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INTRODUCTION

In February, 1992, a six person team appointed by the Interstate Oil and Gas Compact
Commission (IOGCC) reviewed components of the regulatory programs of the State of
Oklahoma that pertained to the management of wastes derived from the exploration and
production of crude oil and natural gas. The review was coordinated by the IOGCC in
cooperation with the U.S. Environmental Protection Agency (EPA) and other interest groups.
This was the third review of a state regulatory program undertaken in collaborative process
which has since reviewed nine (9) additional states” programs.

The primary basis for these reviews was the report entitled EPA/IOCC Study of State
Regulation of Oil and Gas Exploration and Production Waste, December, 1990 also referred
to as the "TOGCC Guidelines" or IOGCC Guidance." It should be noted that since the
Oklahoma review was completed, the IOGCC Comimnittee has reviewed the original IOGCC
Guidance and modified and expanded the document to address emerging E&P waste
management issues, i.e. Naturally Occurring Radioactive Material (NORM), Abandoned sites,
etc,, not covered in the original publication.

The review team focused its evaluation on Oklahoma’s regulatory requirements for drilling
wastes and produced waters prior to their disposal. The team addresses management of those
wastes in on-site and off-site pits, at commercial oil fields, and landfarming units and in
roadspreading, Statutory and administrative components of the Oklahoma program, including
staffing and funding levels, and enforcement activities were assessed against applicable criteria
in the IOGCC Guidance. How the Oklahoma Corporation Commission (OCC) E&P waste
regulatory program interfaces with other state agency responsibilities applicable to E&P wastes
were also reviewed, The review team also reviewed the limited interface between OCC and
the Osage Tribal Lands.

The ultimate purpose of the review was to identify and recommend improvements for
Oklahoma’s E&P waste regulatory program. The review, and the criteria upon which it was
based, was an evaluation of whether the state had certain elements of an E&P waste regulatory
program, rather than a determination of the extent to which the Oklahoma program was
protective of human health and the environment although some of the recommendations
stressed these aspects to a greater degree as than in previous reviews.

The results of the Oklahoma review were published in June, 1992 and is titled Oklahoma State
Review - IOGCC/EPA State Review of Oil and Gas Exploration and Production Waste
Management Regulatory Programs. A total of sixty-nine (69) recommendations were made by
the review team, of which sixty-five (65) pertained solely to the OCC and its Oil and Gas
Conservation Division (OGSCD). Four of the review team recommendations were directed
toward improving coordination between OCC, the Oklahoma State Department of Health
(OSDH) and the Pollution Control Coordinating Board (PCCB). The review team reached
consensus on sixty-five (65) of the recommendations with one minority dissenter on each of the
other four.

This report is a follow-up to the Oklahoma State review to determine what actions the state
agencies have taken to implement the recommendations made by the review team. The
follow-up review was conducted by William R, Bryson, IOGCC contractor, in March, 1995, Mr.
Bryson interviewzd staff of the OCC Oil and Gas Conservation Division and found that they
had fully implemented or were in the process of implementing thirty-one (31) of the review
team’s sixty-nine (69) recommendations and had partially responded to eleven (11).
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The OCC made several significant changes and modifications to their existing program as a
result of the state review including a rather extensive regulatory revision to allow selection of
waste management options under a waste hierarchy, decision making process. The Oklahoma
legislature facilitated clarification of inter-agency roles on E&P waste management by enacting
legislation in 1992 and 1993 which clearly defined agency mandated responsibilities. Many of
the recommendations which depended upon additional personnel or funding could not be
implemented even in those cases where OCC staff felt change was desirable. In many cases,
the OCC restructured responsibilities or implemented data management techniques to partially
accommodate those recommendations where program efficiency or value would be enhanced.

This report gives a brief introduction to each of the ten sections of the Oklahoma State Review
and a summary of the OCC’s responses to the recommendations made in that section. That is
followed by the specific recommendation and the state’s response to the recommendation.
Where the state indicated an action had been taken on a recommendation, the action was
confirmed with documentation. The documents that confirm those actions are referenced on
page 34 of this report.

Chapter XI of this report contains a brief summary of the State of Oklahoma’s progress on
addressing emerging E&P waste management issues such as Naturally Occurring Radioactive
Materials (NORM) and Abandoned Sites. These are part of the Revised I0GCC
Environmental Guidelines for State Oil and Gas Regulatory Programs, May, 1994, and were
not part of the Oklahoma State Review in 1992, This section of the follow-up review also
contains a brief description of other programs which the state has recently implemented and
are considered as a help to E&P waste management regulation in Oklahoma.




OKLAHOMA FOLLOW-UP REVIEW
FEBRUARY 1995

I. GENERAL - REGULATORY JURISDICTION AND AUTHORITIES

The first section of the Oklahoma state review outlined the jurisdictions and authority of the
Oklahoma Corporation Commission and other agencies that have primary and coordinating
responsibility for the regulation of oil and gas exploration and production wastes in the state.
Those agencies were the Oklahoma Corporation Commission (QCC), the Oklahoma State
Department of Health (OSDH) and the Pollution Control Coordinating Board (PCCB).

Basically the OCC has general authority over all oil and gas production on private, state and,
in most cases federal lands (excluding Indian lands) in Oklahoma. This authority includes the
specific responsibility to monitor and regulate, by the promulgation of rules and regulations and
the issuance of orders, the location, operations, and reclamation of produced water and
emergency pit facilities associated with oil and gas production. OCC also has authority over
the regulation of commercial facilities,

OSDH has authority over the regulation of offsite landfilling activities and the control of surface
discharges. The Pollution Control Coordinating Board has responsibility for minimizing
duplication of effort on state environmental issues.

In this section, the review team made eight recommendations which they believed would
improve and or clarify the regulatory jurisdiction or authorities of the state agencies, pursuant
to the IOGCC Guidance. They also made recommendations which reflected concerns, existing
staffing, and funding shortfalls which may deter short and long term abilities to meet OCC goals
and objectives.  All recommendations were directed toward OCC. Of those eight
recommendations, three were positively responded to by legislative delineation of agency
responsibilities and one was accomplished by OCC action. OCC pursued the other four
recommendations but were unsuccessful in receiving the necessary legislative and administrative
support to implement the recommendations. All four recommendations address OGCD funding
and staffing needs. One minor change was implemented to address a small portion of one of
these recommendations.

The agencies responses to each of the eight tecommendations made on jurisdictions, authorities,
personnel and staffing are as follows:

A. Regulatory Jurisdictions and Authorities

RECOMMENDATION I.1.
The MOU between the OCC and OSDH should include all activities coordinated
between the agencies, including disposal of E&P waste into landfills and SARA Title III
reporting requirements.

State response:
The Oklahoma State Legislature passed bills in 1992 and 1993 which clearly define the
respective jurisdiction of each environmental agency. The OCC now has sole and

exclusive jurisdiction concerning all E&P related operations including off-site tank farms
and pipelines from the well-site to the refinery gates. The previous functions
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administered by the OSDH were placed in the newly created Oklahoma Department of
Environmental Quality (ODEQ). These functions include landfills and SARA Title IIL
Since the Legislature chose to more clearly define respective authorities of the agencies
through statutory direction, the OCC staff believes that MOU’s are no longer necessary.

RECOMMENDATION I.2.

Due to the continued proliferations of statutes and regulations addressing controls of
activities in all pollution media, the OCC should initiate a regular MOU review process
with each agency.

State Response:

OCC believes MOU’s are no longer necessary since the jurisdiction of each agency has
been clearly defined by legislation. The legislation enacted in 1992 and 1993 is ¢lear on
agency authority and MOU’s would appear to be unneeded duplication.

RECOMMENDATION L3.

OCC should maintain a strong working relationship with each of the constituent agencies
of the PCCB to efficiently transfer complaints and resolve problems,

State Response:

The 1992 and 1993 legislation consolidated environmental functions and disbanded the
Pollution Control Coordinating Council and the Pollution Control Board (PCB). These
laws mandated each environmental agency establish a pollution-related citizen complaint
reporting and resolution system and report monthly the status of each complaint to the
Oklahoma Conservation Commission, Citizen complaints must be responded to within
48 hours of receipt of the complaint and resolved within 180 days. To implement this
law, the OCC and other environmental agencies created a functional complaint reporting
and tracking system. Each complaint is assigned a number. Under this system, each
environmental agency receiving a complaint must determine proper jurisdiction and refer
the complaint to the appropriate agency. The OGCD staff believes the system is
working effectively and referral problems have been minimal. If the operator does not
take action to resolve the complaint within 90 days, the matter is referred to the General
Counsel for further action.

B. Funding
RECOMMENDATION I1.4.
New sources of funding are needed to increase staff levels at both the central office and
district offices in order to ensure that program goals and objectives are fulfilled. (See
Recommendation 1.6)
State Response:
The OCC and the OGCD have proposed several methods for new or amended funding

sources but have been unsuccessful in getting them implemented. The division is still
funded primarily by the Petroleum Excise Tax (0.095 of 1% of the sales value of the
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product, both oil and gas). All fees coilected by the division are now placed into the Oil
and Gas Conservation Division Revolving Fund, which was created by the 1992
legislature and is dedicated for oil and gas regulation. Previously, these fees were placed
into the Commission’s Revolving Fund for the general use of the agency. The industry
has been very supportive of proper funding of the OGCD, but have been reluctant to
support additional fees without legislative assurance that any new revenue funds will not
be taken from the agency. The Revolving fund does address one concern of the review
team and that was to have a dedicated funding source.

RECOMMENDATION Lé6.

OCC should consider one or more of several alternate funding options to place the
OGCD in a more stable financial position and maintain flexibility in seeking funding
levels commensurate with the cost of the program. The review team suggests the
following options:

a) Seek changes necessary to allow the OGCD to set the petroleum excise
taxes by regulation. Such flexibility would allow OGCD to increase or
decrease the rate based on program needs. The legislature and the
Governor would still have an opportunity to be involved through the
regulation review process.

b) Seek a statutory change to restructure the excise tax to apply to a mill rate
per production unit (barrel of oil or mcf or gas), thus eliminating the
vulnerability to price.

c) Reallocate most fee income and penalty income back to OGCD funded
activities. This approach would allow OGCD to charge fees in line with
services rendered, and also have dedicated program funding to use as
match for current and future federal grant money.

State Response:

As indicated by OCC in response to actions taken on Recommendation 1.4, action has
been pursued vigorously to address the funding problem and funding options have been
forwarded to the Legislature and the industry. The only change made by the Legislature
in 1992 was to dedicate the current revenue to oil and gas regulation rather than having
it available for general agency use. The current funding sources still remain vulnerable
to price change. OCC staff indicate intentions to keep the acquisition of additional
funding a top priority. '

RECOMMENDATION 1.7.

In the past, when cut-backs in staff resources were necessary due to the funding
shortfalls, OGCD reduced central office staff by one-half and maintained field staffing
levels at full force. The review team views this as a reasonable management decision
given the fiscal realities; however, the ability to maintain this commitment in the
long-term is of great concern, particularly if program responsibilities increase. The use
of time accounting techniques should be a viable tool in predieting desired shifts in
program funding.




State Response:

In the past three budgetary cycles, the OGCD was forced to cut field staff through
attrition due to funding shortfalls. During FY93, three years ago, the OGCD was forced
to unfund three field positions. During the current fiscal year (FY95), the OGCD has
10 vacant field positions, the three unfunded and seven funded positions that cannot be
filled due to funding shortfalls. This reduction equates to a 20 percent reduction in
available field personmnel since the date of the first review. Additional statutory
mandates have been issued, such as the previously mentioned citizen pollution-related
complaint response and resolution mandate, which have increased the workload of the
field staff. Since the legislature made this the top priority for each environmental
agency, other services such as witnessing well pluggings, pit construction and closure,
mechanical integrity tests, etc., have suffered. The decision to reduced field staff was not
one the agency or the OGCD took lightly. The decision came only after many services
provided by the central office were reduced, many to the detriment of the industry.
Unless the State of Oklahoma and decision makers are willing to adopt some of the
proposed funding option, service continued shortfall of funding and loss of personnel
appears to be imminent.

C, Personnel
RECOMMENDATION 1.9,

The legal support available to OGCD should be increased to carry out program goals
and objectives, including enforcement. (See Recommend X 4.)

State Response:

At the time of the Oklahoma review, only two (2) of the available six (6) attorney
positions were filled or available for use by the OGCD. All six (6) positions are now
filled and in use by the OGCD. The Office of General Counsel (OGC) now assigns at
least one attorney to each district for enforcement action. The OGCD staff is pleased
with the results of this redistribution of legal resources because enforcement actions have
been more timely.  To further improve enforcement, the OCC has formed a cross
functional team consisting of personnel from each district, the OGC, the comptroller and
the Office of Administrative Proceedings (OAP). The team will continue to look for
areas of improvement and will recommend specific procedures to improve enforcement
actions. During this review, OGCD staff indicates workload of legal staff could increase
if a shortage of district personnel exists because of less available staff time for
District-operator interaction.

RECOMMENDATION I.11.

OGCD is encouraged to maintain this level of professional expertise, and is further
encouraged to place hydrogeologists or environmental specialist in each district office.
The review team recommends that OGCD increase, wheie appropriate, the education
and training of field inspectors.




State Response:

Due to fiscal shortfalls discussed under Recommendation 1.7. the OGCD has not been
able to actually place hydrologists or environmental specialists in the district offices.
They have identified vacant, unfunded positions to allocate for this purpose but without
appropriate funding are unable to comply with this recommendation. The OGCD has
continued to take advantage of industry personnel to provide specific task oriented
training for field inspectors. The OCC was successful in getting legislation passed in
1994 which changed the statutory minimum qualifications for the field inspectors from
a high school graduate with one (1) year drilling and production experience to five (5)
years experience. This change will allow the hiring of more qualified field inspectors at
such time as the funding stabilizes,

II. PERMITTING

This section of the state review outlined the permitting processes employed by the OCC to
manage the disposition of oil and gas exploration and production waste,

The review team made fourteen recommendations on the permitting processes used by the
OCC. Two of the recommendations were satisfactorily resolved through legislative action and
one other was partially improved by legislative action. One recommendation has not been
completed, but legislation is pending to deal with the major concern of the recommendation.
Eight recommendations have been implemented either through regulatory amendment or
changes in administrative procedure. Two recommendations were partially implemented by
change in procedures.

The agency’s responses to each of the review team recommendations on permitting are as
follows:

A. Regulatory Mechanisms
RECOMMENDATION II.1.

The review team encourages OCC to addiess these E&P waste management practices
in its regulations to ensure that they are being adequately regulated and enforced.
IOGCC Guidelines 4.1.1.

State Response:

The recommendation 1efers to gas plant effluent discharges. The 1992 and 1993
Legislation, which reorganized the environmental repressibilities of the various agencies,
gas plant effluent discharges were specifically placed under the jurisdiction of the
Oklahoma Department of Environmental Quality (ODEQ) to provide coverage of this
specific E&P effluent discharge under state NPDES primacy. All other E&P exempt
wastes are under the jurisdiction of the OCC and have been defined under 165: 10-7-24.
This change properly addresses the review team concern.




RECOMMENDATION IIL.2,

OCC should clarify the requirements for onsite burial of these waste and, if necessary,
develop additional requirements to ensure that these waste are managed in an
environmentally responsible manner consistent with IOGCC Guidance, sections 4.1.1.
and 552, and in a manner that will prevent pollution in accordance with IOGCC
Guidance, section 5.1.a.

State Response;

The OCC had its Environmental Subcommittee review this recommendation and OAC
165. The OCC revised rule 10-7-24 to clarify requirements for on site burial of oily
debris, filter media, iron sponge, molecular sieve, produce sand, and paraffin. A review
of the revised rule indicates that it satisfies IOGCC Guidance section 5.1.a.

RECOMMENDATION I1.3.

OCC should continue to review and revise this rule regularly to ensure that it covers all
types of E&P waste, recognizes a variety of environmentally sound management options,
accommodates new technology, and reflects the hierarchy of preferred waste
management practices identified in IOGCC Guidance, section 5.1.e.

State Response:

The OCC has made extensive revision to OAC 165: 10-7-24 to cover the additional E&P
wastes and now both accommodates new technology and reflects the hierarchy of
preferred waste management practices identified in IOGCC Guidance section 5.1.e.

RECOMMENDATION I1.4.

To enhance the technical quality of permits issued by the district offices, professional
environmental staff should review permit applications processed by the district offices.
The review team supports OCC’s current efforts to obtain funding to hire a
hydrogeologist or environmental specialist for each district office. In addition, the
Oklahoma City staff should oversee the permitting practices of the district offices to
promote consistency statewide. IOGCC Guidance, section 4.3.1. (See Recommendation
L11)

State Response:

All permitting processes except road oiling performed by the district office staff have
been transferred to the Oklahoma City office. This transfer occurred due to the
rationale that prompted this recommendation and the inability of the OGCD to obtain
funding to place hydrologists or environmental specialists in each district office. Even
with the inability to hire hydrologists and environmental specialists in each district, OCC
has been able to improve consistency of permitting activities.

RECOMMENDATION IL5.

OCC should issue permits for long-term E&P waste management facilities and activities
for fixed terms, or otherwise establish a procedure for periodically reviewing the permits
for these facilities.




State Response:

As a result of this recommendation, the OGCD has established a policy of periodically
reviewing existing waste management facility permits for compliance. Commercial sites
are now reviewed at least semi-annually, All other pit permits are reviewed annually,
The actual permit for each commercial facility is reviewed every five years. OGCD does
not see a need to reissue permits but can require additional or revised permit conditions
based on the review plus any field inspections.

RECOMMENDATION 11.6.

The review team supports adoption of the new rule for surface facilities at enhanced
recovery projects. IOGCC Guidance, sections 4.1.1. and 5.3.2.

State Response:

Rules OAC 165: 10-7-20 and 10-7-30 were adopted subsequent to the review team
recommendation and are currently in place. Rule 10-7-20 addresses non-commercial salt
water disposal sites and 10-7-30 addresses enhanced recovery projects.

RECOMMENDATION I1.7.

As suggested by IOGCC Guidance, section 5.3.2., OCC rules should require an operator
to notify the OCC before constructing and using a pit authorized by rule so that the
OCC may ensure that the pit will be properly constructed, operated, and closed. Also,
OCC needs notice of the pit in order to maintain complete records of pit locations
consistent with IOGCC Guidance, section 5.3.6.1.

State Response:

The OGCD has developed a complete 1ecord of authorized pits and has a centralized
record in the Oklahoma City office. The field staff verifies the status of each pit
annually to insure that a current informational record is maintained. Reports of
inspections are still filed at the district office, but the Oklahoma City office sends a
printout to the district as a cross check. The OCC rules still do not require an operator
to notify the OCC prior to pit construction but OQCC believes the improved system of
inspection covers the lack of a rule.

RECOMMENDATION IL.8.

As suggested by IOGCC Guidance, section 4.1.1, and 5.7.2.1.a,, OCC should place
five-year terms on commercial disposal pit permits, or otherwise establish a procedure
for reviewing and revising, if necessary, these permits at least once every five years.
(See Finding and Recommendation V14.)

State Response:

The OGCD has adopted a policy of ensuring that all new Orders authorizing commercial
mud disposal facilities allow the OGCD to review the status of the Order based on the
compliance history of the facility or operator. The OGCD has elected to use this
process over five year term permits. Part of the review process by OGCD is to upgrade
surety requirements every five years, When permit violations occur, OGCD requires the
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