FY 2008-09 BUDGET NARRATIVE

OIL & GAS CONSERVATION COMMISSION (OGCC)
Program Costs
The OGCC’s Program Cost line funds the OGCC’s personnel and operating expenses, including 53.0 FTE, commission hearing expenses, travel expenses, vehicle mileage, information technology, and general office overhead.  The employees funded through this line item are involved in field inspections, complaint response, enforcement, permitting, regulatory report reviews, environmental studies, mitigation of impacts caused by oil and gas activity, management of data related to the approximately 33,000 active and 40,000 inactive wells, and general administration. 

To address the significant increase in oil and gas industry activity, this long bill line item has increased from $2,732,859 and 33.0 FTE in FY 2004-05 to $4,853,967 and 53.0 FTE in FY 2007-08.   Of the $4,853,967, $2,218,182 is from the Operational Account of the Severance Tax Trust Fund and $1,937,594 is from the Oil and Gas Conservation and Environmental Response Fund.
The agency’s FY 07-08 budget matches the November 1, 2006 request, less the requested amounts for AED and SAED ($4,458), which were included in DNR decision items #4 and #6, plus funding for budget amendment #11A  ($75,447), HB 07-1180 ($3,450), and HB 07-1298 ($5,050).   The FY 08-09 base request is net of one-time funds associated with FY 07-08 decision items, HB 07-1180, and HB 07-1298.  A Decision Item (DI#1) has been submitted with the FY 08-09 budget request that would impact this line.
Underground Injection Control Program
The FY 07-08 budget matches the November 1, 2006 request.  This line item represents a federal grant, which partially reimburses the OGCC for its costs associated with regulating Class II underground injection wells.  This program is delegated to the agency by the EPA and is listed for informational purposes only.  The grant amount varies from year to year, due to fluctuations in the federal budget.  

Plugging and Reclaiming Abandoned Wells
The FY 07-08 line item matches the November 1, 2006 request.  The funding is used by the OGCC to plug and abandon orphaned well sites.   The funding source is the Oil and Gas Conservation and Environmental Response Fund. 
Environmental Assistance and Complaint Resolution
The FY 07-08 line item matches the November 1, 2006 request.  These funds are used by the OGCC to respond to complaints by landowners or other persons.  Water and soil samples are frequently collected and sent to various labs for analysis.  Funding for this line item is from the Oil and Gas Conservation and Environmental Response Fund.
Emergency Response

The FY 07-08 line item matches the November 1, 2006 request.  The purpose of this funding, per Long Bill footnote 104 (SB 07-239),  “is for investigation, prevention, monitoring, and mitigation of circumstances, which are caused by or are alleged to be associated with oil and gas activities and which call for immediate action by the Oil and Gas Conservation Commission.  An emergency creates a threat to public health, safety, or welfare or to the environment as proclaimed by the Oil and Gas Conservation Commission Director and approved by order of the Oil and Gas Conservation Commission.”  The OGCC has been requested by the general assembly to include in its annual budget request a report detailing all expenditures made in the previous year from this line item.
Funding for this line item is from the Oil and Gas Conservation and Environmental Response Fund.  

Special Environmental Protection and Mitigation Studies
The FY 07-08 line item matches the November 1, 2006 request.  This line item was first established in FY 06-07 to provide timelier funding for special environmental protection and mitigation studies including, but not limited to gas seepage mitigation studies, outcrop monitoring studies, soil gas surveys in the vicinity of plugged orphaned wells, and baseline water quality and subsequent follow-up studies.  The OGCC has been requested by the general assembly, per Long Bill footnote 105 (SB07-239), to include in its annual budget request a report detailing all expenditures made in the previous year from this line item.  This line item may or may not be fully expended in any given year.  The intent was to provide available funds for studies that, to optimize their benefit, should be conducted as the needs for them are identified, as opposed to waiting on the annual budget process.
Funding for this line item is from the Oil and Gas Conservation and Environmental Response Fund.
Data Cleanup Project
The FY 07-08 line item matches the November 1, 2006 request.  The Data Cleanup Project was a FY 07-08 decision item, which was cut in half by OSPB, due to other budget priorities.  This is a one-time line item and is not requested for FY 08-09.  Funding for this line item is from the Oil and Gas Conservation and Environmental Response Fund.

SB 07-198 Coalbed Methane Monitoring and Mitigation Projects in La Plata and Archuleta Counties
This bill requires the transfer of $4,452,000 from the Oil and Gas Conservation and Environmental Response Fund (Fund 170) to a new fund, the Coalbed Methane Seepage Cash Fund (Fund 21G), for the purposes set forth in the bill.  The transfer schedule is as follows; $2,003,400 in FY 07-08, $2,003,400 in FY 08-09, and $445,200 in FY 09-10.   The funds will be available for the OGCC’s use through June 30, 2010.  Any remaining funds will be transferred back to the Oil and Gas Conservation and Environmental Response Fund.
Indirect Cost Assessment

The FY 07-08 line item matches the November 1, 2006 request.  For FY 08-09, the Indirect Cost line has been increased by $110,341, including $110,315 CF and $26 FF.
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