifAS 31.05.035 did provide trade secret protection for HF fluids, it does not
apply to development wells.

-5-
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As noted above, some ofthe infonnation that AOGCC would require operators to
disclose in proposed 20 AAC 25.283(h) constitutes proprietary information and/or trade
secrets.

A. The Alaska Constitution Requires That RESI's Trade Secrets
Be Proteded.

Article I, sec. 22 ofthe Alaska Constitution provides: "[t]he right of the people to
privacy is recognized and shall not be infringed." The Alaska courts have long
held that this explicit guarantee of privacy provides Alaskan corporations and
individuals with greater protection than the federal constitution. Woods & Rohde.
Inc. v. State Dep't ofLabor, 565 P.2d 138, 150 (Alaska 1977).3 Moreover, our
Supreme Court has expressly recognized that in certain circumstances, disclosing
information violates the right to privacy under Article I, section 22. International
Ass 'n ofFire Fighters, Local 1264 v. Municipality ofAnchorage, 973 P.2d 1132,
1134 (Alaska 1999). In order to determine whether the disclosure ofparticular
records violates an entity's right to privacy, the Alaska Supreme Court applies the
following test:

(1) Does the party seeking to come within the protection ofthe rightto
privacy have a legitimate expectation that the materials or
information will not be disclosed?

(2) Is disclosure nonetheless required to serve a compelling state
interest?

(3) If so, will the necessary disclosure occur in a manner which is least
intrusive with respect to the right to privacy?

IntemationalAss'n ofFire Fighters, 973 P.2d at 1134 (Alaska 1999); see also Doe v.
Alaska Superior Court, Third Judicial District, 721 P.2d 617, 630 (Alaska 1986).

3In addition to the Court, the Alaska Attorney General's Office has issued opinions recognizing
the importaDce ofcommercial privacy. See e.g. 1980 Op. Att'y Gcn. No. 23 at 11 (the "essence
ofcommercial privacy is that certain information must be protected so it cannot be obtained by a
competitor for use as a competitive weapon against the commercial concern involved."). The
Attorney General noted that commercial privacy would be violated by disclosure when
disclosure causes "appreciable economic or competitive harm" to an entity. Id See also 1983
Inf. Op. Att'y Gen (Nov 3; 366-239-84) (records submitted to DaR minjng task force were
confidential under Article I, sec. 22 ofthe Alaska State Constitution); 1986 Inf. Op. Att'y Gen.
(Dec 8) (data on fish ''volume/species mixes, target areas ofthe state, and market share
information" provided by seafood processors and generally used by the processors to formulate
business plans fell within the ambit ofthe Alaska Constitution's privacy protections).
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Public disclosure ofall the chemical ingredients in RESI's additives with no trade secret
protection would violate our right to privacy. RESI has a legitimate expectation that it
will not have to disclose a subset of this information because it is proprietary. As noted
elsewhere in these Comments, RESI has invested a substantial amount ofmoney in
developing its proprietary information and takes a number ofsteps to ensure the
information remains a secret and is not easily accessible by its competitors. Moreover,
trade secrets are widely protected under state and federal law such that RESI has a
legitimate expectation that its trade secrets would be protected from disclosure.

With respect to the second factor, no compelling state interest exists in such disclosure.
Disclosure ofour trade secrets is not necessary for the protection ofdrinking water,
especially in Alaska where much oil and gas production occurs on the North Slope where
drinking water is not an issue. There have been no instances ofdrinking water
contamination from the use ofHF fluids in Alaska. Moreover, a wide range of
information concerning the makeup ofHF flulds is already publicly available from a
variety ofsources, including company websites such as Halliburton's, the FracFocus.org
website, and various government reports. FracFocus.org contains information regarding
chemicals used in hydraulically fracturing tens ofthousands ofwells across the country,
including a number ofwells in Alaska. Additional information regarding HF fluids used
in Alaska would also be made publicly available ifAOGCC's froposed regulations were
adopted with protection oftrade secrets. See Exhibit A at 3-5. Moreover, in the event
that an emergency occurs in the future, or AOGCC needs RESI's trade secrets to
investigate waste or spills, RESI supports disclosure ofits trade secrets ifnecessary for
those PllIposes. [d. at 4-5.

Since disclosure must occur in the manner which is least intrusive under the third filctor,
the full disclosure language in AOGCC's draft regulations would violate RES!'s privacy.
Rather, disclosure oftrade secrets should be limited to instances ofemergencies or as
needed for waste or release investigations, as provided for in RESrs proposed 20 MC
25.283(1)-(0). [d.

B. Alaska Statutes Require That BESI's Trade Secrets Be Protected
From Misappropriation.

Trade secrets are protected from misappropriation under the Alaska Uniform Trade
Secrets Act. A.S. §§ 45.50.910 - 45.50.945. AS 45.50.940 provides that a trade secret is
information that:

4 BESI also suggests amendments to 20 AAC 25.283(hX2)(B), 20 AAC 25.283(hX2)(C) and
(D), to avoid confusion and possible redundancy about what information will be disclosed. See
Exhibit A at 3.
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(A) derives independent economic value, actual or potential, from not being
generally known to, and not being readily ascertainable by proper means by
other persons who can obtain economic value ftom its disclosure or use;
and
(8) is the subject ofefforts that are reasonable under the circumstances to
maintain its secrecy.

The fl1'St part ofthe definition asks if the trade secret derives value ftom its
confidentiality, and the second part ofthe definition asks ifthe trade secret is actually
kept secret. Recently, in Powercorp Alaska, LLC, v. Alaska Energy Authority, 290 P.3d
1173 (Alaska 2012), two ofthree Alaska Supreme Court justices elaborated on this
definition by adopting the widely recognized Restatement ofTorts six factor test to
determine whether information constitutes a trade secret Powercorp, at 1187. The six
factors are:

(I) the extent to which the information is known outside of[the] business;
(2) the extent to which it is known by employees and others involved in
[the] business; (3) the extent ofmeasures taken by [the business] to guard
the secrecy ofthe information; (4) the value ofthe information to [the
business] and to [its] competitors; (5) the amount ofeffort or money
expended by [the business] in developing the information; (6) the ease or
difficulty with which the information could be properly acquired or
duplicated by others.

Powercorp at 1187, citing Secure Energy, Inc. v. Coal Synthetics, LLC, 708 F. Supp.2d
923,926 (B.D. Mo. 2010) (alterations in original) (internal citations omitted). S

There are two aspects ofHESl's additive formulas that we regard as trade secrets in some
instances: (1) the specific chemicals that are included in any specific fluid mixture and
(2) the amount ofeach chemical in that specific fluid mixture. Both the identity of
proprietary ingredients in HESl's additives as well as the concentrations ofkey
ingredients easily meet the six factor Restatement test:

• The proprietary constituents and concentrations are generally not disclosed
to anyone outside ofHESI and are known only to those who are bound by
law and/or confidentiality agreements to keep the information confidential.
(lll Factor)

SMost states have adopted some form ofthe Restatement test for identifying trade secrets and a
number ofstates have specifically incorporated the Restatement test in their HF fluid disclosure
regulations. HESI recommends that the AOGCC adopt the test in its regulations. See Exhibit A
at 6.
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o HESI goes to great lengths to make sure that only those few people who
need to know about them do know about them inside the business. (2nd

Factor)

• HESI goes to great lengths to guard the secrecy ofthis product information,
carefully limiting access to the information and ensuring that it is not
released outside ofHESI except where the recipient is under an obligation
to keep the information confidential. (3n! Factor)

• HESI's trade secrets are extremely valuable to HESI and certainly would be
to HESI's competitors. (41h Factor)

• HESI has spent millions ofdollars developing these trade secrets and HF
fluids are a key component ofHESI's business. (5th Factor)

• HESI's competitors could easily determine the identity and concentrations
ofHESI's proprietary chemicals and duplicate them ifHESI had to disclose
them without proper safeguards. (61h Factor)

We believe that protection ofour trade secrets is critical to the development and use of
ever more effective methods to drill wells, enhance oil and gas production, and protect
the environment at the same time. The freedom to innovate while protecting our
investment has led to (1) a reduction in overall chemical use; (2) the use ofchemicals that
provide an extra margin ofenvironmental safety; (3) recycling ofwastewater to reduce
the use of fresh water and to reduce the amount ofwastewater that must be disposed of;
(4) reduced truck traffic; (5) less packaging and storage ofmaterials; (6) less reworking
offluids at the well site; and (7) a smaller well pad footprint.

We therefore request that the AOGCC adopt the Restatement test for what constitutes a
trade secret in its regulations and provide that trade secrets do not need to be disclosed to
AOGCC. See Exhibit A at 3-6.

C. Adequate Regulation by AOGCC orHF Does Not Require HESI to
Reveal Trade Seerets.

HESI supports the disclosure ofall chemical ingredients that are intentionally included in
our additives in a single aggregated list. We merely request that the particular ingredients
are not tied to particular additives, and that we be able to choose not to disclose the
identity ofcertain ofthe ingredients which we consider to be proprietary in order to
protect our R&D from disclosure to our competitors.

Significantly, there is no demonstrated need for AOOCC, the public or HESI's
competitors to obtain this information. Contamination of fresh drinking water is not a
concern on the North Slope. A thick layer ofsoil is underlain by permafrost so there is
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no liquid water, other than surface water, to a depth of 1000 to 2000 feet. Below the
permafrost, only salt water is present, with very few exceptions. See AOGCC WHITE
PAPER at *1.

Even where HF occurs in areas ofthe State where drinking water could be impacted,
many studies have concluded that HF operations do not contaminate drinking water
wells. In 2004, EPA completed a study ofthe potential impacts ofhydraulic fracturing of
coalbed methane (CBM) wells on drinking water supplies. See "Evaluation of Impacts
on Underground Sources ofDrinking Water by Hydraulic Fracturing ofCoalbed Methane
Reservoirs," EPA Office ofWater (June 2004». As part ofthis study EPA reviewed
information about alleged incidents ofdrinking water well contamination believed by the
affected parties to be associated with hydraulic fracturing or other CBM development
activities. Based on its review, the Agency found that, although thousands ofCBM wells
are fractured annually, there were "no confirmed cases that are linked to fracturing fluid
injection in CBM wells or subsequent underground movement offracturing fluids." Id.
at ES-I. EPA concluded that hydraulic fracturing ofCBM wells poses little or no threat
to underground sources ofdrinking water.6

6 More recently, the Shale Gas Production Subcommittee of the U.S. Secretary ofEnergy
Advisoxy Board ("SEAB'') recognized in an August 2011 report that "[r]egulators and
geophysical experts agree that the likelihood ofproperly injected fracturing fluid reaching
drinking water through fractures is remote where there is a large depth separation between
drinking water sources and the producing zone." EPA Administrator Lisa Jackson stated in May
24,2011 testimony before the House Committee on Oversight and Government Refonn that she
was "not aware ofany water contamination associated with the recent drilling" in the Marcellus
Shale. She also stated in anApri130, 2012 interviewthat "in no case has [EPA] made a
definitive determination that the fracing process has caused chemicals to enter groundwater."
BLM Director Bob Abbey has likewise stated that BLM has "•.. not seen evidence ofany
adverse effect as a result ofthe use ofthe chemicals that are part of ... fracking technology."
State regulators have reached similar conclusions. S.2248, 112th Cong. § 8 (2012). The New
York State Department ofEnvironmentaJ Conservation ("NYSDEC") concluded after extensive
study that hydraulic fracturing "does not present a reasonably foreseeable risk ofsignificant
adverse environmental impacts to potential fresh water aquifers." The Department cited the
statements ofregulatory officials from 15 states - including Alaska, Colorado, New Mexico,
Pennsylvania, Ohio, Texas and Wyoming - that hydraulic fracturing operations have not led to
groundwater contamination. In a 2012 study commissioned by RESI, Gradient reaffirmed the
NYSDEC's conclusions that potential groundwater contamination as a result ofmigratioo of
fracturing fluid from the underlying fracture zone is not plausible. "Human Health Risk
Evaluation for Hydraulic Fracturing Fluid Additives," Gradient, at ES-8 (Januaxy 10,2012).
Gradient further found that even ifgroundwater migration was hypothetically assumed, the
migration would be extremely slow and would dilute the HF fluid conatituent concentrations in
the overlying aquifer to concentrations well below health-based standllIdslbencbmarks. Id at ES
9.
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The lack ofdemonstrated impact on drinking water as a result ofhydraulic fracturing is
due to the nature ofHF activities and other factors that weigh against any significant
migration of fracturing fluids towards drinking water wells. The majority ofHF takes
place at depths far below any groundwater sources that could reasonably be considered
drinking water sources. Additionally, once HF operations are completed, the well
operator begins to pump out groundwater as well as oil or gas, removing as much as 82%
ofthe fracturing fluids in the process. As long as oil or gas continues to be pumped out
of the well, any remaining fluids within the capture zone ofthe well will generally be
drawn toward the oil or gas well by the pumping and are unlikely to migrate away from
the vicinity ofthe well.

The studies concluding that there is no negative impact on drinking water have been
borne out by Alaska's experience. As AOGCC has noted, "[i]n over fifty years of oil and
gas production, Alaska has yet to suffer a single documented instance of subsurface
damage to an underground source ofdrinking water. As long as each well is properly
constructed and its mechanical integrity is maintained, hydraulic fracturing should have
no potential to damage any fresh groundwater." AOGCC WHITE PAPER at *2. In other
words, the key to protection ofdrinking water is well construction and integrity which
AOGCC appropriately and adequately regulates through existing statutes and regulations.

D. BESI's Suggested Changes Are Also Consistent with Federal Law.

Numerous federailaws applicable to HF operations recognize the importance oftrade
secret protection. For example, Material Safety Data Sheets (MSDSs) are already
required by federailaw to be available on location. AOGCC WHITE PAPER at *1.
MSDSs require the identification of hazardous chemicals in the workplace, but not the
disclosure of specific chemical constituents or quantities ofsuch chemical constituents if
they.are atrade.secret. See 29 C.F.R. § 1910.l200(i). However, this information must be
disclosed to health professionals where there is a written statement ofmedical need for
the information and a written agreement requiring the health professional to maintain the
confidentiality of the information. 29 C.F.R. § 1910.1200(iX2).

One draft 2011 EPA study tentatively reached a different conclusion finding that "constituents
associated with hydraulic fiBcturing have contBIninatM groundwater at and below the depth used
for domestic water supply" in Pavillion, Wyoming. Draft Investigation o/Ground Water
Contamination near Pavillion, Wyoming (December 2011). However, BLM pointed out to EPA
that the "two rounds of sampling obtained [by EPA] at these two locations are not statistically
valid to arrive at any reliable conclusion given potential reservoir complexities" and that "[t]he
degree to which the hydrogeologic environment varies spatiaJJy and temporally further
complicates this reliability." March I, 2012 letter fromBLM to EPA. In light of this feedback
(and criticism from the State ofWyoming and other sources), EPA subsequently conducted an
additional round of sampling but has not issued a final report, and has extended the public
comment period on its study until September 30, 2013.
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Similarly, under the Emergency Planning and Community Right-to-Know Act (EPCRA),
42 U.S.C. §§ 11001-11050, an operator is required to submit an emergency and
hazardous chemical inventory form. The operator can withhold from submission to local
and state authorities the specific identity ofa chemical in order to protect trade secret
information. 42 U.S.C. § 11042(a)(I). The operator may be required to provide that
chemical information to health professionals upon a specific written request showing that
the information is needed for the purposes ofdiagnosis or treatment. Id. § 11043(a), (b).
The person receiving the information must agree in a written confidentiality agreement
that he or she will not use the information for any purpose other than the health needs
identified in the statement of need.

Finally, the Freedom ofinformation Act (FOIA) also requires that trade secrets and
commercial or financial information not be disclosed. 5 U.S.C. § 552(bX4). The two
prongs ofthe exemption - (1) trade secrets and (2) information that is commercial or
financial- have been separately analyzed by the courts. Trade secrets are defined as "a
secret, commercially valuable plan, formula, process, or device that is used for the
making, compounding or processing of trade commodities and that can be said to be the
end product ofeither innovation or substantial effort." Public Citizen Health Research
Group v. Food andDrug Admin, 704 F.2d 1280, 1288-89 (D.C. Cir. 1983). RESI
condJlcts extensive research and development in order to create a new or improved HF
fluid that can be applied successfully to address market needs. Once a new product is
developed, it undergoes extensive modeling and testing in our laboratories. If it performs
well, we conduct field tests. If those are also successful, the new fluid is added to our
suite ofproducts and made commercially available. Thus, RESI is creating secret
formulas that are used in trade commodities and are the end product ofinnovation and
substantial effort.

RESI's formulas are also protected as "commercial or financial. information" under the
second prong ofExemption Four. To qualify as commercial or financial information, the
inforination must be (1) commercial or financial, (2) from a person, and (3) privileged or
confidential. In a leading case with respect to the third prong, National Parks
Conservation Ass 'n v. Morton, 498 F.2d 765 (D.C. Cir. 1974) (National Parks l), the
D.C. Circuit created the following two part test:

To summarize, [a] commercial or financial matter is "confidential" for
purposes ofthe exemption ifdisclosure ofthe information is likely to have
either ofthe following effects: (1) to impair the Government's ability to
obtain necessary information in the future; or (2) to cause substantial harm
to the competitive position ofthe person from whom the information was
obtained.

National Parks 1,498 F.2d at 770.

-12-
EXHIBIT A

12



HESI's proprietary information meets these criteria as welL As discussed above, our
additive formulas are "commercial" because HESI (a ''person'' under Exemption Four)
markets and sells its HF fluids and additives to customers world-wide. With respect to
whether the information is "confidential," HESI clearly has competition for such
products, and would suffer substantial harm to its competitive position if the full formuia
was disclosed because competitors could copy its products, effectively eliminating
HESI's competitive and commercial advantage.

In sum, many federal laws provide protection similar to what HESI requests in Exhibit A.

E. IfHESI's Trade Secrets are Disclosed to AOGCC, AOGCC Must
Ensure that Such Trade Secrets are Protected From Disclosure to
HES!'s Competitors.

HESI's proposed language in Exhibit A represents an appropriate balance between
transparency and trade secret protection because disclosure ofHESI's proprietary
information would occur in the least intrusive manner, making HESI's proprietary
information known only to those who need it to address emergencies, spills and waste. It
will also enable AOGCC to avoid reprioritization of its resources to trade secret analysis
in response to Public Record Act (PRA) requests, and will help shield AOGCC from
potential litigation based on trade secret claims and public record requests. By not taking
possession ofthis information, AOGCC would likely not be a party to any potential
litigation over any claimed lack ofdisclosure by an operator.7

If, however, AOGCC determines not to adopt HESI's proposals, AOGCC should ensure
that HESI's proprietary information and trade secrets are protected from disclosure to
HESI's competitors by adopting explicit language in the regulations protecting HESI's
tl'a!1e secrets from disclosure. a

7 The Wyoming Oil and Gas Conservation CommiS'rion takes possession oftrade secret
information for HF fluids and was recently sued over its trade secret designations. Powder River
Basin Resource CoU1lCil, et al. v. Wyoming Oil and Gas Conservation Commlssioll, Civ. Action
94650, Seventh Judicial District, Wyoming.

I This could be accomplished by adding the following subsection after proposed 20 AAC
2S.283(h): "(-) ifthe operator claims that the specific identity ofa chemical, the concentration
ofa chemical, or both the specific identity and concentration ofa chemical is a trade secret, the
operator ofthe well must indicate on the Application for Sundry Approvals (Form 10-403) or the
Report ofSundry Well Operations (Form 10-404) that the identity ofthe chemical, the
concentration ofa chemical or both is claimed to be entitled to trade secret protection. Any
information designated as entitled to trade secret protection on the Form 10-403 or the Form 10
404 shaI1 be treated as confidential by AOGCC and shaI1 in no way be construed as publicly
available." Additionally, ifAOGCC takes this route, it should also consider including the
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The PRA prohibits disclosure ofrecords protected from disclosure under federal or state
law. AS 40.25.120(a)(4). It would appear that in light ofthis exception to the PRA,
many other State agencies have e~licitIy protected trade secrets in the agency's
possession from public disclosure. Additionally, to date, every state that has
adopted HF fluid disclosure regulations provides some form oftrade secret protection as
well. 10

IlL The AOGCC Should Provide More Flexibility With Respect to Placement of
HFFluids.

Proposed 20 AAC 25.283(e) would require that all HF fluids be "confined to the
approved formations during hydraulic fracturing."

Operators have every incentive to contain fractures and fracturing fluid within the
approved formation; any fractures that extend outside the approved formation - and any
fluids that enter those portions ofthe fractures - are likely to represent a waste of
resources because they will contribute little to oil and gas production. Accordingly,
BESI strives to control the propagation of fractures during hydraulic fracturing
operations through a variety oftechniques, including modeling ofthe formation being
fractured, desigu ofa fracturing operation through selection ofappropriate fracturing
fluids as well as the determination offluid volumes and pumping rates and "real time"

concepts embodied in HESI's proposed language for 20 AAC 25.283(j) - (q) and HESI's
proposed definitions in 20 AAC 25.900. See Exhibit A to HESI's Comments.

9 See. e.g., 2 AAC 12.770 (ChiefProcurement Officer may establish procedures to protect the
confidentiality oftrade secrets and confidential technical data in public contracts); 3 AAC 48.045
(providing for protection oftrade secrets provided fo the Alaska Regulatory Commission and
petition must show the need for confidentiality outweighs the public interest in disclosure); 3
AAC 107.630 (protection for materials submitted to the Alaska Energy Authority Grant
Program); 3 AAC 233.950 (Alaska Science and Technology Foundation will not disclose trade
secrets); 6 AAC 93.070 (Western Alaska Community Development Quota Program will not
disclose trade secrets if the need for confidentiality outweighs the public interest in disclosure); 8
AAC 61.060 (information submitted to OSHA that employer identifies as a trade secret will not
be disclosed); 18 AAC 31.015 (Department ofEnvironmental Conservation will keep trade
secrets confidential unless the public interest in disclosure outweighs the privacy interest).
Additionally, because the provisions ofAS 44.62 (Alaska's Administrative Procedure Act) do
not apply to the Alaska Aerospace Corporation, see AS 26.27.11O(b), it has adopted Article
I.22O(a) which states that confidential information, including trade secrets and proprietary
information, will be held in strict confidence by the corporation and the corporation shall not
disclose the information.

10 See e.g. 2 COLO CoDEREos404-1 s. 205A; LA. ADMIN CoDE 43:XIX 118; OKLA. ADMiN.
CoDE § 165:10-3-10; 28 PA. CoDE § 78.122; 16 TEx. ADMIN CoDE § 3.29.
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monitoring ofvarious aspects of fracturing operations. However, because ofthe
hydrogeologically-complex nature ofmany formations, fractures at some well sites may
not be completely confined to the "approved formations" in all cases.

Given the many diverse hydrogeological environments that may be faced in hydraulic
fracturing operations, AOGCC should provide sufficient flexibility that adequately
reflects the complexities ofthe subsurface environments in which HF take place. In
order to accomplish AOGCC's goal offluid containment while accurately reflecting the
difficulties operators face, the language of 20 AAC 25.283(e) should be modified to
provide that the placement ofall hydrau1ic fracturing fluids shall not result in the
transmission ofsuch fluids beyond the confining zone. Otherwise HESI would have to
design stimulation programs more conservatively in order to maximize the likelihood that
the stimulation fluids would remain confined to the objective formation, which in turn
would result in decreases in production from individual wells. In some cases HESI
would not be able to design a stimulation program that would ensure that the stimulation
fluids would remain confined to the approved formation and therefore would have to
forego stimulating the formation.

Similarly, proposed 20 AAe 25.283(a)(13) requires an applicant to disclose known or
suspected faults, and information sufficient to support a determination that any such
faults will not interfere with containment ofthe hydraulic fracturing fluid. I I We support
this requirement but are concerned that it is unclear what level ofinformation would be
considered "sufficient" to make such a determination. We therefore request that AOGCC
clarify what information it seeks.

IV. Pre-Hydrautic Fracturing Disclosure is Unnecessary

HESI also respectfully requests deletion of20 AAC 25.283(a)(14). Although detaifed
research and review ofevery proposed HF operation is conducted before fracturing
begins, operators often end up using different additives or different amounts offluids
than what was originally planned once HF actuaI1y begins. As AOGCC has noted,
interval thickness, permeability and other characteristics that determine required fluid
volnmes generalJy are not known before the well is drilled. AOGCC WHITE PAPER at 1.
Based on these potential variables, 20 AAC 25.283(a)(14) imposes an unnecessary and

II Thus, this section will address any concerns regarding potential seismic activity or earthquakes
although HESI does not believe that HF activities cause significant seismic disturbances that
pose a tIm:at to humans or the environment HESI's research has shown that faults do not
contribute significantly to subsurface movement ofHF fluids. Similarly, the National Research
Council found in Induced Seismicity Potential in Energy Technologies (June 2012) that the
process ofhydraulic fracturing a well for shale gas recovery does not pose a high risk for
inducing felt seismic events.
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burdensome requirement especially since disclosure would also occur after HF operations
are completed under 20 AAC 25.283(h). Accordingly, HESI respectfully requests that
AOGCC eliminate this requirement

V. Pressure Relief Valves and Remotely Controlled Shut-In Devices Should Not
be Required

Finally, HESI requests that 20 AAC 25.283(d) be deleted in its entirety. Proposed
subsection (d) requires a pressure reliefvalve to limit the line pressure, as well as a
remotely controlled shut-in device. However, often times a pressure relief valve is not
recommended to limit the treating pressure. Rather, the treating pressure is better
controlled by pumps with electronic switches that can be set to stop pumping
immediately when a maximum pressure is achieved, and are many times more
dependable than pressure reliefvalves. Similarly, a remotely controlled shut-in device
may not be appropriate for the fracture and in certain circumstances could be catastrophic
in the event the valve accidentally closes while pumping at high pressure. Because
pressure reliefvalves and a remotely controlled shut-in device can potentially create
unnecessary risks, HESI respectfully requests that AOGCC eliminate this section.

VI. Conclusion

For the reasons articulated above, HESI respectfully requests that AOGCC adopt the
changes to the draft regulations provided for in Exhibit A to HESI's Comments. In
addition to the draft regulations discussed above, HESI also recommends definitions for
three terms used in the regulations: "hydraulic fracturing treatment," "additive," and
"trade secret."

Very truly yours,

l.~~
Louisiana W. Cutler, Alaska Bar No. 9106028
Attorneys for Halliburton Energy Services, Inc.
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*NEW LANGUAGE SHOWN IN RED; DELETED LANGUAGE STRICKEP< OUT·

20 AAC 25.283. Hydraulic Fracturing. (a) Prior to hydraulic fracturing, the operator must
submit an Application For Sundry Approvals (Form 10-403) under 20 AAC 25.280. The
application shall include;

(l) an affidavit showing that all owners, landowners, surface owners, and operators
within one-<!uarter mile of the wellbore trajectory have been provided a complete copy ofthe
application for hydraulic fracturing;

(2) a plat showing the well location and identifying any water wells located within a one
quarter mile radius ofthe well's surl'ace location and further identifying any well penetrations
(all well types) within onC-<!uarter mile ofthe proposed wellbore trajectory and fracturing
interval and the sources ofthe information used in identifying such wells;

(3) identification of freshwater aquifers within the one-<!uarter mile radius;
(4) whether the well is covered by a Freshwater Aquifer Exemption as per 20 AAC

25.440;
(5) water sampling ofwater wells. Water sampling consists ofcollection ofbaseline

water data pre-fracture and follow-up water sampling collected at the same location no sooner
than 90 days and no later than 120 days after the conclusion ofany hydraulic fracturing
operations. The sample parameters shall include pH; A1kaJini1y; Specific conductance; Major
cations/anions (bromide, chloride, fluoride, potassium, sulfiUe, sodium); Total dissolved solids;
BTEXIGROIDRO (Benzene, Toluene, Ethylene, Xylene/Gasoline Range Organics/Diesel Range
Organics); TPH (Total Petroleum Hydrocarbons) or Oil and Grease (HEM); PAH's (polynuclear
Aromatic Hydrocarbons including benzo(a)pyrene); Dissolved Methane, Dissolved Ethane,
Dissolved Propane; and Metals (arsenic, barium, boron, cadmium, calcium, chromium, iron,
magnesium, manganese, selenium). Current applicable EPA-approved sample custody and
collection protocols and analytical methods for drinking water must be used and analyses must
be performed by laboratories that maintain nationally accredited programs. Copies ofall test
results, analytical results and sample locations shall be provided to the commission and to the
Alaska Department ofEnvironmental Conservation in an ~lectronic data deliverable foJ;lllllt
within 90 days of collecting the samples;

(6) detailed casing and cementing information;
(l) an assessment ofeach casing and cementing operation performed to construct or

repair the well with sufficient supporting infonnation, including cement evaluation logs and
other evaluation logs approved by the commission, to demonstrate that casing is cemented below
the base of the lowermost freshwater aquifer and according to 20 AAC 25.030 and that all
hydrocarbon zones penetrated by the well are isolated;

(8) pressure test information ifavailable and plans to pressure test the casings and tubing
installed in the well;

(9) accurate pressure ratings and schematics for the wellbore, wellhead, BOPE, and
treating head;

(10) data for the fracturing zone and confining zones including lithologic description,
geological name, thickness and measured depth (MD) and true vertical depth (TVD), and
estimated fracture pressures for the fracturing zone and confining zones;

(11) the geologic name and depth (MD and TVD) to the bottom ofall freshwater
aquifers;
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(12) the location, orienta1ion, and a report on the mechanical condition ofeach well that
may 1raDsect the confining zones and infoanation sufficient to support a determination that such
wells will not interfere with containment ofthe hydraulic fracturing fluid;

(13) the location, orientation, and geological data ofknown or suspected filults and
fractures that may transect the confining zones, and infoanation sufficient to support a
determination that any such filults and fractures will not interfere with containment ofthe
hydraulic fracturing fluid; (NOTE: RES! respectfully requests that this section be modified
to clarify the type ojinjorTfUltion that would be "sufJicient" to make the determination.)

(14) a detailed copy of the proposed hydraulic fracturing program by stage including
f.!...) tee rti=etoEl taw. va_os planA.;
<Bl tile tRwIe Tnme and geBefie MIlle altho pPiBeiple iHHEis Ie he \lsoti;
Eq 1M estimated epmlBt 9f velume ef1ho pliBeil'le iktidB te he l:1Sod

ifteludkg TJHSesmem, _ids, SP geDiBg ag8Bt9;
EI>~ tke estimated '.veigfit Sf '.Jaklm! efiBefl: sueskmses, iBehldisg

preppaBts SAd steer S\lsstBBees iBjeeteEi Ie aid ill well elolBlIp
E) the maximum anticipated treating pressure and information sufficient

to support a determination that the well is appropriately constructed for the proposed
hydraulic fracturing program; and

(F) the designed height and length ofthe proposed fracture(s), including
the calculated MD and TVD ofthe top ofthe fracture(s).
(15) a detailed description ofthe plan for post fracture wellbore cleanup and fluid

recovery through to production operations.
(b) When hydraulic fracturing through production casing or through intermediate casing, the

casing must be tested to 1100/0 ofthe maximum anticipated surface treating pressure. Ifthe
casing fiIils the pressure test it must be repaired or the operator must use a temporary casing
string (fracturing string).

(c) When hydraulic fracturing through a fracturing string, the fracturing string must be stung
into a liner or run on a packer set not less than 100ft TVD below the cement top of the
production or intermediate casing and tested to not less than 1100/0 ofthe maximum anticipated
treating pressure minus the annulus pressure applied between the fracturing string and the
production or intermediate casing.
~ Apr_ :Nlliefvtl!'.'~IIlU8t \Ie iB!ltBIJea ell tBe t! t ·Bg lien \lM\Yellll JlIlBlJlS na

'm"hBli fa Breit tBe IiIle Jll'8- fa tBe test pre_~ iDea ill (8)1] (B) efthis seetialli tile
"nellmU9t 88 8IIl:1i"ed yli. a i etely eenbelled &h. ill ....rise _ISS the spater Ietfl!est9 8Bd
sHripe a 9Mi:ver Hem the oa-m;,sasfto

(e) The placement ofall hydraulic fracturing fluids shall not result in the transmission of
such fluids beyond the confining zone. lie almEna te tile 4Pi8wa fax eti'3llS lluriBg lxy6muIie
ffeoaHiBg.

(f) The surfilce casing valve must remain open while hydraulic fracturing operations are in
progress; the annular space between the fracturing string and the intermediate or production
casing must be continuously monitored; the pressure in such annular space may not exceed the
pressure rating ofthe lowest rated component that would be exposed to pressure should the
fracturing string fail.

(g) During hydraulic fracturing operations, all annulus pressures must be continuously
monitored and recorded. Ifat any time during hydraulic fracturing operations the annulns
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pressure increases more than 500 psig the operator must notify the commission as soon as
practicable, but no later than twenty-four (24) hours following the incident and shall implement
corrective action or increased surveillance as the commission requires. Within fifteen (15) days
after the occurrence, the operator shall submit a Report ofSundry Well Operations Form IlJ..404
giving all details, including corrective actions taken.

(h) The operator shall file with the commission, within 30 days after completion ofhydraulic
fracturing operations, on a Report ofSundry Well Operations (Form ID-404), a complete record
ofthe work performed and the tests conducted, and a summary ofdaily well operations as
described in 20 AAC 25.070(3). The operator shall also file with the commission a copy of the
daily record required by 20 AAC 25.070(1), for each hydraulic fracturing interval. The
information will include:

(1) a description of the actual treated interval including measured and true vertical depth
ofperforations; and

(2) the amount and types(s) ofmaterial pumped during each treatment stage and the total
amount and types ofmaterial pumped including;

(A) a description of the hydraulic fracturing fluid pumped identified by
additive type (e.g. acid, biocide, breaker, brine, corrosion inhibitor, crosslinker, de
emulsifier, friction reducer, gel, iron con1rol, oxygen scavenger, pH adjusting agent,
proppant, scale inhibitor, surfactant);

(R) tfte ehemieal irgrstlieBt DAme end tee Ghemieell..8sH:aefs SBfYiee
EGAS~ RegislPy HIHIIilIll', as poolisheEi hy Uie Chemieel Ahs1filet5 SePJiee, 8 tlfrAgjeB ef
tlte ::\:IBeriS8I1 Caeeel geeiMy ("'N"a~t.eas.eW, fef s&eli bgnEiiet eftBe addis'le \H1sEb
The Pate Sf eSBeeBka'lisB fer eeea eddiwJ8 &cll },e p!9!lided iB 4PZCI'l'iete 9!SnsuClliWit
BBNs (peUBEisper geneD; geUeBll pili' thepS8ml gaIleB/l; penes hy weigllt e! poreeBt hy
T;elume, SF J'8l't9 1'8f millisB);

(8) each chemical ingredient used in the hydrau1ic fracturing treetment(s)
ofthe well that is subject to the requirements of29 Code ofFederal Regulations
§1910.1200(gX2), as provided by the chemical supplier or service company or by the
operator, if the operator provides its own chemical ingredients. and the Chemical
Abstracts Service (CAS) Registry Number, a division of the American Chemical Society
(www.cas.org), where applicable; and

(C) a supplemente1list ofall chemicals and their respective CAS numbers,
where applicable. not subject to the requirements of 29 Code ofFederal Regulations
§1910.1200(g){2), that were intentionally included in and used for the purpose ofcreating
the hydraulic fracturing treatments for the well.

(i) If the operator claims that the specific identity ofa chemical. the concentration ofa
chemical or both the specific identity and concentration of a chemical is a trade secret. the
operator of the well must indicate on the Application for Sundry Approvals (From 10-403) or the
Report ofSundry Well Operations (Fonn 10-404) that the identity of the chemical, the
concentration of a chemical or both is claimed to be entitled to trade secret protection and will
not be disclosed. [f the identity of the chemical, the concentration of a chemical or both is
claimed to be entitled to trade secret protection, the chemical family or other similar description
associated with such chemical ingredient shall be disclosed.

(j) A service provider who performs any part of a hydraulic fracturing treatment or a vendor
who provides hydraulic fracturing additives directly to the operator for a hydraulic fracturing
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treatment shall, with the exception of information claimed to be a trade secret. furnish the
operator with the information required by subsection 20 AAC 25.283(h)(2), as applicable.

(k) A vendor, service provider. or operator is not required to disclose chemicals that (i) are
not disclosed to it by the manufacturer, vendor or service provider; (ii) were not intentionally
added to the hydraulic fracturing fluid; or (iii) occur incidentally or are otherwise unintentionally
present in trace amounts, may be the incidental result of a chemical reaction or chemical process,
or may be constituents of naturally occurring materials that become pan of a hydraulic fracturing
fluid.

(I) Operators, service providers and/or vendors shall disclose the specific identity and amount
of any chemicals claimed to be a trade secret to a health professional or emergency responder
that requests such information provided that the health professional or emergency responder
provides:

(l) a written statement of need that the health professional or emergency responder has a
reasonable basis to believe that:

(A) the information is needed for purposes of diagnosis or treatment ofan
individual;

(B) the individual being diagnosed or treated may have been exposed to
the chemical concerned: and

(C) knowledge of the information will assist in such diagnosis ortreatrnent
(2) a confidentiality agreement that states:

(A) the health professional or emergency responder shall not use the
information for purposes other than the health needs asserted in the statement ofneed;
and

(B) the health professional or emergency responder shall otherwise
maintain the information as confidential.

(01) a written statement of need and confidentiality agreement is not required under (I) of this
section when a health professional or emergency responder determines that a medical emergency
exists and the specific identity and amount of any chemicals claimed to be a trade secret is
necessary for emergency treatment. An operator, service provider and'or vendor shall
immediately disclose the information to the health professional or emergency responder upon

(I ) a verbal acknowledgment by the health professional or emergency responder that such
information shall not be used for purposes other than the health needs asserted; and

(2) a verbal acknowledgment that the health professional or emergency responder shall
otherwise maintain the information as confidential.

(n) A vendor. service provider. or operator, as applicable. shall provide the specific
identity of a chemical, the concentration of a chemical. or both the specific identity and
concentration of a chemical claimed to be a trade secret to the Commission upon receipt of a
communication from the Commission stating that such information is necessary to investigate a
release reported to the Commission under 20 AAC 25.205 or to investigate any allegation of
waste presented to or initiated by the Commission under AS 31.05.030(b) or AS
31.05.030(e)(J)(E), Upon receipt of such a communication from the Commission. such
information shall be disclosed by the vendor, service provider. or operator. as applicable. directly
to the Commission or its designee and shall in no way be construed as publicly available.

(0) The Commission or its designee may disclose information provided to it under 20 AAC
25.283(n) to the Alaska Department of Environmental Conservation (ADEe) only to the extent
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that such disclosure is necessary to allow ADEC to respond to a release and to otherwise carry
out its duties and responsibilities under AS 46.03 or AS 46.04. provided that such information
shall not be disseminated any further. Any information so disclosed to ADEC shall at all times
be considered confidential and shall in no way be construed as publicly available.

(p) Prior to the submission ofForm 10-404 under subsection (h), the operator must post
the information required by the Interstate Oil and Gas Compact Commission/Groundwater
Protection Council hydraulic fracturing web site (http://fracfocus.orgD. A hardcopy and
electronic copy ofthis information shall be filed as an attachment with the Form 10-404. (Eff.
_/_/-J Register_.)

(q) For purposes of this section "confining zone" means a geological formation or group
or part of a formation capable of limiting fluid movement out of an injection zone.

Authority: AS 31.05.030

EXHIBIT A TO HESPS COMMENTS
PROPOSED CHANGES TO AOGCC'S DRAFI'REGULATIONS
PAGESof6

EXHIBIT A
21



Register _---' 2013 ~CELLANEOUSBOARDS

Additional definitions proposed by HESI

20 AAe 25.990. DefiDitiODB

(34) "Hydraulic Fracturing Treatment" means all stages of the treatment of a well by the
application of hydraulic fracturing fluid under pressure that is expressly designed to initiate or
propagate fractures in a target geological formation to enhance production of oil and natural gas.

(35) "Additive" means any chemical substance or combination of substances, including a
proppant, contained in a hydraulic fracturing fluid that is intentionally added to a base fluid for a
specific purpose whether or not the purpose of any such substance or combination of substances
is to create fractures in a formation.

(36) "Trade Secret" means any formula, pattern, device. or compilation ofinformation
that is used in a person's business. and that gives the person an opportunity to obtain an
advantage over competitors. The six factors considered in determining whether information
qualifies as a trade secret. in accordance with the definition of "trade secret" in the Restatement
ofTom, Comment B to Section 757 (I 939), as discussed in Powercorp Alaska. Lie I', AJoslw
EnerJO Authority, 209 P.3d 1173 (Alaska 2012) include:

(A) the extent to which the information is known outside of the company;
(B) the extent to which it is known by employees and others involved in the

company's business;
(C) the extent of measures taken by the company to guard the secrecy of the

information;
(D) the value of the information to the company and its competitors;
(E) the amount of effort or money expended by the company in developing the

information; and
(F) the ease or difficulty with which the information could be properly acquired or

duplicated by others,
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ANALYSIS OF ECONOMIC IMPACTS RESULTING FROM FRACI'URlNG S11MULATION
'ADYANCED TECHNOLOGY' WlllflN THE MARCELLUS BASIN

ExeaJtivt SlIDID1ry

This study evaJuates lIIe likely ilDpllCls of 'advmccd l<cImology' wilbin lIIe Ml:ceDlII SIWc au Bum.
The fiDdinp indIcolc 1hoI fracturiDgllimuJllion 'adwnc:cd todmoJogics' acaz a significant uplift 10
JIIIlura1psproduclim tbrou&h lbey_203O. The 'adwnc:cd tccImoJocy' impact may be u high .. $41
billim (2008$) C<lIDiDs direc:IIy fiom in=ucd production. AdditiClll&Dylbe bau:fit is1alltamollll11o an
'cfticic:ncy' Ilimulus. By applylDg lIIe~ ...",amic and ...viromnoItlIJ tccImologlcs origiDalJy or
cIuriDg lIIe life oflbc weD 'odvanc:cd l<cImoJogics' result in an cstimaIt:d economic benefit of$41 billioo
(2001$) tbrough lIIe year WO or upwards of$2 billioo (2001$) per year.

This i5 equivalent 10 an economic 'efficiency' JlimuIus whidl will: I) increas.l.... bonusca. royalties,
slate and locaIlllXCS; 2) putia1ly b. reiDvcsled Into 1\utba" dcvdopment oflb. Man:d11lS Shal. and
polentiaDy allow Ibis ..... 10 become a net c:xporlcr ofJIIIlura1 pllbClCby saving 1\mds normalJy spent 00

importecl fud1; 3) putia1Iy show up as improved 'reIaincd ClII'Ilinp' for larsc and smaIl sbarebaJdcn and
reinvested into lIIe CCOIlODIY lbrough normal economic activity; 4) allow for sec:urily and slabilily of
indigenous supply for regionaI populatlCllllIbat Is COlt competitive; and S) most imporIanlIy, c:rcate
sustainabI. local ......,..,ic atimullII and local jobs.

This anaIyals docs not quantitalIvely provide an ortimaIe oflb. number ofjob. acaIaIlocally, rcgiooally,
md natlClll&Dy or ortimaIe1be direc:l, indirect, and lnduc:cd multiplier impact to Ibc local economics.
However, it docs provid.1be basis 10 COIIJiderlbepositivc 'odvanc:cdl<clmology' impactoolooaljobJ
croated and IooaI economic impactJ.

Methodolggy sod Apymptipn.
To determine1be impeeta ofllle pennit conditions proposed by lIIe New YorlcS_Department of
EnviroomentaJ ConJerYatim on natural pi produclioo Ibis analyaia modds Ibe difference in JIIIlura1 pi
producIion OVer tim.d andlYllllmtt adopCIoo ofproven 1iacluring 'odvanc:cd tccImoiogy' farlbc tim.
period 2009 through 2030 ocrosslb. Man:dIUJ Basin (including N_Yode, PeoDsyIvaoia, Wcst Yirginia
and Ohio).

No effort is nwIc \0 exlaId Ibis analyaia llG'OSJ multlpl.~ fillure se<mri0l and compare 1bcm
wilh lb. hue ..... Th. malysiJ did not aIlempt to diJa&grcpIr: Ibc estimoted impocts by slate. Th. study
fix:used only on MMcellus JbaJc IIIIIIra1 gas.

Typical Man:d1oa sbale declin........ for horizonlal weOJ wee utilized. Some oflbese decline CUIVOI

hIM aIrcady beat publllbod byll'H1
• This IllIdy utiliz.ed natural po priocs u estim"'" by IHS md

p,Wi"''''' by API'. Nalnra1 pi prices lIIOd wee leptt:lltlltecl in 2008 doI1an. Th. API study only publisbed
prices tbrough 2018. This study bdd prlocs in real tamJ COliSlIIIt bcyCllld 2018. Income and ....pIoyment
mullip1icra were available 110m PWc' but were undcnloocl \0 be not apecific 10 Ibc upsbemn oil aod pi
induslry.

The J1udy uaumcxla growlh market for Ibe Man:d1us sba1c ow:r time, Lo., nonna! growlh inwdll drilled
ormmmRD'llcwilb nped'd nalIIraIps 0<0Il0IlIi... Oi'Yen 1bese aaumpliona cumulative volumes
rcsuIIing liom liIIetnrinll JtimuIatIOll 'adYalwed tedmology' __ ............

This anolyaia was hued upon ao estimll!ol SOO TCF ofnatural gas wilh a 0lllI&CIMIIM: 10% I1>OO\'CZY
filclOr. InItia1 produclim perwdlwaa """ to be 4.5 MMCFD. Fintyear declincs~ cstim""" to
be about 7S% aod roofbctnrinB waa 10 00ClIr apprmimately r:vcry II years. Detailed weU
decline curva were ........uIIIed 10 produce a Man:ell1II abal. boain decline c:unoe. The anaIyais was
tcrminaled in 2030.

Th. study cletermined Ibc sqpnaJl oflbc MMcellas abal.1hoI would likely be serYOd by eDOIJY sc:rvice
componics which can deliver advanc:cd IiacInrinI atimnIatioo tcdmoIogy. The analyaia aIJo aasumcs Ibc
portion oflbe nwIcet serYOd by energy scnI..~icswilh 'adwnc:cd tec:bnoIOllY' Is aIJo lb. market
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where propri~ chemicals are curraltly used. We have COlISCI'VIItively estimated this portion ofthe
marlcot to be SO"'{"

Oocc the portion ofthe Man:dlus su production likely~ by 'ad_cod fnoIDring toohnology' WU

idcDtificd, the impact WU cvalualod. To dcmonstrIIc the uplift or inaeasc in production due to the use of
'adYmcod toohnologics,' two examples of'odvmcod!hlcturing toohnologies' are dCl<ribcd below.

The first cue incorporates rtudies compiled in four r<ocrVoirs comporing the USC ofproprietuy micro
emulsion lUrliI<:lant frocIuriDg fluids (mcl.dina: Halliburton's GuForm 1000) VI. o1tanativc fnoIDring
ftuids. Miao-cmubion fncftuids mitiplefi8ctorc fi<cdamagccauscd by phasc1rlpping, wetlIbility,
one! relative permeability issues. This odvmced ftuid syIlem hdps cree (OlIger elI'ective hclun: Ic:oaths.
returning greoler volumes of!l'ocluR fluids to the surfIu one! increasing well productivity Illd reserves.
The following list outlines the 1000000n one! JUIIbcr ofwdls studied in each area.

Propri~ Micro-Emulsion Benetits vs. A1tcma1ives - Cited Reservoir Studies

Tobie I.- - s.... Wolla Wlcnl j""Badll Daiwd

l.oa<o' o.-llMo' WY :u
lrlormali:aBd~ 2O)'CIt pi mc:vvay tneraIt at 31 %

_ of""""'"'"" _ halfl......of''''
c..doIl' ilolM<- CO 66 l11D0111h iDc:rcuc in .. produc:ticc aC2.5%lu1coboq

6 IIIoaIb iDc:rcue ill III pn:tductiCD of30%

......... FL Wordl TX 250
ISOdoy___ofml

Eltimatlld EUR iDauIe of41"

Mo=llus' Appe'rhim PAIWV 53
3 IDllGIh iDcnue mpi production of20%

NcnDI1izcd eItimIicd 20 year ... rec:cYGI)' mcre.c af 51"

The second ~lo&y' cue history iDfonnation is prcseoted below ill Pigu= I one! 2. Figure I
oompaies the ....uits oCllne oftietwells with those acbIeved ill we1lJ fractured UJinB Ho11lburtoo's Mono
Prop. MOllO-Prop is a high cooduetivit)'-inducing ptopj>lllt placed ill the filmudion as • partial m<lllOWyer
duriDg lial:luring oponlions. In tills ......ple, Moao-Prop iI OOIlSlcbnd to be the oplimImd lia<turin&
~OD _elogy' (pfOpietuy stimulation) VI. the COIMIItiOlll1 tilIcluring stimuIaIion_ems
employed on the alliot weill (DOn-proprietuy stimulation).

The horizDmaI axis of the graph shows the % reduction ill per well produetioo. In ......co theresu1ts show
a I9%, 22%. one! 29% redudion ill production when wellJ are fnclufed Idl!lf!!!l'advanood 1ioolurina
tz:oImo1ogy one! design' as compared to wells ftodwedlYil!! 'advanood tilIcluring toohnelogy one! design'.
In addition, amthor cue history provides resu1ts tIIIt opproach. 40% loss.

Pigure I goes tIBthea' to shaw on the VCIIicaI aaiI the % inaeasc ill wells mpDred Ml!!!!!l'adYmced
frocIuriDg toohnoIosY' case ill Cltder to povide the _.leveI ofnatun1 gu produdIllIlasl!illl the
'advanood lial:luring toohnology' case. The resu1ts iDdiclle that to bop the same productillll UJinB DOll

propriety ftacturiDc f1ui<1s wouid require tIIIt 24% to 41% mOle wells to be drilled.

This maIysis in no way SIIIIIlCSls 0< UIUlDCS that. reductiCHl in production perwdl would CIUSC"
increase in drillin&activity. It simplypoiDII out the pin in 'CCOlIomic cftici=y' by uslDs 'advanood
!hIcturing teoImology' fof the MarecUus shale.
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Filure 1

Impact of Loss of Proprietary Chemicals
(Loss in Economic Efliclency)

__II

Fi£ure 2 simply IlIIIIIIIW'izes lhe~ fracturiDg ..... histories wilbin lb. context ofprodw:tion bolh wi1h
and wilbout fn<:turing 'advaocod technology' design and__ Th• .",. of lb. curve bctwccn
proprietary slimuJaIion and non-propriety stimulation '"IJI'1'SOlIlS lb. economic impact of 'advaocod
tmmology'. This ""'" ultimately becomes an economic benefit; in olher words, fn<:turing slimuJatIon
'advanced Iodlnology' will provide economic uptiftto lhc c:i1izcna ofPennsyJvmia, Now YOI!<, Ohio, and
Wcsl Virginia tbrough lncrcaacd natural gu production and economic dlicicncy ofoptimizing reservoir
drainogc.

Pi£ure 2

Estimated Impact on Well Production

i
I
k------
_·_&..0111__

BIISCd on lb. case hiJtorics dcIcn"bcd~ it fa reasonable to usc an avenge 25% lou in procIw:tion in1hla
IDIIIltotwbcn fn<:turing stimulation 'advanced tmmology' fa nOlI.....,..t. This impti.. a 33% addjtioaal

PIp 3
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economic uplift for the portion oflbe marl<et utilizing 'advBDcod technology' and provides positive benefits
for the 'wIlh advaD.ced technology' cue.

Plsurc 3 n:prcsczrts Ibe cstimalcd aclivity rcpnling drilliDg and complcling wcIIs ond provides the basis of
the field dccliDc curve. Buc:d OIl tbis 1....1ofdriI1iDg eclivity. opprmdmatcly 38 reP would be recovered
in the 'wIlh odvIIIIced tccImology' cue from 2009lbrough 2030 IS caIIpBI'Cd to 33 reP in the 'Without
adYonccd tccImology' CISC. In oddiliOll, the 'wIlh lIdvonced lecImoloiY' .... includes technologies thIt
Illow Ii>r _ used in lhc fro<:IuriDg procca to be rccIlIimed and reused duriDg Ibe fro<:IuriDg of
subscqucal wells. Examples ofthese tccImologics include propric:tary miao-cmu1siOll surfoolonla and Opli
KlemWF (WllIor Proc). Opli-KIemWF is. brcaIcerforcxllllDgftictlon rcducen which lids in_
recovery. Wells within the Ilamclt Shalc utiliziDg propriclllry micro-cmulsion surfiIclanlI provided • S2%
illCnlUC in _ recovery. Both mi_ubion chemicals ond Opli.K1emWF have been dclamincd to
not only In<ftUe prcductlOll and reserves, but they also licilitalc grcllIor Iillc _ lCCOVcries1lom the
well. These additional_ rccovcrica arc ro-uacd In Ibe ..... that they arc combined with additional
1iab _ in order to serve IS die base 1Iuid for bcturing additional wells. Wbile not included in tbis
ana1yIls, new fiiotion rcducas arc being dove/oped _ will also bczIcfIt the cnvhmmcnt by Illowing the
~uscofa grcllIor pcn:adogc ofproduced _ wilb bigbcr brine C<lIlC:eZItrali than prcvionaly pouiblt.
This technology has the ume positive effect IS proprlclllry micro-emu1sion surfactaD1s and Opti-K1emWF
(\cis flesh _ nccdcd) pillS it fUrther rccInces Ibe amountof_thIt must be disposed ot:

AccordIngIy,lhcsc 'adYonccd tccImo1ogics' yield impotlant non-monclizcd bcnc1lll in the Ii>rm of
eahanced opporlulliti.. to recycle 1IowbacIc 1Iu1d. These bczIc1IlI arc quaalificd in P1surc 3. ThIs portion of
Ibe analysis is bucd upon on avaqe of400,000 gIllolIS of_uacd per fiac slqc, 10 fiac lIllIges per
well driI1ed, and • 2S% recovery Iictor. (While on 1&% average lIowbac1c recovery rate is CllJICClz:d for
most ofMarcoI1ul Sba1c Gao BuIn localcd in New Yad<, Ibe onticipotcd avenge lIowbac1c lCCOV~ rate
for III oflbeMarcollus Sbale Gas Basin (e.g., Pamaylvania, NewYad<, WcslVirainiaand Obio) Is
mcpcctcd to be cloocr to 2S%.)

Givallbcsc paramelon, Pigure 3 sbows _Ibe cumulative recycled _ from tbis drilling pIon would
alllOIDlt to about 18 blUion pIlons or about 60,000 acre feet of_thltwould be availableli>rrcusc in
lieu ofwithdrawing 1iab _from snrliIcc _ sources.

Pigure 3

MUng N:IM:y__Recycled
EaIImnla lorM_.

'200 20

10

1000 ,.•100
14 III

I 12 I000

I • I... • I•200

•
0

2011 2013 2018 2011 20ft 2Q21 ., 2D2I 2027 20a

EXI:lJBIr.-<:;B>--_
4



AnalysiJ
This lIllalysis shows the impact rclalive to two cases:~ and wjthout fracturing 'advlnced t«:hnology'.
EalimIllM gas producIion for theyear 2009 through 2030 is shown below for 1hc Man:cllus basin.

Table 2 represents the 'with advanced tccbnology' case, Table 3 rcprcscnts the 'without advInced
tcclmology', ond Table 4 represents the tc<lItomic bcDcfit lCSUlllng cIlrcctly from incrcucd production. The
Total numbers represent1hc sum across all years. Since production is represented in BCFD then the figure
for each year would need to be multiplied by 365 to convert to aycarIy lotBI.

Table 2 Table 3 Table 4-, ......- ............. TtICMakltw ara.tIl MItbt .. .- ..,
....- ....- ....-au
_... _...

au
_...

au ..... """'- OM au_ """'- au -"""'-- --- - ......., -- - ---vw ICf1l OF (IlI_ vw IlCFll F (IlI_ v. IlCFIl OF (UI""'~

"'"
,... ..., ..,. '000 ..S ..., ,... "'" .... ~"

...,
2Oto U. S1I .... 201• ... SlI S.. 20" .... S1I ...
201' • oo 50' .... 201' ... U7 S7I .." .12 517 ...
2012 1-'" '-'0 S10 2012 1.10 '-'0 Sot 2012 .to ,.28 1.1.
201. 1,.. '.71 '''70 201' ,... '.71 ttt1 201> lUll 1.71 ,.so
201. ..04 U> ,.... 201. t.70 Ul ,..., 201' ... sa 2.12

,." .." .... 21... 201. ..10 .... ,..... 201' U, .... ....
2011 .... .... 2U7 201. U, .... ..... 2011 ..., .... U5.." u, .... ..... 201' "04 ... ...to 201' .... ... ...
2011 .... .... >5.72 201. ..... .... ...., 201• ,... so< ....
..to '.70 .... - "'0 ~" .... ..... ,.,. .... .... 5.07.... U, .... - .... - sO< .... .... .... .... ....
2021 SO. .... ..... 2021 - .... <U, 2021 •.70 .... SDS

"'" Sot .... 151.111 "'" .... .... ..... "'" •.,. .... S4.... .... .... ..... .... ... .... ...... .... ... .... ........ SI' .... ..... .... .... .... 51.... .... ... .... ,....... .... SO< ,.... .... ,... .... .... ,.,. u. .... ...,.,. ,... SO< .... ,... .... .... 57... .... ... .... ...
2021 ,... .... ..... "'" SO< S.. ..... 2021 .... .... U7.... S21 SO< ,.... .... 7.11 sO< - .... '... .... ........ .... .... n.oo .... ,.... SO< ..... .... ,... .... ..,.
2010 SO, .... ,- 2010 ,. .... ...., 2010 ,... .... ....

104.10 .... "... 17U2 'Sot 'l't1.2S
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CgnCikJsim

This study provides insight into 1hc.ignifi....ce ofthe economic impocto resulting lmm ftacturing
lllimulalioo 'advanced tcclmology'. The rcsulls .ugest a '~... and signitlamt' economic impact will
llbIyocaJrwbcn 'advanced tcdmology' is odopted and implemcntcd. Italso points out the importonce of
protecting the inu:11ccluaJ property rights oflhc energy service companies Ibllt inwat ond develop new
ftacturing stimuWion 'advanced tcclmology'.

In porIicular, if_ or fcdcnl rcauJatioll is adopted wbioh requires complete disclosure ofc:bemical
formul.. to 1hc public lit large, i.e., beyond wbat is required10 Clllnre pubac ..mty, weJfBrc, ond
cnvIronmen1al sus1Iinabilitythen lOIS oflntdlectua1property will occur. Service Companies spend
bnntlrcds ofmillion ofdollars IIUlUa1ly to develop proprietary cbcmicals that oredeslgncd to mrrimizethe
n:coYCIY ofoil and gu resources. ThIs onalysis indiclltes the "economic impact" resulting lmm adVIIICcd
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fracturing stimulation is highly significant. It also emphasizes the importsncc for operators, service
companies, stllte and lbdcraI regulators, and all citizens to wodc together to find a pathway forward that
protects the c:nvironmcnt, the safety and welfare ofcitizens, and ensures the fntcgrlty ofintc1lCC1Ual
property rlghm.

The full c.rtimatcd economic impll<l of $41 billion (2008$) ....uIting ftom the usc offracturing stimulation
'advanced tecbnology' will provide in=c:nlI1 direct, indirect and induced economic impacts and provide
cmploymCllts opportunities tor Pennsylvania, New Yode, Oblo, and West VU)linJa.

I TPH Energy Rcscarch, Exhibit 24: Horizotrtal Type Carve Data; Exhibit 25 COG Horizotrtal Marcellus
1)pc Curve; Chcsapeala: Energy; Cbes"l'""kc General Type Curve -November 2008

2 illS Global Insight OIl BdtalfofAPI: MClISllring the Economic and Energy Impacts ofProposals to
RcguIatc Hydraulic F..cturlng 2009

3 PWC PrlceWatcrhOllSeCoopers: lbe Economic Impacts ofthe Oil and Natural Gas Industry on the U.S.
Economy: EmploymClll, Labor Income and Value; Scplcmbcr 2009

4 Crafton, l.W. Penny, G.8. and Borowski, D.M. 2009: Micro-Emulsion Effectiveness for Twenty Foar
Wells, Butcrn Green River, Wyoming. Popcr 123280 presented III the SPE Rocky MOWItsin Pdrolcum
Tccbnology Conference, DCllver, CO, USA, IH6 April.

S Pala'IJiti, M. 2009: ME Sur&ctant Incrascs ProducliOll in the Codell Ponnation ofthe Dl Buin. Paper
116237 prcscntcd III the SPE Rocky Mouatsin Petroleum Tccbnology Conference, DCllver, CO, USA, 14
16 April.

6 Zelcncv, A.S., Scptanber 8, 2009: Essentials ofMicroemulsiOll Tccbnology: Overview. PrcacntatIon
bosed on updated datainitiaIly sludicd in SPE papcrlOO434, au1horcd by Penny, G.S., Pmslcy,l.T., and
OrwsOll, TD.: Field Study ofCompieliOll Fluids To Ec!wloc Gas ProducliOll in the Barnett SbaIe
presented otlbe 2006 SPE Gas Tccbnology Symposlmn, Calgary, Alberta, Canada, 1S·17 MIy 2006.

7 Cia1lon, J.W, October 31, 2009: MA844-W Micro-l!muIIion Effcctlvcness for 83 Marcellus Sbale Wells,
Pennsylvania and West Virginia. Paper presented III the SPE Horizontal Well Stimulation Conference,
PittsbUlgh,PA, USA,17-18Nowmber2009.
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ANALYSIS OF ECONOMIC IMPAcr8 OF WI11IDRAWAL
OF PROPIUBTARY PRODOCJ'S FROM COLORADO

Tho 6IIdInp .tllli. oll'orl fadIooIo ....... ",...M]lty .tu!sp'!!spt ... In DoIlIroI ... produc:lioa.
dmowllhlDlho _ .tCo1oradoIfl!lopvplllOdlll1.......""lb. dIIoIoIIJnl.fcllomlcol tom.lotion of
proclIICtI which ... ptOjiIolwyOlld Ibn:o 011 aervIco compllllel to wldldntw _ prodDcII tlom Colondo
In ord«to moInIoIn lbo ..Ojillllu)-. oflbo 1onnu1oli0llL 'Ib1a0lllm"~ be II hlJll u S29 bllHoo
cIoIlan ofprodllclioft f'onIsoneclopondlDJ 1IJlOIl1bo ......... ofpiprocluolloD «lIIIIDs tlom ""weill
drI1IocI wldcllia Ibo typo of". '"l"m _ lib!)' to lie Impoolod 11)1 ao \IDOVIdlllbattyof"..._"
IlfmIIladoa f1.1d1 ond _ p ...lIlIuy~

n -oIoI1-~.p-

T. d-.nino 1110 iIIIpoIllI.rCbo propoood nil.. oa.-.l ... pruclaclloo we -..ptod to Widoiillald lbo
dIftCrcnoo In aolIIro1a- podlIctlca _limo Jdlh ood !!iIIlmlIlbo propoood rukll to< iJIIplllllOlllOllon .f
1110 JesjllIIlion.

No oddldollol oII'orI_~ to 0IlIm0l0 oIloIlIatIYo lIlluro.-loa ood CClIIlpIIN them wl1lll!lo bole
-. 'I1IIa~ '*1'1"" a1I:nJi.. dolo1led buln ono1yIla comblniol prubohlo clecllno ......by buln.
_ ofdl__ oIroody t.-modolod by lei" ClIO Iei' IaIw 'h lI01), wbtclllllllloo1ook ill
~ reIoIIvo to IIIIIIllOd I , 1 .....Mti_ ofpi won drilliDI of 10, 20 ood 30"""

w.... b:uIocI .... oII'orla oaIyoa-.Jpo. w•..tImaIe Cbat~1y!lO% ot~ produclIoa
on .1laII'eI.u equIVI!aIt tlom.-a- wIIIIID Colcndo,

w.__a IIIIIbt bOtCllOlll ill 0Q1II\ilrhml .....1Imo, L". produetioa cIooliDo omot by pIIlCIaclIoIl
tlomDOWwoIII drlIIed, Iloblo lQIdrOCMboa pIcoa, -tolllllbll, GI>oD _ al1lllll'1lOllD we
.....dle.-.Jollvo wl-.IoItOlld ..... liorolIoae. cIooto lbo ruIoI,.r_
a- prodIIOIIon _ Do,

Our IlIIIyIIIIbelIIOlI OD mI""M1M ' .... ofpoduc:tiOll Cbat -udlie b i 1011 by 1110 propoood IlI1IL
I!ldIIIaa poduclloll iI defiDod by _1IIIlYaII1lI .....pradaotIoa~8Jdatlq wolIa IIIdproduclloo
tlom .... wolIa drlllocL It _ be cpod IIId 'lIFF 1-.11IlJlbo1ll aiJIlllI ;rododfOllIlld DOW 'MIll
prod1lClloD 'mp._ by 1M. o'h, 01'1110 jIllpOOOd N1oI. HOWlMI'. forCbo~ otdlll
IIlI1yIII, took a 00IlHtV0lf............ ood IdoIl1IlIod 1110 prodIIedoo tlom D.... walla drill... II 1M
_IIDlf':tod

Natwa dol-mod 11>0 lUll ....-1.fCbe _woU pr'CWotloo......->lly -..01 by _ .moo
_-wllicll~ IUfIior IfIDV" rt 'JlIlIPOIl.Y(IP)'- WIl'O IoIt. Wo aJao kloaIlIW Cbe lib
__ot1l>o_ won pro t t.... wbIdlla -.Iby...., -.teo__ loa wbIdllllllY be~
to IP"', W.1IIoa doIInalnod 1110 partIoD otCbomabt 'lOiInby JR...-i clMmIeaIo ...CIIIl1IiIII1y
...ud 1110 partIoD oflbo_-.bt JAOji-! cfleatIooII ..noc..--lnoteIyaaocL

'IhII~ IOIIbIod .. to~eaIIy 1IltjI1bo piproduc:lion wbIeh will be Impoctecl by lbo .......
MOL ThII·... poduodon~wUI be ....onely.-..cl o'-me _ oonIco COIIIJllIIllu
......)lIOIWIoIIIy,...... .... to pvpllIOd ru!OI whlohRlqlliro..-IlDg obamIoaI I'nnmIIaIIOII. No oIIlcr
jIIDriI_ .fthoP ....... I'fIl'!alfClll __ eI'IIuIlod.
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, '

MIppIng tbe ..... plOducdOll bnpoo:led" ofexlJtlna aaIlIn.Ipa plOducdOll povldod lb. bull filr eatimatln&
tbe iIIlpact ldlli md~Iho propooed nd.. ODd _ .... _ .. _ two _dlU....oleIy u •
.-Itoflba P"'P"M'l roauJolmy~

Oaco lba"... poducIlaa Impoclod" wu IdcDdIIed, lba impaot ofnllllOYlDs IP prolI>clloD 'NIl ov...llocI
rololiYIl to 1be lD1'omIIIIallp ...... ill fIproo 1m12. Fta.. 1-. Hol1lIJunm _ biJlory
iDIi:lnIlllloa..._ .. Ibm> ofIiat ....... wid> ...110 _eel by fi-lua ....Mooo-Prop. M...~
Prop '" _sldand to be dle .....mlwwl tl'Il:lurfIIa _ CP...-f1liaIldlII..) IIICI_ COIIlJlIlOd
wlllllbm> _ weI1I wttIIaat III~ tl'Il:lurfIIa._(.....,.0jA1olwy -'''''''''''),

the horizontal ""'" ofl1ll papIl sbCMI dle "l'Ildaclloa ill per ....UpoductIoa. Ia _dle I'OIlIIIIIbDw
a 19, 22, m129'fo IlIductIot1ID pv<Iuetl.. wba1 weill uelbclmed wltllaJta~~ deal..
u compared to woIiJ hcluredUliJllpoprIalazy poduelI. Ia addIlIGa, .._ .... biJlory proYicIoa
-.110 IbItappnlIII:II ,,40% 1.... H_.1lllura 1a- 6lrlber to _ OIl the vertlc:al ""'" Ill.,.
me.- ill_III requlnlcI tbr1bo Mlltp!8i!l!llry 'l!zrm'un _hi ..... topovldo lIIo _ ..... at
1llIlUlaI..JIIOCIuetlm u dleP..._y ......pl....... cue. the _1DdIOD lIuIlto bop tllo...,.
pI'CldiJ<daa..me ,,,,,,,,,,opdOl)' 1II<"1Da f1Plda wouldroquh dull 24" to .1,. .u.... weill ... be dr!Iled.

1bIJ IIIIIyob in IlO wq....-or ........ duIl. JedPetlon ill pradPCllan per well WORld _ ..

~ ill ckIIlIDa Ietlvll,y. Itllmplypolall ClUtdlo Ioala •...._Ie ofIIcleaoy' by usIDa .ClIl-CplImIml
-.dealp md~ lblllllo JePIollaa IIICIlIIo propooed ruJoo ..CIIlTOIIIIy UIldonlood
would boWl a 'iaalflcoatooll iIllaotpnxluetl.. .-1lIaB ill foreple -=-"" jc VI1uo 1D the... of
CoIcndo.

PIpoI

Irrpact c1 Loss d ProprIeIay Chenas
(l..ma In EcatlCli*'~

I
J -_..

"' _ IN .. _ ... _ '"'

1l_1Il....._

1'lpn201mply-tao tllo abooe-.....hblorioo wlIIlla tllo _ ofwllb ad~
optim!rad e-tna_Im_ no _al1ll, CUMI~1f......1 ......""doa mdJl<lll1llllFiet_lIItIiOa '..._ tllo lou ill pnxIuclIan. Thlt _ allIaIIIoIy beoaiiIeI til-.me~;Ia
_ wordI,~ raIto to lmp,..-tIoPIollaa wID ..-OOIIlIto the oiIimII ofCo1omdo dIroqb
Iotl-..I..pIIldaetlolllllCl fonple .....pradPOOd.
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Pliuro 2

Estimated Impact on Well Production

I
j
~_._---
"'-!--"...-J -"_·Oft'-"'_

IlL AlIa"'"
Our IIIaIyIII ....... tho bupoc:l relatlYo 10 two _: dElIld l!llIl tho pJOpOOOC! J'OIIIIotIon. 000
pnxIuctlon for thO)'Oll' 'JJJ07 u abown bolaw • boood uponlho lCP roport: table 6, yaJt. 2007, colllmn.
'foll1lbr DI. PIoooDGo, 1lldDl!. and SoD1_bum,

'lb. WIlboat ReplMlon ....__ that III productloo lIoIII DOW ....111 drfllod~ procIuoIIaD
docIino,lIlIblo IIydJooolbon pricoo, ...- 10 mlllblo, and prodDc:tIon _ t1WJt tfme, 0.. pn>dudloo
fiomll8W WIlli drlliod II 26% oftoll1prodw:tIoD.

'lb. WllIII\qIIIItIoIl_fOJIowo lbo W1dIoal!lqldalloD ummpdcm'lIId cIIfiDoo lhoDIIllaI pi
pre* woOo u __pi~', SIx\Y~atdlo'-...I pllmpacIed' .n. _
dlo 'pup"",", elIemic:oJ'lIIIrbl; mlooflldl.-bt IIIOMldby oervIco COIIlIJ'IIlItI-- puploDo)
oIIeIIlIoIl jbmml...... VIIlUId beJoopordlaod by dlo popoood......-. 'J1I1I ....bor~ oboDt
16"'" ofdlo tolI1..-.J PI prod\lCIICla,

Buod 0Il1bo ...._1IIowD III~ I ODd 2wo beIIove lIwo II III .......~ lou III P'odacdaa
1Il tIlII.-bt Ibrnol......puplela) ..........., 'J1I1IlOIlIllo III • 3.3"~ cIocJlDe ...,. tllrlbo
WIlb ' ...............widell wboa 0Y&h.-t OIl • ..-.Jotlnbull .......2007'. pipoductIOD <13.7
BCPD to aboul:l.4 BCPD !ordlo yaJt:lD2O.

PlFnot..,..we tile WIlboutRop_-. PIpe' ,..._lIlhoWIth RopJot!OII .... 1IldPipn
6'._11dlo dllIInaco live 2614 ofPIli"""*"' 0lIIDlDa _ DOW woDo drfUod, 'Ibo T1lCoI
IUDbon ,..._lho 1UiD ....... oIl lot,.... 8IDoop"""*,,, II ,..._1Id illBCPD1booIIbofl&ln tllr
ooclI yeorWllDld DeOd 10 be lIIIIlIIplled by 365 .._10 • Y-lY IDlIlL
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IWIlllQl\IIIIirF1ll_ Emlu""'d
I . I ! E&w..d. 1_--

, • Goo l 'Dorlr_
; t- "-1''''-If.. I BCF'D . MltCF (NO

:I I::: am.. .:.

w.

IV. eo_dllla.
Thil atudy wu dallo ID pia lIlJlpllalD lb. s1plllcaDco ofOOO!lOl!lIr Impoclllld ex1omaIltioa wbldI_1d
Ilbly raaJt from tho propoood chemlcalloveuloly requIrcmealI ofth. Nl.propooed IDlmplanenllbo
roqaftom_ofH,B. 1298 ODd ILB. 1341. 'lbo_oftho_._lyli"Ullal_·~ Iluhlpltlccll'
Impocl wiD llbly occur lrtho NlOlllldda& pn>oeIS _nottaldidly anaIyu paIcIIllal nnlnb"d,1
<OlII"qI'..... ofdleNloo. 1JI _lrlbo J"'OPDIOd rulos cIetonDlao Ibat complete cIIIdoouro ofcIIomlcalrormuw IIIUIt _ lbanlhls wW _lD _1_ of~ Jl"'IlO'lY. Sorvbl Compll!iet IpOlllI
hundn!d ofmDI'" dollm IIIIIlIIaIIy to d...1clp pnlpl'letay obamicaJllbot ""' dalpod ID mnlmfm tile
m:ovay of011 and ..._. Howcwr. m-dlomlca1 prudaola wDllllroly bo Iakoa oIflbo IDIIbl III
lbo_cooftho JII'OIIOHdml.. lI1onltrlo p<clZoCtlbo__01 Jl"'IlO'lY rlJhlS ortho .....,..,,1hal
dovoIopI- pI'OdaolI.

the ftdl .......... tmpoet orup to S29 bI!UelI ofJl'Odllcdcm filrecoae wiD abo tault la ImpooU 10
caploymeal, laoomo, and lIlI<_latho 9lIIID orColotado. 1bla Iludy _ DOl _plBd III _
_ ............1 impoclo. 'Ibe ooaclneloa of_ aaa\yoiI_ widl_1iIIlp1e fIDdIa&.,.tho polOIllIallmpacl
of0IlI1iD&I. cbomIcallnvoatory provWon ofth. JlI'lIIOIO'! n'lrmaklal iI.'..lficant

'1DIllaI Slud,y of" _1mjlIldI ofNow WolIl'orIIl/IlIng 1lIdeI for tho _ ofCoIondo, MIjII2,
2001
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HESI'S REQUESTED CHANGES TO AOGCC'S JUNE 19,2013 DRAFT
HYDRAULIC FRACTURING REGULATIONS

NOTE: REQUESTED CHANGES SHOWN IN UNDERLINE/STRIKE OUt

20 AAC 25.283. Hydraulic Fracturing. (a) Prior to hydraulic fracturing, the
operator must submit an Application For Sundry Approvals (Form 10-403) under 20
AAC 25.280. The application shall include;

(1) an affidavit showing that all owners, landowners, surface owners, and
operators within a one-halfmile radius ofthe wellbore trajectory have been provided
notice ofoperations. The notification will state that upon request, a complete copy ofthe
application is available from the operator, and will include the operator contact
information;

(2) a plat showing the well location and identifying any water wells located within
a one-halfmile radius ofthe well's surface location and further identifying any well
penetrations (all well types) within one-halfmile ofthe proposed wellbore trajectory and
fracturing interval and the sources ofthe information used in identifying such wells;

(3) identification offreshwater aquifers within the one-halfmile radius;
(4) whether the well is covered by a Freshwater Aquifer Exemption as per 20

AAC25.440;
(5) water sampling ofwater wells. Water sampling consists ofcollection of

baseline water data pre-fracture (but not more than 90 days prior) and follow-up water
sampling collected at the same location no sooner than 90 days and no later than 120 days
after the conclusion ofany hydranlic fracturing operations. The sample parameters shall
include pH; Alkalinity; Specific conductance; arsenic; barium; bicarbonate; boron;
bromide; cadmium; calcium; carbonate; chloride; chromium; fluoride; hydroxide; iodide;
iron; lithium; magnesium; manganese; potassium; radium; selenium; silicon; sodium;
strontium; sulfate; Total dissolved solids; BTEX/GRO/DRO (Benzene, Toluene,
Ethylene, Xylene/Gasoline Range OrganicslDiesel Range Organics); TPH (Total
Petroleum Hydrocarbons) or Oil and Grease (HEM); PAH's (Polynuclear Aromatic
Hydrocarbons including benzo(a)pyrene); Dissolved Methane, Dissolved Ethane, and
Dissolved Propane. Current applicable EPA-approved sample custody and collection
protocols and analytical methods for drinking water must be used and analyses must be
performed by laboratories that majntajn nationally accredited programs. Copies ofall
test results, analytical results and sample locations shall be provided to the commission
and to the Alaska Department ofEnvironmental Conservation in printed form and in an
electronic data deliverable format that is acceptable to the commission within 90 days of
collecting the samples;

(6) detailed casing and cementing information;
(7) an assessment ofeach casing and cementing operation performed to construct

or repair the well with sufficient supporting information, including cement evaluation
logs and other evaluation logs approved by the commission, to demonstrate that casing is

1
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cemented below the base of the lowermost freshwater aquifer and according to 20 AAC
25.030 and that all hydrocarbon zones penetrated by the well are isolated;

(8) pressure test information ifavailable and plans to pressure test the casings and
tubing installed in the well;

(9) accurate pressure ratings and schematics for the wellbore, wellhead, BOPE,
and treating head;

(10) data for the fracturing zone and confining zones including lithologic
description, geological name, measured depth (MD) and true vertical depth (TVD),
measured and true vertical thickness, and estimated fracture pressures for the fracturing
zone and confining zones;

(II) the geologic name and depth (MD and TVD) to the bottom of all freshwater
aquifers within the one-half mile radius of the proposed wellbore trajectory;

(12) the location, orientation, and a report on the mechanical condition ofeach
well that may transect the confining zones and information sufficient to support a
determination that such wells will not interfere with containment of the hydraulic
fracturing fluid within the one-half mile radius ofthe proposed wellbore trajectory;

(13) the location, orientation, and geological data ofknown or suspected faults
and fractures that may transect the confining zones, and information sufficient to support
a determination that any such faults and fractures will not interfere with containment of
the hydraulic fracturing fluid within the one-halfmile radius ofthe proposed wellbore
trajectory; .

(14) a detailed copy ofthe proposed hydraulic fracturing program including, but
not limited to, the pumping procedure by stage where applicable, with a chemical
disclosure based on the total amounts and volumes per well including;

(A) the estimated total volumes planned;
(B) the trade name, generic name, and purpose ofall base fluid(s)

and additives to be used. The estimated or maximum rate or concentration ofeach
additive shall be provided in appropriate measurement units;

(C) the chemical ingredien~~and.....w.berea licab e. the
Chemical Abstracts Service (CAS) Registry numberJQr the chemical iO&rediellts,
as published by the Chemical Abstracts Service (a division of the American
Chemical Society, see www.cas.Org) inte tio I i.Qcluded in all addjtivc. withoJ!t
D~ingJhe chemical in&I;"ed ients to any Particular a.dditiye., fer ceeR 8ase flllisa8s
eaeH atltlitive IlSCtl. The J.isub~ls9 inctl!.d5: the_aetllal~stimated or maximum
concentration ofeaefilM chemical ingredirots...inJhe..b¥drauUc.fi:aclurine fulL<!
i8gresie8t i8 eacR ease Allis llRS assiti'.'e lIsed sllall ee provided in percent by
mass. If the specific identity of a chemical ing(edienUhe .cppceOlralion of a
chemical ingredienLor both the specific identity and conceqll]ltion ofa chemical
i!!Br~c;I~t i§ claimed to be enlitle:4 to Jradesecret.pJPlcl;tioJl. the opeIJItor ofth.e
»,£.!!~~nust indicate on the Applicalion fQI:.SundrY Approvals (From lO-4(3) oLloe
~rt of Sundry WeJLO.vsIJItions (Form 1O-404tthat the idemitv ofth.e chemical.
ID5: COnc.e!1!!:a.!jon Of!! chMlical Qr both is claimed !Q be entitled to trade sec~
protectiQII and will not be d\§~lps~d. Ifthe lQenti!J' Qfth¥£~JJlicalingre9$nt.is

2
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claime<l JO t>~ entitled to-trade secr~t-proteclioo, the chemicJlI family OT .othe(
sil]1ilar descriptiollJlSsociated.-.witlls~h-emi'£l ingre.Qiell1.Sball m: disclOSed.
[II alllliliell, IRe Belllal er FIlaltiFllIlFll eelleeHlrBliell ef elleR eReFllieal illgrellielll ill
IRe R)'llrlllllie Ifaelllrillg #lllill SRIlIl ae Jlre'iillell ill Jlereelll a)' FIlSSS. An operator is
nO! r%l!!-iJ:~is~Jose£bemicaJ ingredients that (i.l are not disclosed jQ it by the
mll.n~-llJJlJ"yeodQr...Q!'~J]!ice prQvig.er; (ii) Wer.eJlQLintentional)j' added to the
hvdraulic fulct).uingJluic; or (iii) occurjncidentally or are..Q,th~
lIoiotentionally present in trace aIDQ)Jnts may be the incidental result ofa
ch~miJ;al reacJi.on or cbemi<;al pro-cess, or mw be cOnstituents ofna!YOllh:
occurring materials that beC.QIDe-Rlln of a hydraulic fracturing fluid..Freeze-protect
fluids pumped before and/or after hydraulic fracturing should not be included;

-<I)) Ike esliFllalell weigtll er \'eIIlFlle ef iller! sllaslallees. illellllliflg
flref'J=lBfllS fifle ether 5uestBfle@s iAj eeted:

(E) the maximum anticipated treating pressure and information
sufficient to support a determination that the well is appropriately constructed for
the proposed hydraulic fracturing program; and

(F) the designed height and length ofthe proposed fraeture(s),
including the calculated MD and TVD ofthe top ofthe fraeture(s) accompanied
by a description ofthe methods and assumptions used to determine designed
fracture height and length.
(15) a detailed description ofthe plan for post fracture wellbore cleanup and fluid

recovery through to production operations,
(b) When hydraulic fracturing through production casing or through intermediate

casing, the casing must be tested to 110% ofthe maximum anticipated pressure
differential to which the casing may be subjected. Ifthe casing fails the pressure test it
must be repaired or the operator must use a temporary casing string (fracturing string),

(c) When hydraulic fracturing through a fracturing string, the fracturing string must
be stung into a liner or run on a packer set not less than 100 ft MD below the cement top
ofthe production or intermediate casing and tested to not less than 110% ofthe
maximum anticipated pressure differential to which the fracturing string may be
subjected.

(6) Pi J9feSSlife relief\'81\'e(s) ffiHst ~e iRstalleEJ eN lHe treetiflg liRes bet\\'t!eR f:'liFRpS

IlAIl weUkellllle Iimil IRe liAe JlFeSSIlFe Ie IRe lesl Jlressllre lIelerFllillell ill tal 14 tEl eflkis
seetiefl: tRe '.veil ITHist e~ t!t{HipJ3t8 'vitti a Ft!fflett!I~' eSRtfeliea SRl:!t iR Elel/lee uflless (he
eJleraleF Fetjllesls Illlil eallliflS Il waiver lfeFlllke eelftFllissiefl.

(e) The placement ofall hydraulic fracturing fluids shall not result in .tAAJTMml.is.sion
of such fluids bej'ood the confining zone Be eellHflell Ie IRe aflJlre\'ell feFFllllliells IIIlFiAg
ilyllPIIlllie tfaelllriflg,

(f) Ifthe surface casing annulus is not open to atmospheric pressure, then the surface
casing pressures shall be monitored with a gauge and pressure reliefdevice while
hydraulic fracturing operations are in progress; the annular space between the fracturing
string and the intermediate or production casing must be continuously monitored; the
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pressure in such annular space may not exceed the pressure rating ofthe lowest rated
component that would be exposed to pressure should the fracturing string fail.

(g) During hydraulic fracturing operations, all annulus pressures must be
continuously monitored and recorded. If at any time during hydraulic fracturing
operations the annulus pressure increases more than 500 psig above those anticipated
increases caused by pressure or thermal transfer, the operator must notify the commission
as soon as practicable, but no later than twenty-four (24) hours following the incident and
shall implement corrective action or increased surveillance as the commission requires.
Within fifteen (15) days after the occurrence, the operator shall submit a Report of
Sundry Well Operations Form 10-404 giving all details, including corrective actions
taken.

(h) The operator shall file with the commission, within 30 days after completion of
hydraulic fracturing operations, on a Report of Sundry Well Operations (Form 10-404), a
complete record ofthe work performed and the tests conducted, and a summary ofdaily
well operations as described in 20 MC 25.070(3). The operator shall also file with the
commission a copy ofthe daily record required by 20 MC 25.070(1), for each hydraulic
fracturing interval. The information will include;

(1) a description of the actual treated interval including measured and true vertical
depth ofperforations;

(2) the amount and type(s) ofbase fluid(s) and additives pumped during each
treatment stage;

(3) the total amount and type(s) ofbase fluid(s) and additives pumped including;
(A) a description ofthe hydraulic fracturing fluid pumped identified

by base fluid(s) and additives including trade name, supplier, and a brief
description of the purpose (e.g., acid, biocide, breaker, brine, corrosion inhibitor,
crosslinker, d~emulsifier, friction reducer, gel, iron control, oxygen scavenger,
pH adjusting agent, proppant, scale inhibitor, surfactant); and

(B)-, a sipde.aggregated Ust of the hem'cal' 0 e.9ients~nd whe.re appliCAble, tbe
ChemiC!l1 Abst!aC.lS Service ICAS1Registl)'.number for the chemlcal ingredients+-'lS
published by the Chemical Ab~tracts ~eJ:Yke la division oethe American ChemiJ6lj
SocielY, see ~'Ww.,cas,orgliQ~ntiQ!lill!y included in allad.Qitiyc:,s. without !ving thl:
che.m.i£a! jngredi.ents to l}IlY pllIlliaUar,Jt<lditive fo ula, The list shill! al~,o tnclude the
ag,u.lll.m:J:oa~i.mum concentration oUbe chema] jngredimts in the hydrauUc fracturing
fll,lillprovided in percent bv mass, IfJhe specific identity ofa chemical ingredient, the
concentration of;u;hcllliQl) ingredient. or.both the specific idcmitY. and coOJ.cntratjon of
a chemical ingre.llie.Dtjs claimed to be emitled to tolQe.secr.¥! proteclion, tbe operator of
!he weIJ.mu.st indicate on the Applicatipn for Sundry Aw(o\ials (F.rum 10-403) or the
Report of SlJndry Well OpelJltions (Foun 10-4(4) that the ident~.x ufthe chemical
ingredient, t1Je. concentration oll..chemical iruu:.edient or bpth..is claimed to be eotitledJo
tI:ad~ s~cret protection.and will not b£J!isclos.e!L If the ide.ntity ufthe chem~aJj/.1gredieot

isclaimedj,obe ent ill ed to trade secretpro~c.tion...tb~hemi~i!Yor other si111iJa~

~iption aSSQ.ciated wi.th such chemical ingrediem shall edisclosed, Ihe ehelflieal
iftgFefJiefit Heme aRE! tRe C.'\S fegistry ftHffie~f~ as p\:lelishea ey tfie Chemieal A13strae~
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Serviee (a tliYisieli eflke Amerieali Ckemieal Saeiel)'. see www,eas.erg). fer eaek ease
~Ilitl aRe eaek aesili'o'e Ilsee. Tke aaillel sr ffieltimllffi eSlieefllretiefl ef eeell ekemieel
iligreeiefll iii eeell ease 1'lllisll'lis etllliti\'e IIsell skall ee IlreviElell ifl Ilereefll e;' mass. Iii
allditieR. lite eetllel sr maltimllm etJReefltratieli ef eeek eltemiaal iligreeielit ift the
k;'llralilie fraetllrilig Hlliil skall ee Ilre\'iilee ift pereeRl by mass, An operalons om
regujred to disclose Cb@J~[Ig.~dients-lbllt (i) a~noldisQlo.sedto it by~
manufacturer, vendor Or service proyjder; Oil were not jntentj.onal!Y .added t~ the
bY.-dmulic fracturing fluid;.QL(ijj} occur jo£identally. or ar~ Qthen\;'isS:JJlli~mionilJJY

present in trace amounts may be the incidellil\l re.sllll2.(~ cbemicl\LrellctjO.n.~al

process, or milY pe ll'pnStjtuenJs ofnaturaljv oC.cJJrring l1)Ineriais that become Part ofa
bY.drllulk fracturing tluid, Freeze-protect fluids pumped before and/or after hydraulic
fracturing should not be included;

(i) Prior to the submission ofForm 10-404 under subsection (h), the operator must
post the information required by the Interstate Oil and Gas Compact
Commission/Groundwater Protection Council hydraulic fracturing web site
(www,fracfocus.org). A printed copy and electronic copy ofthis information in a format
acceptable to the commission shall be med as an attachment with the Form 10-404.

(j) Upon written request ofthe operator, the commission may modifY a deadline in
this section upon a showing ofgood cause, approve a variance from any other
requirement ofthis section ifthe variance provides at least an equally effective means of
complying with the requirement, or approve a waiver ofa requirement ofthis section if
the waiver will not promote waste, is based on sound engineering and geoscience
principles, will not jeopardize the ultimate recovery ofhydrocarbons, will not jeopardize
correlative rights, and will not result in an increased risk to health, safety, or the
environment, including freshwater. Addjti..un.alIY, a Service provi~r vendor may
B:guesu waiver fronube requirements imw:te.d on an op<;rnt.QLin..2,9 MC
25.2B~a\l14l(ClJIDd2.Q..MC.25.283Ihll3lfBl if the seIYiC.ll...provjder or vendorc~
that the sp-ecilic idJ:!llitv ofa chemkal ingredient thes.QQc.en..tt;ation ofa chemi"al
ingredient or !lQtllJhe specific identity and concentratiQn ofa ch¥mical ingrediknLis a
n'.llde .s.e.ct;ej tQat cannol be,4is,£.losed. Ifsuch II waiver is IJW.u~ste.d becaus.e the identify of
a spe.citk chemiJ;a1 ingredient is considered a trade seCJ~Lthe servic~rQyid.e.r...QJ' ve.nW
s.haU provide Ihe ch~ical family_ r olh_er similar descriJ1ti!IP associated.J'illhJ.he
~~comical ingredient i!1..!he....\¥aiver request.
.....1,kl SerY.ice..ro. .dm alJ..c!L0r veJ).dQrs.s~all d~O$'!:.Jh.e..speci tk i.dentity and amol.!!lJ.2f
!U1}' chemical ingredients claimed 1£ be a trade secret twlkallb pmfessjonal or
emergel1CYmpQoder th.at.l'.l<quests such i.nformation PJ'Qvidl<.dth.auk.bealjh professional
QLrnlergency responder provi..cles.:

11)a witten statemenLcf need that the heabh.profes.s.i9naLor emergencv:es-pond~
h.as a rea.,soruillle basis to beli~ye th.\\t:

(Al the information is neeJ!.eed f.orJ),\,lmos~Qf.di!lgnQsis.Qr tr~menl

of!In .individual:
LB.Hhe individuaJ .b.dlJj!; diagnosed or tre!.ited may. have been

~.xpQsed to th~Qhemical concerned; an4
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(CJ Iw.owjedge ofthe ioformatjoD-\I\iILas.sist in such diagnosjs-o.!
treatmenUnQ

J2tlLl;onfidentialit;,:...al?,reement that states:
(Auhe helllth prQfessw.naJ or emergeOCHespond\lr §.WIlBQCuse the

informatioo fOI.!?umQSI;S other than tbe health",ne~.l!sse~d in the s!atem~m.~

o..ee..d~lllli!

(B l the health proCessionaL Of emergency responder shall otherwi§e
maintajn the information as cooful.emm

_ . ([) A written statement oi.need.JIUd canfidentiality_agr.eemenW nOl [eQ1!ir~-'lndeL(k)

of th is section when aJlealthpro(essjQnal or eme.rl?elwr.re-S!l,gndR9ltl.ermines tbJILll
medical emergency ~~s.ts.llnd!besp!<Cjfj!<j_d.enlit~!!D,,<iaJ!lRunt oean;.; chemical
ingredients c!aj doe a r de secret is necessarY for emerll..ency treatment. A se.rvice
p(Qyj.deumdLor vendOr shill) immediateh: .discJos.eJhtinf9rmatiQllJQ tb,e.-R~h

proIe~Lonal or emergeo9' Lesponder Ullon
_,ill a verbal ackngwledgme.nt b.Y !he healtllprofe.s§il;lnal or emergenCUe5RQllilxr
that such inforrnmjoQ.~i:Hl.U nplby ugd for Rumose.s..o!her than.Ihe health needs asserted;
WliI

(2) a yerbaill.Jgj~Il:.9gm.~ tbaLtne..be<llth prpf~§ip~ty.t,lID1er&tmcy reSlLtmqer
s.w!l...2 berw' • mai in .b.l<.LQtQ~!Lo1J as,£.Mfi.dJ;oti.ltt

m A endor an or service rovider shall rovide the s ecificJdentit of 1I

~illngredient. tbe copcentration ofa cbemical in redien o~_both.!...lle_sp.e_c.iflc

i~ntity and con..<;en.trnlion of.ll chemical ingr!;slient ell\iID~.l2~Qe...il..lrMJe eret 0

Commi.ssion.u.R!ill.x~.eipt ota wriII&ILC&mm.lm,icatipnimm the 'c.9l1llIliS_sill.O stating that
s\L<;h info.nnation is n~.l@SIIITJQjllYe.stiglll.e.Jl.r.eLease..J.ewr.ted to .!!LLG.ommission uDOO
20 AAC 2~.~,i or to inv~igate any allegation of waste presented to or initiated.bY the
G.ommissi.9n und.erAS 31 PWJI.LbtQr A-S.~J,P5.,030lklm(El. UP.,Ql}.-I~.£¥iR,L9i).Hch a
commumsa.tiPMQffi the COmmission such infQpJllltion sbllJJ be disclosed by.the vendQ{
!lli..QLQr service.,provider.directly to the Commission or its design!(!lj\,@...sha,U in~lx:
CQIlSlrued as pubJi.clY~ililhk.

(31Th\; Commission.or its .d~§jgnee may d.i.sJ<1o..se.lnfurmation provided to it under 20
AAC 25.2~3(mJ to the AlllskaJJ.!ipartment,Jl,fEtwir.QnmentaLConservatjon (ADEq on1}:
to the extent I.Pilt such...dj§flQswejs nece,ss_~Q_!!lloJV_8JJECto respond t.o a.r.eJease <md
to otherwise ~rrv Qut its duties and responsihilW£~ under.AS 46.03 o.rAS 4...6JJ4.
pro.Yided that such information shalLn.o.tILe diss...erojn!!Jed any furtb_er. Aoy.IDfonnati,2n so
dj§cI,QS,e.lllO AD..E.c:sha!l at aU times be consigered confidentjalll~halJ in IlQ "Yav pe
~(,mslrued as publicly available.

(Eff. _I_/-J Register _.)

Authority: AS 31.05.030
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20 AAC 25.990. Definitions.
(3) "Additive" means any chemical substance or combination ofsubstances,

including a proppant, contained in a hydraulic fracturing fluid that is intentionally added
to a base fluid for a specific purpose whether or not the purpose ofany such substance or
combination of substances is to create fractures in a formation.

(14) "Chemical Ingredient" means a discrete chemical constituent with its own
specific name or identity, such as a CAS registry number, that is intentionally contained
in an additive.

(34) "Hydraulic fracturing" means the treatment ofa well by the application of
hydI:aulic fracturing fluid under pressure for the express purpose ofinitiating or
propagating fractures in a target geologic formation to enhance production ofoil and/or
natural gas.

(35) "Hydraulic fracturing fluid" means the fluid, including the applicable base fluid
and all additives, used to perform a particular hydraulic fracturing treatment.

(73) "Surface owner" means any person who holds record title to the surface ofthe
land as an owner.
_--!W ~Tmde Secre.I" mew; ilIlYiQI!l)uJa. PJ!-qem. device, o(£Qlllpjl/lti.on of infQnnation
Inll,lis used)n ljJl__erSOJl·s~~ •.and that gives Ih.e.person.all.9-ppo!tUnity.!e.Q!.Wlin au
aAvantage oyer comAAtitors. Tby~sjx facto~Wkr.ePj~Q..detenn.i.ning wbether
info ation ualifies as a trade ~cret, in aceorda~ wi,¢ the ~.@niti!?JLoL:'!r.lIde secret:"
iu..the-Restatement~QfTQrts.J:&mm~ I Sectio 7J} I 1939), as discusse~ in
EPJf.ercorp AlaLkaJJ,C v, 4l!Mk~ Energy 4uthQritv.7Q2 P.3{L1173 (Alasjul20 12)
LIJ>;Jwi~~

A th , eKteJ1t JO ~Wch ,!he iQf.!?JJp.$lon is knoWlUll!!§.ige of the company:
(B) the e~t!<Dt to which it isjsnowll,by employees l\lli! others il1volvedJn the

~omplll.lY'~businesS:
C e Q.fJne.asu.t~ ~~n ,by ,thecoomllDY..to ,guard the sec[~'y of the

illfumllUio.o;
~.1D.) th~yalue oithe ioNnnalion to the ~mpanY.JInd ltLC-OJUl1etitors;

IE) tbe..lun,ount afelIor! or money expended by.the compamdn deve)Qcing the
infunn.l!1ilmt..a!lll

IF) .the ease or diffu:.u1lY, with which the, information cQ1!ld beprop.gJY.J!..l;guired
or duplicatxd by Qthers.
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SECTIONAL ANALYSIS OF HESI'S REQUESTED CHANGES TO AOGCC'S
JUNE 19, 2013 DRAFr HYDRAULIC FRACTURING REGULATIONS

20 AAC 25.283(a)04)(C)

This section is amended to require disclosure ofa single aggregated list ofchemical
ingredients intentionally included in additives without tying any ofthe ingredients to a
particular additive in order to protect trade secrets. As currently drafted, 20 AAC
25.283(aXI4)(C) would jeopardize trade secrets because it would greatly facilitate the
ability ofcompetitors to determine the complete formulas ofHF products through
standard ''reverse engineering" practices. Instead, by requiring the disclosure ofchemical
ingredients "without tying chemical ingredients to any particular additive," it will be
clear that chemical ingredients do not have to be reported by additive. Allowing this type
ofaggregated reporting ofthe ingredients in the overall mixture offluids used to
hydraulically fracture a well provides information to the agency about the chemicals
being used while helping to protect trade secrets by shielding the formulas ofparticular
products. Furthermore, chemical concentration information would also be provided in
the fracturing fluid as a whole, but not concentrations of ingredients within particular
additives because this information would again reveal information about proprietary
formulas. However, specific chemical concentrations could be withheld ifclaimed to be
entitled to trade secret protection.

Inclusion ofthe phrase "intentionally included" is also important because without it,
operators and service providers will potentially have to sample and analyze all additives
used in a hydraulic fracturing treatment and report trace impurities, which would result in
increased costs with little or no added environmental benefit. No state requires this level
ofdetail to be reported.

Our proposed language would also require disclosure ofthe chemical family name ifthe
identify of a specific chemical ingredient is claimed to be a trade secret.

A theoretical example ofwhat would be disclosed assuming that certain chemical
ingredients and concentration levels are claimed to be entitled to trade secret protection is
provided at the end ofthis sectional analysis.

Finally, an operator would not have to disclose chemical ingredients that have not been
disclosed to it, were not intentionally included in the HF fluid, or that occur incidentally,
unintentionally, or naturally.

20 AAC 25.283(a)(l4)(p)

The requirement to provide "the estimated weight or volume ofinert substances,
including proppants and other substances injected ..." in (aXI4)(D) is deleted because it

1
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is potentially duplicative ofother disclosure requirements as well as ambiguous and
confusing. It is unclear what substances - aside from proppants - are required to be
reported here given that "inert substances" is not defined and is not a term that is
typically used in the industry.' For example, it is not clear whether some ingredients
found in additives could be considered inert for purposes ofthis subsection. At the same
time, disclosure ofthe estimated amounts ofproppants to be used is already covered in 20
AAC 25283(aXl4)(C) because the definition of"additive" in 20 AAC 25.990(3)
includes proppants. Therefore, as applied to proppants, this subsection is redundant. At
the very least, AOGCC should clarifY which "other substances" it has in mind. For
example, the original draft regulations required disclosure of"the estimated weight or
volume of inert substances, including proppants and other substances injected to aid in
well clean up".

20 AAC 25.283Cd)

20 AAC 25283(d) is deleted because often times a pressure reliefvalve is not
recommended to limit the treating pressure. Rather, the treating pressure is better
controlled by pumps with electronic switches that can be set to stop pumping
immediately when a maximum pressure is achieved, and are many times more
dependable than pressure reliefvalves. Similarly, a remotely controlled shut-in device
may not be appropriate for the fracture and in certain circumstances could be catastrophic
in the event the valve accidentally closes while pumping at high pressure. In sum,
pressure reliefvalves and a remotely controlled shut-in device can potentially create
unnecessary risks.

20 AAC 25.283Ce)

This section is amended to provide that "pIacement ofhydrauIic fracturing fluids shall
not result in the transmission ofsuch fluids beyond the confining zone." Operators and
service providers do all they can to contain fractures and fracturing fluid within the
approved formation but because ofthe hydrogeologically-complex nature ofmany
formations, fractures at some well sites may not be completely confined to the "approved
formations" in all cases. Without this change, in some cases HESI would not be able to
design a stimulation program that would ensure that the stimuIation fluids would remain
confined to the approved formation and therefore would have to forego stimulating the
formation. The alternative language proposed would still ensure that any drinking water

I "Inert substances" can have different meanings in different contexts. For example, an "inert
substance" in chemical terms is one that does not react with other chemicals. However, under
the Federal Insecticide, Fungicide and Rodenticide Act, an "inert ingredient" is any chemical that
is not an active ingredient, Le., on that serves some function other than killing pests. See 7
U.S.C. § 136(m).

2

EXHIBITD
2



sources are protected because the fracturing fluids would not be allowed to pass through
the confining zone that separates drinking water aquifers from deeper formations.

20 AAC 25.283(h){3)(B)

See discussion above regarding 20 AAC 25.283(aXI4)(C).

20 AAC 25.2830)

This section is amended to provide that a service provider or vendor may request a
waiver from the requirements of20 AAC 25.283(aXI4Xc) or 20 AAC 25.283(h)(3)(B)
when necessary to protect its trade secrets. Since the operators do not have the
information that is claimed to be entitled to trade secrets, AOGCC should allow the
service providers and vendors to obtain these waivers directly from AOGCC.

This amendment is not necessary ifAOGCC adopts all of the changes HESI proposes for
sections 20 AAC 25.283(a)(14) and 20 AAC 2S.283(h)(3)(B).

20 AAC 2S.283(k)

This section requires service providers or vendors to provide chemical information
claimed to be entitled to trade secret protection to health care providers upon a written
statement of need for the information and the execution ofa confidentiality agreement.

20 AAC 25.283ffi

This section requires service providers or vendors to provide chemical information
claimed to be entitled to trade secret protection to health care providers in an emergency
upon verbal acknowledgement that the information will not be used for any other purpose
and that the health care provider will keep the information confidential.

20 AAC 25.283(m)

This section requires service providers or vendors to provide chemical information
claimed to be entitled to trade secret protection to AOGCC in order to respond to a spill
or to investigate waste.

20 AAC 25.283(n)

This section allows AOGCC to disclose information provided to it in 20 AAC 25.283(m)
to ADEC when needed to respond to a spill or to otherwise carry out ADEC's duties
under AS 46.03 or AS 46.04.
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20 AAC 25.283(990X74)

This section defmes "trade secret" as that term is defined in the Restatement ofTorts and
Alaska case law construing what constitutes a trade secret under the Alaska Uniform
Trade Secrets Act. It is necessary to expressly provide for a definition of"trade secret"
in AOGCC's regulations because the Alaska Uniform Trade Secrets Act does not apply
directly to AOGCC.
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Example of8 hydraulic fluid product component information disclosure rc;port to
AOGCC ifHESI's Proposed Language for 20 AAC 25.283(8)04) and 20 AAC
25.283(h)(3)<B) is adopted:

Fracture Date <81512013

State: Alaska

County: ;6Jii8ki
~

API Number: XlOOOOOOOOC=.
Operator Name: OPERAT0R

WeB Name and Number: l0OO0(

Longitude: ~

Latitude: XXXXXXXXXX

Longllat Projection: XJ<XXX)OO()()(

Production Type: 011

True Vertical Depth (TVD): 8,000

Total Water Volume (gal)": 800,000

Hydraulic Fracturing Fluid Composition:

~~II~ i\llmllli --~ (.tJUlIllI·.Ii,--- ----
,\!I'[I.1\1 IIlCI ~,h('111

S\'r\lU' ( UIIU 1111.1111111

1~I1I1lJIl:1 III III IluuJ ('1..
. (C \~/I1 II, 1ll.1\\)··

Iii ...: , • I~"

CERAMIC PROP PLUS 1lII_

CL-31 Ctoaliakr<

M0067

CL-22UC

CLA-WEB

Haliburton

HoIIbUllan pH Controle.-ar
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BE·' Hall1butlon Bloclde

LoSwf·300D Haliburton

MCS·2263 HaUlburton

LVT·200 Operator

Scale Inhibitor L065 eperalor

OPTIFLO-U Hall1burton
DELAYED RELEASE
BREAKER
SPBREAKER Hall1burton

WG-36 GElLING Haliburton
AGENT

BE~ MICROBIOClllE Haliburton

Non-ionic
Burfactant

SCola
InII_

SCola
Inh_

- 1,2,4 95-63-6
Tri'nelhytbonzene

0.00S9011

2'B_2'nlt1o- 52-61-7
1.~1OI

Acrylate Polymer ConIIdenUal
Buainoaa
In!ormatIon

Amine sals Conllde"tlal
Buainoaa
In!ormatIon

Amine Balla COnfIdential
~

llibmdon

0.0014122-----....

0.00089935

20.83729

4.77088.-------'

4.77088

0.022137

_... ConIIdintIeI-l"rOiiiiltloi.

BentonIte, t2t~

benzyl(Hydrogena
led_alkyl)
dinolhylcm1o
nlum atearate
oornpIex

6
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_....
Coo,lIde,,1III 0.0531181-Informo1lon

CryIlaJlne IIIIco, '4484-46-1 S.1I185-CryIlaJIliit ala. 1_7 0.0024914
qIaItz

Cured AayIIc Confldontlol 0.0073144
Resin BUlineA

Information

DIolomoceouo 111_2 11.19119-Ethanot 64-17-6 0.03Sll15

FonnaIdeI1yde so.oo-o 0._7

Guergum IlOOO-3O-O 0.17371

Heevy llOIllIlIc 84742-94-5 0.017801
pelnlIellll

n"""lIIa

_metIlyIenetlll l00-97'() 0.0020II37
rmnlne

Iron Olddl 1309-37-1 1.031111

Muille 1302~ 11.728

NIp/ItIlI- 91.20.3 0.0029732

0Xyd<y\It8cl Conllden1la1 0.0085392
Phenolic ResIn Iluo_

1"'amlDon

PIlenoI 1_2 0.201137

PhenoIIro_h llIJ03.3&.4 1.0319
yde I1IIIn

PIIoephot1cAcld 10127~ 0.001lO23I5

PoIy(oxy-l ,2- 127087~'() 0.00297S9
1ll!IanedIyl).

a\lfle'"
non~nyI-

omegahydl~

branched- 590-:ze.. 0.04Ill71-P-.n 1310.51-3 0.0011734
IlydrmcIde
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Potaulum 1370ll-_ 0.022426
~a18

QUalemary Amino Conftdontial 0.0023854
Bualnaaa
Information

Qualamary Amine Conflde,,1li1 o.o004nOS-lnIonnalIon

Qulltiomery Amina Conlldontiol ~.n088

B..-
Infonnatlon

S1l1C1.'ainoiphiiiia 7831-8808 5.6185
-fImad

SUlCI Gel 112826-00-s 0.OOI91~1

SOdIlim 9004-32-4 0.00068835
~I
011_

Sodium chloride 1M7·1+S O.~

Sodium gIyco1lala 2a3$-32.o 0.00006ll935

Sodkrn 7681-62-9 o.o07~

hydrochlorila

SodIum hyd_ 13111-'/3-2 0.02886S

Sodium porsu_ m5-27·1 0.0025122

Sodium au_ n67-82-6 2,7627

"Suppled by NA 0.0568S1
Oporalor

~by NA O.04eOll
0p0I8l0r

SurfadantMbctulll ConlIdantIal 0.llOI81~1

BuaiMu
InIormaIfon

SUIf1Ictant MbcIln Co,,_1 o.l10191~1-Infom_b.
Tllan__

13463-67-7 1.0318- 7732·18-6 0.21474
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