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2003 SENATE STANDING COMMITTEE MINUTES 

BILIJRESOLUTION NO. SB 2125 

Senate Natural Resouret,S Committee 

□ Conference Committee 

Hearing Date 1-10-03 

Ta Number Side A SideB 
1 X 

Meter# 
18.4-33.0 

t----------t------c----+------•---4---------

Committee Clerk Si ature 

Minutes: 

Senator Th0ro11 Fltcber, Chairman of the Senate Natural Resources Committee opened the 

hearing on SB 2125~ relating to confiscation by the state of well-site equipment and salable oil. 

All committee members were present. 

Lynn ReiMI· Direotor of the ND Oil & Gas Division of the Industrial Commission testified in 

favor of SB 2125. (See attached testimony), 

Senator John Traynor asked if had ever been any objections from the owner of the production 

property equipment when it is confiscated. 

Lynn 8!Jm1 responded that there was only one occasion when an owrter appeared at the hearing 

and testified that they were amenable to the confiscation. 

Senator Traynor asked what kind of notice is given for the confiscation, 

Lynn Belg answered that a personal notice is given by registered mail. it is published in the 

-~) county newspaper along with the Bismarck Tribune all within IS day prior to the hearing date. 
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Page2 
Senate Natural Resources Committee 
Bill/Resolution Nwnber SB 2125 
Hearing Date 1 .. 10-03 

Senator Layton Frebora inquired that if a fonner owner has sold the property and also the 

obligation to plug the well, why are the fonner owners included in the bill. Do they really have 

an obligation if they sold that well and transferred that responsibility, 

Lynn B!lm■ 11nswered that their obligation ended when they were released from the bond and 

the new operator was placed on the bondt however, it is when the former owner has retained an 

interest in the equipment on the well that the commission feels that the fonner owner does have 

an obligation to throw that equipment in for the plugging mix 

Senator Stanley Lyson stated he understood that oil that was in a storage tank must be 

confiscated but if this oil is taken, is it written any place that the owners of the oil under lease 

will receive their share or royalties. 

Lynn Delma responded that there at this time there is nothing in writing and maybe this should 

be addressed by amending the bill to be only the working interest owner's share of salable oil be 

confiscated . 

Senator Joel Heitkam,p asked who detennines the level of the bond and that any bond he has 

ever worked with has to equal to the amount of the contract or work that is being done, so why 

would the bond be insufficient requiring the confication. 

Lynn Helm1 answered the bond levels are set hl the administrative rules and are reviewed every 

couple of years to make sure that they are comparable to our neighboring states. He further said 

that our bonding rates are higher than most states but not to the level that would put North 

Dakota at a competitive disadvantage. 

Senator Fischer asked for any testimony in opposition to SB 2125. 

Senator Fischer asked for and neutral testimony on SB 2125. 
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Page3 
Senate Natural Resources Committee 
Bill/Resolution Number SB 2125 

~ Hearing Date 1-10-03 
I 

Ron Ne11. Executive Director the North Dakota Petroleum Council testified that they have 

monitored SB 2125 with Industrial Commission and the Oil and Oas Division and agreed that 

Senator Lyson had an excellent recommendation, but the only concern was not to leave the 

owner's royalty share of oil be left on site for later cleanup. He also responded to Senator 

Heitkamp concerns to the bond levels saying that there were adjustments made to bond levels in 

2000-2001. The legislature also passed legislation regarding the amount allowable that can be 

carried forward in the fund of operators moneys by the Industrial Commission to insure 

cleanups, 

Senator :tlumer olosed the hearing on SB 2125. 

Senator Lmn asked that SB 2125 will be held over until an amendment can be drawn up 

O regarding the royalty share of the confiscated oil, 
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2003 SENATE STANDING COMMITTEE MINUTES 

BILIJRESOLUTION NO, SB 2125 

Senate Natural Resources Committee 

□ Conference Committee 

Hearing Date 1-17-03 Discussion and Action 

Ta eNumber Side A SideB Meter# 
1 X 10.9 .. 15.1 

Committee Clerk Si 

Minutes: 

) Senator Thomas Fischer, Chainnan of the Senate Natural Resources opened discussion of SB 
.. ,...,..,.,; 

212S. 

All members of the committee were present except Senator Joel Heitkamp. 

Further written infonnation and an amendment that h,id been requested ofLYll,&"l I-folms (Director 

of the ND Oil & Gas Division of the Industrial Commission) was given to the committee. 

After reading the information Senator Stanley Lyson st61ted he understood the intent of Mr. 

Helms. 

Senator Lyson made a motion to accept the amendment ,submitted by the Oil & Oas Division. 

Senator Layton Frebore second the motion . 

.S.,nator Fischer (13.0) questioned if this amendment would initiate a lengthy process in order to 

clean up a small amount of oil. 
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Page2 
Senl\te Natural Resources Committee 
BiJl/Reso]ution Number SB 212S 
Hearing Date 1-17-03 

Senator Lyson felt the amendment covers the issue by stating "salable amount of oil". Also 

there is a lipe in the amendment stating "detennining the mineral owners and their royalties 

interest, the commission may rely upon the most recent division order it is able to obtain°, 

should also take care of any questions and eliminate title research. 

Senator Fischer called for roll vote #1 of the amendment as submitted by the Oil & Oas 

Division. 

The roll vote indicated 6 YA YS, 0 NAYS AND 1 ABSENT. 

Senator Frebor& made the motion for a DO PASS as Amended of SB 2125. 

Senator Every second the motion. 

Roll vote #2 was taken indicating 6 YA YS, 0 NAYS AND 1 ABSENT. 

Senator Lyson witt carry SB 2125. 

Senatqr Fischer closed the meeting on SB 2125. 
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2003 SENATE STANDING COMMITTEE MINUTES 

BILIJRESOLUTION NO. SB 2125 

Senate Natural Resources Committee 

□ Conference Committee 

Hearing Date 1-30-03 Discussion and action 

Ta Number Side A SideB 
1 X 

X 

Committee Clerk Si 

Minutes: 

Meter# 
0.8 - 2.3 
1.3 - 2.2 

Senator Thomas Fischer. Chainnan, brought the Senate Natural Resources Committee to order. 

Attendance was taken indicating all members of the committee were present. 

.5.!\nator Fischer opened discussion on SB 2125. He explained that because there is a continual 

appropriation on the bill it should not have it stated in the amendment as it is, 

Senator Joel lhitkamp made the motion to amend SB 2125 to remove on Page 1, Line 2 , "and 

to provide an appropriationu 

Senator Ben Tellefson second the motion. 

Roll call vote indicating 7 YEAS, 0 NA VS, ANDO ABSENT OR NOT VOTING. 

Discussion was closed on SB 2125. 

Senator Thom11 Fischer ( Side B, 1.3) reopened discussion on SB 2125. 
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Page2 
Senate Natural Resources Committee 
Bill/Resolution Number SB 212S 
Hearing Date 1-30-03 

Senator Fischer annoWlced to the committee that more had to be done on the bill as the 

committee had amended the SB 2125, but action needed to be taken. 

Senator Ben Tollefson made a motion for a DO PASS a.CJ Amended of SB 2125, 

Senator John Traynor second the motion. 

Koll call vote was taken indicating 7 YEAS, 0 NA VS ANDO ABSENT OR NOT VOTING. 

Senator Stanley Lyson will carry SB 2125 to the Senate floor. 
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2003 SENATE STANDING COMMITTEE MINUTES 

BILURESOLUTION NO. SB 2125 

Senate Natural Resources Committee 

□ Conference Committee 

Hearing Date 2-6-03 Reconsideration and Action 

Ta Number Side A SideB 
1 X 
2 X 

Committee Clerk Si 

Minutes: 

Meter# 
27.7 - 31.7 

Senator Thom,- Escher, Chairman of the Senate Natural Resources Committee reopened 

discussion on SB 2125. 

All members of the committee were present except Senator John Traynor 

25.9 

.s.mtator Fischer stated that SB 2125 needed to be reconsidered because the Legislative Council 

felt the amendment needed to include the "and to provide an appropriation" segment. 

Senator Joel Heitkamp made a motion to reconsider action on SB 2125. 

Senator Michael Every second the motion, 

A voice vote was taken with all members indicating yes. 

Senator Heitkamp made a motion to amend SB 2125 with Amendment 38105.0101. 

Senator Even second the motion. 

Roll call vote #1 was taken indicating 6 YEAS, 0 NAYS AND 1 ABSENT OR NOT VOTING. 

Senator Stanley Lyson made a motion for Do Pass as Amended of SD 2125, 
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Senate Natural Resources Committee 
Bill/Resolution Number SB 212S 
Hearing Date 2-6 .. 03 

Senator Btltkaam second the motion. 

Roll call vote #2 was taken indicating 6 YEAS, 0 NAYS AND 1 ABSENT OR NOT VOTING, 

Senator Fi,cher closed the discussion on SB 2125. 

Senator Thomu Fischer reopened the discussion on SB 2125 stating action has already been 

taken on the bill but needs to be rereferred to Appropriations along with SB 2280 and 2227. 

Senator Layton Frebora made a motion for a Do Pass as Amended and Rereferred to 

Appropriations of SB 2125 

Senator Ben Tollefson second the motion. 

Rott call vote was taken indicating 7 YEAS, 0 NAYS AND 0 ABSENT OR NOT VOTING. 
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Amendment to: SB 2125 

FISCAL NOTE 
Requ11tad by Leglslatlve CounoU 

02/10/2003 

1 A. State fiscal effect: Identify the state fiscal effeot and the flsoal effeot on agenoy appropriations compared to 
~ dl t I d rl t I J d d un ng eves an approp, at ons ant 01pate un er current law. 

2001-2003 Blennlu1n 2003-2005 Biennium 2005-2007 Biennium 
General other Funds General other Funds General other Funds 

Fund Fund Fund 
Revenues $0 $0 $C $0 $0 so 
Expenditures $0 $0 $0 $0 $0 $0 
Appropriations $0 $0 $0 SC $0 $0 

1 B, Countv. city, and school district fiscal effect: Identify the fiscal effect on the aJJt,roprlate oolltlca/ subdivision, 
2001 .. 2003 Biennium 2003•2005 Biennium 2005-2007 Biennium 

School School School 
Counties Cities Districts Counties Cities Districts Counties Cities Dlatrtcts 

$( $C $( SC $0 $0 $0 $C 

2, Narrative: Identify the aspects of the measure which cause fiscal Impact and Include any comments relevant to 
your analysis. 

There Is no fiscal Impact to the State, counties or political subdivisions other than what Is currently permitted under 
law, 

3, State fiscal effec,t dttall: For Information shown under state fiscal effect In 1A please: 
A. Revenues: Explain the revenue amounts. Provide deta/1, when appropriate, for each revenue type and 

fund affected and any amounts Included In the executive budget. 

B, Expenditures: Explain the expenditure amounts. Provide detall, when appropriate, for each agency, line 
Item, and fund affected and the number of FTE positions affected. 

c, Approprfatlons: Exp/sin the appropriation amounts. Provide detail, when appropriate, of the effect on 
the biennial approprlat/cm for each agency and fund affected and any amounts Included In the executive 
budget, Indicate the relationship between the amounts shown for expenditures and appropriations. 

Name: Karlene K. Fine Agency: Industrial Commission 
Phone Number: 328-3722 Date Prepared: 02/10/2003 
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BIii/Resolution No.: SB 2125 

FISCAL NOTE 
Requested by Leglslatlve Council 

01/03/2003 

1A. State fiscal effect: Identify the state fiscal effect and the fiscal effect on agenoy appropriations compared to 
fudl, / d ntt Iii td d t n na eves an afJJJrop, a ons an 01pa e un er cu,rent aw. 

2001 ·2003 Biennium 2003·2005 Biennium 2005-2007 Biennium 
General other Funds General other Funds General other Fund• 

Fund Fund Fund 
Revenues $( $0 $G $0 $C $0 
Expenditures $C $( $0 $( $C $0 
Appropriations $0 $C $( $( $C $0 

1B. Coun , c and school district fiscal effect: ldentl the fiscal effect on the a ro rlate 1/tloal subdivision. 
2001 .. 2003 Biennium 2003•2005 Biennium 2005-2007 Biennium 

School School School 
Counties Cities Districts Counties Cities Districts Counties Cities Districts -----s----s·-•---.-s~ s $ s s s s 

2, NarraUve: Identify the aspects of the measure which cause fiscal Impact and include any comments relevant to 
your analysis. 

There is no fiscal impact to the State1 counties or pollitical subdivisions other than what is cuttently penttitted under law. 

3. State fiscal effect detall: For Information shown under state nscal effect In 1A, please: 
A. Revenues: Explain the revenue amounts. Provide detail, when appropriate, for each revenue type and 

fund affected and any amounts Included In the executive budget, 

B, Expenditures: Exp/sin the expenditure amounts. Provide detail, when appropriate, for each agency, tine 
Item, and fund affected and the number of FT£ positions affected, 

C. Appropriations: Explain the appropriation amounts. Provide detail, when appropriate, of the effect on 
the biennial appropriation for each agency and fund affected and any amounts Included In the executive 
budget. Indicate the relationship between the amounts shown for expenditures and appropriations. 

Name: Karlene Fine - Agency: Industrial Commission 
Phone Number: 32-3722 Date Prepared: 01/07/2003 
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Date: / - I i · 0 :,, 
Roll Call Vote #: / 

2003 SENATE ST ANDING COl\1MlTTEE ROLL CALL VOTES 
BILL/RESOLUTION NO. ~ / ,,,>.:i' 

Senate Senate Natural Resources _,.:;.;;..,;;_.::.:,~.;...___,;;..;._~----------------
0 Check here for Conference Committee 

Legislative Council Amendment Number 

Action Taken 

Committee 

Motion Made By -h; ............ MYV~---- Seconded By _'ft-+~~,:;.z;..:;..~--....... __ _ 
Senaton Yes No Senators Yes No 

Senator Thomas Fischer v - Senator Michael A. Every V 
Senator Ben TolJefson ✓ Senator Joel C. Heitkamp 
Senator Layton Freborg V 
Senator Stan]ey W. Lyson V 
Senator John T. Traynor V' 

,, 

TotaJ 

Absent 

(Yes) No fr -~4'._____ ------

FJoor Assignment 

lfthe vote JS on an amendment, briefly indicate intent: 

Tht Mfcroorlf)hfc IMtOtt, on t~f • film are 1ccur1te reproductfona of records del fvered to Modern lnformetf on Gyettt111 for 111fcroftl111fno and 
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Date: ~ / ,. / 7 "' (J .3> 
Ro)) Call Vote #: ;:2.. 

2003 SENATE STANDING COMMITTEE ROLL CALL VOTES 
BILL/RESOLUTION NO. ;;> I) '5" 

Senate Senate Natural Resources 

0 Check here for Conferen(:e Committee 

Legislative Council Amendment Number 

Action Taken 

Motion Made By ~-
Senaton Yes 

Senator Thomas Fischer v 
. Senator Ben Tollefson ✓ 
Senator Layton Freborg ✓ 
Senator Stanley W. Lyson V 
Senator John T. Traynor V' 

0a ~ 
Seconded By l~u,L ~ 

~ .. d 

No Senaton 
Senator Michael A. Every 
Senator Joel C. Heitkamo 

Committee 

Yet No 

Total 

Absent 

(Yes) ______ {p _____ No __ D ______ _ 

Floor Assignment 

If the vote is on an amendment, briefly indicate intent: 
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Date: / · .:-~ ti · ,/ 3 

RolJ Call Vote #: / 

2003 SENATE STANDING COMMITTEE ROLL CALL VOTES 
BILL/RESOLUTION NO, cJ / c)S-

Senate Senate Natural Resources 

D Check here for Conference Committee 

Legislative Council Amendment Number 

Action Taken 

Motion Made By ~ 
Senators Yes 

Senator Thomas Fischer v 
Senator Ben Tollefson ,/ 
Senator Layton Frebori v,.,. 
Senator Stanley W. Lyson ,/ 
Senator John T. Traynor I/ 

Seconded By /t>lld~) 
J 

No Senators 
Senator Michael A. Every 
Senator Joe] C, Heitkamp 

Committee 

Yes No 
v 
\.,-,..., 

-· 

Total 

Absent 

(Yes) ___ 7+--_____ No __ _...._ ______ _ 

Floor Assignment 

If the vote is on an amendment, briefly indicate intent: 

Th ' ' ' ' 
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Date: 

Roll Ca]) Vote#: 

2003 SENATE STANDING COMMITTEE ROLL CALL VOTES 
BILL/RESOLUTION NO, ;;> )dS" 

Senate Senate Natural Resources 

D Check here for Conference Committee 

Legislative Council Amendment Number 

Action Taken 

Committee 

Motion Made By .,-hj Ob D Seconded By ~T/U~~ --~---U..~~•-dr:::"----- --~,pm:.;_.-----
. 

Senators Yes No Senators Yes No 
Senator Thomas Fischer v Senator Michael A. Every ✓ 

. --
Senator Ben Tollefson v Senator Joe) C. Heitkamp V 
Senator Layton Freborg v 
Senator Stanley W. Lyson V 
Senator John T. Traynor ✓ 

·-

·- r-- ... ·-

. 

Total 

Absent 

(Yes) 7 No _ ___j,,O~---------

Floor Assignment s Q!!Mi::r Las-~YI..-' 

lfthe vote is on an amendment, briefly iudicate intent: 

'l~<i ,~Pr 
Th• lllfl)rotrlphfc flllftl en df I fl lm •r• eccuratt repr~~.;~-~t r;,rda ci";i.tvered to Modern lnformetfcn S)'att1111 for mfcroff l111lnt and 
wtrt 1flrned fn th• reoultr courat of butfnet1, The photoc,raphfc proceaa meets 1tandar~a of the Arn4&rfoan National Standards lnatttutt 
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Date: ;2; 4' 

Roll Call Vote #: q,,.. / 

2003 SENATE STANDING COMMITTEE ROLL CALL VOTES 
BILL/RESOLUTION NO. ;;> / )..!>__.... 

Senate Senate Natural Resources 

D Check here for Conference Committee 

Committee 

Legislative Council Amendment Number _i~D'--___,~t..L.J~;....;..;..--•---------­
Action Taken 

Motion Made By ___...,,~ ...... 4"""i_J+,,&a)e,.~l'Yb....,__.~~-- Seconded By -..x.~---...;~<~.----

Senaton Yes No Senaton Ves No 
Senator Thomas Fischer V Senator Michael A, Every v 
Senator Ben Tollefson V Senator Joel C. Heitkamo y 
Senator Layton Freborg V 
Senator Stanley W. Lyson v 
Senator John T. Traynor V 

Total 

Absent 

(Yes) ___________ No ____________ _ 

Floor Assignment 

If the vote is on an amendment, briefly indicate intent: 

Th• 111tcrogr,,phtc f111tt1 on t~f• fflm are accurate reproductt~,-~,- r~-;,r;-;lfvered to Modern lnformetfon Sy1tt11111 for mfcroffl111tno and 
Wtrt ffllntd t11 the retul•r courae of b.ittne11, Th• photographic process meets et1ndard1 of the AMertoan Netfonel standards Jnatttute 
!~~SI) f~r archival Mfcroftl~. NOTICE1 If the filmed image above. l•i lealbl• then thle Notice, It la due to the quality of tho 
-IINnt bel119 1111111d, J 
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Date: 9- "'I' 
RoU Ca)) Vote #: ~ 

2003 SENATE STANDING COMMITTEE ROLL CALL VOTES 
BILL/RESOLUTION NO. ~)a~ 

Senate Senate Natural Resources 

D Check here for Conference Committee 

Legislative CouncH Amendment Number 

Action Taken 

Committee 

Motion Made By -/C.'1~•~.;;;;:=";.J,'----- Seconded By _ ___.U~,e:.k ....... _____ _ 
Senaton \'es No Senaton Yet No 

Senator Thomas Fischer v Senator Michael A. Every V 
Senator Ben Tollefson V Senator Joel C. Heitkamp v 
Senator Layton Freborg V 
Senator Stanley W. Lyson v ...... 
Senator John T. Traynor 

Total (Yes) 6 No t2 
Absent I 
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REPORT OF STANDING COMMITTEE (410) 
February 7, 2003 9:18 a.m. 

Module No: SR-24-1954 
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Insert LC: 381(15.0101 Tltle: .0200 

REPORT OF 3TANDING COMMITTEE 
SB 2125: Natural Resources Committee (Sen. Fischer, Chvirman) recommends 

AMENDMENTS AS FOLLOWS and when so amended, recommends DO PASS and 
BE REREFERRED to the Appropriations Committee (7 YEAS, 0 NAYS, 0 ABSENT 
AND NOT VOTING). SB 2125 was placed on the Sixth order on the calendar. 

Page 1, line 1, after 11reenact 11 Insert "subsections 1 and 2 of section 38-08-04.5 and 11 

Page 11 line 2, after uoll 11 Insert"; and to provide an appropriation" 

Page 1, after fine 3, Insert: 

"SECTION 1. AMENDMENT. Subsections 1 and 2 of section 38w08·04.5 of the 
North Dakota Century Code are amended and reenacted as follows: 

1. Revenue to the fund must Include: 

a. Fees collected by the oil and gas division of the Industrial commission 
for permits or other services. 

b. Moneys received from the forfeiture of drilling and reclamation bonds. 

c. Moneys received from any federal agency for the purpose of this 

d. 

e . 

f. 

g, 

h. 

section. 

Moneys donated to the commission for the purposes of this section. 

Moneys received from the state's oil and gas Impact fund. 

Moneys recovered under the provisions of section 38-08-04.8. 

Moneys recovered from the sale of equipment and oil confiscated 
under tho p~o•,lslona of sGctlon 38·08·04.9. 

Such other moneys as may be deposited In the fund for use In 
carrying out the purposes of plugging or replugging of wells or the 
restoration of well sites. 

2. Moneys In the fund may be used for the following purposes: 

a. Contracting for the plugging of abandoned wells. 

b. Contracting for the reclamation of abandoned drilling a11d production 
sites, saltwater disposal pits, drilling fluid pits, and access roads. 

~ IQ.gay mineral owners their royalty share In confiscated oil." 

Page 1, line 15, remove "and oil" 

Page 11 llne 16, after the underscored period Insert "If the commission exercises Its authority 
under this section and there Is salable oll at the welL that oil must be confiscated. The 
commission shall pay the mlneral ownersJhe royalty Interest In the oil confiscated .. Jn 
determining the mineral owners and their royalty Interests, the commission may oo 
upon the most recent division order It Is able to obtain. If one Is unavailable or the 
comml.~slon finds the order unreliable, tbe commission may rely upon a~ other source 
pf Information the commission deems reasonable to determine an pay mineral 
9wnersl 11 
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2003 HOUSE STANDING COMMl'ITEE MINUTES 

BILURESOLUTION NO, 2125 

House Natural Resources Committee 

□ Conference Committee 

Hearing Date February 27, 2003 

Tape Number Side A Side B Meter# 
1 ,ex 674-2078 

Committee Clerk Shmature f~. ;/4, J 

V ,, ,, --. 

Minutes: 

Chair Nelson called the hearing on SB 2125 relating to relating to confiscation by the state of 

well-site equipment and salable oil to order. 

Lynn Helms! NDIC Oil and Gas Division, Introduced SB2125. (See Attached Testimony) 

Rep. Porter: What happens when the equipment does not have a title instead it has a lean from 

a bank or is leased?" 

Lynn Helms: It would not be confiscated if they can produce evidence of a valid lean on the 

equipment, 

Chair Nelson: What kind of history do you have concerning confiscBtion? 

Lynn Helms: It goes in cycles, High prices will lead to very few confiscations. In low price 

periods there will be many, 

Rep. K~iser: This sounds like a bonding problem, why not correct the bonding situation? 

! ' 
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House Natural Resources Committee 
Bill/Resolution Number 2125 
Hearing Date February 27, 2003 

Lynn Helms1 99% of the time the bond is released, We are near the top of the country in tenns 

of bonding. We nre always concerned about the discouraging of oil and gas exploration. This is 

a the last resort. There are two other options we can go to first. There is a plugging reclamation 

fund and a cash bond fund. These are self-funding by the industry, 

Rep. Keiser: Expressed concern about the procedure involved in carrying this out. 

Lynn Helms: Surface equipment does not have the value. The tubing sucker rods and pull able 

casing. 

Ron Ness: ND petroleum Council. We support this bill and the industrial commission efforts 

quickly and efficiently. 

Rep. Solberg: Why does these people walk away? 

Ron Ness: More debt then they can handle, More often then not they are individual investors. 

Rep. Keiser moved a Do Pass on SB 2125. Seconded by Rep. Solberg. The motion passed by 

a vote of 13 .. 0 .. 1. Rep. Solberg will carry. 
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Rei,. Frank Klein t/ 
Rei,. Mike Norland 1/ I_. 

Rep. Darrell Nottestad 1-/ / 

Reo. Dorvan Solberg LI 
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REPORT OF ST ANDING COMMITTEE 

Module No: HR-38-3819 
Carrier: Solberg 

Insert LC: • THle: , 

SB 2126, as engroaaed: Natural Resources Committee (Rep. Nelson, Chairman) 
recommends DO PASS (13 YEAS, 0 NAYS, 1 ABSENT AND NOT VOTING), 
Engrossed SB 2125 was placed on the Fourteenth order on the calendar. 

(2) DESK, (3) COMM Page No. 1 HR·38·3619 

•:~.~:"'~, .... -'! .. ...,.•~~,::•_;:·:·'"•:·;-··''•·· ... •••"-'~.....,,6 ' ,, ...... , __ .,. ............. ~.- -·---..... ~·"'· - •··-· ......... , ..... ,. ·~---............. :~. . ... ,l: 

, Th• Nltcrogrlpt,tc fllllOtl on t~f • ~tlm •r• accurate reproo.iodw of ~toordl del fvtf'td t~ Nodtrn Jnfo,.tfon SVtt• for Mforoff,lMfnt and ,. ' 
were ff lNd fn the rttUl1r cour1t of buttnua, Yhe photOGrephf o proeeu rneeu atandardt of the Amtrtc1n N1tfcnal ttandtrdl lnetftutt . : J 
doc
(AIISI) for 1rcht11tl MlcrofllN, NOTICl1 If the filmed Image 'j le 6 legible than thlo Notice, It lo due to tho quality of tho 

t.nent bet ng ff lined, 

\_,f ~fl a ca \~ oa tl2 -le:, -cJ3 
Oper•toAsfnature -,.,.- Date 

I 

'I 

J 



2003 TESTIMONY 

SB 2125 



r 

I 

Senate BUI No. 2125 

Testimony of Lynn Helms, Director, N.D. OIi & Gas Division, 
Before the Senate Natural Resources Committee 

January 1 O, 2003 

The OIi & Gas Division, under the supervision of the Industrial Commission, regulates 

the oil and gas Industry. One of our most Important functions Is to ensure, after a well Is no 

longer productive or turns out to be a dry hole, that the well Is properly plugged; that all 

equipment, such as gas lines and oil and water storage tanks, are removed; and that the well 

site and roads to the site are reclaimed, 

Plugging and reclamation are the responslblllty of the operator of the well, and oil and 

gas companies almost always satisfy these duties. But sometimes they don't. It then becomes 

the OIi & Gas Division's responslblllty to get the job done. Though we have the ability to force 

plugging and reclamation through a lawsuit, If the operator has no assets a Judgment Isn't worth 

much. 

In anticipation that some operators won't plug and reclaim, the law requires that 

operators file a bond. A $15,000 bond Is requlred for one well. A $50,000 bond Is needed to 

operate up to 10 wells. If a company wants to operate more than ten wells a $100,000 bond Is 

required. With these bonds, If an operator walks away from a well there Is at least some of that 

company's money available to us to hire someone to plug and reclaim the well. But the cost of 

plugging and reclamation often exceeds the bond amounts. 

For example, a company called Grenora Partners recently declared bankruptcy and has 

no assets. It was the operator of 13 wells, While some of these wells may be transferred to 

other operators, the worst-case scenario for us Is that we will have to plug all of them. The 

$100,000 bond we have available will be Insufficient because It wlll cost about $350,000 to plug 

the wells and reclalm the sites. 
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Sometimes there are unusual circumstances at a well that Increase reclamation costs 

and make bond amounts Inadequate, Downhole tubing may have deteriorated, Increasing the 

plugging cost. A storage tank at a weil recently plugged contains hazardous sludge, Increasing 

reclamation costs, 

When the OIi & Gas Division has to plug and reclaim and the bond amount Is Insufficient. 

we do have funds that we can tap to pay for the costs that exceed the bond. We also have 

another tool and that Is the confiscation statute, Section 38-08M04.9, This Is the statute we want 

to amend with BIii 2125. 

In essence, this confiscation statute authorizes us to take equipment an operator has left 

behind and use It to defray our plugging costs. What we typically do under this statute is turn 

the equipment over to private contractors hired through competitive bidding to plug the well and 

In return the contractors reduc13 their fees. Plugging contractors are generally In the used 

equipment buslness 1 so they are willing to pay more for the equipment. 

Followlng are the objectives of our proposed amendment to the statute: 

1. The current statute states that we can't confiscate until after we have plugged a 

well. The proposed amendment states that we can confiscate either before m: after we plug, 

We had an Instance where our contractor completed plugging and had stacked at the well site 

tubing pulled out of the hole, Plugging being cornpletG, we were then going to go through the 

confiscation process and sell the tubing to help pay our plugging costs, but the former operators 

of the well came to the well site, hauled the tubing away and tried to sell It before we could 

complete confiscation. To avoid such a problem, we want to amend the statute to allow us to 

confiscate when It becomes cloar that the operator refuses to plug and that the state will have 

to, This will avoid the opportunity for unscrupulous operators to take advantage of plugging 

work carried out by the state. Completing the confiscation process before plugging wlll also 

help us write contracts with our plugglng contractors because we will know what assets we have 

to work with at the outset. 
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2, The second change would expand what It Is that we can confiscate, The statute 

now states that we can confiscate equipment. We recently had a situation where the operator 

left behind some oil In storage tanks. OIi Isn't 0equlpment 11 and so we couldn't confiscate It and 

were In a bit of a quandary about what to do with this oll. The proposed amendment allows us 

to confiscate not only equipment but also any oil left at the well site, 

3. The statute now states that we can confiscate equipment owned by the operator 

or any working Interest owner in the well. We want to expand this to also Include equlpmant 

(and oil) owned by a former operator of the well. This Is appropriate for at least two reasons, 

One, If a former operator retains tltle to the equipment but has transferred operatorshlp to a 

company that isn't going to follow the law (lsn 1t going to plug Its wells) and leaw~s It to the state 

to clAan up Its messes, then such former operator should also be on the hoo~: to help pay the 

state 1s costs. Two 1 sometimes, people Involved In business operate under different business 

names and companies. The reasons may well be legitimate but sometimes It's a way to hide 

assets and avoid obligations. To lessen someone1s ability to escape the consequences of the 

confiscation statute by operating under several business names, the statute should allow 

confiscation of equipment (and oil) owned not only by the current operator but also by a former 

operator. They may appear to be different entitles but in reality involve the same persons. 

4. The fourth change Is to clarify something. Presently, the statute doesn't define 

just what 11 confiscatlon" means. We have assumed that the legal consequence of confiscating 

property is that we take title to It. To make this explicit, the proposed amendment states that 

upon confiscation the state takes tltle to the property. This will ensure that we have authority to 

sell the equipment or oil, or otherwise dispose of it, and ensure that anyone to whom we may 

transfer the property has good title. 
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The four changes I have just described are the substantive changes proposed by 8111 2125. We 

also made a nonsubstantive change by deleting reference to a number of statutes that each In 

one way or another deals with plugg!ng and reclamation. Since they don't seem to serve any 

substantive purpose it seems best to get rid of them to make the statute easier to read and 

understand. 

In conclusion, this blll will help further the statute 1s purpose, which is to ensure that when 

an operator walks away from Its responslbllities anrf leaves It to the state to plug and reclaim, 

that the costs of the work are more likely to be paid by the operator rather than the people of the 

state. 

I emphasize that we don't take confiscation lightly, We do It only if the bond is 

Insufficient. We c:onfiscate only property owned by someone directly or Indirectly within the 

chain of those responsible for the failure to plug and reclaim. W,e won't, for example, confiscate 

property owned by a lending Institution or by someone holding t, valid lien on the equipment. 

We confiscate only after giving notice of our Intent to do so and only after a hearing. 
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NORTH DAKOTA INDUSTRIAL COMMISSION 

(----'I"'- QIL AND GAS DMS~N--
Lynn. D, Hefms 

DIRECTOR 

Senator Fischer 

http://explorer. ndlo. state. nd, us 

Members of the Senate Natural Resources Committee, 

Bruce E, Hicks 
ASSISTANT DIRECTOR 

Enclosed Is a proposed amendment to S.S. 2125. As you will recall, the bill 
deals with the Industrial commission's authority to confiscate equipment and oil 
left at a well site that the commission must plug and reclaim because the 
operator of the well failed to do so. Sen. Lyson noted that mineral owners still 
retain an Interest In the oll left at the well site and that Interest should be 
protected. 

To address this concern, the proposed amendment requires that the commission, 
when a confiscation Includes oil, pay to the mineral owners their royalty Interest 
In the oil. 

I have one concern about this duty. To determine mineral ownership we don't 
want to have to research the county records and have a tltle opinion prepared. 
Doing so would cost us more than the oll ls worth, since when lt Is left behind It Is 
usually In small amounts. To address my concern, the proposed amendment 
Includes two sentences that explain what the commission may rely on In 
determining who has a mineral Interest In the well and the arnount of that 
Interest. In particular, the amendment states that the commission may rely on a 
"division order." A division order Is a standard document In the lnqustry. It Is 
prepared by the entity purchasing the oil and contains all the Information that the 
purchaser uses to Issue checks to the all parties having an Interest In the oil. 

In light of the requirement ~hat the commission pay mineral owners their fair 
share. we also need appropriation authority to make expenditures for that 
purpose. This requires amending another statute, that Is, the statute creating the 
fund through which the commission pays any plugging and reclamation costs It 
Incurs. So I added to the proposed amendment additional language that takes 
care of this appropriation Issue. 

I hope that I have adequately explained the proposed amendment to S.B. 2125. 
If not, I will be pleased to appear before your committee to further explain them. 

Sincerely, 

~CC)1~ 
Lynn D. Helms 
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PROPOSED AMENDMENTS TO SENATE BILL NO. 2125 

Page 1, line 2, after 110ll 11 Insert 11
; and to provide an appropriatlon 11

, 

Page 1, line 15, remove 11and oW. 

Page 11 line 16, after 11owner." Insert 11 lf the commission uses the authorltv under this 
statute and there Is saleable oil at the well, that oll must be confiscated. The 
commission must pay the mineral owners their royalty Interest In the oll confiscated. In 
getermlnlng the mineral owners .e..nd_thelr royalty Interest, the commission ma,l rely upon 
the most recent division order It Is able to obtain. If one Is unavallatue or the 
9,_qmmlsslon finds It unreliable, the cornmlsslon may rely upon any other source of 
Information It deems reasonable to determine and pay mineral owners." 

Page 1, after line 17, Insert: 

SECTION 2, AMENDMENT. Subsections 1 and 2 of section 38-Q8 .. Q4.,5 of the 
North Dakota Century Code are amended and reenacted as follows: 

1. Revenuti to the fund must Include: 
a. Fees collected by the oil and gas division of the Industrial commission for 

permits or other services. 
b. Moneys received from the forfeiture of drilling and reclamation bonds. 
c. Moneys received from any federal agency for the purpose of this section. 
d. Moneys donated to the commission for the purposes of this section. 
e. Moneys received from the state's oll and gas Impact fund 
f. Moneys recovered under the provisions of section 38 .. 08-04.8. 
g. Moneys recovered from the sale of equipment and oil confiscated under 

the provisions of section 38-08-04,9. 
h. Such other moneys as may be deposited In the fund for use In carrying out 

the purposes of plugging and replugging of wells or the restoration of well 
sites, 

2. Moneys In the fund may be used for the following purpos~s: 

a. Contracting for the plugging of abandoned wells. 
b. Contracting for the reclamation of abandoned drilling and production sites, 

saltwater disposal pits, drilling fluid pits, and access roads, 
c. To pay mineral owners their royalty share In confiscated oil. 
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Engrossed Senate Bill No. 2125 

Testimony of Lynn Helms, Director, N.D.I.C. OIi & Gas Division, 
Before the House Natural Resources Committee 

February 27, 2003 

.. 

The OIi & Gas Division, under the supervision of the Industrial Commission, regulates 

the oil and gas Industry, One of our most Important functions Is to ensure, after a well Is no 

longer productive or turns out to be a dry hole, that the well Is properly plugged; that all 

equipment, such as gas lines and oil and water storage tanks, are removed; and that the wall 

site and mads to the site are reclaimed. 

Plugging and reclamation are the responsibility of the operator of the well, and oil and 

gas companies almost always satisfy these duties, But sometimes they don't. It then becomes 

the Oil & Gas Division's responsibility to get the job done. Though we have the ability to force 

plugging and reclamation through a lawsuit, If the operator has no assets a judgment Isn't worth 

much. 

In anticipation that some operators won't plug and reclaim, the law requires that 

operators file a bond. A $15,000 bond Is required for one well. A $50,000 bond ls needed to 

operate up to 10 wells, If a company wants to operate more than ten wells a $100,000 bond Is 

required, With these bonds, If an operator walks away from a well there Is at least some of that 

company's money available to us to hire someone to plug and reclaim the well. But the cost of 

plugging and reclamation often exceeds the bond amounts. I 

For example, a company called Grenora Partners recently declared bankruptcy and has 

no assets. It was the operator of 13 wells. While some of these wells may be transferred to 

other operators, the worstwcase scenario for us Is that we wlll have to plug all of them, The 

$100,000 bond we have available wlll be Insufficient because It wlll cost about $350,000 to plug 

the wells and reclaim the sites. 
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Sometimes there are unusual circumstances at a well that Increase reclamation costs 

and make bond amounts Inadequate. Downhole tubing may have deteriorated, increasing the 

plugging cost. A storage tank at a well recently plugged contains hazardous sludge, Increasing 

reclamation costs. 

When the Oil & Gas Division has to plug and reclaim and the bond amount ls Insufficient, 

we do have funds that we can tap to pay for the costs that exceed the bond. We also have 

another tool and that Is the confiscation statute, Section 38-08-04.9. This Is the statute we want 

to amend with Engrossed SB 2125. 

In ossence, this confiscation statute authorizes us to take equipment an operator has left 

behind and use It to defray our plugging costs. What we typically do under this statute Is turn 

the equipment over to private contractors hired through competitive bidding to plug the well and 

In return the contractors reduce their fees. Plugging contractors are generally In the used 

equipment business, so they are willing to pay more for the equipment. 

Followlng are the objectives of our proposed amendment to the statute: 

1. The current statute states that we can1t confiscate until after we have plugged a 

well. The proposed amendment states that we can confiscate either before gr after we plug. 

We had an Instance where our contractor completed plugging and had stacked at the well site 

tubing pulled out of the hole. Plugging being complete, we were then going to go through the 

confiscation process and sell the tubing to help pay our plugglng costs, but the former operators 

of the well came to the well site, hauled the tubing away and tried to sell It before w, could 

complete confiscation. To avoid such a problem, we want to amend the statute to allow us to 

confiscate when It becomes clear that the operator refuses to plug and that the state wlll have 

to, This will avoid the opportunity for unscrupulous operators to take advantage of plugging 

work carrled out by the state. Completing the confiscation process before plugging will also 

help us write contracts with our plugging contractors because we will know what assets we have 

to work with at the outset. 
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2. The second change would expand what It is that we can confiscate. The statute 

now states that we can confiscate equipment. We recently had a situation where the operator 

left behind some oil In storage tanks. OIi Isn't 11equlpment" and so we couldn't confiscate It and 

were ln a bit of a quandary about what to do with this oll. The proposed amendment allows us 

to confiscate not only equipment but also any oil left at the well site. 

3. The statute now states that we can confiscate equipment owned by the operator 

or any working Interest owner In the well. We want to expand this to also Include equipment 

(and oil) owned by a former operator of the well. This Is appropriate for at least two reasons. 

One, If a former operator retains title to the equipment but has transferred operatorshlp to a 

company that Isn't golng to follow the law (Isn't going to plug Its wells) and leaves It to the state 

to clean up Its messes, then such former operator should also be on the hook to help pay the 

state's costs. Two, sometimes people Involved In business operate under different business 

hames and companies. The reasons may well be legitimate but sometimes It's a way to hide 

assets and avoid obligations. To lessen someone's ablllty to escape the consequences of the 

confiscation statute by operating under several business names, the statute should allow 

confiscation of equipment (and oil) owned not only by the current operator but also by a former 

operator. They may appear to be different e11tltles but In reality Involve the same persons. 

4. The fourth change Is to clarify something, Presently, the statute doesn't define 

just what uconflscatlon" means. We have assumed that the legal consequence of co~flscatlng 

property Is that we take title to It. To make this explicit, the proposed amendment states that 

upon confiscation the state takes title to the property. This will ensure that we have authority to 

sell the equipment or oll, or otherwise dispose of It, and ensure that anyone to whom we may 

transfer the property has good title. 
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The four changes I have just described are the substantive changes proposed by 

Engrossed SB 2125. We also made a non-substantive change by deleting reference to a 

number of statutes that each in one way or another deals with plugging and reclamation. Since 

they don't seem to serve any substantive purpose It seems best to get rid of them to make the 

statute easier to read and understand. 

In addition, our original bill was amended by the Senate to explicitly require and provide 

the necessary authority for the lndustrlal Commission to pay mineral owners their fair share of 

confiscated oil. 

I emphasize that we don't take confiscation lightly. We do It only If the bond Is 

Insufficient. We confiscate only property owned by someone directly or Indirectly within the 

chain of those responsible for the fallure to plug and reclaim. We won't, for example, confiscate 

property owned by a lending Institution or by someone holding a valid lien on the equipment. 

We confiscate only after giving notice of our Intent to do so and only after a public hearing. 

In conclusion, Engrossed SB 2125 will help further the statute's purpose of ensuring that 

when a n o perator walks a way from I ts r esponslbllltles a nd I eaves I t to the state to p I ug a nd 

reclaim, that the costs of the work are more likely to be paid by the operator rather than the 

people of the state while providing appropriate proteictlon of mineral and working Interest rights. 

I respectfully urge a do pass recommendation from the committee r:,n Engrossed SB 2125. 
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