HB 5709, As Passed Senate, December 7, 2000

REPRI NT
SUBSTI TUTE FOR
HOUSE BI LL NO. 5709
(As passed the House, May 25, 2000)

A Dbill to anend 1994 PA 451. entitled "An act to protect the
envi ronnent and natural resources of the state: to codifv. revise.
consolidate. and classifv laws relatina to the environnment and nat ural
resources of the state: to reaulate the di scharae of certain substances
into the environnent: to reaulate the use of certain | ands. waters, and
ot her natural resources of the state: to prescribe the powers and.
duties of certain state and | ocal aaencies and officials: to provide
for certain charaes. fees, and assessnents: to provide certain
appropriations: to prescribe penalties and provide renedi es: to repeal
certain parts of this act on a snecific date: and tao reneal certain

acts and narts of acts " hv amendinn sectinng R1502h A1502c and 76111 (MC
324 A15M2h 224 A15N3r and 224 768111) <ertinn A1502h as added hv 1999 PA 246, section 61503c as

added by 1999 PA 247, and section 324.76111 as added by 1995 PA 58.
THE PEOPLE OF THE STATE OF M CHI GAN ENACT:

Sec. 61503b. (1) A person who enters into a gas |ease as a
| essee after —the—effectivedateofthis—seection— MARCH 28, 2000
shall not deduct fromthe lessor’s royalty any portion of post-
production costs unless the | ease explicitly allows for the
deduction of post production costs. If a |ease explicitly pro-
vi des for the deduction of post production costs, the | essee nay
only deduct post production costs for the following itenms, unless
the | ease explicitly and specifically provides for the deduction
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of other itens:

06458' 00 (H2) R1 JCB



© 00O N O o B~ WDN P

N NN NNNMNNRRPRPRPRERRERPR PR PR PR
N~ o 00N W NP O © 0N O b wN P O

HB 5709, As Passed Senate, December 7, 2000
House Bill No. 5709 2

(a) The reasonabl e costs of renoval of carbon di oxi de(CR),
hydr ogen sul fide (H2S), nolecular nitrogen (N2), or other con-
stituents, except water, the renmoval of which will enhance the
val ue of the gas for the benefit of the | essor and | essee.

(b) Transportation costs after the point of entry into any
of the follow ng:

(i) An independent, non affiliated, third-party-owned pi pe-
line system

(ii) A pipeline systenmowned by a gas distribution conpany
or any subsidiary of thegas distribution conpany, which is regu-
| ated by the M chi ganpublic service comn ssion.

(iii) An affiliated pipeline system if the rates chargedby
t he pi peline system have been approved by the M chi ganpublic
service conm ssion, or if the rates charged are reasonabl e, as
conpared to i ndependent pipeline systens, based on thepipeline
systenis | ocation, distance, cost of service, and otherpertinent
factors.

(2) A lesseeshall not charge postproduction costs incurred
on gas producedfrom1 drilling unit, pooled or conunitized
area, or unit areaagainst a lessor’s royalty for gas produced
fromanother drillingunit, pooled or conmunitized area, or unit
area. As used in thissubsection, "unit area" neans the fornma-
tion or formations thatare unitized and surface acreage that is
a part of the unitizedlands, as described in either of the
fol | ow ng:

(a) The plan for unit operations that is thesubject of the

supervisor’s order as provided in section61706.
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(b) An applicabl e agreenent providing for unit operations.
(3) If a person who has entered into a gas | ease asa | essee
prior to or after —the—-effectivedateof thts—section MARCH 28,
2000 charges the lessor for any portion of post production costs,
the | essee shall notify the lessor in witing of the availability
of the following information and if the | essor requests in wit-
ing to receive this information, the | essee shall provide the
| essor, in witing, a specific item zed explanation of all post-
production costs to be assessed.

(4) A division order or other docunent that includes provi-
sions that stipulate how production proceeds are distributed,
received by the lessor fromthe | essee, shall not alter or define
the terns of a | ease unless voluntarily and explicitly agreed to
by both parties in a signed docunment or docunents in which the
parties expressly indicate their intention to anmend the |ease. A
| essee shall not precondition the paynent of royalties upon the
| essor signing a division order or other docunent that stipul ates
how production proceeds are distributed, except as provided in
this subsection. As a condition for the paynent of royalties
under a |l ease other than a | ease granted by the state of
M chigan, a | essee or other pay or shall be entitled to receive a
signed division order fromthe payee containing only the foll ow
i ng provisions, unless other provisions have been voluntarily and
explicitly agreed to by both parties in a signed docunent or doc-
uments in which the parties expressly indicate their intention to
wai ve the provisions of this subsection:
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(a) The effective date of the division order.

(b) A description of the property fromwhich the oil or gas
i's being produced and the type of production.

(c) The fractional or decimal interest in production, or
bot h, clainmed by the payee, the type of interest, the certifica-
tion of title to the share of production clained, and, unless
ot herwi se agreed to by the parties, an agreenent to notify the
pay or at least 1 nonth in advance of the effective date of any
change in the interest in production owed by the payee and an
agreenent to indemify the payor and reinburse the pay or for pay-
ments nmade if the payee does not have nerchantable title to the
production sol d.

(d) The authorization to suspend paynent to the payee for
production until the resolution of any title dispute or adverse
claimasserted regarding the interest in production clained by
t he payee.

(e) The nane, address, and taxpayer identification nunber of
t he payee.

(f) A statenment that the division order does not anend any
| ease or operating agreenent between the interest owner and the
| essee or operator or any other contracts for the purchase of oi
or gas.

Sec. 61503c. (1) Notwi thstanding section 61522, a person
who know ngly viol ates section 61503a or 61503b is responsible
for the paynent of a civil fine of not nore than$i, 000.00. A
default in the paynment of a civil fine or costs ordered under
this section or an installnent of the fine or costs nay be
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renedi ed by any neans aut horized under the revised judicature act
of 1961, 1961 PA 236, MCL 600. 101 t 0600.9948.

(2) The attorney general or the lessor of a gas |lease with
respect to his or her |ease may bring an action in circuit court
for injunctive relief or damages, or both, against a person who
viol ates section 61503a or 61503b.

(3) If a person who has entered into a gas | ease as a | essee
vi ol ates section 61503a or 61503b, each day the violation contin-
ues constitutes a separate offense only for 5 days; thereafter,
each day the violation continues does not constitute a separate
offense. If a person who has entered into a gas | ease asa
| essee viol ates section 61503a or 61503b and such a violation
affects nore than 1 | essor having an interest in the sanme well,
pooled unit, or unitized area, the violation as to all |essors
—shatt——consti+tute— CONSTI TUTES only 1 of fense.

(4) If a court finds that a | essee deducted post production
costs froma lessor’s royalty contrary to secti on61503b(1), the
| essor may recover as danmges the anpunt of post production costs
deducted contrary to section 61503b(1) AND MAY ALSO RECOVER REA-
SONABLE ATTORNEY FEES | NCURRED I N BRI NG NG THE ACTI ON UNLESS THE
LESSEE ENDEAVORED TO CURE THE ALLEGED VI OLATI ON PURSUANT TO SUB-
SECTION (5) PRIOR TO THE BRING NG OF THE ACTION. In addition, a
—party— LESSEE who prevails in litigation under this subsection
may recover reasonable attorney fees incurred in —brinaging—
DEFENDI NG an action under this subsection, if the court finds
that the position taken by the —nonprevartingparty— LESSOR in

the litigation was frivol ous.
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(5) A person shall not bring an action under this section

unl ess the person has first given the | essee witten notice of
the alleged violation of section 61503a or 61503b, with reason-
ably conprehensive details, and allowed a period of at |east 30
days for the |essee to cure the alleaed violation

Sec. 76111. (1) —Fhe— SUBJECT TO SUBSECTION (7). THE
depart ment OF ENVI RONMENTAL OUALITY shall establish Great Lakes
bott om ands preserves bv rule. A G eat Lakes bottonl ands oreserve
shal | be established bv eneraencv rule if it is determ ned bv the
departnent that this action is necessaryv to i medi ately protect an
object or area of historical or recreational val ue

(2) A Great Lakes bottonl ands preserve mav be establ i shed
whenever a bottom ands area includes a sinale watercraft of
sianificant historical value. includes 2 or nore abandoned
wat ercraft. or contains other features of archaeol oaical, _
hi storical. recreational. aeoloaical. or environnental sianificance.
Bott oml ands areas containina few or no watercraft or other features
directlv related to the character of a preserve may be excluded from

reserves.

P (3) In establishino a G eat Lakes bottomnl ands preserve. the
depart ment OF ENVI RONMENTAL QUALITY shall consider all of the
follow na factors:

_ (a) Whet her creatina the preserve i s necessarv to protect
ei t her abandoned. oropertv possessina historical or recreational
¥alye or significant underwater geol ogical or environnental

eat ures.

b)Y The extent of |ocal public and private support for creation
of the preserve.

(c) Whet her a preserve devel opnent plan has been prepared by a
state or | ocal aaencyv.

(d) The extent to which preserve support facilities such as
roads. marinas. charter services. hotels. nedical hvperbaric
facilities. and rescue agenci es have been developed in or are
pl anned for the area.

(4) The departnment OF ENVI RONMENTAL QUALITY and the secretary
of state shall not arant a permt to recover abandoned artifacts
within a Great Lakes bottonl ands oreserve excent for historical or
scientific opurpnoses or when the recoverv will not adverselv affect
the historical. cultural, or recreational integrity of the preserve
area as_a whol e

(5) An |nd|V|duaI Great Lakes bottom ands oreserve shall not
exceed 400 sauare mles in area. Geat Lakes bottom ands pbreserves
shall be limted in total area to not nore than _10% of the G eat
Lakes bottom ands within this state. HOANEVER. THE LI M TATI ONS

a
PROVIDED I N THI S SUBSECTICN DO NOT APPLY TO THE THUNDER BAY GREAT
LAKES BOTTOM_LAND PRESERVE ESTABLI SHED | N SUBSECTI ON (7).

(6) Uoon the abproval of the conmttee. not nore than 1 vessel
associated with Geat Lakes maritinme historv mav be sunk
intentionallv within a G eat Lakes bottom ands preserve. However,
?%ate nDan shall not be expended to purchase, transport, or sink

e vessel .

(7) THE THUNDER BAY GREAT LAKES STATE BOTTOMLAND PRESERVE
ESTABLI SHED UNDER R 299. 6001 OF THE M CH GAN ADM NI STRATI VE CCDE
SHALL HAVE BOUNDARI ES | DENTI CAL W TH THOSE DESCRIBED IN 15 C. F. R
922.190 FOR THE THUNDER BAY NATI ONAL MARI NE SANCTUARY AND UNDERWATER
PRESERVE. AS LONG AS THE THUNDER BAY NATI ONAL MARI NE SANCTUARY AND
UNDERWATER PRESERVE REMAI NS A DESI GNATED NATI ONAL MARI NE SANCTUARY
THE RI GHT AND PRI VI LEGE TO EXPLORE. SURVEY. EXCAVATE. AND REGULATE
ABANDONED PROPERTY OF HI STORI CAL OR RECREATI ONAL VALUE FOUND UPON OR
W THI N THE LANDS OMNED BY OR UNDER CONTROL OF THE STATE W THI N THOSE
BOUNDARI ES SHALL BE JO NTLY MANAGED AND REGULATED BY THE DEPARTMENT
OF ENVI RONVENTAL QOUALI TY AND THE NATI ONAL OCEANI C AND ATMOSPHERI C
ADM NI STRATI ON. HONEVER.  THI S SUBSECTI ON SHALL NOT BE CONSTRUED TO
CONVEY ANY OMNERSHI P Rl GHT OR | NTEREST FROM THE STATE TO THE FEDERAL
GOVERNMENT OF ABANDONED PROPERTY OF HI STORI CAL OR RECREATI ONAL VALUE
E$X¥E UPON OR WTH N THE LANDS OAMNED BY OR UNDER CONTROL OF THE
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