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A BILL FOR AN ACT ENTITLED: ®AN ACT PROVIDING THAT THE
O3LIGATION TO MAKE PAYMENTS TO ROYALTY OWNERS IS OF THE
ESSENCE IN OIL AND GAS LEASES;] REQUIRING OIL AND GaS
PRUDUCERS TO PAY INTEREST ON ANY UNPAIO ROYALTIES; REQUIRING
A ROYALTY OWNER TO BRING ANY ACTION TO CANCEL A LEASE OR
COLLECT PAYMENTS IN YHE DISTRICT COURT OF THE COUNTY IN
NHICH THE WELL IS LOCATED, AND PROVIDING FOR COURT COSTS AND
ATTORNEY FEES IN ANY SUCH  ACTION; AMENDING SECTION

82-10-102y MCA."™

BE IT ENACTED 8Y THE LEGISLATURE OF THE STATE OF MONTANA:
NEW _SELYI(Na Section le Obligation to pay royalties
~-- remedy for breacha (1) The ohligation arising under an
0il and gas lease to pay oil or gas royalties to the royalty
owner or his assignees to deliver oil or gas to a purchaser
to the credit of such royalty owner or his assignees or to
pay 2 portion of the proceeds of the sale of such oil or gas
to the royalty owner or his assignee is of the essence in
the lease contracts. Breach of such ovbligation constitutes
grounds for the cancellation of such lease Iin cases in which
it is determined by the court that the equities of the case

require cancellation.
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{2) If the operator under an oil and gas lease fails
to pay cil or gas royalties to the royalty owner or his

assignee within 90 days after receipt of a signed royalty

- division orders the unpaid royalties thereafter bear

interasty at a rate that is 2% above tﬁéjp;ime lending rate
each year until paide The operator may remit semiannually
to a person entitled to royalties the aggregate of & months"®
royalties whenever the aggregate amount is less than $50a.

(3) A rovalty owner seeking cancellation of a lease
for failure to make payments under the lease or seeking such
payments under this section shall bring his action in the
district court for the county in which the 0il or gas well
is tocatedy and that court has jurisdiction over any such
actions brought under this sections. The prevailing party in
any proceeding brought wunder this section is entitled to
recover his court costs and reasonable attorney fees.

(4) This section does not apply if a royalty owner or
his assignee has elected to take his proportionate share of
production in kind or whenever there is a dispute as to the
title of the wmineralsy the outcome of which would affect
dgistribution of royalty payments.

Saction 2 Section 82-10-102y MCAe is amended to read:

"32-10-102. Remedy not exclusives. The remedy heredn
provided for jp. _32=10=1D)1 is in the nature of a special
remedy additional to and not a substitute for other remedies

_Z_INTRDUUCED BILL

s
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given by law to owners of royalties in 1lands of the
character specifiedsy and 211 acts or parts of acts in
conflict with the provisions of this-—pere B2-10-101 shall
not appiy in actions authorized and provided for by thés
perte that section.®

NEM _SECTIIONs Section 3. Codification instructions
Section 1 is intended to be codified as an integral part of
Title B2y chapter 19y part l.

-End-
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Approved by Committee
on Natural Resources

HOUSE BILL ND« 616
INTRODUCED BY HOLLIDAYy ABRAMS» SPAETH.

KEATTINGy ASAYy HANSON

A BILL FOR AN ACT ENTITLED: "AN ACT PROVIDING THAT THE
OBLIGATION TO MAKE PAYMENTS TO ROYALTY OWNERS IS OF THE
ESSENCE IN GIL AND GAS LEASES; REQUIRING OQIL AND GAS
PRODUCERS TO PAY INTEREST ON ANY UNPAID ROYALTIES; REQUIRING
A RGYALTY OWNER TO BRING ANY ACTION TO CANCEL A LEASE OR
COLLECT PAYMENTS TN THE ODISTRICT COURT OF THE COUNTY IN
WHICH THE WELL IS LOCATEDs AND PROVIDING FOR COURT COSTS AND
ATTORNEY FEES IN ANY SUCH ACTION; AMENDING SECTION

8Z2-10-102s MCA."

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF MONTANAZ
NEH_SECIIOM. Section l« Obligation to pay royalties
-- remedy for breach. (1) The obligation arising under an
ofl and gas lease to pay cil or gas royalties to the royalty
owner or his assigneey to deliver 0il or gas to a purchaser
to the credit of such royalty owner of his assignees or to
pay a portion of the proceeds of the sale of such oil or gas
to th2 royalty owner or his assignee Is of the essence in
the lease <contracts Breach 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

10
11
12
13
14
15
186
17
18
19
20
21
22
23
24

25

HB 0616/02

require cancellation.

(2) 1If the operator under an oil and gas lease fails
to pay INIIIAL oil! or gas royalties to the royalty owner or
his assignee within 90 days after receipt of a3 signed
royalty division ordery the unpaid royalties thereafter bear
interssty at @ rate ONM_THE_DAJE_DUE that is 2% above the
prime lending rate each year until paids. The operator may
remit semiannually to a person entitled to royalties the
aggregate of 6 months®' royalties whenever the aggregate
amount s less than $50.

£3) _FOLLOWING INITIAL_PAYMENY _OF _ROYALLLESs _IE _IHE
OPERATOR __UNDER_AM_CIL_AND GAS_LEASE FAILS TO_PAY QIL QR CAS
BROYALTIES IQ IHE ROYALIY OWNER OR__HIS _ASSIGNEE _WITHMIN__ 20
DAYS __FOLLOWING.  THE  TIME _FOR_ _SUCH PAYMENTIS AS _PRESCBIBED
UNDER. . FHE__ JEBRMS _QFE__TIHE _LEASEas  THE __UNPAID __ROYALIIES
IYEREAETER _BEAR . INIERESRT__AI__A_RAYTE IFHAT K3 23 _ABOVE Tof
BRIME_LENDING RATE ON THE.RATE_DUE UNTIL PAIQa THE QPEEBATOR
MAY BREMIT SCMIANGUALLY TO_A_PERSON FNTITLED IG _ROYALIIES YHE

AGGREGATE. Of._ & _MONIHS' ROYALTIES _WHENEVER THE AGGREGAILE
AMQUNY I35 _LESS _THAN. 35Qa

+34(4} A royalty owner seeking cancellation of a lease
for failuére to make payments under the‘1ease or seeking such
payments under this section shall bring his action in the
district court for the county in which the 0il or gas well

is lacatedy and that c¢ourt has jurisdiction over any such

-2- HB 616
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actions brought under this section.s The prevailing party in
any proceading brought wunder this section is entitled to
recover his court costs and reasonable attorney Fees,

t4¥(3) This section does not apply if a royalty owner
of his assignee has elected to take his proportionate share
of production in kind or whenever there is a dispute as to
the title of the mineralsy the outcome of which would affect
distribution of royalty paymentse

Saction 2. Section 82-10-102y MCAy is amended to read:

*32-10-102+. Remedy not exclusivee. The remedy here#n
provided for in_82z1Q=101 is In the nature of a special
remedy additional to and not a substitute for other remedies
given by 1law to owners of royalties in 1lands of the
character spacifiedy and all acts or parts of acts in
conflict with the provisions of th+s-pare 82:-10-101 shall
not apply in actions authorized and pravided for by this
part that_section.”

MEM_SECYIONe Section 3. Codification instructions
Section i is intended to be codified as an integral part of
Title B2y chapter 10, part le.

—-End~

-3~ HB 616
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HOUSE BILL NO. 616
INTRODUCED BY HOLLIDAYy ABRAMS,; SPAETH,

KEATINGy ASAYs HANSON

A BILL FOR AN ACT ENTITLED: ®AN ALT PROYVIDING THAT THE
QBLIGATION TG MAKE PAYMENTS TO ROYALTY OWNERS IS OF THE
ESSENCE EIN OIL AND GAS LEASES; REQUIRING OIL AND GAS
PRODUCERS TO PAY INTEREST ON ANY UNPAID ROYALTIES: REQUIRING
A ROYALTY OWNER TO BRING ANY ACTION TO CANCEL A LEASE OR
COLLECT PAYMENTS IN THE DISTRICT COURT OF THE COUNTY 1IN
WHICH THE WELL IS LOCATEDs AND PROVIDING FOR COURY COSTS AND
ATTORNEY FEES IN ANY SUCH ACTION; AMENDING SECTION

82~10~102y MCA.™

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF MONTANAZ
NEN_SECIIONs Section 1. GObtigation to pay royalties
-- remedy for breacha (1) The obligation arising under an
oil and gas lease to pay ©il or gas royalties to the royalty
owner or his assignees to delivaer oil or gas to a purchaser
to the credit of such royalty owner or his assigneer or to
pay a portion of the proceeds of the sale of such o0il or gas
to ths royalty owner or his assignee is of the essence in
the lease contracte Breach 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) 1If the operator under an oil and gas lease fails
to pay INITIAL oiY or gas royalties to the royalty owner or
his assignee within 90 days after receipt of a signed
royalty division orders the unpaid royalties thereafter bear
interesty at 3 rate QN_THE DRATE_DUE that is 2% above the
prime lending rate each year until paid. The operator may
remit semiannually to a person entitled to royalties the
aggreqate of & wmonths* royalties whenever the aggregate
amount is less than $50.

L3y __EOLLOWING INITIAL PAYMENI _OFE _ROYALTIES. _IE__THE
OPERATOR. _UNDER_AN_DIf AND GAS LEASE FAXLS TO PAY QIL CGR.GAS
BOYALIIES_ JO_YHE ROYALYY _OWMER OR__HIS _ASSIGNEE _WIIHIN__ 20
QAYS _EQLLOWING _THE _TIME _FOR._SUCH PAYMENIS AS PRESCRIBED
UNQER__THE. TERMS _OF _THE IEASEs THE _ UNPAXD _ROYALTIES
IHEREAEIER. _BEAR. INTEREST.. AT A BATE.THAI 1323 _ABOYE THE
EBIHE-LENQINﬁ_BAIE-ﬂN_IHE_DAIE_DuﬁﬂuuILL.EAIDA.IHEﬂ_QBEBAIDB
MAY KEMIT_SEMIANNUALLY YO A PERSON ENIIILED IO _ROYALTIES THE

AGGREGATE._DE_.&_ MONIHS'. ROYALITIES _WHENEYER _THE AGGREGAIE
AMQUNT 135 _LESS_THAN_$30e

+34[4) A royalty owner seeking cancellation of a lease
for failure to make payments under the lease or seeking such
payments under this section shall bring his action In the
district court for the county in which the o0il or gas well

is lotateds ang that ccurt has Jurisdiction over any such
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actions brought ynder this section.. The prevailing party in
;nf proéeading‘ brought under this section is entitled to
recover his court costs and reasonable attorney fees.

t%3L3) This section does not apply If a royalty owner
of his assignee has elected to take his proportionate share
of production in kind or whenever there is a dispute as to
;he title of the minerals, the outcome of which would affect
distribution of royalty paymentse

Section 2« Section B2-10-102y MCAs is amended to read:

#32-10~102. Remedy not exclusive. The remedy hersin
provided for ig_82=10-101 is in the npature of a special
remedy additional to and not a substitute for other remedies
given by law to owners of royalties in lands of the
character specifiedy and all acts or parts of acts in
conflict with the oprovisions of ehis-pare 82510101 shall
not apply in actions authorized and provided for by thés
pert thar_section.®

NEM_SECTIONs Section 3. Codification instructiona
Section 1 is intended to be codified as an integral! part of
Title 82¢ chapter 10y part 1le.

~End=

-3~ HB 616



March 8, 1983

SENATE STANDING COMMITTEE REPORT

(Judiciary)

That House Bill No. 616 be amended as follows:

Title, line 9.

Strike: "TO CANCEL A LEASE OR"

insert: "“SEEKING A REMEDY OR TOV

Page 1, line 17.

Strike: " -- remedy for breach"

Page 1, lines 23 through 25.

Following: ‘''contract.'

Strike: the remainder of line 23 through

nage 2, line 1.

Page 2, line 3.
Strike: '""INITIALY

Page 2, line 4.
Strike: "9Q"
Insert: '"180"

Page 2, lines 4 and 5.

Strike:

Page 2, line 11.
Strike: subsection (3) in its entirety
Renumber: subsequent subsections.

Page 2, line 2%.
Strike: ‘''cancellation of a lease"
Insert: "a remedy"

Page 3, line 7.
Following: '"minerals"
Insert: 'or entitlement to royalties'

"ecancellation."

"receipt of a signed royalty division order"
Insert: "oil or gas produced under the lease

on

is marketed"



March 11,

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"

1983
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HOUSE BILL NDe 616
INTRODUCED BY HOLLIDAYs ABRAMS: SPAETH.

KEATINGs ASAYs HANSON

A BILL FOR AN ACT ENTITLED:  ™AN ACT PROYIDING THAT THE
ORLIGATION TD MAKE PAYMENTS TO ROYALTY OWNERS IS OF THE
ESSENCE IN DIL AND GAS LEASES} REQUIRING OIL AND  GAS
PRODUCERS TO PAY INTEREST ON ANY UNPALO ROYALTIES: REQUIRING
A ROYALTY OWNER TO BRING ANY ACTION ¥8-EANEEE-A-LEASE-BR
SEEKING .A. BEMEDY .OR_TO COLLELT  PAYMENTS In THE  DISTRILY
COURT OF THE COUNTY 1IN WHICH THE WELL IS 1BCAYECe AND
PROVIDING FOR CIURT COSTS AND ATTORNEY FEES IN  ANY  SUCH

ACTION; AMENDING SECTION 82-10-102s MCAS™

BF 17 ENACTED BY THE LEGISLATURE OF THt STATE OF MONTANA:
SEM_SECIIONs Section L. Obligaetion to pay soyaities
m==pemedy-for-bresch. (1} The obliygation arising under an
0il and gas lease to pay oil or 3as royalties to the royalty
owner or his assigneer to deliver o0il or gas to a purchaser
to the credit of such royalty owner or his assigneey or to
pay a nportion of the proceeds of the sale of such oil or qas
to the royalty owner or his assignee is aof the essence in
the lease contract. PReeseh-afé-sueh--eblrgateon- -constitutes
grouﬂﬂs-for—the—eanee%%atien'ef~sueh“¥euse—+n»caae9~+n«wh+ch

Fe==—fa-determined—by-the-coure-that-the-equities of-the-cese
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require—-eaneetiacions

(2} 1Ff the operator under an o0il and gas lease fails
to pay INEEEAE o) or gas royalties to the royalty owner or
his assignee within 98 Li0 days after reesirpt--of--a--signesd
royalty-~divisien——order O[L _OR_GAS PRODULED UNDER THE LEASE
IS_MARKEIEDs the unpaid royalties thereafter bear interest,
at o-rate GN-FHE-RATE-BUE that-is-EK-abeve-the-prime-tending
rate-ench-yesr ITHE_ MAXINUM RATE OF INIEREST. AUTHORIZED UNDER
31-1-107__EROM__IHE.__DATE _DME wntil paidsa The operator may
remit semfannually to a purson entitled to royalties the
aggrenate of 6 months* rouyalties whenever the aggqregate
amount is less than $50.

22y PR NG - INI T RAL - PANNENT~—BF -~ ROYALEEESy—cFF--FHE
GEERATOR - CUNDER - AN BIt-ANB-OAS EEASE-EARLS - FO-PAY-AIL-OR-GAS
BEY¥ALItES-FO-FHE -ROYALF X -OWNER-BR-HES=cASSEENEE Wi FHEN=-=90
BAXS o EOREBN NG —FHE -~ RN - FOR = SHEH-PAYNENT S AL -PRESEREAED
HNOER- =IHE~ - IERMS--BF == FHE-~kEASEw- s FHE=~-UNPARD-——ROYALELES
FHEREATEIER - BEAR -~ INTERE ST -~ AT - cA--RAFE-FHAR - X5-RR-ABBYE-FHE
BREME- L ENBING—RAFE - AN FHE - RATE-BUE-UNTIE-BATBu—FHE--OPERATOR
MAY=RENEIT-SEREANNUALEY -FR-A-PERSON-ENTITLED-FO ROYALFIFS-FHE
ASSAESAFE~-BF=-6-—MONEHS 2 -~ REYALFFES - ~WHENEVER-FHE-ASGREGATE
AMOUNT-25-bESS-FHAN-$508s

133442 13) A royalty owner seeking ecancedlatien--af--n
teane A _REMEDY for Failure to make payments under the lease

ar sexking such payments under thi. sectiop shall bring hnis

L AB nlé
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action in the district court for the county in which the oil
or gas well is locatedy ana that court has jurisdiction over
any suih actions brought under this sectione The prevalling
party in any proceeding braought wunder this section is
entitled to recover his court costs and reasonable attorney
fees.

t¥reS214) This section does not apply if a royalty
owner or his assignee has elected to take his proportionate
share of production in kind or whenever there is a dispute
as to the title of the minerals OR _ENYITLEMENY .ID. BQYALILESy
the ocutcome of which would affect distribution of royalty
paymentsa

Section 2. Section BZ-10-102s MCAs 5 amended to read:

»32~10~102. Remady not excluslve. The reamedy herein
provided for In_f82-10-101 is in the nature of a special
remedy additional to and not a substitute for other remedies
given by law to owners of royalties in lands of the
character specifiedy and all acts or parts of acts 1in
conflict with the provisions of théis-part B2=-10-101 shall
not apoly in actions authorized and oprovided for by <thts
part Lhat _Sectipp.™

NEM_SELYIONs Section 3. Codification instructions
Sectien 1 is intended to be codifled as an integral part of
Title B2y chapter 104 part 1.

-End-

=-3- HB 616



