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DECISION AND ORDER 

On November 16, 2015, the Alaska Oil and Gas Conservation Commission (AOGCC) issued a 

Notice of Proposed Enforcement Action (Notice) to Hilcorp Alaska, LLC (Hilcorp) regarding the 

Milne Point Unit well J-01A (MPU J-01A).  The Notice was based upon Hilcorp’s performance 

of well operations on MPU J-01A by failing to obtain approval to change an approved program.  

The Notice proposed specific corrective actions and a $75,000 civil penalty under AS 

31.05.150(a). 

 

Hilcorp requested an informal review.  That review was held February 18, 2016. 

 

Summary of Proposed Enforcement Action: 

A review of well workovers performed at MPU by Hilcorp-operated rigs revealed three wells that 

had fill cleanout operations using nitrogen without AOGCC approval: MPU J-01A, MPU J-08A, 

and MPU J-09A, a violation of 20 AAC 25.507.  After gathering information and further 

discussions with Hilcorp, AOGCC proposed a $75,000 civil penalty.  

 

Informal Review: 

On January 29, 2016 Hilcorp submitted a brief and appended documentation in advance of the 

Informal Review addressing, among other matters, the use of nitrogen a MPU J-01A.1  Hilcorp 

neither disputed that it did not list nitrogen on its Sundry request nor that it used nitrogen during 

                                              
1 AOGCC agreed with Hilcorp’s request that all four notices of proposed enforcement would be consolidated for 

purposes of an Informal Review.  The four notices are Docket OTH 15-025 (MPU J-08A: Failure to Notify of 

Changes to an Approved Permit; Failure to Maintain a Safe Work Environment), Docket OTH 15-029 (MPU I-03: 

Failure to Notify of Use of Blowout Prevention Equipment; Failure to Test Used Blowout Prevention Equipment), 

Docket OTH 15-030 (MPU J-01A: Failure to Notify of Changes to an Approved Permit), and Docket OTH 15-031 

(MPU J-09A: Failure to Notify of Changes to an Approved Permit). 
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the cleanout. Instead, Hilcorp blamed AOGCC’s lack of “comment” afterwards for its belief that 

listing nitrogen was not required. During the February 18, 2016 Informal Review, Hilcorp did not 

discuss specifics relating to the violation at MPU J-01A. 

 

Discussion: 

Hilcorp commenced workover operations with the ASR1 rig at MPU J-01A on August 6, 2015. 

Sundry approval 315-459 dated July 30, 2015 authorized Hilcorp to pull a failed electric 

submersible pump (ESP) and rerun a new ESP completion.  Because the request sought only 

approval to use lease water for well cleanout, the approval did not authorize the use of nitrogen for 

well cleanout. As part of the workover procedure, a fill cleanout step was included prior to running 

the new ESP and 2-7/8-inch production tubing.  Daily reports for August 7-10, 2015 show the 

following well work was completed in preparation for the fill cleanout:  ESP completion had been 

removed, a tapered fill cleanout string was run in the well to 4409 feet measured depth, and 

equipment was rigged up to perform the fill cleanout.  The fill cleanout pumping operations began 

August 10, 2015. Hilcorp used lease water for circulating as part of the fill cleanout operation, then 

used nitrogen for the well cleanout prior to running the new ESP completion. In its brief, Hilcorp 

conceded “that certain operational conduct described in the Notices was not in accordance with its 

own or its contractors well-established policies or procedures.” 2 

 

Nonetheless, Hilcorp claimed that because AOGCC regulations were silent on the topic of fluids 

to be used in the course of a well workover that there was no requirement to submit information 

detailing the fluids to be used for well clean out.  Hilcorp’s claims are contradicted by its own 

actions. In the first of its four initial workovers at MPU, Hilcorp sought and obtained approval of 

a contingency plan for the use of nitrogen during well clean out.3  

 

  

                                              
2 Hilcorp Alaska, LLC’s Submission to the AOGCC for Informal Review of AOGCC Docket Nos. OTH-15-25, 

OTH-15-29, OTH-15-30, and OTH-15-31; Submitted January 29, 2016 (30 pages, plus 23 multi-page Exhibits). 
3 MPU I-15, PTD 2021520, Sundry Approval 315-158 
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A proposed program must include detail sufficient to enable the AOGCC to ensure the proper 

planning and safe conduct of activities on the well by rig and contractor personnel.  Because this 

inquiry is undertaken on a well by well basis, the lack of AOGCC objection to one request does 

not provide blanket approval for that specific operation in subsequent well workovers.    

 

No operator may undertake a change to an approved program or activity without AOGCC 

approval.  Any application to change an approved program must state the well’s current condition 

and describe the proposed change.  In its request for approval of Sundry 315-459, Hilcorp 

represented to AOGCC that the cleanout would use lease water. As a result, nitrogen was not 

authorized for use during a fill cleanout of MPU J-01A.   

 

After the Notice was issued, Hilcorp claimed that the use of nitrogen for a fill cleanout was a 

contingent plan executed only if well conditions warrant.4 A contingent plan constitutes a change 

to an approved permit requiring AOGCC approval prior to implementation. The point of requiring 

preapproval for this operation is to allow review of the entire proposed program, not just one of 

the alternatives from which Hilcorp may pick. Hilcorp’s listing of nitrogen on an earlier Sundry 

request, along with its listing of lease water on its request here, belie Hilcorp’s claims that it did 

not believe the Sundry required the entire program to be set forth.  

 

Findings and Conclusions: 

Prior to this violation, AOGCC issued several enforcement actions against Hilcorp, including 

imposition of a civil penalty.  AOGCC also met several times with Hilcorp’s Alaska managers 

regarding concerns about regulatory compliance, including a meeting with Hilcorp operations 

personnel at its Kenai field office to assist with its understanding of AOGCC expectations of 

regulatory compliance.5    These discussions were undertaken to draw attention to and help to stem 

Hilcorp’s relatively high frequency of noncompliant activities. These actions do not appear to have 

had any significant impact on Hilcorp’s conduct.    

 

                                              
4 Hilcorp correspondence dated October 9, 2015 (refer to AOGCC Docket 15-025) 
5 Meeting requested and arranged by Hilcorp; held November 11, 2013 
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The AOGCC finds that Hilcorp has violated 20 AAC 25.507 in the conduct of workover operations 

at MPU J-01A by failing to obtain prior approval for a plan change.   The AOGCC has considered 

the factors in AS 31.05.150(g) in its determination of penalties for the MPU J-01A violation.  

Hilcorp has demonstrated neither mitigating factors relative to this incident nor that AOGCC 

missed information in reviewing the enforcement action. The potential severity of the outcome of 

Hilcorp’s actions, Hilcorp’s ongoing history of performing work outside of approved permits or 

management-of-change protocols, its history of compliance issues and the need to deter are 

significant factors in the AOGCC’s analysis.6  However, during the past twelve months, Hilcorp 

has taken initiatives that have improved their overall regulatory compliance. Also, after the initial 

investigation of this incident, the AOGCC stopped work on all four Hilcorp workover rigs in 

Alaska from 10/1/15 to 10/26/15, until Hilcorp could demonstrate compliance with AOGCC’s 

conditions for restarting well work. The AOGCC recognizes that this shutdown of well workover 

operations had a significant financial impact to Hilcorp. 

Now Therefore It Is Ordered That: 

A civil penalty in the amount of $80,000 is imposed for violating 20 AAC 25.507, for changing 

the work procedure in Sundry approval 315-459 by performing the cleanout of MPU J-01A using 

an unapproved contingent plan (nitrogen). 

Done at Anchorage, Alaska and dated March 21, 2017. 

//signature on file// //signature on file// //signature on file// 

Cathy P. Foerster Daniel T. Seamount, Jr. Hollis S. French 

Chair, Commissioner Commissioner  Commissioner 

6 AS 31.05.150(g) requires AOGCC to consider nine criteria in setting the amount of a civil penalty. 
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RECONSIDERATION AND APPEAL NOTICE 

 

As provided in AS 31.05.080(a), within 20 days after written notice of the entry of this order or decision, or such further time as the AOGCC 

grants for good cause shown, a person affected by it may file with the AOGCC an application for reconsideration of the matter determined by it.  
If the notice was mailed, then the period of time shall be 23 days.  An application for reconsideration must set out the respect in which the order 

or decision is believed to be erroneous. 

 
The AOGCC shall grant or refuse the application for reconsideration in whole or in part within 10 days after it is filed.  Failure to act on it within 

10-days is a denial of reconsideration.  If the AOGCC denies reconsideration, upon denial, this order or decision and the denial of reconsideration 
are FINAL and may be appealed to superior court.  The appeal MUST be filed within 33 days after the date on which the AOGCC mails, OR 30 

days if the AOGCC otherwise distributes, the order or decision denying reconsideration, UNLESS the denial is by inaction, in which case the 

appeal MUST be filed within 40 days after the date on which the application for reconsideration was filed. 
 

If the AOGCC grants an application for reconsideration, this order or decision does not become final.  Rather, the order or decision on 

reconsideration will be the FINAL order or decision of the AOGCC, and it may be appealed to superior court.  That appeal MUST be filed within 
33 days after the date on which the AOGCC mails, OR 30 days if the AOGCC otherwise distributes, the order or decision on reconsideration. 

 

In computing a period of time above, the date of the event or default after which the designated period begins to run is not included in the period; 
the last day of the period is included, unless it falls on a weekend or state holiday, in which event the period runs until 5:00 p.m. on the next day 

that does not fall on a weekend or state holiday.  

 


