HB 5262, As Passed Senate, April 28, 1998

SENATE SUBSTITUTE FOR
HOUSE BILL NO. 5262

A bill to anmend 1994 PA 451, entitled
"Natural resources and environnental protection act,"
(MCL 324.101 to 324.90106) by addi ng section 61503a.

THE PEOPLE OF THE STATE OF MICHIGAN ENACT:

SEC. 61503A. (1) BEG NNI NG 12 MONTHS AFTER THE EFFECTI VE
DATE OF TH S SECTI ON, A PERSON WHO HAS ENTERED | NTO A GAS LEASE
AS A LESSEE PRI OR TO OR AFTER THE EFFECTI VE DATE OF THI S SECTI ON
SHALL DO ALL OF THE FOLLOW NG

(A) STARTI NG AFTER PRODUCTI ON BE@ NS, FOR A WELL THAT BEQ NS
CONTI NUOUS GAS PRODUCTI ON AFTER THE EFFECTI VE DATE OF THI S SEC-
TION, OR STARTI NG ON THE EFFECTI VE DATE OF THI S SECTI ON FOR A
WELL THAT BEGAN CONTI NUOUS GAS PRODUCTI ON ON OR BEFORE THE EFFEC-
TI VE DATE OF THI S SECTI ON, PROVI DE THE LESSOR WHO HAS AN | NTEREST
| N THE LEASED PROPERTY W TH MONTHLY REVENUE STATEMENTS WRI TTEN | N
PLAI'N ENGLI SH THAT PROVI DE ALL OF THE FOLLOW NG
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(1) UNDER THE HEADI NG "UNIT PRI CE", THE PRI CE RECEIl VED BY
THE LESSEE PER 1, 000 CuBI C FEET OR 1, 000, 000 BTUS OF GAS SCLD.
THE LESSEE SHALL PAY TO THE LESSOR H S OR HER PROPER SHARE OF THE
GROCSS PROCEEDS OR VALUE, AS PROVI DED | N THE LEASE.

(1) A STATEMENT OF THE DEDUCTI ONS TAKEN FROM THE LESSOR S
ROYALTY, AND THE PURPCSE OF THOSE DEDUCTI ONS. THE STATEMENT OF
THE DEDUCTI ONS SHALL BE | TEM ZED, EXCEPT THAT A LESSEE NMAY GROUP
DEDUCTI ONS UNDER GENERAL CATEGORI ES | F THE LESSEE STATES THAT A
SEPARATE | TEM ZED STATEMENT OF THE DEDUCTI ONS W LL BE FURNI SHED
UPON VWRI TTEN REQUEST AND STATES THE ADDRESS TO VWH CH A WRI TTEN
REQUEST FOR AN | TEM ZED STATEMENT SHOULD BE DI RECTED. THI S SEC-
TI ON DOES NOT PROHI BI T A LESSEE FROM MAKI NG DEDUCTI ONS ON AN
ESTI MATED BASI S FOR A CALENDAR YEAR OR OTHER 12- MONTH ACCOUNTI NG
PERIOD IF THIS IS DI SCLOSED | N THE MONTHLY REVENUE STATEMENT OR
THE SEPARATE | TEM ZED STATEMENT. | F AN ESTI MATE | S USED, THE
LESSEE SHALL DETERM NE THE ACTUAL AMOUNT AND MAKE ANY NECESSARY
ADJUSTMENTS W THI N 180 DAYS AFTER THE END OF THE CALENDAR YEAR OR
OTHER 12- MONTH ACCOUNTI NG PERI OD. HOWEVER, | F ANY COSTS HAVE NOT
BEEN FI NALLY DETERM NED, THE LESSEE MAY RESERVE AN AMOUNT VHI CH
THE LESSEE CONSI DERS I N GOOD FAI TH TO BE ADEQUATE TO COVER THE
COSTS THAT HAVE NOT BEEN FI NALLY DETERM NED AND SHALL MAKE ANY
NECESSARY ADJUSTMENTS WHEN THE ACTUAL COSTS HAVE BEEN FI NALLY
DETERM NED.

(B) STARTING AT THE END OF THE CALENDAR YEAR OR OTHER
12- MONTH ACCOUNTI NG PERI OD AFTER PRODUCTI ON BEG NS FOR A WELL
THAT BEG NS CONTI NUOUS PRCDUCTI ON AFTER THE EFFECTI VE DATE OF
TH' 'S SECTI QN, OR STARTI NG AT THE END OF THE CALENDAR YEAR OR
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OTHER 12- MONTH ACCOUNTI NG PERI CD WHEN THI S SECTI ON BECOMES
EFFECTI VE FOR A WELL THAT BEGAN CONTI NUOUS PRODUCTI ON ON OR
BEFORE THE EFFECTI VE DATE OF THI S SECTI ON, PREPARE AN ANNUAL
ACCOUNTI NG OF GAS SALES FROM THE LEASED PROPERTY AND ANY DEDUC-

TI ONS TAKEN FROM THE LESSOR S ROYALTY DURI NG THE CALENDAR YEAR OR
OTHER 12- MONTH ACCOUNTI NG PERI CD. THE LESSEE SHALL COMPLETE THE
ACCOUNTI NG W THI N 180 DAYS AFTER THE END OF THE CALENDAR YEAR OR
OTHER 12- MONTH ACCOUNTI NG PERI CD. HOWEVER, | F ANY COSTS HAVE NOT
BEEN FI NALLY DETERM NED, THE LESSEE MAY ACCOUNT FOR THESE ON THE
BASIS OF A RESERVE VWH CH THE LESSEE CONSI DERS | N GOOD FAI TH TO BE
ADEQUATE TO COVER THE COSTS THAT HAVE NOT BEEN FI NALLY DETER-

M NED, AND SHALL PREPARE A SUPPLEMENTAL ACCOUNTI NG WHEN THE
ACTUAL COSTS HAVE BEEN FI NALLY DETERM NED. THE LESSEE SHALL

NOTI FY THE LESSOR OF THE AVAI LABI LI TY OF THE ACCOUNTI NG W THI N
180 DAYS AFTER THE END OF THE CALENDAR YEAR OR OTHER 12- MONTH
ACCOUNTI NG PERI OD, AND SHALL FURNI SH A COPY OF THE ACCOUNTI NG
UPON REQUEST OF THE LESSOR W THI N 30 DAYS OF RECEI PT OF THE
REQUEST. THE NOTI FI CATI ON AS TO THE AVAI LABI LI TY OF THE ACCOUNT-
| NG MAY BE MADE ON A MONTHLY REVENUE STATEMENT AND NEED NOT BE A
SEPARATE DOCUMENT.

(2) SUBJECT TO SECTI ON 61503B(4), THE MONTHLY REVENUE STATE-
MENTS AND PAYMENTS UNDER SUBSECTI ON (1) (A) SHALL BE | NI TI ATED
PROVPTLY AFTER THE DETERM NATI ON OF THE DI VI SI ONS OF | NTEREST OF
THE PARTI ES ENTI TLED TO SHARE | N THE PRODUCTI ON, UNLESS A VALID
AGREEMENT BETWEEN THE LESSEE AND THE LESSOR PROVI DES OTHERW SE.
HONEVER, | F THE ENTI TLEMENT OF THE LESSOR TO RECEI VE PAYMENT | S
| N QUESTI ON BECAUSE OF LACK OF GOOD AND MARKETABLE RECORD TI TLE
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OR BECAUSE OF ANY Cl RCUMSTANCE THAT MAY EXPOSE THE LESSEE TO THE
RI SK OF MULTI PLE LIABILITY OR LIABILITY TO A THI RD PARTY | F THE
PAYMENT |'S MADE, THE LESSEE MAY DEFER PAYMENT TO THAT LESSOR
UNTIL THE TI TLE OR OTHER Cl RCUMSTANCE HAS BEEN RESOLVED, UNLESS A
VALI D AGREEMENT BETWEEN THE LESSEE AND THE LESSOR PROVI DES
OTHERW SE. | F THE MAI LI NG ADDRESS OF THE LESSOR, OR PLACE WHERE
PAYMENT SHOULD BE MADE, IS UNKNOW\, PAYMENT MAY BE DEFERRED UNTI L
THE LESSEE RECEI VES THAT | NFORMATION. | F THE TOTAL AMOUNT OF THE
ROYALTIES IS LESS THAN $50. 00 AT THE END OF ANY MONTH, PAYMENT
MAY BE DEFERRED UNTIL THE TOTAL AMOUNT REACHES AT LEAST $50. 00,
UNLESS A VALI D AGREEMENT BETWEEN THE LESSOR AND THE LESSEE PRO-
VI DES OTHERW SE.
Enacting section 1. This anendatory act takes effect upon
the expiration of 90 days after the date of its enactnent.
Enacting section 2. This anendatory act does not take
ef fect unl ess House Bill No. 4259 of the 89th Legislature is

enacted into | aw
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