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d~ BILL NOo _jjj__ 

INTRODUCED E>Y _ 22'1~--r-~-----
.~ 

unnecessary or excessive surface loss o~ destruction of oil 

2 or gas; ando {4) the inefficient storing of oil or gas. The 

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

4 A Bill FUR AN ACT ENTITLED: aAN ACT TO DEFINE THE TERM 4 full ext~nt that the well or pool can be produced in 

5 "ENHANCED RECOVERY"; TO SUBSTITUTE THE TERM "ENHANCED ~ accordvnce with methods designed to result in maximum 

b RECDVERYu FOR THE T~RHS "PRESSURE MAINTENANCE" AND 6 ultimate recovery, as determined by the board, is not waste 

"SECONDARY RECOVERY"; AND TO PROVIDE FOR RECOVERY UF COSTS 1 within the meanin] of this definition. 

8 OF AN tNHANCEO RECOVERY PRUbRAM INITIATED SUBSEQUENT TO A 0 12) "!:Soard" means the board of oi 1 and gas 

9 S~CONOARY RECOVERY PROGRAM; AMENDING SECTIONS 60-126, .. conservation provideo for in section 82A-l50Bo 

10 6'J-13lolo AND 60-131.3, RoCoMo 1947." 10 (3) wperson" means any natural person, corporation, 

11 11 association., partnersh i P• ~eceiver, trustee. executor., 

12 BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF MONTANA: 12 administrator, guardian, fiduciary, or other representative 

13 Section 1. Section 60-126, R.c.M. 1947, is amended to 13 of any kind, and includes any agency or instrumentality of 

14 read as follows: 14 the state or any governmental subdivision thereof. 

15 "60-126. Definitions. As used in this chapter, unless 15 (4) "Oil• means crude petroleum oi 1 and other 

16 tne context requires otnerwise: 16 hydrocarbons regardless of gravity which are produced at the 

l7 11) "~aste" means: 11} physical waste, as that term is l1 wellheaJ in liquio form by ordinary production methods, and 

18 ~enerally understood in the oil and qas industry; (2) the lo which are not the result of condensation of gas before or 

19 inafficiento excessive, or im~ropar use of, or the 19 after it leaves the reservoir. 

2U unnecessary dissipation of reservoir energyi {3) the 20 15) ~~as• means all natural gases ana all other fluid 

21 locati':>n, spac:ins• arill i ng, equippinso aperatinq or 21 hydrocarbons as produced at the wellhead ana not defined as 

Z2 producing of any oil or gas well or wells in a manner which 22 oil in subsection 14) of ~his section. 

Z3 causes, or tends to cause, reduction in the quantity of oil 23 (6) •Pool• means an underground reservoir containing a 

24 or gas ulti~ately recoverable from a pool under pruo~nt and 24 common accumulation of oil or gas o~ both; each zone of a 

2~ prope~ operations. or which causes or tends to cause 25 structure which is comple~ely separated fro~ any other zone 

I N T R 0 D U C E D B I L L 
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in the same structure is a pool• as that term is used in 

this chapter. 

{7) "field" means the general area underlaid by ~"~ 

f1t or MOre pools. 

{B) "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 therefrom either for himself or 

others or for himself ano others, and the term includes 311 

persons holding such authority oy or through him. 

Nothing herein contained shall be construed to conflict 

with subsection {4) of section 81-1702, granting the state 

board of land commissioners the authority to enter into 

pooling and unitization agreements for the production of oil 

or gas with others. 

{9) "Producer- means the owner of a well or wells 

capable of producing oil or gas or both. 

(10) "Department" means the department of natural 

resources and conservation p~ovided for in Title 8£A, 

chapter 15. 

illl~bil~D~llltl.~~DL.tlli:_.i.ru;Lll..il..:i..l:..IL-L~JU!Ll! 

from a..__W2QL~~~¥.--iltl.i..ilJ;.i.aL_m_ailllL_QL_luL_tlli: 

il;!Pl i cat i nn_gf-lmf:L~~ruok-t.~ILP.QQl.L_~_au.i..f..U:..i.al 

!llll..il.~-l2LiUl:illilii..gn_.i.D>;.l.wl~~lll.ILl1142-~~J!=~ 

mainteoan~_gr._in~ctjoo int~~-UQQLQf_ilfrX~~~il~-!2£ 

fQLM_Qf ener~y as is~ootempl~t~-i~~~~-Le~~L¥--ilnd 
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.ti!U.i.aLL-2U!~-lu!.L-lilleS nat ln~l.ul1!Li.llil-lnl.ec.tlnn_i_!L<a 

~~1 of a subStilfike_g~_fQLID_gf enerQy [o~~-~IL puroosg 

.Q.f__ a i d i n 11 .in__jJ]JLJlf.tlnli _ _gf_--tl.u~ _ _l_ll __ :t.lHL--ttltlL_w: 

.s..tl!Jllil.g_liruJ_llf__jJ]e res e vlll.L-'!L-!2L_!!ll..il..L__:I..tlil_lt.d.l _ _by 

S0ction 2. Section 60-131.1• R.C.M. 1947, is amended 

to re'c as follows: 

"6D-l31olo Operation of pool as unit -- board to nola 

hearing notice. (l) The board, upon the application at 

persons owninJ leasehold interests underlying sixty per cent 

(60%) of the 3urface within the delineated area, shall hold 

a hearing to consider the need for the op2ration as a unit 

of one {1) or more pools or parts thereof in a field, for 

p~~ssu~~-me+"~~"a"ee-e~-~e~"de~y-~eeoye~y enb~D-~eLX 

purposes as to oil or oil and gas~ to increas~ ultimate 

recovery, or to prevent waste of gas from pools or portions 

of pools whare gas only is produced. 

(2) At least sixty (60) days prior to appl icution, the 

applicant shall, by re~istared or certified mail, notify all 

known persons owniny an inte~est in the oil ano gas within 

the proposeo unit area as disclosed hy the records of th~ 

county or counties in which th2 proposed unit area is 

situated, at that person•s last known address, of the 

appl icant•s intention to make the application. At the same 

time producers shall be furnisheo with a plan of unit 

-4-



2 

4 

5 

b 

1 

3 

9 

10 

ll 

12 

13 

14 

15 

l!> 

17 

18 

19 

20 

2l 

22 

23 

24 

25 

' 

LC 061>4/01 

operations. Upon written request of dO operator of a lease 

which is in whole or in part within the confines of the 

~roposP.d delineated are3• the applicant shall furnish the 

operator with copies of any exhibits to be submitted to the 

~oard at the time of hearing.R 

Sectton J. Section 60-131.3t R.C.M. 1947, is amended 

to read as follows: 

•60-131.3. Te~ms and conditions of order 

rgquirements. The order shall be upon terms and conditions 

that are just and reasonable and shall prescribe a plan for 

unit operations that shall include: 

(1) A description of the pool or pools or parts 

thereof to be so operated, termed the unit area. but only so 

much of a pool as has reasonably been defined and determined 

by drilling operations to be productive of oil or gas may be 

included within the unit area. If the unit is formed solely 

for production of gas 9 a spacing unit on which is located a 

w~ll producing or capable of producing gas on March lo 1~71• 

may not be included in the unit area without the written 

consent of the majority in interest of the working interest 

owners of the spacing unit and well. 

(2) A statement of the nature and purpose of thP plan 

and operations contemplated, together with a cooy of th~ 

proposed unit a~reement and unit operating agreement. 

( 3) A plan for allocating to each tract in the unit 

-5-
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area its fair share of the oil and gas produced fran the 

unit area and not required or consumed in the conduct of the 

operation of the unit area or unavoidably lost. A olan may 

not be approved by the board until it has considered the 

relative value that the share of production bears to tha 

relative value of all of th2 separately owned tracts in the 

unit area. exclusive of physical equipment utilized in unit 

operations. In considering this relative va1ue9 the board 

shall weigh the economic value of the gas to all persons 

affected as compared to the economic value of the oil to all 

persons affected. 

14) A provision for the credits and charges to be made 

in the adjustment among the owners in the unit area for 

their respective investments in well so tanks• pumps. 

machinery. materials, and equipment contri~uted to the unit 

oper-ations. 

15) A provision providing how the costs of unit 

op~rati ons ... including overhead and capital investments., 

shall be determined and charged to the separately owned 

tracts, including a provision for carryinq or otherwise 

financins any owner who h!S not executed th~ p~oposed unit 

operating agreement and who elects to be carried or 

oth~rwise fin~nced~ allowing an interest charge of the then 

current prime rate plus two per cent (2%) for the service. 

Recovery ~f thE money advanced• plus interest 9 shall be 

-6-
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1 imited too and only shall be recoverable from, the owners• 

share of proauction. The recovery snall be as follows: 

(a) ( 1) In the case of a field producinl ~ilt or oil 

and gaso during the period of depletion of the re~aining 

estimated primary reserves from the unit, only from the 

production that is in excess of the owners• average actual 

rate of production auring the eighteen ( 181 months 

immediately preceding the effective date of th~ unit. For 

purposes of this subsection, the term "pri•ary reserves• 

means the oil or gas which would be produced from the 

unitized pool or pools o~ ~ a result of the natural energy 

therein and without the introduction of o-~eeono~y gn 

~~ recovery program. 

(2) During the period subsequent to the depletion of 

the remaining estimated prima~y reserves from the unit9 from 

one hundred per cent (lOO•J of the owners• share of 

production. 

{b) In the CdSe of a field producing only gas, the 

recovery shall ~e from one hundred per c~nt (100%) of the 

owners• share of production. 

L!;..L_l.n_.t~.:i..IL.IlLim.ll._il.Jlllil!ll:.!1.~-=~r.y_~ilm-J.Ilil.t 

..iL i !l i .t i atil..IL~U.il.Ql._LLJLli.~iiL~m¥-eU-Qlilg[.am...._~ 

Le.l:.2Jtti:t-~ll-Qe.__.[r.Qm_LL5._l_QL_tlle.____mme_r..s..!_ __ ~tli1LL_l2f 

U~i.Qlh 

(6) A provision for the supervision and conduct of th~ 
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unit operations, in respect to which each owner shall have a 

vote witn a value corres~onding to the percentage of the 

costs of unit operations chargeable agninst the inte~~st of 

the owner. 

(1) A provision whereby the unjt ~perator, after 

havin~ operated for a minimum pe~iod of two (2) y~ars~ can 

be challenged by any other owner in the unit, and the 

challenging owner may succeed to the unit operations upon a 

showing that: (a) he can operate more efficiently and 

economically than the present operator; (b) he is qualified 

and financially responsible; (c) a majority of the other 

owners, both in number and in percentage and exclusive of 

the challenged operator, appr~ved the challenging owner 

becoming unit operator; and, {d) the challenged operator 

does not initiate the conditions of operations of the 

challen9i ng owner within sixty (60) days of the chall znqeo 

ope~ator•s receipt of the conditions of operations. 

(6) The time when the unit operations sha11 commence, 

and the manner in whichy and the circumstances under whtch7 

the unit operations snall terminate; and 

(9) Such additional provisions that ara found tG b~ 

appro;>riate for carryinq on unit operations and for the 

protection and adjustment of correlative rights." 

-End-
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STATE OF MONTANA 
REQUEST NO. 569-77 

·----.._,~ 
FISCAL NOTE 

Form BD· 15 

In compliance with a written request received ~- February 21 19 ]]___ , there is hereby S'lbmitted a Fiscal Note 

for . . 1?~r1at!'! _ ~jl!_11 1_ __________ pursuant to Chapter 53, Laws of Montana, 1965- Thirty-Ninth ~ egisla~ive Assembly. 

Background information used in developing this Fiscal Note is available from the Office of Budget and Proqra.. anning, to members 

of the Legislature upon request. 

DESCRIPTION OF PROPOSED LEGISLATION: 

Senate Bill 111 defines certain terms relative to the production and exploration of oil and gas. 

FISCAL IMPACT: 

None. Senate Bill 111 defines terms and recovery .of costs of an enhanced recovery program and has no effect on revenues 
or expenditures. 

~L~-~~-fr/" 
BUDGET DIRECTOR ./ 

Office of Budget and Program Planning .._.. 

Date: c::t.- ~ :l- ""~ ) 
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SENATE BILL MO. 111 

2 IMTRODUCEO BY !ATHERS, TDBBAGE 

3 

- A BILL FOR AH ACT ENTITLED: "AM ACT TO OEFIHE TB~ !EB8 

5 "!IBUCEI: RECOVERY"; TO SDBSTITU!E TBE TERR "EIBAICED 

6 RECOVERY" FOR THE TER!!S "PRESSURE RAIH'IEliAIICE" AIID 

7 "SECOND!El RECOVERY"; !HD TC PBCYIDE FOB RECO,ERT OF COSTS 

8 OF lll ENHAIICEt RECOVERY PROGRA!! IIITIATED SUBSEQUEBT TO A 

9 SECO!IDABJ RECOVEBY PROGBA!; l!EHDIIG SECTIONS 60-126, 

10 60-131.1, AND 60-131.3, a.c.a. 1941." 

11 

12 BE IT EHAC~ED BI THE LEGISLATURE OF THE STATE OF ROIT!Bl: 

13 Section 1. Section 60-126, R.C.R. 19117, is aaended to 

111 read as follows: 

15 "60-126. Definitions. As used in this chafter, unless 

16 the context requires ctherMise: 

11 (1) •waste• aeans: (1) physical t~aste, as that tera is 

18 generally ucderstood in the oil and gas industry; (2) the 

19 inefficient, excessive, or iaprofer use of, or the 

20 unnece~sary dissipation of reservoir energy; (3} the 

21 location, spacing, drilling, equipping, operating or 

22 producing of any oil or gas well cr t~ells in a aanner ~hicb 

23 causes, or tends to cause, reduction in the quantity of cil 

24 or gas ultimately recoverable fros a pool onder prudent and 

25 proper operations, or t1bicb causes or tends to cause 

SECOND READING 
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unnecessary or excessive surface loss or destruction of oil 

or gas; and, (II) the inefficient storing of oil or gas. The 

production of oil or gas fro• any pool or by any Mell to the 

full extent that the well or pool can be produced in 

accordance with aethods designed to result in aaxiaua 

ulti•ate recoyery, as deterained by the beard, is net t~aste 

within the •eaning of this definition. 

(2) "Beard• aeans the board of oil and gas 

conservation proYided for in section 82!-1508. 

(3) "Person" aeans any natural person, corporation, 

association, partnership, receiver, trustee, executor, 

adainistrator, guardian, fiduciary, or other representative 

of any kind, and includes any agency or instruaentality of 

the state or any governaental subdi.Yisioo thereof. 

(4) "Oil• aeans crude petroleu• oil and other 

hydrocarbons regardless of gravity vhich are produced at the 

wellhead in liquid fora by ordinary production aethcds, and 

t~hich are not the result cf condensation of gas before or 

after it ieaves the reservoir. 

(5) "Gas" aeans all natural gases and all other fluid 

hydrocarbons as produced a~ the ~ellhead and oot defined as 

oil in subsection (II) of this section. 

{6) "Pool~ aeans an underground reserYoir containing a 

coaaon accumulation of oil ot gas or both; each zone of a 

structure t~hich is completely separated frc• any ether zone 

-2- SB 111 
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in the saae structure is a pool, as that ter• is used in 

this chapter, 

(7) "Field~ 1eans the general area underlaid by e.e 

~1~ or •ore rools. 

(8) •owner" 1eans the person who has the right to 

drill into and produce fro• a pool and to appropriate the 

oil or gas he produces therefro• either for hi1self or 

others or for hi1self and others, and the ter1 includes all 

persons holding such authority by or through hi•· 

Nothing herein contained shall be construed to conflict 

with subsection (4) of section 81-1702, granting the state 

board of land co1aissioners the authority tc enter into 

pooling and unitization agreeaents for the production of oil 

or qas with others. 

(91 "Producer" aeans the owner of a well or wells 

capable of producing oil or gas or both. 

(10) "Depart•ent" aeans the departaent 

resources and conservation provided for in 

chapter 15. 

of natural 

Title 821, 

(111 "Enhanced reco~y!~ans tb~L-i!!~§fL_recoven 

fro• a__£Q£J achieved ~!__!rtificial aean§ _ _Q£ by the 

application of energy eAtrinsic to the pool; such artifici~l 

~~ans or application include~.§_§uriruu._stili!!9£--il~§llll 

aaintenance, or injection into the pool of an~§~Q! 

for• of energy as is conteDplated in secc!!dary recovery ang 

-3- SB 111 
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tertiary progra1s but_ does not include the i!!~!i£!!-iA-2 

well_Qf a substance or fora of energy for th~-22l~_£Y£££§~ 

2[__ aiding in the liftin~ fluids in the vell __ 2~ 

stiaulating__of the resevoir at or near th~-~~!l_ __ ~l 

aechanical, cheaical, ther•al, or ezplosive 1eans,n 

Section 2. Section 60-131,1, R.c.~. 19Q7, is a1enrled 

to read as follows: 

~60-131.1, Operation of pool as unit-- board to hold 

hearing -- notice. (1) Tbe board, upon the application of 

persons o•ning leasehold interests underlying sizty per cent 

(601) of the surface within tbe delineated area, shall bold 

a hearing to consider tbe need for the operation as a unit 

of one (1) or 1ore pools cr parts thereof in a field, tor 

~£ed_!~J: 

purposes as to oil or oil and qas, to increase ulti1ate 

recoYery, cr to prevent waste of gas fro• pools or fOrtions 

of pools where qas only is produced. 

(2) At least siity (60) days prior to application, the 

applicant shall, by registered or certified 1ail, notify all 

known persons owning an interest in tbe cil and gas within 

the proposed unit area as disclosed by the records cf the 

county or counties in •bicb the proposed unit area is 

situated, at that person's last known address, of tbe 

applicant's intention to 1ake the application. At the sa1e 

tile producers shall be furnished with a plan of unit 

-4- Sll 111 
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operations. Upon written request of an operator of a lease 

which is in whole or in part within the confines of the 

proposed delineated area, the applicant shall tarnish the 

operator with copies cf any e~hibits to be sabaitted tc the 

board at the tiae of bearing." 

section 3. Section 60-131.3, R,C,B. 1947, is aaended 

to read as follows: 

"60-131,3, '!'eras and conditions Of order 

requireaents, The order shall be upon teras and conditions 

that are just and reasonable and shall prescribe a plan for 

unit operations that shall include: 

(1) A description of the pool or pools or parts 

thereof to be so operated, teraed the unit area, but only so 

auch of a pool as has reasonably been defined and deterwined 

by drilling operations to be productive ct oil or gas way be 

included within the unit area. If the unit is foraed solely 

for production of gas, a spacing anit on vhicb is located a 

well producing or capable at producing gas on aarch 1, 1971, 

aay not be included in the unit area ~ithout the written 

consent cf the •ajority in interest of the working interest 

owners of the spacing unit and well. 

(2) ~ state•ent of the nature and purpose of the plan 

and operations conteaplat~d, together with a copy cf the 

proposed unit aqrEe•ent and un~t operating agreewent. 

(3) ~ plan for allocating to each tract in the unit 

-5- SB 111 
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area its fair share of the oil and gas produced frca the 

unit a£ea and not required or consuaed in the conduct of the 

operation of the unit area or unavoidably lost, A Flan way 

not be approved by the board until it has considered the 

relative value that the share of production bears to the 

relative value of all of the separately owned tracts in the 

unit area, exclusive of physical eqnipwent atilized in unit 

operations. In considering this relative value, the boa£d 

shall ~eigh the econowic value of the gas to all persons 

affected as cowpared to the ecouowic value of the oil to all 

persons affected. 

(Q) A provision for the credits and charges to be wade 

in the adjustaent awong the owners in the unit area tor 

their respective investweets in wells, tanks. pu•ps, 

•achinery, waterials, and egaipaent contributed to the unit 

operations. 

(5) A p£ovision providing hov the costs cf unit 

operations, including overhead 

shall be deterained and charged 

tracts, including a Frovision 

and capital investaeots, 

to the separately owned 

for carrying ot other8ise 

financing any owner who has not executed the proposed unit 

operating agreewent and who elects to be carried ot 

otherwise financed, allo~ing an interest charge of the then 

current pri•e rate plus two per cent (2~) fot the service. 

Recovery of the money advanced, plus interest, shall te 

-6- SB 111 
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liaited to, and only shall te recoverable froa, the c~ners• 

share of production. The recovery shall be as follows: 

(a) [ 1) In the case of a field producing oil, or oil 

and gas, during the period of depletion of the reaaining 

esti•ated priaary reserves fro• the unit, only fro• the 

production that is in excess of the owners• average actual 

rate of production during the eighteen (18) aonths 

iaaediately preceding the effective date of the unit. ~or 

purposes of this subsection, the ter• •pri•ary reserves" 

•eans the oil or gas which would be produced fro• the 

unitized pool or pools ~ ~§ a result of the natural energy 

therein and without the introduction of a seae•ia£y ~! 

enhanced recovery prograa. 

(2) During the period subsequent to the depletion of 

the re•aining estiaated pri•ary reserves fro• the unit, fro• 

one hundred per cent (100'.1;) of the owners• share of 

production. 

(t) In the case of a field producing only gas, the 

recovery shall be fro• one hundred peL ceht (100') of the 

owners• share of production. 

jcl In t!;J.e case of an:L£!!_ha!JC.!lU.!l£2~I.9!1ll!._!!!li 

is initiated subsequent to a secondary res9~~~~~_!be 

~~ shall be fro• ~ of the _Q!!.!l!§_' __ shar.!l __ of 

production. 

(6) A provision for the supervision and conduct of the 

-7- SB 111 
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unit operations, in respect tc which each owner shall have a 

vote with a value corresponding to the fercentage of the 

costs of unit operations chargeable against the interest of 

the owner. 

(7) A provision whereby the unit operator, after 

having operated for a ainiaua period of two (2) years, can 

be challenged by any other owner in the unit, and the 

challenging owner •ay succeed to the unit operations UfOn a 

shoving that: (a) he can operate •ore efficiently and 

econoaically than the present operator; (b) be is qualified 

and financially responsible; (c) a aajority cf the other 

owners, both in nuaber and in percentage and ezclusive of 

the challenged operator, approved the challenging cvner 

becoaing unit operator; and, (d) the challenged operator 

does not initiate the conditions of operations of the 

challenging owner within sizty (60) days of the challenged 

operator's receipt of the conditions of operations. 

(8) The tiae when the unit operations shall ccaaence, 

and the •anner in which, and the circu•stances under which, 

the unit operations shall ter•inate; and 

(9) Such additional provisions that are found to be 

appropriate for carrring on unit operations and for the 

protection and adjust.ent of correlative rights." 

-End-
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SEBATR BILL JO, 111 

IBTRODUCED BY ftATHERS, TURRAGE 

A BILL FOR AN ACT ENTITLED: "AN ACT TO D!fiNE THE TE~8 

"ERRA'IICED 

~ECOVERY" 

RECOVERY"; TO 

FOR THE TER8S 

SUBSTITUTE TEE TER! "ENHANCED 

"PR~SSORE !AINTENANCE" AID 

"SECONDARY RECOVERY"; AND TO PBCYIDE FOR RECOVERY Of COSTS 

Of AH ENHANCED RECOVERY PROGBAK IHITIATED SUBSEQUERT TO A 

SECONDARY RECOVERY PROGRA!; lftEHDIIG SECTIONS 6Q-126, 

6Q-131.1, AID 60-131.3, B.C.!. 1947.• 

BE IT ENACTED BY THE LEGISLATURE Of TBE STATE Of BOBTANA: 

Section 1. Section Go-126. a.c.~. 1947, is a•ended to 

read as follows: 

•6Q-126. Definitions. As u'ed in this chafter, unless 

the context requires cther~ise: 

{1) •waste• means: {1) fhysical waste, as that tera is 

generally understood in the oil and gas industry: (2) the 

inefficient, excessive, or iaproper use of, or the 

uoneceEsary dissipation of reservoir energy; (l) the 

location, spacing, drilling, equipping, operating or 

producing of any oil or gas well or wells in a aanner Mhich 

causes, or tends to cause, reduction in the guantity of cil 

or gas ultiaately recoverable froa a pool under prudent and 

proper operations, or which causes or tends tc cause 
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unnecessary or excessive surface loss or destruction of oil 

or gas; and, (4) the inefficient storing of oil or gas. The 

production of oil or gas fro• any pool or by any ~ell to the 

full extent that the well or pool can be produced in 

accordance with methods designed to result in aaxiau• 

nltiaate recovery, as deterained by the board, is not waste 

vithin the meaning of this definition. 

(2) "Board" aeans the board of oil and gas 

conservation provided for in section 82A-1508. 

(3) "Person• aeans any natural person. corporation. 

association, partnership, receiver, trustee, executor, 

ad•inistrator, guardian, fiduciary, or other representative 

of any tind, and includes any agency or instruaentality of 

the state or any governaental subdivision thereof. 

(II) "Oil" •eans crude petroleu• oil and other 

hydrocarbons regardless of gravity which are produced at the 

wellhead in liquid fora by ordinary production aethcds. and 

vhich are not the result of condensation of gas before or 

after it leaves the reservoir. 

(5} "Gas" means all natural gases and all otber fluid 

hydrocarbons as produced at the wellhead and not defined as 

oil in subsection {II) of this section. 

(6) "Pool" 11eans an underground reservoir containing a 

co••on accu•ulation of oil O[ gas or both; each zone of a 

structure which is completely separated froa any ether zone 
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in the saae structure is a pool, as that tera is used in 

this chapter. 

(7) wrield" aeans the general area underlaid by &&& 

~1t or •ore rools. 

(8) •owner" aeans the person who has the right to 

drill into and produce fro• a pool and to appropriate the 

oil or gas he produces tberefroa either for hiaself or 

others or for hi•self and others. and the tera includes all 

persons holding such authority by or through hia. 

Bathing herein contained shall be construed to conflict 

with subsection (II) of section 81-1702. granting the state 

board of land coaaissioners the authority to enter iato 

pooling and unitization agreeaents for the production of oil 

or gas vitb others. 

(9) •Producer• aeans the owner of a well cr wells 

capable of producing oil or gas or both. 

(10) "Department" aeans the departaent of natural 

resources and conservation provided for in Title 82A, 

chapter 15. 

(111 "Enhanced recoverj!_!~ans the inc~~~~-~~~ 

froa a pool achieved b~tificial •eans or by the 

application of energy extrinsic to the pool; such artificial 

aeans or application includes pressuri~ycliD3L__£!~~ 

aaintenance, or injection into the pool of any substance or 

fora of energy as is contemplated in secondary recovery and 
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tertiary prograas but_ does not include the in~t!on_ip_~ 

well of a substance or form of epergy for !h~_§£l~_£Yrfcs~ 

of illiJlg in the lifting of fluids in _!~___!ill_!!! 

stiaglating of the resevgir at or near the ~~l!___RI 

aechanica~cheaical, theraal. or explosive aeans." 

Section 2. Section 60-131.1, R.C.ft. 19Q7, is aaended 

to read as follows; 

"60-131.1. operation of pool as unit-- board to hold 

hearing notice. (1) The board, upon the application of 

persons owning leasehold interests underlying sixty per cent 

{60S) of the surface within the delineated area. shall hold 

a hearing to consider the need for the operation as a unit 

of one (1) or aore pools or parts thereof in a field, for 

peeesY£e aaia*eaaaee &£ eeeeaaawy £eee¥e£y enhanced recovery 

purposes as to oil or oil and gas. to increase ulti•ate 

recovery. or to prevent waste of gas fro• pools or FOrtions 

of pools where gas only is produced. 

(2) At least sixty (60) days prior to afplication, the 

applicant shall, by registered or certified aail. notify all 

known persons owning an interest in the cil and ga£ within 

the proposed unit area as disclosed by the records cf the 

county or counties in which the proposed unit area is 

situated. at that person's last known address, of the 

applicant's intention to aake the application. At the saae 

tiae producers shall be furnished vith a plan of unit 
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operations. Upon written request of an operator of a lease 

which is in whole or in part within the confines of the 

proposed delineated area, the applicant shall furnish the 

operator with copies of any exhibits to be subaitted tc the 

board at the tiae of bearing." 

Section 3. Section 60-131.3, R.c.e. 19q7, is aaended 

to read as follows: 

"f:>0-131.3. 'Ieras and conditions of order 

requireaeuts. ~he order sball be upon teras and conditions 

that are just and reasonable and shall prescribe a plan for 

unit operations that shall include: 

(1) A description of the pool or pools or parts 

thereof to be so operated, teraed the unit area, but only so 

auch of a pool as has reasonably been defined and deterained 

by drilling operations to be prod~ctive of oil or gas aay be 

included within the unit area. If the unit is foraed solely 

for production of gas, a spacing unit on which is located a 

well producing or capable of producing gas on !arch 1, 1971, 

mar not be included in the unit area without the written 

consent cf the aajority in interest of the working interest 

owners of the spacing unit and well. 

(2) A statement of the nature and purpose of the plan 

and operaticns conteaplated, together with a COFJ cf the 

proposed unit agreeaent and unit operating agreeaent. 

(3) A plan for allocating to each tract in the unit 
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area its fair share of the oil and gas produced frcs the 

unit axea and not required or consu•ed in the conduct of the 

operation of the unit area or unavoidably lost. A plan aay 

not be approved by the board until it has considered the 

relative value that the share of production bears to the 

relative value of all of the separately owned tracts in the 

nnit area, exclusive of physical equipaent utilized in unit 

operations. In considering this relative value, the board 

shall veigh the econoaic value of the gas to all persons 

affected as coapared to the ecouoaic value of the oil to all 

persons affected. 

(4) A provision for the credits and charges to be aade 

in the adjustment aaong the ovners in the unit area for 

their respective investsents in vells. tanks, puaps, 

aachinery, aaterials, and equip•ent contributed to the unit 

operations. 

(5) A provision providing how the costs cf unit 

operations, including overhead 

shall be deterained and charged 

and capital investaents, 

to the separately owned 

tracts, including a provision for carrying or otber~ise 

financing any owner vho bas not executed the proposed unit 

opexating agreeaent and vbo elects to be carried or 

otherwise financed, allowing an interest charge of the then 

current priae rate plus two per cent (2,) for the service. 

Recovery of the money advanced, plus interest, shall te 
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liaited to, and only shall te recoverable fro•, the cvners• 

share of production, The recovery shall be as follows: 

(a} (1} In the case of a field producing oil, cr oil 

and gas. during the period of depletion of the re•aining 

estiaated pri•ary reserves fro• the unit, only fro• the 

production that is in excess of the owners• average actual 

rate cf production during the eighteen (18) aonths 

iaaediately preceding the effective date of the unit. !or 

purposes of this subsection, the tera •pri•ary reserves" 

•eans the oil or gas which would be produced froa the 

unitized pool or FOOls .. A§ a result of the natural energy 

therein and without the introduction of a eeeaiiaey AD 

enhanced recovery prograa. 

(2) During the period subsequent to the depletion of 

the reaaining estiaated pri•ary reserves fro• the unit, froa 

one hundred per cent (100') of the owners' share of 

production. 

(b) In the case of a field producing only gas, the 

recovery shall be fro• one hundred per cent (100') of the 

owners• share of production. 

(cl In the case of an!_!Dhan£~d recoverY proqraa that 

js initiated subsegueot to a secondary recovery prog~be 

~II- shall be froa %]2! of the owne!e_• __ sha£! __ Of 

pt:oduction, 

(6) A provision for the supervision and conduct of the 
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unit operations, in respect to which each owner shall have a 

vote with a value corresponding to the Fercentage at the 

costs of unit operations chargeable against the interest of 

the owner. 

(7} A provision whereby the unit operator, after 

having operated for a ainiaua period of two (2) years, can 

be challenged by any other owner in the unit, and the 

challenging owner aay succeed to the unit operations Ufon a 

shoving that: (a) he can operate acre efficiently and 

econoaically than the present operator; (b) he is qualified 

and financially responsible; (c) a aajority of the other 

owners, both in nuaber and in percentage and exclusive of 

the challenged operator, approved the challenging ovner 

becoaing unit operator; and, (d) the challenged operator 

does not initiate the conditions of operations of tbe 

challenging owner within sixty (60) days of the challenged 

operator's receipt of the conditions of operations. 

(8) The ti•e when the unit operations shall cc•aence, 

and the aanner in which, and the circu•stances under vhicb, 

the unit operations shall terainate; and 

(9) Such additional provisions that are found to be 

appropriate for carrying on unit operations and for the 

protection and adjnst•ent of correlative rights.• 

-End-
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HOUSE OF REPRESENTATIVES 

March 17, 1977 

HOUSE COMMITTEE ON NATURAL RESOURCES AMENDMENTS TO SENATE BILL 111 

1. Amend page 7, section 3, line 23. 
Following: "owners'" 
Insert: "increased" 

2. Amend page 7, section 3, line 24. 
Following: "production" 
Insert: "from such subsequent program" 

AS AMENDED CONCURRED IN 
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SeNATE BILL NOo 111 

INTRODUCED 3Y ,'tATHERSo TURNAGE 

A b!LL ~Ok A~ ACT E~TITL~D: •AN ACT TO DEFINE THE TERM 

•eh~A~C=D kECOVERY•; TJ SUBSTITUTE THE TERM •ENHANCED 

RECJVLKY" FOR TriE TiRHS •PRESSURE MAIHTENANCE• AND 

"~E~O~UARY RECOVERY•; AND TO PROVIDE FOR RECOVERY OF COSTS 

Uf AN ~NHANCED RECOVERY PROGRAM INITIATED SUBSEQUENT TO A 

SECONDARY RECOVERY PROGRAM; AMENDING SECTIONS 60-126o 

60-13lo1o AND 60-131.3o R.C.Mo 19ft7.• 

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

$P.~tion L. Section 60-126o R.C.Mo 1947o is a~ended to 

read as follows: 

•60-126. Definitions. As used in this chapter, unless 

the context requires otherwise: 

(1) •waste• means: (1) physical waste, as that ter~ is 

generally understood in the oil and gas industry; (2) the 

inefficient, excessive., or iftproper use ofo or the 

unnecessary dissipation of reservoir energy; (3) the 

1 ocation, spacing, drillingo equipping, operatinq or 

producing of ~ny oil or gas w~ll or wells in a manner which 

causes. or tends to causet reduction in the quantity of oil 

or 1as ultimately recoverable fro• a pool under prudent and 

pro~r operations, or which causes or tends to cause 
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unn~~ssary or ~xcessive surface loss or destruction of oil 

or gas; and, (4) the inefficient storing of oil or gas. The 

prouuction of oil or gas from any pool or by any ~ell to the 

full extent that the well or pool can be produced in 

accordance with methods designed to result in aaxi.ua 

ultimate recovery, as determined by the boardo is not waste 

witnin the aeaning of this definition. 

(2) •Board• •eans the board of oi 1 and gas 

conservation provided for in section 82A-1508. 

(3) •Person• aeans 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. 

(4) •Oil• .sans crude petroleu~ oil and other 

hydrocarbons regardless of gravity which are produced at the 

wellhaad in liquid for• by ordinary production methods, and 

which are not the result of condensation of gas before or 

after it leaves tne resarvoir. 

(~I •Gas• .eans all natural gases and all other fluid 

hydrocarbons as produced at the wellhead and not defined as 

oil ia su~section (4) ot this section. 

(b) •Pool• •eans an underground reservoir containing a 

common accumulation of oil or oas or both; eacn zone of a 

structure wnich is completely separated fro• any ather zone 
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in tne 5oalll<! 5otructure i 5o a pool• a 5o tna-.: term is U!ioed in 

this cnapter. 

(71 •Field" means the general area underlaid by &ne 

tit or MOre pools. 

(ij) •uwner• means the person who has the right to 

drill into and produce from a pool and to appropriate the 

oil or gas be produces therefro• either for himself or 

other!io or for hi•selt and otherso and the ter• includes all 

persons holding such authority by or through him. 

Nothing herein contained shall be construed to conflict 

with subsection (4) of section 81-1702o granting the state 

board of land co••issioners the authority to enter into 

pooling and unitization aqree•ents for the production of oil 

or gas with others. 

(9) "Producer" m~ans the owner of a well or wells 

capable of producin~ oil or gas or both. 

(1~) •oepartm~nt• aeans the department of natural 

resources and conservation provided for in Title B2At 

chapter 15. 

Ull-!.t.nhanced r~oyerv" means the i ncrllSiaiL--I.~Wltll! 

£~L-L~~L~~e~~tlll~~~~~~~ 

lillJlli~liQ.D_gLil.W!J:W£-i:Xtr josjc to the gool~~-;u:.t.il.is.l<il 

JBea~_oLliQ;!.ii cation iotlw1!l..S.~UllUL~Xk.liWI:t-.~Uiuw:.e 

m~~~~~~_gL~~U~Lffi~~~~L~~~~~ll~~L 

LOLLll.~UlJLil.!i_j_JL~nt emol at~o secoodarx._[JIJ:.W!.e~d 
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..~;..:.u.b.r:x.-~~iJJIJL...hiU. does ogt j ncl ude t~oj ect i go i o a 

~~l.....QL~~ybstance g.r:_Lgrm gf energy for the iOle oyroose 

Af__ll.i.W.og in the 1 i U j ng of U y ids in the -e.LL-GL 

~t..i.ul.at..iog_llf_.t..biiL.._LUfl.l(gj_L.....QL or nea[___t.~_ull_Ja 

m~Danl~~ cbe•jcalt thermal. or expJosjye means.• 

~ection 2. Section b0-l3lol9 R.C.Ho 1~47• is amended 

to reau as follows: 

"60-13lolo Operation of pool as unit -- board to hold 

hearing notice. (1) The boardo upon the application of 

persons owning leaseh~ld interests underlying sixty per cent 

:&o%) of the surface within the delineated area, shall hold 

a hearing to consider the need for the operation as a unit 

of one (1) or more pools or parts thereof in a field• for 

p--ure---i-ft~ftaftee-ttr-,eetmde...,.....,.eeevery ~IHLL~wt..IU:.:t 

purposes as to oil or oil and gas, to increas~ ultimate 

recov~ryo or to prevent waste of gas fro~ pools or portions 

ot po3ls where gas only is produced. 

(2) At least sixty (60) days prior to application• the 

applicant shall, by registered or certified •ailt notify all 

kno~n persons owninQ an interest in the oil and gas within 

the proposed unit area as disclosed by the records of the 

county or counties in which the proposed unit area is 

situat~d, at that person's last known address, of the 

a~plicant•s intention to make the applic~tion. At the same 

time ~roducers Sh3ll be furnished with a plan of unit 

-4- SB 111 
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ope~ations. Upon w~itten request of an ope~ato~ of a lease 

which is in whole or in pa~t within the confines of the 

proposed delineated a~eao the applicant shall furnish the 

ope~ator with copies of any exhibits to be sub~itted to the 

boa~d at th;o ti- of hea~inq.• 

~ection 3. Section bD-131.3, R.c.H. 1947, is aaended 

to ~ead as follows: 

~6u-131.3· Te~ms and conditions of o~de~ 

~equirements. The o~de~ shall be upon terms and conditions 

that a~e just and reasonable and shall p~escribe a plan for 

unit operations that shall Include: 

(11 A desc~iption of the pool or pools or parts 

the~eof to be so operated, termed the unit area, but only so 

much of a pool as has ~easonably been defined and determined 

by drilling operations to be productive of oil or gas may be 

incluJed within the unit area. If the unit is formed solely 

to~ ?roduction of g~s, a spacing unit on which is located a 

well ~roducing or capable of producing gas on March lo 19Tlo 

~ay not be included in the unit area without the written 

consent of the majority in interest of the working ibterest 

owners of the spacing unit and well. 

(L) A statement of the nature and purpose of the plan 

and ope~ations contemplated, together with a copy of the 

proposed unit agreement and unit operating agreement. 

(3) A plan for allocating to each tract in the unit 
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a~ea its fair share of the oil and gas produced from the 

unit ar~a and not required or consu.sd in the conduct of the 

operation of the unit area or unavoidably lost. A plan may 

not oe approved by the board until it has considered the 

relative value that the share of production bears to the 

relative value of all of the separately owned tracts in the 

unit area, exclusive of physical equip~ent utilized in unit 

operations. In considering this relative value, the board 

snall weigh the economic value of the gas to all persons 

affected as co~pared to the economic value of the oil to all 

persons aftected. 

(4) A provision for the credits and charges to be •ade 

in tne adjustaent a•ong the owners in the unit area for 

their respective invest•ents in wells, tanks, pu11pso 

machinery, 11aterialso and equipiiM!nt contributed to ·the unit 

operations. 

(5) A provision providing how the costs of unit 

operation so including overhead and capital investaentso 

shall oe determined and char~ed to the separately owned 

tracts, including a provision for carryinq or other~ise 

financing any owner wno has not executed the proposed unit 

operating agree.ant and who elects to be carried or 

othar~ise financedo allowinq an interest charge of the then 

current prime rate plus two per cent (2%) for the service. 

Recovery of the money 3dvanced, plus interest, shall be 
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limitaa to, and only shall be recoverable from. the owners• 

snare of production. The recovery shall be as follows: 

(a) (1) In the case of a field producinq oil, or oil 

and ~as, during the period of depletion of the re•aininq 

esti•ated primary reserves from the unito only from the 

production 

rate of 

that is in excess of the owners• average actual 

production during the eighteen (18) months 

iaaediately preceding the effective date of the unit. For 

purposes of this suosectiono the term •priaary reserves• 

means the oil or gas which would be produced fro• the 

unitized pool or pools er ~a result of the natural energy 

therein and without the introduction of ft-seeendery ~n 

~obao~~ recovery progra•• 

(21 During the period subsequent to the depletion of 

the remaining estimated primary reserves from the unito from 

one hundred per cent (lOOt) of the owners• share of 

production. 

(b) In the case of a field producing only qas, the 

recovery shall be from one hundred per cent (100l) of the 

owners• share of production. 

~~ In the ca~_QLilJU_enhanced recwtaJ:LIIL~IL--tllat 

..i.LillilLlt.e:1L~UiW!Le.Jlt._j;~condary recoyery prow:am. the 

LJU;Qlt.ll~hall be_fLQitt 15% of the ownet.C_ ll:l.UEA;ii;!! !i..ll;u:~ 

.11LIIL2.111KlilHl .EJW!LS.U~~Ulllll.lUENI PP,OGBAtl• 

(b) A provision tor the supervision and conduct of the 
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unit ~perationso in respect to which each owner snail have a 

vot~ ~ith a value corresp~nding to the percentage of the 

~osts of unit operations chargeable against the interest of 

the o~ner • 

(7) A provision whereby the unit operator, after 

havin~ operated for a minimum period of two (2) years. can 

be challenged by any other owner in the unit, and the 

challanging owner may succeed to the unit operations upon a 

showing that: (a) he can operate more efficiently and 

econo~ically than~~~ present operator; (b) he is qualified 

and financially responsible; (c) a •ajority of the other 

owners, both in nu~er and in percentage and exclusive of 

the challenged operator, approved the challenging owner 

becoming unit operator; and, (d) the challenged ope~ator 

does not initiate the conditions of operations of the 

challanging owner within sixty (60) days of th~ challenged 

operator•s receipt of the conditions of operations. 

(B) The time when the unit operations shall coMmence, 

and the •anne~ in whicho and the circumstances under which, 

the unit operations shall terminate; and 

(9) Such additional provisions that are found to be 

appro~riate for carrying on unit operations and for the 

protection and adjustaent of correlative rights.• 

-End-
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