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glagfea g>tate Hegisdature
State Capitol, Room 124

RRSE,' in Bl Juneau, AK 99801-1182

Rep. Carl Gatto Co-Chairs

Rep. Mary Kapsner Rep. Ralph Samuels

Rep. Gabrielle LeDoux (907) 465-2095 fax: 465-3810
' Rep. Jay Ramras

R B o (907) 465-3004 fax: 465-2070

Rep. Paul Seaton

1y o it ftetfourtcK Committee
FAX

Please deliver the following pages to: Legis. Legal
Fm: Staff, Resources Comnii

Fax #: 2029 Total number of pages incl. ding cover:

Date: 3/23/05 2:29 PM

Re: HB 197 24-LS0664\G

Please amend the above referenced resolution and return in final as the RES CS.
Page 3, lines 13-14

Delete “or refined petroleum products”

Page 4 ,1,ine 7-8

Delete “or refined petroleum products”

Page 4, Line 1

Insert “to” to read ...oil to the ground surface.

The information contained in this fax is CONFIDENTIaL and/or privileged. This fax is intended to be reviewed initially by only the
individual named above. If the reader of this transmittal page is not the intended recipient or a representative of the intended
recipient, you are herepy notified that any leview, dissemination, or copying of this fax or the Information contained herein is
prohibited. If you f ave received this fax in error, please immediately notify the sender by telephone and return this fax to the sender

at the above anrru s.

Thank you
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Wasilla, Alaska 99654
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Fax (907) 373-4729

ALASKA STATE LEGISLATURE

Fax

REPRESENTATIVE VIC ICOHRING
DISTRICT 14

House Bill 197
Sponsor statement

House Bill 197 clarifies the Department of Environmental
Conservation’s (DEC) authority to exempt gas exploration wells and
production facilities from oil discharge prevention and contingency plans
(“C-Plans™).  The legislation also removes the industry's burden of
financial responsibility required of wells that do not pose an oil spill
threat.

HB 197 fixes the unintended consequences of last year's HB 531.
That legislation, in part, limited previous exemptions for gas exploration
and production facilities for all shallow natural gas facilities to a narrow
exemption for "non conventional gas wells." The problem HB 197 seeks
to correct relates to the new definition of “non conventional gas." which
HB 531 defined as “coal bed methane, gas contained in shales or gas

hydrates."

Benefits of HB 197 include permitting DEC to focus its resources
on the rc/iew of C-Plans and proof of financial responsibility for those
gas exploration facilities that could potentially incur an oil spill. It also
gives DEC authority to conduct inspections the Legislature directed when
it changed the contingency plan review reneu'cd requirement from Lhree to
five years. In addition, the bill relieves industry from unnecessary
financial costs associated with preparing and implementing oil spill
contingency plans for gas exploration facilities where no threat of an oil
release spill exists. Lastly, HB 197 relieves industry from the costs
involving demonstrating proof of financial responsibility in response to oil
spills at gas exploration facilities, where no threat of spills exist.

E-Mail Repr«;entative Vic Kohnr.gft'lcgis ak ui ¢ Tl F'tt Dunn®, Seau tYtai Found i$IV) itrS ')8e>

Sesstirt

State Capitol Building
Juneau, Alaska 99801-1182

(907) 465-2136
(91/7) 465-3318



HB 197 -Sections? A nalysis

HB 197 clarifies DEC'S authority to exempt natural gas exploration wells
that do not pose a threat of an oil spill from the contingency plan and
proof of financial responsibility requirements. HB 197 corrects an
unintended consequence of H3 531, adopted in May 2004, that narrowed
of one of the exemptions for natural gas exploration and production
facilities from a broad exemption for all shallow natural gas facilities to a
narrow exemption for nonconventional gas wells. The 2004 legislation
defined “nonconventional gas" as only “coal bed methane, gas contained

in shales or gas hydrates."

HB 197 repeals the “nonconventional gas” provisions in AS 46.04.030(b)
and AS 46.04.040(b)(3)(A) and replaces them with a broader exemption in
AS 46.04.050(c). The new exemption would be for all natural gas
exploration wells that the Alaska 03 and Gas Conservation Commission
(AOGCC) determines that “evidence demonstrates with reasonable
certainty . . . will not penetrate a formation capable of flowing ofl to the

ground surface."

Section 1. Creates a new authorization in AS 31.05.030(1) for the AOGCC
to evaluate the likelihood that a well at a natural gas exploration facility
may penetrate a formation capable of flowing oil to the ground surface. If
the commission determines that evidence demonstrates with reasonable
certainty that a well at a natural gps exploration facility will not

penetrate a formation capable of (lowing oil to the ground surface, it shall
report its determination to DEC. Section 6 repeals the 2004 language
authorizing AOGCC to make exception determinations for
nonconventional gas wells since that authority is replaced by the new
authority in section 1 (AS 31.05.0300)1.

Section 2. Repeals the existing c-plan exemption for nonconventional gas
wells and replaces it with a broader exemption in section 5 by creating a
new subsection (c) in AS 46.04.050 (exemptions).

Section 3. Repeals the $25,000 financial responsibility requirement for
nonconventional gas onshore exploration facilities. Natural gas facilities
wou'd only be required to have financial responsibility under

AS 46.04.040 if the wells could penetrate a formation capable of flowing
oil to the surface. At which point, they would be required to have $1
million in financial responsibility as an onshore oil exploration facility.

Section 4. Clarifies the existing exemption for "natural gas production
facilities” and 'natural gas terminal facilities." Makes clear that the
exemption is not lost unless the facility produces, stores or transports
natural gas in combination with crude oil or the facility would qualify as

M arch 15, 2005
SECTIONAL



an oil terminal facility with storage capacity above 5,000 barrels of crude
oil or 10,000 barrels of noncrude oil.

Section 5. A new subsection to the c-plan and financial responsibility
exemptions would exempt a natural gas exploration facility if the AOGCC
determines under AS 31.05.030(1) that evidence obtained through
evaluation demonstrates with reasonable certainty that all of the
exploration wells at the facility will not penetrate a formation capable of
flowing oil to the ground surface. Ifthe AOGCC cannot make that
determination for all oi the wells at the exploration facility, the facility
would not be exempted. Similarly, if the drilling of a well does penetrate
such a formation a c-plan and financial responsibility would be required.

A new subsection (c) is added to define the term "natural gas exploration
facility” with similar exceptions to the exemption if the facility explores,
produces, stores or transports natural g”s in combination with crude oil
or ifit qualifies as a regulated oil terminal facility.

Section 6. Repeals the AOCCC nonconventional gas finding provision
that is replaced by new AS 31.05.0300) and removes the definition of
nonconventional gas from AS 46.04.900 since it is no longer used in

Chapter 4 of Title 46.

March 15, 2005 2



FISCAL NOTE

2005 LEGISLATIVE SESSION &l \ersian: HB 197
ORblish Date:
Revision Date/Time (Note if correction): Dept. Affected: Environ nental Conservation
Title Related to oil discharge prevention  contingency RDU Soill Prevention and i
plans for certain natural gas exptoraJon facilities ~ Component Industry Preparedi

Sponsor House Oil « Gas Committee Pipeline Operations

Requester House Oil & Gas Committee Component No. 1922

Expenditures/Revenues (Thousands of Dollars)

Note: Amounts do not include inflation unless oihffwesi noted below

IOPERATING EXPENDITURES FY 2016  FT 20 FY 200 FY 2008~ FY 2010 FY 2011

Personal Services 0J .

Travel ab m

Contractual &0 00

Supplies 00 00

Equipment 00 00

Land & Structures QQ 00

Grants & Claims 00 0J

Miscellaneous 00 0B
TOTAL OPERATING u at

[CAPITAL EXPENDITURES

ICHANGE IN REVENUES ( ) f

FUND SOURCE (Thousands of Doll

1002 Federal Receipts 0-0 (D . 00

1003 GF Match 00 0.0 0.0

1004 GF aiT 0.0 00

1005 GF/Program Receipts 0.0 as

1037 GF/Mental Health 00 0.0 00

Other (Specify Type-Do not abbicMate) 00 0.0 ao

TOTAL (10 0.0 00
Estimate of any current year (FY2005) cost: 0.0
Mark this box {X) if funding for this bill is included in the Governor's FY 2006 budget proposal:

POSITIONS

Full-time 0 g g g 0 O
Part-time 0 0

Temporary a 0 b
ANALYSIS: (Attach a separate page if necessary#

This bill will not have a financial impact on the department it clarifies DEC'S authority to exempt natural

gas exploration wells (that do not pose a threat of an oil spill) from contingency plan and proof of friandal
responsibility requirements. Itcorrects an untilended consequence of HB531 passed in May. 2004, which,
in part, narrowed the scope of that exemption fc-we the pre-existing broad exemption for all shadow natural
gas facilities, to a narrower exemption for "rwnconventional gas" wells, defined as strictly "coal betf
methane, gas contained in shales or gas hydrates". This bill repeals the V,unconventional gas" definition in
applicable DEC contingency plan statutes AS 46.04.030(h) and 040(b)(.ij(A) and replaces itwith broader
exemption language restated in AS 46.04.050(<:) f0 I' those natural gas exploration wells the AOGCC
determines will not penetrate a formation capable of flowing oil to the ground surface.”

Prepared by:  Larry Dietrick, Director Phone 465-5250
Division Spill Prevention and Response o A er Date/Time 3/14/053:41 PM
Approved by:  Kurt Fredriksson, Acting Commissioner C A3 U v M

Agency Department of Environmental cwiservation [ m—

(Rtvtsed VV23/2004 OMB)

FISCAL
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OVERVIEW DOCUMENT
Natural Gas Facility Exemption from
DEC Contingency Plan Requirements

This hill clarifies DEC’s authority to exempt natural gas exploration wells - that do not
poae a il real of an oil spill - from con’mgency plan and proof of financial responsibility
requirements. It corrects an unintended consequence of HB 531, which passed the
Legislature in May, 2004. That bill, in part, narrowed the scope of an exe mption (for
natural gas exploration and production facilities) from the preexisting broad exemption
for all shallow natural gas facilities, to a narrow exemption for ‘noncom cntional gas'
wells. The problem stems from the HB 531 definition of 'nonconventional gas’ as
strictly, “coal bed methane, gas contained in shales or gas hydrates.”

Benefits of the Legislation.

» Allows DEC to focus its resources on the review of c-plans and proof of financial
responsibility for those natural gas exploration facilities that could potentially
threaten the environment with oil spills; and

* Ensures that DEC can conduct the additional inspections and drills that the
Legislature envisioned would be nufxmt d when it changed the contingency plan
review renewal requirement from three to five years;

» Relieves industry from the unnecessary financial costs and schedule impacts of
preparing and implementing oil spill contingency plans for natural gas exploration
facilities where there is not a threat of an oil release from the well; and

0 Relieves industry from the unnecessary cost of demonstrating proof of financial
responsibility (i.e. insurance, bonds or letters of credit) to respond to oil spills at
natural gas exploration facilities where there is not a threat of an oil release from the

well.

The "fix" proposed through this bill repeals the “nonconventional gas" provisions in
applicable DEC contingency plan and financial responsibility stautes —AS 46.04.030(b)
and .040(b)(3)(A) —and replaces them with broader exemption language restated in

AS 46.04.050(c) for those natural gas exploration wells tnat the AOGCC determines the
evidence “demonstrates with reasonable certainty... will not penetrate a formation
capable of flowing oil to the ground surface.”

DEC haa used its existing authority in AS 46.04.050(b) for natural gas production wells
to exempt natural gas exploration wells where there is sufficient geological information
to determine that the wells will not penetrate a formation capable of flowing oil to the
surface. In consultation with AOGCC, DEC has determined such wells to be natural gas
production facilities under .050(b) even if sufficient information is unavailable to
quantify their commercial potential as development wells. This bill would clarify DEC’s
existing exemption authority in AS 46.04.050(b) by exempting all natural gas exploration
wells that arc not capable of causing an oil spill from the c-plan and financial
responsibility requirements. Sec 5.

BACKGROUND



EPA Deep Wells (Class 1)

What is the
UIC program?

Critical Initiatives

Classes of
Injection Wolls

Class |

Class I
Class llI
Class IV
Class V

State UIC Programs

Regul..l'ors &
Guidv -e

http: www.epa.gov.salewater/dic/classi.html

Paga 1o0i A

U.S. Environment*1 Protection Agency

Underground Injection Control Program

Recent Additions 1Cuocact U» | Prirt Version ~ Search: | 03

EPA Home > /Vjtec > Ground Water 4 Drinking Water > Underground Inlection Control Program >
Classes of Inlecfion Weth > Deep Wefts (Class )

Deep Wells (Class 1)

a EPA has completed and submitted to Congress a study of Class | wefts that

3

describes the current Ctass t L'iC Program, documents past compliance incidents
involving Class | wefls, and summarizes studies of human health risks associated
with Class | injection conducted for past regulatory efforts and policy
documentation. Read Class | Underground Injection Control Program: Study of
the Risks Associated with Class | Underground Injection Wells [PDF fife] (EPA
816-R-01-0071March 2001).

Class linjection wet facilities dispose of industrial hazardous, industrial
nonhazardous and municipal (non-hazardous) waste.

There are 272 active Ctass | injection facilities nationwide. Of these, 51 are
hazardous and 221 are non-hazardous. These 272 facilities maintain
approximately 529 Class | injection wells that are scattered throughout the US in
19 states. The greatest concentration are located in the Gulf Coast, Great Lakes
and the Floridian peninsular geographical regions.

Class | welts are mainly used in the following industries.

Petroleum Refining,

Metal Production,
Chemical ProducJon.
Pharmaceutical Production,
Commercial Disposal,
Municipal Disposal and
Food Production.

O 0O o0 oo oo

Class | injection wets are sited such that they inject below the lowermost USDW
and a confining zone above an injection zone. Injection zone resetvocrs typically
range in depth from 1,700 to over 10,000 feet below the surface.

Hazardous Waste Injection Wells
Injection of hazardous waste into deep wells began in the United States in the 1960s. A»

that time, the chemical industry was looking for a safe, relatively inexpensive method for
disposing of high volumes of waste that could be considered toxic. Technology was
borrowed from the oil and gas industry to develop this new form of disposal

There are 163 Class | hazardous waste injection wells located at 51 facilities.
Most are found in Texas (78) and Louisiana (18). Eleven of the facilities are
commercial hazardous waste injection facilities. These are the only facilities that
can accept hazardous waste generated offsite for injection. Ten of them are
located in the Guff Coast region while one is locatec in the Great Lakes region

Hazardous and Solid Waste Amendments to RCRA made UIC regulations (1988)
more stringent for Class | hazardous wells. This resulted in strict no-migration

standards and a petition approval process for continued operation of the wells. Of
the 51 Class | hazardous waste facilities, 47 have approved no-migration petitions
that cover 123 wells. To receive a no-migration petition the facility must be able to

i/i



cr/\ ueep wens |Uass 1) Page 2 of 2

demonstrate that injected waste will not impact the biosphere (ground water or
surface water) for 10,000 years.

UIC Class | Deep/High Technology
Hazardous Waste

31 No HW W eis
'H 1-10 HW Wells

r.33 11-20 HW Wells

SCIl »70 HWWells

Non-Hazardous Waste Injection Wells

Non-hazardous deep injection wells have to meet ail the technical requirements of
hazardous waste wells. These wells inject industrial, low radiation and municipal wastes.
Some States include some mining wells in this group and require the operators of these
wells ot meet ali the requirements of other deep wells.

¢ There are 366 Class | non-hazardous injection wells nationwide. While these
wells are scattered through 19 states, most of them are found in the sl!ates of
Florida (112) and Texas (110).

* Florida is the only state with Class | municipal waste disposal wells (104).

You will need Adobe Acrobat Reader to view the Adobe PDF files on this
page. See EPA's PDF page for more information about getting and using
the free Acrobat Reader.

SatewaierH&rne | About Our Office | Publications | Calendar | Links | Office of Yyalsf | En Espa/tol

EPA Home | Privacy and security N 010 | Contact us

Last updated on Monday, February 14*1, 2005
URL: http;//www.epa.gov/safewatcfAic/dassi html

"WMWV.epa.gov/safcwatcr/uic/classi.html 3/15/2005
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EPA Oil and Gas Injection Wells (Class II) rage ior Z

What is the
UIC program™

Critical Initiatives

Classes of
Injection Wells
Class |
Class |l
Ctass Il
Class IV
Class V

State UIC Programs

Regulations &
Guidance

U.S. Environment*! Protection Agency
Underground Injection Control Fjﬁg_ogram
)

Recent Additions | Contact Us | Prior Version  Search:

EPAHe ' > jite >Ground Waters DrinJgnaWaifif > Underaiound |
i> Oland Gas Injection Wells (Class Il)

Oil and Gas Injection Wells (Class I)

The oil and gas production industry accounts for a large proportion of the fluids injected ir
the subsurface. Typicafly. when oi and gas are extracted, large amounts of salt water (bri
are also brought to the surface. This salt water can be very damaging if it is discharged in
surface water. Instead, aM states require that this brine be injected Into formations similar
those from which it was extracted. Over 2 billion gallons of brine are injected daily into
injection wells in the US.

The largest proportion of these brines are injected into formations that containtrace portic
of extractable oil aid gas. Injection of the brine can have the effect of enhancing product
of oil and gas from the formations, thus secondary recovery of oil and gas depends heavii
on injection. Furthermore, when States started to implement rules that prevented the disp
of brine to surface water bodies and soils, injection of this waste fluid became the prevale

form of disposal.

Class Il wells exist wherever there is production of oil and gas. There are approximately
167,000 oil and gas injection wells in the US, most of which are used for the secondary
recovery of oil. In this process water is pumped into the formation that contains some
residual hydrocarbons. A portion of the hydorcarbons are recovered, along with the injec
water, by extraction or production welts. In a common configuration, one injection well is
surrounded by 4 or more extraction wells. The recovered fluid is treated to remove most *
the hydrocarbons in a device called a separator. Tne other type of oil and gas injection wi
a disposal well. In this type of well, excess fluids from production and some other ictivitie
directly related to the production process are ir jeted solely for the purpose of disposal.

Ciass Il wells have to follow strict construction and cor,version standards except when
historical practices in the State and geology allow for different standards. A Ctass Il well tl
follows EPA federal standards is buiM very much the same as a deep or Ctass | well. In 1<
Congress added Section 1425 to the Safe Drinking Water Act, that controls underground
injection, relieving Ctass flwell programs in the States from having to meet the 'echnical
requirements in the UIC regulations. Instead, they can make a demonstration that the Sta
has an '... effective program (including adequate record-keeping and reporting) to proven
underground injection which endangers drinking water sources."

Most of lhe oil and gas injection wells are located .n the Southwest, with Texas having the
largest njmber (53,000) and California, Oklahi ma and Kansas following some distance
behind with 25,000, 22,000 and 15,000 wells respectively.

http://www.cpa.eov/safewater/uic/classii.htm! 3/15/2005
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DEPAPTMENT OF LAW 10)1 WEST4m AVENUE, SUITE 100
OFFICE OF THE ATTORNEY GENERAL / HOME: (Gunzmeaar
March 22,2006
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Asgfstant Attorney General




