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THE GENERAL ASSEMBLY OF PENNSYLVANIA

SENATE BILL
No. 460 °%%°

INTRODUCED BY YAW, BAKER, D. WHITE, RAFFERTY, WAUGH, COSTA,
FONTANA, WOZNIAK, KASUNIC AND BROWNE, FEBRUARY 11, 2011

SENATOR M. WHITE, ENVIRONMENTAIL RESOURCES AND ENERGY, AS
AMENDED, MAY 3, 2011
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AN ACT
Amending the act of July 20, 1979 (P.L.183, No.60), entitled "An
act regulating the terms and conditions of certain leases

regarding natural gas and o0il," adding definitions; providing
for payment information to interest owners for accumulation

of proceeds from production,—fer—nmonpayment—of—royatties—anc—
for—effects—ofrnonpayment; and making editorial changes.

The General Assembly of the Commonwealth of Pennsylvania
hereby enacts as follows:

Section 1. Section 1 of the act of July 20, 1979 (P.L.183,
No.60), entitled "An act regulating the terms and conditions of
certain leases regarding natural gas and oil," is repealed:

[Section 1. A lease or other such agreement conveying the
right to remove or recover o0il, natural gas or gas of any other
designation from lessor to lessee shall not be valid if such
lease does not guarantee the lessor at least one-eighth royalty
of all o0il, natural gas or gas of other designations removed or
recovered from the subject real property.]

Section 2. The act is amended by adding sections to read:

Section 1.1. Short title.
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1 This act shall be known and may be cited as the 0il and Gas

2 Lease Act.

3 Section 1.2. Definitions.

4 The following words and phrases when used in this act shall

5 have the meanings given to them in this section unless the

6 context clearly indicates otherwise:

7 "Check stub." The financial record attached to a check.

8 "Division order." A—econtract—eof—sate—te—the—purehaser—of—oit— €
9
10
11
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15 interest—in—the productions AN AGREEMENT SIGNED BY AN INTEREST €«

16 OWNER DIRECTING THE DISTRIBUTION OF PROCEEDS FROM THE SALE OF

17 OIL, GAS, CASING HEAD GAS OR OTHER RELATED HYDROCARBONS. THE

18 ORDER SHALL DIRECT AND AUTHORIZE THE PAYOR TO MAKE PAYMENT FOR

19 THE PRODUCTS TAKEN IN ACCORDANCE WITH THE DIVISION ORDER.

20 "Interest owner." A person owarbaga—rovarty—iaterest—or—a— €«

21 werking—interest—inaroit—orgas—wett—or—uanit WHO IS LEGALLY €

22 ENTITLED TO PAYMENT FROM THE PROCEEDS DERIVED FROM THE SALE OF

23 OIL OR GAS FROM AN OTL OR GAS WELL LOCATED IN THIS COMMONWEALTH.

24 "Mcf." A unit of measurement expressed by 1,000 cubic feet.

25 Section 1.3. Rovalty guaranteed.

26 A lease or other such agreement conveving the right to remove

27 or recover o0il, natural gas or gas of any other designation from

28 the lessor to the lessee shall not be valid if the lease does

29 not guarantee the lessor at least one-eighth rovaltyv of all oil,

30 natural gas or gas of other designations removed or recovered
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from the subject real property.

Section 3. Sections——Z2and——S——of—+the—aect—are SECTION 2 OF THE
ACT IS amended to read:

[Section 2. An oil, natural gas or other designation gas
well or oil, natural gas or other designation gas lease which
does not provide a one-eighth metered royalty shall be subject
to such an escalation when its original state is altered by new
drilling, deeper drilling, redrilling, artificial well
stimulation, hydraulic fracturing or any other procedure for
increased production. A lease shall not be affected when the
well is altered through routine maintenance or cleaning.]

Section 2. FEscalation reguired for alteration to original

state.

An o0il, natural gas or other designation gas well or oil,

natural gas or other designation gas lease which does not

provide INCLUDE a one-eighth metered rovalty shall be subject to

sueh an escalation EQUAL TO ONE-EIGHTH METERED ROYALTY when its

original state is altered by new drilling, deeper drilling,

redrilling, artificial well stimulation, hvdraulic fracturing or

any other procedure fer—dnereased TO INCREASE production. A

lease shall not be affected when the well is altered through

routine maintenance or cleaning.
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effectivedate—~of+this——aect—

Section 4. The act is amended by adding sections to read:

SECTION 3.1. COMMENCEMENT OF GUARANTEED ROYALTY.

WHENEVER A PROCEDURE TO INCREASE PRODUCTION HAS BEEN

COMPLETED PRTIOR TO THE EFFECTIVE DATE OF THTIS SECTION, METERING

AND THE ROYALTY REQUIRED UNDER SECTION 1.3 OR 2 SHALL COMMENCE

WITHIN 90 DAYS AFTER THE EFFECTIVE DATE OF THIS SECTION.

Section 33+ 3.2. Pavment information to interest owners.

Whenever payvment is made for oil or gas production to an

interest owner, whether pursuant to a division order, lease,

servitude or other agreement, all of the following information

shall be included on the check stub or on an attachment to the

form of pavment, unless the information is otherwise provided on

a reqular basis:

fromwhich producetion—3ts—attributeds A NAME, NUMBER OR

COMBINATION OF NAME AND NUMBER THAT TDENTIFIES THE LEASE,

PROPERTY, UNIT OR WELL OR WELLS FOR WHICH PAYMENT IS BEING

MADE; AND THE COUNTY IN WHICH THE TEASE, PROPERTY OR WELL TS

LOCATED.

(2) Month and vear of sates—erpurchase—included—in—the—

payment GAS PRODUCTION.

(3) Total barrels of crude oil or number of Mcf of gas

purehased OR VOLUME OF NATURAL GAS LIQUIDS SOLD.

(4) 6Ewner'ls—finsl realtizablteprice—perbarrelt—or Mcef—

PRICE RECEIVED PER BARREL, MCE OR GALLON.

(5) Total amount of severance and other production taxes

AND OTHER DEDUCTIONS PERMITTED UNDER THE IEASE, with the

exception of windfall profit tax.
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1 (6) Net value of total sales from the property after—

2 taxes—are—dedueted 1ESS TAXES AND DEDUCTIONS FROM PARAGRAPH

3 (35) .

4 (1) Interest owner's interest, expressed as a decimal OR

5 fraction, in production from paragraph (1).

6 (8) TInterest owner's share of the total value of sales

7 prior to amy—tas—deduwetrion DEDUCTION OF TAXES AND DEDUCTIONS

8 FROM PARAGRAPH (5).

9 (9) Interest owner's share of the sales value less the
10 interest owner's share of theproduction—and—severance—taxes;—
11 as—appticapbtes TAXES AND DEDUCTIONS FROM PARAGRAPH (5).

12 (10) CONTACT TINFORMATION, INCLUDING AN ADDRESS AND
13 TELEPHONE NUMBER.

14 Section 3=2 3.3. Accumulation of proceeds from production.

15 (a) General rule.--Hatesseotherwise—regyested—proceeds—

16 PROCEEDS from production of oil and gas may be accumulated and

17 remitted to the persons entitled thereto annually for the 12

18 months' accumulation of proceeds totaling less than $100.
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assiems—of—+the—persons

S (B) Owner to be paid.—--Notwithstanding any other

provision of this section to the contrary, all accumulated

proceeds shall be paid to the owner thereof when production

ceases or upon relinguishment or transfer of the pavment

responsibility.
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25 mere—oversiaght—ornecglect—damages—shall—be—timited—+to—

26 irrerest—on—the—rovyatties—comptuted—from—the—date—dve—and—a—

27 reasonabte—attorney—fee—if suych—interest3snotpaid—within—

28 HO—dayrs—of writtendemand—therefor-

29 Seetienr—3—1—Fffeetr—ofrmonpavyment—in—response—teo—rotice—or—

30 faiture—+te——state—ecauser
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20 Section 5.

21 [Section 4.

Section 4 of the act is amended to read:

This act shall take effect in 60 days.]

22 Section 4. Effective date.

23 This act shall take effect in 60 days.

24 Section 6.
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This act shall take effect in 60 days.



