HB5627, As Passed House, July 2, 1998

SUBSTITUTE FOR
HOUSE BILL NO. 5627

A bill to anmend 1994 PA 451, entitled
"Natural resources and environnmental protection act,"
by anendi ng sections 61501, 61506, and 61525 (MCL 324. 61501,
324. 61506, and 324.61525), section 61501 as anmended by 1998
PA 115 and sections 61506 and 61525 as added by 1995 PA 57, and
by addi ng sections 61506b and 61513a.

THE PEOPLE OF THE STATE OF MICHIGAN ENACT:

Sec. 61501. Unless the context requires a different nean-
ing, the words defined in this section have the follow ng nean-
i ngs when used in this part:

(a) "Departnment" nmeans the departnent of environnental
qual ity.

(b) "Field" means an underground reservoir or reservoirs
containing oil or gas, or both. Field also includes the sane

general surface area that is underlaid or appears to be underlaid
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by at least 1 pool. Field and pool have the sane neaning if only
1 underground reservoir is involved. However, field, unlike
pool, may relate to 2 or nore pools.

(O "FUND' MEANS THE O L AND GAS REGULATORY FUND CREATED I N
SECTI ON 61525B

(D) e)— "Gas" neans a m xture of hydrocarbons and varying
quantities of nonhydrocarbons in a gaseous state which may or may
not be associated with oil, and includes those |liquids resulting
from condensati on

(E) eh— "Illegal container” neans a receptacle that con-
tains illegal oil or gas or illegal products.

(F) te)— "Illegal conveyance" neans a conveyance by or
t hrough which illegal oil or gas or illegal products are being
transport ed.

(G —|H— "lIllegal oil or gas" neans oil or gas that has
been produced by an owner or producer in violation of this part,
a rule promul gated under this part, or an order of the supervisor
i ssued under this part.

(H —g)— "lIllegal product” neans a product of oil or gas or
any part of a product of oil or gas that was know ngly processed
or derived in whole or in part fromillegal oil or gas.

(1) h)— "Market demand" neans the actual demand for oil or
gas fromany particular pool or field for current requirenents
for current consunption and use within or outside the state,
together with the demand for such anmpbunts as are necessary for
bui Il ding up or maintaining reasonabl e storage reserves of oil or

gas or the products of oil or gas.
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(J) H— "G I|" neans natural crude oil or petrol eum and
ot her hydrocarbons, regardless of gravity, that are produced at
the well in liquid formby ordinary production nmethods and that
are not the result of condensation of gas after it |eaves the
under ground reservoir.

(KY |)— "Omer" neans the person who has the right to
drill a well into a pool, to produce froma pool, and to receive
and distribute the value of the production fromthe pool for him
self or herself either individually or in conbination with

ot her s.

(1) "Pool"™ means an underground reservoir containing a
common accumul ation of oil or gas, or both. Pool includes a pro-
ductive zone of a general structure that is conpletely separated
fromany other zone in the structure, or is declared to be a pool
by the supervisor of wells.

(m "Producer" neans the operator, whether owner or not, of
a well or wells capable of producing oil or gas or both in paying
gquantities.

(n) "Product" neans any commodity or thing made or manuf ac-
tured fromoil or gas, and all derivatives of oil or gas, includ-
ing refined crude oil, crude tops, topped crude, processed crude
petrol eum residue treated crude oil, residuum gas oil, naphtha,

distillate, gasoline, casing-head gasoline, natural gas gasoline,
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ker osene, benzine, wash oil, waste oil, lubricating oil, and
bl ends or m xtures of oil or gas or any derivatives of oil or gas
whet her enunerated or not.

(o) "Supervisor"™ or "supervisor of wells" nmeans the
depart nent.

(p) "Tender" neans a permt or certificate of clearance,
approved and issued or registered under the authority of the
supervisor, for the transportation of oil or gas or products.

(gq) "Waste" in addition to its ordinary neaning includes al
of the follow ng:

(1) "Underground waste", as those words are generally under-
stood in the oil business, and including all of the follow ng:

(A) The inefficient, excessive, or inproper use or dissipa-
tion of the reservoir energy, including gas energy and water
drive, of any pool, and the |ocating, spacing, drilling, equip-
pi ng, operating, or producing of a well or wells in a manner to
reduce or tend to reduce the total quantity of oil or gas ulti-
mat el y recoverabl e from any pool.

(B) Unreasonabl e damage to underground fresh or mnera
waters, natural brines, or other mneral deposits from operations
for the discovery, devel opnent, and production and handling of
oi | or gas.

(11) "Surface waste", as those words are generally under-
stood in the oil business, and including all of the follow ng:

(A) The unnecessary or excessive surface |oss or destruction
W t hout beneficial use, however caused, of gas, oil, or other

product, but including the | oss or destruction, wthout
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beneficial use, resulting from evaporation, seepage, |eakage, or
fire, especially a loss or destruction incident to or resulting
fromthe manner of spacing, equipping, operating, or producing a
well or wells, or incident to or resulting frominefficient stor-
age or handling of oil.

(B) The unnecessary danmage to or destruction of the surface;
soils; animal, fish, or aquatic life; property; or other environ-
mental values fromor by oil and gas operations.

(C) THE UNNECESSARY ENDANGERVENT OF PUBLI C HEALTH, SAFETY,

OR VWELFARE FROM OR BY O L AND GAS OPERATI ONS.

(D) 66— The drilling of unnecessary wells.

(11m) "Market waste", which includes the production of oi
or gas in any field or pool in excess of the market demand as
defined in this part.

Sec. 61506. The supervisor shall prevent the waste prohib-
ited by this part. To that end, acting directly or through his
or her authorized representatives, the supervisor is specifically
enpowered to do all of the foll ow ng:

(a) To pronul gate and enforce rules, issue orders and
i nstructions necessary to enforce the rules, and do whatever may
be necessary with respect to the subject matter stated in this
part to inplement this part, whether or not indicated, specified,
or enunerated in this or any other section of this part.

(b) To collect data to make inspections, studies, and inves-
tigations; to exam ne properties, |eases, papers, books, and
records as necessary to the purposes of this part; to exam ne,

check, and test and gauge oil and gas wells and tanks, plants,
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refineries, and all neans and nodes of transportati on and

equi pnent; to hold hearings; and to provide for the keeping of
records and making of reports, and for the checking of the accu-
racy of the records and reports.

(c) To require the locating, drilling, deepening, redrilling
or reopening, casing, sealing, operating, and plugging of wells
drilled for oil and gas or for secondary recovery projects, or
wells for the disposal of salt water, brine, or other oil field
wastes, to be done in such manner and by such neans as to prevent
the escape of oil or gas out of 1 stratuminto another, or of
water or brines into oil or gas strata; to prevent pollution of,
damage to, or destruction of fresh water supplies, including
inland | akes and streans and the Great Lakes and connecting
wat ers, and val uable brines by oil, gas, or other waters, to pre-
vent the escape of oil, gas, or water into workable coal or other
m neral deposits; to require the disposal of salt water and
brines and oily wastes produced incidental to oil and gas opera-
tions in a manner and by methods and neans so that unnecessary
damage or danger to or destruction of surface or underground
resources, to neighboring properties or rights, or to life does
not result.

(d) To require reports and maps showi ng | ocati ons of al
wells subject to this part, and the keeping and filing of |ogs,
wel | sanples, and drilling, testing, and operating records or
reports. Al well data and sanples furnished to the supervisor
as required in this part, upon witten request of the owner of

the well, shall be held confidential for 90 days after the
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conpletion of drilling and shall not be open to public inspection
except by witten consent of the owner.

(e) To prevent the drowning by water of any stratumor part
of the stratum capable of producing oil or gas, or both oil and
gas, and to prevent the premature and irregul ar encroachnment of
water, or any other kind of water encroachnent, that reduces or
tends to reduce the total ultimte recovery of oil or gas, or
both oil or gas, from any pool.

(f) To prevent fires or expl osions.

(g) To prevent blow outs, seepage, and caving in the sense
that the conditions indicated by such terns are generally under-
stood in the oil business.

(h) To regul ate the nechani cal, physical, and chem cal
treatment of wells.

(1) To regulate the secondary recovery nethods of oil and
gas, including pulling or creating a vacuum and the introduction
of gas, air, water, and other substances into the producing
formati ons.

(j) To fix the spacing of wells and to regul ate the produc-
tion fromthe wells.

(k) To require the operation of wells with efficient gas-oi
ratios and to establish the rati os.

() To require by witten notice or citation i nmedi ate sus-
pensi on of any operation or practice and the pronpt correction of
any condition found to exist that causes or results or threatens

to cause or result in waste.
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(m To require, either generally or in or fromparticular
areas, certificates of clearance or tenders in connection with
the transportation of oil, gas, or any product of oil or gas.

(n) To require identification of the ownership of oil and
gas produci ng | eases, properties, and wells.

(o) To pronulgate rules or issue orders for the classifica-
tions of wells as oil wells or gas wells; or wells drilled, or to
be drilled, for secondary recovery projects, or for the disposal
of salt water, brine, or other oil or gas field wastes; or for
t he devel opnent of reservoirs for the storage of liquid or gas-
eous hydrocarbons, or for other neans of devel opnent, extraction,
or production of hydrocarbons.

(p) To require the filing of an adequate surety, security,
or cash bonds of owners, producers, operators, or their autho-
rized representatives in such reasonable form condition, term
and anount as will ensure conpliance with this part and with the
rul es pronul gated or orders issued under this part and to provide
for the release of the surety, security, or cash bonds.

(Q TO REQUI RE THE | MVEDI ATE SUSPENSI ON OF DRI LLI NG OR OTHER
WELL OPERATIONS | F THERE EXI STS A THREAT TO PUBLI C HEALTH OR
SAFETY.

(R) TO REQUI RE A PERSON APPLYI NG FOR A PERM T TO DRI LL AND
OPERATE ANY WELL REGULATED BY THI S PART TO FILE A COVWLETE AND
ACCURATE WRI TTEN APPLI CATI ON ON A FORM PRESCRI BED BY THE
SUPERVI SOR.
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(S) TO REQUI RE THE POSTI NG OF SAFETY SI GNS AND THE
| NSTALLATI ON OF FENCES, GATES, OR OTHER SAFETY MEASURES | F THERE
EXI STS A THREAT TO PUBLI C HEALTH, SAFETY, OR PROPERTY.

(T) TO PREVENT REGULAR OR RECURRI NG NU SANCE NO SE OR REGU-
LAR OR RECURRI NG NU SANCE ODOR I N THE EXPLORATI ON FOR OR DEVELOP-
MENT, PRODUCTI ON OR HANDLI NG OF O L AND GAS.

SEC. 61506B. (1) EXCEPT AS PROVI DED I N SUBSECTI ONS (2) AND
(3), BEG NNI NG ON THE EFFECTI VE DATE OF THI S SECTI ON, THE SUPER-
VI SOR SHALL NOT | SSUE A PERM T FOR OR AUTHCORI ZE THE DRI LLI NG OF
AN O L OR GAS VELL IF BOTH OF THE FOLLOW NG APPLY:

(A) THE WELL IS LOCATED W THI N 450 FEET OF A RESI DENTI AL
BUI LDI NG

(B) THE RESI DENTI AL BU LDING | S LOCATED IN A CITY OR TOMNN-
SH P WTH A POPULATI ON OF 70, 000 OR MORE.

(2) THE SUPERVI SOR MAY GRANT A WAI VER FROM THE REQUI REMENT
OF SUBSECTION (1)(A) IF THE CLERK OF THE CI TY, VILLACE, OR TONN-
SH P IN WH CH THE PROPCSED WELL | S LOCATED HAS BEEN NOTI FI ED OF
THE APPLI CATION FOR A PERM T FOR THE PROPOSED VELL AND | F El THER
OF THE FOLLOW NG CONDI TIONS | S MET:

(A) THE OANER OR OANERS OF ALL RESI DENTI AL BUI LDI NGS LOCATED
W TH N 450 FEET OF THE PROPCSED WELL G VE WRI TTEN CONSENT.

(B) THE SUPERVI SOR DETERM NES, PURSUANT TO A PUBLI C HEARI NG
HELD BEFORE THE WAI VER | S GRANTED, THAT THE PROPOSED WELL LOCA-
TION WLL NOT CAUSE WASTE AND THERE IS NO REASONABLE ALTERNATI VE
FOR THE LOCATION OF THE WELL THAT WLL ALLONTHE O L AND GAS
Rl GHTS HOLDER TO DEVELOP THE O L AND GAS.
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(3) SUBSECTION (1) DOES NOT APPLY TO A WELL UTI LI ZED FOR THE
| NJECTI ON, W THDRAWAL, AND OBSERVATI ON OF THE STORAGE OF NATURAL
GAS PURSUANT TO THI S PART.

SEC. 61513A. THE SUPERVI SOR SHALL NOT REQUI RE THE POCLI NG
OF STATE OMNED PROPERTI ES OR PARTS OF PROPERTI ES UNDER
SECTI ON 61513 | F THE STATE PROVI DES FOR THE ORDERLY DEVELOPMENT
OF STATE OWNED HYDROCARBON RESOURCES THROUGH AN O L AND GAS LEAS-
| NG PROGRAM AND THE SUPERVI SOR DETERM NES THE OMNER OF EACH TRACT
| S AFFORDED THE OPPORTUNI TY TO RECOVER AND RECEI VE H S OR HER
JUST AND EQUI TABLE SHARE OF THE HYDROCARBON RESOURCES | N THE
[ POOL] .

Sec. 61525. (1) A person shall not drill or begin the
drilling of any well for oil or gas, for secondary recovery, or a
wel |l for the disposal of salt water, or brine produced in associ-
ation with oil or gas operations or other oil field wastes, or
wells for the devel opnent of reservoirs for the storage of liquid
or gaseous hydrocarbons, until the owner directly or through his
or her authorized representatives applies to drill AND OPERATE
any such well, files with the supervisor a bond as provided in
section 61506, and receives and posts in a conspicuous place at
the location of the well a permit as provided in the rules and
requi renents or orders issued or promul gated by the supervisor
A fee of —$166-0606— $300. 00 shall be charged for a permt to drill
AND OPERATE a well subject to this part. Upon receiving and
accepting a COVPLETE AND ACCURATE written application and paynent
of the fee required, the supervisor shall within 10 days after

that date i ssue to an owner or his or her authorized
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representative a permt to drill AND OPERATE. A permt to dril
AND OPERATE shall not be issued to an owner or his or her autho-
ri zed representati ve who does not conply with the rules and

requi renents or orders issued or promul gated by the supervisor

A permt shall not be issued to an owner or his or her authorized
representative who has not conplied with or is in violation of
this part or any of the rules, requirenments, or orders issued or
promul gated by the supervisor or the departnent.

(2) The supervisor shall forward all fees received under
this section to the state treasurer for deposit in the —genrerat—
fund. —ef—the—state—

(3) THE SUPERVI SOR SHALL MAKE AVAI LABLE TO ANY PERSON, UPON
REQUEST, NOT LESS OFTEN THAN WEEKLY, THE FOLLOW NG | NFORMATI ON
PERTAI Nl NG TO APPLI CATI ONS FOR PERM TS TO DRI LL AND OPERATE:

(A) NAME AND ADDRESS OF THE APPLI CANT.

(B) LOCATI ON OF PROPCSED WELL.

(C) WELL NAME AND NUMBER

(D) PROPOSED DEPTH OF THE WELL.

(E) PROPCSED FORMATI ON.

(F) SURFACE OMNER.

(G WHETHER HYDROGEN SULFI DE GAS | S EXPECTED.

(4) THE SUPERVI SOR SHALL PROVI DE THE | NFORMATI ON UNDER SUB-
SECTION (3) TO THE COUNTY IN WHICH AN O L OR GAS WELL | S PROPCSED
TO BE LOCATED AND TO THE CI TY, VILLAGE, OR TOMNSHI P I N WH CH THE
OL OR GAS VWELL I'S PROPOCSED TO BE LOCATED | F THAT CITY, VI LLAGE,
OR TOMNSHI P HAS A POPULATION OF 70,000 OR MORE. A CTY, VILLAGE,
TOMSH P, OR COUNTY IN WHICH AN OL OR GAS WELL | S PROPCSED TO BE
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LOCATED MAY PROVI DE WRI TTEN COMVENTS AND RECOVIVENDATI ONS TO THE
SUPERVI SOR PERTAI NI NG TO APPLI CATI ONS FOR PERM TS TO DRI LL AND
OPERATE. THE SUPERVI SOR SHALL CONSI DER ALL SUCH COMVENTS AND
RECOMVENDATI ONS | N REVI EW NG THE APPLI CATI ON.
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