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~/,BILL NO. /-¥3 
l.,_i;.. ..__i;Ak 

'.J 7 

A BILL FOR AN ACT ENTITLED: "AN ACT ALLOCATING A PORTION OF 

THE INTEREST INCOME FROM THE RESOURCE INDEMNITY TRUST TAX 

FOR THE PLUGGING OF CERTAIN OIL AND GAS WELLS; ESTABLISHING 

AN OIL AND GAS PRODUCTION DAMAGE MITIGATION ACCOUNT; 

PROVIDING A STATUTORY APPROPRIATION; PROVIDING A LIEN 

AGAINST THE PERSON RESPONSIBLE FOR PLUGGING THE WELL; 

AMENDING SECTIONS 15-38-202, 17-7-502, 82-10-402, 82-11-111, 

AND 82-11-123, MCA; AND PROVIDING AN EFFECTIVE DATE." 

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF MONTANA: 

Section 1. Section 15-38-202, MCA, is amended to read: 

RlS-38-202~ Investment of resource indemnity trust 

fund -- ezpenditure --minimum balance. (1) All moneys paid 

into the resource indemnity trust fund shall be invested at 

the discretion of the board of investments. All the net 

earnings accruing to the resource indemnity trust fund shall 

annually be added thereto until it has reached the sum of 

$10 million. Thereafter, only the net earnings may be 

appropriated and expended until the fund reaches $100 

million. Thereafter, all net earnings and all receipts shall 

be appropriated by the legislature and expended, provided 

that the balance in the fund may never be less than $100 
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million. 

(2} i!l At the beginning of each biennium, an--emett~~ 

nee--to-exeeed-$~~57666 there is allocated from the interest 

income of the resource indemnity trust fund: 

(i) an amount not to exceed $175,000 to the 

environmental contingency account pursuant to the conditions 

of 75-1-1101; and 

(ii) an amount not to exceed $250,000 to the oil and 

gas production damage mitigation account pursuant to the 

conditions of [section 6]. 

~ The remainder of the interest income is allocated 

as follows: 

tatl!l Beginning in fiscal year 1982, provided the 

amount in the resource indemnity trust fund is greater than 

$10 million, 30\ of the interest income of the resource 

indemnity trust fund must be allocated to the water 

development state special revenue account created by 

85-l-604. 

t~tiiil Beginning in fiscal year 1988, 12% of the 

interest income of the resource indemnity trust fund must be 

allocated to the hazardous waste/CERCLA special revenue 

account provided for in 75-10-621. 

tetiiiil Beginning in fiscal year 1990, 8% of the 

interest income from the resource indemnity trust fund must 

be allocated to the renewable resource development account 

-2- INTRODUCED BILL 
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provided for in Title 90, chapter 2. 

tdt~ Beginning in fiscal year 1990, 46\ of the 

interest income from the resource indemnity trust fund must 

be allocated to the reclamation and development grants 

account provided for in 90-2-1104. 

tet~ Beginning in fiscal year 1990, 4% of the 

interest income 0f the resource indemnity trust fund must be 

allocated to the environmental quality protection fund 

provided for in 75-10-704. 

(3) Any formal budget document prepared by 

legislature or the executive branch that proposes 

the 

to 

appropriate funds from the resource indemnity trust interest 

account other than as provided for by the allocations in 

subsection (2) must specify the amount of money from each 

allocation that is proposed to be diverted and the proposed 

use of the diverted funds. A formal budget document includes 

a printed and publicly distributed budget proposal or 

recommendation, an introduced bill, or a bill developed 

during the legislative appropriation process or otherwise 

during a legislative session." 

Section 2. Section 17-7-502, MCA, is amended to read: 

•17-7-502. Statutory appropriations -- definition 

requisites for validity. (1) A statutory appropriation is an 

appropriation made by permanent law that authorizes spending 

by a state agency without the need for a biennial 
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legislative appropriation or budget amendment. 

(2) Except as provided in subsection (4}, to be 

effective, a statutory appropriation must comply with both 

of the following provisions: 

(a) The law containing the statutory authority must be 

listed in subsection (3). 

(b) The law or portion of the law making a statutory 

appropriation must specifically state that a statutory 

appropriation is made as provided in this section. 

(3) The following laws are the only laws containing 

statutory appropriations: 2-9-202; 2-17-105; 2-18-812; 

10-3-203; 10-3-312; 10-3-314; 10-4-301; 

15-25-123; 15-31-702; 15-36-112; 15-65-121; 

16-1-404; 16-1-410; 16-1-411; 17-3-212; 17-5-404; 

17-5-804; 19-8-504; 19-9-702; 

19-10-305; 19-10-506; 19-11-512; 

19-9-1007; 

19-11-513; 

13-37-304; 

15-70-101; 

17-5-424; 

19-10-205; 

19-ll-606; 

19-12-301; 19-13-604; 20-4-109; 20-6-406; 20-8-111; 

23-5-610; 23-5-1027; 33-31-212; 33-31-401; 37-51-501; 

39-71-2504; 53-6-150; 53-24-206; 67-3-205; 75-1-1101; 

75-7-305; 76-12-123; 80-2-103; 80-2-228; 82-11-136; [section 

~ 90-3-301; 90-]-302; 90-3-412; 90-4-215; 90-9-306; 

90-15-103; section 13, House Bill No. 861, Laws of 1985; and 

section 1, Chapter 454, Laws of 1987. 

14) There is a statutory appropriation to pay the 

principal, interest, premiums, and costs of lssuing, pdylng, 

-4-



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

LC 0049/01 

and securing all bonds, notes, or other obligations, as due, 

that have been authorized and issued pursuant to the laws of 

Montana. Agencies that have entered into agreements 

authorized by the laws of Montana to pay the state 

treasurer, for deposit in accordance with 17-2-101 through 

17-2-107, as determined by the state treasurer, an amount 

sufficient to pay the principal and interest as due on the 

bonds or notes have statutory appropriation authority for 

such payments. (In subsection {3): pursuant to sec. 15, Ch. 

607, L. 1987, the inclusion of 15-65-121 terminates June 30, 

1989; pursuant to sec. 10, Ch. 664, L. 1987, the inclusion 

of 39-71-2504 terminates June 30, 1991; and pursuant to sec. 

6, Ch. 454, L. 1987, the inclusion of sec. 1, Ch. 454, L. 

1987, terminates July 1, 1988.) 1
' 

Section 3. Section 82-10-402, MCA, is amended to read: 

•&2-10-402. Inventory of abandoned wells and seismic 

operations -- reclamation procedures. (1) The eepa~tmeftt-ei 

ftftttt~a%-~ese~re~s-aft~ board of oil and gas conservation 

shall maintain a %~~t record of the abandoned oil or gas 

wells, injection wells, sumps, and seismographic shot holes 

in the state which disturb land, water, or wildlife 

resources to a degree not in compliance with plugging, 

pollution prevention, and reclamation rules of the board ef 

oii-5nd-9a~-eeft~~rvatieft. This list shall be compiled from 

petitions or written statements from the owners of surface 
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rights or lessees. 

(2) The board shall check the iis~--s~ppiied--by--ehe 

de~artmeftt record compiled under the preceding subsection 

against its drilling records and shall determine the name of 

the person who abandoned the well, sump, or hole, whenever 

this information is available. When a person so listed 

applies to the board for a new drilling permit, the board 

may issue the permit only after approving a plan by which 

the applicant will reclaim the land disturbed by his 

abandoned wells, sumps, or holes within 3 years. 

(3) When the person who abandoned a well, sump, or 

hole cannot be identified or located under the preceding 

subsection, the board ehe~i-fto~t£y-~he-8~par~meft~-of-na~nral 

r~sottre~s--and-eonservation.-~he-depa~~mefte may then reclaim 

the disturbed land with funds available from the ~eeettree 

~naemnity--tr~~~-f~nd-ttn~er-±5-38-%9% oil and gas production 

damage mitigation account established in [section 6], when 

available. 

(4} As used in subsection {3), "well'' includes a class 

II injection well, as defined in 82-11-101, for which a 

drilling permit or a permit authorizing use of a well for 

that purpose was granted by the board after June 30, 1989, 

and water source wells used in connection with enhanced 

recovery projects." 

Section 4e Section 82-11-111, MCA, is amended to read: 

-6-
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•a2-11-111. Powers and duties of board. (1) The board 

shall make such investigations as it considers proper to 

determine whether waste exists or is imminent or whether 

other facts exist which justify any action by the board 

under the authority granted by this chapter with respect 

thereto. 

{2) Subje~t to the administrative control of the 

department under 2-15-121, the board shall: 

(a) require measures to be taken to prevent 

contamination of or damage to surrounding land or 

underground strata caused by drilling operations and 

production, including but not limited to regulating the 

disposal or injection of water and disposal of oil field 

wastes; 

(b) classify wells as oil or gas wells or class II 

injection wells for purposes material to the interpretation 

or enforcement of this chapter; 

{c) adopt and enforce rules and orders to effectuate 

the purposes and the intent of this chapter. 

(3) The board shall determine and prescribe what 

producing wells shall be defined as "stripper wells" and 

what wells shall be defined as 11 wildcat wells 11 and make such 

orders as in its judgment are required to protect those 

wells and provide that stripper wells may be produced to 

capacity if it is considered necessary in the interest of 
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conservation to oo so. 

(4) With respect to any pool from which gas was being 

produced by a gas well on or prior to April 1, 1953, this 

chapter does not authorize the board to limit or restrain 

the rate (daily or otherwise) of production of gas from that 

pool by any well then or thereafter drilled and producing 

from that pool to less than the rate at which the well can 

be produced without adversely affecting the quantity of gas 

ultimately recoverable by the well. 

(5) The board has exclusive jurisdiction over all 

class II injection wells and all pits and ponds in relation 

to those injection wells. The board may: 

(a) issue, suspend, revoke, modify, or 

operate class II injection wells, consistent 

by it; ""' 

deny permits to 

with lu1es made 
< 

(b) examine plans and other information needed to 

determine whether a permit should be issued or require 

changes in plans as a condition to the issuance of a permit: 

{c) clearly specify in a permit any limitations 

imposed as to the volume and characteristics of the fluids 

to be injected and the operation of the well; 

(d) authorize its staff to enter upon any public or 

private property at reasonable times to: 

(i) investigate conditions relating to violations of 

permit conditions; 

-8-
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(ii) have access to and copy records required under 

this chapter; 

(iii) inspect monitoring equipment or methods; and 

(iv) sample fluids which the operator is required to 

sample~ and 

(e) adopt standards for the design, construction, 

testing, and operation of class II injection wells. 

(6) The board shall determine, as required in [section 

ili 
(a) when the person responsible for an abandoned well, 

sump, or hole cannot be identified or located, or if the 

person is identified or located, when the person does not 

have sufficient financial resources to properly plug the 

well, sump, or hole; or 

(b) when a previously abandoned well, sump, or hole is 

the cause of potential environmental problems and no 

responsible party can be id~ntified or located or, if a 

responsible party can be identified and located, the person 

does not have sufficient financial resources to correct the 

problems." 

Section 5. Section 82-11-123, MCA, is amended to read: 

•&2-11-123. Requirements for oil and gas operations. 

Subject to the administrative control of the department 

under 2-15-121, the board shall require: 

(l) identification of ownership of oil or gas wells, 

-9-
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producing properties, and tanks; 

{2) the making and filing of acceptable well logs, 

including bottom-hole temperatures, to facilitate the 

discovery of potential geothermal energy sources, reports on 

well locations, and the filing of directional surveys, if 

made~ however, logs of exploratory or wildcat wells need not 

be filed for a period of 6 months following completion of 

those wells; 

{3) the drilling, casing, producing, and plugging of 

wells and class II injection wells in such manner as to 

prevent the escape of oil or gas out of one stratum into 

another, the intrusion of water into oil or gas stratum, 

blowouts, cavings, seepages, and fires and the pollution of 

fresh water supplies by oil, gas, salt, or brackish water; 

(4) the restoration of surface lands to their previous 

grade and productive capability after a well is plugged or a 

seismographic shot hole has been utilized and necessary 

measures to prevent adverse hydrological effects from such 

well or hole, unless the surface owner agrees in writing, 

with the approval of the board or its representatives, to a 

different plan of restoration; 

(5) the furnishing of a reasonable bond with good and 

sufficient surety, conditioned for performance of the duty 

to properly plug each dry or abandoned well, which ~q~~ 

not be canceled or absolved: 

-10-
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(a) if the well fails to produce oil or gas in 

commercial quantities, until: 

{i) the board determines the well is properly plugged 

and abandoned as provided in the board's rules; or 

(ii) the requirements of (section 8] are met; or 

(b) if the well is completed after June 30, 1989, 

until the boara is notified as required in [section 7] that 

the well is producing oil and gas in commercial quantities 

and is subject to the provisions of [section 7]; 

(6) proper gauging or other measuring of oil and gas 

produced and saved to determine the quantity and quality 

thereof; 

(7) that every person who produces, transports, or 

stores oil or gas or injects or disposes of water in this 

state shall make available within this state for a period of 

5 years complete and accurate records of the quantities 

thereof, which records shall be available for examination by 

the board or its employees at all reasonable times, and that 

that person file with the board such reports as it may 

prescribe with respect to quantities, transportations, and 

storages of the oil or gas or water; and 

(8) the installation, use, and maintenance of 

monitoring equipment or methods in the operation of class II 

injection wells." 

NEW SECTION. Section 6. Oil and gas production damage 
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mitigation account -- statutory appropriation. (1) There is 

an oil and gas production damage mitigation account within 

the state special revenue fund established in 17-2-102. The 

oil and gas production damage mitigation 

controlled by the board. 

account is 

(2) On July 1, 1989, and at the beginning of each 

succeeding biennium, there must be allocated to the oil and 

gas production damage mitigation account $250,000 from the 

interest income of the resource indemnity trust fund, except 

if at the beginning of a biennium the unobligated cash 

balance in the oil and gas production damage mitigation 

account: 

(a) equals or exceeds $500,000, no allocation will be 

made; or 

(b) is less than $500,000, then an amount less than or 

equal to the difference between the unobligated cash balance 

and $500,000, but not more than $250,000, must be allocated 

to the oil and gas production damage mitigation account from 

the interest income of the resource indemnity trust fund. 

(3) If a sufficient balance exists in the account, 

funds are statutorily appropriated, as provided in 17-7-502, 

from the oil and gas production damage mitigation account, 

upon the authorization of the board, to pay the reasonable 

costs of properly plugging a well if the board determines 

that the well, sump, or hole has been abandoned, oil or gas 

-12-
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was not produced in commercial quantities, and the 

responsible person cannot be identified or located. 

(4) Interest from funds in the oil and gas production 

damage mitigation account accrues to that account. 

(5) The board shall submit to the legislature at the 

beginning of each regular session a complete financial 

report on the oil and gas production damage mitigation 

account, including a description of all expenditures made 

since the preceding report. 

NEW SECTION. Section 7. Release of producing oil or 

gas well from drilling bond. Upon application of the owner 

in a form prescribed by the board and up~n providing proof 

that a well completed after June 30, 1989, is producing oil 

or gas in commercial quantities and is subject to the tax 

under 15-38-104, the board shall celease and absolve the 

owner of the well from the bond required under 82-11-123. 

NEW SECTION. Section 8. Landowner • s bond on 

noncommercial well. If the owner of the surface land upon 

which has been drilled a well that fails to produce oil or 

gas in commercial quantities acquires the well for domestic 

purposes, the board may cancel and absolve the bond required 

in 82-11-123 upon its acceptance of surety in the form of a 

certificate of deposit, in the amount of $5,000 for a single 

well or in the amount of $10,000 for more than one well, or 

in the form of a property bond of two times the value of the 
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required certificate of deposit. The release of the 

certificate of deposit or property bond must be conditioned 

on proof provided by the landowner that the well has been 

properly plugged. 

NEW SECTION. Section 9. Lien created-- priority. (1) 

The oil and gas production damage mitigation account has a 

lien in the amount of the expenditure from the account, as 

provided in [section 6(3)], plus interest accrued at the 

rate of 10\ a year against all real and personal property in 

this state owned by: 

(a) the responsible person, as determined under 

[section 4], if that person is 

located; or 

subsequently identified or 

(b) the responsible person, as determined under 

[section 4], if that person is known but cannot or will not 

reimburse the oil and gas production damage mitigation 

account. 

(2) The lien created 

filed in the office of 

priority over any other 

under subsection {1) must be 

the secretary of state and has 

interest, lien, mortgage, or 

encumbrance that may attach to the real or personal property 

of the person as determined under {section 4]. 

(3} A lien created by this section has the force and 

effect of an execution duly levied against all property of 

the responsible person as determined under [section 4J. 

-14-
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1 NEW SECTION. Section 10. Ell: tension of authority. Any 

2 existing authority to make rules on the subject of the 

3 provisions of [this act] is extended to the provisions of 

4 [this act]. 

5 NEW SECTION. Section 11. Saving clause. [This act] 

6 does not affect rights and duties that matured, penalties 

7 that were incurred, or proceedings that were begun before 

8 [the effective date of this act). 

9 NEW SECTION. Section 12. Codification instruction. 

10 [Sections 6 through 9] are intended to be codified as an 

11 integral part of Title 82, chapter 11, part 1, and the 

12 provisions of Title 82, chapter 11, part 1, apply to 

13 {sections 6 through 9). 

14 NEW SECTION, Section 13. Effective date. [This act] 

15 is effective July 1, 1989. 

-End-
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HOUSE BILL NO. 143 

APPROVED BY COMM. ON 
NATURAL RESOURCES 

INTRODUCED BY SCHYE, GAGE 

A BILL FOR AN ACT ENTITLED: "AN ACT ALLOCATING A PORTION OF 

THE INTEREST INCOME FROM THE RESOURCE INDEMNITY TRUST TAX 

FOR THE PLUGGING OF CERTAIN OIL AND GAS WELLS; ESTABLISHING 

AN OIL AND GAS PRODUCTION DAMAGE MITIGATION ACCOUNT; 

PROVIDING A STATUTORY APPROPRIATION; PROVIDING A LIEN 

AGAINST THE PERSON RESPONSIBLE FOR PLUGGING THE WELL; 

AMENDING SEC'riONS 15-38-202, 17-7-502, 82-10-402, 82-11-101, 

82-11-111, AND 82-11-123, MCA; AND PROVIDING AN EFFECTIVE 

DATE." 

STATEMENT OF INTENT 

It is the intent of the legislature to create an oil 

and gas production damage mitigation account to be 

administered by the board of oil and gas conservation for 

the purpose of properly plugging and abandoning oil and gas 

wells when a responsible person cannot be found or when the 

responsible person does not have sufficient financial 

resources. The board shall adopt rules to help it define 

"sufficient financial resources", shall require a 

responsible person to pay the costs of plugging and 

abandoning to the ext~nt of his available resources, and 

shall pursue full cost recovery for funds spent from the 
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account through the procedures provided in (section 9] or 

other lawful means. The board may adopt rules to administer 

instituting a lien on the person's personal and real 

property to cover the cost of plugging and abandoning. 

The legislature intends that the board use the account 

for reclamation related to land, water, 0< wildlife 

resources disturbed by abandoned oil and gas wells, 

injection wells, sumps, and seismographic shot holes. 

It is also the intent to remove producing wells 

completed after June 30, 1989, from drilling bcn,js and to 

limit the liability of the bond or its equivalent tn the 

period between issuance of the bond and eitr.<=~ proper 

plugging and abandoning of a dry hole or completion of a 

producing well. The board shall adopt forms for the producer 

to indicate that a well has been completed and shall, upon 

receipt of the information anJ payment required under 

[section 7], release and absolve the owner bf the well from 

the bond required under 82-11-123. 

It is further the intent of the legislature that the 

board of oil and gas conservation respond promptly to 

emergency situations that may arise. 

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF MONTANA: 

Section 1. Section 15-38-202, MCA, is amended to read: 

•15-38-202. Investment of resource indemnity trust 

-2- HB 143 
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fund expenditure --minimum balance. (l) All moneys paid 

into the resource indemnity trust fund shall be invested at 

the discretion of the board of investments. All the net 

earnings accruing to the resource indemnity trust fund shall 

annually be added thereto until it has reached the sum of 

$10 million. Thereafter, only the net earnings may be 

appropriated and expended until the fund reaches $100 

million. Thereafter, all net earnings and all receipts shall 

be appropriated b~· the legislature and expended, provided 

that the balance in the fund may never be less than $100 

million. 

(2) ~At the beginning of each biennium, a~-amo~nt 

no~-~o-exeeed-$i157996 ~here is allocated from the interest 

income of the resource indemnity trust fund: 

iil_"an amount not to exceed $175,000 to the 

environmental cent i.ngency account pursuant to the conditions 

of 75-l-llOlL_~nd 

(ii) BEGINNING IN FISCAL YEAR 1~92, an amount not to 

exceed $~56,-699 $50,000 to the oil and gas _ _p_roduction damage 

mitigation account pursuant to the conditiq~s_of_[secti~~ 

~· 
~ The remainder of the interest income is allocated 

as follows: 

tatill Beginning in fiscal year 1982, provided the 

amount in the resource indemnity trust fund is greater than 
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$10 million, 30% of the interest income of the resource 

indemnity trust fund must be allocated to 

development state special revenue acco~nt 

85-1-604. 

the water 

created by 

tbtllil Beginning in fiscal year 1988, 12% of the 

interest income of the resource indemnity trust f~nd must be 

allocated to the hdzardous waste/CERCLA special revenue 

account provided for in 7~-10-621. 

tctlllll Beginning in fiscal year 1990, 8% of the 

interest income from the resource indemnity trust ftJnd must 

be allocated to the renewable resource developme~t account 

provided for in Title 90, chapter 2. 

td7~ Beginning in fiscal year 1990, 46% of the 

interest income from the resource indemnity trust fu11d must 

be allocated to the reclamation and development grants 

account provided for in 90-2-1104. 

tet~ Beginning in fiscal year 1990, 4% of the 

interest income of the resource indem11ily trust fund must be 

allocated to the environmental quality protection fund 

provided for in 75-10-704. 

(3} Any formal budget document prepared by the 

legislature or the executive branch that proposes to 

appropriate funds from the resource indemrtity trust interest 

account other than as provided for by the allocations in 

sub~ection (2) must specify the amount of m011cy from each 
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allocation that is proposed to be diverted and the proposed 

use of the diverted funds. A formal budget document includes 

a printed and publicly distributed budget proposal or 

recommendation, an introduced bill, or a bill developed 

during the legislative appropriation process or otherwise 

during a legislative session.'' 

Section 2. Section 17-7-502, MCA, is amended to read: 

•17-7-502. Statutory appropriations -- definition 

requisites for validity. (l) A statutory appropriation is an 

appropriation made by permanent law that authorizes spending 

by a state agency without the need for 

legislative appropriation or budget amendment. 

a biennial 

(2) Except as provided in subsection (4), to be 

effective, a statutory appropriation must comply 

of the following provisions: 

with both 

(a) The law containing the statutory authority must be 

listed in subsection (3). 

(b) The law or portion of the law making a statutory 

appropriation must specifically state that a statutory 

appropriation is made as provided in chis section. 

{3) The following laws are the only laws containing 

statutory appropriations: 2-9-202; 2-17-105; 

10-3-203; 10-3-312; 10-3-314; 10-4-301; 

15-25-123; 15-31-702; 15-36-112; 15-65-121; 

2-18-812; 

13-37-304; 

15-70-101; 

16-1-404; 16-1-410; 16-1-411; 17-3-212; 17-5-404; 17-5-424; 
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17-5-804; 

19-10-305; 

19-12-301; 

23-5-610; 

19-8-504; 

19-10-506; 

19-13-604; 

23-5-1027; 

19-9-702; 19-9-1007; 19-10-205; 

19-11-512; 19-11-513; 19-11-606; 

20-4-109; 20-6-406; 20-8-111; 

33-31-212; 33-31-401; 37-51-501; 

39-71-2504; 53-6-150; 53-24-206; 67-3-205; 75-1-1101; 

75-7-305; 76-12-123; 80-2-103; 80-2-228; 82-11-136; l~~~ion 

§lL 90-3-301; 90-3-302; 90-3-412; 90-4-215; 90-9-306; 

90-15-103; section 13, House Bill No. 861, Laws of 1965; and 

section l, Chapter 454, Laws of 1987. 

(4) There is a statutory appropriation to pay the 

principal, interest, premiums, and costs of issuing, ~dying, 

and securing all bonds, notes, or other obligations, as due, 

that have been authorized and issued pursuant to the laws of 

that into agreements Montana. Agencies 

authorized by the laws 

have entered 

of Montana to pay the state 

treasurer, for deposit in accordance with 17-2-101 through 

17-2-107, as determined by the state treasurer, an amount 

sufficient to pay the principal and interest as du~ on the 

bonds or notes have statutory appropriation authority for 

such payments. (In subsection (3}t pursuant to sec. 15, Ch. 

607, L. 1987, the inclusion of 15-65-121 terminates June 30, 

1989; pursuant to sec. 10, Ch. 664, L. l98J, the inclusion 

of 39-71-2504 terminates June 30, 1991; and pursuant to sec. 

6, Ch. 454, L. 1987, the inclusion of sec. 1, Ch. 

1987, terminates July 1, 1988. )" 
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Section 3. Section 82-10-402, MCA, is amended to read: 

•&2-10-402. Inventory of abandoned wells and seismic 

operations -- reclamation procedures. (1) The department--o£ 

nat~ral--re~o~rees--and board of oil and gas conservation 

shall maintain a list record of the abandoned oil or gas 

wells, injection wells, sumps, and seismographic shot holes 

in the state whteh THAT disturb land, water, or wildlife 

resources to a degree not in compliance with plugging, 

pollution prevention, and reclamation rules of the board o£ 

o±%--and--gas--eonse~vat±on. This T±st-shall RECORD MUST be 

compiled from petitions or written statements from the 

owners of surface rights or lessees. 

(2) The board shall check the li~•-•uppli~d-by-•h~ 

depar~m~n~ record compiled under th~--preeeding subsection 

1!1 against its drilling records and shall determine AND 

LIST the name of the person who abandoned the well, sump~ or 

hole, whenever this information is available. When a person 

so listed applies to the board for a new drilling permit, 

the board may issue the permit only after approving a plan 

by which the applicant will reclaim the land disturbed by 

his abandoned wells, sumps, or holes within 3 years. 

(3) When the person who abandoned a well, sump, or 

hole cannot be identified or located ~nde~-th~-p~eeediftg 

~~e~~etio~ OR WHEN THE PERSON DOES NOT HAVE SUFFICIENT 

FINANCIAL RESOURCES TO PAY FOR COMPLETE RECLAMATION, the 
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board ~h~il-notify-the-department-of-nattlrat--re~~tlree~--and 

eon~e~vationo--The-department may then reclaim the disturbed 

land with funds available from the resottree-indemn~ty--trtl~t 

fttnd---ttnder---15-38-~9~ oil and gas production damage 

mitigation account eseabti~hed--±~-~-t~eetion---6t,---when 

evaiiabie IN A MANNER CONSISTENT WITH THE REQUIREMENTS FOR 

THE USE OF THE ACCOUNT PROVIDED IN [SECTION 6] AND [SECTION 

~· 
(4) As used in subsectiOI) _t3), "well" include~ class 

II injection well, as defined ~n 82-11-101, f9( ~J".ich_..E. 

drilling permit or a permit authorizt~ us~____2_f_ _'!__~·..:ll_ for 

that purpose was granted by the board after Jut:e 30, 1 ~~~ 

and~~!:~- source wells used in connect ion with ~nh~~S'-~S! 

recovery ____2_r_~j~cts." 

Section 4. Section 82-11-111, MCA, is amended to read: 

"82-11-111. Powers and duties of board. (l) The board 

shall make such investigations as it considers proper to 

determine whether waste exists or is imminent or whether 

other facts exist which justify any action by the board 

under tt1e authority granted by this clld~ter with respect 

thereto. 

[2) Subject to the administrative control of the 

department under 2-15-121, the board shall: 

(a} require measures 

contamination of or damage 
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underground strata caused by drilling operations and 

production, including but not limited to regulating the 

disposal or injection of water and disposal of oil field 

wastes; 

(b) classify wells as oil or gas wells or class II 

injection wells for purposes material to the interpretation 

or enforcement of this chapter; 

{c) adopt and enforce rules and orders to effectuate 

the purposes and the intent of this chapter. 

(3) The board shall determine and prescribe what 

producing wells shall be defined as ~stripper wells" and 

what wells shall be defined as "wildcat wells" and make such 

orders as in its judgment are required to protect those 

wells and provide that stripper wells may be produced to 

capacity if it is considered necessary in the interest of 

conservation to do so. 

(4) With respect to any pool from which gas was being 

produced by a gas well on or prior to April 1, 1953, this 

chapter does not authorize the board to limit or restrain 

the rate (daily or otherwise) of production of gas from that 

pool by any well then or thereafter drilled and producing 

from that pool to less than the rate at which the well can 

be produced without adversely affecting the quantity of gas 

ultimately recoverable by the well, 

{5) The board has exclusive jurisdiction over all 
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class II injection wells and all pits and ponds in relation 

to those injection wells. The board may: 

(a) issue, suspend, revoke, modify, or deny permits to 

operate class II injection wells, consistent with rules made 

by it; 

(b) examine plans and other information needed to 

determine whether a permit should be issued or require 

changes in plans as a condition to the issuance of a permit; 

{c) clearly specify in a permit any limitations 

imposed as to the volume and characteri5tics of the fluids 

to be injected and the operation of the well; 

(d) authorize its staff to enter upor1 any f,.,r.:~c or 

private property at reasonable times to: 

(i) investigate conditions relating to violations of 

permit conditions; 

(ii) have access to and copy records required under 

this chapter; 

(iii) inspect monitoring equipment or methods; aGd 

{iv) sample fluids which the operator is req~ired to 

sample; <Jnd 

(e) adopt standards for the design, constru-ction, 

testirig, and operation of class II injection wel~s. 

.i§__L__!he board shall determine, a~-:r~t"gtt!t"~_i FOR THE 

PURPOSES OF US !NG TH!O_()~ __ _?<_N_l)_ S'l§_ _E'lWDUc_T iON ___ DAMAGE 

MlTIGA'I'ION ACCOUNT _ESTABLISHED ~[ se~t io~~--_§_1_!_ 
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{a) when the person responsible for a~ abandoned well, 

sump, or hole cannot be identified or located, or if the 

person is identified or located, when the person does not 

have sufficient financial resources to properly_ plug the 

well, sump, or hole; or 

lb) when a previously abandoned well, sump, or hole is 

the cause of potential environmental problems and no 

responsible party can be identified or located or, if a 

responsible party can be identified and located, the person 

does not have sufficient financial r~sources to corret;t the 

problems." 

Section 5. Section 82-11-123, MCA, is amended to read: 

•a2-11-12J. Requirements for oil and gas operations. 

Subject to the administrative control of the department 

under 2-15-121, the board shall require: 

(1) identification of ownership of oil or gas wells, 

producing properties, and tanks; 

{2) the making and filing of acceptable well logs, 

including bottom-hole temperatures, to facilitate the 

discovery of potential geothermal energy sources, reports on 

well locations, and the filing of directional surveys, if 

made; however, logs of exploratory or wildcat wells need not 

be filed for a period of 6 months following completion of 

those wells; 

{3) the drilling, casing, producing, and plugging of 
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wells and class II injection wells in such manner as to 

prevent the escape of oil or gas out of one stratum into 

another, the intrusion of water into oil or gas stratum, 

blowouts, cavings, seepages, and fires and the pollution of 

fresh water supplies by oil, gas, salt, or brackish wateri 

(4} the restoration of surface lands to their previous 

grade and productive capability after a well is plugged or a 

seismographic shot hole has been utilized and ne~essary 

measures to prevent adverse hydrological effects from such 

well or hole, unless the surface owner agrees in writing, 

with the approval of the board or its representat i Vt:'.S, to a 

different plan of restoration; 

(5) the furnishing of a reasonable bo11d with good and 

sufficient surety, conditioned for performance of the duty 

to properly plug each dry or abandoned well! which bond may 

not be canceled or absolved: 
~ -~~ 

1<1 l if the well fails __ _!e______.erod~~ oi 1 or ---- gas in 

~~rcia}_ guan~_~_!;ies, until: 

( i) the ___ b~_ard determines the w~]- i~ __ _pro_p~l_y__plugged 

~~-~_.:_!:b?!ld_smed as_____,Q_~ovided in _ _!~e bo_?~~·s ru~es;_~!" 

(ii) the requirements of [_~ec~~_q_n_§J d.[e m_t;~__;__ -~~~ 

(b) if the well is completed after June __ }_O, 1989, 

until the OWNER NOTIFIES _:r"HE boar_9 !_~ nr"tt-fied-~~---~~tti-r-ed 

in-t-see~~~tt-1'f that the_ well ___ !s __ ___E£Q_ducii1':] ~)i 1 _an4__g~!~ 

conuner:~i~!__q_L!af!_':.i~--~~-?~sl 1:-s-!ltt_~-~et-to- tl-.'!'- pr-t?~i-~tS'_~-~ MEET~ 
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THE REQUIREMENTS of [section 7]; 

(6) proper gauging or other measuring of oil and gas 

produced and saved to determine the quantity and quality 

thereof; 

(7) that every person who produces, transports, or 

stores oil or gas or injects or disposes of water in this 

state shall make available within this state for a period of 

5 years complete and accurate records of the quantities 

thereof, which records shall be available for examination by 

the board or its employees at all reasonable times, and that 

that person file with the board such reports as it may 

prescribe with respect to quantities, transportations, and 

storages of the oil or gas or water; and 

(8) the installation, use, and maintenance of 

monitoring equipment or methods in the operation of class II 

injection wells." 

NEW SECTION. Section 6. Oil and gas production damage 

mitigation account -- statutory appropriationw (1) There is 

an oil and gas production damage mitigation account within 

the state special revenue fund established in 17-2-102. The 

oil and gas production damage mitigation 

controlled by the board. 

account is 

(2) On July 1, ±989 1991, and at the beginning of each 

succeeding biennium, there must be allocated to the oil and 

gas production damage mitigation account $%56,669 $50,Q90 
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from the interest income of the resource indem11ity trust 

fund, except if at the beginning of a biennium the 

unobligated cash balance in the oil and gas prvduction 

damage mitigation account: 

(a) equals or exceeds ~see,e66 $2Q~OOO, no allocation 

will be made; or 

(b) is less than ssaa,aea ~200,0~~, then an amount 

less than or equal to the difference betwee~ the unobligated 

cash balance and $586.,898 i_~Q_O_!._Q_~, but not more than 

$2?58,-866 S~O,OQ_Q_, must be alloca.led to the oil and gas 

production damage mitigation account from the i1~terest 

income of the resource indem11ity trust fund. 

( 3) IN ADDITION TO THE ALLOCATION PROV I OED _ _1:.1-l 

SUBSECTION (2), THERE MUST BE DEPOSITED IN THE OIL AND GAS 

PRODUC'fiON DAMJ\<eE_f:I!_TIGA_!IO!'l _AC:COU!'l!'_ 

(A) ALL FUNDS RECEIVED BY THE BOARD PURSUANT TO 

82-11-136; AND 

Jl!L__P>LL FEES RECEIVED BY THE BOARCJ FRO)~ OWNERS OF 

PRODUCING WELLS PURSUANT TO [SECTION~["-

t3t1~1 If a sufficient balance exist~ i11 the account, 

funds are statutorily appropriated, as provided in 17-7-502, 

from the oil and gas production damage mitiqation account, 

upon the authorization of the board, to pay the reasonable 

costs of properly plugging a well if the board determines 

that the well, sump, or hole has been abandoned 7 -o~l-or--9aS 
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was---ftot---pred~eed---~ft--eommere~8i--qtt8nttt~eer and the 

responsible person cannot be identified or located QR THE 

RESPONSIBLE PERSON DOES NOT HAVE SUFFICIENT FUNDS TO PAY THE 

COSTS. THE RESPONSTBLE PERSON SHALL, HOWEVER, PAY COSTS TO 

THE EXTENT OF HIS AVAILABLE RESOURCES AND IS SUBSEQUENTLY 

LIABLE TO FULLY REIMBURSE THE ACCOUNT OR IS SUBJECT TO A 

LIEN ON PROPERTY AS PROVIDED IN [SECTION 9] FOR COS~'S 

EXPENDED FROM THE ACCOUNT TO PROPERLY PLUG THE WELL AND TO 

MITIGATE ANY DAMAGE CAUSED BY THE WELL. 

t4t~ Interest from funds in the oil and gas 

production 

account. 

damage mitigation account accrues to that 

t5t~ The board shall submit to the legislature at 

the beginning of each regular session a complete financial 

report on the oil and gas production damage mitigation 

account, including a description of all expenditures made 

since the preceding report. 

NEW SECTION. Section 7. Release of p<oducing oil or 

gas well from drilling bond -- FEE. Upon appiieat~on-of 

RECEIPT OF NOTIFICATION BY the owner· ±-n Q~ a form prescribed 

by the board..!. PAYMENT BY THE .Q_!VNEH OF $125, and ttpon 

providin9 proof FROM THE OWNER that a well completed after 

June 30, 1989, is producing oil or gas in coaunercial 

quantities and is subject to the tax under 15-38-104, the 

board shall release and absolve the owner of the well from 
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the bond required under 82-11-123. 

NEW SECTION. Section 8. Landowner's bond on 

noncommercial well~ If the owner of the surface land upon 

which has been drilled a well that fails to produce oil or 

gas in commercial quantities acquires the well for domestic 

purposes, the board may cancel and absolve the bond required 

in 82-11-123 upon its acceptance of surety in the form of a 

certificate of deposit, in the amount of $5,000 for a single 

well or in the amount of $10,000 for more thd:! one well, or 

in the form of a property bond of two times lr:t' voiue of the 

required certificate of deposit. The releos~ o: the 

certificate of deposit or property bond must be c..::.uJit1oned 

on proof provided by the landowner that the well has been 

properly plugged. 

NEW SECTION. Section 9. Lien created -t>r-~r->-lry'. ( 1) 

The oil and gas production damage mitigation account has a 

lien in the amount of the expenditure from the account,-a~ 

p•ovided- -in--fseetion--6t3t+ UNDE_R__ [SECTION 6 ( 4lJ, p1 us 

interest accrued at the rate of 10% a year~ against all real 

and p121 :-;._/[tal properly in this state owned by: 

(a) the responsible person, a~--d~term±Med--tlnder 

t~eet:~on-4i-, if that person is subsequently identified or 

located; or 

(b) the responsible perso11, a~ -determ±Med--ttnder 

fseet-i:on-4i7 if that person is known but c.innot or will not 
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FULLY reimburse the oil and gas production damage mitigation 

account. 

(2) The lien created under subsection (1) must be 

filed in the office of the secretary of state and has 

priori~y---over--afty--other--intereee,--%ienr--mort~e9eT--or 

enettmbra~ee-th~t-may MUST attach to the ALL real or personal 

property of the RESPONSIBLE person as--determ±ned--~nder 

heet±o"-H. 

(3) A lien created by this section has-the-£oree-and 

e£feet-of-an-exee~t±on-dttiy-ievied-a9ainet-aTi--property--of 

~he--respons±b~e--person--as-determ±ned-~nder-tseetion-4~ IS 

VALID UNTIL PAID IN FULL OR OTHERWISE DISCHARGED. THE LIEN 

MUST BE FORECLOSED IN ACCORDANCE WITH APPLICABLE LAWS 

GOVERNING FORECLOSURE OF MORTGAGES AND LIENS. 

SECTION 10. SECTION 82-ll-101, MCA, IS AMENDED TO 

READ: 

"82-11-101. Definitions. 

unless the context requires 

definitions apply: 

As used in this 

otherwise, the 

chapter, 

following 

{1) "Administrator" means the administrator of the 

division of oil and gas conservation. 

( 2) "Board" means the board 

conservation provided for in 2-15-3303. 

of oil and gas 

(3) "Class II injection well'' means a well, as defined 

by the federal environmental protection agency or any 
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sur face in 

(b) for purposes of enhancing the ultimate recovery of 

oil or natural gas; or 

(c) for purposes of storing liquid hydruca.rl:Jons. 

(4) ''Department'' means the department of natural 

resources and conservation provided for in Title 2, chapter 

15, part 33. 

(5) ''Determinations" means those decisions delegated 

to the state by or under authority of the Natural Gas ?olicy 

Act of 1978 or any successoc or similar legislatio~ re~ating 

to oil and gas. 

(6) "Enhanced recovery" means the increased recovery 

from a pool achieved by artificial means or by the 

application of energy extrinsic to the pool; such artificial 

means or application includes pressuring, cycling, pressure 

maintenance, or injection into the pool of any substance or 

form of energy as is contemplated in secondary recovery and 

tertiary programs but does not incltJde the injection in a 

well of a substance or form of energy for th~ 

of aiding in the lifting of fluids in 

sole purpose 

the well or 

stimulating of the reservoir at or near the well by 

mechanical, chemical, thermal, or explosive means. 

(7) "Field" means the general area underlaid by one or 
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more pools. 

(8) "Fluid" means any material or substance that flows 

or moves, whether in a semisolid, liquid, sludge, gas, or 

any other form or state. 

(9) ''Gas'' means all natural gases and all other fluid 

hydrocarbons as produced at the wellhead and not defined as 

oil in subsection (10) of this section. 

( 10) "Oi 1'1 means crude petroleum oi 1 and other 

hydrocarbons regardless of gravity which are produced at the 

wellhead in liquid form by ordinary production methods and 

which are not the result of condensation of gas before or 

after it leaves the reservoir. 

( 11) "Owner" means the person 

drill into and produce from a pool and 

oil or gas he produces therefrom 

who has the right to 

to appropriate the 

either for himself or 

others or for himself and others, and the term includes all 

persons holding such authority by or through him. 

(12) "Person" means any natural person, corporation, 

association, partnership, receiver, trustee, executor, 

administrator, guardian, fiduciary, or other representative 

of any kind and includes any agency or instrumentality of 

the state or any governmental subdivision thereof. 

(13) "Pollution" means contamination or other 

the physical, chemical, or biological alteration of 

properties of any state waters that exceeds that permitted 
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by state water quality standgrds or standards adopted by the 

board, including but not limited to the disposal, discharge, 

seepage, drainage, infiltration, flow, or injection of any 

liquid, gaseous, solid, or other substance into any state 

waters that will or is likely to create a nuisance or render 

the waters harmful, detrimental, or injurious to public 

health, recreation, safety, welfare, livestock, wild 

animals, birds, fish, or other wildlife. A disposal, 

discharge, seepage, drainage, infiltration, flow, or 

injection of fluid that is authorized under a rule, permit, 

or order of the board is not pollution under th:..s ct)apler. 

(14) "Pool" means an underground reset·vci:- CJnLct1n1ng a 

conunon accumulation of oil or gas or both; each zone of a 

structure which is completely separated from any other zone 

in the same structure is a pool, as that term is used in 

this chapter. 

{15) "Producer'' means the owner of a well or wells 

capable of producing oil or gas or both. 

{16) "Responsible person_" __ me~ns __ _ii_person who is 

~etermined p__y'"_t!:!.~--~?~_!:._~--~!:_lder 82-10-402 to have aband~ned an 

oil or gas well, injection well, s~L_:?_r ___ s_~.:!:...:?~~~~E~.!..£..~hot 

hole and who is: 

(a) a corporation, association, pd£__~~~ ~.£..__9ther 

business organization with assets in ex~e~;-~~ __ o_!__.1_2_2_9_!..Q_QQi____EE_ 

.it>!. __ i_L_l_h_~_~U..§_ine~~ ~-~ga~ z~ion d1>1'S not have c1ssets 
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in excess of $250,000, a natural person with primary 

ownership in the business organization. 

tl6tl.!:..ll "State waters 11 means any body of water, either 

surface or underground. 

ti1t~ "Waste" means: 

(a) physical waste, as that term is generally 

understood in the oil and gas industry; 

(b) the inefficient, excessive, or improper use of or 

the unnecessary dissipation of reservoir energy; 

(c) the location, spacing, drilling, equipping, 

operating, or producing of any oil or gas well or wells in a 

manner which causes· or tends to cause reduction in the 

quantity of oil or gas ultimately recoverable from a pool 

14 under prudent and proper operations or which causes or tends 

15 to cause unnecessary or excessive surface loss or 

16 destruction of oil or gas; and 

17 (d) the inefficient storing of oil or gas. (The 

18 production of oil or gas from any pool or by any well to the 

19 full extent that the well or pool can be produced in 

20 accordance with methods designed to result in maximum 

21 ultimate recovery, as determined by the board, is not waste 

22 within the meaning of this definition. ) 11 

23 NEW SECTION. Section 11. Extension of authority. Any 

24 existing authority to make rules on the subject of the 

25 provisions of (this act] is extended to the provisions of 
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[this act]. 

NEW SEC:TION. Section 12. Saving clause. [This act] 

does not affect rights and duties that matured, penalties 

that were incurred, or proceedings that were begun before 

[the effective date of this act}. 

NEW SECTION. Section 13. Codification ---------- instruction~ 

{Sections 6 through 9] are intended to be codified as an 

integral part of Title 82, chapter 11, part 1, and the 

provisions of Title 82, chapter 11, part 1, a~,ply to 

[sections 6 through 9]. 

NEW SECTION. Section 14. Effective date. 

is effective July l, 1989. 

-End-
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HOUSE BILL NO. 143 

INTRODUCED BY SCHYE, GAGE 

A BILL FOR AN ACT ENTITLED: "AN ACT ALLOCATING A PORTION OF 

THE INTEREST INCOME FROM THE RESOURCE INDEMNITY TRUST TAX 

FOR THE PLUGGING OF CERTAIN OIL AND GAS WELLS; ESTABLISHING 

AN OIL AND GAS PRODUCTION DAMAGE MITIGATION ACCOUNT; 

PROVIDING A STATUTORY APPROPRIATION; PROVIDING A LIEN 

AGAINST THE PERSON RESPONSIBLE FOR PLUGGING THE WELL; 

AMENDING SECTIONS 15-38-202, 17-7-502, 82-10-402, 82-11-101, 

82-11-111, AND 82-11-123, MCA; AND PROVIDING AN EFFECTIVE 

DATE." 

STATEMENT OF INTENT 

It is the intent of the legislature to create an oil 

and gas production damage mitigation account to be 

administered by the board of oil and gas conservation for 

the purpose of properly plugging and abandoning oil and gas 

wells when a responsible person cannot be found or when the 

responsible person does not have sufficient financial 

resources. The board shall adopt rules to help it define 

"sufficient 

responsible 

abandoning 

financial resources", shall require a 

person 

to the 

to pay 

extent 

the costs of plugging and 

of his available resources, and 

shall pursue full cost recovery for funds spent from the 
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account through the p[ocedures provided in {section 9) or 

other lawful means. The board may adopt rules to administer 

instituting a lien on the person 1 s personal and real 

property to cover the cost of plugging and abandoning. 

The legislature intends that the board use the account 

for reclamation related to land, water, or wildlife 

resources disturbed by abandoned oil and gas wells, 

injection wells, sumps, and seismographic shot holes. 

It 1s also the intent to remove proouctnq wells 

completed after June 30, 1989, from drilling bonds and to 

limit the liability of the bond or its equivalent to the 

period between issuance of the bond and eithtr proper 

plugging and abandoning of a dry hole or completion of a 

producing well. The board shall adopt forms for the produce[ 

to indicate that a well has been completed and shall, upon 

receipt of the information and payment required under 

[section 7}, release and absolve the owner of the well from 

the bond required under 82-11-123. 

It is further the intent of the legislature that the 

board of oil and gas conservation respond promptly to 

emergency situations that may arise. 

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF MONTANA: 

Section 1. Section 15-38-202, MCA, is amended to read: 

•15-38-202. Investment of resource indemnity trust 
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fund -- e.a:penditure -- ainiau. balance. (1) All moneys paid 

into the resource indemnity trust fund shall be invested at 

the discretion of the board of investments. All the net 

earnings accruing to the resource indemnity trust fund shall 

annually be added thereto until it has reached the sum of 

$10 million. Thereafter, only the net earnings may be 

appropriated and expended until the fund reaches $100 

million. Thereaft-er, all net earnings and all receipts shall 

be appropriated by the legislature and expended, provided 

that the balance in the fund may never be less than $100 

million. 

(2) 1!1 At the beginning of each biennium, an-amount 

ftet:-t:e-exeeecl-$-Ff57898 there is allocated from the 1nterest 

income of the resource indemnity trust fund.:_ 

(i) an amount not to exceed $175,000 to the 

environmental contingency account pursuant to the conditions 

of 7~-1-1101; and 

( i iJ B:EGINN"ING IN FISCAL YEAR 19-92, an aaount not to 

exceed $i~87888 $50,0~0 to the oil and gas production damage 

mitigation account pursuant to the conditions of [section 

!1.· 
~ The remainder of the interest income is allocated 

as follows: 

tatlll Beginning in fiscal year 1982, provided the 

amount in the resource indemnity trust fund is greater than 
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the interest income of the resource 

must be allocated to the water 

special revenue account created by 

tbtli...!.l Beginning in fiscal year 1988, 12t of the 

interest income of the resource indemnity t rusl fund must be 

allocated to the hazardous waste/CERCLA special revenue 

account provided for in 75-10-621. 

tetillil Beginning in fiscal yedr 1990, 8\ of the 

interest income from the resource indemnity trusl fund must 

be allocated to the renewable resource development account 

provided for in Title 90, cnapl~~ ~ 

tdtii~L Beginning in i1scai year 1990, 46\ at thL 

interest income from the resource indemnity trust fund must 

be allocated to the reclamation and development grants 

account provided for in 90-2-1104. 

tetiY} Beginning in fiscal y~ar 1990, 4% of the 

interest income of the resource indemnity tcu:;;l fund must be 

allocated to the environmental quality prutection fund 

provided for in 75-10-704. 

(3) Any formal budget ducument prep.:tred by the 

legislature or the executive brdnch that proposes to 

appropriate funds from the resource indemnity tru:;;,t intere:st 

account other than as provided fur by the allocations in 

subsection (2) must specify the amount of mom.•y from each 
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allocation that is proposed to be diverted and the proposed 

use of the diverted funds. A formal budget document includes 

a printed and publicly distributed budget proposal or 

recommendation, an introduced bill, or a bill developed 

during the legislative appropriation process or otherwise 

during a legislative session." 

Section 2. Section 17-7-502, MCA, is amended to read: 

•17-7-~02. Statutory appropriations -- definition 

requisites for validity. (l) A statutory appropriation is an 

appropriation made by permanent law that authorizes spending 

by a state agency without the need for a biennial 

legislative appropriation or budget amendment. 

(2) Except as provided in subsection (4), to be 

effective, a statutory appropriation must comply with both 

of the following provisions: 

(a) The law containing the statutory authority must be 

listed in subsection (J). 

(b) The law or portion of the law making a statutory 

appropriation must specifically state that a statutory 

appropriation is made as provided in this section. 

{3) The following laws are the only laws containing 

statutory appropriations: 2-9-202; 2-17-105; 2-18-812; 

10-3-203; 10-3-312; 10-3-314; 10-4-301; 13-37-304: 

15-25-123: 15-31-702; 15-36-112; 15-65-121; 15-70-101; 

16-1-404; 16-l-410; 16-1-411; 17-3-212; 17-5-404; 17-5-424; 
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19-9-702; 19-9-1007; 19-10-205; 

19-11-Sll; 19-11-513; 19-11-606; 

20-4-109; 20-6-406; 20-8-111; 

33-31-212; 33-31-401; 37-51-501; 

53-24-l06; 67-J-205; 75-1-1101; 

75-7-305; 76-12-123; 80-2-103; 80-2-228; 82-11-136; ~cction 

~ 90-3-301; 90-3-302; 90-3-412; 90-4-215; 90-9-306; 

90-15-103; section 13, House Bill No. 861, Laws of 198S; and 

section 1, Chapter 454, Laws of 1987. 

(4) There is a statutory appropriation to pdy the 

principal, interest, premiums, and costs of issuir1q, vctying, 

and securing all bonds, notes, or other obligatiorl~, dS due, 

that have been authorized and issued pursuant to the laws of 

Montana. Agencies that have entered into agreements 

authorized by the l~ws of Montana to pay the state 

treasurer, for deposit in accordance with 11-2~101 through 

17-2-107, as determined by the state trea~urer, an amount 

sufficient to pay the principal and interest as due on the 

bonds or notes have statutory appropriation authority for 

such payments. (In subsection (3): pursuant to sec. 15, Ch. 

607, L. 1987, the inclusion of 15-65~121 termi11ate~ June 30, 

1989; pursuant to sec. 10, Ch. 664, L. 1981, the inclusion 

of 39-71-2504 terminates June 30, 1991; and pursuant to sec. 

6, Ch. 454, L. 1987, the inclusion of sec. l, Ch. 4~4, 

1987, terminates July 1, 1988.)" 

L. 

-6- HB 143 



l 

2 

3 

4 

5 

6 

7 

8 

g 

10 

ll 

12 

13 

14 

15 

16 

l7 

18 

19 

20 

2l 

22 

23 

24 

25 

HS 0143/02 

Section 3. section 82-10-402, MCA, is amended to read: 

•a2-10-t02. Inventory of abandoned wells and seismic 

oper~tions -- reclaaation procedures. (1) The departmen~--of 

~~ti~ai--resettrees--and board of oil and qas conservation 

shall maintain a %is~ record of the abandoned oil or gas 

wells, injection wells, sumps, and seismographic shot holes 

in the state wftieft ~disturb land, water, or wildlife 

resources to a de9ree not in compliance with plugging, 

pollution prevention, and reclamation rules of the board or 
eil--aftd--gas--eofts~rwe~ien. This %ist-shaii RECORD MUST be 

compiled from petitions or written statements from the 

owners of surface rights or lessees. 

C2l The board shall check the iist-s~ppiied-by-the 

~epartaent record compiled under the--preceding subsection 

1!1 against its drilling records and shall determine AND 

~the name of the person who abandoned the well, sump, oc 

hole, whenever this information is available. When a person 

so listed applies to the board for a new drilling permit, 

the board .ay issue the per•it only after approvin9 a plan 

by which the applicant will reclaim the land disturbed by 

his abandoned wells, sumps, or holes within J years. 

(3) When the peraon who abandoned a well, sump, or 

bole canna~ be identified or located ander-the-preeeding 

.-bseetton OR WHEN THE PERSON DOES NOT HAVE SUFFICIENT 

FINANCIAL RESOURCES TO PAY FOR COMPLETE RECLAMATION, the 
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board shai%-not~fy-tbe-depart~nt-6f-na~~~al--r~~o~~ees--and 

eoft~rvatien.--~he-department may then reclaim the disturbed 

land with funds available from the resou~ee-iAdemnity--~r~8~ 

fund---under---15-38-i&~ ~~pd g~s productio~ damage 

miti~tion account esta~iish~d--±n~--tseetion---6f,---when 

a .. aHabte !111__--~- MANNER CONSISTENT WITH THE REQUIREMENTS FOR 

THE USE OF THE ACCOUNT PROVIDED IN [SECTION 6[ AND [SECTION 

!l· 
(4) As used in subsection (l_l_~--·~~~includes a ~lass 

II injection well, as defined in 82-!_~-~~--~~r '!!'Pich_~ 

drilling permit or a permit authorizi~~~~.2-~ a well_ for 

that purpose was granted .!?_y the~~~~_!_~~:~~ ~u, 19_~2___r_ 

and water source wells used in connection ~}l~- -~~dnced 

recovery projects." 

Section 4. Section 82.-11-lll, MCA, is amende-d to read: 

•&2-11-111~ Powers aRd Outies of board. (l) The board 

shall make such investigations as it considers proper to 

determine whether waste exists or is imminent or whether 

other facts exist which justify any action by the board 

under the authority granted by this chdpter with respect 

thereto. 

(2) Subject to the administra-tive control of the 

department under 2-15-121, the board shall: 

Cal require measures to be taken to pre-vent 

contamination of or damage to surruundinq land or 
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underground strata caused by drilling operations and 

production, including but not limited to regulating the 

disposal or injection of water and disposal of oil field 

wastes i 

(b) classify wells as oil or gas wells or cla~s II 

injection wells for purposes material to the interpretation 

or enforcement of this chapter; 

(c) adopt and enforce rules and orders to effectuate 

the purposes and the intent of this chapter. 

(3) The board shall determine and prescribe what 

producing wells shall be defined as "stripper wells" and 

what wells shall be defined as "wildcat wells .. and make such 

orders as in its judgment are required to protect those 

wells and provide that stripper wells may be produced to 

capacity if it is considered necessary in the interest of 

conservation to d·o so. 

(4) With respect to any pool from which gas was being 

produced by a gas well on or prior to April 1, 1953, this 

chapter does not authorize the board to limit or restrain 

the rate (daily or otherwise) of production of gas from tbat 

pool by any well then or thereafter drilled and producing 

from that pool to less than the rate at which the well can 

be produced without adversely affecting the quantity of gas 

ultimately recoverable by the well. 

(5) The board has exclusive jurisdiction over all 
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class II injection wells and all pits and punds in relation 

to those injection wells. The board may: 

(a) issue, suspend, revoke, modify, or deny permits to 

operate class II injection wells, consistent with rules made 

by it; 

(b) examine plans and other information needed to 

determine whether a permit should be issued or require 

changes in plans as a condition to the issuance of a permit: 

(c) clearly specify in a permit any limitations 

imposed as to the volume and characteristics of tht fluids 

to be injected and the operation of the well; 

(d) authorize its staff to enter upon any public or 

private property at reasonable times to: 

(i) investigate conditions relating to violations of 

permit conditions; 

(ii) have access to and copy records required under 

this chapter; 

(iii) inspect monitoring equipment or methods; and 

{iv) sample fluids which the operator is required to 

sample; and 

( e} adopt standards for the design, canst ruction, 

testing, and operation of class II injection wells. 

(6) The board shall de~erm~~L ~-~ -~l!!!~d_ FORTH~ 

PURPOSES OF USING THE OIL AND GAS PROUUC'I'lON DAMAGE ------- -- --- --- --·----

MITIGATION ACCOUNT ESTABLISHL[J ~-(~ectio~_ §!:_ 
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Ia) when the person responsible fo·r an abandoned well, 

sump, or hole cannot be identified or located, or if the 

person is identified or located, when the person does not 

have sufficient financial resources to p-roperlynplug the 

well, sump, or hole; or 

(b) when a previously abandoned well, sump, or hole is 

the cause of potential environmental problems and no 

responsible party can be identified or located or, if a 

responsible party can be identified and located, the person 

does not have sufficient financial resources to correct the 

problems. • 

Section 5. section 82-11-123, MCA, is amended to read; 

•a·2-ll-123. Require~aents for oil and gas operations. 

Subject to the admin-istra.tive control of the department 

under 2-15-121, th~ boa,-rd shall require: 

(1) identification of ownership of oil or gas wells, 

p-rod-ucing prope·rties, and tanks; 

(2) the making and filing of acceptable well logs, 

in'Clud-iftq t!Jottom-hole- temperRures, to facilitate the 

d"i&e'ove"ry of po'tenti-al qe·othermal energy sources, reports on 

we'll locations, and the filing of directional surveys, if 

!lade·; h"oweve--c, l-og-s of exploratory or wildcat wells need not 

be filed for a pe·r iod of 6 month's following completion of 

those wells; 

(3) the drilling, casing, producing, and plugging of 
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wells and class II injection wells in sucn manner as to 

prevent the escape of oil or gas out of one stratum into 

another, the intrusion of water into oil or gas stratum, 

blowouts, cavings, seepages, and fires and the pollution of 

fre·sh water supplies by oil, gas, salt, or brackish water; 

(4) the restoration of surface lands to their previous 

grade and productive capability after a well is plugged or a 

seismographic shot hole has been utilized and necessa-ry 

measures to prevent adverse hydrological effects from such 

well or hole, unless the surface owner agrees in writing, 

with the approval of the board or its repre~entat ives, to a 

different plan of restoration; 

(~) the furnishing of a reasonable bond with good a-nd 

sufficient surety, conditioned for performance of the duty 

to properly plug each dry or a·bandoned well~.!!__!:ch hand may 

not be canceled or absolved: 

(a) if the well fails to _____E!_Oduc~ ~-L! __ or gas in 

coll\8\ercial qua·ntities, until: 

(i) the board determines the welJ_~:§_f!_~~_p~_!_!y_Plugged 

and aban~oned as p·ravided in_ the board's ru~-i?~_!.. !?.!_ 

(ii) the requirements of J~~~~"~~.l ?_r_~ f!l~~-!.._or 

(b) if the well is completed aftt.:'~--~~~~ _1..Q! 1989, 

until the OWNER NOTIFIES THE boar~ i-:!J-~~!.~!!.~.d:_et~_-re'cJ,u:i:red 

-in-tsee~ion-?i that the well is .produci_~9 _ <:?~! ___ '!!"t.<! qas i-n 

commercial quantities and -t-s- s~~~~:--_!_o- t-M~-_ _pr-C?_~_i_~i:-~~:! ME-ETS 
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THE REQUIREMENTS of [section 71; 

(6) proper gauging or other measuring of oil and gas 

produced and saved to determine the quantity and quality 

thereof; 

(7) that every person who produces, transports, or 

stores oil or gas or injects or disposes of water in this 

state shall make available within this state for a period of 

5 years complete and accurate records of the quantities 

thereof, which records shall be available for examination by 

the board or its employees at all reasonable times, and that 

that person file with the board such reports as it may 

prescribe with respect to quantities, transportations, and 

storages of the oil or gas or water; and 

(8) the installation, use, and maintenance of 

monitoring equipment or methods in the operation of class II 

injection wells." 

NEW SECTION. Section 6. Oil and gas production damage 

•itigation account -- statutory appropriation. (1) There is 

an oil and gas production damage mitigation account within 

the state special revenue fund established in 17-2-102. The 

oil and gas production damage mitigation 

controlled by the board. 

account is 

(21 On July 1, %989 1991, and at the beginning of each 

succeeding biennium, there must be allocated to the oil and 

gas production damage mitigation account $i59 7 999 $50,000 
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from the interest income of the resource 1ndemnity trust 

fund, except if at the beginning of a biennium the 

unobligated cash balance in the oil and gas ~reduction 

damage mitigation account: 

(a) equals or exceeds ssae,669 $20~rQQQ, no allocation 

will be made; or 

(b) is less than $599 7 999 $200,000, then an amount 

less than or equal to the difference bet~een the unobligated 

cash balance and $568 7 988 $2Q._O__!_..Q.OO, but not more than 

$%59,996 $50,000, must be allocated to the oil and gas 

produc.;tion damage mitigotion account frum the interest 

income of the resource indemnity tru:::ot fund. 

(l) IN ADDITION TO THE __ ALLOCATION __ _l'!lOVIDE[}_~ 

SUBSECTION ( 2), THERE MUST BE DEPOSITU1 IN THE OIL AND GAS 

PRODUCTION DAMAGE MITIGATION ACCO~NT~ 

~A_IeL FUNDS RECEIVEO~ THE:_!JOA_!Ul __ _I'URSUANT TO 

82-ll-136; AND 

~I,!, _ _f!:ES RECEIVED BY TH_F,__ BOP,£lUR9~_0WNERS OF 

PRODUCING WELLS PURSUANT TO [SECTION 1_1. 

t3t1~l If a suffici~nt balance exists in the account, 

funds are statutorily appropriated, as provided in 17-7-502, 

from the oil and gas production damage mitigation account, 

upon the authorization of the board, to pay the reasonable 

costs of properly plugging a well if the board determines 

that the well, sump, or hole has been dbdrldoned 7 -oil-or--~a~ 
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wes---not---produeed---in--eommeretal--quan~ities7 and the 

responsible person cannot be identified or located OR THE 

RESPONSIBLE PERSON DOES NOT HAVE SUFFICIENT FUNOS TO PAY THE 

COSTS. THE RESPONSIBLE PERSON SHALL, HOWEVER, PAY COSTS TO 

THE EXTENT OF HIS AVAILABLE RESOURCES AND IS SUBSEQUENTLY 

LIABLE TO FULLY REIMBURSE THE ACCOUNT OR IS SUBJECT TO A 

LIEN ON PROPERTY AS PROVIDED IN [SECTION 9] FOR COSTS 

EXPENDED FROM THE ACCOUNT TO PROPERLY PLUG THE WELL AND TO 

MITIGATE ANY DAMAGE CAUSED BY THE WELL. 

t4t~ Interest from funds in the oil and gas 

production 

account. 

damage mitigation account accrues to that 

t5t~ The board shall submit to the legislature at 

the beginning of each regular session a complete financial 

report on the oil and gas production damage mitigation 

account, including a description of all expenditures made 

since the precedin~ report. 

NEW SECTION. Section 7. Release of producing oil or 

g&& well fcaa drilling bond -- FEE. Upon appltea~i&ft-&f 

RECEIPT OF NOTIFICA~ION B~ the owner ~nON a form prescribed 

by the board, PAYMEN'l' BY THE OWNER OF $125, and ttp&n 

pr&¥t4>ng proof FROM THE OWNER that a well completed after 

June 30, 1989, is producing oil or gas in commercial 

quantities and is subject to the tax under 15-38-104, the 

board shall celease and absolve the owner of the well from 
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the bond required under 82-11-123. 

NEW SECTION. Section 8. Landowner • s bond on 

noncomaercial well. If the owner of the surface land upon 

which has been drilled a well that fails to produce oil or 

gas in commercial quantities acquires the well for domestic 

purposes, the board may cancel and absolve th~ bond required 

in 82-11-123 upon its acceptance of surety in the form of a 

certificate of deposit, in the amount of $5,000 for a single 

well or in the amount of $10,000 for more than one well, or 

in the form of a property bond of two times the vdlue of the 

required certificate of deposit. The releas~ of the 

certificate of deposit or property bond must be conJitioned 

on proof provided by the landowner that the well has been 

properly plugged. 

Nl'.'W SECT!Q!I· Section 9. Lien created --pr-i-<>r-H,y. ( 1) 

The oil and gas production damage mitigation account has a 

lien in the amount of the expenditure from the account7-as 

pravided--ift--fseetion--6t3tt UND~E~C'r~~Jl• plus 

interest accrued at the rate of 10\ a year! against all real 

and persunal property in this state oW"n~d by: 

(a) the responsible person, a::!l--determint>d--tander 

tseetion-4ir if that person is subsequentLy identified or 

located; or 

(b) the responsible person, a~--determt"ed--•"der 

tseetion-417 if that person is known but CdiHh)t or will not 
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FULLY reimburse the oil and gas production damage mitigation 

account. 

(2) The lien created under subsection (l) must be 

filed in the office of the secretary of state and ha~ 

p~ior±ty---over--any--ether--interestr--l~en,--mort~aqe,--or 

eftettmbranee-that-m8y ~ attach to the ALL real or personal 

property of the RESPONSIBLE person as--deterained--~nder 

heetton-41. 

(3) A lien created by this section ftas-the-foree-and 

e£feet-e£-an-exeettt±en-d~ly-%ev±ed-against-a%%--property--of 

the--responsible--person--as-determined-ander-tseetion-4i IS 

VALID UNTIL PAID IN FULL OR OTHERWISE DISCHARGED. THE LIEN 

MUST BE FORECLOSED IN ACCORDANCE WITH APPLICABLE LAWS 

GOVERNING FORECLOSURE OF MORTGAGES AND LIENS. 

SECTION 10. SECTION 82-ll-101, M.CA, IS AMENDED TO 

READ: 

•a2-11-101. Definitions. As used in this chapter, 

unless the context requires otherwise, the following 

definitions apply: 

(1) 11 Administrator" means the administrator of the 

division of oil and gas conservation. 

(2) •aoard" means the board of oil and gas 

conservation provided for in 2-15-3303. 

13) "Class II injection well 11 means a well, as defined 

by the federal environmental protection agency or any 
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(a) that have been brought to the 

connection with oil or natural gas productio11; 

HB 0143/02 

surface in 

(b) for purposes of enhancing the ultimdte recovery of 

oil or natural gas; or 

(c) for purposes of storing liquid hydrocarbons. 

(4) "Department'' means the department of natural 

resources and conservation provided for in Title 2, chapter 

15, part 33. 

(5) "Determindtions'' means tho~e decisions delegated 

to the state by or under authority of the Natural Gci~ Policy 

Act of 1978 or any successor or similar legisldt ion rt-"lating 

to oil and gas. 

(6) "Enhanced recovery" means the increased recovery 

from a pool achieved by artificial means or by the 

application of energy extrinsic to the pool; such artificial 

means or application includes pressuring, cycling, pressure 

maintenance, or injection into the pool of any substance or 

form of energy as is contemplated in seconddry recovery and 

tertiary programs but does not include the injection in a 

well of a substance or form of energy for th~ 

of aiding in the lifting of fluid~ 1n 

sole purpose 

the well or 

stimulating of the reservoir at or near the well by 

mechanical, chemical, thermal, or explosive means. 

(7) "Field'' means the general area underldid by one or 
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more pools. 

(8) "Fluid• means any material or substance that flows 

or moves, whether in a semisolid, liquid, sludge, gas, or 

any other form or s-t.ate. 

(9) "Gas• aeans all natural gases and all other fluid 

hydrocarbons as produced at the wellhead and not defined as 

oil in subsection (10) of this section. 

(10) "Oil• aeans crude petroleum oil and other 

hydrocarbons regardless of qrayity which are produced at the 

wellhead in liquid fora by ordinary production methods and 

which are not the result of condensation of gas before or 

after it leaves tbe reservoir. 

(11) "OWner" means the person who has the right to 

drill into and produce from a pool and to appropriate the 

oil or gas be produces t.berefroa either for hints-elf or 

others or for hiaSelf and others, and the term includes all 

pers_ons holding such authority by or through him .. 

(12) •Person• means any natural person, corporation, 

association, par~nership, receiver, trustee, executor, 

admi.nistrat.or, guardian, fiduciary, or other representative 

of any kind and includes any agency or instrumentality of 

the state or any governaental subdivision thereof. 

(13) 

alteration 

properties 

•Pollution• means 

of tbe physical, 

contamination 

chemical, or 

or other 

blolO<Jical 

of any state waters that exceeds that permitted 
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by state water quality standards or standards adopted by the 

board, including but not limited to the disposal, discharge, 

seepage, drainage, infiltration, flow,_ ot injection of any 

liquid, gaseous, solid, or other substance into any state 

waters that will or is likely to create a nuisance or render 

the waters harmful, detrimental, or injurious to public 

health, recreation, safety, welfare, livestock, wild 

animals, birds, fish, or othe-r wildlife. A disposal, 

discharge, seepage-, dr ai nag.e- ,_ infiltrdtion. flow, or 

injection of fluid that is authorized under a rule, per~it, 

or order of the board is not pollution undPr this chapte-r. 

(14) "Pool" means an underground re-servoir conr,-:~ining a 

ComntO-n accuRiulation o-f oil or 9Q.S or both; e-ach zone- of a 

structure whicn is completely separQted from any other aone 

in the same structure is a pool, as that t~rm is used in 

this chapter. 

( 15) "Producer" means the owner of a well or wells 

capable of producing oil or gas or both. 

(16) , .. Responsib~rs~_ ~.?-!'!~~ _.Eerson _who is 

det_~~i~~1 by the board under 82-10-402 to _!lE_ve ~lla~1doned an 

oil or gas well, inj,ection well,. sump, '?! _s_~Ls_l!l:o_9:~-~!?~!£.. s~o!:_ 

hole and who is: 

(a) a corporation, association, .~....!:..!:.nersh__!__t)~ 1::>r ot-her 

business organization with assets in excess_ 9-~-i~-~0,0.00; Ol' 

I b) if the business <!!~ni_~at iO!!_ doe~ n~t. n_a~~--·_ssets 
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in excess of $250,000, a natural person with primary 

ownership in the business organization. 

t-t6tl!ll "State waters .. means any body of water, either 

surface or underground. 

tl:=i'tl!!l "Waste .. means: 

(a) physical waste, as that term is generally 

understood in the oil and gas industry; 

(b) the inefficient, excessive, or improper use of or 

the unnecessary dissipation of reservoir energy; 

(c) the location, spacing, drilling, equipping, 

operating, or producing of any oil or gas well or wells in a 

manner which causes· or tends to cause reduction in the 

quantity of oil or gas ultimately recoverable from a pool 

14 under prudent and proper opecations or which causes or tends 

15 to cause unnecessary or excessive surface loss or 

16 destruction of oil or gas; and 

17 (d) the inefficient storing of oil or gas. (The 

18 production of oil or gas from any pool or by any well to the 

19 full extent that the well or pool can be produced in 

20 accordance with methods designed to result in maximum 

21 ultimate recovery, as determined by the board, is not waste 

22 within the meaning of this definition.)" 

23 NEW SECTION. Section 11. El<tension of authority. Any 

24 existing authority to make rules on the subject of the 

25 provisions of [this act] is extended to the provisions of 
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[this act). 

NEW SECTION. Section 12. Saving clause. (This act) 

does not affect rights and duties tha.t matured, penalties 

that were incurred, or proceedings that were begun before 

[the effective date of this act). 

NEW SECTION. Section 13. Codification inslruction .. 

[Sections 6 through 9) are intended to be codified as an 

integral part of Title 82, chapter 11, p.;nt 1, and the 

provisions of Title 82, chapter ll, part 1, a£,ply to 

[sections 6 through 9). 

NEW SECTION. Section 14. Effective date. 

is effective July 1, 1989. 

-End-
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HOUSE BILL NO. 143 

INTRODUCED BY SCHYE, GAGE 

A BILL FOR AN ACT ENTITLED: "AN ACT ALLOCATING A PORTION OF 

THE INTEREST INCOME ?ROM THE RESOURCE INDEMNITY TRUST TAX 

FOR THE PLUGGING OF CERTAIN OIL AND GAS WELLS; ESTABLISHING 

AN OIL AND GAS PRODUCTION DAMAGE MITIGATION ACCOUNT; 

PROVIDING A STATUTORY APPROPRIATION; PROVIDING A LIEN 

AGAINST THE PERSON RESPONSIBLE FOR PLUGGING THE WELL; 

AMENDING SECTIONS 15-38-202, 17-7-502, 82-10-402, 82-11-101, 

82-11-111, AND 82-11-123, MCA; AND PROVIDING AN EFFECTIVE 

DATE." 

STATEMENT OF INTENT 

It is the intent of the legislature to create an oil 

and gas production damage mitigation account to be 

administered by the board of oil and gas conservation for 

the purpose of properly plugging and abandoning oil and gas 

wells when a responsible person cannot be found or when the 

responsible person does not have sufficient financial 

resources. The board shall adopt rules 

"sufficient financial resources", 

to help 

shall 

it define 

require a 

responsible person to pay the costs of plugging and 

abandoning to the ext~nt of his available resources, and 

shall pursue full cost recovery for funds spent from the 
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account throuqh the procedures provided in (section 9) or 

other lawful means. The board may adopt rules to administer 

instituting a lien on the person's personal and real 

property to cover the cost of plugging and abandoning. 

The legislature intends that the board use the account 

for reclamation related to land, water, or wildlife 

resources disturbed by abandoned oil and gas wells, 

injection wells, sumps, and seismographic shot holes. 

It is also the intent to remove producing welts 

completed after June 30, 1989, from drilling bonds and to 

limit the liability of the bond or its equivalent to the 

period between issuance of the bond and either proper 

plugging and abandoning of a dry hole or completion of a 

producing well. The board shall adopt forms for the producer 

to indicate that a well has been completed and shall, upon 

receipt of the information and payment required under 

(section 7], release and absolve the owner of the well f~om 

the bond required under 82-11-123. 

It is further the intent of the legislature that the 

board of oil and qas conservation respond promptly to 

emergency situations that may arise. 

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF MONTANA: 

Section 1. Section 15-38-202, MCA, is amended to read: 

•15-38-202. Invcst•~nt of ~esource indemnity trust 
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fund ezpenditure -- ainiaua balance. (1) All moneys paid 

into the resource indemnity trust fund shall be invested at 

the discretion of the board of investments. All the net 

earnings accruing to the resource indemnity trust fund shall 

annually be added thereto until it has reached the sum of 

$10 million. Thereafter, only the net earnings may be 

appropriated and expended until the fund reaches $100 

aillion. Thereafter, all net earnings and all receipts shall 

be appropriated by the legislature and expended, provided 

that the balance in the fund may never be less than $100 

aillion. 

(2) 1!1 At the beginning of each bienntum, en-amount 

not-to-exeeed-$l1S7188 there is allocated from the interest 

income of the resource indemnity trust fundl 

(i) an amount not to exceed $175,000 to the 

environmental continqency account pursuant to the conditions 

of 7~-1-1101; and 

Iii) BEGINNING IN FISCAL YEAR 1992, an amount not to 

exceed 5~58,888 $50,000 to the oil and gas production damage 

aitigation account pursuant to the conditions of \section 

il· 
~ The remainder of the interest income is allocated 

~s follows: 

ta)i!l 8eginnin9 in fiscal year 1982, provided the 

a.aunt in the resource indemnity trust fund is greater than 
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$10 million, 30\ of tt1e interest income of the resource 

indemnity trust fund must b~ allocated to 

development state special revenue account 

8!;-1-604. 

the water 

created by 

tb1.1ii_l Beginning 1n fiscal year 1986, l2't of the 

interest income of the resource 1ndemnity trusl fund must be 

allocated to the hazardous waste/CCRCLA special revenue 

account provided for in 75-10-621. 

teti.!...!J:l Beginning in fiscal yedr 1990, 8\ of the 

interest income from the resource indemnity trust fund must 

be allocdted to the renewable re~ource developtnt::"nt dccount 

provided tor 10 T1tle 90, chapter 2. 

t~t~ Beginning in fiscal year 1990, 46~ of the 

interest income from the resource 1ndt"-mnity trust fund must 

be allocated to the reclamation and development grants 

account provided for in 90-2-1104. 

tet~ Beginning in fiscal yeur 19~0, 41 of the 

interest income of the resource indetnnily ttu:::>L funJ must be 

allocated to the environmental quality protectton fund 

provided for in ?S-10-704. 

(J) Any formal budget documt!ut prepared by the 

legislature or the executive branch that proposes to 

appropriate funds from the resource indL•mnit y trust interest 

account other than as provided for Uy the allocations in 

subsection (2J must specify tht2 dmvunt ut money frl)m edch 
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allocation that is proposed to be diverted and the proposed 

use of the diverted funds. A formdl budget document includes 

a printed and publicly distributed budget proposal or 

recommendation, an introduced bill, or a bill developed 

during the legislative appropriation process or otherwise 

during a legislative session.H 

Section 2. Section 17-7-502, MCA, is amended to read: 

•17-7-502. Statutory appropriations -- definition 

requisites for validity. (1) A statutory appropriation is an 

appropriation made by permanent law that authorizes spending 

by a state agency without the need for 

legislative appropriation or budget amendment. 

a biennial 

(2) Except as provided in subsection (4), to be 

effective, a statutory appropriation must comply with both 

of the followinq provisions: 

(a) The law containing the statutory authority must be 

listed in subsection (3). 

Cb] The law or portion of the law making a statutory 

appropriation must specifically state that a statutory 

appropriation is made as provided in this section. 

(l) The following laws are the only laws containing 

statutory appropriations: 2-9-202; 

10-3-203; 10-J-312; 10-3-314; 

15-25-123: 15-31-702; 15-36-112; 

2-17-105; 

10-4-301; 

15-65-121; 

2-18-812; 

13-37-304; 

15-70-101; 

16-1-404; 16-1-410; 16-1-411; 17-3-212; 17-5-404; 17-5-424; 
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17-5-804; 

19-10-305; 

19-12-301; 

23-5-610; 

19-8-504; 

19-10-506; 

19-13-604; 

23-5-1027; 

39-71-2504; 53-6-150; 

19-9-702' 

19-11-;12; 

20-4-109; 

33-31-212; 

53-24-206; 

19- 9-1oo·1: 

19-ll-513; 

20-6-406; 

HB 0143/02 

19-10-205; 

19-11-606; 

20-8-111; 

33-31-401; 31-;1-501; 

67-3-205; 7;-1-1101; 

75-7-305; 76-12-123; 80-2-103; 80-2-228; 82-11-1Jb; !s~ction 

~ 90-3-301; 90-3-302; 90-3-412; 90-4-215; 90-9-306; 

90-15-103; section 13, House Bill No. 861, Laws of 1965; and 

section 1, Chapter 454, Laws of 1987. 

(4) There is a statutory appruprtdttult tu ~ay the 

principal, interest, premiums, and costs of issu1n'J• l-•...1yinq, 

and securing all bonds, notes, or other obliqdlluLL:,, ct~. due, 

that have been authorized and issued pursuant to the laws of 

Montana. Agencies that have entered Into agreements 

authorized by the laws of Montana to pay the state 

treasurer, for deposit in accorddnce with 17-2-101 through 

17-2-107, as determined by the state treasurer, an amount 

sufficient to pay the principal and interest as due on the 

bonds or notes have statutory appropriation authority for 

such payments. (In subsection (l): pursuant to s~c. lS, Ch. 

607, L. 1987, the inclusion of 15-65-12L termilldt~~ June 30, 

1989; pursuant to sec. 10, Ch. 664, L. l98J, the inclusion 

of 39-11-2504 terminates June ]0, 1991; a11d purs~a11t to sec. 

6, Ch. 454, L. 1987, the inclusion of sec. 1, Cn. 4~4, L. 

1987, terminates July 1, 1988.)" 
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Section 3. Section 82-10-402, MCA, is amended to read: 

•el-10-402. Inventory of abandoned wells and aeisaic 

operations-- reclaaa~ion procedures. (l) The depar~meftt--of 

naturei--resourees--ond board of oil and gas conservation 

shall maintain a l*s~ record of the abandoned oil or gas 

wells, injection wells, sumps, and seismographic shot holes 

in the state wh~eh ~disturb land, water, or wildlife 

resources to a degree not in compliance with pluqqinq, 

pollution prevention, and reclamation rules of the board or 

oil--and--gas--eonserwatien. This iiat-ahail RECORD MUST be 

compiled from petitions or written statements from the 

owners of surface rights or lessees. 

(2) The board shall check the ltse-a~pplted-by-tne 

Oeportaent record compiled under ~he--precedtng subsection 

ill against its drilling records and shall determine AN~ 

LIST the name of the person who abandoned the well, sump, or 

hole, whenever this infotaation is available. When a person 

so listed applies to the board for a new drilling permit, 

the board aay issue the permit only after approving a plan 

by which the •pplicant will reclaim the land disturbed by 

bis abandoned wells, sumps, or holes within 3 years. 

(l) Nben the person who abandoned a well, sump, or 

hole cannot be identified or located ander-~he-preceding 

•~bsectooft OR WHEN THE PERSON DOES NOT HAVE SUFFICIENT 

FINANCIAL RESOURCES TO PAV FOR COMPLETE RECLAMATION, the 
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board shsl~-no~ify-the-department-of-nat~rat--re~o~Tees--and 

eenaervatien.--~he-depart~ent may then reclaim the disturbed 

land with funds available from the resottree-indemnity--tr~st 

f~nd---~nder---15-38-~8~ oi 1 and gas product 10!1 damage 

mitigation account ~~~abli5he0--in---t~eetion---~±~---when 

available IN A MANNER CONSISTENT WITH THE REQUIHEHENTS ~R 

THE USE OF THE ACCOUNT PROVIDED IN [SECTION 6) ANU [SECTION 

u. 
(4) As used in subsection _11~_!_!_" ~n£lud~s a ~lass 

I[ injection well, as defined in 82-_!_!_-:-_!__Q_!_! _t~r ~hic!l __!_ 

dcilling permit or a permit authorizi!!S_ ~~~~! a wr·ll ~ 

that purpose was gra~~~~ ~-y !___!'!~board _af~e~ Jun~ IU, 1~89, 

and water source wells used in connection witt1 enhdnced ------ ---

recovery projects." 

Section 4. Section 82-ll-111, MCA, 1s amended to read: 

•a2-11-111. Powers and duties of board. tlJ The board 

shall make such investigations as it considers proper to 

determine whether waste exists or is imminent or whether 

other facts exist which justify any dct ion by the board 

under the authority granted by thls chd~ter w1th respect 

thereto. 

(2) Subject to the administrative control of the 

departaent undec 2-1~-121, the board shdll: 

(a) require med.sures to be t<J:ken to prevent 

contamination of or damdge to sur roun.J ing land or 
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underground stratg caused by drilling operations and 

production, including but not limited to regulating the 

disposal or injection of water and disposal of oil field 

wastesi 

(b) classify wells as oil or gas wells or class II 

injection wells for purposes material to the interpretation 

or enforcement of this chapter; 

(c) adopt and enforce rules and orders to effectuate 

the purposes and the intent of this chapter. 

(l) The board shall determine and prescribe what 

producing wells shall be defined as •stripper wells" and 

what wells shall be defined as •wildcat welts• and make such 

orders as in its judgment are required to protect those 

wells and provide that stripper wells may be produced to 

capacity if it is considered necessary in the interest of 

conservation to dO so. 

(4) With respect to any pool from which gas was beinq 

produced by a gas well on or prior to April l, 1953, this 

chapter does not authorize the board to limit or restrain 

the rate (daily or otherwise) of production of gas from that 

pool by any well then or thereafter drilled and producing 

from that pool to less than the rate at which the well can 

be produced without adversely affecting the quantity of gas 

ultimately recoverable by the well. 

(5) The board has exclusive jurisdiction over all 
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class II inj~ction wells and all p1t~ ctnJ iJUnd~ In relation 

to those injection wells. The board mdy; 

(a} issue, suspend, revoke, modify, or deny lJt"rmits to 

operate class 11 injection wells, consistent with rules made 

by it; 

(b) examine plans and other .1.nfvrmctt ion needed to 

determine whether a permit should be issued or require 

changes in plans as a condition to the issuance of a permit: 

(c) clearly specify u1 a permit any 1 imitations 

imposed as to the volume and charactecistics of tht fluids 

to be injected and the operation of the well; 

{d} authorize its staff to ent~r upon diiY puld1c or 

private property at reasonable Limes to: 

(i) investigate conditions relatinq to violations of 

permit conditions; 

(ii) have access to and copy rec.:urd~ requirt-d under 

this chapter; 

(iii) inspect monitoring equipment or methods; and 

{iv) sample fluids which the operator is required to 

sample; and 

(e) adopt standards for th~ design, construction, 

testing, and operation of class Il injection wells. 

(6) The board _shall __ ~eter!f'_ine!.. ~:'-~tl_!_~~d FOR THE 

PURPOSES OF US! NG __ TilE _()~ _ _!~~_!)__ GAS PHOl!_lJC'l' lU'! DAMAGE -·----

MITIGATION ACCOUN'I' ES'I'ABL}SH~~ ~ l~~-~iol__! 6j ~ 
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(a) when the person responsible for an abandoned well, 

sump, or hole cannot be identified or located, or if the 

person is identified or located, when the person does not 

have sufficient financial resources to properly plug the 

well, sump, or hole; or 

(b) when a previously abandoned well, sump, or hole is 

the cause of ~entj~l environmental problems and no 

responsible party can be identified or located or, if a 

responsible party can be identified and located, the person 

does not have sufficient financial resources to correct the 

problems." 

Section 5. Section 82-ll-123, MCA, is amended to read: 

•a2-11-121. Require.ents for oil and gas operations. 

Subject to the administrative control of the department 

under 2-lS-121, th~ board shall require: 

(1) identification of ownecship of oil ot gds wells, 

producing properties, and tanks; 

(2) the making and filing of acceptable well logs, 

including bottom-hole temperatures, to facilitate the 

discovery of potential geothermal energy sources, reports on 

well locations, and the filing of directional surveys, if 

aade; however, logs of exploratory or wildcat wells need not 

be filed for a period of 6 months followinq completion of 

those wells• 

(3) the drilling, casing, producing, and plugging of 
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wells and class II injection wells in such mannl;;!r as to 

prevent the escape of oi 1 or g'ds out of one st rd. tum into 

another, the intrusion of water into oil or gds stratum, 

blowouts, cavings, seepages, and fires and the pollution of 

fresh water supplies by oil, gds, salt, or brack1sh water; 

(4) the restoration of surface lands to their previous 

grade and productive capability after a well is plugged or a 

seismographic shot hole has been utilized and necessary 

measures to prevent adverse hydrological effects from such 

well or hole, unless the surface owner agrees in writin~t 

with the approval of the board or its represe11tatives, to a 

different plan of restorat1oni 

(5) the furnishing of a reasonable bur1d with good and 

sufficient surety, conditioned for performdnce of the duty 

to properly plug each dry or abandoned well! Whi~- bond may 

not be canceled or absolved: 

{a) if the well fgils to _.E£_~~~ ~.i.!_ Q!- gas in 

colftJDe!:cial q~~~~!!i~~!~ ~::~~~-!___!____;_ 

C i) the board determines-~-~.! ~~!l __ i:? p~~pe_£_!1_ plugged 

and abandoned as provided 1n ~~~--bo~rd'~ ~u~e~~ ur 

(ii) the requirements of 1~t;-~llo~-~~ ~_r_!: ~-e~!. or 

(b) if the well is C£111£1e~~ after June 
--------

_3tl. 1989, 

until the OWNER NOTIFIES _TH£ ~o~r~ !:! -n~ttfi~_d ~~ -~qtt:i:red 

1:n-tseetian~~t that the well is pr2d~~i~9. ~i!_ -~~'-! _ _gas in 

coiiUilercial qu~~U~!~~~~ ~s- sttbjec! ~o-~~~, pt"C'J!t_~ton_:! MEETS 
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THE REQUIREMENTS of [section 7); 

(D) proper gauging or other measuring of oil and gas 

produced and saved to determine the quantity and quality 

thereof; 

(7) that every person who produces, transports, or 

stores oil or gas or injects or disposes of water in this 

atate shall make available within this state for a period of 

5 years complete and accurate records of the quantities 

thereof, which records shall be available for examination by 

the board or its employees at all reasonable times, and that 

that person file with the board such reports as it may 

prescribe with respect to quantities, transportations, and 

atora9es of the oil or gas or water; and 

(8) the installation, use, and aaintenance of 

monitoring equipment or .ethods in the operation of class II 

injection wells.~ 

NEW SECTION. Section 6. Oil and 9as production daaa9e 

•itigation account -- statutory appropriation. (1) There is 

an oil and gas production damage aitigation account within 

the state special revenue fund established in 17-2-102. The 

oil and gas production damage mitigation 

controlled by the board. 

account is 

(2) On July 1, i989 1991, and at the be9innin9 of each 

succeeding biennium, there must be allocated to the oil and 

gas production damage mitigation account $iSe,eee $50,000 
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from the interest incomt: ot tht" re~uurcr:> tnJt•llHlL t y trust 

fund, except if 

unobligated cash 

at the 

balance 

damage mitigation account: 

beginning of 

in the oil 

d bt~llntum the 

and g~~ ~rvduction 

ta) equals or exceeds ~see-,esa ~~000, no allocation 

will be made; or 

(b) is less than $S9aiaea S200,ooo, then an amount 

less than or equal to the difference between the unobligated 

cash balance and $599,898 ~Q~!goo, but not more than 

$iS9,999 ~~~00, must be allocated to the oil and gas 

production dama9e mitigation account from th.: interest 

income of the resource indemnity tru::H fund. 

(3) IN ADDITION TO TH~ ALLOCA'!:!_Q!'!_ PH:OVlDLU IN 

SUBSECTION (2), THERE MU?T BE DEPOSIT~ll IN THE OI_L AND GAS 

PRODUCTION DAMAG~ MITIGATION ACCOUNT' 

(A) ALL E'UNDS RECEIVE[)_~-- !flf__ ~OAR_[) __ Pl!_HSUANT TO 

82-11-136; AND 

~I;L FEES RECEIVED !!i___!!:i_E: _ _!l()ARD _FHOM_ Qio/N~RS OF 

PRODUCING WELLS PURSUANT TO ( S~C"!"!ON_ -,'_[. 

t3ti!l If a sufficient balance exlsl~ in the account, 

funds are statutorily appropriated, a~ provided 1n 17-7-502, 

from the oil and gas production damdge mitigation account, 

upon the authorization of the board, to pdy the reasonable 

costs of properly plugging a well if the bodrd determines 

that the well, sump, or hole has been abdndoneJ..,-·otl-ot"--CJas 
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waa---no~---produeed---tn--eoamereiat--qaantttiea, and the 

responsible person cannot be identified or located OR THE 

RESPONSIBLE PERSON DOES HOT HAVE SUFFICIENT FUNDS TO PAY THE 

COSTS. THE RESPONSIBLE PERSON SHALL, HOWEVER, PAY COSTS TO 

THE EXTENT ot' HIS AVAILABLE RESOURCES AND IS SUBSEQUENTLY 

LIABLE TO FULLY REIMBURSE THE ACCOUNT OR IS SUBJECT TO A 

LIEN ON PROPERTY AS PROVIDED IN (SECTION 9] FOR COSTS 

EXPENDED FROM THE ACCOUNT TO PROPERLY PLUG THE WELL AND TO 

MITIGATE ANY DAMAGE CAUSED BY THE WELL. 

t4t~ Interest from funds in the oil and gas 

production daa>a9e mitiqation account accrues to that 

account. 

t5t1!l The board shall submit to the le9is1ature at 

the be9inning of each regular session a complete financial 

report on the oil and gas production damage mitigation 

account, including a description of all expenditures made 

since the preceding report. 

NEW SECTION. Section 7. Release of producin9 oil or 

gas well fcoa dcil1in9 bond -- FEE. Upon appliea~ion-of 

RECEIPT OF NOTIFICATION BY the owner tn ON a form prescribed 

by the board, PAYMENT BY THE OWNER OF $125, and ~pon 

prawi~tng proof FROM THE OWNER that a well completed 'after 

June 10, 1989, is producin9 oil or 9as in commercial 

quantities and is subject to the tax under 15-38-104, the 

board shall release and absolve the owner of the well fro• 
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the bond requiced under 82-11-123. 

NEW SECTION. Section 8. Landowner • s bond on 

nonca.aercial well. If the owner of the surface lQnd upon 

which has been drilled a well that fails to produce oil or 

gas in commercial quantities acquires the well for domestic 

purposes, the board may cancel and absolve the bond required 

in 82-ll-123 upon its acceptance of surety in the form of a 

certificate of deposit, in the amount of $~,000 for a single 

well or in the amount of $10,000 for more thdn one well, or 

in the form of a property bond of two tim~s the Vdlue of the 

required certificate of deposit. The r~l~d~c ot the 

certificate of deposit or property bond must be ~.:unJ1tioned 

on proof provided by the landowner that the well has been 

properly plugged. 

NEW SECTION. Section 9. Lien credted --pr-i<>r-i-<y. ( 1) 

The oil and gas productio11 damdge mitigdtion account has a 

lien in the amount of th~ expenditure from the account,-as 

provided--in--heetion--6t3tt UND~R !.~<~g'ION __ 6t4J !• plus 

interest accrued at the rate of 10\ a year! aga1t1st all real 

and per::;onal property in this state owned by: 

(a) the responsible person, a~--de~~rmin~d--~nder 

tsecti-on-4tT if that person is subsequently idt>ntified or 

located; or 

(b) the responsible per son, a~·· -d~t~rmY nt"d- -~nder 

taeet:ton-4ft if that person is known but LdiH\vt or wj ll not 

-16- HB 143 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

ll 

12 

13 

14 

15 

16 

17 

18 

19 

20 

2l 

22 

23 

24 

25 

HB 0141/02 

~ reimburse the oil and gas production damage mitigation 

account. 

12) The lien created under subsection {1) must be 

filed in the office of the secretary of state and has 

priority---over--any--other--interestT--lien1--aort~a9e,--or 

ene~abranee-tftat-aar MUST attach to the ALL real or persondl 

property of the RESPONSIBLE person aa--deterained--ttftder 

taeetoon-H. 

{3) A lien created by this section has-the-foree-and 

etfect-of-an-exee~tion-dttly-iewied-a9ainst-aii--property--o£ 

the--responsible--person--as-deter•tned-under-tseetion-4+ ~ 

VALID UNTIL PAID IN YULL OR OTHERWISE DISCHARGED. THE LIEN 

MUST BE t'ORECLOSED IN ACCORDANCE NITH APPLICABLE LANS 

GOVERNING t'ORECLOSURE OY MORTGAGES AND LiENS. 

SECTION 10. SECTlON 82-ll-101, MCA, IS AMENDED TO 

READ: 

•a2-11-101. Definitions. As used in this chapter, 

unless the context requires otherwise, the following 

definitions apply: 

(l) •Administrator" means the 

division of oil and gas conservation. 

(2) •aoard• means the board 

conservation provided for in 2-15-3303. 

administrator of the 

of oil and gas 

(3) •class II injection well• aeans a well, as defined 

by the federal environmental protection agency or any 
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~urtace in 

(b) for purposes of enhancing the ultimate rt:(.:uvery of 

oil or natural gas; or 

(C) 

(4) 

for purposes of storing liquid hydtucarUun~. 

"Depdrtment" means the department of natural 

resources and conservation provided for in Title 2, chapter 

15, part 33. 

(S) "Determinations" means those decislUil::i delegated 

to the state by or under authority of the Natural Gd~ Policy 

Act of 1978 or any successor or similar lcgisldtiun rt'lating 

to oi 1 and gas. 

(6) •Enhanced recovery" means the incred::>ed recovery 

from a pool achieved by artificial means or by the 

application of energy extrinsic to the pool; such artificial 

means or application includes pressuring, cycling, pressure 

maintenance, or injection into the pool of any subslance or 

form of energy as is contemplated in secondary recovery and 

tertiary programs but doe~ not include the inJection in a 

well of a substance or form of energy for the sole purpose 

of aiding in the lifting of fluids in the well or 

stimulating of the reservoir at or nedr the well by 

mechanical, chemical, thermal, or explosive mean::>. 

{7) HField" means the general area U11Jerlaid by one or 
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110re pools. 

'8J •Fluid• means any material or substance that flows 

or moves, whether in a semisolid, liquid, sludge, gas, or 

any othec form or state. 

(9) •cas• means all natural gases and all other fluid 

hydrocarbons as produced at the wellhead and not defined as 

oil in subsection (10) of this section. 

(10) •oil• means crude petroleum oil and other 

hydrocarbons regardless of gravity which are produced at the 

wellhead in liquid fora by ordinary production methods and 

which are not the result of condensation of gas before or 

after it leaves the reservoir. 

(11) "OWner" aeans the person who has the rlght to 

drill into and produce from a pool and to appropriate the 

oil or gas he produces therefroa either for himself ot 

others or for hiafself and others, and the term includes all 

persons holding such authority by or through him. 

112) "Person" means any natural person, corporation, 

association, partnership, receiver, trustee, executor, 

administrator, guardian, fiduciary, or other representative 

of any kind and includes any aqency oc instrumentality of 

tbe st•te or Any 90vernaental subdivision thereof. 

tll) "Pollution• means contamination 0[ other 

alteration of the physical, cheaical, or biolo<;~ical 

properties of an~ state waters that exceeds that permitted 
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by state water quality standards or standdrds adopted by the 

board, including but not limited to the disposal, discharge, 

seepage, drainage, infiltration, flow, or injection of any 

liquid, gaseous, solid, or other substance into any state 

waters that will or is likely to create a nuisance or render 

the waters harmful, detrimental, or injurious to public 

health, recreation, safety, welfare, livestock, wild 

animals, birds, fish, or other wildlife. A disposal, 

discharge, seepage, drainage, infiltrdtion, flow, or 

injection of fluid that is authorized under a rule, perDit, 

or order of the board is not pollution under thl~ ch.:.pter. 

(14) "Pool" means an underground reservoir corltdining a 

common accumulation of oil or gd.s or both; edch zone of a 

structure which is completely sepatated from any other zone 

in the same structure is a pool, as thdt t~rm is used in 

this chapter. 

(15) "Producer" mednS the owner of a well or wells 

capable of producing oil or gas or both. 

(16) "Responsible person" me.:~n~ _ ~- 1:1~ r so!l ___ whQ___.l..!_ 

deter~i~ed by the board under 82-10-~Q_?_ ~Y. ~~~Y~. ~!!<!"~~Qned a~ 

oil or gas well, injection well, sump_!.__':?.£ _S:.~~.!!l·~q~~E'~!~ she!_ 

hole and who is: 

(a) a ~ration~~~~~on!-.2.~~~!~~-!~~ or other 

business organization_~ith_~sset~J'! ~!~_?::>of_ §~~O~QQ~ 

(b) if the _!!~sines~o~g~~~~~.!.i.~'~ -~lW~ n~t ~~v!: __ ~_ssets 
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in excess of $250,000, a ~atural person with pr1mary 

ownership in the business organization. 

ti::fitllll "State waters 11 means any body of water, either 

surface or underground. 

ti::~ti!..!U "Waste'' means: 

(a) physical waste, as that term is generally 

understood in the oil and gas industry; 

(b) the inefficient, excessive, or improper use of or 

the unnecessary dissipation of reservoir energy: 

(c) the location, spacing, drilling, equipping, 

opecating, or producing of any oil or gas well or wells in a 

manner which causes or tends to cause reduction in the 

quantity of oil or gas ultimately recoverable from a pool 

14 under prudent and proper operations or which causes or tends 

15 to cause unnecessary or excessive surface loss or 

16 destruction of oil or gas; and 

11 (d) the inefficient storing of oil or gas. lThe 

18 pcoduction of oil or gas from any pool or by any well to the 

19 full extent that the well or pool can be produced in 

20 accordance with methods designed to result in maximum 

21 ultimate recovery, as determined by the board, is not waste 

22 within the meaning of this definition.J• 

23 NEW SECTION. Section 11. Extension of authority. Any 

24 existing authority to make rules on the subject of the 

25 provisions of [this actl is extended to the provisions of 
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[this act], 

NEW SECTION. Section 12. Savlnq clau,;e, [ l'hl::t act) 

does not d.ffect right~ and duties thcat mdtured, pend.lties 

that were incurred, or proceeding:;) thdt were begun before 

(the effective date of this act). 

N£W S£CT !ON. Section 13. Cod if i cat ion instruction. 

{Sections 6 through 9) are intended to b~ c0dified as an 

integral part of Title 82, chapter 11, pdrt 1, a11d the 

provisions of Title 82, chdpter 

{sections 6 through 9). 

ll, pdrt l, ..l!.'tJly to 

NEW SEC'l'lON. Section 14. Effective dctle. l ·11 .. o.> ,;;~ct I 

is effective July 1, 1989. 

-End-
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