BILL ANALYSIS

C.SH.B. 3635

By: Hughes

Natura Resources

Committee Report (Substituted)

BACKGROUND AND PURPOSE

The Texas Condtitution authorizes the creation of groundwater conservationdigrictsto plan, develop, and
regulatethe use of water. C.S.H.B. 3635 createsthe Upshur County Groundwater Conservation Didtrict,
subject to gpprova at a confirmation eection, to manage Upshur County's groundwater resources.

RULEMAKING AUTHORITY

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

ANALYSIS

C.S.H.B. 3635 createsthe Upshur County Groundwater Conservation Didtrict (district) inUpshur County,
subject to voter gpprova at a confirmation ection. The subgtitute provides that the digtrict is governed
by aboard of ninedirectors, setsforthprovisionsregarding the compositionand adminigtration of the board
and the dection, qudifications, and terms of the directors. In addition, the subgtitute prohibitsthedigtrict’s
use of eminent domain and aso prohibits the didgrict from purchasing, sdling, trangporting, or distributing
surface water or groundwater for any purpose.

The substitute so prohibitsthe digtrict from levying or collecting an ad vaorem tax a araethat exceeds
one-hdf cent on each $100 vauation of taxable property in the digtrict. The bill limits the use aswell as
the amount of feesthe digtrict canimpose and a o limitsindebtedness not to exceed $500,000 at any time.

The subdtitute provides that wells permitted by the Railroad Commissonof Texas are under the exclusive
jurisdictionof the Railroad Commissionand are exempt fromregulation. Groundwater produced in excess
of Rallroad Commisson authorization, however, is subject to permitting and gpplicable regulatory fees.
The subgtitute also provides that, with certain exceptions, wells drilled by nonprofit rural water supply
corporations, water digtricts, and other palitica subdivisons for usewithinthe district areexempt fromfees.

The subdtitute sets forth provisons regarding an eection to confirm establishment of the district and
provides that if the digtrict is not confirmed by confirmation eection before September 1, 2005, the Act
expires on that date.

EFFECTIVE DATE

September 1, 2003

COMPARISON OF ORIGINAL TO SUBSTITUTE

C.S.H.B. 3635 providesthat the digtrict isgoverned by aboard of nine directors, rather thanfive directors
as provided in the origind hill.

The substitute provides that of the temporary directors, at least one must represent the interests of rural
water suppliers, one must represent agricultura interests, and one must represent indudtrid interests. The
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subdtitute provides for amaximum ad val oremtax rate of one-hdf cent on each $100 vauation of taxable
property in the district and sets out certain criteriafor initia production fees, withamaximum initid fee of
$0.25 per acre-foot for water used for agricultura irrigationand $0.0425 per thousand gallons for water
used for any other purpose. The subtitute also authorizesthe digtrict to assess anexport fee. The subdtitute
limits indebtedness of the didrict to a maximum of $500,000 & any onetime.

The subdtitute prohibitsthe district’ suse of eminent domain and aso prohibits the digtrict from purchasing,
sling, trangporting, or distributing surface water or groundwater for any purpose.

The subdtitute aso adds provisions sating that wells permitted by the Railroad Commission of Texas are
under the excdlusve jurisdiction of the Railroad Commissionand are exempt fromregulation. Groundwater
producedinexcess of Railroad Commissonauthorization, however, is subject to permitting and applicable
regulatory fees. The subgtitute aso provides that, with certain exceptions, wells drilled by nonprofit rura
water supply corporations, water digtricts, and other political subdivisons for use within the didtrict are
exempt from fees. The subgtitute adso providesthat the digtrict shdl coordinate with other groundwater
conservation digricts in the same management area.
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