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AN ACT relating to variances from gas drilling permit requirements.

Be it enacted by the General Assembly of the Commonwealth of Kentucky:

Section 1.   KRS 353.510 is amended to read as follows:

As used in KRS 353.500 to 353.720, unless the context otherwise requires:

(1)
"Department" means the Department for Natural Resources;

(2)
"Commissioner" means the commissioner of the Department for Natural Resources;

(3)
"Director" means the director of the Division of Oil and Gas as provided in KRS 353.530;

(4)
"Commission" means the Kentucky Oil and Gas Conservation Commission as provided in KRS 353.565;

(5)
"Person" means any natural person, corporation, association, partnership, receiver, governmental agency subject to KRS 353.500 to 353.720, trustee, so-called common-law or statutory trust, guardian, executor, administrator, or fiduciary of any kind, federal agency, state agency, city, commission, political subdivision of the Commonwealth, or any interstate body;

(6)
"Correlative rights" means the reasonable opportunity of each person entitled thereto to recover and receive without waste the oil and gas in and under his tract or tracts, or the equivalent thereof;

(7)
"Oil" means natural crude oil or petroleum and other hydrocarbons, regardless of gravity, which are produced at the well in liquid form by ordinary production methods and which are not the result of condensation of gas after it leaves the underground reservoir;

(8)
"Gas" means all natural gas, including casinghead gas, and all other hydrocarbons not defined in subsection (7) of this section as oil;

(9)
"Pool" means an underground reservoir containing a common accumulation of oil or gas or both. Each productive zone of a general structure which is completely separated from any other zone in the structure, or which for the purpose of KRS 353.500 to 353.720 may be so declared by the department, is covered by the word "pool" as used herein;

(10)
"Field" means the general area which is underlaid or appears to be underlaid by at least one (1) pool; and "field" includes the underground reservoir containing oil or gas or both. The words "field" and "pool" mean the same thing when only one (1) underground reservoir is involved; however, "field," unlike "pool," may relate to two (2) or more pools;

(11)
"Just and equitable share of production" means, as to each person, an amount of oil or gas or both substantially equal to the amount of recoverable oil and gas in that part of a pool underlying his tract or tracts;

(12)
"Abandoned," when used in connection with a well or hole, means a well or hole which has never been used, or which, in the opinion of the department, will no longer be used for the production of oil or gas or for the injection or disposal of fluid therein;

(13)
"Workable bed" means:

(a)
A coal bed actually being operated commercially;

(b)
A coal bed that the department decides can be operated commercially and the operation of which can reasonably be expected to commence within not more than ten (10) years; or

(c)
A coal bed which, from outcrop indications or other definite evidence, proves to the satisfaction of the commissioner to be workable, and which, when operated, will require protection if wells are drilled through it;

(14)
"Well" means a borehole drilled, shaft driven, or hole dug or such proposed or otherwise used for the purpose of producing natural gas or petroleum, or one through which natural gas or petroleum is being produced, or for the purpose of injecting any water, gas, or other fluid therein or one into which any water, gas, or other fluid is being injected;

(15)
"Shallow well" means any well drilled and completed at a depth less than four thousand (4,000) feet except, in the case of any well drilled and completed east of longitude line 84 degrees 30'; shallow well means any well drilled and completed at a depth less than four thousand (4,000) feet or above the base of the lowest member of the Devonian Brown Shale, whichever is the deeper in depth;

(16)
"Deep well" means any well drilled and completed below the depth herein provided for a shallow well;

(17)
"Operator" means any owner of the right to develop, operate, and produce oil and gas from a pool and to appropriate the oil and gas produced therefrom, either for himself or for himself and others; in the event that there is no oil and gas lease in existence with respect to the tract in question, the owner of the oil and gas rights therein shall be considered as "operator" to the extent of seven-eighths (7/8) of the oil and gas in that portion of the pool underlying the tract owned by such owner, and as "royalty owner" as to one-eighth (1/8) interest in such oil and gas; and in the event the oil is owned separately from the gas, the owner of the right to develop, operate, and produce the substance being produced or sought to be produced from the pool shall be considered as "operator" as to such pool;

(18)
"Royalty owner" means any owner of oil and gas in place, or oil and gas rights, to the extent that such owner is not an operator as defined in subsection (17) of this section;

(19)
"Drilling unit" generally means the maximum area in a pool which may be drained efficiently by one (1) well so as to produce the reasonable maximum recoverable oil or gas in such area. Where the regulatory authority has provided rules for the establishment of a drilling unit and an operator, proceeding within the framework of the rules so prescribed, has taken the action necessary to have a specified area established for production from a well, such area shall be a drilling unit;

(20)
"Underground source of drinking water" means those subsurface waters identified as such in regulations promulgated by the department which shall be consistent with the definition of underground source of drinking water in regulations promulgated by the Environmental Protection Agency pursuant to the Safe Drinking Water Act, 42 U.S.C. secs. 300(f) et seq.;

(21)
"Underground injection" means the subsurface emplacement of fluids by well injection but does not include the underground injection of natural gas for purposes of storage;

(22)
"Endangerment of underground sources of drinking water" means underground injection which may result in the presence in underground water, which supplies or can reasonably be expected to supply any public water system, of any contaminant and if the presence of such contaminant may result in such system's not complying with any national primary drinking water regulation or may otherwise adversely affect the health of persons;

(23)
"Class II well" means wells which inject fluids:

(a)
Which are brought to the surface in connection with conventional oil or natural gas production and may be commingled with waste waters from gas plants which are an integral part of production operations, unless those waters are classified as a hazardous waste at the time of injection;

(b)
For enhanced recovery of oil or natural gas; and

(c)
For storage of hydrocarbons which are liquid at standard temperature and pressure;

(24)
"Fluid" means any material or substance which flows or moves whether in a semisolid, liquid, sludge, gas, or any other form or state; and

(25)
"Qualified formation" means all Devonian age shale formations, and upon application, such other formations in a specified area as may be approved by the department after notice and a hearing.

Section 2.   KRS 353.620 is amended to read as follows:

(1)
Notwithstanding KRS 353.610, if an application is submitted for a permit to drill, deepen, or reopen a well closer to a boundary or to another well than prescribed in KRS 353.610 and the application is accompanied by the written consent of all owners of oil and gas interests in the adjacent premises directly affected by the prescribed boundary distances in KRS 353.610, which will be offset by the proposed well, the department shall issue a permit for the well.

(2)
(a)
Notwithstanding KRS 353.610, the department may issue a permit for a well to be drilled, deepened, or reopened closer to a boundary or another well than prescribed in KRS 353.610, if the director, after notice and opportunity for comment, and a hearing if one (1) is required, finds that topographical or other conditions are such as to make compliance with the requirements of KRS 353.610 unduly burdensome or in conflict with reasonably prudent methods and practices for the production of oil or gas, including but not limited to, the protection of correlative ownership rights and generally accepted principles of oil and natural gas conservation and field development.

(b)
The notice prescribed by paragraph (a) of this subsection shall be given by the well operator to all owners of oil and gas interests in the adjacent premises directly affected by the proposed variances from the distances prescribed in KRS 353.610 to the last known addresses of such owners by certified mail, return receipt requested.

(c)
If the proposed well for which a variance is requested is a well to be drilled, deepened, or reopened for the production of gas from a qualified formation, the one thousand (1,000) foot spacing requirement of KRS 353.610(2) shall not apply and the hearing in paragraph (a) of this subsection shall not be required if all of the following conditions are satisfied:

1.
The proposed well will be located not less than five hundred (500) feet from the nearest mineral boundary;

2.
The ownership of the oil and gas interests in all wells located less than one thousand (1,000) feet from the proposed well is the same; and

3.
The director does not receive a request for a hearing from a notified owner within thirty (30) days of the date that the notice described in paragraph (b) of this subsection was mailed.

(3)
Notwithstanding KRS 353.610, the department shall issue a permit for a well to be drilled, deepened, or reopened closer to a boundary than prescribed in KRS 353.610 if a pooling order has been issued pursuant to KRS 353.630.

(4)
If a permit is issued to drill, deepen, or reopen a well under subsection (1) or (2) of this section at a location closer to a well or boundary than prescribed in KRS 353.610, the department shall permit a like variance from the requirements of KRS 353.610 on all premises offset and adversely affected by the well.
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