BILL ANALYSIS

H.B. 2613

By: Keffer, Bill

Energy Resources

Committee Report (Amended)

BACKGROUND AND PURPOSE

Although the statues specificdly place a lien on egquipment and authorize the salvage and sde of the
equipment and stored hydrocarbons to recover costs associated with well plugging using date funds, the
statute currently does not create alien againgt responsible person’ sinterest inthe hydrocarbons onthe ste
of fadility undergoing cleanup using sate funds without plugging.

This amendment would al the Railroad Commission, whencdeaning up asite, to sdlvage (or sdl) vauable
hydrocarbons stored at the abandoned facility. Currently, the Railroad Commission can only salvage or
sl hydrocarbons when plugging wells a the Site. The proceeds from savage and sde of the equipment
and hydrocarbons would be placed inthe Oil Field Cleanup Fund to help defray the costs of the cleanup
activities.

RULEMAKING AUTHORITY

It is the committee’ s opinion that this hill does not expresdy grant any additiona rulemaking authority to
a date officer, department, agency, or inditution.

ANALYSIS
SECTION 1. Section91.115. FIRST LIEN ON EQUIPMENT AND STORED HY DROCARBONS.

House Bill 2613 amends Section 91.115, Texas Natural Resources Code, to include “and stored
hydrocarbons’ to the heading of this section.

SECTION 2. Sections 91.115(a), (e) and (f), Texas Natural Resources Code.

House Bill 2613 amends Section 91.115, Texas Natural Resources Code, to authorize the Commisson
to salvage and s both equipment and stored hydrocarbons located on a Site or facility onwhichwdlsare
to be or have been plugged and remediation is to occur or has occurred usng funds from the Oil Feld
Cleanup Fund.

SECTION 3. (@) This Act takes effect Septemberl, 2003. (b) The changes in law made by Section
91.115, Natural Resources Code, as amended by this Act, apply only to aninterestinhydrocarbons stored
a a gte or fadlity the date for cleanup of which required by law or rule or adopted by the Railroad
Commission of Texasis September 1, 2003 or later.

EFFECTIVE DATE

(a8 This Act takes effect Septemberl, 2003.

(b) The changesinlaw madeby Section91.115, Natural Resources Code, as amended by this Act, apply
only to aninterest in hydrocarbons stored at a site or facility the date for deanup of whichrequired by law
or rule or adopted by the Railroad Commission of Texas is September 1, 2003 or |ater.
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EXPLANATION OF AMENDMENTS

SECTION 2. of the bill, page2, between lines 13 and 14 is amended by adding Subsection(g).

Subsection(g) is added to read as follows The lien provided by this section, as it relates to stored
hydrocarbons, shdl be subject to and inferior to any lienin favor of the State of Texas to secure roydty
payments.

Section 52.136, Natural Resources Code, gives the General Land Office a fird lien on dl oil and gas
production to secure payment of roydties. The proposed lieninHB 2613 would be superior to that of the
Generd Land Office and could incur conflict in instances where the Generd Land Office and another
agency, bothacting onbehdf of the State, have filed liens. In order to ensure that the payment of roydties
owed the State is not jeopardized, this amendment darifies that the superior lien, as it relates to stored
hydrocarbons, is subject and inferior to any lieninfavor of the State of Texasto secure payment of royaties
owed to the State.
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