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SENATE BILL NO. 18 

INTRODUCED BY GAGE 

A BILL FOR AN ACT ENTITLED: "AN ACT TO GENERALLY REVISE OIL 

AND GAS LAWS; AUTHORIZING CERTAIN POOLING AND UNI·J' 

AGREEMENTS; CLARIFYING RESPONSIBILITY FOR MITIGATION OF 

DAMAGES; AND AMENDING SECTIONS 77-3-430, 82-11-lOl, 

82-11-103, 82-11-161, AND 82-11-164, MCA." 

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF MONTANA: 

Section 1. section 77-3-430, MCA, is amended to read: 

"77-3-430. Pooling agreements and unit operations • 

Nothing contained in this or in prior related laws prevents 

the board from entering into agreements for the pooling of 

acreage with others for unit operations for the production 

of oil or gas or both and the apportionment of oil or gas 

. royalties or both on an acreage or other equitable basis and 

from modifying leases with respect to delay rentals, delay 

drilling penalties, and royalties in accordance with Stleh 

the pooling agreements and Stleh the unit plans of operation. 

However, ~tteh the agreements may not chdnge the percenta_ge 

of royalties to be paid to the state from the percentages as 

fixed in its leases. The board shall enter i.r:!!O___E_?cJ:i__[]_g_ and 

unit agreements when to do so will conserve the nat11ral 

resources of an oil and gas area, promote its developmPnt in 
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~n orderly and economical manner to meet market condi~ions, 

avoid waste, and ensure a more equita~le distribution of the 

proceeds oE production. The beard may modify existing 

pooling and .1nit agreements so as to commit the state la!ds 

included therein in the poolin_g ar.d unit agreements for as 

long as the unitized substance or substances for which the 

state lands are committed is produced fro~ any lands in the 

unit. 11 

Section 2. Section 82-11-101, MCA, is amended to read: 

"82-11-101. Definitions. As used in this chapter, 

unless the context requires otherwise, 

definitions apply: 

the following 

( 1) 11 Adrninistrator" means the administrator of the 

division of oil and gas conservation. 

( 2) ''Board'' means the board of oil and gas conservation 

provided for in 2-15-3303. 

(3) ''Class II injection well'' means a well, as defined 

by the federal environmental protection agency or any 

successor age;1cy, that injects fluids: 

(a) that have been brcugt1t to the surface in conriection 

with oil or natural gas production; 

(b) for purposes of enhancing the ultimdte recovery of 

oil or natural ga~; or 

( c) 

( 4) 

for purposes oE storing liquid hydrocarbons. 

"Depdrtment" means 

-2-

the depdrtment of natural 

INTRODUCED BILL 
S8 l'i 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

SB 0018/01 

resources and conservation provided for in Title 2, chapter 

15, part 33. 

! 5 l "Deterrninations'1 means those decisions delegated to 

the state by or under authority of the Natural Gas Policy 

Act of 1978 or any successor or similar legislation relating 

to oil and gas. 

( 6 l 

from 

''Enhanced recovery 11 means the increased recovery 

a pool achieved by artificial means or by the 

application of energy extrinsic to the pool; such artificial 

means or application includes pressuring, cycling, pressure 

maintenance, or injection into the pool of any substance or 

form of energy as is contemplated in secondary recovery and 

tertiary programs but does not include the injection in a 

well of a substance or form of energy for the sole purpose 

of aiding in the lifting of fluids in the well or 

stimulating of the reservoir at or near the well by 

mechanical, chemical, thermal, or explosive means. 

I 7 l ''Field'' means the general area underlaid by 011e or 

more pools. 

I Bl ''Fluid~ means any material or substance that flows 

or moves, whether in a semisolid, liquid, sludge, gas, or 

any other form or state. 

(9) ''Gas" means all natural gases and all other fluid 

hydrocarbons as produced at the wellhead and not defined as 

oil in subsection (10) of tt1is section, 
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110) "Oil" means crude petroleum oi i. and other 

hydrocarbons regardless oE gravity which are produced at the 

wellhead in liquid form by ordinary production methods and 

which are not the result of condensation of gas before or 

after it leaves the reservoir. 

(11) "Owner" means the person who has the right to drill 

into and produce from a pool and to appropriate the oil or 

gas he produces thereEreffl from a pool either for himself or 

others or for himself and others, and the term incl~des all 

persons holding etle~ that authority by or through him. 

(12) ~Person'' means any natural person, corporation, 

association, partnership, receiver, trustee, executor, 

administrator, guardian, fiduciary, or other representative 

of any kind and includes any agency or instrumentality of 

the state or a11y governmental subdivision the~eof of the 

state. 

(13) 11 Pollution'1 means contamination or other alteration 

of the physical, chemical, or biological properties of any 

state waters that exceeds that permitted by state water 

quality standards or standards adopted by the board, 

including but not limited to the disposal, discharge, 

seepage, drainage, infiltration, flow, or injection of any 

liquid, gaseous, solid, or other substance into any state 

waters that will or is likely to create a nu:sance or render 

the waters harmful, detrime11t~l, or injurious to public 

-4-
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health, 

animals, 

recreation, safety, welfare, livestock, wild 

birds, fish, or other wildlife. A disposal, 

discharge, seepage, d~ainage, infiltration, flow, or 

injection of fluid that is authorized under a rule, permit, 

or order of the board is not pollution under this chapter. 

(14) .. Pool" means an underground reservoir containing a 

common accumulation of oil or gas or both; each zone of a 

structure which is completely separated from any other zone 

in the same. structure is a pool, as that term is used in 

this chapter. 

(15) '1Producer'' means the owner of a well er wells 

capable of producing oil or gas or both. 

(16) "Responsible person" means a person who is 

determined by the board under 82-10-402 to have abandoned an 

oil or gas well, injection well, disposal well, water 

service well, drill site, sump, or seismographic shot holeL 

or other area where oil and gas operations are conducted and 

who-¼s~ 

tat--n-e0rpor8t¼on,-as~oeiation7-partnersk±p,--or--other 

bttsiness-organizseion-w±th-assees-in-exeess-of-$rSa,eee,-or 

tbt--if--th~--bttsiness-organiz8tion-doe~-not-h8ve-as~ets 

±n--exeess--o£--$i5678907--a--nat~ra±--person--with--primery 

ownershi~-±n-the-b~sine~s-or9ani%ation. 

(17} "State waters" means any body of water, 

surface or underground. 
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(18) ''Waste'' means: 

(a) physical waste, as that term is generally 

understood in the oil and gas industry; 

(b) the inefficient, excessive, or improper use of or 

the unnecessary dissipation of reservoir energy; 

(c} the location, spacing, drilling, equipping, 

operating, or producing of any oil or gas well or wells in a 

manner which causes or tends to cause reduction in the 

quantity of oil or gas ultimately recoverable from a pool 

under prudent and proper operations or which causes or tends 

to cause unnecessary or excessive surface loss or 

destruction of oil or gas; and 

(d) the inefficient storing of oil or gas. (The 

production of oil or gas from any pool or by any well to the 

full extent that the well or pool can be produced in 

accordance with methods designed to result in maximum 

ultimate recovery, as determined by the board, is not waste 

within the meaning of this definition.)'' 

Section 3. Section 82-11-103, MCA, 1s amended to read: 

"82-11-103. Lands subject to law. This chapter applies 

to all lands in the state lawf~lly subject to its taxatioM 

and police powers_, __ i'.!cluding all state-owned lands. It 

applies to lands of the United States or to lands subject to 

the jurisdiction of the United States orly to the extent 

25 that control and supervision of conservation of oil and gas 

-6-
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by the United States on its lands fails to effect the intent 

and purposes of this chapter and otherwise applies to those 

lands to ~tte~ the extent ~s that any officer Df the United 

States having jurisdiction or his duly authorized 

representative approves any of the provisions of this 

chapter or an order of the board wnien that affects those 

lands. This chapter also applies to any lands committed to a 

unit agreement approved by the secretary of the interior or 

his duly authorized representative, except that the board 

may, with respect to those unit agreements, suspend the 

application of this chapter or any part of this chapter so 

long as the conservation of oil and gas and the prevention 

of ~aste as provided in this chapter is accomplished under 

the unit agreements. The suspension does not relieve an 

operator or owner from making ~tl:C'~ reports as that may be 

required by the board with respect to operations and 

production under the unit a~reement, and the suspension does 

not rel iev-e an oper-ator or owner from the payment of taxes 

on his oil and gas production or payment for permit fees as 

required by this chapter." 

S.ection 4. Section 82-11-161, MCA, is amended to read: 

"82-11-161. Oil and gas production dam.age milis;alion 

account -- statutory appropriation. (1) There is an oil and 

gas production damage mitigation account within the state 

special revenue fund established in 17-2-102. The oil and 
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gas production damage mitigation account is controlled by 

the board. 

(2) On Juiy 1, 1991, and at the beginning of each 

succeeding biennium, there must be allocated to the oil and 

gas production damage mitigation account $50,000 from the 

interest income of the resource indemnity trust fund, except 

if at the beginning of a biennium the unobligated cash 

balance in the oil and gas production damage mitigation 

account: 

(a) eq~als or exceeds $200,000, no allocation will be 

made; or 

{b) is less than $200,000, then an amount less than or 

equal to the difference between the unobligated cash balance 

and $200,000, but not more than $50,000, must be allocated 

to the oil and gas production damage mitigation account from 

the interest income of the resource indemnity trust fund. 

( 3) In addition to the allocation provided in 

subsection (2), there must be deposited in the oil and gas 

production damage mitigation account: 

(a) all 

82-11-136; and 

funds received by the board pursuant to 

{b) all fees received by the board from owners of 

producing wells pursua11t to 82-11-162. 

(4) If a sufficient balance exists in the account, 

funds are statutorily appropriated, as provided in 17-7-502, 

-8-
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1 from the oil and gas production damage mitigation account, 

2 upon the authorization of the board, to pay the reasonable 
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costs of properly plugging a well and either reclaiming or 

restorin.9..L or both, ~ drill site or other area dama~ 

oil and gas operations if the bo-ard determines that the 

well, sump, or hole, drill site, or area has been abandoned 

and the responsible p~rson cannot be identified or located 

or if the responsible person doe~-~ot-~a~e-stl£E±eient-~tlnd~ 

to-pay-the-eosts fails or refuses- to properly plug, reclaim, 

or restore the well, drill site, or area within a reasonable 

time after demand by the board. The responsible person 

shall, however, pay costs to the extent of his available 

resources and is subsequently liable to fully reimburse the 

account or is subject to a lien on property as provided in 

82-11-164 for costs expended from the account to properly 

plug, reclaim, or restore the well, drill site, or area and 

to mitigate any damage ea~~ed-by-the~wel± for which he is 

responsible. 

(5) Interest from funds in the oil and gas· production 

damage mitigation account accrues to that account. 

(6) The board shall submit to the legislature at the 

beginning of each regular session a complete financial 

report on the oil and gas production damage mitigation 

account, including a description of dll expenditures made 

since the preceding report.~ 
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Section 5. Section 82-11-164, MCA, is amended to read: 

"82-11-164. Lien created. I 1 I The oil and gas 

production damage m.1tigation account has a lien in the 

amount of :.he exyenditure from the account under 

82-11-161(4), plus interest accrued at the rate of 101 a 

year, against all real ar.d personal property in thi5 state 

owned by~ 

tat the :esponsible person 7 ---if---that--per~on--i~ 

~~b~eqtient¼y-ide~eif±ed-or-±oeated; or 

tbt in which tne responsible person,--if-that-per~on--i~ 

~newn-bttt-ean~ot-or-will-not-fttl¼y-reimbttrse-the-0~%-and-9as 

prod~etion-damage-miti9ation-aeeount has an interest. 

(2) The lien created under subsection (1) must be filed 

in the office of the secretary of state and must attach to 

all real or personal property of the responsible person. 

(3) A lien created by this section is valid until paid 

in full or otherwise discharged. The lien must be foreclosed 

in accordance with applicable laws governing foreclosure of 

mortgage~ -an:d 1 iens." 

NEW SECTION. Section 6. Saving clause. [This act] does 

not affect rights and duties that matured, penalties that 

were incurred, or proceedings that were begun before [the 

effective dale o( this act]. 

-End-
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APPROVED BY COHH. ON 
NATURAL RESOURCES 

SENATE BILL NO, 18 

INTRODUCED BY GAGE 

A BILL FOR AN ACT ENTITLED: "AN ACT TO GENERALLY REVISE OIL 

AND GAS LAWS; AUTHORIZING CERTAIN POOLING AND UNIT 

AGREEMENTS: CLARIFYING RESPONSIBILITY FOR MITIGATION OF 

DAMAGES: AND AMENDING SECTIONS TT-3-438, 82-11-101, 

82-11-103, 82-11-104, 82-11-161, AND 82-ll-164, MCA." 

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF MONTANA: 

Seetion-¼o--Seetion-77-3-438,-M€A,-±~-amended-to-read~ 

•17-3-4380--Poo¼ing--a9reement~--and--ttnit---operation~• 

Nothin9--eentained-in-this-or-in-prior-re¼ated-¼aws-prevents 

the-board-!rom-entering-into-a9reements-£or-the--pooiin9--of 

aerea9e--with--other9-£or-ttnit-operations-for-t~e-prodttetion 

0£-oii-or-9ae-or-both-and-the-apportionment-0£--oi¼--or--ga9 

roya~tie9-or-both-on-an-aerea9e-or-other-eqttitable-basis-and 

Erom--modifying--¼eases-w±th-respeet-to-de¼ay-rentais 7 -deiay 

dri½~ing-pena¼ties,-and-roya¼ties-in--aeeordanee--with--saen 

the poo¼ing-agreemente-and-eaeh the ttnit-plans-of-operat±onT 

However 7 --etleh the agreemente-may-not-ehange-the-pereentage 

0£-royaitiee-to-be-pa±d-to-the-stete-from-the-pereenta9ee-as 

£±xed-±n-ite-¼easeeo ~he-board-ehei¼-ente~-into-pooi±ng--and 

tin±t--agreements--when--te--do--eo-w±~t-ee~serve-th~-natttra¼ 

re~0tireee-o!-an-oil-and-9a~-area,-promote-its-development-in 

~n• Legi,i.twe Council 
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an-orderiy-and-eeonom±eal-manner-to-meet-mar~et--eonditions, 

avoid-waste7-and-ensttre-a-more-eqa±table-d±etr±btttion-0E-the 

proeeeds--0£--prodttetion. ~he--board--mey--mod±Ey--exist±ng 

poo¼±ng--and-ttnit-agreemente-so-ae-to-eofflfflit-the-sCate-%ande 

±nc¼ttd~d-therein ±a-the-poo%in9-and-~n±t-a9reeme~ts ~or--as 

¼on9--as--the-tt~±t~zed-sttbstance-or-sttbstanees-for-wh±eh-the 

state-%ands-are-eofflfflitted-±s-p~odtteerl-£rom-eny-¼ands-i~--~he 

ttnit.u-

Section 1. Section 82-11-101, MCA, is amended to read: 

ua2-11-10~. Definitions. As used in this chapter, 

unless the context requires otherwise, the following 

definitions apply: 

(1) "Administrator" means the administrator of the 

division of oil and gas conservation. 

(2) "Board" means the board of oil and gas conservation 

provided for in 2-15-3303. 

(3) ''Class II injection well'' means a well, as defined 

by the federal environmental protection agency or any 

successor agency, that inj~cts fluids: 

(a) that have been brought to the surface in connection 

with oil or natural gas production; 

{b) for purposes of enhancing the ultimate recovery of 

oil or natural gas; or 

{c) for purposes of storing liquid hydrocarbons. 

l 4) "Department" means the department of natural 

SECOND READING 
-2- SB 18 
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resources and conservation provided for in Title 2, chapter 

15, part 33. 

(5) "Determinations 11 means those decisions delegated to 

the state by or under authority of the Natural Gas Policy 

Act of 1978 or any successor or similar legislation relating 

to oil and gas. 

( 6) 11 Enhanced recovery" means the increased recovery 

from a pool achieved by artificial means or by the 

application of energy extrinsic to the pciol; such artificial 

means or application includes pressuring, cycling, pressure 

maintenance, or injection into the pool of any substance or 

form of energy as is contemplated in secondary recovery and 

tertiary programs but does not include the injection in a 

well of a substance or form of energy for the sole purpose 

of aiding in the lifting of fluids in the well or 

stimulating of the reservoir at or near the well by 

mechanical, chemical, thermal, or explosive means. 

(7) "Field'' means the general area underlaid by one or 

more pools. 

(8) "Fluid" means any material or substance that flows 

or moves, whether in a semisolid, liquid, sludge, gas, or 

any other form or state. 

(9) "Gas" means all natural gases and all other fluid 

hydrocarbons as produced at the wellhead and not defined as 

oil in subsection (10) of this section. 
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(10) 0 0il" means crude petroleum oil and other 

hydrocarbons regardless of gravity which are produced at the 

wellhead in liquid form by ordinary production methods and 

which are not the result of condensation of gas before or 

after it leaves the reservoir. 

(11) "Owner" means the person who has the right to drill 

into and produce from a pool and to appropriate the oil or 

gas he produces there£rem from a pool either for himself or 

others or for himself and others, and the term includes all 

persons holding s~eh that authority by or through him. 

(12) "Person 11 means any natural person, corporation, 

association, partnership, receiver, trustee, executor, 

administrator, guardian, fiduciary, or other representative 

of any kind and includes any agency or instrumentality of 

the state or any governmental subdivision theree! of the 

state. 

(13} "Pollution" means contamination or other alteration 

of the physical, chemical, or biological properties of any 

state waters that exceeds that permitted by state water 

quality standards or standards adopted by the board, 

including but not limited to the disposal, discharge, 

seepage, drainage, infiltration, flow, or injection of any 

liquid, gaseous, solid, or other substance into any state 

waters that will or is likely to create a nuisance or render 

the waters harmful, detrimental, or injurious to public 

-4- SB 18 
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recreation, safety, welfare, livestock, wild health, 

animals, birds, fish, or other wildlife. A disposal, 

discharge, seepage, drainage, infiltration, flow, or 

injection of fluid that is authorized under a rule, permit, 

or order of the board is not pollution under this chapter. 

{14) 11 Pool 11 means an underground reservoir containing a 

common accumulation of oil or gas or both; each zone of a 

structure which is completely separated from any other zone 

in the same structure is a pool, as that term is used in 

this chapter. 

{ 15} 11 Producer 11 means the owner of a well or wells 

capable of producing oil or gas or both. 

(16} "Responsible person" means a person who is 

determined by the board under 82-10-402 to have abandoned an 

oil or gas well, injection well, disposal well, water 

serviee SOURCE well, drill site, Stimp, o~ seismographic shot 

hole, or other area where oil and gas DRILLING AND 

PRODUCTION opecations are WERE conducted and-who-±~~ 

tat--a-eorporat±on7-assoe±at±on,-partnersh±p,--or--other 

btts±nes~-or9ani%ation-with-assets-±n-exee~s-of-$~S8,ee0~-or 

tbt--±f--the--btts±ness-organi~at±on-doe~-not-have-assets 

tn--excess--0£--$iS81888T--a--natttra!--person--w±th--~r±mary 

ownersh±p-±n-the-b~s±ness-organi%at±on. 

(17) 11 State waters" ... eans any body of water, 

surface or underground. 
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(18) 1'Waste" means: 

(a) physical waste, as that term is generally 

understood in the oil and gas industry; 

(b) the inefficient, excessive, or improper use of or 

the unnecessary dissipation of reservoir energy; 

(c) the location, spacing, drilling, equipplng, 

operating, or producing of any oil or gas well or wells in a 

manner which causes or tends to cause reduction in the 

quantity of oil or gas ultimately recoverable from a pool 

u~de~ prude~t a~e ~~aper 

to cause unnecessary 

ope:at~ons or which causes 

or excessive surface 

destruction of oil or gas: and 

("> .. te~ds 

loss or 

(d) the inefficient storing of oil or gas. (The 

production of o:l or gas from any pool or by any well to the 

full extent that the well or pool can be produced in 

accordance with methods designed to result in maximum 

ultimate recovery, as determined by the board, is not waste 

within the meani~g of this definition.)" 

Section 2. Section 82-11-103, MCA, is amended to read: 

"82-11-103. Lands subject to law. This chapter applies 

to all lands in the state lawfully subject to its taxae±o~ 

end police powers, including all state-owned lands. It 

applies to lands of the United States or to lands subject to 

the jurisdiction of the United States only to the extent 

that co11tral and supervision of conservation of oil and gas 
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by the United States on its lands fails to effect the intent 

and purposes of this chapter and otherwise applies to those 

lands to ~tteh the extent as that any officer of the United 

States having jurisdiction or his duly authorized 

representative approves any of the provisions of this 

chapter or an order of the board wh¼eh that affects those 

lands. This chapter also applies to any lands committed to a 

unit agreement approved by the secretary of the interior or 

his duly authorized representative, except that the board 

may, with respect to those unit agreements, suspend the 

application of this chapter or any part of this chapter so 

long as the conservation of oil and gas and the prevention 

of waste as provided in this chapter is accomplished under 

the unit agreements. The suspension does not relieve an 

operator or owner from making ~~eh reports es that may be 

required by the board with respect to operations and 

production under the unit agreement, and the suspension does 

not relieve an operator or owner from the payment of taxes 

on his oil and gas production or payment for permit fees as 

required by this chapter.'' 

SECTION 3. SECTION 82-11-104, MCA, IS AMENDED TO READ: 

~e2-ll-104. Construction -- no conflict with board of 

land commissioners' authority~ Nothing--herein--eontatned 

shei~ No provision of this chapter may be construed to 

conflict with 77-3-430, granting the board of land 
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commissioners the authority to enter into pooling and 

unitization agreements for the production of oil or gas with 

otherj, provided that state lands are subject to the 

provisions of this chapter concerning spacing and statutory 

pooling and unitization in the absence of voluntary pooling 

and unitization agreements." 

Section 4. Section 82-11-161, MCA, is amended to read: 

"82-11-161. Oil and gas production damage mitigation 

account -- statutory appropriation. (l) There is an oil and 

gas production damage mitigation account within the state 

special revenue fund established in 17-2-102. The oil and 

gas production damage mitigation account is controlled by 

the board. 

(2) On July 1, 1991, and at the beginning of each 

succeeding biennium, there must be allocated to the oil and 

gas production damage mitigation account $50,000 from the 

interest income of the resource indemnity trust fund, except 

if at the beginning of a biennium the unobligated cash 

balance in the oil and gas production damage mitigation 

account: 

(a) equals or exceeds $200,000, no allocation will be 

made; or 

(b) is less than $200,000, then an amount less than or 

equal to the difference between the unobligated cash balance 

and $200,000, but not more than $50,000, must be allocated 
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to the oil and gas production damage mitigation account from 

the interest income of the resource indemnity trust fund. 

addition to the allocation provided in (3) In 

subsection (2), there must be deposited in the oil and gas 

production damage mitigation account: 

(a) all funds received by the board pursuant 

82-11-136; and 

to 

(b) all fees received by the board from owners of 

producing wells pursuant to 82-11-162. 

(4) If a sufficient balance exists in the account, 

funds are statutorily appropriated, as provided in 17-7-502, 

from the oil and gas production damage mitigation account, 

upon the authorization of the board, to pay the reasonable 

costs of properly plugging a well and either reclaiming or 

restoring, or both, a drill site or other DRILLING OR 

PRODUCING area damaged by oil and gas operations if the 

board determines that the well, sump, o~ hole, drill site, 

or DRILLING OR PRODUCING area has been abandoned and the 

responsible person cannot be identified or located or if the 

responsible person does-not-have-$tt££ie±e~t-f~~d$-te-~ey-~he 

eests fails or refuses to properly plug, reclaim, or restore 

the well, drill site, or DRILLING OR PRODUCING area within a 

reasonable time after demand by the board. The responsible 

person shall, however, pay costs to the extent of his 

available resources and is subsequently liable to fully 
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reiw.burse the account or is subject to a lien on property as 

provided in 82-11-164 for costs expended from the account to 

properly plug, reclaim, or restore the well, drill site, or 

DRILLING OR PRODUCING area and to mitigate any damage CDU$ed 

by-the-we%% for which he is responsible. 

(5) Interest from funds in the oil and gas production 

damage mitigation account accrues to that account. 

(6) The board shall submit to the legislature at the 

beginning of each regular session a complete financial 

repcr~ on the oil and gas production damage mitigation 

account, including a description of all expenditures made 

since the preceding report. 11 

Section 5. Section 82-11-164, MCA, is amended to read: 

"82-11-164. Lien created. ( l) The oil and gas 

production damage mitigation account has a lien in the 

amount of the expenditure from the account under 

82-11-161(4), plus interest accrued at the rate of 10% a 

year, against all real and personal property in this state 

owned by~ 

tat the responsible persan7 ---i£---th8t---per~o~---±s 

~tlbeeqtlent¼y-id~ntified-or-loeated~ or 

tbt in which the responsible person,-±£-that-~erse~-¼s 

known-btlt-eanno~-or-will-not-£ttlly-reimb~r~e-the-o±l-and-gas 

prodttetien-3amage-m±tigation-aeeotlnt has an interest. 

(2} The lien created under subsection (1) must be filed 
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1 in the office of the secretary of state and must attach to 

2 all real or personal property of the responsible person. 

3 (3) A lien created by this section is valid until paid 

4 in full or otherwise discharged. The lien must be foreclosed 

5 in accordance with applicable laws governing foreclosure of 

6 mortga9e~-a~d liens." 

7 NEW SECTION. Section 6. Saving clause. [This act J does 

8 not affect rights and duties that matured, penalties that 

9 were incurred, or proceedings that were begun before [the 

10 effective date of this act]. 

-End-
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SENATE BILL NO. 18 

INTRODUCED BY GAGE 

A BILL FOR AN ACT ENTITLED: "AN ACT TO GENERALLY REVISE OIL 

AND GAS LAWS: AUTHORIZING CERTAIN POOLING AND UNIT 

AGREEMENTS; CLARIFYING RESPONSIBILITY FOR MITIGATION OF 

DAMAGES; AND AMENDING SECTIONS TT-3-438, 82-11-101, 

82-11-103, 82-11-104, 82-11-161, AND 82-11-164, MCA." 

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF MONTANA: 

Seetio"-¼T--Seetio"-TT-3-438,-MeA,-is-ame"ded-to-read~ 

~7i-3-♦38T--Poo¼ing--agreemeftts--and--ttnit---operation9• 

Nothiftg--eontained-ift-thi9-e~-in-pr±or-r~¼ated-law9-prevents 

the-board-from-entering-into-agreements-foP-the--pooling--or 

aereage--with--others-for-ttnit-operatiofts-for-the-prodttetion 

of-oil-or-gas-or-both-and-the-apportionment-e£--oil--or--ga~ 

royalties-or-both-on-an-aereage-or-other-eqttitab¼e-ba~ie-and 

Erom--modifying--leases-with-respeet-to-deiay-renta¼s,-delay 

dri¼¼in9-penalties,-and-roya¼ties-in--aceo~danee--with--stteh 

the pooling-agreements-and-stteh the ttnit-ptans-oE-operation• 

Howe•er7--stteh the agreements-may-not-change-the-pereentage 

of-royalties-to-be-paid-to-the-state-trom-the-pereentages-as 

f¼xed-in-its-¼eases• ~he-board-shali-en~er-into-pooling--and 

anit--aqreements--when--to--do--so-will-eon~er~e-th~-nattlra¼ 

resottrees-of-an-oil-and-ga!-erea,-promote-ite-develcpment-in 

~n•••• .. •• .. ••<ouna# 
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an-orderly-and-eeonomiea¼-manner-te-meet-market--eonditionsy 

aveid-waste 7 -and-en9ttre-a-mere-eqttitable-di9tFibtttion-of-the 

proeeeds--oE--prodttetionT ~he--board--may--modiEy--existing 

p0oling--and-ttnit-agreemente-9e-ae-to-eommit-the-etate-lands 

inelttded-therein in-the-poo¼ing-and-ttftit-agreements !or--as 

½ong--a~--t~e-ttniti~ed-sttbstanee-or-sttbstanees-!or-whieh-the 

state-lende-are-eommitted-is-produeed-!rem-any-laftds-in--the 

ttftit.U-

Section 1. section 82-11-101, MCA, is amended to read: 

•&2-11-101. Definitions. As used in this chapter, 

unless the context requires otherwise, the following 

definitions apply: 

( l) "Administrator 11 means the administrator of the 

division of oil and gas conservation. 

(2) "Board 11 means the board of oil and gas conservation 

provided for in 2-15-3303. 

(J) "Class II injection well'' means a well, as defined 

by the federal enviconmental protection agency or any 

successor agency, that injects fluids: 

(a) that have been brought to the surface in connection 

with oil or natural gas production; 

(b) for purposes of enhancing the ultimate recovery of 

oil or natural gas; or 

(c) for purposes of storing liquid hydrocarbons. 

( 4) "Department" means the department of natural 

THIRD READING 
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resources and conservation provided for in Title 2, chapter 

15, part 33. 

(5) "Determinations" means those decisions delegated to 

the state by or under authority of the Natural Gas Policy 

Act of 1978 or any successor or similar legislation relating 

to oil and gas. 

(6) "Enhanced recovery" means the increased recovery 

from a pool achieved by artificial means or by the 

application of energy extrinsic to the pool; such artificial 

means or application includes pressuring, cycling, pressure 

maintenance, or injection into the pool of any substance or 

form of energy as is contemplated in secondary recovery and 

tertiary programs but does not include the injection in a 

well of a substance or form of energy for the sole purpose 

of aiding in the lifting of fluids in the well or 

stimulating of the reservoir at or near the well by 

mechanical, chemical, thermal, or explosive means. 

(7) 1'Field" means the general area underlaid by one or 

more pools. 

(8) "Fluid" means any material or substance that flo"1s 

or moves, whether in a semisolid, liquid, sludge, gas, or 

any other form or state. 

(9) "Gas" means all natural gases and all other fluid 

hydrocarbons as produced at the wellhead and not defined as 

oil in subsection (10) of this section. 
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( 10 l "Oil• means crude petroleum oil and other 

hydrocarbons regardless of gravity which are produced at the 

wellhead in liquid form by ordinary production methods and 

which are not the result of condensation of gas before or 

after it leaves the reservoir. 

(11) "Owner" means the person who has the right to drill 

into and produce from a pool and to appropriate the oil or 

gas he produces ~here£rom from a pool either for himself or 

others or for himself and others, and the term includes all 

persons holding stteh that authority by or through him. 

(12) 11 Person 11 means any natural person, corporation, 

association, partnership, receiver, trustee, executor, 

administrator, guardian, fiduciary, or other representative 

of any kind and includes any agency or instrumentality of 

the state or any governmental subdivision thereof of the 

state. 

(13) •Pollution" means contamination or other alteration 

of the physical, chemical, or biological properties of any 

state waters that exceeds that permitted by state water 

quality standards or standards adopted by the board, 

including but not limited to the disposal, discharge, 

seepage, drainage, infiltration, flow, or injection of any 

liquid, gaseous, solid, or other substance into any state 

waters that will or is likely to create a nuisance or render 

the waters harmful, detrimental, or injurious to public 
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health, recreation, safety, welfare, livestock, wild 

animals, birds, fish, or other wildlife. A disposal, 

discharge, seepage, drainage, infiltration, flow, or 

injection of fluid that is authorized under a rule, permit, 

or order of the board is not pollution under this chapter. 

(14) ''Pool" means an underground reservoir containing a 

common accumulation of oil or gas or both; each zone of a 

structure which is completely separated from any other zone 

in the same structure is a pool, as that term is used in 

this chapter. 

(15) "Producer" means the owner of a well or wells 

capable of producing oil or gas or both. 

(16) "Responsible person" means a person who is 

determined by the board under 82-10-402 to have abandoned an 

oil or gas well, injection well, disposal well, water 

eer¥¼ee SOURCE well, drill site, sump, or seismographic shot 

hole, or other area where oil and gas DRILLING AND 

PRODUCTION operations are WERE conducted and-who-is~ 

tat--a-eerporatioff,-assoeiation7 -partnership7 --or--other 

btteinese-organization-vith-assets-in-excess-oE-Si581898~-or 

tbt--iE--tke--httsi~ess-organization-does-not-have-assets 

¼n--exeess--0£--$~591999,--a--natttral--person--with--primary 

ownership-in-the-bttsiness-organization. 

(17) 11 State waters" .. 1eans any body of water, either 

surface or underground. 
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(18) "Waste" means: 

(a) physical waste, as that term is generally 

understood in the oil and gas industry; 

(b) the inefficient, excessive, or improper use of or 

the unnecessary dissipation of reservoir energy; 

(c) the location, spacing, drilling, equipping, 

operating, or producing of any oil or gas well or wells in a 

manner which causes or tends to cause reduction in the 

quantity of oil or gas ultimately recoverable from a pool 

under prudent and proper operations or which causes or tends 

to cause unnecessary or excessive surface loss or 

destruction of oil or gas; and 

(d) the inefficient storing of oil or gas. (The 

production of oil or gas from any pool or by any well to the 

full extent that the well or pool can be produced in 

accordance with methods designed to result in maximum 

ultimate recovery, as determined by the beard, is not waste 

within the meaning of this definition.)" 

Section 2. Section 82-11-103, MCA, is amended to read: 

"82-11-103. Lands subject to law. This chapter applies 

to all lands in the state lawfully subject to its ~aMa~ien 

and police powers, including all state-owned lands. tt 

applie~ to lands of the United States or to lands subject to 

the jurisdiction of the United States only to the extent 

that coi,trol and supervision of conservation of oil and gas 
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by the United States on its lands fails to effect the intent 

and purposes of this chapter and otherwise applies to those 

lands to stteh the extent es that any officer of the United 

States having jurisdiction or his duly authorized 

representative approves any of the provisions of this 

chapter or an order of the board which that affects those 

lands. This chapter also applies to any lands committed to a 

unit agreement approved by the secretary of the interior or 

his duly authorized representative, except that the board 

may, with respect to those unit agreements, suspend the 

application of this chapter or any part of this chapter so 

long as the conservation of oil and gas and the prevention 

of waste as provided in this chapter is accomplished under 

the unit agreements. The suspension does not relieve an 

operator or owner from making s~ch reports as that may be 

required by the board with respect to operations and 

production under the unit agreement, and the suspension does 

not relieve an operator or owner from the payment of taxes 

on his oil and gas production or payment for permit fees as 

required by this chapter." 

SECTION 3. SECTION 82-11-104, MCA, IS AMENDED TO READ: 

•a2-11-I04. Construction -- no conflict with board of 

land commissioners' authority. NeChing--her~in--con~eined 

!lhttl¼ No provision of this __ __p~_ter may be construed to 

conflict with 77-3-430, granting the board of land 
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commissioners the authority to enter into pooling and 

unitization agreements for the production of oil or gas with 

other~, provided that state lands are subject to the 

provisions of this chapter concerning spacing and statutory 

pooling and unitization in the absence of voluntary pooling 

and unitizatiQn____!,9_reements." 

Section 4. Section 82-11-161, MCA, is amended to read: 

"82-11-161. Oil and gas production damage mitigation 

account -- statutory appropriation. (1) There is an oil and 

gas production damage mitigation account within the state 

special revenue fund established in 17-2-102. The oil and 

gas production damage mitigation account is controlled by 

the board. 

12) On July 1, 1991, and at the beginning of each 

succeeding biennium, there must be allocated to the oil and 

gas production damage mitigation account $50,000 from the 

interest income of the resource indemnity trust fund, except 

if at the beginning of a biennium the unobligated cash 

balance in the oil and gas production damage mitigation 

account: 

(a) equals or exceeds $200,000, no allocation will be 

made; or 

(b) is less than $200,000, then an amount less than or 

equal to the difference between the unobligated cash balance 

and $200,000, but not more than $50,000, must be allocated 
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to the oil and gas production damage mitigation account from 

the interest income of the resource indemnity trust fund. 

(3) In addition to the allocation provided in 

subsection (2), there must be deposited in the oil and gas 

production damage mitigation account: 

(a) all funds received by the board pursuant 

82-11-136; and 

to 

(b) all fees received by the board from owners of 

producing wells pursuant to 82-11-162. 

(4) If a sufficient balance exists in the account, 

funds are statutorily appropriated, as provided in 17-7-502, 

from the oil and gas production damage mitigation account, 

upon the authorization of the board, to pay the reasonable 

costs of properly plugging a well and either reclaiming or 

restoring, or both, a drill site or other DRILLING OR 

PRODUCING area damaged by oil and gas operations if the 

board determines that the well, sump, e~ hole, drill site, 

or DRILLING OR PRODUCING area has been abandoned and the 

responsible person cannot be identified or located or if the 

responsible person doe9-not-"ave-ettffie±ent-fttftd~-to-~8y-the 

eests fails or refuses to properly plug, reclaim, or restore 

the well, drill site, or DRILLING OR PRODUCING area within a 

reasonable time after demand by the board. The responsible 

person shall, however, pay costs to the extent of his 

available resources and is subsequently liable to fully 
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reimburse the account or is subject to a lien on property as 

provided in 82-11-164 for costs expended from the account to 

properly plug, reclaim, or restore the well, drill site, or 

DRILLING OR PRODUCING area and to mitigate any damage eattsed 

by-the-wei½ for which he is responsible. 

(5) Interest from funds in the oil and gas production 

damage mitigation account accrues to that account. 

(6) The board shall submit to the legislature at the 

beginning of each regular session a complete financial 

report on the oil and gas production damage mitigation 

account, including a description of all expenditures made 

since the preceding report. 11 

Section 5. section 82-11-164, MCA, is amended to read: 

"82-11-164. Lien created. ( 1) The oil and gas 

production damage mitigation account has a lien in the 

amount of the expenditure from the account under 

82-11-161 ( 4), plus interest accrued at the rate of 101 a 

year, against all real and personal property in this state 

owned by~ 

tat the responsible person,---i~---that---per9on---is 

~ttbe~quently-±dentt~i~d-or-loee~~d; or 

tbt in which the responsible person 7 -if-that-person-is 

knowM-but-eennot-o~-w±¼l-net-fttl½y-reimbttr~e-the-oil-a"d-gas 

p~odtleti~M-3emege-m±tigaete~-aeeount has an interest. 

(2) Tt1r lien created under subsection (1) must be filed 
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l in the office of the secretary of state and must attach to 

2 all real or personal property of the responsible person. 

3 (3) A lien created by this section is valid until paid 

4 in full or otherwise discharged. The lien must be foreclosed 

S in accordance with applicable laws governing foreclosure of 

6 mort9ages-and: liens." 

7 NEW SECTION. Section 6. Saving clause. [This act] does 

8 not affect rights and duties that matured, penalties that 

9 were incurred, or proceedings that were begun before [the 

10 effective date of this act]. 

-End-
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HOUSE STANDING COMMITTEE REPORT 

March 13, 1991 
Page 1 of 1 

Mr. Speaker: We, the committee on Natural Resources report 

that Senate Bill 18 (third reading copy -- blue) be concurred 
in as amended • 

Carried by: 

And, that such amendments read: 

1. Page 5, line 18. 
Following: "ftre" 
Strike: "WERE"° 
Insert: "are" 
Fol lowing: "~" 
Insert: "and who is: 

(a) a corporation, association, partnership, or other 
business organization with assets in excess of $250,000: or 

(b) if the business organization does not have assets in 
excess of $250,000, a natural person with primary ownership in 
the business organization" 

HOUSE 
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SENATE BILL NO. 18 

INTRODUCED BY GAGE 

A BILL FOR AN ACT ENTITLED: "AN ACT TO GENERALLY REVISE OIL 

AND GAS LAWS; AUTHORIZING CERTAIN POOLING AND UNIT 

AGREEMENTS; CLARIFYING RESPONSIBILITY FOR MITIGATION OF 

DAMAGES; AND AMENDING SECTIONS TT-3-439T 82-11-101, 

82-11-103, 82-11-104, 82-11-161, AND 82-11-164, MCA." 

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF MONTANA: 

Seet±on-to--Seet±on-TT-3-4367-MeAT-±s-amended-to-read~ 

u~1-3-438o--Poo¼±ng--agreements--and--~nit---o~erationso 

Noth±ng--eonta±ned-±n-th±s-er-±n-pr±or-re¼ate~-¼aws-prev~nts 

tfte-board-£rom-enter±n9-±nto-a9reements-£or-the--poor±n9--0£ 

aereage--w±th--others-for-ttn±t-operat±ons-£or-t~e-predtte~±on 

oE-o±¼-or-gas-or-both-and-tfte-apport±onment-0£--0±¼--or--gas 

royart±es-or-both-on-an-aereage-or-other-eqtt±tabte-bas±s-and 

£rem--mod±Ey±nq--¼easee-w±th-respeet-to-aeiay-ren~a¼s7 -de¼ay 

dr±¼±~n~-pe"alt±es,-and-roya¼ttes-tn--aeeordanee--wtth--stteh 

the pooting-a9reements-and-stteh the ttntt-p¼ans-er-operat±on, 

However,--stteh the a~reements-may-not-chan9e-the-pereenta9e 

0£-roya¼ttes-to-be-patd-to-the-state-£~om-tne-pereenta9es-as 

£±xed-in-±ts-¼eases, ~he-board-sna¼l-enter-tnto-pooling--and 

ttn±t--ag~eements--~hen--to--do--so-witt-eonser~e-tMe-natttrat 

resottrces-0£-an-ot±-and-gas-area,-promote-its-deve¼epfflent-in 

~-, .. ,,,.~•• counc, 
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an-orderly-and-eeonomieal-manner-to-meet-mar~et--eondit±ons, 

avo±d-waste;-and-ens~re-a-more-eguitab¼e-distribtttion-0£-the 

proceeds--0£--p~odttetiono ~he--board--may--modi£y--ex*stin9 

~ooi±n~--and-an±t-agreements-so-as-to-eelM'tit-the-state-¼ands 

inc¼ttded-theretn in-the-pool±ng-and-ttnit-agreefflents £or--as 

tong--as--tfte-ttniti~ed-sabstanee-or-s~bstanees-£or-wh±eh-Che 

state-¼snds-are-eemmi~ted-½s-prodaeed-from-a~y-¼snds-tn--~he 

ttft±t,il-

Section 1. Section 82-11-101, MCA, is amended to read: 

"82-11-101. Definitions. As used in this chapter, 

unless the context requires otherwise, 

definitions apply: 

the following 

( 1) 11 Administrator 0 means the administrator of the 

division of oil and gas conservation. 

( 2) "Board" means the board of oil and gas conservation 

provided for in 2-15-3303. 

I 3) "Class II injection well" means a well, as defined 

by the federal environmental protection agency or any 

successor agency, that injects fluids: 

(a) that have been brought to the surface in connection 

with oil or natural gas production; 

I b) for purposes of enhancing the ultimate recovery of 

oil or natural gas; or 

(C) Eor purposes of storing liquid hydrocarbons. 

(~) ''Department'' means the department of natural 
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resources and conservation provided for in Title 2, chapter 

15, part 33, 

( 5) "Determinations" means those decisions delegated to 

the state by or under authority of the Natural Gas Policy 

Act of 1978 or any successor or similar legislation relating 

to oil and gas. 

(6) "Enhanced recovery 11 means the increased recovery 

from a pool achieved by artificial means or by the 

application of energy extrinsic to the pool; such artificial 

means or application includes pressuring, cycling, pressure 

maintenance, or injection into the pool of any substance or 

form of energy as is contemplated in secondary recovery and 

tertiary programs but does not include the injection in a 

well of a substance or form of energy for the sole purpose 

of aiding in the lifting of fluids in the well or 

stimulating of the reservoir at or near the well by 

mechanical, chemical, thermal, or explosive means. 

( 7) "Field" means the general area underlaid by one or 

more pools. 

(8) "Fluid" means any material or substance that flows 

or moves, whether in a semisolid, liquid, sludge, gas, or 

any other form or state. 

(9) 11 Gas 11 means all natural gases and all other fluid 

hydrocarbons as produced at the wellhead and not defined as 

oil in subsection (13) of this section. 
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(10) 11Oil 11 means crude petroleum oil and other 

hydrocarbons regardless of gravity which are pcoduced at the 

wellhead in liquid farm by ordinary production methods and 

which are not the result of condensation of gas before or 

after it leaves the reservoir. 

(11) "Owner 11 means the person who has the right to drill 

into and produce from a pool and to appropriate the oil or 

gas he produces the~etrom from a pool either for himself or 

others or for himself and others, and the term includes all 

persons holding 9tteh that authority by or through him. 

(12) "Person" means any natural person, corporation, 

association, partnership, receiver, trustee, executor, 

administrator, guardian, fiduciary, or other representative 

cf any kind and includes any agency or instrumentality of 

the state or any governmental subdivision ~fte~ee£ of the 

state. 

(13) ''Pollution'' means contamination or other alteration 

of the physical, chemical, or biological properties of any 

state waters that exceeds that 

quality standards or standards 

permitted by state water 

adopted by the board, 

including but not limited to the disposal, discharge, 

seepage, drainage, infiltration, flow, or injection of any 

liquid, gaseous, solid, or other substance into any state 

waters that will or is likely to create a nuisance or render 

the waters harmful, detrimental, or injurious to public 
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health, recreation, safety, welfare, livestock, wild 

animals, 

discharge, 

injection 

birds, fish, or other wildlife. A disposal, 

seepage, drainage, infiltration, flow, or 

of fluid that is authorized under a rule, permit, 

or order of the board is not pollution under this chapter. 

(14) "Pool 11 means an underground reservoir containing a 

common accumulation of oil or gas or both; each zone of a 

structure which is completely separated from any other zone 

in the same structure is a pool, as that term is used in 

this chapter. 

(15) "Producer" means the owner of a well or wells 

capable of producing oil or gas or both. 

(16) "Responsible person" means a person who is 

determined by the board under 82-10-402 to have abandoned an 

oil or gas well, injection well, disposal well, water 

see~iee SOURCE well, drill site, sump, or seismographic shot 

hole, or other area where oil and gas DRILLING AND 

PRODUCTION ~erations are WSRE ARE conducted and-who-is~ AND 

WHO IS: 

(A) A CORPORATION, ASSOCIATION, PARTNERSHIP, OR OTHER 

BUSINESS ORGANIZATION WITH ASSETS IN EXCESS OF $250,000; OR 

(B) IF THE BUSINESS ORGANIZATION DOES NOT HAVE ASSETS 

IN EXCESS OF $250,000, A NATURAL PERSON WITH PRIMARY 

OWNERSHIP IN THE BUSINESS ORGANIZATION 

tat--a-eorporat±o"7 -e990eiet±on,-partner~htp,--or--other 
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btts±~ess-orge"i~at±en-with-assets-in-exeese-e~-$~59r988~-or 

tbt--±f--~he--etts±ness-er1an±~at±on-does-not-have-assets 

+n--exeess--oe--,~se,eee,--a--na~ttra¼--persen--with--prtmary 

ownersh±p-±n-the-btts±nes9-ergan±~a~±en. 

(17} "State waters" means any body of water, 

surface or underground. 

either 

(18) 11Waste" means: 

(a) physical waste, as that term is generally 

understood in the oil and gas industry; 

(b) the inefficient, excessive, or improper use of or 

the unnecessary dissipation of reservoir energy; 

(c) the location, spacing, drilling, equipping, 

operating, or producing of any oil or gas well or wells in a 

manner which causes or tends to cause reduction in the 

quantity of oil or gas ultimately recoverable from a pool 

under prudent and proper operations or which causes or tends 

to cause unnecessary or excessive surface loss or 

destruction of oil or gas; and 

(d) the inefficient storing of oil or gas. (The 

production of oil or gas from any pool or by any well to the 

full extent that the well or pool can be produced in 

accordance with methods designed to result in maximum 

ultimate recovery, as determined by the board, is not waste 

within :he mean1nq of this definition.)'' 

Section 2. Se-ction 82-11-103, MCA, is dmended to read: 
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•92-11-103. Lands subject to law. This chapter applies 

to all lands in the state lawfully subject to its taxation 

and police powers, including all state-owned lands. It 

applies to lands of the United States or to lands subject to 

the jurisdiction of the United States only to the extent 

that control and supervision of conservation of oil and gas 

by the United States on its lands fails to effect the intent 

and purposes of this chapter and otherwise applies to those 

lands to s~eh the extent a9 that any officer of the United 

States having jurisdiction or his duly authorized 

representative approves a~y of the provisions of this 

chapter or an order of the board wh¼eh that affects those 

lands. This chapter also applies to any lands committed to a 

unit agreement approved by the secretary of the interior or 

his duly authorized representative, except that the board 

may, with respect to those unit agreements, suspend the 

application of this chapter or any part of this chapter so 

long as the conservation of oil an~ gas and the prevention 

of waste as provided in this chapter is accomplished under 

the unit agreements. The suspension does not relieve an 

operator or owner from making sneh reports a~ that may be 

required by the board with respect to operations and 

production under the unit agreement, and the suspension does 

not relieve an operator or owner from the payment oE t.axes 

on his oil and gas production or payment for permit fees as 
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required by this chapter." 

SECTION 3. SECTION 82-11-104, MCA, IS AMENDED TO READ: 

ws2-ll-l04. Construction -- no conflict with board of 

coamissioners• authority. Hothi~g--he~e¼n--eenta¼ne~ land 

sh8·H No provision of this chapter may be construed to 

conflict with 77-3-430, granting 

commissioners the authority to 

the 

enter 

board of land 

into pooling and 

unitization agreements for the production of oil or gas with 

others, provided that state lands are subject to the 

provisions of this chapter concerning spacing and statutory 

pooling and unitization in the absence of voluntary pooling 

and unitization agreements." 

Section 4. Section 82-11-161, MCA, is amended to read: 

"82-11-161. Oil and gas production damage mitigation 

account -- statutory appropriation. (1) There is an oil and 

gas production damage mitigation account within the state 

special revenue fund established in 17-2-102. The oil and. 

gas production damage mitigation account is controlled by 

the board. 

(2) On July 1, 1991, and at the beginning of each 

succeeding biennium, there must be allocated to the oil and 

gas production damage mitigation account $50,000 from the 

interest income of the resource indemnity trust fund, except 

if at the beginning of a biennium the unobligated cash 

balance in the oil and gas production damage mitigation 
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account: 

(a) equals or exceeds $200,000, no allocation will be 

made; or 

(b} is less than $200,000, then an amount less than or 

equal to the difference between the unobligated cash balance 

and $200,000, but not more than $50,000, must be allocated 

to the oil and gas production damage mitigation account from 

the interest income of the resource indemnity trust fund. 

(3) In addition to the allocation provided in 

subsection (2), there must be deposited in the oil and gas 

production damage mitigation account: 

(a) all funds received by the board 

82-11-136: and 

(b) all fees received by the board 

producing wells pursuant to 82-11-162. 

pursuant to 

from owners of 

(4) If a sufficient balance exists in the account, 

funds are statutorily appropriated, as provided in 17-7-502, 

from the oil and gas production damage mitigation account, 

upon the authorization of the board, to pay the reasonable 

costs of properly plugging a well and either reclaiming or 

restoring, or both, a drill site or other DRILLING OR 

PRODUCING area damaged by oil and gas operations if the 

board determines that the well, sump, or hole, drill site, 

or DRILLING OR PRODUCING area has been abandoned and the 

responsible person cannot be identified or located or if the 
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responsible person doe3-not-haye-3cffieieftt-ittftd~-te-pay-the 

eo~t~ fails or refuses to properly plug, reclaim, or restore 

the well, drill site, or DRILLING OR PRODUCING area within a 

reasonable time after demand by the board. The responsible 

person shall, however, pay costs to the extent of his 

available resources and is subsequently liable to fully 

reimburse the account or is subject to a lien on property as 

provided in 82-11-164 for costs expended from the account to 

properly plug, reclaim, or restore the well, drill site, or 

DRILLING OR PRODUCING area and to mitigate any damage eftttsee 

ey-~he-well for which he is responsible. 

(5) Interest from funds in the oil and gas production 

damage mitigation account accrues to that account. 

(6) The board shall submit to the legislature at the 

beginning of each regular session a complete financial 

report on the oil and gas production damage mitigation 

account, including a description of all expenditures made 

since the preceding report." 

Section 5. Section 82-11-164, MCA, is amended to read: 

"82-11-164. Lien created. ( 1) The oil and gas 

production damage mitigation account has a lien in the 

amount of the expenditure from the account under 

82-11-161(4), plus interest accrued at the rate of 10\ a 

year, against all real and personal property in this state 

owned by~ 
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l tat the responsible person7---if---that---persen---±s 

2 sttbseqttene¼y-ide~~tf½ed-or-¼oeate~t or 

3 tbt in which the responsible person,-±f-t~at-person-±s 

4 ~~own-bttt-eannoC-ot"-wi½½-net-£~¼¼y-reimbttrse-the-o±¼-a"d-ge9 

5 prod~et~on-damage-m±~±ga~½on-aeeottnt has an interest. 

6 (2) The lien created under subsection (1) must be filed 

7 in the office of the secretary of state and must attach to 

8 all real or personal property of the responsible person. 

9 (3) A lien created by this section is valid until paid 

10 in full or otherwise discharged. The lien must be foreclosed 

11 in accordance with applicable laws governing foreclosure of 

12 mot"t:ga~es-anfj liens." 

13 NEW SECTION. Section 6. Saving clause. [This act] does 

14 not affect rights and duties that matured, penalties that 

15 were incurred, or proceedings that were begun before (the 

16 effective date of this act}. 

-End-
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Conference Committee 
on Senate Bill No. 18 

Report No. 2, April 22, 1991 

Mr. President and Mr. Speaker: 

Page 1 of 1 

We, your Conference Committee on Senate Bill No. 18, met and 
considered the amendments in the House Natural Resources Standing 
Committee Report dated March 13, 1991 and recommend that these 
amendments be rejected in their entirety. 

Therefore, we recommend that Senate Bill No. 18 (reference copy -
salmon) be amended as follows: 

1. Page 5, line 18. 
Strike: "ARE" on line 18. 
Insert: "were" 

And that this Conference Committee report be adopted. 

For the Senate: 

lf-)J-9/ 
Coord. 

Sec. of Senate 

ADOPT 

REJECT 

For the House, 

c,i Mi 
sfJ ,, 

861401CC.Sji 



41, 

52nd Legislature SB 0018/04 

l 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

l7 

18 

19 

20 

21 

22 

23 

24 

25 

SENATE BILL NO. 18 

INTRODUCED BY GAGE 

A BILL FOR AN ACT ENTITLED: "AN ACT TO GENERALLY REVISE OIL 

AND GAS LAWS; AUTHORIZING CERTAIN POOLING AND UNIT 

AGREEMENTS; CLARIFYING RESPONSIBILITY FOR MITIGATION OF 

DAMAGES; AND AMENDING SECTIONS 11-3-438, 82-11-101, 

82-11-103, 82-11-104, 82-11-161, AND 82-11-164, MCA." 

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF MONTANA: 

Seetion-1.--seetion-ii-3-4387-MeA7-is-amended-ee-read~ 

RTT-3-438.--Pee¼ing--agreeft'l.enes--and--~nit---operat±onsa 

Nething--eontained-in-this-or-in-pr¼er-re¼ated-¼aws-prevents 

the-board-Erem.-entering-inte-agreements-£or-the--pooling--of 

aereage--with--others-£or-ttnit-eperations-£er-the-prodttetion 

0E-oil-or-gas-or-beth-and-the-ap"°rtionment-0£--oi¼--or--9as 

roya¼t±es-or-both-on-an-aereage-or-ether-e~ttitab½e-basis-and 

from--mod.ifying--¼eases-with-respeet-to-de¼ay-renta¼s,-delay 

drill±ng-pena¼ties,-and-roya¼ties-in--aeeerdanee--with--stteh 

the poe¼ing-agreements-and-stteh the ttnit-plans-0£-operation. 

However7--stteh the agreements-1'1\ay-not-ehange-the-pereentage 

ef-reya¼ties-to-be-~aid-to-the-state-£rom-the-pereentages-as 

f±xed-in-its-¼easeea ~he-board-sha¼¼-enter-into-poo¼ing--and 

tt~it--agreements--when--to--do--so-wil¼-eo"~er~e-~~e-"a~~rei 

re~o~rees-0E-aft-oi¼-eftd-ges-area7-promote-±t~-deveiopment-in 

~- ,.,,,.,,o,e c=nc• 
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an-order¼y-and-eeenomiea¼-manner-te-meet-market--eonditions7 

a•oid-waste7-and-ensttre-a-more-eqttitab¼e-d¼str¼btttien-of-the 

proceeds--o~--prodttetiono ~he--eoard--may--fflo8iEy--e~istin9 

peo¼ing--and-unit-agreements-so-as-to-eofflfflit-the-state-¼ands 

inc¼ttded-therein in-the-poe¼ing-and-ttnit-agreements for--as 

¼eng--as--the-ttnitized-sttbstanee-or-sttbstances-£or-whieh-tfte 

state-¼ands-are-eoffllft¼tted-¼s-prodtteed-irem-any-¼ands-in--tfte 

ttft¼toB-

Section 1. Section 82-11-101, MCA, is amended to read: 

•a2-11-101. Definitions. As used in this chapter, 

unless the context requires otherwise, the following 

definitions apply: 

(1) "Administrator" means the administrator of the 

division of oil and gas conservation. 

(2) 11 Board 11 means the board of oil and gas conservation 

provided for in 2-15-3303. 

(3) nclass II injection well" means a well, as defined 

by the federal environmental protection agency or any 

successor agency, that injects fluids: 

(a) that have been brought to the surface in connection 

with oil or natural gas production; 

(b) for purposes of enhancing the ultimate recovery of 

oil or natural gas: or 

(c) for purposes of storing liquid hydrocarbons. 

(4) ''Departmentn means 

-2-
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resources and conservation provided for in Title 2, chapter 

15, part 33. 

(5) "Determinations" means those decisions delegated to 

the state by or under authority of the Natural Gas Policy 

Act of 1978 or any successor or similar legislation relating 

to oil and gas. 

( -•~) "Enhanced recovery" means the increased 

from a pool achieved by artificial means or 

recovery 

by the 

application of energy extrinsic to the pool~ such artificial 

means or application includes pressuring, cycling, pressure 

maintenance, or injection into the pool of any substance or 

form of energy as is contemplated in secondary recovery and 

tertiary programs but does not include the injection in a 

well of a substance or form of energy for the sole purpose 

of aiding in the lifting of fluids in the well or 

stimulating of the reservoir at or near the well by 

mechanical, chemical, thermal, or explosive means. 

(7) "Field" means the general area underlaid by one or 

more pools. 

(8) •Fluid• means any material or substance that flows 

or moves, whether in a semisolid, liquid, sludge, gas, or 

any other form or state. 

(9) "Gas" means all natural gases and all other fluid 

hydrocarbons as produced at the wellhead and not defined as 

oil in subsection (10) of this section. 
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(10) 1'0il 11 means crude petroleum oil and other 

hydrocarbons regardless of gravity which are produced at the 

wellhead in liquid form by ordinary production methods and 

which are not the result of condensation of gas before or 

after it leaves the reservoir. 

(11) "Owner" means the person who has the right to drill 

into and produce from a pool and to appropriate the oil or 

gas he produces ~here£rom from a pool either for himself or 

others or for himself and others, and the term includes all 

persons holding stteft that authority by or through him. 

(12) 11 Person 11 means any natural person, corporation, 

association, partnership, receiver, trustee, executor, 

administrator, guardian, fiduciary, or other representative 

of any kind and includes any agency or instrumentality of 

the state or any governmental subdivision Cheree£ of the 

state. 

(13) "Pollution" means contamination or other alteration 

of the physical, chemical, or biological properties of any 

state waters that exceeds that permitted by state water 

quality standards or standards adopted by the board, 

including but not limited to the disposal, discharge, 

seepage, drainage, infiltration, flow, or injection of any 

liquid, gaseous, solid, or other substance into any state 

waters that will or is likely to create a nuisance or render 

the waters harmful, detrimental, or injurious to public 
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welfare, livestock, wild 

other wildlife. A disposal, 

discharge, seepage, drainage, infiltration, flow, or 

injection of fluid that is authorized under a rule, permit, 

or order of the board is not pollution under this chapter. 

(14) "Pool" means an underground reservoir containing a 

common accumulation of oil or gas or both; each zone of a 

structure which is completely separated from any other zone 

in the same structure is a pool, as that term is used in 

this chapter. 

(15) "Producer" means the owner of a well or wells 

capable of producing oil or gas or both. 

(16) "Responsible person" means a person who is 

determined by the board under 82-10-402 to have abandoned an 

oil or gas well, injection well, disposal well, water 

service SOURCE well, drill site, sump, or seismographic shot 

hole, or other area where oil and gas DRILLING AND 

PRODUCTION operations are WERE ARB WERE conducted and--who 

is~ ANB-Wl!0-fS~ 

tAt--A--€0RP0RATf0N,--ASS8€fATf0N,-Pl'tRTNERSHfP,-0R-~HER 

B6SfNESS-0R6ANfSATf0N-WfTH-ASS~S-fN-EHeBSS-0P-$z587899~-eR 

tBt--fP-THB-BHSfNESS-0R6ANfSATf0N-B0BS-N0T--HAVE--ASSETS 

fN--BH€BSS--0P--9zS97999,--A--NAT6RAb--PBRS0N--WfTH--PRfMAR¥ 

0WNERSHfP-fN-THE-B6SfNBSS-0RSANfSATf0N 

tet--a--eer~eration 7 --e~seeiation,-partnersh±p,-or-ether 
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~tte±nes~-er1an±zatie"-w¼~h-assets-in-exeess-0£-$~S87886;-or 

tbt--±£-the-btts±ness-ergani~atien-dees-net--ha¥e--a99e~s 

in--exeess--e£--$iS87888,--a--nat~ra¼--person--with--priraary 

ownersh±p-±n-the-8tts±nese-or1aniza~ien. 

(17) "State waters" means any body of water, either 

surface or underground. 

(18) "Waste" means: 

{a) physical waste, as that term is generally 

understood in the oil and gas industry; 

(b) the inefficient, excessive, or improper use of or 

the unnecessary dissipation of reservoir energy; 

(C) the location, spacing, drilling, equipping, 

operating, or producing of any oil or gas well or wells in a 

manner which causes or tends to cause reduction in the 

quantity of oil or gas ultimately recoverable from a pool 

under prudent and proper operations or which causes or tends 

to cause unnecessary or excessive surface loss or 

destruction of oil or gas; and 

(d) the inefficient storing of oil or gas. IThe 

production of oil or gas from any pool or by any well to the 

full extent that the well or pool can be produced in 

accordance with methods designed to result in maximum 

ultimate recovery, as determined by the board, is not waste 

within the meaning of this definition.)'' 

Section 2. Section 82-11-103, MCA, is amended to read: 
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•&2-11-103. Lands subject to law. This chapter applies 

to all lands in the state lawfully subject to its taxa~ion 

eft~ police powers, including all state-owned lands. It 

applies to lands of the United States or to lands subject to 

the jurisdiction of the United States only to the extent 

that control and supervision of conservation of oil and gas 

by the United States on its lands fails to effect the intent 

and purposes of this chapter and otherwise applies to those 

lands to 9ttch ~ extent as that any officer of 

States having jurisdiction or his duly 

the United 

authorized 

representative approves any of the provisions of this 

chapter or an order of the board whieh that affects those 

lands. This chapter also applies to any lands committed to a 

unit agreement approved by the secretary of the interior or 

his duly authorized representative, except that the board 

may, with respect to those unit agreements, suspend the 

application of this chapter or any part of this chapter so 

long as the conservation of oil and gas and the prevention 

of waste as provided in this chapter is accomplished under 

the unit agreements. The suspension does not relieve an 

operator or owner from making sttch reports e9 that may be 

required by the board with respect to operations and 

production under the unit agreement, and the suspension does 

not relieve an operator or owner from the payment of taxes 

on his oil and gas production or payment for permit fees as 
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required by this chapter." 

SECTION 3. SECTION 82-11-104, MCA, IS AMENDED TO READ: 

•a2-ll-104a Construction no conflict with board of 

land cOIIID.i&sioners' authority. No~hin9--herein--con~ain~~ 

9ha¼l No provision of this chapter may be construed to 

conflict with 77-3-430, granting the board of land 

commissioners the authority to enter into pooling and 

unitization agreements for the production of oil or gas with 

others, provided that state lands are subject to the 

provisions of this chapter concerning spacing and statutory 

pooling and unitization in the absence of voluntary pooling 

and unitization a.9.reements." 

Section 4. Section 82-11-161, MCA, is amended to read: 

•s2-ll-l6la Oil and gas production damage aitigation 

account -- statutory appropriation. (1) There is an oil and 

gas production damage mitigation account within the state 

special revenue fund established in 17-2-102. The oil and 

gas production damage mitigation account is controlled by 

the board. 

(2) On July 1, 1991, and at the beginning of each 

succeeding biennium, there must be allocated to the oil and 

gas production damage mitigation account $50,000 from the 

interest income of the resource indemnity trust fund, except 

if at the beginning of a biennium the unobligated cash 

balance in the oil and gas production damage mitigation 
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account: 

(a) equals or exceeds $200,000, no allocation will be 

made; or 

(b) is less than $200,000, then an amount less than or 

equal to the difference between the unobligated cash balance 

and $200,000, but not more than $50,000, must be allocated 

to the oil and gas production damage mitigation account from 

the interest income of the resource indemnity trust fund. 

(3) In addition to the allocation provided in 

subsection (2), there must be deposited in the oil and gas 

production damage mitigation account: 

(a) all funds received by the board pursuant to 

82-11-136; and 

(b) all fees received by the board from owners of 

producing wells pursuant to 82-11-162. 

(4) If a sufficient balance exists in the account, 

funds are statutorily appropriated, as provided in 17-7-502, 

from the oil and gas production damage mitigation account, 

upon the authorization of the board, to pay the reasonable 

costs of properly plugging a well and either reclaiming or 

restoring, or both, a drill site or other DRILLING OR 

PRODUCING area damaged by oil and gas operations if the 

board determines that the well, sump, o~ hole, drill site, 

or DRILLING OR PRODUCING area has been abandoned and the 

responsible person cannot be identified or located or if the 
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responsible person dees-fte~-have-sttffie¼ene-rttnds-~o-pay-~fte 

ees~s fails or refuses to properly plug, reclaim, or restore 

the well, drill site, or DRILLING OR PRODUCING area within a 

reasonable time after demand by the board. The responsible 

person shall, however, pay costs to the extent of his 

available resources and is subsequently liable to fully 

reimburse the account or is subject to a lien on property as 

provided in 82-11-164 foe costs expended from the account to 

properly plug, reclaim, or restore the well, drill site, or 

DRILLING OR PRODUCING~ and to mitigate any damage eaased 

by-~he-we¼¼ for which he is responsible~ 

(S) Interest from funds in the oil and gas production 

damage mitigation account accrues to that account. 

(6) The board shall submit to the legislature at the 

beginning of each regular session a complete financial 

report on the oil and gas production damage mitigation 

account, including a description of all expenditures made 

since the preceding report. 11 

Section 5. Section 82-11-164, MCA, is amended to read: 

"82-ll-164. Lien created. ( l) The oil and gas 

production damage mitigation account has a lien in the 

amount of the expenditure from the account under 

82-11-161 ( 4), plus interest accrued at the rate of 10% a 

year, against all real and personal property in this state 

owned by~ 
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1 tat the responsible person7---~r---~ke~--pe~seft--is 

2 sttbsee;-aent¼y-¼dent¼£¼ee-er-¼eeatee~ or 

3 tb, in which the responsible person7-±£-that-person--±s 

4 kftewn-bttt-eannot-or-w±¼¼-not-£a¼¼y-re¼ffibttrse-tne-ei¼-ene-gas 

5 prodact±on-damege-m¼t±gat¼eft-aeeettnt has an interest. 

6 (2) The lien created under subsection (l} must be filed 

7 in the office of the secretary of state and must attach to 

8 all real or personal property of the responsible person. 

9 (3) A lien created by this section is valid until paid 

10 in full or otherwise discharged. The lien must be foreclosed 

11 in accordance with applicable laws governing foreclosure of 

12 ffl.ortqages-and: liens." 

13 NEW SECTION, Section 6. Saving clause. (This act] does 

14 not affect rights and duties that matured, penalties that 

15 were incurred, or proceedings that were begun before {the 

16 effective date of this act], 

-.E:nd-
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