HB 4061, As Passed Senate, April 28, 1998

SENATE SUBSTITUTE FOR
HOUSE BILL NO. 4061

A bill to anmend 1994 PA 451, entitled

"Natural resources and environnental protection act,"

by anendi ng sections 503 and 2132 (MCL 324.503 and 324.2132),

section 503 as anended by 1996 PA 133 and section 2132 as added

by 1995 PA 60, and by adding part 610.

THE PEOPLE OF THE STATE OF MICHIGAN ENACT:

1 Sec. 503. (1) The departnent shall protect and conserve the
2 natural resources of this state; provide and develop facilities
3 for outdoor recreation; prevent the destruction of tinber and
4 other forest gromh by fire or otherwi se; pronote the reforesting
5 of forest |ands belonging to the state; prevent and guard agai nst
6 the pollution of |akes and streans within the state and enforce
7 all laws provided for that purpose with all authority granted by
8 law, and foster and encourage the protecting and propagati on of

9 gane and fish. The departnment has the power and jurisdiction
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over the managenent, control, and disposition of all |and under
the public domain, except for those | ands under the public domain
that are managed by other state agencies to carry out their
assigned duties and responsibilities. On behalf of the people of
the state, the departnment nay accept gifts and grants of |and and
ot her property and may buy, sell, exchange, or condemn | and and
ot her property, for any of the purposes contenplated by this
part. The departnment may accept funds, noney, or grants for
devel opment of sal non and steel head trout fishing in this state
fromthe governnent of the United States, or any of its depart-
ments or agencies, pursuant to the anadronous fish conservation
act, Public Law 89-304, 16 U. S.C. 757a to 757g, and may use this
nmoney in accordance with the ternms and provisions of that act.
However, the acceptance and use of federal funds does not conmt
state funds and does not place an obligation upon the |egislature
to continue the purposes for which the funds are nmade avail abl e.
(2) The departnment nmay | ease | ands owned or controlled by it
t hat have been designated for use for recreational purposes, but
only to responsible legal units, within this state, of national
or state recogni zed groups devoted principally to devel opnent of
character and citizenship training and physical fitness of youth,
the financial support of which is by voluntary public subscrip-
tions or contributions, and the property of which is exenpt from
taxation under the laws of this state. The departnent may | ease
land in the Porcupine nmountain state park to third parties for
purposes as it considers desirable. Any |lease entered into under

this subsection shall Iimt the purposes for which the | eased
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4061 as anmended April 28, 1998 3
land is to be used and shall authorize the departnent to
termnate the | ease upon a finding that the land is being used
for purposes other than those permtted in the |ease.
(3) Wen —any—sales—oftand—are—+made—by— the departnent
SELLS LAND, the —deeds— DEED by which —t‘tands—are— THE LAND | S
conveyed may reserve all mneral, coal, oil, and gas rights to
the state —but— ONLY WHEN THE LAND IS I N PRODUCTION OR I S
LEASED OR PERM TTED FOR PRODUCTI ON, OR WHEN THE DEPARTNMENT DETER-
SN TLE LD S ML O S0 TV SN RS

Rl GHTS AS DETERM NED BY COVM SSI ON PQLI CY. _
HONEVER, THE DEPARTMENT shall not reserve the rights to sand

gravel, clay, or other nonnetallic mnerals. —Fhe—departrent

et I I " I L deeds w
Fantds—along—watercourses—and—streanrs—Sshat——contatn—a—<ctause

. I el . I I I

Fands— WHEN THE DEPARTMENT SELLS LAND THAT CONTAI NS SUBSURFACE

RI GHTS, THE DEPARTMENT SHALL | NCLUDE A DEED RESTRI CTI ON THAT
RESTRI CTS THE SUBSURFACE RI GHTS FROM BEI NG SEVERED FROM THE SUR-
FACE RIGHTS IN THE FUTURE. | F THE LANDOMER SEVERS THE SUBSURFACE
S PR LESRAT LGS, IE SRR MG ReVERT O T s
RI GHT OF | NGRESS AND EGRESS OVER AND ACROSS LAND ALONG WATER-
COURSES AND STREAMS. Wienever an exchange of land is made, either
with the United States governnment, a corporation, or an individu-
al, for the purpose of consolidating the state forest reserves,
t he departnent may i ssue deeds w thout reserving to the state the
m neral, coal, oil, and gas rights and the rights of ingress and
egress. The departnent may sell the |inestone, sand, gravel, or
ot her nonnetallic mnerals. However, the departnent shall not

sell a mneral or nonnetallic mneral right if the sale would
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viol ate part 353 —(sand—dune—proteection—andranagenrent)—of—~Act
No—451—of —thePubt+e—Acts—of 1994, —betngSseeti+ons—324-35361++to
324353260t —theM-ehigan—Conpttet—taws,— or part 637 —(santd—dune
mAthrg)—of—Act—No—451t—of the PubtiecActs—of 1994 —beirng
sectt+ons 32463701 t0 32463714 of the Mechigan—Conptted—taws,—
or any other provision of law. The departnment may sell al
reserved mneral, coal, oil, and gas rights to such | ands upon
terms and conditions as the departnent considers proper AND MAY
SELL O L AND GAS RI GHTS AS PROVIDED I N PART 610. The owner of
such | ands as shown by the records shall be given priority in
case the departnent authorizes any sale of such |ands, and,

unl ess the | andowner waives such rights, the departnent shall not
sell such rights to any other person. For the purpose of this
section, mneral rights do not include rights to sand, gravel
clay, or other nonnetallic m nerals.

(4) The departnment may enter into contracts for the sale of
the econom c share of royalty interests it holds in hydrocarbons
produced from devonian or antrimshale qualifying for the noncon-
ventional fuel credit contained in section 29 of the internal
revenue code of 1986, 26 U . S.C. 29. However, in entering into
t hese contracts, the departnment shall assure that revenues to the
natural resources trust fund under these contracts are not |ess
than the revenues the natural resources trust fund woul d have
received if the contracts were not entered into. The sale of the
econom ¢ share of royalty interests under this subsection may
occur under contractual terns and conditions considered

appropriate by the departnent and as approved by the state
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adm ni strative board. Funds received fromthe sale of the
econom ¢ share of royalty interests under this subsection shal
be transmtted to the state treasurer for deposit in the state
treasury as foll ows:

(a) Net proceeds allocable to the nonconventional fuel
credit contained in section 29 of the internal revenue code of
1986, 26 U.S.C. 29, under this subsection shall be credited to
the environnmental protection fund created in section 503a.

(b) Proceeds related to the production of oil or gas from
devonian or antrimshale shall be credited to the natura
resources trust fund or other applicable fund as provided by
I aw.

(5) As used in subsection (4):

(a) "Natural resources trust fund" nmeans the M chi gan natu-
ral resources trust fund established in section 35 of article IX
of the state constitution of 1963 and provided for in
section 1902.

(b) "Net proceeds" neans the total receipts received from
the sale of royalty interests under subsection (4) |ess costs
related to the sale. Costs may include, but are not limted to,
| egal, financial advisory, geological or reserve studies, and
accounting services.

Sec. 2132. (1) The departnent may sell surplus land at a
price of not less than its fair market value as determ ned by an
appr ai sal .

(2) The sale of surplus Iand shall be conducted by the

departnment through 1 of the follow ng nethods:
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(a) A sealed or oral bid public auction sale.

(b) A negotiated sale.

(3) The sale of surplus land through a sealed or oral bid
public auction sale shall be to the highest bidder. A bid shal
not be accepted for less than the fair market val ue of the sur-
plus | and as determ ned by an appraisal .

(4) A notice of the sale of surplus |and shall be given as
provided in section 2133.

(5) The proceeds fromthe sale of surplus |and shall be
deposited into the fund.

(6) Surplus land that is sold under this subpart shall be
conveyed by quitclaimdeed approved by the attorney general. —and

PART 610
UNI FI ED SURFACE AND SUBSURFACE O L OR GAS OMNERSHI P

SEC. 61001. AS USED IN TH' S PART:

(A) "DEPARTMENT" MEANS THE DEPARTMENT OF NATURAL RESOURCES.

(B) "SEVERED O L AND GAS RI GHTS" MEANS THOSE SUBSURFACE O L
AND GAS RI GHTS HELD BY THE DEPARTMENT ON LAND IN VWH CH THE
DEPARTMENT DCES NOT OWN THE SURFACE RI GHTS TO THE LAND

SEC. 61002. (1) WTH N 4 YEARS AFTER THE EFFECTI VE DATE OF
TH' 'S SECTI O\, THE DEPARTMENT SHALL COVPLETE AN | NVENTCORY OF ALL
LAND UNDER THE JURI SDI CTI ON OF THE DEPARTMENT AND SHALL CATEGO
RI ZE THE LAND AS FOLLOWE:

00117' 97 (S-4)
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(A) ALL LAND I N WH CH THE DEPARTMENT OWNS BOTH THE SURFACE
RI GHTS AND THE O L AND GAS RI GHTS.

(B) ALL LAND I N WH CH THE DEPARTMENT OWNS THE SURFACE RI GHTS
BUT NOT THE O L AND GAS RI GHTS.

(© ALL LAND IN WH CH THE DEPARTMENT OANS THE O L AND GAS
RI GHTS BUT NOT THE SURFACE RI GHTS.

(2) THE DEPARTMENT MAY CONTRACT FOR THE COMPLETI ON OF THE
| NVENTORY UNDER SUBSECTI ON (1).

SEC. 61003. (1) THE DEPARTMENT SHALL | MPLEMENT PROCEDURES

I N COVPLI ANCE W TH THI S PART THAT ALLOW THE DEPARTMENT, AFTER
CONSULTATI ON W TH THE NATURAL RESOURCE TRUST FUND BOARD AND
APPROVAL OF THE NATURAL RESOURCE COW SSI ON, TO DI VEST | TSELF OF
SEVERED O L AND GAS RI GHTS AND REUNI TE THE O L AND GAS RI GHTS
W TH THE SURFACE RI GHTS. THE DEPARTMENT IS NOT' REQUI RED TO
DI VEST | TSELF OF O L AND GAS RI GHTS TO LAND THAT IS I N PRODUCTI ON
OR I'S LEASED OR PERM TTED FOR PRODUCTI QN, OR TO LAND VWH CH THE
DEPARTMENT DETERM NES HAS UNUSUAL OR SENSI Tl VE ENVI RONMENTAL FEA-
TURES THAT SHOULD BE RESERVED BY THE STATE AND MAI NTAI NED I N AN
UNDEVELOPED STATE, OR TO LAND VWH CH THE DEPARTMENT MAY CONSI DER
OFFERI NG FOR EXCHANGE TO CONSOLI DATE | NHOLDI NGS W THI N MANAGEMENT
AREAS.

(2) WHEN THE DEPARTMENT TRANSFERS O L AND GAS RI GHTS UNDER
TH' S PART, THE DEPARTMENT SHALL | NCLUDE A DEED RESTRI CTI ON THAT
RESTRI CTS THE O L AND GAS RI GHTS FROM BEI NG SEVERED FROM THE SUR-
FACE RIGHTS IN THE FUTURE. | F THE LANDOMER SEVERS THE SUBSURFACE

Rl GATS FROM THE SURFACE RI GHTS, THE SUBSURFACE RI GHTS REVERT TO THI S

STATE.
SEC. 61004. (1) THE DEPARTMENT MAY DI VEST | TSELF OF

SEVERED O L AND GAS RI GHTS ON A COUNTY- BY- COUNTY BASIS. THE
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DEPARTIVENT NAY PRIORI TI ZE COUNTIES IN THE ORDER IN WHICH I T
| NTENDS TO OFFER DI VESTI TURE SALES OR TRANSFERS PURSUANT TO THI' S
PART.

(2) PRIOR TO DI VESTI NG | TSELF OF SEVERED O L AND GAS RI GHTS,
THE DEPARTMENT SHALL DEVELOP A PLAN FOR ATTACHI NG A MONETARY
VALUE TO THOSE RI GHTS BASED UPON CURRENT MARKET CONDI TIONS. THI' S
PLAN MAY | NCLUDE REQUI RI NG THE PURCHASI NG PARTY TO PAY ALL COSTS
ASSCCI ATED W TH COMPLETI NG THE TRANSACTI ON | NCLUDI NG A PROPOR-
TI ONAL SHARE OF THE COSTS OF COMPLETI NG THE | NVENTCORY.
ADDI TI ONALLY, THE DEPARTMENT MAY TRADE SEVERED O L AND GAS RI GHTS
FOR OTHER LAND OR RIGHTS IN LAND I F SUCH A TRADE IS I N THE BEST
| NTEREST OF THE STATE. AT THE TI ME THE DEPARTMENT TRANSFERS O L
AND GAS RI GHTS FOR LAND HELD BY A LOCAL UNIT OF GOVERNVENT, AND
FOR PARCELS OF LAND SMALLER THAN 5 ACRES I N Sl ZE, THE DEPARTMENT
SHALL TRANSFER THE O L AND GAS RI GHTS ONLY FOR THE COST OF PRO
CESSI NG THE TRANSACTI ON.

(3) IN EACH COUNTY I N WH CH THE DEPARTMENT OFFERS TO SELL OR
TRANSFER SEVERED O L AND GAS RI GHTS TO THE SURFACE OMER,

THE DEPARTMENT SHALL PUBLI SH A NOTI CE | N A NEWSPAPER
OF GENERAL CI RCULATION IN THE COUNTY WHERE THE O L AND GAS RI GHTS

ARE LOCATED AND PROVI DE NOTI FI CATION TO THE LOCAL TAXI NG
AUTHORI TY OF TH S STATE' S OFFER TO SELL SEVERED O L AND GAS
Rl GHTS TO SURFACE OMNERS . A PRI CE DESI GNATED BY THE DEPART-
MENT FOR THE PURCHASE OF O L AND GAS RI GHTS SHALL BE VALID FOR A

M N MUM OF 90 DAYS. A LANDOMNER WHO DESI RES TO ACCEPT THE
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DEPARTMENT' S OFFER TO SELL OR TRANSFER THE SEVERED O L AND GAS
RI GHTS SHALL PROVI DE THE DEPARTMENT W TH A COPY OF A RECORDED
DEED SHOW NG THE PERSON' S OWNERSHI P OF THE LAND. A PERSON WHO
ATTEMPTS TO PURCHASE O L AND GAS RI GHTS FROM THE DEPARTMENT WHO
'S NOT THE SURFACE OMNER FORFEI TS ANY MONEY G VEN TO THE
DEPARTIMENT.

(4) AFTER THE 90- DAY PERI OD DESCRI BED I N SUBSECTI ON (3), THE
SURFACE OWNER OR A SUBSEQUENT SURFACE OANER MAY PETI TI ON THE
DEPARTMENT FOR SALE OF THE SEVERED O L AND GAS RI GHTS AT A PRI CE
AGREEABLE TO THE DEPARTMENT.

(5) ALL MONEY RECEI VED BY THE DEPARTMENT FOR THE SALE OR
TRANSFER OF O L OR GAS RI GHTS PURSUANT TO THI S PART SHALL BE FOR-
WARDED TO THE STATE TREASURER FOR DEPOSI T | NTO THE M CH GAN NATU-
RAL RESOURCES TRUST FUND ESTABLI SHED I N PART 19.

00117' 97 (S-4) Fi nal page. JCB



