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Highlights

®" The bill provides protections against efforts to transfer cash from the Oil and Gas Well
Fund (Fund 5180) to other state funds for alternative uses.

" The bill redirects revenue from the fee that injection well owners pay (5¢ or 20¢ per barrel
of injected substance depending on the origin of the substance) from Fund 5180 to the
county or counties in which the fee generating injection well is located. Over the past five
years this fee has generated between $2.0 million and $2.5 million annually.

®  The Ohio Department of Natural Resources (ODNR) may incur additional administrative
costs from changes to a variety of administrative duties under the bill. These costs could
be at least partially offset by permit fees and the sale of carbon credits.

®  State agencies could benefit from bonus payments and shut-in provision payments in
standard oil and gas leases. Any additional revenue will depend on specific terms of
executed leases.

®  The bill requires shut-in royalty payments in state oil and gas leases to be made annually,
equal to $50 per net mineral acre. Payments received by the state will depend on the
acreage of state leases.

B Costs incurred by the state or counties for road repairs because of a horizontal well
operator’s heavy hauling activities would be at least partially offset under the bill.

= Exemptions from the public utility tax for certain natural gas gathering operations would
likely result in only a slight loss of revenue deposited to the GRF.
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Detailed Analysis
Oil and Gas Well Fund
Protections against cash transfers for other uses

The bill provides protections against efforts to transfer cash from the Oil and Gas Well
Fund (Fund 5180) for other uses by amending both the Controlling Board statute and H.B. 96.
Specifically, the bill prohibits the Controlling Board and the Office of Budget and Management
from authorizing or executing transfers of money from Fund 5180 to any other fund or
appropriation item, or for judgments and settlements unrelated to the Division of Oil and Gas
Resources Management. Fund 5180 is required to be used solely and exclusively for purposes
enumerated in law, including plugging orphaned wells, administrative expenses of the Division,
and expenses critical and necessary for the protection of human health, safety, and the
environment related to oil and gas production in Ohio. As of June 2, 2026, Fund 5180 held a cash
balance of approximately $225.4 million.

Injection fee proceeds

The bill redirects proceeds of the fee that injection well owners pay from the Qil and Gas
Well Fund (Fund 5180) to the Brine and Waste Substances Permitting Fund which the bill creates.
The bill requires injection well owners to forward the fee to the Chief of the Division of Qil and
Gas Resources Management, who must deposit the money into the new fund and then disburse
it to the county or counties in which the fee-generating injection well is located. Under the bill,
each county’s treasurer deposits the funds into the county’s general fund. If the well is in more
than one county, the funds are divided equally among the relevant counties. Between FY 2022
and FY 2025, injection well fees produced revenue averaging $2.4 million per year.

Under continuing law, injection well fees are based on the amount of substance being
injected into the well. The fees are 5¢ per barrel of each substance that is injected when the
substance is produced within the regulatory district in which the well is located or within an
adjoining district or 20¢ per barrel of each substance that is injected when the substance is not
produced within a regulatory district or within an adjoining regulatory district in which the well
is located. Additionally, under current law, the fee can be imposed only on the first 500,000
barrels of substance injected.

ODNR administrative duties

The bill makes several changes to administrative functions carried out by the Division of
Oil and Gas Resources Management. Taken together these changes have an uncertain fiscal
effect. It is likely that the Division will incur some new costs. However, any new costs could be at
least partially offset via revenue generated through permit fees or the sale of carbon credits.

Examples of administrative changes made by the bill include: (1) granting the Division the
authority to regulate and permit any portion of an oil and gas well located in Ohio, even if another
portion of the well is located outside the state, (2) granting the Division ownership rights to
carbon credits for any orphaned well plugged using state or federal money and allowing the Chief
of the Division of Oil and Gas Resources Management to enter into arrangements to obtain or to
sell carbon credits, (3) changes to the expedited drilling and plugging permit review procedures,
(4) changes to oil and gas orders appeals and procedures, (5) changes to notification procedures
regarding orphaned wells, and (6) requiring the Ohio Department of Natural Resources (ODNR)
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to establish a scoring matrix for orphaned wells, including prioritization of wells located near
injection wells. For more details about these and other administrative functions modified by the
bill please see the LSC bill analysis (PDF).

State land oil and gas leases

The bill makes changes to the terms of the standard oil and gas lease used by state
agencies that may result in additional revenue. First, the bill requires the standard lease to
include an option to extend the primary term of the lease for an additional five years, instead of
three years under current law by tendering to the state agency the same bonus paid when first
entering the lease. The also bill requires shut-in royalty payments in state oil and gas leases to be
made annually and be equal to $50 per net mineral acre. Total additional revenue under these
changes will depend upon the terms agreed to under an oil and gas lease and the number of
acres leased.

The bill also creates specific provisions that must be included in the standard lease. Taken
together, these requirements do not appear to have a direct fiscal effect. They could however
result in a delay of payments received by the state. For full details please see the LSC bill analysis

PDF).

Road use agreements and heavy hauling permits

The bill creates options for operators of horizontal wells related to heavy hauling permits
and road maintenance and safe use agreements (RUMAs) while appearing to protect the state
and counties from unreimbursed costs to repair roads because of heavy hauling. Under the bill,
operators of horizontal wells have three options. They could (1) obtain special regional hauling
permits when operating a vehicle or hauling a load that exceeds current law road weight limits
as under current law, (2) enter a voluntary RUMA with an appliable local government, or
(3) submit an affidavit attesting that they made a good faith effort but failed to enter a RUMA
and be exempt from needing a special regional hauling permit. However, for the exemption to
apply, the operator must provide a bond, not to exceed more than $30,000 per mile, when
required by a county engineer and provide certain information to the county engineer every two
months when a seasonal weight restriction applies. It is unclear if the counties and state would
be held harmless under option (3) above, but any costs incurred by the state or counties could
be at least partially offset through forfeited bonds.

Natural gas gathering tax exemption

The bill could result in a slight reduction in public utility tax revenue. It exempts certain
natural gas gathering operations from the public utilities tax if the operation gathers more
dekatherms than it purchases from nongathered sources in a calendar year. Overall, any lost
revenue deposited to the GRF is expected to be negligible. Under the bill, the tax exemption
would begin in tax year 2027.
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