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Dear Chairman Wheat and members of the Senate Judiciary Committee,

I understand that the Senate Judiciary Committee recently held a hearing on Senate Bill
258, which would provide additional protections for surface owners from damages
caused by oil and gas development. | urge the Committee to pass this important
legislation to create a more ievel playing field for landowners trying to protect their
private property. . o

We own property immediately adjacent to current drilling operations in Powder River
Gas Company's coal bed methane exploration project just north of the Tongue River
Reservoir. The initial test project is for 18 wells which require dewatering the coal seam
aquifers. We are a partial split-estate landowner in that we own the surface and some
but not afl of the underlying minerals. ‘We have not leased our minera! rights nor have
we signed a surface damage agreement with any CBM company. '

It has alsc come to my attention that at the hearing Harmon Ranney testified that
Powder River Gas Company had signed a water well mitigation agreement with ali
potentially impacted landowners. That is not the case, We were sent 2 water well
mitigation agreement by Western Land Services, who is employed by Powder River
Gas, over 18 months ago. Our attorney advised us against signing the agreement and,
instead, proposed a more protective agreement to the company. We received several.
phone calts from Western Land Services employees regarding the water well mitigation
agreement, but we referred ail of them to our attorney. This past Thursday, February 10,
2005, we received a certified / return receipt mailing from Western Land Services
containing a water well mitigation agreement and asking us to sign it. The notation at
the bottom of the form says,”e-forms\0109 Update 8/03" 8o we have no reason to
believe it is an improvemant over the original offered months ago. We have, however,
placed it in the hands of our attomey and await his advice as to signing it.
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You may aiso want to know that we sold the majority of our ranch to Diamond Cross -
Properties, LLC in June of 2004. We don't know if Powder River Gas is aware of that
_ transaction or if the new owners have signed water well mitigation agreements with them
- as some of that property is within their Area of influence (AQH}-

I hope this clarifies any confusion over this issue, and we once again urge you to pass
this legislation in the interest of Montana private property owners.

Sincerely,

Judith Musgrave -

P.O. Box 32
Decker, MT 58025
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February 8, 2005

- WESTERN LAND SERVICES

William R. Musgrave & Judith Musgrave
P.O. Box 32

Decker, Montana

59025

RE: Water Wefl Mitigation Agreement Offering Reqmred by Montana
Dear Mr. & Ms. Lott, |

Powder River Gas is putting together a pilot project to explore for coafbed natural gas

and as part of the permitting process we are required o offer all landowners who own
.land that is with in a 1 mile Area of Influence (AOJ) of Powder River Gas’s Project

boundary a Water Well Mitigation Agreement. I also realize that you may not even have

any water wells on your property, but once again we are required to offer this agreement

10 you. _

If you should require any further information, please do not hesitate to contact me at your
convenience, .

Sincerely,
Western d Setvices, Inc

V-

Water Department S‘;up:ar'.r'iso:;.i e
AgCl'lt Fo.l" T e
Powder River Gas

WESTERN LAND SERVICES - WESTERN DIVISION ,
34 W. Scymour Street = Sheridan, Wyoming 82801 + Phone: (307) 673-1817 = Fax: (307) 673- P23
Web: www.westermls.com = E-mail: wiswest@westenls.con
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Wiiter Well Mitigation Agrecment

This Agrecment is ihade and entesed into this __ day of , by dind between
William R, Musgrave & Judith Musgrove, hereinafter reforred 10 as Owner, and Powder River Gas, LLC, herginafter
referved 1o as Operator whose address is P. O. Box 7370, Sheridea, Wyoming  82B0).

WIIEREAS, Owner has existing water wells, or springs within their property bowndnries and situnted within the
Ares of Influence {AO! as specificaliy defincd hevein, and providing Owner water ot domestic andior
agricuttural/livestock water, and

WHEREAS, Operator hits acquired deascs for the developinen: of Coal Bed Naturmal Gas (CBNG) end intends 1o dril]
and compiese wells for the production of CBNG, and

WI-IEREAS, the development and production of CBNG usually requires the peoduction of water in conjunction with
CBNU and may require the tocatized reduction of water levels within certain individun! simaia of the Fort Union

Coals, and

. WHEREAS, Operalor hes advised Owner that the production of waler in association with CBNG could adversely

aifcet the peaductive capacily of Owner’s existing water wells or springs which draw water from the Fort Linion
npfer. .

NOW, THEREFORE, as consideration for the mirual covenanis herein, in order to fecilite the mullipie usage of
the natueal resources consistent with sound environmental practices, to mitigate potential adverse effects on the
Owner's water wells and springs situated within the A, 10 essurc prompt and cffective remodiation, and 1o reduce
the need For regulatory iniervention by Siate and Federal agencies, the Owner and Opermtor agree as follows:

DEFINITHONS:

Fort Union Ceals: The Fort Union Coals, a5 used herein, shall mean those individual coal beds contained within
the Tongue River member of the Fort Union Formation, bounded obove by the Wasatch Formmion of Focene age
and helow by the Lebo Shake member. .

Arca of Influcerce (AOT): The area that folls within two mile of the Operator™s productive CBNG project boundau‘y

Yupaired Water Well/Spring: Any viable weter well, or spring existing on the Owner's property within the AQ)
al the ime CBNG development begins, that experiences a reduction of capacily 1o deliver waler in guantity and/or
quatity sufficient to snpport the ordinary and cusiomary use of the well ns » direct result of operaiors CBNG
activities, To qualify as an Impeived. Water Well or spriag, all wells must be in the same coal zone(s} that the
Operator is producing from or i the Wwater producible formations that are cithcr twenly feet above ar below said coal

zone(sl, '
Strat Test Any tost that is drilied with the purpose of obeaining geologic information that is not completed for
production ind is subsequently phigged and shandohed. Strat Texs may produce water and/or gas for o perind not
{0 exveed sixty (60) days withoul creating a AOL : '

CBNG Well: Any well drilled and compicied for the production of CBNG that withdraws water andfor gas and
‘walet from the aquifer for a petiod exceeding sixty (60) doys. i _

AGREED:

I.  Upon initial establishment of an AOI, the Operstor, at its sole ¢ost and risk will measure or cause 16 be
mensured, the static water level and prodoctive capacity (the baseline measurement) of visble water wells and
springs within' the ACT and wili gtismpt to detersine the depth and configuration of these wells and springs
through consultation with the Owner and from the records of the Montana Department of Natural Resources and
Conscrvation (DNRC). The Operator shalt also test for the presence of methane at reasonable detection Jevels
it the water wolls and speings, and measure How rates of springs. Tests shall be performed according to
siandard and customary test procedures for testing of this kind.

2. Qwner shall, upon reasonable notice, allow the testing of water welts and sprirgs within the AQL inchuding é
static water level test which may require the cessation of withdmwsls of water from (e well for 5 period nol Lo
exceed rwenty-four (24) hours. .

3. Operator shall establish a water well and spring monitoring program which shall continve 2t reasonable
intcrvals through the CBNG devclopment, the intent of which is 1o enable the Operator to idenfily changes in
the capucity of Owner's water wells and springs within the AQL. Operalor shall, upon request of the Owner,
provide al] test data, both “haseline data” and monitoring daia to the Owner,
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¥ 3 waler well ar spring within the AOI becomes impaired, Owner shal} ficst teke reasonable steps 1o venfy tha
the impairment is not due to mechanicsl, electrical, down hole integrity, o bump problems, and if nose of these
problems appesr 1o be e causc of the impairment, Owner shall notify Jessee of the impairment. Notice shall
tie made by phone and by writing, delivered by hand or by registered mail to the Uperator af the above nddress.

Wiqh'm-sixty (60) days of receipt of notice of impainment, Operator shall restore the Owner’s access 10 waler ol
sufficient-guantity and quality to offser such impairment by reconfiguring, redrilling the waier well dritling of v

new waler welil, or by othcr means: )t is recognized that edditional power costs may he associmed witl any
reconfipuration of an Impaired Water Well. The specific site of the well or water access may be changed by

mutual agreement of Operator and Owrer.

Upon aotice of impainment of 2 well or spring which ceuses impeading joss or damage to lvestock, Operator
agroes (0 provide water during the period of impairment in the quantity, quality and at the jocation required For
the mainicnance of normal and customsry domestic grazing anvd livestock operations. Qwner shall make a gond
fuith cffort to inform Operator by phone, fax, or other expedient method of any impending loss or damage 1o
livestack.

Tie the event il is detcrmined that there is an bmpaired Water Wel! or spring in any ADI, that AOI shall be
cxpanded based on the location of the Impaired Water Wedl or spring. The AQ| shalt be expanded by the area
with an arc length onc-half of 2 mile wide (2640 feef) outsite 1he existing AQ).  Likewise, shonld it be
detenmined tho there is an Impaired Water Wetl, or spring within the expanded AOI, that area shall be agrin
expanded with an arc longih of one-hall mile (2640 foct), during the life of the CBNG project.

Owner shall aid and assist Operator i the oblaining of regslatory and other pesmits and/or pormissions from
third party surface owners required to restore Owner's Impaired Water Well or spring capacity. All costs of the
aperations, inchiding fees for obaining permits and permissions, shall be borme by the Operstor,

In ibe cvent that both mechanical elemcnts (Owrner;s responsibility) and non-natural aquifer draw down
(Operutor's responsibility) are both factors in causing the water well 10 bocome impaired, the cost of
remediation may be apportioned and divided between the parties. :

. in the cvent that the intrpresation or enforcement of thiy Agreement results i Jogal setion, the costs of such

action, including reasonable stomey’s foes, shall be borne by the individus! parties.

. The tenns and provisions contmimed borcin shall run with the land and shall be binding wpon the heirs,

successors. and assigns of Owner and Opevator. This Agreement shall terminate upon the expiration of the tast
oil and gas tease of the plugging vl abandonment of the isst CBNG well to which this Agreoment applics,

whichever ig the lmer date,

This Agreement may be execuied in any number of counterparts, anch of which shall be considered an original,

AGREED AND ACCEPTED THIS ' DAY OF

§ o
Ce e
T g T

, SURFACE OWNER: " | OPERATOR:

POWDER RIVER GAS, LLC

By:

{Tax 1D No




