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STATE OF NEW YORK
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2017- 2018 Regul ar Sessi ons

| N ASSEMBLY

January 17, 2017

Introduced by M of A ROSENTHAL, ABINANTI -- read once and referred to
the Committee on Environnental Conservation

AN ACT to anend the environnental conservation law, in relation to
conmpul sory integration and unitization in oil and natural gas orders

The People of the State of New York, represented in Senate and Assem
bly., do enact as follows:

Section 1. Subdivision 2, subparagraphs 4 and 5 of paragraph a of
subdi vi sion 3 and subdivi sion 13 of section 23-0901 of the environnental
conservation | aw, subdivision 2 and subparagraphs 4 and 5 of paragraph a
of subdivision 3 as anmended and subdivision 13 as added by chapter 386
of the laws of 2005, are amended and two new subdivisions 14 and 15 are
added to read as follows:

2. The departnent shall not make any order requiring the integration
of interests in any spacing unit or requiring the devel opnent or opera-
tion of any field, pool or part thereof as a unit unless it finds, after
detail ed study and anal ysis, notice and hearing, that the integration of
interests in spacing units, wunder <conditions then existing in this
state, or in the field or pool to be affected, is necessary to carry out
the policy provisions of section 23-0301 of this article. The depart-
ment shall also consider the inpact that conpulsory integration wll
have on an existing nortgage prior to making an integration order.

(4) "Non-integrated, non-participating owner" nmeans an owner, the
owner's heirs, successors and assigns, wholly or partially |ocated wth-
in the spacing unit, who elects not to participate in the initial well
in a spacing unit, refuses to pay any costs associated with partic-

ipation, refuses to reinburse the well operator, out of production
proceeds for such owner's proportionate share of the actual well costs
of the initial well in a spacing unit, and refuses to conply with the

requi renents for integration, including the terns of integration, as
specified in an order of integration issued pursuant to the conpul sory
integration provisions of this section. Notw thstanding any other

EXPLANATI ON--Matter in italics (underscored) is new, matter in brackets
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provision of lawto the contrary, all non-integrated, non-participating
property owners, in addition to possible purchasers, shall be provided
with an option to refuse integration altogether, at or before the inte-
gration hearing required pursuant to this section.

(5) "Risk penalty" neans the percentage applied to well costs to reim
burse the well operator for the risk involved with the exploration for
and devel opnment of a well or the percentage applied to other costs that
are subject to recoupnent and a risk penalty, as provided herein. At
any tinme during a risk penalty phase, an owner subject to a risk penalty
may pay to the well operator the full anbunt subject to recoupnent by
the well operator, to ternminate the risk penalty phase and be eligible
for other opportunities for participation as provided herein.

[655] (6) "Well costs" neans the costs incurred or estimated to be
incurred by the well operator in relation to the drilling, conpletion
and the installation of surface equi pnent, other than as described in
item E of clause (ii) of subparagraph 1 of paragraph ¢ of this subdivi-
sion, including, without Iimtation, surveying, drill site preparation,
| easing of surface rights and access roads pertinent to the drill site,
construction of access roads, permitting, drilling, stimulation, test-
ing, well logging, drilling insurance, plugging and abandonment of the
wel |, environmental mitigation costs associated with drilling and any
ot her costs associated with the foregoing that the operator has incurred
or anticipates incurring, including a reasonable charge for supervision
of the foregoing activities.

13. a. Any person taking title by operation of lawto any oil and gas
interests integrated into a spacing unit pursuant to an order of inte-
gration, shall take such interests subject to the terms and conditions
of the final order of integration issued by the department duly recorded
in accordance wth the provisions of this section and shall be subject
toall Iliabilities and benefits associated therewith, unless such
person, within sixty days of the taking of such interest, elects to be
an integrated royalty owner and notifies the well operator of such
el ection.

b. Full cost and liability for any damages caused by well operations
shall be borne solely by the well operator and the burden of proof wth
respect to liability for such damages shall be upon the well operator.

14. Integration orders issued pursuant to this section shall be
subject to judicial review

15. No party involved wth conpulsory integration nmay have, on _or
within one thousand or nore feet fromthe property boundary of any poaol
any: a. surface activity including, but not limted to any drilling,
conpressor pits or closed waste systens, or b. subsurface gas storage.

8 2. This act shall take effect on the sixtieth day after it shal
have becone a | aw.




