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HOUSE BILL NO. 634
INTRODUCED BY J. KASSMIER

A BILL FOR AN ACT ENTITLED: “AN ACT GENERALLY REVISING LAWS RELATED TO OIL AND GAS

LEASES; PROVIDING DEFINITIONS; CLARIEYING THAT THE LESSEE PAYS THE COSTS OF

PRODUCHON-FROM-THE-WORKINGINTEREST REQUIRING THE SHARING OF TRANSPORTATION

COSTS FOR GAS LEASES; REQUIRING-THE STATE TO-SHARE THE EXPENSE-OF TRANSPORTING THE

INFEREST; AND AMENDING SECHONS #7-3-432,77-3-434,-AND-SECTION 82-10-110, MCA; AND

PROVIDING AN APPLICABILITY DATE AND A RETROACTIVE APPLICABILITY DATE.”

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF MONTANA:

NEW SECTION. Section 1. Definitions. As used in this part, the following definitions apply:

(1)

{&)-"Costs efproduction transportation" means_costs incurred to gather and transport gas from

a wellhead to a point of sale downstream from the well, including but not limited to:-all-cests-incurred-for

(a)

compressor operator costs, including wages, communication, and insurance;

(b)

compressor electricity, repairs and maintenance, materials, and supplies;

(c)

compressor general liability;

(d)

field vehicle costs, including repairs, insurance, fuel, and tires; and

(e)

costs of natural gas for compressor and dehydrator.
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1 (2) "Lessee" means the person, including an operator or producer, entitled under an oil and gas

2 lease to drill and operate wells.
3 (3) "Lessor" means a mineral owner who has executed a lease and who is entitled to the payment

4 of a royalty on production.

5 (4) "Operator" or "producer" means a person who produces oil and gas.
6 (5) "Person" means any individual, firm, partnership, limited liability company, or corporation.
7 (6) "Royalty" means the lessor's share of production under a lease or a royalty owner's share of

8 production apart from a lease.
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11 NEW SECTION. Section 2. CestCosts of produsction transportation. The-Except for leases

12 subject to Title 77, chapter 3, part 4, or federal leases, the lessee and lessor shall pay-share the costs of

13 production transportation from-the-working-interest.
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10 Section 3. Section 82-10-110, MCA, is amended to read:
11 "82-10-110. Division order -- definition -- effect. (1) As used in this section, the term "division order"

12 is limited to mean an instrument executed by the lessor of an oil or gas lease or other royalty owner to authorize

13  the sale of and direct the distribution of proceeds from the sale of oil, gas, casinghead gas, or other related
14 hydrocarbons.
15 (2) A division order may not alter or amend the terms of the underlying oil or gas lease. A division

16  order does not relieve a lessee of any liabilities or obligations under the terms of the underlying oil or gas lease.

17 (3) A division order must be in writing and:
18 (a) must warrant the division of interest;
19 (b) must contain the name, address, and tax identification number of each interest owner to whom

20  disbursements are made by the holder of the proceeds from the sale of oil, gas, casinghead gas, or other

21 related hydrocarbons;

22 (c) must contain a provision requiring notice of change of ownership; and

23 (d) may contain any other terms that are necessary to facilitate the transaction.”

24

25 NEW SECTION. Section 4. Codification instruction. [Sections 1 and 2] are intended to be codified

26 as an integral part of Title 82, chapter 10, part 1, and the provisions of Title 82, chapter 10, part 1, apply to
27 [sections 1 and 2].
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1 NEW SECTION. Section 5. Applicability -- retroactive applicability. (1) [This act] applies to leases

2 entered on or after [the effective date of this act].

3 (2) [This act] applies retroactively, within the meaning of 1-2-109, to existing leases negotiated
4 prior to [the effective date of this act].
5 - END -
Legislative -4 - Authorized Print Version — HB 634
Services

Division



