© 00 N o 0o ~A W DN P

=
o

HOUSE BILL No. 4259

February 11, 1997, Introduced by Reps. Alley, Freeman, Martinez, Bobier, LaForge and
Wetters and referred to the Committee on Conservation, Environment and Recreation.

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) A PERSON SHALL NOT ENTER INTO AN O L OR
GAS LEASE AS A LESSEE WTH THE OAMNER OF PRI VATE PROPERTY W THI N
THI S STATE UNLESS THE FOLLOW NG ARE PROVI DED I N THE LEASE
AGREEMENT:

(A) THE EXACT PERCENTAGE OF ROYALTY | NTEREST ENTI TLED BY THE
LESSOR AS DETERM NED BY THE VALUE OF THE O L, GAS, OR RELATED
PRODUCTS EXTRACTED FROM THE LEASED SI TE TAKI NG | NTO ACCOUNT ANY
STANDARD OR NONSTANDARD EXPECTED DEDUCTI ONS.

(B) I'F ANY REDUCTI ONS I N THE ROYALTI ES ACCRU NG TO THE
LESSOR ARE ALLONED UNDER THE LEASE AGREEMENT DUE TO
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POSTPRODUCTI ON COSTS, A PROVI SI ON THAT THE LESSOR SHALL RECEI VE A
DETAI LED AND | TEM ZED LI ST OF POTENTI AL POSTPRODUCTI ON COSTS.

(C) |1 F POSTPRODUCTI ON DEDUCTI ONS ARE PROVI DED FOR AND AGREED
TO BY BOTH THE LESSEE AND THE LESSOR, THE LEASE AGREEMENT SHALL
CONTAI N THE FOLLOW NG PROVI SI ONS:

(i) THE DEFI NI TI ON OF POSTPRODUCTI ON COSTS.

(ii) SPECI FI C AREAS OF | TEMS ELI Gl BLE FOR DEDUCTI ONS.

(iii) A CLEAR PROCESS ENABLI NG THE LESSEE TO MONI TOR ELI G -
BLE DEDUCTI ONS BEI NG CHARGED.

(iv) A MAXI MUM PERCENTAGE OF COSTS TO BE DEDUCTED.

(D) | F THE PCSSI BI LI TY EXI STS UNDER THE LEASE AGREEMENT FOR
THE LESSOR TO BE REQUI RED TO MAKE A PAYMENT TO THE LESSEE | N ANY
G VEN MONTH DUE TO DEDUCTI ONS FOR POSTPRODUCTI ON COSTS OR OTHER
| TEMS, THE LEASE MUST SPECI FI CALLY STATE THI S PCSSI BI LI TY.

(2) ALL OF THE PROVI SI ONS LI STED I N SUBSECTI ON (1) (A) TO (D)
SHALL BE PROVI DED | N THE LEASE AGREEMENT | N 12- PO NT BOLDFACED
TYPE WHI CH | S AT LEAST 4 PO NTS LARGER THAN THE BODY OF THE LEASE
AGREENMENT.

(3) I F A PERSON HAS ENTERED | NTO AN O L OR GAS LEASE AS A
LESSEE W TH THE OANER OF PRI VATE PROPERTY W THI N THE STATE ON THE
EFFECTI VE DATE OF THI S SECTI ON AND THE LEASE AGREEMENT OR ANY
SUBSEQUENT AGREEMENT ALLOWS FOR POSTPRODUCTI ON DEDUCTI ONS, THE
LESSEE SHALL, W THIN 90 DAYS AFTER THE EFFECTI VE DATE OF THI S
SECTI ON, PROVI DE THE LESSOR W TH ALL OF THE FOLLOW NG

(A) THE DEFI NI TI ON OF POSTPRODUCTI ON COSTS.

(B) SPECI FI C AREAS OF | TEMS ELI Gl BLE FOR DEDUCTI ONS.
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(© A CLEAR PROCESS ENABLI NG THE LESSEE TO MONI TOR ELI G BLE
DEDUCTI ONS BEI NG CHARCED.

(D A MAXI MUM PERCENTACE OF COSTS TO BE DEDUCTED

(4) A PERSON WHO KNOW NAY VI CLATES THI' S SECTI ON | S RESPON-
SI BLE FOR THE PAYMENT OF A CIVIL FINE OF NOT MORE THAN
$25, 000. 00. A DEFAULT IN THE PAYMENT OF A CIVIL FINE OR COSTS
ORDERED UNDER THI' S SECTI ON OR AN | NSTALLMENT OF THE FI NE OR COSTS
MAY BE REMEDI ED BY ANY MEANS AUTHORI ZED UNDER THE REVI SED JUDI CA-
TURE ACT OF 1961, 1961 PA 236, MCL 600. 101 TO 600. 9948.

(5) THE ATTORNEY GENERAL OR OTHER PERSON MAY BRI NG AN ACTI ON
IN CI RCU T COURT FOR | NJUNCTI VE RELI EF OR DAMAGES, OR BOTH
AGAI NST A PERSON WHO VI OLATES THI S SECTI ON.
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