HB 5317, As Passed Senate, April 28, 1998

SENATE SUBSTITUTE FOR
HOUSE BILL NO. 5317

A bill to anmend 1994 PA 451, entitled
"Natural resources and environnental protection act,"
by anmendi ng section 61513 (MCL 324.61513), as added by 1995 PA
57.

THE PEOPLE OF THE STATE OF MICHIGAN ENACT:

Sec. 61513. (1) Wen, to prevent waste, the total allowable
production for any oil or gas field or pool in the state is fixed
in an anount | ess than that which the field or pool could produce
if no restriction were inposed, the supervisor shall prorate or
distribute on a reasonabl e basis the allowabl e producti on anong
the producing wells in the field or pool, to prevent or mnimze
reasonabl y avoi dabl e drai nage from each devel oped area which is
not equalized by counter drainage. The rules or orders of the
supervisor, so far as it is practicable to do so, shall afford

t he owner of each property in a pool the opportunity to produce
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his or her just and equitable share of the oil or gas in the
pool, being an anobunt, so far as can be practicably determ ned
and obtained wthout waste, and w thout reducing the bottom hole
pressure materially below the average for the pool, substantially
in the proportion that the quantity of the recoverable oil or gas
under the property bears to the total recoverable oil or gas in
the pool, and for this purpose to use his or her just and equita-
bl e share of the reservoir energy. A well in a pool producing
froman average depth of 1,000 feet or |less, on the basis of a
full drilling unit as may be established under this section,

shal |l be given a base all owabl e production of at |east 100 bar-
rels of oil per well per week; for a well in a pool producing
froman average depth greater than 1,000 feet, the base all owabl e
production shall be increased 10 barrels per well per week for
each —addi-t+on— ADDI TI ONAL 100 feet of depth greater than 1,000
feet, if the allowable production is or can be nmade w t hout sur-
face or underground waste.

(2) To prevent the drilling of unnecessary wells, the super-
visor may establish a drilling unit for each pool. A drilling
unit, as described in this subsection, is the maxi num area that
may be efficiently and economcally drained by 1 well. A
drilling unit constitutes a developed area if a well is |ocated
on the drilling unit that is capable of producing the econom -
cally recoverable oil or gas under the unit. Each well permtted
to be drilled upon any drilling unit shall be located in the
approxi mate center of the drilling unit, or at such other

| ocation on the drilling unit as nmay be necessary to conformto a
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uni formwel | spacing pattern as adopted and promul gated by the
supervi sor after due notice and public hearing, as provided in
this part.

(3) The drilling of unnecessary wells is hereby decl ared
wast e because unnecessary wells create fire and other hazards
conduci ve to waste, and unnecessarily increase the production
cost of oil and gas to the operator, and therefore al so unneces-
sarily increase the cost of the products to the ultimte
consuner.

(4) The pooling of properties or parts of properties is per-
mtted, and, if not agreed upon, the supervisor may require pool -
ing of properties or parts of properties in any case when and to
the extent that the small ness or shape of a separately owned
tract or tracts would, under the enforcenent of a uniform spacing
plan or proration or drilling unit, otherw se deprive or tend to
deprive the owner of such a tract of the opportunity to recover
or receive his or her just and equitable share of the oil or gas
and gas energy in the pool. PRI OR TO PETI TI ONI NG THE SUPERVI SOR
FOR A HEARI NG TO REQUI RE POCLI NG OF PROPERTI ES OR PARTS OF PROP-
ERTI ES THAT ARE NOT SUBJECT TO AN O L OR GAS LEASE, THE PETI -

TI ONER SHALL MAKE A GOOD FAI TH EFFORT TO LEASE EACH SUCH
PROPERTY. TO MEET THE REQUI REMENT OF A GOOD FAI TH EFFORT UNDER
THI S SUBSECTI ON, THE PETI TI ONER OR A REPRESENTATI VE OF THE PETI -
TI ONER SHALL | NI TI ATE A CONTACT WTH EACH OWMNER OF THE UNLEASED
PROPERTI ES BY CERTIFIED MAI L TO ATTEMPT TO LEASE THE PROPERTI ES.
AFTER RECEI VI NG A RESPONSE FROM THE OMNER, OR AFTER 14 DAYS I F
THE OMNER DOES NOT RESPOND, THE PETI TI ONER OR A REPRESENTATI VE OF
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THE PETI TI ONER SHALL I NI TI ATE A CONTACT WTH THE OMNER A SECOND
TI ME BY CERTIFI ED MAIL TO ATTEMPT TO LEASE THE PROPERTY. THE
PETI TI ONER SHALL NOT FILE THE PETI TION WTH THE SUPERVI SOR FOR A
HEARI NG TO REQUI RE POOLI NG OF PROPERTI ES UNDER THI S SUBSECTI ON
UNTI L AT LEAST 14 DAYS AFTER I NI TI ATI NG CONTACT WTH THE OMNER A
SECOND TI ME AS PROVIDED IN THI'S SUBSECTI ON.  WHEN THE PETI TI ONER
OR REPRESENTATI VE OF THE PETI TI ONER CONTACTS THE M NERAL OWNER,
THE PETI TI ONER SHALL PROVI DE THE M NERAL OMNER W TH THE | NFORMA-
TI ON REGARDI NG POOLI NG OF PROPERTI ES DEVELOPED BY THE DEPARTMENT
UNDER SUBSECTI ON (9). THE SUPERVI SOR SHALL NOT REQUI RE THE POOL-
| NG OF PROPERTI ES OR PARTS OF PROPERTI ES FOR THE PRCDUCTI ON OF
ANTRI M GAS UNDER THI S SECTI ON UNLESS THE OMNERS OF A MAJORITY OF
THE M NERAL RI GHTS I N THE DRI LLI NG OR PRORATI ON UNI T OR AREA
SUBJECT TO A UNI FORM SPACI NG PLAN HAVE LEASED THEIR O L AND GAS
Rl GHTS OR OTHERW SE AGREED TO PARTI Cl PATE | N THE DEVELOPMENT OF
THE PROPOSED UNIT OR AREA. The owner of any tract that is smaller
than the drilling unit established for the field shall not be
deprived of the right to drill on and produce fromthat tract, if
the drilling and production can be done without waste. In this
case, the allowable production fromthat tract, as conpared with
the all owabl e production if that tract were a full unit, shall be
inthe ratio of the area of the tract to the area of a full unit,
except as a snmaller ratio may be required to nmaintain average
bottom hol e pressures in the pool, to reduce the production of
salt water, or to reduce an excessive gas-oil ratio. All orders
requiring pooling described in this subsection shall be upon

terms and conditions that are just and reasonable, and w |
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afford to the owner of each tract in the pooling plan the
opportunity to recover or receive his or her just and equitable
share of the oil or gas and gas energy in the pool as provided in
this subsection, and w thout unnecessary expense, and will pre-
vent or mnimze reasonably avoi dabl e drai nage from each devel -
oped tract that is not equalized by counter drainage. The por-
tion of the production allocated to the owner of each tract
included in a drilling unit fornmed by voluntary agreenent or by a
pooling order shall be considered as if it had been produced from
the tract by a well drilled on the tract.

(5) Each well permtted to be drilled upon a drilling unit
or tract shall be drilled at a |l ocation that conforns to the uni-
formwell spacing pattern, except as may be reasonably necessary
where after notice and hearing the supervisor finds any of the
fol |l ow ng:

(a) That the unit is partly outside the pool or that, for
sone other reason, a well at the | ocation would be unproductive.

(b) That the owner or owners of a tract or tracts covering
that part of the drilling unit or tract on which the well would
be located if it confornmed to the uniformwell spacing pattern
refuses to permt drilling at the regular |ocation.

(c) That topographical or other conditions are such as to
make drilling at the regular |ocation unduly burdensonme or inmm -
nently threatening to water or other natural resources, to prop-
erty, or to life.

(6) If an exception under subsection (5) is granted, the

supervi sor shall take such action as wll offset any advant age
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that the person securing the exception may have over ot her
producers in the pool by reason of the drilling of the well as an
exception, and so that drainage fromthe devel oped areas to the
tract with respect to the exception granted will be prevented or
m nimzed and the producer of the well drilled as an exception
wll be allowed to produce no nore than his or her just and equi -
tabl e share of the oil or gas in the pool as the share is set
forth in this part, and to that end the rules and orders of the
supervi sor shall be such as will prevent or mnimze reasonably
avoi dabl e drai nage from each devel oped area that is not equalized
by counter drainage and will give to each producer the opportu-
nity to use his or her just and equitable share of the reservoir
ener gy.

(7) Mninmm all owabl e production for some wells and pools
may be advisable fromtime to tinme, especially with respect to
wells and pools already drilled on May 3, 1939, when forner —Act
Ne—61+—ofthePubte—Aects—of—1939— 1939 PA 61 took effect, so
that the production wll repay reasonable lifting costs and thus
prevent premature abandonnment of wells and resulting wastes.

(8) After the effective date of any rule pronul gated or
order issued by the supervisor as provided in this part estab-
lishing the all owabl e production, a person shall not produce nore
than the all owabl e production applicable to that person, his or
her wells, |eases, or properties, and the all owabl e production
shal | be produced pursuant to the applicable rules or orders.

(9) THE DEPARTMENT SHALL DEVELOP AND MAKE AVAI LABLE PRI NTED
MATERI AL DESCRI Bl NG THE REASONS FOR AND THE Cl RCUMSTANCES UNDER
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VWH CH THE SUPERVI SOR MAY REQUI RE THE POOLI NG OF PROPERTI ES OR
PARTS OF PROPERTI ES. THE | NFORMATI ON SHALL DESCRI BE THE REQUI RE-
MENTS FOR PUBLI C NOTI CE, PUBLI C HEARI NG AND THE | SSUANCE OF AN
ORDER REQUI RI NG THE POOLI NG OF PROPERTI ES OR PARTS OF PROPERTI ES.
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