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HOUSE BILL NO. 616 

INTRODUCED BY HOLLIDAY, ABRAMS, SPAETH, 
KEATING, ASAY, HANSON 

February 2, 1983 

February 8, 1983 

February 9, 1983 

February 10, 1983 

February 11, 1983 

February 12, 1983 

Februftry 12, 1983 

March B, 1983 

March 10, 1983 

March 11, 1983 

March 14, 1983 

IN THE HOUSE 

Introduced and referred to 
Committee on Natural 
Resources. 

Committee recommend bill do 
pass as amended. Report 
adopted. 

Bill printed and placed on 
members' desks. 

Second reading, do pass. 

Considered correctly 
engrossed. 

Third reading, passed. 
Transmitted to Senate. 

IN THE SENATE 

Introduced and referred to 
Committee on Judiciary. 

Committee recommend bill be 
concurred in as amended. 
Report adopted. 

Second reading, pass 
consideration. 

Second reading, concurred in 
as amended. 

Third reading, concurred in. 
Ayes, 491 Noes, 0. 
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March 14, 1983 

March 31, 1983 

April 1, 1983 

IN THE HOUSE 

2 

Returned to House with 
amendments. 

Second reading, amendments 
concurred in. 

Third reading, amendments 
concurred in. 

Sent to enrolling. 

Reported correctly enrolled. 
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INTRODUCED BY 

'h.·.r.k~ 

~!fO BILL NO. ~<£~~. 
~-i!:S&....el: ·'fiL-~- 7 (J 

~ BILl FOR AN ~CT ENTITLED: 0 AN ACT PROVIDING THAT THE 

03LIGATION TO MAKE PAYMENTS TO ROYALTY OWNERS IS uF THE 

ESSENa IN OIL AND GAS LEASES; REQUIRING OIL AND GAS 

PRODUCERS TO PAY INTEREST ON ANY UNPAID ROY~LTIES; REQUIRING 

A ROY•LTY OWNER TO BRING ANY ACTION TIJ CANCEL A LEASE OR 

COLLECT PAYMENTS IN THE DISTRICT COURT Of THE COUNTY IN 

~HICh THE H~LL IS LOCATED, AND PROVIDING FOR COURT COSTS AND 

ATTORNEY FEES Hi ANY SUCH ACTION; AMENDING SECTION 

82-lG-102, MCA.• 

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

~fW_SftiLUM• Section 1. Obligation to pay royalties 

rP~edy for breach. (1) The obligation arising under an 

oil and gas lease to pay oil or gas royalties to the royalty 

~wner or his asslqnee, to deliver oil or gas to a purchaser 

to th~ credit of such r~yalty owner or his assignee, or to 

~ay a portion of the proceeds of the sale of such oil or qas 

to eH'· royalty owner or hIs assignee is of the essence in 

the lease contract. Breach of such obligation constitutes 

grounds for the cancellation of such lease In cases in which 

it is determined by the court that the ~quities of the case 

require cancellation. 
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(2) If the operator under an oil and gas lease fails 

to pay oil or gas royalties to the royalty owner or his 

assignee within 90 days after receipt of a signed royalty 

division order. the unpaid royalties thereafter bear 

interest. at a rate that is 2% above the/priMe lending rate 

each year until paid. The operator ~ay remit semiannually 

to a person entitled to royalties the aggregdte of 6 months• 

royalties whenever the aggregate amount is less than $50. 

(3) A royalty owner seeking cancellation of a lease 

for failure to make payments under the lease or seeking such 

pay~ents under this se~tion shall bring his action in the 

district court for the county in which the oil or gas well 

is located, and that court has jurisdiction over any such 

actions brought under this section. The prevailing party in 

any proceeding brought under this section is entitled to 

recover his court costs and reasonable attorney fees. 

(41 This section does not apply if a royalty owne~ or 

his assignee has elected to take his proportionate share of 

production in kind or whenever there is a disoute as to the 

title of the minerals, the outcome of which would affect 

aistribution of royalty pavments. 

Section 2. Section 82-10-102, HCA, is amended to read: 

"32-10-102. Remedy not exclusive. The remedy h~r~+" 

provided for lo __ al:lll:lUl is in the nature of a special 

remedy additional to and not a substitute for other re~edles 

-2-
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1 given by law to owners of royalties in lands of the 

Z c~aracter specified, and all acts or parts of acts in 

3 conflict with the provisions of ~h+s--~~~~ 82-10-lQl shall 

4 not dpoly in actions authorized and provided for by ~h+s 

s ~~~ tuat-~~c·• 

6 ~fW-SftiiQtia Section 3. Codification Instruction. 

7 Section 1 is intended to be codified as an integral part of 

8 Title 82t chapter 109 part 1. 

-End-

-3-
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HOUSE BILL NO. 616 

Approved by Committee 
on Natura)"_ Resources 

INTRODUCED BY HOLL!DAYt ABR4MSt SPAETH, 

KEATING, ASAV• HANSON 

A BILL FOR AN ACT EI'ITITLED: •AN ACT PROVIDING THAT THE 

06LIG~TION TO MAKE PAYMENTS TO ROYALTY OWNERS IS OF THE 

ESSENCE IN OIL AND GAS LEASES; REQUIRING OIL AND GAS 

PRODU:EPS TO PAY INTEREST ON A~Y UNPAID ROYALTIES; REQUIRING 

A RGYALTY OWNER TO BRING ANY ACTION TO CANCEL A LEASE OR 

COLLECT PAYMENTS TN THE DISTRICT COURT OF THE COUIHY IN 

WHICH THE WELL IS LOCATED, AND PROviDING FOR COURT COSTS AND 

ATTOR~EY FEES IN ANY SUCH ACTION; AMENDING SECTION 

82-10-102, HCA.." 

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

~f~_Sf~IIONs Section 1• Obli9ation to pay royalties 

remedy for breach. (1) The obligation arising under an 

oil and gas lease to pay oil or gas royalties to the royalty 

owner or his assign~ey to deliver oil or gas to a purchaser 

to t~e credit of such royalty o•ner or his assignee, or to 

pay a portion of the proceeds of the sale of such oil or gas 

to th~ royalty OMner or his assignee Is of the essence in 

the lease contract. Breach of such obligation constitutes 

groun1s for the cancellation of such lease in cases in which 

it is determined by the court that the equities of the case 
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require cancellation. 

(2) If the operator under an oil and gas lease fails 

to pay I~lll&L oil or gas royalties to the royalty owner or 

his assignee within 90 days after receipt of a signed 

royalty division order. the unpaid royalties thereafter bear 

lnterRStt at a rate ON_IHE-QA!f-DUf that is 2' above the 

prime lending rate each year until paid. The operator may 

remit semiannually to a person entitled to royalties the 

aggregate of 6 months' royalties whenever the aggregate 

amount is less than $50. 

1ll--fOLLOWIN~-l~1116L_fAX~KI--OE--ROXALil~L--lf--IUf 

Oef&6IOR--UN~R-6M_OlL_!~O-G6S-Lf6Sf-E&LLS_IU-fAX-OIL-~AS 

ROI!LIIE~-lQ_lHf-RQX&LIX-OW~fR-OR HIS _!SilGNff WIIHIN 20 

O!XS __ fOLLOWING _ _I~f--Il~f--fOR--iUtH-e!xaf~IS-lS-e&fS~RLdfQ 

UNQE&--I~E--IER~S __ gf__I~E--Lf!Sf£--~-__u~eAIO __ -RUI&Lil~ 

IUfREAfiER __ af&R __ IHif&fii--AI--'--RAif-IH&I_IS_~-AOD~ 

e&I~f-LfNQI~RAlf_UbLIHE-Q!If_auf_UNIIL-e&IOa-IUf--OEEBAIOR 

MAX-RE~II-Sfa!A~NUALLI_I0-6_ffRSON-EHlllLfQ_!Q_ROXALI1~-lbf 

6GG&EGAlf __ Of--~--~ONI~S! __ aaY!LilfS_-MtlfNf~ER-IUf-A~GAif 

AHQUHI_l~-LfSS_IHAH-~~a. 

f3tLil A royalty owner seeking cancellation of a lease .. 
for fail;,re to mdke payments under the lease or seeking such 

payments under this section shall bring his action Jn the 

district ~ourt for the county in which the oil or gas well 

is located, and that court has jurisdiction over any such 

-2- HB 616 
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actl~s brought under this section. The prevailing party in 

2 any proceeding brought under this section is ent;tled to 

3 recover his court costs and reasonable attorney fees. 

~ f~tL~l This section does not apply if a royalty owner 

5 or his assignee has elected to take his proportionate share 

6 of production in kind or whenever there Is a dispute as to 

7 the title of the minerals, the outcoMe of which would affect 

8 distribution of royalty payMents. 

9 Section 2. Sectfon 82-10-102, HCA 9 is a•ended to read: 

10 "82-10-102. R@Medy not exclusive. The re•edy here+ft 

11 provided for in_a~~lQ~Ql is In the nature of a specidl 

12 remedy additional to and not a substitute for other reaedles 

13 given by law to owners of royalties in lands of the 

1~ character specifiedy and all acts or parts of acts in 

15 conflict with the provisions of ~h+,-peP~ 8Z-1Q-1Ql shall 

16 not aoply in actions authorized and provided for by ~ft+s 

11 pep~ tb~t-~e~inn·• 

18 M~H-~EtllD~a Section 3. Codification Instruction. 

19 Section 1 is intended to be codified as an integral part of 

ZO Title B2o chapter 10, part 1o 

-End-

-3- HB 616 
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HOUSE BILL NO. 616 

INTRODUCED BY HOLLIDAY, ABR4MSr SPAETH, 

KEATING, ASAY, HANSON 

A BILL FOR AN ACT ENTITLED: •AN ACT PRDYIOING THAT THE 

OBLIGATION TO MAKE PAYMENTS TO ROYALTY OWNERS IS OF THE 

ESSE~CE IN OIL AND GAS LEASES; REQUIRING OIL AND GAS 

PRODUCEPS TO PAY INTEREST ON A~Y UNPAID ROYALTIES; REQUIRING 

A ROYALTY OWNER TO SRING ANY ACTION TO CANCEL A LEASE OR 

COLLECT PAYMENTS IN THE DISTRICT COURT OF THE COUNTY IN 

WHICH THE WELL IS LOCATED, ANO PROVIDING FOR COURT COSTS AND 

ATTOR~EY FEES IN ANY SUCH ACTION; AMENDING SECTION 

82-10-1029 MCA.• 

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

~~H-~~~llOMa Section 1. Obligation to ~ay royalties 

remedy for breach• (lt The obligation arising under an 

oil and g~s lease to pay oil or gas royalties to the royalty 

owner or his assignee. to deliver oil or gas to a purchaser 

to t~e credit of such royalty owner or his assignee. or to 

pay a portion of the proceeds of the sale of such oil or gas 

to th~ royalty owner or his assignee Is of the essence in 

the lease contract. Br9ach of such obligation constitutes 

grounds for the cancellation of such lease In cases in which 

it Is determined by the court that the equities of the case 
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require cancellation. 

(2) If the operator under an oil and gas Jease fails 

to pay l~lllAL oil or gas royalties to the royalty owner or 

his assignee within 90 days after receipt of a signed 

royalty division order• the unpaid royalties thereafter oear 

intar~st, at a rate OM-IUE-DAI~Uf that is 2~ above the 

prime lending rate @ach year until paid. The operator ~ay 

remit semiannually to a person entitled to royalties the 

aqgregate of 6 Months• royalties whenever the aggregate 

amount. Is 1 ess than $50. 

Lll--EDLLQHlH6-laliLAL-fAl8f6l __ Of _ _&OIALLl~£-_lf-_IUE 

Of~&AIOR--UHQEB_&N_DlL_AMQ_6AS_L£6SE FAILS 10-eAX-UlL-DB-GAS 

&Ol!Lil~~-ID-IUE-BQYALII-OWHfB_a&__HlS--AS~6Mt£ WITHIN ~ 

06l~--EOLLQHlM6 __ IU~--Ilaf __ fOB--~utU-EAXH~IS-~~BlAEQ 

UMO~B--IHE--IEBHS-_Qf-_IHf--LE~lUf---UHeALU__-BalALLl~ 

IHEBEAEifB __ aEAB--lMIEB~~--AI--A--BAIE-IHAI-l~-'1-AAO~ 

fBlH~-LEMOl~AIE_OH-IHf-DAI~-OUE-UBI~-fAXO&-l~__affBAIQB 

HAl-~EHli-SEHlAMHUALLl-IOLA-ef~M-fHlliL~D-10-BQX&Lil~bE 

AkkB~GAI~--Of __ § __ HOMIH~!--BOIALI~S--~ME~EB-IHE-AYG&E6A~ 

&BQUMI-lS_L~~S-IHAH_l~Da 

f3iL~l A royalty owner seeking cancellation of a lease 

for failure to make payments under the lease or seeking such 

pay~ents under this section shall bring his action In the 

district court for the county in which the oil or gas well 

is located. and that court has jurisdiction over any such 

-z- HB 616 

T H I R D R E A D I N G 



HB 0616/02 

1 .actiO'Is brought under. this section •. The prevailing party in 

2 any proceeding brought under this section is entitled to 

3 r•cover his court costs and reasonable attorney fees. 

• t•tL~ This section does not apply If a royalty owner 

S or his assignee has elected to take his proportionate share 

6 of production In kind or whenever there Is a dispute as to 

1 the title of the ~ti_~rals, the out:co•e of which would affect 

8 distribution of royalty pay•ents• 

9 Section 2. Section 82-10-102• HCA• is a•ended to read: 

10 •82-10-102. Re•edy not exclusive. The reMedy ~ere+ft 

11 provided for Lo_ll~Q-~ is In the nature of a special 

12 reaedy additional to and not a substitute for other re•edies 

13 given by law to owners of royalties In lands of the 

1. 

15 

16 

11 

18 

character specified, and all acts or parts of ac~s in 

conflict with the orovlsions of ~h+~-pap~ A4;1Q:lQ1 shall 

not aoply in actions authorized and provided for by ~+s 

pe~ tbAt-&e~tiRO•• 

~~W-S~tilD~a Section lo Codification Instruct: ion. 

19 Section 1 Is Intended to be codified n an Integral part of 

ZO Title 82o chapter 10o part 1. 

-End-

-3- HB 1>16 



March 8, 1983 

SENATE STANDING COMMITTEE REPORT 
(Judiciary) 

That House Bill No. 616 be amended as follows: 

1. Title, line 9. 

2. 

Strike: "TO CANCEL A LEASE OR'' 
Insert: "SEEKING A REMEDY OR TO" 

Page 1, 
Strike: 

1 ine 17. 
II __ 

remedy for breach" 

3. Page 1, lines 23 through 25. 

4. 

Following: "contract." 
Strike: the remainder of line 23 through "cancellation." ori 

Page 2, 
Strike: 

page 2, line 1. 

1 in e 3. 
"INITIAL" 

5. Page 2, line 4. 

6. 

Strike: "90" 
Insert: "180" 

Page 2, 
Strike: 
Insert: 

1 ines 4 and 5. 
"receipt of a signed royalty division order" 
"oil or gas produced under the lease is marketed" 

7. Page 2, line 11. 

8. 

Strike: subsection (3) in its entirety 
Renumber: subsequent subsections. 

Page 2, 
Strike: 
Insert: 

line 21. 
"cancellation of a lease" 
"a remedy" 

9. Page 3, 1 ine 7. 
Following: "minerals" 
Insert: "or entitlement to royalties" 



March 11, 1983 

SENATE COMMITTEE OF THE WHOLE AMENDMENT 

That House Bill No. 616 be amended as follows: 

1. Page 2, line 6. 
Following: "at" 
Strike: "remainder of line 6 through "year" on line 7 
Insert: "the maximum rate of interest authorized under 

31-1-107 from the date due" 
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HOUSE BILL NOo 616 

INTRODUCED BY HOLLIDAY• ABRAMS, SPAETH• 

KEATING, ASAYt HANSON 

A BILL FOR AN ACT ENTITLED: "AN ACT PROYIOING THAT THE 

OBliGATION TO MAKE PAYMENTS TO ROYALTY OWNERS IS OF THE 

ESSFNC£ IN OIL AND GAS lEASES; REQUIRING Oil AND GA~ 

PROOU~ERS TO PAY INTEREST ON ANY UNPAlO ROYALTIES; REQUIRING 

A ROYALTY OWNER TO BRING ANY ACTION ~8-6ANEEt-~-EEASE-8R 

S.ffH~~ A •. Bfe!EVY .0&. TO COil Etl PAHIF~T S IN THf Ob Tk!t l 

COURT Of THE COUNTY IN WHICH THE WELL I~ LOCAl~O, AND 

PROYIQING fOR C~URT COST 0 AND ATTORNEY FEfS IN ANY SUCH 

ACTION; AMENDING SECTION 82-10-10Z, HCA•• 

SF IT ENACTED BY THE LEGISLATURE Of TH~ SlAT~ Of MONTANA: 

~EW_S~tllO~a Section l• Obliqation to pdy royaltie~ 

---~em~dT-+~~-bres~"· (1) The ob1 igatton ar•~;nq under an 

oil and gas lease to pay oil or gas royalt•es to th~ royalty 

o~ner or his assignee, to deliver oil or ga~ to a purchaser 

to ttn~ credit of such royalty owner or his assiqnee,. or to 

pay a :Jortion of the proceeds of the sale of such oil or <las 

to the royalty o~ner or his as~ignee is of the essence in 

the lf•ase conf_ract. P~l"!eeto.-e+-~~l"'l ~ -e~+.,..,e+fen- ~eoA~'t?ttrl:~~ 

9f'oanois-.. or-~e-ee"ee++e-t+e"-et--stJc"·~+eese-+n-e!l!ts~s--·+"-wh-t-en 

+t--+'S-det'e.,.m+f'led-by--thl!!-eoa:t""'t- thet:-t:h.f!·-e.,oi +: +e-s o'f- 'the-ee~~ 
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reqe+re-ee"e~•+ft~e~ 

(2) If the operator under an oil and gas lease 'falls 

to pay ~!flit oil or gas royalties to the royalty owner or 

his assignee Nithin 98 liQ days af~er reee~p~--of--a--s+gfte8 

roya~y--e+¥+~eft--e~er 21L-DB-'As.-fBQWJCED UHUf&-1~-L~ 

lS_!AR~flfD, the unpaid royalties thereafter bear Interest, 

at a-ra~e ~f--B*f~ ~~~-~-~•-ebe¥e-~~e-pr+.e-+enetng 

re~e-~eeh-yee~ I~-HAIL!Ua-&Alf_gf_!~~-&Ul»DBIZED ~ 

ll=l:lQI _ _fBQH __ IUf--DAif_-DUf until paid. The operator •ay 

r~111it s~mtannually to a p~!rsofl entitled to royalti("s the 

aqgre:)at.P. of 6 months• r-oyalties. whenever the dgc:Jregate 

alftount ; ~ I ess than $50. 

t:tt::f!lti:Sl!:tllli:ti!IHUlo.:~!f!Wil:=lif=l!H&kHU=::t~ 

!lft!li!I!::~H~=4~:Sit:~-66£:ktA~f:fAtt5:fa:f6¥-Bft-8B-6a2 

!!IY4ti:tf2:!!1:fHf:8!1!4tfY:&l!HE!:aB::~t5::AiitAtiff--vtfH:tH-:ie 

~2=:fett!ll!~=::tHE==ff!f==f!IB~=e~-as-escs~ 

~llf!::fHf::!fa82::!1f::fHf::tEA2fi::f~~4i!l -:&8¥*~~ 

f~!fafff!::BE4H:::tftff!f2f::af-:a--!afE-!Kli::t5:et:*ft!IYE:ftif 

e!fHf:tf~!l:tftf:H6fE:!I~E:!IAff:~E:UHlit:eaiBz::t~E!AiaB 

!!4Y:Jif!!lf=fzfl!ltrHHI!lU:±Y::tll:tr=ft:!2!111::ftalft:£11:::t!!=R8¥&kUEli::ttif 

Aifz!fbtrfE::!If=:~==~IIHlHS!::ft8¥6t£if2::lf~YfB=itif:*R&ftftiaif 

6~!1Hb!:l5:tf~f~:l2Bz 

f3t~t1Jl A roy~lty owner seeking ee"ee~~et+6ft--e~--ft 

t~~~~ A_&f~fQI for failure to mak~ payments under the lease 

or !.e~kinq SU\h pay~t~ent .. under tttt,_, ~er.t1on shall bring his 

1-

,ffL"l•i'.' 
tiB rd b 

e ' 1 , 
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action In the district court for the county in which the oil 

2 or qas well is located, and that court has j~risdiction over 

3 any siJ.:h actions br-ought under- this section. The prevaJlinq 

4 party in any proceeding brought under this section is 

5 entitled to recover his court costs and reasonable dttorney 

6 fees. 

7 t~tt~ This section does not apply if a royalty 

8 owner or his assignee has elected to take his p..-oportionate 

9 share of production In kind or whenever there is a dispute 

tO as to the title of the Minerals CR-fUlli~f~I-LD-&alALllE~• 

11 the outcome of which would affect distribution of royalty 

12 payaent s. 

13 Section 2. Section BZ-10-,t.Ol, HCA, is <Jifl:ended to read: 

lit "'il-10-102. Re~Dedy not e•cluslvo. Tt1e rAmedy hefi!?" 

lS provided for LD-IZ:LQ:lQl is In the nature of a special 

16 remedy addi~ional to and not a substitute for other remedies 

17 giV@n by law to owners of royalties In lands of the 

18 character specified• and all acts or pdrts of acts in 

19 conflict with the provisions of ~s-per~ az-to-}01 shall 

ZO not ap~l1 in actions authorized and provided for by th+~ 

21 ,~ tbAl-~iRD•• 

22 ~fK-lftllDtia Section 3. Codification Instruction. 

23 Section 1 is Intended to be codifled as an integral part of 

Z4 Title BZ, chapter 10• part l• 

-End-

-3- HB 616 


