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RENTALS Al~D TO AUTHORIZE THE 

ESTABLISH THE RENTAL AND ROYALTY RATES FOR OIL AND GAS 

LEASES ON STATE LANDS BY Al1ENDL~G SECTIONS 81-1702.1 AND 

31-1704, R.C.M. 1947.• 

BE IT ;.;::>JAC'fED BY THB LI:GISLATU:aE OF THE STATE OF MONTANA: 

Section l. Section 3l-l7D2.1, R.C.i·l. 1947, is amended 

to read as follows: 

"81-1702.1. Rentals--filinJ fee--contiguity. t~t--~e 

m~ft~M~-aftft~~-meftey-refttaie-te-~e-~a~e-te-~e-e~te-£er-e~i 

afte--~ae--ieaeee--~ee~ea--~e£ere--~re~--~7--i~55,--eJotaii-~e 

seveftty-E~¥e-eeftts-t~~~5t-£er--eeea--aere--e~--iaee--ieaeea7 

~ewever7--ta~e--reftta~--eaaii--ift-fte-ease-Be-~eee-taae-£~£ty 

eei~are-t~5&t-a-~ear~ 

tZ!t ill T.1e annual noney rentals to be ;;>aid to the 

state for oil and gas leases issued on and :1fter Marel't-37 

i~55 Julv 1, 1~75, shall be eee--aeiiar--t~ir set by ~~e 

board bu.t "'a'' not oe less than two dollars (:;2) for eac:1 

acre of land leased, except that in addition to the sum of 

eee--aei~ar--t$~t ~wo dollars ($2) per acre, b1e rental for 

tile first year of the lease shall also include any sum in 
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excess of eee-ae~ier-t7~t two dollars {$2) ?er acre offered 

and accepted for the first year's rental; however, this 

annual rental shall in no case be less than £~£~y-aei~ere 

~~Sat one nundred dollars ($10J) a year. 

tat 1£L The first year's rental shall be paid b~fore 

~~e issuance of the lease. The rentals for each subsequent 

year of the lease shall be due and payable before the 

beginning of such subsequent year, and upon failure to make 

such payment the lease terminates. 

t4r-llL The lands shall be leased in as compact bodies 

as the form and areas of the tracts held by the state and 

offered for lease will permit. No lease may embrace 

noncontiguous subdivisions of lands unless the subdivisions 

are within an area comprising not ~re than one (1) square 

mile. 

t5t Jil In all cases where an oil and gas lease issued 

after aarch 3, 1355, is surrendered for cancellation before 

its expiration, relinquished to the state, or canceled 

b;rough proceedings on the part of the state, no new lease 

on the lands under such lease may be issued \ii thin thirty 

(30) days from the date of cancellation or relinquishing. 

'.i\1is restriction does not a;:>ply, nowever, in cases of bona 

fide assignment." 

Section 2. Section 81-1704, R.C.M. 1947, is amended to 

read as follows: 

-2-
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• 81-1704. Rc;al ty -- ';::i:ne :'or ?aynent co.m_?uta tion 

'-li;:Ii,-uu::t royal t:1. In every oil and gas lease "ranted D.\' 

the state under t..'""lis c:w.2t2r, and acts araendatory t.'lereto, 

there s:1all _:oe re.serv2d to b1e state as consideration 

therefor, in addition to i.:.!le rentals as :1ereinbefore 

_:;rovidau, a r·:.r,·alty in all oil and gas produced ·ana saved 

from all lands covered -L1ere~y, an:.l not useci for light, 

fuel, and operation ~.mr.:>oses on t.'""le leased premises, whicn 

shall be equivalent to the full market value, as ascertained 

by tile state board of land co;mnissioners at t.:1e date of such 

lease, o£ the estate or interest of tne state in t.'le lands 

and oil and ']as de?osi. ts disposed of under such lease; 

provided b1at suciL royalty reservation shall 0e sc).:. n-_, t!"1e 

board out nay not be 

centum (12 1/2%) on gas, 

less than 

and not 

twelve and one-;1alf ;?er 

less t..'"1an twelve and 

m~e-half ?er centtL'"l (12 1/2%) on t:1at portion of the average 

proluction of oil or casing-head gasoline for each producing 

·.,ell not excecJ.in·J t~ree "b'l.ousand ( 3, OOIJ) 'Jarr·,ls for tne 

calendar month; provided, ::'urther, that the royalty on gas, 

including casing-head 'cJas .;,;1d all gaseous substances, wi1ile 

t.l-te same is not sold or used off the premises shall ·,Je at 

22 L•~ rate oi ~e--h~ft~ree--ae~~are--~~~99~~9~ four hundreu 

23 dollars ($400) per well each year or the amount of the 

24 annual rental provided in said lease, in lieu of such per 

25 well rate, whichever is the greater, payable on or before 

-3-

l 

2 

3 

4 

:j 

a 

7 

8 

9 

10 

11 

12 

l3 

14 

15 

16 

17 

1:3 

19 

2J 

LC 1039 

t.1e annual anniversary date of the lease, and as long as 

sucil lea;;ed la;:1os contain a. \vell cac:>able of such production 

and such _)ayment is made the lease shall ue considered as a 

protlucing lease under t.'le lease terms. Such lease shall 

urovide for t..'le renderin'l of payment oE suc:1 royalty on all 

oil an,l gas produced and saved and sold or used off the 

aremises in t..'le following :aanner and ".lpon ~1e followiny 

terms: 

T~e lessee shall pa~ to the state, in cash, for all oil 

aild gas royalty reserved, the posted field ;:>rice existing on 

~1e :lay s:.~ch oil or gas is run into any ;ii?eline or stora:;-e 

tank to the credit of the lessee, plus any bonus actuall:{ 

paid, or. agreed to be paid, to the lessee, for such oil or 

gasr or~ at ti1e option of the state, exerciseG in Nriting by 

the state board of land co;':L'nissioners not oftener than every 

t1irty (30) days, the lessee shall deliver the state's 

ro::~al ty oil or gas free of cost or deductions, into t."le 

;>i,>eline to '.v!J.iccl tl1e wells of the lessee may be connected 

or into a:ty storac;·e clesignated by t.'le state and. connected 

wi~'l such wells." 

-End-
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Approved by Committee 
on Natural_ Resources 

RENTALS AND TO AUTHORIZE THE BOARD OF TO 

ESTABLISH THE RENTAL AND ROYALTY RATES FOR OIL AND GAS 

LEASES ON STATE LANDS BY AMENDING SECTIONS Bl-1702.1 AND 

81-1704, R.C.M. 1947." 

BE IT Ei,ACTED BY THE LEGISLATU:.<:..: OF THE STATE OF MONTANA: 

Section 1. Section 81-1702.1, R.C.M. 1947, is amended 

to read as follows: 

•al-1702.1. Rentals--filing fee--contiguity. *%r--~ 

m~ft~~-aftft~~-m&ftey-reftta~s-~-ee-pa~a-~e-~e-sta~e-£er-e~~ 

afta--~as--%eases--*ss~ee--heiere--Mareh--3T--i9557--sfta%%-he 

seveft~Y-~*ve-eeft~s-*$TT5r-rer--eeeh--aere--e~--%afta--%easea7 

hewevery--~is--reftta~--shai%--*ft-fte-ease-he-%ess-~haft-~*i~y 

ae%%ar~-*~S&t-a-yeerT 

ti!t ill T:1e annual money rentals to be paid to the 

state for oil and gas leases issued on and after Mareh-37 

%955 July 1, 1975, shall be efte--ee%%ar--*$%t set by the 

board but may not be less than two dollars ($2) for each 

acre of land leased, except that in addition to the sum of 

efte--ee%%ar--*~~t two dollars ($2) per acre, the rental for 

the first year of the lease shall also inclu1e any sum in 
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excess of efte-de%%ar-t~%t two dollars ($2) per acre offered 

and accepted for the first year's rental; however, this 

~ rental shall in no case be less than ~*~~y-de%~ars 

*$5&t one hundred dollars ($100) a year. 

t3t ~ The first year's rental shall be paid before 

the issuance of the lease. The rentals for each subsequent 

year of the lease shall be due and payable before the 

beginning of such subsequent year, and upon failure to make 

such payment the lease terminates. 

t+t J2l The lands shall be leased in as compact bodies 

as the form and areas of the tracts held by the state and 

offered for lease will permit. No lease may embrace 

noncontiguous subdivisions of lands unless the subdivisions 

are within an area comprising not more than one (1) square 

mile. 

*5t 1!L .In all cases where an oil and gas lease issued 

after March 3, 1955, is surrendered for cancellation before 

its expiration, relinquished to the state, or canceled 

through proceedings on the part of the state, no new lease 

on the lands under such lease may be issued within thirty 

(30) days from the date of cancellation or relinquishing. 

This restriction does not apply, however, in cases of bona 

fide assignment.• 

Section 2. Section 81-1704, R.C.M. 1947, is amended to 

read as follows: 

-2- ff(J r ---t.{ 7 
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,.81-1704. Royalty -- time for ;?ayment -- computation 

min~ royalty. In every oil and gas lease granted by 

the state under this chapter, and acts amendatory thereto, 

there shall be reserved to the state as consideration 

therefor, in addition to the rentals as hereinbefore 

provided, a royalty in all oil and gas produced and saved 

from all lands covered thereby, and not used for light, 

fuel, and operation purposes on the leased premises, whicn 

shall be equivalent to the full market value, as ascertained 

by the state board of land commissioners at the date of such 

lease, of the estate or interest of the state in the lands 

and oil and gas deposits disposed of under such lease; 

provided that such royalty reservation shall be set by tne 

board but may not be less than twelve and one-half per 

centum {12 1/2%) on gas, and not less than twelve and 

one-half per centum {12 l/2%) on b~at portion of the average 

production of oil or casing-head gasoline for each producing 

well not exceeding three ~~ousand (3,000) barrels for the 

calendar month; provided, further, that the royalty on gas, 

including casing-head gas and all gaseous substances, while 

the same is not sold or used off the premises shall be at 

the rate of ~e--ft~aare8--a~iars--~~2&9~9&T four hundred 

dollars {$400) per well each year or the amount of the 

24 annual rental provided in said lease, in lieu of such per 

25 well rate, whichever is the greater, payable on or before 
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~~e annual anniversary date of the lease, and as long as 

such leased lands contain a well capable of such production 

and such payment is made the lease shall be considered as a 

producing lease under ~~e lease terms. Such lease shall 

provide for the rendering of payment of such royalty on all 

oil and gas produced and saved and sold or used off the 

premises in the following manner and upon ~1e following 

terms: 

The lessee shall pay to the state, in cash, for all oil 

and gas royalty reserved, the posted field price existing on 

~•e day such oil or gas is run into any pipeline or stora~e 

tank to the credit of the lessee, plus any bonus actually 

paid, or agreed to be paid, to the lessee, for such oil or 

gas; or, at the option of the state, exercised in writing by 

the state board of land commissioners not oftener than every 

thirty (30} days, the lessee shall deliver the state's 

royalty oil or gas free of cost or deductions, into the 

pipeline to which the wells of the lessee may be connected 

or into any storage designated by the state and connected 

with such wells.• 

-End-
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RENTALS AdD TO AUTHORIZE THE TO 

ESTABLISH THE RENTAL AND ROYALTY RATES FOR OIL AND GAS 

LEASES ON STATE LArms BY Al4ENDING SECTIONS 81-1702.1 AND 

81-1704, R.C.M. 1947." 

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

Section l. Section 81-1702.1, R.C.M. 1947, is amended 

to read as follows: 

•al-1702.1. Rentals--filing fee--contiguity. *~t--~he 

m~ft~mMm-aftft~a~-meftey-reftte%s-~e-&e-~a~~-~e-~e-ste~e-£er-e~i 

aft~--gss--ieases--~ssae~--ee~re--Mareh--3;-•i955;--s~aii-ee 

seveft~y-£~ve-eeft~s-*$~~st-£er--eaeh--aere--e£--iafta--ieasea; 

heweverT--~~e--reft~%--shaii--~ft-fte-ease-ee-%ess-~heft-£~£~y 

eeiiere-*~set-a-year~ 

fi!t ill T:1e annual money rentals to be paid to the 

state for oil and gas leases issued on and after Mareh-3; 

%~55 July 1, 1975, shall be efte--~eiier--*$ir set by the 

board but may not be less than two dollars ($2) for each 

acre of land leased, except that in addition to ~1e sum of 

efte--eeiiar--*~ir two dollars ($2) per acre, the rental for 

the first year of the lease shall also include any sum i:-~ 
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excess of efte-aeiier-*7ir two dollars ($2) 2er acre offered 

and accepted for the first year's rental; however, this 

annual rental shall in no case be less than £~£~y-aeiiars 

f~59t one hundred dollars ($100) a year. 

f3t 1£l The first year's rental shall be paid before 

~~e issuance of the lease. The rentals for each subsequent 

year of the lease shall be due and payable before the 

beginning of such subsequent year, and upon failure to make 

such payment the lease terminates. 

f4t ill The lands shall be leased in as compact bodies 

as the form and areas of the tracts held by the state and 

offered for lease will permit. No lease may embrace 

noncontiguous subdivisions of lands unless the subdivisions 

are within an area comprising not more than one (1) square 

mile. 

f5t l!L .In all cases where an oil and gas lease issued 

after March 3, 1955, is surrendered for cancellation before 

its expiration, relinquished to the state, or canceled 

~~rough proceedings on the part of the state, no new lease 

on the lands under such lease may be issued within thirty 

(30) days from the date of cancellation or relinquishing. 

Tnis restriction does not apply, however, in cases of bona 

fide assignment." 

Section 2. Section 81-1704, R.C.M. 1947, is amended to 

read as follows: 

-2- J # ...... 
-~ .. -



1 

2 

3 

4 

5 

6 

7 

8 

cj 

10 

11 

12 

13 

14 

15 

16 

i7 

18 

19 

20 

21 

LC 10!9 

• 9'1-1164. R6yaity ..;..:. tim~ for payment computation 

minimW: royalty. in everj oii ~rtd gas lease granted by 

th~ state under thi~ chapter, and acts amendatory thereto, 

there iS!\~ii ~ reserVed tO the state as consideration 

theretor, in addition to the rentals as hereinbefore 

provided, a royalty in ail oil and gas produced and saved 

frtim ail lands covered thereby, and not used for light, 

fue1, and operation purposes on the leasad premises, which 

shalf be equivalent to the fuii market value, as ascertained 

by the state bOard of larid commissioners at the date of such 

lease, of the estate or interest of the state in the lands 

and oil and gas deposits disposed of under such 1ease1 

provided that such royalty reservation shall be set by the 

board bttt may not be less· than twelve and one-half per 

centtim (12 1/2%) on gas, and not less than twelve and 

one-half per centum {12 1/2%) on that portion of the average 

production of oil or casing-head gasoline for each producing 

weil not exceedin9 three thousand (J,OOO) barrels for the 

calenda~ month: provided, f~rther, that ~ royalty on gas, 

including casing-head gas ana all gaseous su~stances, while 

the same is not sold or used off the premises shall be at 

22 t.he rate of ·--l'l~•ea-'"~~6~-~li;ir&e~&et fbur nundreo 

23 dollars ($4ntH per well each tea~ or the amount of the 

24 annual rental provided in said lease~ in lieu of such per 

25 well rate, whichever is the greater~ payable on or before 
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the annual afi~l~ersar¥ date of the lease, and as long as 

such leased lands eontain a well capable of such production 

and such payment is made the lease shall be considered as a 

producing lease nndei the lease terms. such iecise shail 

provide for the rend~iing of payment of such royalty on ail 

oil and gas produce~ and saved and sold or uSed off ~~e 

premises in the following ·manner and upon ~~e following 

terms: 

The lessee shall pay to the state, in cash, for all oil 

and gas royalty reserved, the posted field price eXisting on 

the day such oil or gas is run into any pipeline or storage 

tank to the credit of the lessee, plus any bonus actually 

paid, or agreed to be paid, bo the lessee, for such oil or 

gasi or, at the option of the state, exercised in writing by 

the state board of land commissioners not oftener than every 

L~irty (30) days, the lessee shall deliver the state's 

royalty oil or gas free of cost or deductions, into the 

pi~line to which the wells of the lessee may be connected 

or into any storage designated by the state and connected 

wiL~ such wells.~ 

-End-
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HOUSE BILL NO. 472 

INTRODUCED BY BARDANOUVE, RICHARDS, DRISCOLL, ELLIS, 

KEMMIS, MELOY, MENAHAN, KANDUCH, WOLFE, GUNDERSON, 

THOMAS, STAIGMILLER, LORY 

A BILL FOR AN ACT ENTITLED: "AN ACT TO INCREASE THE MINIMUM 

RENTALS AND TO AUTHORIZE THE BOARD OF LAND COMMISSIONERS TO 

ESTABLISH THE RENTAL AND ROYALTY RATES FOR OIL AND GAS 

LEASES ON STATE LANDS BY AMENDING SECTIONS 81-1702.1 AND 

81-1704, R.C.M. 1947; AND PROVIDING AN EFFECTIVE DATE." 

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

Section 1. Section 81-1702.1, R.C.M. 1947, is amended 

to read as follows: 

"81-1702.1. Rentals -- filing fee -- contiguity. i~~ 

~e-~ft~~-aftft~a~-meftey-~eft~e~e-~e-~e-pei~-ee-efte-eeeee-~e~ 

ei~--eft8--~ee--~eaeee--iee~ee-~e4e~e-Me~eft-~7-~955T-eha~~-be 

ee¥eft~y-4i¥e-eeft~e-i$T~5~-~e~--eeeft--ee~e--e4--~aft~--~eaee~~ 

hewe¥e~7--~hie--~eft~a~--eha~~--ift-fte-eaee-be-~eee-ehaft-~i~ey 

~e~~a~e-i$5Q~-a-yea~T 

i~~ JlL The annual money rentals to be paid to the 

state for oil and gas leases issued on and after Ma~eh-~T 

~9;; July 1, 1975, shall be efte-ee~~ar-f$~t set by the board 

but may not be less than two dollars ($2) for each acre of 

land leased, except that in addition to the sum of efte 
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efte--8~~a~--i$~t two dollars ($2) per acre, the rental for 

the first year of the lease shall also include any sum in 

excess of efte-ae~ie~-i$~t two dollars ($2) per acre offered 

and accepted for the first year's rental; however, this 

annual rental shall in no case be less than ~i~ey-ee~iere 

f$59t one hundred dollars ($100) a year. 

t~t ~ The first year's rental shall be paid before 

the issuance of the lease. The rentals for each subsequent 

year of. the lease shall be due and payable before the 

beginning of such subsequent year, and upon failure to make 

such payment the lease terminates. 

t4t l!L The lands shall be leased in as compact bodies 

as the form and areas of the tracts held by the state and 

offered for lease will permit. No lease may embrace 

noncontiguous subdivisions of lands unless the subdivisions 

are within an area comprising not more than one (1) square 

mile. 

t5t 1!L In all cases where an oil and gas lease issued 

after March 3, 1955, is surrendered for cancellation before 

its expiration, relinquished to the state, or canceled 

through proceedings on the part of the state, no new lease 

on the lands under such lease may be issued within thirty 

(30) days from the date of cancellation or relinquishing. 

This restriction does not apply, however, in cases of bona 

fide assignment." 

-2- HB 472 
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Section 2. Section 81-1704, R.C.M. 1947, is amended t~ 

read as follows: 

•al-1704. Royalty -- time for payment computation 

minimum royalty. In every oil and gas lease granted by 

the state under this chapter, and acts amendatory thereto, 

there shall be reserved to the state as consideration 

therefor, in addition to the rentals &B hereinbefore 

provided, a royalty in all oil and gas produced and saved 

from all lands covered thereby, and not used for light, 

fuel, and operat~on purposes on the leased premises, which 

shall be equivalent to the full market value, as ascertained 

by the state board of land commissioners at the date of such 

lease, of the estate or interest of the state_in the lands 

and oil and gas deposits disposed of under such lease~ 

provided that such royalty reservation shall be set by the 

board but may not be less than twelve and one-half per 

centum (12 1/2%) on gas, and not less than twelve and 

one-half per centum (12 1/2%) on that portion of the average 

production of oil or casing-h64d gasoline for each producing 

well not exceeding three thousand (3,000) barrels for the 

calendar month~ provided, further, that the royalty on gas, 

including casing-head gas and all gaseous substances, while 

the same is not sold or used off the premises shall be at 

the rate of ~-h~~rea--doiiars--t~~&&TS&r four hundred 

25 dollars (~400) per well each year or the amount of the 

-3- riB 472 
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annual rental provided in said lease, in lieu of such per 

well rate, whichever is the greater, payable on or before 

the annual anniversary date of the lease, and as long as 

such leased lands contain a well capable of such production 

and such payment is made the lease shall be considered as a 

producing lease under the lease terms. Such lease shall 

provide for the rendering of payment of such royalty on all 

oil and gas produced and saved and sold or used off the 

premises in the following manner and upon the following 

terms: 

The lessee shall pay to the state, in cash, for all oil 

and gas royalty reserved, the posted field price existing on 

the day such oil or gas is run into any pipeline or storage 

tank to the credit of the lessee, plus any bonus actually 

paid, or agreed to be paid, to the lessee, for such oil or 

gas: or, at the option of the state, exercised in writing by 

the state board of land commissioners not oftener than every 

thirty (30) days, the lessee shall deliver the state's 

royalty. oil or gas free of cost or deductions, into the 

pipeline to which the wel~s of the lessee may be connected 

or into any storage designated by the state and connected 

with such wells.• 

SECTION 3. THIS ACT IS EFFECTIVE APRIL l, 1975. 

-End-
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March 21, 1975 

SENATE COMMITTEE ON STATE ADMINISTRATION 

AMENDMENTS TO HOUSE BILL NO. 472 

That House Bill No. 472, third reading, be amended as follows: 

1. Amend page 1, section 1, line 22. 
Following: "than" 
Strike: "two dOllars ($2}" 
Insert: "one do ar an 1 11 d f "fty cents ($1.50)" 

2. Amend page 1, section 1, line 24. 
Following: "-f$:1:1-" 
Strike: "two dollars ($2)~ 
Insert: "dne dollar and f1fty cents ($1.50)" 

3. Amend page 2, section 1, line 1. 
Following: "·Hi:l:t" 
Strike: "two dollars ($2)" 
Insert: "one dollar and fifty cents ($1.50)" 
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rlOUSE BILL JO. 4 72 

L'ITRODUCED 3Y BARDANOUVE, RICHARDS, DRISCOLL, ;:;:,.::.IS, 

!(E:·IHIS, MELOY, 'lENA.'!&~, K1'11WUCH, \</OLFE, Gl!C7DL-:.30l''l, 

THOMAS, STAIGt4ILLER, LORY 

A BILL FOR AN ACT E:'ITITLED: "AN ACT TO INCREASE THE MINIMUM 

RE:HALS lum TO AUTl!ORIZI.: TnE BOARD OF LAND C0:4JUSSIONERS 'IO 

ESTABLISH THE REHTAL iUD ROYALTY RATES FOR OIL A:W GAS 

LEASES ON STATE LA~WS BY .i"IJ'IENDLiG SECTIONS 81-1702.1 A.c<D 

81-1704, R.C.r1. 1947; AND PROVIDING AN EFFECTIVE DATE." 

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF MONTru'IA: 

Section 1. Section 81-1702.1, R.C.M. 1947, is amended 

to read as follows: 

"81-1702.1. Rentals -- filing fee-- contiguity. ~±t 

~he-m~ft~ffi~-~~ftu~±-meney-~ent~±~-~e-ee-p~±d-~e-~fte-~ta~e-fe~ 

e±±--end--~~~--±e~ee--±~e~ed-befe~e-Ma~eh-~7-±9557-eha±±-be 

~e¥enty-f~¥e-eent~-f~~~st-fe~-e~eh--ae~e--ef--±ane--±eaeed7 

hewe¥e~;--th±~--~nt~±--~ha±±--±n-ne-eaee-be-±eee-than-£±fty 

de±ia~~-f$59t-a-ye~~~ 

~~t ill The annual money rentals to be paid to the 

state for oil and gas leases issued on and after Ma~eh-~7 

±955 July 1, 1975, shall be ene-de±±a~-~~it set by the boaru 

but may not be less than twe-de±±e.r~--~~~t ONE DOLLAR AND 

FIFTY CENTS ($1.50) for each acre of land leased, excegt 
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that in addition to the su"' of or.e-de±:l:a~--~$:!:1- twe--dei±ai's 

~liizt ONE DOLLAR AliD FIFTY CEt<TS ( $1.5:)) per acre, t''e rental 

for the first year of the lease shall also include any sum 

in excess of ene-de±±~~-f$±7 ~we-de±:l:~~e-~$~t ONE DOLLAR AND 

FIFTY CI:NTS ($1. 50) ger acre offered and accepted for t;1e 

first year's rental; however, this annual rental shall in no 

case be less tha~ ~~~~y-de±±ai's-f~5et one hundrea uollars 

($100) a year. 

~~t ill The first year's reatal snall be paid before 

t.'le issuance of the lease. The rentals for each subsequent 

year of the lease shall be due and payable before the 

beginning of such subsequent year, and upon failure to make 

such payment the lease terminates. 

~~t ill The lands shall be leased in as compact bodies 

as the form and areas of the tracts held by the state and 

offered for lease will permit. :1o lease may embrace 

noncontiguous subdivisions of lands unless the subdivisions 

are within an area comprising not more than one ( l) square 

mile. 

~5t 1!L In all cases where an oil and gas lease issued 

after Harch 3, 1955, is surrendered for cancellation before 

its expiration, relinquished to the state, or canceled 

through proceedings on the part of the state, no new lease 

on the lands under such lease may be issued within t.'lirty 

(30) days from the date of cancellation or relinquishing. 

-2- HB 472 
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This restriction does not apply, i1owever, in cases of bona 

fide assignment." 

Section 2. Section 81-1704, R.C.H. 1947, is a~nded to 

read as follo1;s: 

"81-1704. Royalty -- time for payment computation 

minimum royalty. In every oil and gas lease granted by 

the state under this chapter, and acts amendatory thereto, 

there shall be reserved to the state as consideration 

therefor, in addition to the rentals as hereinbefore 

provided, a royalty in all oil and gas produced and saved 

from all lands covered thereby, and not used for light, 

fuel, and operation purposes on the leased premises, wnich 

shall be equivalent to the full market value, as ascertained 

by ~~e state board of land commissioners at the date of such 

lease, of ~~e estate or interest of the state in ~~e lands 

and oil and gas deposits disposed of under such lease; 

provided that such royalty reservation snall be set by ~~e 

board out may not be less than twelve and one-half per 

centum (12 1/2%) on gas, and not less than twelve and 

one-half per centum (12 1/2%) on that portion of the average 

production of oil or casing-head gasoline for each producing 

well not exceeding ~'lree thousand (3,00J) barrels for tne 

calendar montn; provided, further, that t;·uil royalty on gas, 

including casing-nead gas and all gaseous substances, while 

the same is not sold or used off t'1e premises shall be at 
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the rate of ~we--"~nd~ed--ee±±ar~--t$~99~99+ four hundred 

doliars ($400) 2er well eacn year or the amount of the 

annual rental 2rovided in said lease, in lieu of such ~r 

well rate, whichever is the greater, payable on or bafore 

the annual anniversary date of the lease, and as lotlq as 

such leased lands contain a well capable of su~'l 2roduction 

and such payment is made the lease shall be considereu as a 

producing lease under the lease terms. Sucl1 lease shall 

provide for the rendering of payment of such royalty on all 

oil and gas produced and saved and sold or used off the 

premises in the following manner and upon the following 

tenns: 

The lessee shall pay to the state, in cash, for all oil 

and gas royalty reserved, the posted field price existing on 

t~e day such oil or gas is run into any pipeline or storage 

tank to the credit of the lessee, plus any bonus actually 

paid, or agreed to be paid, to the lessee, for such oil or 

gas; or, at the option of the state, exercised in writing by 

the state board of land commissioners not oftener than every 

thirty (30) days, the lessee shall deliver the state's 

royalty oil or gas free of cost or deductions, into the 

pipeline to which the wells of the lessee may be connected 

or into any storage designated by ~~e state and connected 

with such wells.• 

SECTION 3. THIS ACT IS EFFECTIVE APRIL 1, 1975. 
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