MINUTES

MONTANA SENATE
53rd LEGISLATURE -~ REGULAR SESSION

COMMITTEE ON TAXATION

Call to Order: By Chairman Mike Halligan, on January 21, 1993,
at 8:00 a.m.

ROLL CALL

Members Present:
Sen. Mike Halligan, Chair (D)
Sen. Dorothy Eck, Vice Chair (D)
Sen. Bob Brown (R)
Sen. Steve Doherty (D)
Sen. Delwyn Gage (R)
Sen. Lorents Grosfield (R)
Sen. John Harp (R)
Sen. Spook Stang (D)
Sen. Tom Towe (D)
Sen. Bill Yellowtail (D)

Members Excused: Sen. Fred Van Valkenburg (D)
Members Absent: None.

Sstaff Present: Jeff Martin, Legislative Council
Bonnie Stark, Committee Secretary

Please Note: These are summary minutes. Testimony and
discussion are paraphrased and condensed. '

Committee Business Summary:
Hearing: SB 53, SB 144, SB 148
Executive Action: None.

HEARING ON SB 53

Opening Statement by Sponsor:

Senator Bernie Swift, representing District #62, presented
Senate Bill 53. Senator Swift said the object of this bill is an
attempt to achieve fairness and equity in taxing state and local,
federal, and private retired persons. Exhibit No. 1 to these
minutes is an Amendment to Senate Bill No. 53, First Reading
Copy, requested by the Department of Revenue, which changes this
tax from a household tax to an individual tax. Senator Swift
said the present law for federal retirees is based on a household
income, not on an individual tax level, and has a penalty clause
in it which states that if more than one retiree lives in the
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household, or income exceeds a certain level, the retiree will
not receive benefit of the $3600 exemption.

Proponents’ Testimony:

Ed Sheehy, a retired Federal employee, urged support of
Senate Bill 53, which he believes will improve the retirement
benefits of all retirees. Mr. Sheehy feels the $3600 exemption,
adopted by the 1961 Legislature, is not appropriate now.

Bill Olson appeared on behalf of the American Association of
Retired Persons (AARP), and presented written testimony attached
to these minutes as Exhibit No. 2. Mr. Olson reported the AARP
does support Senate Bill 53 in concept.

Opponents’ Testimony:

Art Whitney, Vice President of the Association of Montana
Retired Public Employees (AMPRE), presented Exhibit No. 3 to
these minutes. The opposition by AMPRE to Senate Bill 53
pertains only to Section 15.

Jack E. Cohn, Legislative Representative of the Montana
Retired Teachers and School Employees Association, expressed
their opposition to Section 15 of Senate Bill 53. Mr. Cohn said
that Section 15 of this bill would rescind the make-~whole
provision between the State and several groups of retired people,
including retired teachers and school employees.

Tim Bergstrom, representing the Montana State Firemen’s
Association, said his group also opposed Senate Bill 53 because
of Section 15. Many people in public employment do not have the
right to participate in Social Security and do not have a cost-
of-living increase for retirees.

Informational Testimony:

None.

Questions From Committee Members and Responses:

Senator Halligan stated Governor Racicot’s comprehensive tax
reform package includes an income tax provision allowing a
$15,000 pension deduction and asked Senator Swift if this would
accomplish his intent in Senate Bill No. 53. Senator Swift said
that if the Governor’s proposal addresses the questions here and
treats retirees with fairness as well as the exemption, he would
be willing to forget this legislation.

Senator Eck requested Mick Robinson, Director of the Montana
Department of Revenue, to provide data showing how much
additional income tax the state received from taxing retirees,
and data indicating the amount of extra benefits paid out under
the make-whole provision. The fiscal note to Senate Bill No. 53
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indicates approximately $15.8 million decrease in revenue to the
general fund during FY ‘94 and ’95.

Closing by Sponsor:

Senator Swift said Senate Bill 53 would mean an over-all
reduction of approximately $178.00 for each retiree. The state
and local retirees will get an individual reduction of
approximately $193.00 each, and the federal retirees will get an
individual reduction of approximately $175.00 each.

HEARING ON SB 144

Opening Statement by Sponsor:

Senator Delwyn Gage, representing Senate District #5,
presented Senate Bill #144. Senator Gage said Senate Bill 144
would exempt 0il and gas producers from further Resource
Indemnity Tax, and give the 0il and Gas Board the authority to
assess that same 1/2 percent for the purpose of funding problem
areas in that industry where there is no identifiable responsible
party or where that responsible party does not have the financial
ability to fund the cleanup or other problems that arise. 1In a
previous legislative session, a bill was passed allowing $50,000
a year from Resource Indemnity Trust (RIT) earnings to go into
the mitigation account, with a cap figure of $200,000. The
original provisions of the RIT fund were that the tax could not
be used until the trust fund reached $100 million. The interest
from the trust, after it reached $10 million, has been used for
grants and other natural resource related issues, including
funding of some State departments involved in natural resource
issues.

Senator Gage said the RIT Fund is projected to reach $100
million in either Fiscal ‘94 or Fiscal ’98. Senate Bill 144
would not touch the interest earnings, but would be affecting the
growth of the interest amounts for a 4-year period of time.
Exhibits 4 and 5 to these minutes indicate information on the RIT
fund.

Proponents’ Testimony:

Tom Richmond, representing the 0il and Gas Conservation
Board, said the Board supports Senate Bill 144. Mr. Richmond
presented Exhibits 6 and 7 to these minutes, and reviewed the
history of the 0il and Gas Production Damage Mitigation Account,
which was established in 1989. The Mitigation Account is funded
by a biennial allocation of $50,000 from RIT interest, by a fee
of $125 per well for processing the bond release, and by monies
collected by the Board when bonds are forfeited for non-
compliance. Expenditures are made from the account regardless of
the existence of a responsible party. The Board does pursue
reimbursement of the account, if necessary through court action,
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where a responsible party can be identified and if there appears
to be a reasonable likelihood of collection. The Board also
participates in the grant program. Mr. Richmond further reviewed
activities of the Board.

Janelle Fallan, Executive Director of the Montana Petroleum
Association, spoke in favor of Senate Bill 144. Ms. Fallan said
if the petroleum industry in Montana can’t show that they are
able to clean up oil field waste, the Federal government will
step in and take over. This is a situation the Montana Petroleunm
Association would like to avoid. Ms. Fallan said Senate Bill 144
would benefit agriculture in the state because many of the orphan
wells are on farms and ranches; it would benefit the environment
because it puts RIT money into the ground; and it would benefit
0oil field service companies in the state by providing additional
employment. Ms. Fallan said it is not a tax break for the
petroleum industry; they will pay the same tax, it would just be
applied differently. Under Senate Bill 144, Ms. Fallan said
there is no relief from current reclamation requirements, and
almost $4.7 million for the biennium would be 1nvested directly
to environmental cleanup.

Doug Abelin, Northern Montana 0il & Gas Association, said
the Northern Montana oil and gas producers’ position is that
Senate Bill 144 would give the local economies a boost, and would
help mitigate the liabilities of the wells. Mr. Abelin presented
Exhibit 8 to these minutes.

Jerome Anderson, represented Shell Western Exploration and
Production Company, which is the largest crude oil producer in
Montana. Mr. Anderson said Shell paid approximately $1.4 of the
$4.6 in this account over the last biennium. Mr. Anderson urged
the committee to let the petroleum industry have this money to
meet the environmental problems that exist today.

Jim Jensen, Executive Director of the Montana Environmental
Information Center, spoke in support of Senate Bill 144. Mr.
Jensen said the petroleum industry has a dismal record of
responsible management of the problems it created in that there
are thousands of inactive sites which have not been properly
plugged and abandoned. Mr. Jensen said the MEIC feels some of
the RIT funds could be used toward reclamation work to protect
the environment. Mr. Jensen said the MEIC has some concern that
the 0il and Gas Board is the requlatory agency policing its own
industry.

Opponents’ Testimony:
None.

Informational Testimony:

None.
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Questions From Committee Members and Responses:

In response to the MEIC proposal for using RIT funds for
reclamation work, Senator Towe said his notes indicate the intent
of the RIT fund was to indemnify the people of Montana for loss
of a valuable resource, and it was not intended to be
conservation or environmentally oriented.

Senator Doherty questioned Senator Gage about Senate Bill
144 giving the Legislature’s taxing authority to the Board of 0il
and Gas Conservation so that if that Board came up with a
determination that it wasn’t necessary to spend this amount of
money, they wouldn’t have to impose a tax. Senator Gage replied
that was correct.

Senator Eck suggested that since the petroleum industry is a
difficult industry to regulate and to persuade to be responsible,
what would be the disadvantage in having the EPA oversee the
cleanup and insure that proper procedures are followed.

Senator Gage said there are amendments to Senate Bill 144
and Senator Halligan said the amendments would be presented
during executive session on this bill.

Closing by Sponsor:

Senator Gage said many ideas have been tried unsuccessfully
to create sufficient revenues to take care of problem areas in
the petroleum industry, such as plugging abandoned wells,
cleaning abandoned sites and tracking irresponsible operators.
Senate Bill 144 would provide economic benefits for an industry
that is almost non-existent in the service area in the state at
the present time. Senator Gage presented Exhibit 9 to these
minutes indicating what Texas has done in regard to this problem
in that state.

HEARING ON SB 148

Opening Statement by Sponsor:

Senator Delwyn Gage, representing Senate District #5,
presented Senate Bill 148. Senator Gage said he feels that water
is our most precious commodity. Senate Bill 148 would take
another 25 percent of the RIT funds to be applied into the 0il
and Gas Production Damage Mitigation Account of which 14.1
percent goes into the ground water assessment program. Senator
Gage said a suggestion by the 0il and Gas Commission is that a
cap be placed on the amount of funds in the Mitigation Account so
it doesn’t continue to build up when there is no need for those
funds.
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Proponents’ Testimony:

Tom Richmond, Administrator of the Montana Board of 0il and
Gas, spoke in favor of Senate Bill 148, stating his testimony
would be similar to that offered in the hearing on Senate Bill
144. Mr. Richmond further said the Board of 0il and Gas
Conservation is imposed by state statute and they have statutory
authority to expend money under the Damage Mitigation Account.

Janelle Fallan, Executive Director of the Montana Petroleum
Association, said her testimony on the Senate Bill 144 will stand
on Senate Bill 148.

Jerome Anderson, representing Shell Western Exploration and
Production Company, said his testimony on Senate Bill 144 will
stand on Senate Bill 148.

Doug Abelin, Northern Montana 0il & Gas Association,
representing the Northern Montana oil and gas producers, said his
testimony on Senate Bill 144 will stand on Senate Bill 148. Mr.
Abelin presented Exhibit #10 to these minutes.

Jim Jensen, Executive Director of the Montana Environmental
Information Center, spoke in support of Senate Bill 148, calling
it a better bill than Senate Bill 144. Mr. Jensen suggested that
some of the recipients under the RIT program have not paid into
this program and suggested this committee look into solving that
inequity.

Opponents’ Testimony:

None.

Informational Testimony:

John Tubbs, Bureau Chief of the Resource Development Bureau,
said his Department administers the reclamation development grant
program as well as water development and renewable resource grant
programs. Mr. Tubbs presented Exhibits 11, 12 and 13 to these
minutes and explained the cash flow in the Resource Indemnity
Trust fund. Exhibit 13 addresses Senate Bill 144.

Mr. Tubbs said oil and gas cleanup is funded in two forms:
first, from the 0il and Gas Damage Mitigation account as an
emergency fund and, second, through the Reclamation and
Development Grant Program, of which approximately $1 million was
funded in the last biennium. In the current biennium,
approximately $724,000 in oil and gas cleanup grant projects are
being recommended for funding.

Questions From Committee Members and Responses:

Senator Towe questioned Senator Gage about the differences
between Senate Bill 144 and Senate Bill 148, and was told that
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Senate Bill 148 would take 25% of the entire RIT tax, whereas
Senate Bill 144 would specifically use funds from the 0il and Gas
Tax. Senator Towe further questioned Senator Gage about why the
Reclamation and Development Grant Program monies are not being
used for the problems arising in the petroleum industry. Senator
Gage said that others are making application for those funds and
if the funds are not available for reclamation projects, a two-
year wait for the funds could be detrimental. Senator Gage said
that part of the process involved in Senate Bill 148 is to
persuade the 0il and Gas Board that if they have access to these
funds as problems arise, the Board won’t need all of the bonding
requirements it is imposing.

Senator Grosfield and Senator Eck questioned Tom Richmond on
the determination of which problems have priority. Mr. Richmond
said they have a program of looking for problem wells which are
most likely to create environmental damage or ground water
problems, and that they use the funds as they are available.

Closing by Sponsor:

Senator Gage said the 0il and Gas Commission is comprised of
responsible people who are appointed by the Governor. Senator
Gage further said the 25% would come out of the Resource
Indemnity and Ground Water Assessment Tax, not the interest. He
said the problems are there, and if the Board had these funds
available, they would be able to correct the problems as they
arise instead of having to do long-range planning to take care of
them.

ADJOURNMENT

Adjournment: The meeting adjourned at 10:00 a.m.

/,

7 TGAN, Chair

BONNIE STARK, Secretary

MH/bjs
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SENATE COMMITTEE

ROLL CALL

TAXATION

DATE /-R/-93

NAME PRESENT ABSENT EXCUSED

Sen. Halligan, Chair L//

Sen. Eck, Vice Chair

Sen. Brown V//

Sen. Doherty V-

Sen. Gage V/

Sen. Grosfield V/

Sen.'Hagp v

Sen. Stang v

Sen. Towe v’

Sen. Van Valkenburg ///
vV

Sen.

Yellowtail

FCe

Attach to each day’s minutes



SENATE TAXATION

EXHIBIT NO
Amendments to Senate Bill No. 53 DATE. [- 2)- 43
First Reading Copy BILL NO 5 553

s ————— e

Requested by Dept. of Revenue
For the Committee on Taxation

Prepared by Lee Heiman
January 14, 1993

1. Title, line 5.

Following: "INCOME;"

Insert: "REPEALING THE ANNUAL ADJUSTMENT PAYMENT MADE TO RETIREES
OF THE PUBLIC EMPLOYEES’ RETIREMENT SYSTEM AND THE TEACHERS'
RETIREMENT SYSTEM;"

2. Page 2, line 22.
Following: "received"

Insert: ","
Following: "15-30-101"
Insert: ", by an individual®
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rjggeing lifetimes of experience and

Montana AARP State Legislative Committee SENATE TAXATION

»adership to serve all generations.

1992-1993 Position Paper EXHIBIT NO.

“ , ATE /- 2 / - fs

| STATE RETIREMENT Bl N0 S8 5 3

. POSITION: The Montana AARP State Legislative Committee strongly supports

™ legisiation that would provide automatic cost-of-living adjustments to
retirement benefits which will promote stability and fairness in all public

retirement systems.

L

- PROBLEM: Inflation has seriously eroded the purchasing power of retired pubilic

- employees. After many years of serving the state and contributing to
their retirement systems, many retired workers now find that their

retirement benefits do not provide a decent standard of living. This is

- neither just nor equitable.

. This is not a new problem. The Legislature continues to study the
problem year after year, just as inflation continues to erode retirement

benefits year after year. If retirement benefits are to retain their

purchasing power they must be increased periodically through post-

retirement adjustments to offset the effects of inflation.
b Over the years there have been ad hoc cost-of-living adjustments to
individual retirement benefits. However, these ad hoc adjustments usually
; lag behind inflationary trends and give retired workers no guarantee that
e their benefits will be reviewed and adjusted on a regular basis.
. SOLUTION: An automatic cost-of-living adjustment of retirement benefits would give
- retirees assurances that their benefits will reflect inflationary trends.

Legislation should be enacted that would provide benefits adjustment for
- those receiving public retirement benefits, commencing not later than
three years after retirement. The benefit adjustments should accrue
annually and be compounded, with the fixed-rate of the adjustment equal
- to the average rate of the Consumer Price Index - Urban (CPI-U) over the

previous ten years.



Adjustments for current retirees and for current active employees should
be funded by an actuarially sound and necessary increase in both
employer and employee contributions.

CONTACT: Diana Dowling, State Legislative Committee Member
519 N. Rodney
Helena, MT 59601
(406) 443-2798

MT 8/31/92

POSPAPER.007
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Statement on Senate Bill 53 siL oS4 55—
Art Whitney —~
January 22, 1993

The Association of Montana Retired Public Employees is opposed to
Section 15 of SB 53 which repeals MCA sections 19-15-101 and 19-15-102.
Those are the sections that provide the statutory appropriation which funds the
make-whole provision for state, county, city, school district and teacherretirees.

Senate Bill 226 of the 52nd Legislative session, now Chapter 823 laws of
1991, subjected our pensions to state income tax for the first time and then
provided in increase to our pensions from the general fund, equal or comparable
to what our tax was predicted to be. This was referred to as a make-whole
provision amounting to about 2 1/2 percent in total benefits paid the prior year
to be distributed to each retiree residing in Montana.

Our association agreed not to oppose the taxation of our pensions if the
make-whole provision was included. We believed this provision was necessary
to meet the state's moral (and probably also legal) obligation not to break with
a 40-plus year promise to its own retirees by arbitrarily reducing their pensions.
When the make-whole provision was added we did not oppose SB 226.

Sometime after the 52nd session ended several federal retirees sued the
Montana Department of Revenue claiming among other things, that SB 226 was
unconstitutional and that the state had no right to tax its own public retirees (and
therefore as required by the Davis vs Michigan Case decision, and themselves as
well). Our association (AMRPE) , the Retired Teachers Association (RTA) and
several other groups of retired public employees intervened on the side of the
state. AMRPE and the RTA spent over $16,000 of our associations funds
supporting the state's right to tax its retired public employees as long as our
make-whole provision was maintained. District Judge Honzel decided the issues
of the case in the state's and our associations favor.

SB 226 in 1991 responded to a state taxation need and problem, it also
honored a long term obligation to state, county, city, school district and teacher
retirees by including the make-whole provision. We supported this bill and have
helped defend the law with that provision. We believe our deal regarding SB 226
should continue to be honored.

We would support SB 53 [E_ it were revised so as not to recind our make-whole
provision. However as it stands AMPRE opposes Senate Bill 53.
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Resource Indemnity Tax

Impact of Removing Oil & Natural Gas
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Resource Indemnity Trust Fund

110.0
100.0
90.0
80.0
70.0
60.0
50.0
40.0
30.0
20.0
10.0
0.0

Millions of Dollars
Millions

Actual & Estimated Balances

Fiscal Year

91 92 93 94

95

$77,324,921 | 82,489,898 87,727,898 | 92,615,898

97,591,898

Excludes

$77,324,921 | 82,489,898 87,727,898 90,616,898

93,533,898

. S ¢
From Resource Indemnity Tax Base B2t N0 £ L4y,
Trust Trust
Fiscal Oil Natural Gas Total Total Balance Balance
Year RIT Tax RIT Tax Oil & Gas RIT Tax With Qil/Gas No Oil/Gas
Act. 91 $2,120,447 $436,080 $2,556,527 $4,527,135  $77,324,921  $77,324,921
Act. 92 1,722,236 392,289 2,114,525 5,164,977 82,489,898 82,489,898
Est. 93 1,559,000 397,000 1,956,000 5,238,000 87,727,898 87,727,898
Est. 94 1,557,000 442,000 1,999,000 4,888,000 92,615,898 90,616,898
Est. 95 1,555,000 504,000 2,059,000 4,976,000 97,591,898 93,533,398
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Offic& of the _[,’zgéz[a.tius Fiscal %na[yit BILL NO— 54 AR

STATE CAPITOL
HELENA, MONTANA 59620
406/444-2986

TERESA OLCOTT COHEA
LEGISLATIVE FISCAL ANALYST

January 16, 1993

TO: Senator Gage

FROM: Terry W. Johnson WC)
Principal Fiscal Analyst

SUBJECT: Resource Indemnity Tax

This memo is in response to your request for information on the resource indemnity trust
(RIT) tax. The attached document shows how much RIT tax was collected in fiscal 1991 and
1992 from oil, natural gas, and in total. The amounts estimated for fiscal 1993 through 1995
are based on oil production and price assumptions as adopted by the Revenue Oversight
Committee on January 5, 1993.

Under current law, the resource indemnity trust fund will reach $100 million by the end of
fiscal 1996. However, if oil and natural gas production is not subject to the tax starting in
fiscal 1994, the trust fund will not reach $100 million until fiscal 1998.

Please let me know if I can provide any additional information.

TI3F:ltsgl-16.mem
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INTERSTATE OIL AND GAS OOMPAOT COMMISSION

800 Nuriheast 23rd Street 8 P.O. Box 53127 = Oklahoma City, Oklahoma 73162-3127 » Phone: 405/525-3556 8 Fax; 405/525-3592

~Janvary 11, 1893 Contact: W. Timothy Dowd
: (405) 626-3556

FROM WESTERN BANK CHINOOK

Chairman: V

Jenin Fiomty STUDY FOCUSES ON IDLE Ol AND GAS WELLS

Gevorinor of Kansas

Past Chalrmen:
Dinaitd Walters

Gervernior of Oklahormy OKLAHOMA CITY - Qil and Gas wslls idled by economic conditions may

Mike Sullivan

G f ,
L:::,',nx :m?xm yield large quantities of oil and gas, and states should implement measuras that

Gavornor of Louistania

Bruce King encourage production and deress snvironmental concerns, a nationwide stud

Gavernor of e . e e ——r— o —— 4 e 0 ora ,.'M
New Mexico

Executive Dirsctor: has concluded.

W Timothy Dowd .
NEMBERBTATES: The idle-well study was released this waek by the Interstate Oil and Gas

ALABAMA AL ASKA e s . .
Compact Commigsion, 8 governmental entity representing the governors of the

ATHLONA ARKANSAZ

caLranmA 20 oil-and-gas-producing states.
COLORADOD 1HLINQIS
INDIANA KANSAS " The 215,000 wells defined as idle by the study may provide s much as

KE NTUCKY [OLNSIANA
MARYLAND MICIIGAN 2.6 billion barrsls of oil and enhanced recovery efforts could add 500 million

MISKISSIPY
MON IANA. NLHHASKA barrels. The IOGCC found a significant number of wells were idle due to
NEVADA NEW MEFXICO
NEW YOHK NORIH natural production decline and low crude oil and gas prices, the lack of
DAKOTA, QHIO.
OKI MIOMA sophisticated recovery techniques, and a growing number of operators in
PLNNSYLVANIA

- SOUIH DAKOTA TRXAS financial troubls or out of business altogether

f ""“‘;:‘:':“m';: T But the report cautioned that states should protect themselves from
WHOMING possible liabilities associated with a growing number of idle wells.
ASSOCIATES:

GFARGIA, IDANO, "In most cases, an idle well is not an environmental threat. Many wells

NORTH CAROLINA,
OREGON. SOUTH
CANOLINA WASHINGTION

are allowed to remain idle with approval of the state regulatory authority

because they are not threatening the environmental or public safety," tha report

gaid.

- more -
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Add 1-1-1 idle well study

Howsver, unplugged, abandoned wells can offer pathways for groundwater
contamination and may include sites With surface contamination.

All of the producing states authorize financial assurance requirements from oil and gas
operators to provide funds for plugging and environmental remediations. However, states

should continually review these raquirements to ensure adequate funds will be available, the

report said. , :
.. — e e e sl - e e ARl
The growing number of wells has already bagun to pressure available plugging funds.
In Texas, for example, nearly 2,000 wells are on a waiting lisf to be plugged. As a result, in
1991 the Texas legislature increased the well-plugging fund from $2 million to $10 million.
To slow the growth in the numbers of abandoned wells and other oil field sites that
must be addressed with state funds, Texas also added new financial assurance and annual
reporting requirements, o
The 10GCC report called for each state to "continually c;valuate‘ the financial
responsibllity mechanisms most appropriate for the state and to implement chénges when
necessary to provida assurance for plugging.”

In addition, states should consider procedures that require well operators to

- - ) . x' - ‘ ’
- =~ -demonstrate the well has s "bona fide future uge™ and to agree to periodic testing as

conditions of obtaining idle status.

"States should have adequate enforcoment mechanisms to ensure compliance with

state fihancial responsibility and temporary abandonment regulations, including sufficient

funding and staffing,” the report said.

~morea -
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Add 2-2-2 idle well study

The I0GCC report'also encouraged states t'o consider innovative approachas that
permit additional oil and gas recovery from abandoned and unplugged wells.

The report, which was delivered 'to compact Chairman Gov. Joan Finngy of Kansas,
was developed under the guidance of the Idle Wall Subcommittee of the Compact"é Council
on State Regulatory Officials. Tha subcommittee was chaired by D. Michael Wallen, director

of tha Kentucky Division of Oil & Gas, end included energy and environmental officials from

- - e .,...'. o

“"° 7 10 other states,

Other members of the committee are: Samuel Alguire, Michigan Geological Survey;
Lawrence E. Béngal, lilinois Oil and Gas Division; Bill Guerard, California Department of
Conservation; A. Richard Heﬁdérson, Mississippi State Qil end Gés Board; Sfeven Korf,
Kansas Oil and Gas Consarvation Dlvision; Donald L. Mason, Ohlo Department of Natural
Resources; Michael W. Schmidt Okiahoma Oil and Gas Conservation Division; Jerry T. Sexton,
New Mexico Qll Conservatlon DIVISIOﬂ, Gragory H. Sovas, New York Department of

Environmental Conservation; and James W. Walker, Jr. Texas Rallroad Commnssmn

-end -
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SUMMARY OF NON-~-PRODUCING AND PRODUCING WELLS

Submitted to the Senate Taxation Committee

for SB144 and SB148 on January 21, 1993

by Department of Natural Resources & Conservation,
Board of 0il and Gas Conservation.

PRODUCING WELLS (AS OF LAST QUARTER, 1991

Gas Wells 2802
0il Wells 3958
Total Producing Wells 6760

NON-PRODUCING (BONDED)

Gas 791
0il 1806
Miscel laneous 198

Total, Bonded non-producing 2795

NON-PRODUCING (UNBONDED)

Gas 256
0il 578
Miscellaneous 222

Total, Unbonded non-producing 1056

UNKNOWN STATUS

Total 3379

A étudy of pre-1954 wells found wells:

with inadequate plugging records 308
with no plugging records 2082

2390 wells



Northern Montana Oil &G Gas Associdation

2.0, Box 621
Shelby, Montana 59474 _
Phone 434-3401 SENATE TAXATION
SENATE TAX COMMITTEE EXHIBIT NO._
SPONSOR: SEN. DEL GAGE DATE___ /- H -9 7
THURSDAY, JANUARY 21, 1993, 8 A.M. | B no_*Sél 2

o]

SB 144

As Montana 0il & Gas producers have paid into the RITT and
Ground Water Assessment Tax since its creation, and has used
very little of its earned interest, and is in need of either
reductions in expenses, Workers Comp rates lowered , or new
income bases, it seems time to address another method to help
our industry survive until better times return.

SB 144 addresses a different method to help the industry get
through rough times, lower our costs of operation, and to
provide a stable and active pluggage program to reduce, and
hopefully eventually remove the Liability of Orphan Wells.

By exemting 0il and Gas production from the Resource Indemnity
and Ground Water Assessment Tax, and giving the 0il & Gas Board
authority to lexy a 1/2 of 1% tax on our production to be used
towards plugging of Orphaned wells, we would not change the tax
burden on the industry, but shift us from the payer only, to
the payer, receiver, operator and solver of a real burden to
our industry, and to the people of the great state of Montana!

We would put our rigs to work plugging our Orphaned wells, re-
move the need for a bond on our wells, and help prevent any
further increases in our well counts for Orphaned wells. And

the putting our rigs to the task of plugging wells would mitigate
the liability of unplugged wells, provide much needed work,

for our dormat service companies, increase our wage, and tax

base within the work areas, of the state of Montana.
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. (275 Shell Western E&P Inc.
B“J. No‘; gﬂ / L/ q‘j . An aftiliate of Sheli Qu Company

P.O. Box 576
ﬂouston, TX 77001

DEC 28 1999
December 18, 1992

Ms. Janelle Fallan
2030 11th Avenue, Suite 23
Helena, MT 59601

Dear Janelle:

Attached is an interesting proposal Arco made in New Mexico recently.
It may have application in Montana, too. It is based on a law passed
in Texas during the 1991 session to give the Railroad Commission the
authority and funds to plug abandoned wells AND to clean abandoned
sites AND to clamp down on irresponsible operators. Texas is now
plugging nearly 180 wells a month.

When we discussed this with the New Mexico authorities they were very
supportive. They already have a well plugging fund, so they suggested
we simply broaden their definitions and authorities; if the fund is
insufficient to cover the expenses, revisit the funding mechanism.

Does this have application in Montana?

Rich G. Hansen
Manager External Affairs

RGH. sam
Attachment
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December 7, 1992

E&P CERCLA ISSUE

At Risk: Within CERCLA, the Superfund statute, is a provision that extends the
RCRA hazardous waste exemption for oil and gas exploration and production
wastes to CERCLA. Loss of this favorable language would be quite detrimental
to the E&P industry. Abandoned E&P sites, such as old reserve pits or storage
tanks, or sites where E&P wastes had been sent, such as commercial disposal
sites or municipal landfills, could become subject to CERCLA. Under CERCLA,
any past contributors of waste, can become liable for clean-up of the entire site.

What is Prompting Concemn: CERCLA will be reviewed for reauthorization by
the US Congress in 1993. Key members from producing states have expressed
concern, saying that the oil industry is leaving the US and going eisewhere,
abandoning sites as they leave. The message is clear that uniess the states
demonstrate that they can satisifactorily prevent wholesale and indiscriminate
abandonment of sites, the federal government will step in and rectify the
problem, possibly eliminating the CERCLA exemption for E&P wastes.

Recommended Action: If producing states establish strong programs to
address site abandonment issues, a clear signal would be sent to Washington
that states are serious about appropriately managing E&P wastes. Industry can
take a proactive role in developing dratft legislation, building coalitions
supporting the legislation, and encouraging enactment. Texas began this effort
in 1991 by authorizing the Railroad Commission to regulate oil and gas
hazardous waste and by expanding the existing plugging fund to cover
abandoned site cleanup for both exempt and non-exempt wastes.

1.0
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STATE OIL AND GAS CLEANUP LEGISLATION
GENERAL CONCEPTS

o Qil and gas industry will be source of cleanup funds
o Fund to be specifically designated only for well plugging/site cleanup.

o State oil and gas commission can recover costs of plugging and cleanup only
from any person who plugged the well or any portion thereof, permanently
abandoned the well, or operates or last operated the property from which the oil
and gas wastes originated. ‘

o State is directed to consider economics, technological feasibility, land value,
and past and planned future use of the land when conducting cleanups.

o State can use present or modified version of financial security requirements.

o Regarding restrictions on approval of drilling permit applications due to
compliance history:

oo Decide if restrictions are necessary

oo If deemed necessary, the criteria for restrictions should apply to
officers, directors, etc. who have within the last two years held a position of
ownership or control in the organization for which the application is filed. The
critieria should not extend to any other organization in which the
officers/directors, etc. of the organization filing for an application hold a position
of ownership or control.

oo Violations should be defined so as to exclude organizations that are on
a schedule for compliance.

o Qil and gas waste should be defined to include NORM.

o Civil penalties constitute a sufficient level of enforcement; criminal penaities
are not necessary.

o Qil and gas hazardous waste should be included under the authority of the
State oil and gas commission. This provides a complete umbrella of
management and control for all oiland gas wastes.

o State oil and gas commission should also have the authority to regulate
haulers of oil and gas waste (including sait water and hazardous waste). This is
particularly key with the eXpanded authority for oil and gas hazardous waste.



o Hazardous oil and gas waste generation fees are not needed. The cleanup
fund should be funded from other sources.
co If a hazardous waste generation fee is included, any facility which is a

conditionally exempt small quantity generator under EPA requirements should
be exempt from the fees.
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Bill Number: TX72RSB 1103 Date: 6/ 4/91
ENROLLED

AN ACT
relating to the prevention of poliution from oil and gas
exploration, development, and production activities, including the
creation of an oil-field cleanup fund and the imposition of certain
fees; providing a penalty.
BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF TEXAS:
SECTION 1. Subchapter D, Chapter 91, Natural Resources Code,
is amended by adding Sections 91.111, 91.112, and 91.113 to read as
follows: :
<Sec. 91.111. OIL-FIELD CLEANUP FUND. (a) The oil-field>
<cleanup fund is created as a special fund in the state treasury.>
<(b) The commission shall certify to the comptroller the date>
<on which the balance in the fund equals or exceeds $10 million.>
<The oil-field cleanup regulatory fees on oil and gas shall not be>
<collected or required tc be paid on or after the first day of the>
<second manth following the certification, except that the>
<comptroller shall resume collecting the fees on receipt of a>
<commission certification that the fund has fallen below $6 million.>
<The comptroller shall continue callecting the fees until>
<collections are again suspended in the manner provided by this>
<subsection.>
<(c) The fund consists of:>
<(1) penalties imposed under Section 85.381 of this>
<code for violation of a law, order, or rule relating to well>
<plugging requirements;>
<(2) proceeds from bonds and other financial assurances>
<required by this chapter, subject to the refund provisions of>
<Section 91.1091 of this code;>
<(3) private contributions, including contributions>
<made under Section 89.084 of this cade;>
<(4) expenses collected undgr Section 89.083 of this>
<code;> )
<(5) drilling permit fees imposed under Subsections.(a)>
<and (c) of Section 85.2021 of this code;>
<(6) civil penaities collected for violations of>
<Chapter 89 of this caode or of rules or orders relating to plugging>



<that are adopted under this code;>

<(7) proceeds collected under Section 89.085 of this>
<code;>

<(8B) interest earned on the funds deposited in the>
<fund;>

<(9) fees collected under Section 91.104 of this code;>

<(10) civil penalities or costs recovered under Section>
<91.457 or Section 91.459 of this code;>

<(11) oil and gas waste hauler permit application fees>
<collected under Section 29.015, Water Code;>

<(12) costs recovered under Subsection (f) of Section>
<91.113 of this code;>

<(13) hazardous oil and gas waste generation fees>
<collected under Section 91.605 of this code;>

<(14) cil-field cleanup regulatory fees on oil>
<collected under Section 81.116 of this code;>

<(15) oil-field cleanup reguiatory fees on gas>
<collected under Section 81.117 of this code;>

<(16) fees for a reissued certificate collected under>
<Section 85.167 of this ccde;>

<(17) fees collected under Subsection (b) of Section>
<91.1013 of this code; and>

<(18) legislative appropriations.>

<Sec. 91.112. PURPQOSE OF THE FUND. (a) Money in the fund>

<may be used by the commission or its employees or agents for:>

<(1) controlling or cleaning up oil and gas wastes or>
<other substances or materials regulated by the commission under>
<Section 91.101 of this code that are causing or are likely to cause>
<the pollution of surface or subsurface water, consistent with>
<Section 91.113 of this code;>

<(2) plugging abandoned wells and administering or>
<enforcing permits, orders, and rules relating to the commission’s>
<authority to prevent pollution under this chapter, Chapter 89 of>
<this cade, or any other law administered or enforced by the>
<commission under Title 3 of this code;>

<(3) implementing Subchapter N of this chapter and>
<enforcing rules, orders, and permits adopted or issued under that>
<subchapter; and>

<(4) preparing the report requxred under Subsection (b)>
<of this section.>

<(b) The coammission shalil submit to the legislature,>

<annually, a report that reviews the extent to which the funds>
<provided under Section 91.111 of this cade have enabled the>
<commission to better proféct the environment and enhanca the income>
<of the oil-field cleanup fund. The report shall include:>
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<(1) the number of wells plugged;>
<(2) the number of wells abandoned;>
<(3) the number of inactive wells not currently in>
<compliance with commission rules;>
<(4) the status of enforcement proceedings for all>
<wells in violation of commission rules and the time period during>
<which the wells have been in violation;>
<(5) the methad by which the commission sets priorities>
<by which it determines the order in which abandoned wells are>
<plugged;>
<(6) a projection of the amount of oil-field cleanup>
<funds needed for the next biennium for plugging of abandoned wells>
<and remediating surface locations; and>
<(7) the status of implementation of the provisions of>
<Section 89.085 of this code relating to possession and sale of>
<equipment to recover plugging costs.>
<Sec. 91.113. CLEANUP BY COMMISSION. (a) If oil and gas>
<wastes or other substances or materials regulated by the cammission>
<under Section 91.101 of this subchapter are causing or are likely>
<to cause the pollution of surface or subsurface water, the>
<commission, through its empioyees or agents, may use money in the>
<oil-field cleanup fund to control or clean up the oil and gas>
<wastes or other substances or materials if.>
<(1) the responsible person has failed or refused to>
<control or clean up the oil and gas wastes or other substances or>
<materials after notice and opportunity for hearing;>
<(2) the respansible person is unknown, cannot be>
<found, or has na assets with which to control or clean up the oil>
<and gas wastes or other substances or materials; or>
<(3) the oil and gas wastes or other substances or>
<materials are causing the pollution of surface or subsurface water.>
<(b) For purpases of this section, "responsible person" means>
<any operator or other person required by law, rules adopted by the>
<commission, or a valid order of the commission to control or clean>
<up the oil and gas wastes or other substances or materials.>
<(c) The commission or its employees or agents, on proper>
<identification, may enter the land of another for the purpose of>
<controlling or cleaning up oil and gas wastes or other substances>
<or materials under this section.>

oooNew Section. In conducting cgntrol or clean up of cil and gas wastes

and other substances and materials, the Commission is directed to

consider economics, technological feasibility, land value, and past and

planned future use of the fand.
<(d) The control or cfeanup of oil and gas wastes or other>

<substances or materials by the commission under this section does>



<not prevent the commission from seeking penaities or other relief>
<provided by law from any person who plugged a well or any portion of a
well, permanently abandoned a well, or operates or last operated the
property, from which oil and gas wastes originated. isroquired-by-taw;

<(e) The commission and its employees are not liable for any>
<damages arising from an act or omission if the act or omission is>
<part of a good-faith effort to carry out this section.>

<(f) If the commission controls or cleans up oil and gas>
<wastes or other substances or materials under this section, the>
<commission may recover all costs incurred by the commission from>
<any person who was required by law, rules adopted by the>
<commission, or a valid order of the commission to control or clean>
<up the oil and gas wastes or other substances or materials. The>
<commission may request the attorney general to file suit in any>
<court of competent jurisdiction in Travis County to recover these>
<costs from any person who piugged a well, permanently abandoned a
well, or operates or |ast operated the property from which the oil and gas
wastes originated. Costs recovered under this subsection shall be
deposited to the oil-field cleanup fund.>

SECTION 2. Subchapter €, Chapter 81, Naturai Resources Code,
is amended by adding Sections 81.116 and 81.117 to read as follows:

<Sec. 81.116. OIL-FIELD CLEANUP REGULATORY FEE ON OIL.>
<(a) An oil-field cleanup regulatory fee is imposed on crude>
<petroleum produced in this state in the amount of five-sixteentns>
<of one cent on each barrel of 42 standard gallons.>

<(b) The fee is in addition to the taxes imposed under>
<Section 81.111 of this code and Chapter 202, Tax Code.>

<(c) Except as provided by Subsection (d) of this section,>
<Chapter 202, Tax Code, applies to the administration and collection>
<of the fee, and the penalties provided by that chapter apply to any>
<person who fails to pay or report the fee.>

<(d) The comptroller shall suspend collection of the fee in>
<the manner provided by Section 91.111 of this code.>

<(e) Proceeds from the fee, including any penalties collected>
<in connection with the fes, shall be deposited to the oil-field>
<cleanup fund as provided by Section'91.111 of this code.>

<Sec. 81.117. OIL-FIELD CLEANUP REGULATORY FEE ON GAS.>
<(a) An oil-field cleanup regulatory fee is imposed on gas>
<initially produced and saved in this state in the amount of>
<one-thirtieth of one cent for each thousand cubic feet.>

<(b) The fee is in addition to the tax imposed under Section>
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<(c) Except as provided by Subsection (d), the>
<administration, collection, and enforcement of the fee is the same>
<as for the tax imposed under Section 201.052, Tax Code.>
<(d) The comptroller shall suspend collection of the fee in>
<the manner provided by Section 91.111 of this code.>
<(e) Proceeds from the fee, including any penaities collected>
<in connection with the fee, shall be deposited to the oil-field>
<cleanup fund as provided by Section 91.111 of this code.>
SECTION 3. Section 85.164, Natural Resources Caode, is
amended to read as follows: :
Sec. 85.164. CANCELLATION OF CERTIFICATE. The commission
may cancel any certificate of compliance issued under the
provisions of this subchapter if it appears that the owner or
operator of a well covered by the provisions of the certificate, in
the operation of the well or the production of oil or gas from the
well, has violated or is violating the oil and gas conservation
laws of this state or rules or orders of the commission adopted
under those laws. <Before canceling a certificate of compliance,>
<the commission shall give notice to the owner or operator by>
<personal service or by registered or certified mail of the facts or>
<conduct alleged to warrant the cancellation and shall give the>
<owner or operator an opportunity to show compliance with ail>
<requirements of law for retention of the certificate as required by>
<Subsection (c), Section 18, Administrative Procedure and Texas>
<Register Act (Article 6252-13a, Vemon's Texas Civil Statutes).>
SECTION 4. Subchapter E, Chapter 85, Natural Resources Code,
is amended by adding Section 85.167 to read as follows:
<Sec. 85.167. FEE FOR REISSUED CERTIFICATE. (a) If a>
<certificate of compliance has been canceled, the commission may not>
<issue a new certificate of compliance until the owner or operator>
<submits'to the commission a nonrefundable fee of $100.>
<(b) Fees callected under this section shall be deposited to>
<the oil-field cleanup fund.>
SECTION 5. Section 85.2021, Natural Resources Code, is
amended to read as follows:
Sec. 85.2021. DRILLING PERMIT FEE. (a) With each
application or materiaily amended application for a permit to
drill, deepen, plug back, or reenter a well, the applicant shall
submit to the commission a <nonrefugdable> fee of<:>
<(1)> $100 <if the total depth’of the well is 2,000 feet>
<or less;>
<(2) $125 if the total depth of the well is greater>
<than 2,000 feet but less than or equal to 4,000 feet;>
<(3) $150 if the total depth of the well is greater>




<than 4,000 feet but less than or equal toc 9,000 feet;>
<(4) $200 if the total depth of the well is greater>
<than 9,000 feet>.
<(b) An> [Additionally, the] applicant shall submit <an>
<additional nonrefundable> {a] fee of $50 when requesting that the
commission expedite the application for a permit to drill, deepen,
plug back, or reenter a well.
<(c) With each application for an extension of time to plug a>
<well pursuant to commission rules, an applicant shall submit to the>
<commission a nonrefundable fee of $100, unless the applicant has>
<filed a bond under Section 91.1041 or Section 91.1042 of this code>
[(b) The drilling permit fee and the fee to expedite the drilling]
[permit application may not be refunded].
<(d) All> [(c) Drilling permit] fees coliected under this
section shall be deposited in the state <ail-field cleanup> {well}
[plugging] fund <except that fees>[. Fees] to expedite a drilling
permit application shall be deposited in the general revenue fund.
SECTION 6. Subsection (d), Section 89.083, Natural Resources
Code, is amended to read as follows:
(d) Money collected in a suit under this section shall be
deposited in the state <oil-field cleanup> [well plugging] fund.
SECTION 7. Subsection (b), Section 89.121, Natural Resources
Code, is amended to read as follows:
(b) Civil penalties collected for violations of this chapter
or of rules relating to plugging that are adopted under this code
shall be deposited in the state <oil-field cleanup> [well plugging]
fund.
.SECTION 8. Section 91.103, Natural Resources Caode, is
amended to read as follows:
Sec. 91.103. PERSONS REQUIRED TO EXECUTE BOND <OR
ALTERNATE>
<FORM OF FINANCIAL SECURITY>. <Any person, including any firm,>
<Partnership, joint stock association, corporation, or other>
<organization, required to file an organization report under Section>
<91.142 of this cade shall execute and file with the commission a>
<bond or alternate form of financial security> [(a) Before approval]
(of an application, the commission may require the following persons]
[to execute and file with the commission a bond:]
[(1) an applicant to drill a new weil or redrill or]
[deepen an old weil;] .
[(2) an operator who has acquired a producting well and]}
[who is requesting authorization to connect a producing will or]
[wells to a pipeline or other cutlet; and]
[(3) an operator filing a well potential form who has]
[reworked and brought into production a previously nonproducing]
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[well, resulting in making an application for an allowable for}
[production of oil and gas from the welli.]

[(b) The commission may require the filing of a bond by any]
[operator seeking an exception to the well plugging requirements)
[established by law or rules and orders of the commission].

SECTION 9. Section 91.104, Natural Resources Caode, is
amended to read as follows:

Sec. 91.104. <BONDS AND ALTERNATE FORMS OF FINANCIAL
SECURITY>
[AMOUNT OF BOND]. <(a)> The commission <shall require a bond or an>
<altemate form of financial security to be filed with the>
<commission as provided by Subsection (b) of this section.>

<(b) A person required to file a bond under Section 91.103 of>
<this code may choose to file:>

<(1) an individual bond as provided under Section>
<91.1041 of this code;>
<(2) a blanket bond as provided under Section 91.1042>
<of this code;>
<(3) a nonrefundable annual fee of $100, if the person>
<can demonstrate to the commission an acceptable record of>
<compliance with all commission rules, orders, licenses, permits, or>
<certificates that relate to safety or the prevention or control of>
<pollution for the previous 48 maonths and the person and, if a firm,>
<partnership, joint stock association, corporation, or other>
<organization, its officers, directors, general partners, or owners>
<of more than 25 percent ownership interest or any trustee:>
<(A) has no outstanding violations of such>
<commission rules, orders, licenses, permits, or certificates;>
<(B) has paid all administrative, civil, and>
<criminal penalties, if any, relating to any violation of such>
<commission rules, orders, licenses, permits, or certificates; and>
<(C) has paid all reimbursements of any costs and>
<expenses assessed by the commission in relation to any violation of>
<such commission rules, orders, licenses, permits, or certificates;>
<(4) a nonrefundable annual fee equal to three percent>
<of the bond that otherwise would be required; or>
<(5) to give a first lien on tangible personal property>
<associated with oil and gas production whose salvage value equals>
<the value of an individual bond under Section 91.1041 of this code>
<or the value of a blanket bond undar Section 91.1042 of this code>
<that otherwise would be required.>

<(c) A person who chooses to file a form of financial>
<security other than a bond shall also submit a fee of $100 for each>
<application to extend the fime to plug a well in accordance with>
<Section 85.2021 of this code> [may require that the bond be in an}



[amount equal to the cost of plugging each weil or in a blanket]
{amount designed to assure the proper plugging of all weils drilled,]
[to be drilled, or to be operated in this state].

SECTION 10Q. Chapter 91, Natural Resources Code, is amended
by adding Sections 91.1041 and 91.1042 to read as follows:

<Sec. 91.1041. INDIVIDUAL BOND. A person required to file a>
<bond under Section 91.103 who operates one or more wells may file a>
<bond in an amount equal to $2 for each foot of well depth for each>
<well.>

<Sec. 91.1042. BLANKET BOND. A person required to file a>
<bond under Section 91.103 may file a blanket bond to cover all>
<wells and operations for which a bond is required as follows:>

<(1) a person who operates 10 or fewer wells or>
<performs other operations shall file a $25,000 blanket bond;>

<(2) a person who operates more than 10 but fewer than>
<100 wells shall file a $50,000 blanket bond; and>

<(3) a person who operates 100 or more wells shall file>
<a $250,000 blanket bond.>

SECTION 11. Section 91.105, Natural Resources Code, is
amended to read as follows:

Sec. 91.105. BOND CONDITIONS. Each bond <required by Section>
<91.103 of this code> shalil be conditioned that the operator will
plug and abandon <all wells and control, abate, and clean up>
<pollution associated with an aoperator’s oil and gas activities>
<covered under the bond> [the well] in accordance with the law of the
state and the <permits,> rules<,> and orders of the commission.

SECTION 12. Section 91.107, Natural Resources Code, is
amended to read as follows:

Sec. 91.107. NEW BOND <OR ALTERNATE FORM OF FINANCIAL>
<SECURITY>. If a well covered by a bond <or aiternate form of>
<financial security> is transferred, sold, or assigned by its
operator, the commission <shall> [may] require the party acquiring
the well to <file> [execute] a new bond <or alternate form of>
<financial security as provided by this subchapter>, and the bond <or>
<altermnate form of financial security> of the prior operator shall
<continue to be required and to> remain in effect until the new bond
<or alternate form of financial security is provided or the>
<commission determines that the financial security previously>
<submitted to the commission by the person acquiring the well>
<complies with this subchapter> fis proylded ar filing of the bond is]
[waived].

1. PREFERRED OPTION FOR SECTION 13
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ALTERNATE OPTION FOR SECTION 13

SECTION 13. Subchapter D, Chapter 91, Natural Resources

Code, is amended by adding Section 91.110 to read as follows:

<Sec. 91.110. FILING OF A DRILLING PERMIT APPLICATION.>
<(a) The commission may not accept an application under Subsectxon>
<(a) of Section 85.2021 of this cods if:>
<{1) an offtcer, director, general partner, owner of>

<more than 25 percent ownership interest, or trustee of the>
<organization has, within the five two years preceding the date on which>



<the report is filed, held a position of ownership or control in the>
<orgamzatxon for whlch the application |s f‘ led or-in-any-ether>
: and>
<(2) during that period of ownership or control the>
<organization violated a provision of this title or a commission>
<rule, order, license, permit, or certificate that relates to safety>
<or the prevention or control of pallution.>
<{b) An organization has committed a violation if:>
<(1) an order finding the violation has been entered>
<against the arganization, and all appeals have been exhausted, and the
aorganization is not in compliance or on a schedule for compliance with an
aorder; or>
<(2) the commission and the organization have entered>
<into an agreed order relating to the alleged violation, and the organization
is not in compliance or an a schedule for compliance with such order.>
<(c) A person holds a position of ownership or control in an>
<organization if the person is:>
<(1) an officer or director;>
<(2) a general partner;>
<(3) the owner of a sole proprietorship;>
<(4) the owner of mare than a 25 percent ownership>
<interest; or>
<(5) the designated trustee.>
<(d) The commission shall accept the application if:>
<(1) the conditions that constituted the violation are>
<corrected;>
<(2) all administrative, civil, and criminal penalties>
<relating to those conditions are paid; and>
<(3) all reimbursements of costs and expenses assessed>
<by the commission to be collected in relation to those conditions>
<are collected.>

SECTION 14. Section 91.1013, Natural Resources Code is
amended to read as follows:

Sec. 91.1013. APPLICATION <FEES> [FEE]. <(a)> Wth each
application for a fluid injection well permit, the applicant shall
submit to the commission a nonrefundable fee of $100. In this
section, “fluid injection well" means any well used to inject fluid
or gas into the ground in connection with the exploration or
production of oil or gas other than an oil and gas waste disposal
well regulated by the commission pursuant to Chapter 27, Water
Code.

<(b) With each application for a permit to discharge to>
<surfaca water under this chapter and commission rules, other than a>
<permit for a discharge that meets National Pollutant Discharge>
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<Elimination System requirements for agriculturai or wildlife use,>
<the applicant shall submit to the commission a nonrefundable fee of>
<$200.> '

<(c) Fees collected under Subsection (b) of this section>
<shall be deposited in the state oil-field cleanup fund.>

SECTION 185. Section 91.108, Natural Resources Cade, is
amended to read as follows:

Sec. 91.108. DEPOSIT OF FUNDS. <Subject to the refund>
<provisions of Section 91.1091 of this code, proceeds> [Proceeds}
from bonds required pursuant to <this chapter> [state well plugging]
[requirements] shall be depaosited in the <oil-field cleanup> [state]
{well plugging] fund.

SECTION 16. Subchapter D, Chapter 91, Natural Resources
Code, is amended by adding Section 91.1091 to read as follows:

<Sec. 91.1081. REFUND. The commission shall refund the>
<proceeds from a bond or other form of security required under this>
<subchapter if:>

<(1) the conditions that caused the proceeds to be>
<collected are corrected;>

<(2) all administrative, civil, and criminal penalties>
<relating to those conditions are paid; and>

<(3) all reimbursements of costs and expenses assessed>
<by the commission to be collected in relation to those conditions>
<are collected.>

SECTION 17. Section 91.109, Natural Resources Code, is
amended to read as follows:

Sec. 91.108. DISPOSAL SITE BOND. A person applying for or
acting under a commission permit to store, handle, treat, reclaim,
or dispose of oil and gas waste may be required by the commission
to maintain a performance band or ather form of financial security
conditioned that the permittee will operate and close the storage,
handling,*treatment, reclamation, or disposal site in accordance
with state law, commission rules, and the permit to operate the
site. However, this section does not authorize the commission to
require a bond or other form of financial security for saltwater
disposal pits, emergency saltwater storage pits (including
blow-down pits), collecting pits, or skimming pits provided that
such pits are used in conjunction with the operation of an
individual oil or gas lease. <Subject to the refund provisions of>
<Section 91.1091 of this code, proceads> [Proceeds] from any bond or
other form of financial security required by this section shall be
placed in the <oil-field cleanup fund> [weil plugging fund provided]
[by Section 89.152 of this code}. Each bond or other form of
financial security shall be rénewed and continued in effect until
the conditions have been met or releasa is authorized by the




commission.
SECTION 18. Subsection (b), Section 91.457, Natural
Resources Code, is amended to read as follows:
(b) if a person ordered to close a saltwater disposal pit
under Subsection (a) of this section fails or refuses to close the
pit in compliance with the commission’'s order and rules, the
commission <may> [shall] close the pit <using money from the oil-field>
<cleanup fund> and <may> [shall] direct the attorney general to file
suits in any courts of competent jurisdiction in Travis County to
recover applicable penaities and the costs incurred by the
commission in closing the saitwater disposal pit from any person who
operates or last operated the property.
SECTION 19. Subsection (c), Section 91.459, Natural
Resources Code, is amended to read as follows:
(¢c) Any penalties or costs recovered by the attorney general
under <this subchapter> {Section 91.457 of this code] shall be
depasited in <the oil-field cleanup> [a saltwater disposal] fund.
SECTION 20. Chapter 91, Natural Resources Code, is amended
by adding Subchapter N to read as follows:
<SUBCHAPTER N. OIL AND GAS HAZARDQUS WASTE>
<Sec. 91.601. DEFINITIONS. In this subchapter:>
<(1) "Qil and gas hazardous waste" means oil and gas>
<waste that is a hazardous waste as defined by the administrator of>
<the United States Environmental Protection Agency under the federal>
<Solid Waste Disposal Act, as amended by the Resource Conservation>
<and Recavery Act of 1976 (42 U.S.C. Section 6301 et seq.).>
<(2) "0il and gas waste" means oil and gas waste as>
<defined in Section 91.1011 of this chapter, which includes NORM wastes,

including pipe scale containing NORM, sludges from production vessels

containing NORM, and equipment containing NORM.>
<Seq 91.602. RULES. (a) To protect human health and the>

<environment, the commission shall adopt and enforce rules and>
<orders and may issue permits relating to the generation,>
<transportation, treatment, storage, and disposal of cil and gas>
<hazardous wasts.>

<(b) The rules adopted by the commission under this section>
<must be consistent with the hazardous waste regulations adopted by>
<the administrator of the United States Environmental Protection>
<Agency under the federal Solid Waste Disposal Act, as amended>
<the Resourca Conservation and Reéovery Act of 1976 (42 U.S.C.>
<Section 6901 et seq.). The commission may adopt and enforce rules>
<that are more stringent than the federal hazardous waste>
<regulations if necessary.to.protect human health.>

<Sec. 91.603. ACCESS TO PROPERTY AND RECORDS. (a) A member> ,
<or employee of the commission, on proper identification, may enter>
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<public or private property to:>

<(1) inspect and investigate conditions relating to the> |
<generation, transpartation, treatment, storage, or disposal of oil>
<and gas hazardous waste;>

<(2) inspect and investigate conditions relating to the>
<development of rules, orders, or permits under Section 91.602 of> |
<this code;>

<(3) monitor compliance with a rule, order, or permit>
<of the commission; or>

<(4) examine and copy, during reascnable working hours,>
<those records or memoranda of the business being investigated.> |

<(b) A member or employee acting under this section who>

<enters an establishment on public or private property shall observe> |
<the establishment's posted safety, intemal security, and fire>
<protection rules.> , |

!




ALTERNATE OPTION FOR SECTION 91.605
<Sec. 91.605. HAZARDOUS OIL AND GAS WASTE GENERATION>
<FEE. (a) An annual fes is imposed on each operator who generates>
<hazardous oil and gas waste.>
<(b) The commission by rule shall set the fee, which must:>
<(1) be based on the volume of hazardous oil and gas>
<waste generated by the operator; and>
<(2) be reasonably related to the costs of implementing>
<this subchapter and enforcing the rules, orders, and permits>
<adopted or issued by the commission under this subchapter.>
<(c) The commission by rule shall also prescribe the>
<procedures by which an operator must account for the volume of>
<hazardous oil and gas waste generated and pay the fee.>

<(d) This section does not apply to an-eperator-wheratall>
<facilitios-operated-in-this-state, any facility which satisfies the

requirements>

<established by the administrator of the United States Environmental>
<Protection Agency for a conditionally exempt small quantity>
<generator.>

<(e) The fees collected under this section shall be deposited>
<in the oil-field cleanup fund.>

SECTION 21. Section 28.001, Water Code, is amended to read
as follows:

Sec. 29.001. SHORT TITLE. This chapter may be cited as the
<Qil and Gas Waste> [Salt Water] Haulers Act.

SECTION 22. Subdivisions (3) and (4), Section 29.002, Water
Code; are amended to read as follows:

(3) <"Oil and gas waste" means oil and gas waste as>
<defined by Section 91.1011, Natural Resources Code, and includes>
['Salt water* means] water containing salt or other mineralized
substances produced by drilling an oil or gas well or produced in
cannection with the operation of an oil or gas well.

(4) "Hauler" means a person who transports <oil and gas>
<waste> [salt water] for hire by any method other than by pipeline.

SECTION 23. Section 29.011, Water Code, is amended to read
as follows:

Sec. 29.011. APPLICATION FOR PERMIT. Any person may apply
to the railroad commission for a permit to haul and dispose of <ail>
<and gas waste> (salt water]. o

SECTION 24. Section 29.013, Water Code, is amended to read -
as follows:

Sec. 29.013. CONTENTS OF APPLICATION. The application for a
permit shall:

(1) state the number of vehicles the applicant plans
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to use for {salt water] hauling <oil and gas waste>;

(2) affirmatively show that the vehicles are designed
so that they will not leak during transportation of <oil and gas>
<waste> [salt water];

(3) include an affidavit from a person who operates an
approved system of <oil and gas waste> [salt water] disposal stating
that the applicant has permission to use the approved system;

(4) state the applicant's name, business address, and
permanent mailing address; and

(5) include other relevant information required by
railroad commission rules.

SECTION 25. Section 29.015, Water Code, is amended to read
as follows:

Sec. 29.015. <APPLICATION FEE> [BOND]. <With each application>
<for issuance, renewal, or material amendment of a permit, the>
<applicant shall submit to the railroad commission a nonrefundable>
<fee of $100. Fees collected under this section shall be deposited>
<in the oil-field cleanup fund> [Before issuing a permit to a person]
[whose application it has approved, the railroad commission shall]
[require the person to file with it a bond in the amount of $5,000,]
[quaranteed by a corporate surety company and conditioned on the]
[payment of full damages to any person who may acquire a judgment]
[against the permittee for damages done to the person's property by]
[the permittee's improper hauling, handling, or disposal of sait]

[water. However, the railroad commission may dispense with the bond]
[requirement on a proper showing of financial responsibility].

SECTION 26. Section 29.034, Water Code, is amended to read
as follows:

Sec. 29.034. ACCESS TO PROPERTY. Members and employees of
the railroad commission, on proper identification, may enter public
or private property to inspect and investigate conditions reiating
to the hauling of <oil and gas waste> (salt water], to monitor
compliance with a rule, permit, or other order of the railroad
commission, or to examine and copy, during reasonable working
hours, those records or memoranda of the business being
investigated. Members or employees acting under the autharity of
this section who enter an establishment on public or private
property shall observe the establishment's <posted> safety, intemnal
security, and fire protection rules.

SECTION 27. Section 29.041, Water Code, is amended to read
as follows: . .

Sec. 28.041. HAULING WITHOUT PERMIT. No hauler may haul <or>
[and] dispose of <oil and gas waste> [salt water] off the lease,
unit, or other oil or gas property where it is <generated> [produced]
unless the hauler has a permit issued under this chapter.



SECTION 28. Section 29.042, Water Code, is amended to read
as follows:

Sec. 29.042. <EXCEPTIONS> [EXCEPTION]. <(a) >A persan may haul
<oil and gas waste> [salt water] for use in connection with drilling
or servicing an oil or gas well without obtaining a hauler's permit -
under this chapter.

<(b) The commission by rule may except from the permitting>
<requirements of this chapter specific categories of oil and gas>
<waste other than salt water.>

SECTION 29. Section 29.043, Water Code, is amended to read
as follows:

Sec. 258.043. USING HAULERS WITHOUT PERMIT. No person may
knowingly utilize the services of a hauler ta haul <or> [and] dispose
of <oil and gas waste> [salt water] off the lease, unit, or other oil
or gas property where it is <generated> [produced] if the hauler does
not have a permit as required under this chapter.

SECTION 30. Section 29.044, Water Code, is amended to read
as follows: ‘ .

Sec. 25.044. DISPOSING OF <OIL AND GAS WASTE> [SALT WATER].
(a) No hauler may dispose of <oil and gas waste> [salt water] on
public roads or on the surface of public land or private property
in this state in other than a railroad commission-approved disposai
<facility> [pit] without written authority from the railroad
commission.

(b) No hauler may dispose of <oil and gas waste> [salt water]
on property of another <in other than a railroad commission-approved>
<disposal facility> without the written authority of the landowner.

SECTION 31. Section 28.045, Water Code, is amended to read
as follows:

Sec. 28.045. USE OF UNMARKED VEHICLES. No person who is
required to have a permit under this chapter may haul <oil and gas>
<waste> [salt water] in a vehicle that does not bear the owner's name
and the hauler's permit number. This information shall appear on
both sides and the rear of the vehicle in characters not less than
three inches high. -

SECTION 32. The following laws are repealed:

(1) Subsection (d), Section 91.459, Natural Resources
Code; and
(2) Subchapter F, Chapter 89, Natural Resources Code.

SECTION 33. (a) All funds in therwell piugging fund under
Section 89.151, Natural Resources Code, repealed by this Act, are -
transferred to the oil-field cleanup fund, Section 91.111, Natural
Resources Code, as added by this Act.

(b) For the purpose of determining whether a band or other
security may be required under a provision of the Natural Resources
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Code amended or added by this Act, the Railroad Commission of Texas
may consider violations of state law or commission rules, orders,

or permits without regard to whether the violations occurred

before, on, or after the effective date of this Act.

SECTION 34. Fees imposed under Sections 85.2021, 81. 116 and
81.117, Natural Resources Code, are repealed effective August 31,
1999.

SECTION 35. This Act takes effect September 1, 1991, except
that Sections 21 through 24 and Sections 26 through 31 of this Act
take effect January 1, 1992.

SECTION 36. The importance of this legislation and the
crowded condition of the calendars in both houses create an
emergency and an imperative public necessity that the
constitutional rule requiring bills to be read on three several
days in each house be suspended, and this rule is hereby suspended.

President of the Senate - Speaker of the House
| hereby certify that S.B. No. 1103 passed the Senateon
May 10, 1991, by a viva-voce vote; May 25, 1991, Senate refused to
concur in House amendments and requested appointment of Conference
Committee; May 26, 1991, House granted request of the Senate;
May 27, 1991, Senate adopted Conference Committee Report by a
viva-voce vote.

Secretary of the Senate
| hereby certify that S.B. No. 1103 passed the House, with
amendments, on May 23, 1991, by a non-record vote; May 26, 1991,
House granted request of the Senate for appointment of Conference
Committee; May 27, 1991, House adopted Conference Committee Report
by a non-record vote.

Chief Clerk of the House
Approved:

Date

Govemor



Northern Montana Oil & Gas Association
.0, Dox 621
Shetby, Montann 59474 SENA
Phone 434-3401 TE TAXATION
EXHIBIT o /O

SENATE TAX COMMITTEE DATE A
SPONSOR: SEN. DEL GAGE 2/ 73
THURSDAY, JANUARY 21, 1993, 8A.M. BIL NO__ S L8 /yy
SB 148

This bill would transfer 25% of the Resource Indemnity and
Ground Water Assessment Tax, (about half of our actual monies
anually paid in by our industry) to the 0il & Gas Production
Damage Mitigation Account; deletes certain other income from
the account; amending sections 15-38-106, 15-38-202, and 82-11-
161, MCA; and providing an Effective Date.

Like SB 144, this bills main intent is to help Mitigate the Orphan
well problem, but in a slower time period. And it will help
provide needed work for service companies, but at a slower rate
time wise to achive removal of the Ophaned well liability.

But the intent is basically the same, and the work it would
provide would be a real boost to the 0il & Gas industry.
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RIT Analysis of SB 148 21-Jan—93
SENA
RIT RIT Trust Ending Fund TE TAXANON
Proceeds Depaosits Balance  EXHIBIT NO. / 2
FISCAL YEARS 1994 AND 1995
FY93  $5012480  $5.012489  $87,502,387 DATE. /[~ 2/-93
RIT TRUST (Projected Ending Balance) FY 94 4,855,56
FY 95 4,927,16 BLLNO__ S B /¢
I
|
RIT REVENUE
RIT INTEREST EARNINGS _INFORMATION
FY o4 53 ]
FY 95 [
|
Total
ALLOCATION OF EARANINGS (BIENNIAL APPROPRIATIONS)
Environmental Contingency Account
Oil and Gas Production Damage Mitigation Account
Distribution of Remaining Earning Amoung the Five Remaining Accounts
Hazordous  Envrionmerntai
Water Renewable AReclamation & Waste/ Quality
Development Resources  Development CERCLA Protection TOTAL
Percent of RITT Interest 30% 8% 46% 12% 4% 100%
Beginning Balance $890,367 $0 $0 $1,241,749 $1,402,813 $3,534,929
Revenues
RITT Interest 025
Coal Tax 381,750 391,750 $783,500
Loan Repayments 1,186,651 152,180 $1,338,831
NR Damage Repayment ' $0
Interest (STIF) 100,000 110,000 $210,000
Administrative Fees 10,000 $10,000
State Owned Proj. Rev. 538,604 $538,604
Total Funds Available $8,043,180 $1,884,145 $7,706,239 $3,352,072 $2,182,921 $23,168,558
Appropriation
Bond Debt Service $1,400,373 $433,900 $0 $0 $0 $1,834,273
DNRC Cent Serv Div 299,397 46,114 300,600 646,111
DNRC CARD 615,610 452,926 1,095,750 2,164,286
DNRC Water Res Div 1,776,926 1,971,846 3,748,772
Reserved Water Rights Compact Comm 672,295 672,295
DNRC State Water Proj . 1,785,000 1,785,000
State Project Ownership Transfar 125,088 125,088
Missouri Water Reservations 323,749 323,749
Weather Seeding 20,000 20,000
Water Courts 1,035,150 1,035,150
DSL Rectamation Div 1,937,695 1,937,695
DH&ES Envr Div 2,253,140 1,040,869 3,294,009
State Library 199,999 177,000 376,999
Environmental Quality Council o
Pay Plan 32,259 5,111 43,048 13,238 3,207 96,863
Towrl Appropriations $7,413,552 $1,138,050 $6,198,234 $2,266,378 $1,044,076 $18,060,290

Projected Available for Grants

Projected Available for Water Storage

Projected Biennium Ending Balance $0

$0
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RIT S ﬁjR?SSES QNE . SENATE TAXATION 21-Jan—-93
RIT RIT Tust  Ending Fund L
Proceeds Deposits Balance DATE._ [ — /- f}
FISCAL YEARS 194 AND 1985 FY 93 $5,012,489 $5012,489  $87,502,387 BILL NO.__ §/6 /Y V !
RIT TRUST (Projected Ending Balance) FP; gg ' '

: |

RIT REVENUE
RIT INTEREST EARNINGS _INFORMATION
FY 94

FY 85

Total
ALLOCATION OF EARNINGS (BIENNIAL APPRCPRIATIONS)

Environmental Contingency Account
Qil and Gas Production Damage Mitigation Account

Distribution of Remaining Earning Amoung the Five Remaining Accounts

Hazordous Envrionmental

Water Renewable Reclamation & Waste/ Quality
Development Resources  Development CERCLA Protaction TOTAL

Percent of RITT Interest .. 30% 8% 46% 12% 4% 100%
Beginning Balance $890,367 $0 $0 $1.241,749 $1,402,813 $3,534,929
Revenues

RITT [rterest

Coal Tax 391,780 391,750 $783,500

Loan Repayments 1,186,651 182,180 $1,338,831

NR Damage Repayment $0

interest (STIP) 100,000 110,000 $210,000

Administrative Fees 10,000 $10,000

State Owned Proj. Rev. 538,604 $538,604

Total Funds Available

Appropriation
Bond Dekt Service $1,400,373 $433,900 $0 $0 $0 $1,834,273
DNRC Cent Sewv Div 299,397 46,114 300,600 646,111
DNRC CARD 615,610 452,926 1,095,750 2,164,286
DNRC Water Res Div 1,776,926 1,971,846 3,748,772
Reserved Water Rights Compact Comm 672,295 672,295
DNRC State Water Proj - 1,785,000 \ 1,785,000
State Project Ownership Transfer 125,088 125,088
Missouri Water Raservations 323,749 323,749
Weather Seading 20,000 20,000
Water Courts 1,035,150 1,035,150
DSL Reclamation Div 1,837,695 1,937,695
DH&ES Envir Div 2,263,140 1,040,869 3,294,009
State Library 199,998 177,000 376,999
Environmental Quality Councii . 0
Pay Plan 32259 5,111 43,048 13238 3,207 96,863

Total Appropriations $7,413,552 $1,138,050 $6,198,234 $2,266,378 $1,044,076 $18,060,290

Projected Available for Grants

Projected Available for Water Storage
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