PRINTER S NO. 668

THE GENERAL ASSEMBLY OF PENNSYLVANIA

SENATE BILL
No. 594 5

I NTRODUCED BY M VWHI TE, MJSTO, EARLL, COSTA, LEMMOND, ERI CKSON,
KI TCHEN, ORI E, RAFFERTY, O PAKE, WAUGH, PICCOLA, PILEGH,
D. VH TE, WONDERLI NG AND ROBBI NS, APRIL 6, 2005

REFERRED TO ENVI RONMENTAL RESOURCES AND ENERGY, APRIL 6, 2005
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AN ACT
Providing for the creation of a trust for the benefit of certain
owners of interests in oil and gas; authorizing trustee to
enter into | eases of interests in oil and gas under terns and
conditions authorized by the court of common pleas; providing
for the adm nistration of the trust and for paynment of noneys
to the trustee; and inposing penalties for nonpaynent.

The General Assenbly of the Conmonweal th of Pennsyl vani a

her eby enacts as foll ows:
Section 1. Short title.

This act shall be known and may be cited as the Dormant Q|
and Gas Act.

Section 2. Purpose.

The purpose of this act is to facilitate the devel opnent of
subsurface properties by reducing the problenms caused by
fragnment ed and unknown or unl ocat abl e ownership of oil and gas
interests and to protect the interests of unknown or unl ocatabl e
owners of oil and gas. It is not the purpose of this act to vest

the surface owner with title to oil and gas interests that have

been severed fromthe surface estate.
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Section 3. Definitions.

The foll ow ng words and phrases when used in this act shal
have the neanings given to themin this section unless the
context clearly indicates otherw se:

"Busi ness association.”™ Includes any corporation, joint
st ock conpany, business trust, partnership or any association of
two or nore individuals for business purposes, whether organized
or operated under Federal or State |aw.

"Financial institution.” Includes a bank, private bank, bank
and trust conpany, savings association, savings bank, trust
conmpany, savings and | oan associ ation and buil ding and | oan

associ ation, whether organi zed or operated under Federal or

State | aw.
"Gas." Natural gas and all other volatile hydrocarbons not
defined in this section as oil, including condensate because it

originally was in a gaseous phase in the reservoir. The term
does not include nmethane gas that is contained within or
produced from underground coal beds or mned out of underground
coal mne areas.

"G l." Crude petroleumoil and all other hydrocarbons,
regardl ess of gravity, produced at a well in liquid form by
ordi nary production methods. The term does not include liquid
hydrocarbons that were originally in a gaseous phase in a
reservoir.

"Omer." Any person having a legal or equitable interest in
property subject to this act or the person's |egal
representative and any person who owns a royalty interest in oi
or gas deposits.

"Person.” Any natural person, corporation, association,

partnership, receiver, trustee, executor, adm nistrator
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guardi an, fiduciary or other representative of any kind. The
termincludes any departnment, agency or instrunentality of the
Commonweal th or any governnental subdivision thereof.

"Royalty interest.” An interest in an oil or gas |ease which
entitles the owner to share in the production of the oil or gas
under a |l ease or the proceeds froma | ease without the
obligation to pay any costs of production under the |ease.

"Unknown owner or owners." The owner or owners of interests
in oil and gas who are unknown or whose present residence or
ot her addresses cannot be found by reasonable efforts to do so.
Section 4. Creation of trust for unknown owners.

(a) GCeneral rule.--Any person who owns an interest in oi
and gas underlying a tract of land may petition the appropriate
di vision of the court of conmon pleas of the county in which the
tract or any portion of the tract is located to declare a trust
in favor of all unknown owners of an interest in the oil and gas
underlying the tract whose identity, present residence or
present address is unknown and cannot be determ ned by diligent
efforts. The petitioner's interest may be in fee, by |ease, a
royalty or by ownership of correlative rights in an oil and gas
reservoir.

(b) Requirenents.--Before the court shall declare a trust in
favor of an unknown owner or owners, the petitioner shall show
to the satisfaction of the court that:

(1) Petitioner has nade a diligent effort to | ocate the
owner or clai mant.

(2) Despite this diligent effort, petitioner has been
unable to identify or to |locate the present residence or

ot her address of one or nore owners or claimnts of the oil

or gas interest or interests in question.
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(3) Appointnment of a trustee will be in the best

interest of all owners of interests in the oil and gas.

(c) Appointnent.--Following a determ nation that the
requi renents of subsection (b) have been net, the court shal
appoint a financial institution authorized to do business in
this Cormonweal th as trustee of a trust for the unknown owner or
owners and shall authorize the trustee to execute and deliver
one or nore oil or gas |eases or other instrunents on terns and
condi tions approved by the court.

Section 5. Administration of trust.

(a) Governing law. --The trust shall be adm nistered in
accordance with the provisions of 20 Pa.C.S. (relating to
decedents, estates and fiduciaries).

(b) Paynents.--Al bonuses, rental paynents, royalties and
ot her incone due to the unknown owner or owners shall be paid to
the trustee until the trust is term nated and notice of its
termnation given to all interested parties. The trustee shal
distribute all noneys held in the trust to the person or persons
entitled thereto as determined by the trustee or by order of the
court that created the trust.

(c) Trust toremain in force.--A trust for unknown owners
shall remain in force until the unknown owners of the oil and
gas interests in question have been identified to the
satisfaction of the trustee and received their share of any
funds held in trust.

(d) Fiscal Code.--Funds held in a trust for unknown owners
are subject to the provisions of Article XilIl1.1 of the act of
April 9, 1929 (P.L.343, No.176), known as The Fiscal Code,
relating to disposition of unclainmed and abandoned property.

Section 6. Responsibility of |essee or payor.
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Any | essee or other person who pays bonuses, rental paynents,
royalties and other income due to the unknown owners to the
trustee shall not be liable for further clains by the unknown
owners for any other incone produced fromthe oil and gas
interests subject to the trust.

Section 7. Penalty.

Any person who fails to pay any bonuses, rental paynents,
royalties or other income due owners of interests in oil and gas
who are unknown or cannot be found to the trustee within six
nont hs of the date of which those funds becone due shall be
liable for all attorney fees and court costs of collection, with
interest to the date of paynent.

Section 8. Effective date.

This act shall take effect inmediately.

B18L58BI L/ 20050S0594B0668 - 5 -



