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ENROLLED HOUSE BILL No. 5627

AN ACT to amend 1994 PA 451, entitled “An act to protect the environment and natural resources of the state; to
codify, revise, consolidate, and classify laws relating to the environment and natural resources of the state; to regulate
the discharge of certain substances into the environment; to regulate the use of certain lands, waters, and other natural
resources of the state; to prescribe the powers and duties of certain state and local agencies and officials; to provide for
certain charges, fees, and assessments; to provide certain appropriations; to prescribe penalties and provide remedies;
to repeal certain parts of this act on a specific date; and to repeal certain acts and parts of acts,” by amending sections
61501, 61506, and 61525 (MCL 324.61501, 324.61506, and 324.61525), section 61501 as amended by 1998 PA 115 and
sections 61506 and 61525 as added by 1995 PA 57, and by adding sections 61506b and 61513a.

The People of the State of Michigan enact:

Sec. 61501. Unless the context requires a different meaning, the words defined in this section have the following
meanings when used in this part:

(a) “Department” means the department of environmental quality.

(b) “Field” means an underground reservoir or reservoirs containing oil or gas, or both. Field also includes the same
general surface area that is underlaid or appears to be underlaid by at least 1 pool. Field and pool have the same
meaning if only 1 underground reservoir is involved. However, field, unlike pool, may relate to 2 or more pools.

(¢) “Fund” means the oil and gas regulatory fund created in section 61525b.

(d) “Gas” means a mixture 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 condensation.

(e) “lllegal container” means a receptacle that contains illegal oil or gas or illegal products.

(f) “Illegal conveyance” means a conveyance by or through which illegal oil or gas or illegal products are being
transported.

(g) “llegal oil or gas” means oil or gas that has been produced by an owner or producer in violation of this part, a
rule promulgated under this part, or an order of the supervisor issued under this part.

(h) “llegal product” means a product of oil or gas or any part of a product of oil or gas that was knowingly processed
or derived in whole or in part from illegal oil or gas.

177)



(i) “Market demand” means the actual demand for oil or gas from any particular pool or field for current
requirements for current consumption and use within or outside the state, together with the demand for such amounts
as are necessary for building up or maintaining reasonable storage reserves of oil or gas or the products of oil or gas.

(J) “Oil” means natural crude oil or petroleum and other hydrocarbons, regardless of gravity, that are produced at
the well in liquid form by ordinary production methods and that are not the result of condensation of gas after it leaves
the underground reservoir.

(k) “Owner” means the person who has the right to drill a well into a pool, to produce from a pool, and to receive
and distribute the value of the production from the pool for himself or herself either individually or in combination with
others.

(I) “Pool” means an underground reservoir containing a common accumulation of oil or gas, or both. Pool includes a
productive zone of a general structure that is completely separated from any other zone in the structure, or is declared
to be a pool by the supervisor of wells.

(m) “Producer” means the operator, whether owner or not, of a well or wells capable of producing oil or gas or both
in paying quantities.

(n) “Product” means any commodity or thing made or manufactured from oil or gas, and all derivatives of oil or gas,
including refined crude oil, crude tops, topped crude, processed crude petroleum, residue treated crude oil, residuum,
gas oil, naphtha, distillate, gasoline, casing-head gasoline, natural gas gasoline, kerosene, benzine, wash oil, waste oil,
lubricating oil, and blends or mixtures of oil or gas or any derivatives of oil or gas whether enumerated or not.

(0) “Supervisor” or “supervisor of wells” means the department.

(p) “Tender” means a permit or certificate of clearance, approved and issued or registered under the authority of
the supervisor, for the transportation of oil or gas or products.

(q) “Waste” in addition to its ordinary meaning includes all of the following:

(i) “Underground waste”, as those words are generally understood in the oil business, and including all of the
following:

(A) The inefficient, excessive, or improper use or dissipation of the reservoir energy, including gas energy and water
drive, of any pool, and the locating, spacing, drilling, equipping, operating, or producing of a well or wells in a manner
to reduce or tend to reduce the total quantity of oil or gas ultimately recoverable from any pool.

(B) Unreasonable damage to underground fresh or mineral waters, natural brines, or other mineral deposits from
operations for the discovery, development, and production and handling of oil or gas.

(ii) “Surface waste”, as those words are generally understood in the oil business, and including all of the following:

(A) The unnecessary or excessive surface loss or destruction without beneficial use, however caused, of gas, oil, or
other product, but including the loss or destruction, without beneficial use, resulting from evaporation, seepage,
leakage, or fire, especially a loss or destruction incident to or resulting from the manner of spacing, equipping,
operating, or producing a well or wells, or incident to or resulting from inefficient storage or handling of oil.

(B) The unnecessary damage to or destruction of the surface; soils; animal, fish, or aquatic life; property; or other
environmental values from or by oil and gas operations.

(C) The unnecessary endangerment of public health, safety, or welfare from or by oil and gas operations.
(D) The drilling of unnecessary wells.

(iii) “Market waste”, which includes the production of oil 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 prohibited by this part. To that end, acting directly or through
his or her authorized representatives, the supervisor is specifically empowered to do all of the following:

(a) To promulgate and enforce rules, issue orders and instructions necessary to enforce the rules, and do whatever
may be necessary with respect to the subject matter stated in this part to implement this part, whether or not indicated,
specified, or enumerated in this or any other section of this part.

(b) To collect data to make inspections, studies, and investigations; to examine properties, leases, papers, books, and
records as necessary to the purposes of this part; to examine, check, and test and gauge oil and gas wells and tanks,
plants, refineries, and all means and modes of transportation and equipment; to hold hearings; and to provide for the
keeping of records and making of reports, and for the checking of the accuracy 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 means as to prevent the escape of oil or gas out of 1 stratum into
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 lakes and streams and the Great Lakes and connecting waters, and valuable brines by oil, gas,
or other waters, to prevent the escape of oil, gas, or water into workable coal or other mineral deposits; to require the



disposal of salt water and brines and oily wastes produced incidental to oil and gas operations in a manner and by
methods and means 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 showing locations of all wells subject to this part, and the keeping and filing of logs,
well samples, and drilling, testing, and operating records or reports. All well data and samples furnished to the
supervisor as required in this part, upon written request of the owner of the well, shall be held confidential for 90 days
after the completion of drilling and shall not be open to public inspection except by written consent of the owner.

(e) To prevent the drowning by water of any stratum or part of the stratum capable of producing oil or gas, or both
oil and gas, and to prevent the premature and irregular encroachment of water, or any other kind of water
encroachment, that reduces or tends to reduce the total ultimate recovery of oil or gas, or both oil or gas, from any pool.

(f) To prevent fires or explosions.

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

(h) To regulate the mechanical, physical, and chemical treatment of wells.

(i) To regulate the secondary recovery methods of oil and gas, including pulling or creating a vacuum and the
introduction of gas, air, water, and other substances into the producing formations.

(J) To fix the spacing of wells and to regulate the production from the wells.
(k) To require the operation of wells with efficient gas-oil ratios and to establish the ratios.

() To require by written notice or citation immediate suspension of any operation or practice and the prompt
correction of any condition found to exist that causes or results or threatens to cause or result in waste.

(m) To require, either generally or in or from particular 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 producing leases, properties, and wells.

(o) To promulgate rules or issue orders for the classifications 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 the development of reservoirs for the storage of liquid or gaseous hydrocarbons, or for other means of development,
extraction, or production of hydrocarbons.

(p) To require the filing of an adequate surety, security, or cash bonds of owners, producers, operators, or their
authorized representatives in such reasonable form, condition, term, and amount as will ensure compliance with this
part and with the rules promulgated or orders issued under this part and to provide for the release of the surety,
security, or cash bonds.

(q) To require the immediate suspension of drilling or other well operations if there exists a threat to public health
or safety.

(r) To require a person applying for a permit to drill and operate any well regulated by this part to file a complete
and accurate written application on a form prescribed by the supervisor.

(s) To require the posting of safety signs and the installation of fences, gates, or other safety measures if there exists
a threat to public health, safety, or property.

(t) To prevent regular or recurring nuisance noise or regular or recurring nuisance odor in the exploration for or
development, production or handling of oil and gas.

Sec. 61506b. (1) Except as provided in subsections (2) and (3), beginning on the effective date of this section, the
supervisor shall not issue a permit for or authorize the drilling of an oil or gas well if both of the following apply:

(a) The well is located within 450 feet of a residential building.
(b) The residential building is located in a city or township with a population of 70,000 or more.

(2) The supervisor may grant a waiver from the requirement of subsection (1)(a) if the clerk of the city, village, or
township in which the proposed well is located has been notified of the application for a permit for the proposed well
and if either of the following conditions is met:

(a) The owner or owners of all residential buildings located within 450 feet of the proposed well give written consent.

(b) The supervisor determines, pursuant to a public hearing held before the waiver is granted, that the proposed
well location will not cause waste and there is no reasonable alternative for the location of the well that will allow the
oil and gas rights holder to develop the oil and gas.

(3) Subsection (1) does not apply to a well utilized for the injection, withdrawal, and observation of the storage of
natural gas pursuant to this part.



Sec. 61513a. The supervisor shall not require the pooling of state owned properties or parts of properties under
section 61513 if the state provides for the orderly development of state owned hydrocarbon resources through an oil and
gas leasing program and the supervisor determines the owner of each tract is afforded the opportunity to recover and
receive his or her just and equitable share of the hydrocarbon resources in 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
well for the disposal of salt water, or brine produced in association with oil or gas operations or other oil field wastes,
or wells for the development 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 requirements or orders issued or promulgated by the supervisor. A fee of $300.00 shall be
charged for a permit to drill and operate a well subject to this part. Upon receiving and accepting a complete and
accurate written application and payment of the fee required, the supervisor shall within 10 days after that date issue
to an owner or his or her authorized representative a permit to drill and operate. A permit to drill and operate shall not
be issued to an owner or his or her authorized representative who does not comply with the rules and requirements or
orders issued or promulgated by the supervisor. A permit shall not be issued to an owner or his or her authorized
representative who has not complied with or is in violation of this part or any of the rules, requirements, or orders
issued or promulgated by the supervisor or the department.

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

(3) The supervisor shall make available to any person, upon request, not less often than weekly, the following
information pertaining to applications for permits to drill and operate:

(a) Name and address of the applicant.

(b) Location of proposed well.

(c) Well name and number.

(d) Proposed depth of the well.

(e) Proposed formation.

(f) Surface owner.

(g) Whether hydrogen sulfide gas is expected.

(4) The supervisor shall provide the information under subsection (3) to the county in which an oil or gas well is
proposed to be located and to the city, village, or township in which the oil or gas well is proposed to be located if that
city, village, or township has a population of 70,000 or more. A city, village, township, or county in which an oil or gas
well is proposed to be located may provide written comments and recommendations to the supervisor pertaining to
applications for permits to drill and operate. The supervisor shall consider all such comments and recommendations in
reviewing the application.

This act is ordered to take immediate effect.

Clerk of the House of Representatives.

Secretary of the Senate.

Approved

Governor.



