
To Whom It May Concern: 

Comments on "Split Estates: The relationship between surface and minerals" 

The interim study committees finding that no action is needed on the bonding for coal bed 
methane represents a dereliction of the committee's duties. The purpose of bonds is to condition 
the performance of the operator to properly plug the well hole. The committee correctly notes 
that Montana's current bonding regulations fail to clearly state that the operator is also 
responsible for reclaiming other surface disturbing activities. 

The field trips that the committee conducted clearly demonstrated that methane development is 
expansive and intrusive. Impoundment ponds, roads, pipeline networks and compressor stations 
represent billions of dollars in public liability. To argue that the Oil and Gas Production Damage 
Mitigation Account, 82-1 1-1 6 1, MCA; the Reclamation And Development Grants Program, 90- 
2-1 13 (2), MCA; and the Coal Bed Methane Protection Act, 76-15-905, MCA, are sufficient to 
cover potential damages requires an actual analysis of the funds available in those programs and 
the potential liability that surface disturbing operations present. Lacking such empirical data the 
committee has no right to reach the conclusion that it did. 

Further, the committee has failed to analyze or determine if current well bond amounts are 
adequate to cover reclamation costs. The state, in allowing operators to post a $50,000 blanket 
bond allows larger operators to post basically negligible per-well assurance for well 
abandonment. It is a disappointment that the committee did not use their resources and time to 
construct a better understanding of the adequacy of Montana's bonding program. 

The committee should keep in mind that the purpose of bonding is not to place a burden on the 
industry, but rather to correctly align incentives. When the industry must consider the potential 
cleanup costs of their actions they will be inclined to disturb less surface area. Further, operator 
premiums for financial assurance are reflected in the surety mechanism. Surety companies allow 
operators to guarantee a bond at a fraction of its cost (2-3%). Full reclamation bonds should be 
required for the oil and gas industry just like they are for virtually every other extractive 
industry. 

To require the oil and gas industry to post a full reclamation bond is a common sense practice 
that will protect private land owners and tax payers from restoration costs. 

Sincerely, 

Ross Keogh 
Vice President Key-0 INC. 
Box 722 
Absarokee, MT 59001 

HB 790 SUBCOMMITTEE 
July 17,2006 

Exhibit 1 



Explora t ion  & P ioduc l ic jn  Company  

i June 30,2006 

Mr. Todd Everts 
Environmental Quality Council 
Legislative Environmental Policy Office 
P.O. Box 201704 
Helena MT 59620-1 704 

Re: Draft Report - Split Estates 

Dear Mr. Everts: 

Fidelity Exploration & Production Company (Fidelity), the largest natural gas producer in 
Montana, recognizes and appreciates the effort and the long days of travel and work the 
HB 790 subcommittee devoted to obtain a better understanding of the oil and gas 
issues that the subcommittee is charged with studying. Please find below Fidelity's 
detailed comments to each section: 

Study the procedures and time lines for qivina notice to surface owners: 

No comment 

Study minimum provisions for surface use agreements. Elements that should be 
considered include road development, onsite water impoundments, quality and 
disposal of produced water. 

On page 2 of Findings and Recommendations, the top Finding reads: "Industry 
representatives testified that requiring surface use agreements and mandating what 
should be included in them infringes ..." Fidelity respectfully requests the wording be 
amended to: "Industry representatives and some landowners testified that requiring 
surface use agreements and mandating what should be included in them infringes .. ."  
This Finding should reflect all of the parties who testified that the current process is 
working well in a substantial majority of situations. 
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Study how to address disaqreements on estimated damaqes. 

Fidelity respectfully requests that the 3rd Recommendation, "The EQC should support 
the efforts of outside organizations that may offer mediation services to surface owners 
and mineral developers" be deleted in its entirety. No action was taken by the 
subcommittee on this recommendation; therefore, it is inappropriate to state it as a 
recommendation in the report. 

Studv bonding requirements based on the tvpe of activitv. 

In the fourth Finding, the language should be amended to acknowledge that these 
sources are in addition to the bonds that oil and gas operators are required to file with 
the Montana Board of Oil and Gas Conservation and the Bureau of Land Management. 
Amending the language in this way would better explain all of the oil and gas 
reclamation assurances offered to Montanans. 

In the recommendation section after "there are no recommendations", delete "at this 
time". This will be the final report; therefore, "at this time" is not applicable because the 
subcommittee has completed its charge. 

Assess current reclamation and bondinq requirements for coal bed methane. 

Again, in the recommendation section "at this time" should be deleted in its entirety. 

Evaluate statutes for surface damage, coal bed methane exploration, coal bed 
methane operations, and coal bed methane reclamation. 

Again, in the recommendation section "at this time" should be deleted in its entirety. 

Explore approaches for balancinq mineral riqhts and surface rights. 

The first Finding should be amended as follows: "Both the surface estate and the 
subsurface mineral estate are real property rights. Consequently, the real property law 
of this country provides that in order for the mineral estate owner to be able to enjoy his 
property right, part of his property right in the mineral estate is the right of reasonable 
access to the surface estate. That means the mineral owner must be allowed onto the 
surface. But the owner of the surface also has rights and is entitted to damages caused 
by the extraction of the mineral." 

This amended language accurately defines the split estate situation. The legal history 
and source of the rights to be balanced is property rights, a fact which significantly 
affects the nature of any law balancing these rights. Therefore, this finding should focus 
on the heart and source of the issue. 
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j The third recommendation should be deleted in its entirety as previously discussed 
I above. 
1 

j Identify the relationship between federal law and state law related to split estates. 
j 
j No comment. 

Evaluate necessity and feasibility o f  post-operation reclamation requirements or 
alternatives, including water pits and impoundments. 
Again, in the recommendation section "at this time" should be deleted in its entirety. 

Chapter 1 - Split Estate and Coal Bed Methane Issues Rise to the Fore. 

In the last paragraph, Fidelity recommends that in the second sentence after "In 
Montana", replace the current language with: "the Bureau of Land Management 
administers more than 37 million acres of Federal mineral rights with over 11 million 
acres of Federal mineral rights in a 'split estate' ownership situation, which are leased 
dependent upon industry demand. 'The remaining 26 million acres of Federal mineral 
rights are still attached to the Federal surface estate." 

This suggested change is more reflective of ownership statistics referenced in Appendix 
E. This is also a shorter, more succinct description of the Federal split estate situation 
in Montana. In reading the footnotes in Appendix E, the 8 million acres referenced in 
the draft is already accounted for in both the "Federal Minerals" column and the 
"Federal Surface Lands" column. Please refer to footnote "d" on Appendix E. 

Also, Fidelity would like to point out that Federal Minerals are only leased when they are 
nominated for lease by industry. In many cases, Federal Minerals are not leased 
because industry does not see oil and gas potential. 

Chapter 2 - The Interim Process. 

No comment. 

Chapter 3 - Public Involvement. 

Fidelity recommends that the second to the last paragraph beginning with "In addition" 
be deleted in its entirety. The report should state how the public was informed and not 
detail the media coverage. Fidelity believes that is more germane to the discussion on 
how the public was notified. Therefore, Fidelity recommends that a replacement 
paragraph be drafted that describes press releases and web site notification of the 
respective meetings and public hearings. 
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Chapter 4 - On the ground - site tours. 

/ No comment. 
i 

/ Chapter 5 - Research & Presentations. 
i 

No comment. 

Again, Fidelity greatly appreciates this opportunity to comment on the draft report and 
the many hours of work by many people that led to it. Should you have any questions 
or comments concerning Fidelity's comments, please feel free to give me a call at (307) 
672-71 11, ext. 205. 

Respectfully submitted, 
Fidelity Exploration & Production Company 
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June 30,2006 

Senator Mike Wheat 
HI3 790 ~ubcc&nrnittee 
C/O J o e  Kolmah 
Legislative En;vironmental Policy Office 
P.O. Box 201504 
Helena MT 59620- 1704 

JUN 3 0- 2006 

LEGISLATIVE ENVIRONMENTAL 
POI-ICY OFFICE 

Re: comments on HB 790 Draft Report and Findings 

Dear Chairman Wheat and HB 790 Subcommittee members: 
! 

I. XNT~ODUCTION 

Northern Plairis Resource Council appreciates the opportunity to comment on the draft HI3 
790 report, relating to split estate issues and reclamation and bonding for the coal bed 
methane industry. Northern Plains has long been involved in ensuring that oil and gas 
extraction i s  dbne right, allowing for the continuation of Montana' s number one industry, 
agriculture. Northern Plains is a grassroots conservation group that works to protect our 
water quality, family farms and ranches, and our unique quality of life. 

Agriculture is :the backbone of Montana's economy and a key countemeight to the boom and 
bust oil and g;is industry. One of the central features of our work is ensuring that there is 
adequate reclamation and bonding in the industry and that surface owners, partscularly those 
who do not o m  the rights to minerals under their lands, are treated fairly. In the 2005 
session, ~ o r t h b m  Plains actively supported legislation that would have leveled the playing 
field between iurfse owners and mineral owners by ensuring that there was adequate notice, 
a written surf& use agreement and a means for alternative dispute resolution (SB 258). 
Another bill, SB 336, would have strengthened the reclamation and bonding requirements for 
the coalbed methane extraction industry. 

AS the HB 796 Subcommittee conducted hearings around the state and in Wyoming over the 
past year, you :have heard numerous comments from landowners who have advocated for 
strengthening the current split estate laws and leveli,ng the playing field between surface 
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owners and mineral owners. We believe mineral owners and the oil and gas industry have a 
clear responsibility to make reasonable accommodations to surface owners. It i s  the only way 
that mineral extraction can happen while simultaneously allowing surface activities, such as 
agriculture production, to continue and for s h c e  owners to be &rly compensated for direct 
losses and disruption of their use of their property. 

TI. D~&&T LEGISLATION 

Northern plains has several suggestions for strengthening the proposed legislation that would 
level the playing field between the two parties. The proposed Landowner Protection Bill (SB 
258), introduced in the 2005 session and supported by Northern Plains, encapsulated what 
would be important in such a bill. The draft legislation put forward by the Subcommittee 
does little to assure even the most minimal standards of fiirness for surface owners. The 
things that need to be address or modified in the draft legislation include: 

Adequate advance notice prior to coming onto a landowner's property- It was mentioned 
by many peo61e who testified that ten (10) days is simply not enough time to prepare for the 
disturbance of oil and gas coming onto the land. There are many things thar must be 
considered, when discussing adequate notice. At the January meeting, Jim Rogers, 
Subcornmitt& member, mentioned tkat on his operation, he would need enough notice to 
allow him to Change his business plan that he had deveIoped for that year. For example, if 
drilling operations were to run concurrent during calving season; he would need to be able to 
plan accordingly. Ten days is not enough time, and neither is twenty. At a minimum, there 
should be ninety days (90) before drilling activity begins. Advance notioe not only allows 
the landowner to better prepare for land disturbance, but it also gives adequate time for the 
two parties to inegotiate and sign a damage agreement. 

Surface Own=rs should have the right to negotiate a surface damage agreement- If the 
two parties d negotiate a damage agreement, this will preempt many problems the parties 
may encounter later. A signed surface damage amcement allows the parties to come to the 
table and disciss damages and also provides a mechanism for planning extraction activities 
together so the disruption to surface owners' land and use may be minimized. While it may 
not be necessary to dictate what should go into a surface damage agreement, it is in the best 
interest of the itatstate that they are required. As Lori Goodman, President, Landowners' 
Association of: wyoming, mentioned at,the Sheridan hearing, it is essential to allow both 
parties to participate in the planning process. 

Northern Plai j s  finds it particularly troubling that the State of Montana requires a surface 
damage w e n t  on school bust lands, as the Subcommittee learned fiom Monte Mason 
the Minerals Management Bureau Chief with Department of Natural Resources and 
Consmation, yet fails to extend this very same right to Montana citizens as individuals. 

During your deliberations, we heard a great deal of opposition to ensuring that surface 
ownets have airight to negotiate surfice use agreements from representatives of the oil and 
gas industry. $le would have no objection to allowing a surface owner to waive this 
requirement s~ou ld  they choose to do so. However, depriving the surface owner of the 
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opportunity to negotiate a signed agreement simply because the industry finds it inconvenient 
or problematic'is a major failing of the report. 

Specifically, we recommend that in your draft bill, Section 3,82-10-504 subsection (1). 
should be amended to say, 

"Prior to eh&ng with heavy equipment, it shall be the duty of the oil and gas operator 
and the su&ce owner to enter into good faith negotiations to determine the surface 
damages. $the parties agree, and a written contract is signed, the operator may enter the 
site to drilq." Further, we recommend that Section 3,82-10-504 should be amended, by 
adding a s6bsection (3) which would state, '"The surface owner may, in writing, waive the 
requirements to negotiate a binding written agreement." 

Surhee h ! r s  should have the right to recover their legal expenses- There must be a 
mechanism $at allows for surface owners to enforce the agreed upon surface damage 
agreements. Surfm owners, many of them small farmers and ranchers, do not have the 
financial resqurces to pursue legal action against large corporate interests to enforce the 
provisions o< signed agreements. We heard from several landowners, includi~g Merten 
Feyholtz and Jim Heavey in Havre, who talked about the problems they had simply trying to 
get operators to abide by the signed agreements. 

The Subcornxpittee should amend the draft by adding a new subsection (4) to Section 82-1 0- 
504 that reads, "A person seeking compensation under this section who prevails in an action 
may petition the court, and the court may award reasonable attorney's fees to the plaintiff. 

111. ~ i n d i n ~ s  and Recommendations 

In addition our review of the draft legislation, Northern Plains would like to offer 
comments on the findings, recommendations, and the process by which this has occurred. 
Initially, Northern Plains hoped that this study would demonstrate the need for 
comprehensiie changes to the existing split estate bill. A problematic indicator in this 
process inclu,ded adopting a super majority requirement for any recommendations, when 
there is no precedent for doing such a thing. 

We also f'eel p a t  since the s c o p  of the study was so large, the Subcommittee should report 
that they did hot address any of the coal bed methane bonding and reclamation issues. 
Testimony in Sheridan by landowners concerns as well as by Am Kuipen, a mine waste 
water engineer and reclamation and financial assurances (performance bonds) expert, made it 
clear that this is an important issue and still needs to be addressed. While Tom Richmond, 
the Mantana'Board of Oil and Gas Administrator, addressed what is currently being done in 
regards to reclamation and bonding, the committee failed to address this impollaot issue in 
committee dbcussion. 

Fjnally, as dbcursed earlier in the previous section, Northern Plains does not believe that the 
rccommendatim of the Subcommittee is, "surface use agreement should not be required." 
Given the ardount of time the Subcommittee devoted to the issue, and the contentiousness of 
the debate, such a statement is inaccurate at best. We believe that the Subcommittee's report 
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shouId reflect both the level of controversy surrounding surface use agreements, and the 
amount of time devoted to the issue in your deliberations- The following statement would be 
far more accdrate: "Despite lengthy discussions and multiple motions on the subject, the 
issue of requiring surface me agreements could not be resolved with the super majority." 

With the passbge of House Bill 790 in the 2005 legislative session, Northern Plains was 
hopeful that uontana would finally address the problems encountered by surface owners 
facing oil and gas development. The outcome of the 790 Subcommittee process has been 
insufficient. 
Without a comprehensive bill, whch protects farmers and ranchers in split estate situations, 
the number ofconflicts between oil and gas operators and surface owners will only continue 
to rise. The extractive industry will continue to grow in Montana, it is imperative that we put 
preventative heasures in place today to prepare for this boom. Without stronger provisions, 
farmers and ranchers will be left with few opportunities to negotiate, no recourse to right 
wrongs, and a! very real threat to their livelihoods. As we stated in the introduction, 
agriculture is Montana's number 1 industry, and we need to protcct it. Without stronger 
provisions to protect our farmers and ranchers throughout the state, we will jeopardze their 
ability to support Montana. 

Sincerely, i 

Mark Fix i 
Northern ~la ihs  Chair 



From: 
Sent: 
To: 
Subject: 

sheelah [sheelah@mail.midrivers.com] 
Friday, June 30, 2006 8:02 AM 
Kolman, Joe 
HB 790 Draft Report 

Follow Up Flag: Follow up 
Due By: Monday, July 03, 2006 5:00 PM 
Flag Status: Flagged 

My concerns are in regard to HB 790 and the study of split estates in development of 
minerals. This issue will be more problematic as the minerals are retained by families and 
purchased by developers that are not directly affected by surface damages due to 
exploration. The landowners of Montana deserve the protection that is afforded the state 
in extracation of resources. Please consider the current and future generations of 
Montanan's that directly care for the land and do not have the the control over minerals 
to be developed beneath the soil. Respectfully, Sheelah Prevost, 
33247 CO RD 129, Lambert, MT 59243 
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From: Judy Staigmiller [judsta@imt.net] 

Sent: Thursday, June 29,2006 4:40 PM 

To: jkoleman@montana.gov 

Cc: jkolman@montana.gov; Kolman, Joe; jkoleman@mt.gov 

Subject: split estate law 

Follow Up Flag: Follow up 

Due By: Monday, July 03, 2006 5:00 PM 

Flag Status: Flagged 

I urge more significant changes in the Montana split estate law. 
Reading the draft, I tried to iamgine my parents who raised beef cattle south of Great Falls, reacting to such a 
notice. Mom and Dad were very astute in the business of ranching but not as astute in dealing with corporations. 
Twenty days notice when they had to deal with deadlines imposed by nature (putting up hay before it rained 
because they couldn't afford to buy hay, etc.) is still insignificant. A forty-five day waiting period would be more 
fair. 
The proposed legislation needs to require a written a surface damage agreement. Why should the surface and 
the water which affect the quality of our food, therefore our lives, not be taken care of? To not have an agreement 
is to treat our individual farmers and ranchers like second class citizens, espectally when one realizes that the 
state is entitled to a written surface damage agreement before extraction begins on state property. 
Oillgas exploration and extraction is a necessary business. It is also highly profitable. Many farmerslranchers, 
who have the vital business of providing our food barely make a living. Several years ago my friends who raise 
sheep in the Grass Range area told me that had to sell their lambs for 20 cents per pound cheaper than they 
would need to break even. Obviously they do not have the resources that oillgas companies with millions of 
dollars and teams of lawyers do. When the company damages the surface, violating the agreement, it is only fair 
that they compensate the surface owner for legal fees. 
A state legislator once told me there are good companies and bad companies. They all need to be held to a fair 
standard so that the playing field is leveled for the surface owners. 

Thank you, 

Judy Staigmiller 
Bozeman, MT 
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From: 
Sent: 
To: 
Subject: 

Dixie Stark [abcl23@montana.com] 
Wednesday, June 28,2006 4:20 PM 
Kolman, Joe 
HB 790 Draft Report 

Follow Up Flag: Follow up 
Due By: Monday, July 03, 2006 500 PM 
Flag Status: Flagged 

Dear Joe Kolman, 

My name is Dixie Stark and I own a 1,000 acre remnant of the family ranch in Powder River County. The coal reserves 
under my property are owned by the Federal Government. I am appalled that the HB 790 Subcommittee is choosing to 
treat split estates differently, depending on whether the land is owned by the State or Federal Government, or if it is 
privately held. As a private landowner, I would expect a government committee to respect my rights at least as much as 
they respect the rights of the State. 

The recommendation of the committee denies private landowners such as myself the very rights that are guaranteed to 
the State. Why can oil and gas companies enter my land with a mere 20 days notice, with no requirement for a signed 
surface damage agreement, when they cannot enter State lands without a signed surface agreement? It is unconscionable 
that government entities reserve rights for themselves that they do not provide for private citizens. 

Please reconsider the recommendations being made, and extend the notice to more than 20 days. Please allow private 
landowners to prevent extraction until there is a signed surface agreement in place. Level the playing field-don't maintain 
the status quo. 

Thank you, 

Dixie Stark 
4005 W Fork RD #I 1 
Darby, MT 59829 



Page 1 of 2 

Kolman, Joe 

From: jim lee [charley@midrivers.com] 

Sent: Tuesday, June 27, 2006 9:40 PM 

To: Kolman, Joe 

Subject: Comments on Split Estate 

TO: Environmental Quality Council 
FROM: Katherine Lee, 103 North Douglas, Glendive MT 59330,406-365-3207 

Gentlemen: 

I am a resident of Glendive, Montana. I have no land affected by the Split Estate Report. However, as a 
candidate for state legislature, I have a great interest in issues that have an impact upon my neighbors. I 
have therefore reviewed the Split Estate Report, and have the following comments: 

a) One comment in the report makes the valid point that there is a difference between bonding for 
damages and bonding for reclamation. The Report confuses the two, and appears to accept that bonding 
for one covers both. This is not the case. Effective bonds should be required for both eventualities. The 
risk should be borne by the party seeking the benefit, e.g. the mineral rights owner, rather than the party 
facing the damage, e.g. the surface rights owner. Procedures and protections in Exhibit K may be worth 
consideration. 

b) The Report recognizes that mineral rights owners the surface rights owners are not equally matched 
in negotiating surface agreements. Because the state's policies give priority to the mineral rights, it is 
important that state provide important protections to surface rights owners. Surface agreements should 
be required to contain specific elements: road development, onsite water impoundments, and quality and 
disposal of produced water. Comments that minimum requirements somehow limit rights to have 
maximum protection are simply wrong. 

c) Comments at hearing were to the effect that a longer than 20-day notice is necessary. Although the 
mineral rights owners want to maximize the use of their resources by having minimal notice periods, as 
a practical matter, it may well take the surface owner longer than 20 days to relocate cattle, develop 
alternate access to property, etc. The mineral rights owner is generally in a better position than the 
surface owner to schedule activities on the property. The potential for adverse weather conditions can 
make even a 60-day notice period extremely inconvenient to some surface owners. 

d) The Recommendation related to notification will create a burden upon the surface owner to notify not 
only lessees but also other users of the land, including trespassers as well as invitees. This can create 
liability. If this recommendation is adopted, it should be possible for the surface owner to post notices 
that impending activity might create hazards and inconveniences. Because the activity is to the benefit 
of the mineral owner, it would be fair to require the mineral owner to supply the notices for posting. 

e) The provision for partial compensation for damages to water within a specified distance is inadequate, 
and actually limits the damaged party. A party who can prove damage to a water source beyond the 
limit should have access to damages. 

f )  Comments about "lost land value" should be considered. For example, drilling activities can defeat 
efforts to establish agri-tourism, and the surface owner should have some way to obtain compensation 
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for such losses. The information brochure should refer to "lost land value." 

I appreciate having the opportunity to provide comments, and thank you for your consideration. 

Sincerely, 

Katherine Lee 



COMMENTS TO THE DRAFT PROPOSAL SUBMITTED BY THE 790 
SUBCOMMIT-TEE 

BY LllVDA AND KEN SlMOlVSEN SIDNEY MONTANA 

We would like to thank the committee for their work and their early attempts to gather 
significant testimony from those areas of the state most impacted by oil and gas 
development 

We testified in Havre and Sidney. We own land wi.th minerals, some leased some 
not, some developed some not. We own land without minerals all with mineral 
development and we rent farm land with heavy mineral development. This is the 3rd oil 
boom in Richland County and the 2nd in which we have been heavily involved and 
impacted. Ken has been a Director of the Northeast Montana Land and Mineral Owners 
Association for a good number of years. All of this to say that we have a considerable 
knowledge base from many sides of the issues. We are in communication with many 
people from all sides of the issues. We have tried very hard to keep informed of the work 
of this committee and to involve ourselves as much as feasibly possible. 

Therefore our comments are rather lengthy so please bear with us. 

Sect. 1. We appreciate - the word change from surface user to surface owner 
- the word change from shall to must 
- the recommendation of the brochure and the requirement that it 

be given out 
-the surface owner being responsible for notifying the tenant 

Having Sect. 1 (3) in bold print in the brochure would be a great thing 

Sect. 2. Reading the corrlmittee comments and testimony of industry its obvious that the 
testimony of surface owners was drowned out because there is very little in the record 
about surface owner concerns. So we are very pleased that the increase in notification time 
was changed and included in the proposal. 

Sect. 2 (3) We are not quite sure what this paragraph means- but we hope it 
means that the surface owner will be notified when survey work is being done. 

Tom Richmond stated "notice to surface owners when minerals are leased could 
prove to be difficult, because a single tract could have more than 30 mineral owners." This 
statement is wrong in that while there may be 30 mineral owners, and contacting them may 
be difficult there is usually not 30 surface owners. They notify rrlineral owners regardless of 
how difficult it is because they have too and there is financial incentive to do so. 
We can't believe anyone who owns property doesn't want to know when someone is 
coming on to their property. 

Sec. 3. We are very disappointed with this section. We thoroughly understand the rights 
of mineral owners and oil developers rights to access. To stop development has never 
been the goal. 

Requiring a surface use agreement to be in place before development begins 
should not be construed to say it hinders development. It means that developers will have 
to negotiate in good faith with the surface owner not just say" take us to court". Dennis 
Trudell's comments at the Sidney meeting were misrepresented. Landowners don't 
hesitate to hire an attorney, most of us take our leases to attorney's before signing them. 
We do however hesitate to take an oil company to court where as one man testified in 
Havre "here are more attorneys listed on the letterhead than people who live in my town". 
Oil companies and their representatives play an expensive and psychoogical waiting 
game. 



Over and over we hear that " there can't be any problems because no one has taken us to 
court." Pardon me but that is a stupid statement. If there are as few problems in obtaining 
surface use agreements as industry testimony says, then why are they so afraid of them. 

There is no incentive for an oil company to settle a surface use agreement dispute 
when the well has been drilled, the money is pouring in, and there is no law or regulation that 
compels them to. 

Sect. 3(d) This paragraph should be cleared up even though to us it is clear. To us 
it says that if we request payments to be made annually we should receive them. But after 
a year's worth of debate between our lawyer and the oil companies lawyer about what that 
statement means it obviously is not clear. It should have been clear to the committee after 
visiting the sites in Richland County that there is initial damage caused to the land and that 
there is continual loss of production and disruption throughout the life of the well. We also 
don't believe the word 'exploration' means the same thing to everyone. To some it 
means seismic operations and to others it also includes drilling operations. 

There is a way to word these things so that no particular item in a surface use 
agreement is mandated other than - an agreement must be signed or waived in writing 
before operations can begin, that a developer and surface owner agree to negotiate in 
good faith and that annual payments are at the request of the surface owner. 

A surface use agreement includes more issues than money. A mineral lease is often 
entered into without the concerns of the surface owner being addressed. Leases may not 
talk about fences , reserve pits, flares, roads, weeds, or garbage just to name a few. 

General comments: We feel that after the initial meetings in Havre, Sheridan, and 
Sidney that the proceedings allowed industry advantage at every turn. It's easy to say that 
if we really cared we would have been in Helena. Industry people were there as part of 
their job with all expenses paid. It's hard to leave your ranch to make a three day trip or 
stand the expense of flying, especially when you get the strong sense that no one is really 
listening. Why were all the remaining meetings in Helena- wasn't at least one supposed to 
be in Billings? Why were industry reps given the right of interruption, interjection, and 
access? 

It looks like oil is king in Montana. Some of us are trying to throw up orange flags or 
caution signs. Our flags are not red nor our signs stop signs. Should all government eyes 
go blind because of the great revenues being generated for the State or the nations thirst 
for oil. Those of us who live in the east half of the state happen to think it is rather beautiful. 
To be told ' no one lives there1, or it is ' only Eastern Montana' gets really old fast.There is a 
responsible way to develop our natural resources. Yes, it may be more expensive now 
but history proves and our mothers were right when they taught us to do it right the first time 
and you won't have to go back and do it again. 



Page 1 of 1 

Kolman, Joe 

From: Nellieisrael@aol.com 

Sent: Wednesday, June 21,2006 9:19 PM 

To: Kolman, Joe 

Subject: HB 790 Draft Report 

Dear John Kolman, 

I am writing to urge HB790 Subcommittee to address the following issues if they are to make any meaningful 
progress for landowners who do not own their mineral rights. 
I) adequate notice needs to be given, 20 days is not enough. 
2) surface damage agreements need to be made 
3) landowners need to be compensated for the cost of enforcing surface damage agreements 
Please level the playing field for our farmers and ranchers. 

Sincerely, 

Nellie Israel 
PO Box 76 
Joliet, MT 59041 
406.962.3530 
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Kolman, Joe 

From: Gall Richardson [envirogail@msn.com] 

Sent: Wednesday, June 21, 2006 8:42 AM 

To: Everts, Todd; Evans, Krista Lee; Kolman, Joe 

Subject: FW: Public comment on hot issues for MEQC-reports and proposed legislation 

., -.- -- 
From: Gail Richardson [mailto:envirogail@montanadsI.net] 
Sent: Wednesday, June 21, 2006 8:39 AM 
To: 'teverts@mt.govl; 'kevans@mt.govl; ljkolman@mt.gov' 
Subject: Public comment on hot issues for MEQC-reports and proposed legislation 

We would like to comment on these issues: Superfund, state trust lands, water policy, wildfire policy, split estates, 
and proposed legislation concerning them, but cannot find the reports on proposed legislation. Suffice to say we 
believe strongly in a clean and healthy environment guaranteed to us by the MT Constitution. We believe that 
mining companies and other perpetrators of pollution should be forced to clean up their messes and not leave it to 
taxpayers; we believe in a strong MEPA and an energy policy that takes into account environmental degradation; 
we believe that coal bed methane companies must re-inject polluted water and not be allowed to pollute our 
waters like they have in WY; state lands are in trust for our future and must be treated with the best interests of all 
Montanans in mind, not special interests; split estates must allow for the rights of the surface owner to not have 
histher property devalued by unrestricted use by uncaring mining companies. Anyway, those are our views. 
Would love to see proposed legislation on the above; just a synopsis, please. Thank you for listening. 

Cheers, 

Gail and John Richardson 
5263 Cimmeron Drive 
Bozeman, M i  5971 5 
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Kolman, Joe 

From: DTGARRETT@aol.com 

Sent: Monday, June 19,2006 230 PM 

To: Kolman, Joe 

Subject: HB 790 Draft Report 

Dear Mr. Kolman, 
I am concerned about HP 790 and the inequality it gives between lahd owners and oillgas companies. Surely 

there is something that can be done to ensure land owners are not forced to cope with the disruptiveness 
drilling brings into their daily lives. I understand that a great part of Montana's economy can come from oil and 
gas wells. Although I am not a land owner, probably will never be a land over, especially one where wells would 
be drilled, however I do have a kinship with ranchers and farmers and empathize with their position. 
Please give careful consideration to HP 790 Draft, forget the dollars involved, think of those who VOTE. 

Sincerely, 

Dale T. Garrett, Big Timber, MT 



Kolman, Joe 

From: 
Sent: 
To: 
Subject: 

jdteach@netzero.net 
Sunday, June 18,2006 2:55 PM 
Kolman, Joe 
HE3 790 Draft Report 

Joe Kolman: It is my understanding that the subcommittee is choosing to maintain the 
status quo, proposing few changes to the current law in their draft recommendations. Their 
proposed bill still forces landowners to cope with the disruption of oil or gas extration 
on their land while they have little compensataion, few means to bring the oil and gas 
operators to the table to negotiate, and very limited avenues to seek justice when they 
are wronged. 

Adequate Notice and Surface Damage Agreements are critical issues that need to be 
addressed im Montana split estate law. 

Joe, if you were born and raised in Montana, you too would take time to continue to fight 
for what we all love about our great state. 

Thanks for your concern: Jerry Whitmer, Made in Montana 68 yrs. ago 
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Kolman, Joe 

From: Henry Lischer [hlischer@hotmail.com] 

Sent: Sunday, June 18,2006 7: 16 AM 

To: Kolman, Joe 

Subject: HB 790 

Dear Mr. Kohlman: 

I write with respect to HB 790, and I urge that the Environmental Quality Council seek to strengthen the rules 

I regarding split estates and mining activity. I am not satisfied with the HB 790 subcommittee draft proposal; it 
does not adequately balance the interests of the mineral interest owner with the interests of the surface owner. 
Specifically, I recommend: 

1. A more lengthy advance notice requirement before the mineral interest holder can enter the land. 

2. The state properly requires a surface damage agreement with oil and gas operators when they extract 
resources on state property, and private landowners should be granted the same protection. 

Thank you for your consideration. 

Henry J. Lischer, Jr 
Box 428 
Nye, MT 59061 



Kolman, Joe 

From: 
Sent: 
To: 
Subject: 

eidsness@nemontel.net 
Saturday, June 17,2006 2:41 PM 
Kolman, Joe 
Surface owner rights 

Dear Mr. Kolman 

I believe there need to be changes made in Montana's laws to protect the rights of surface 
owners, should they come into conflict with the rights of mineral owners. At least they 
should have the same rights and abilities as the State reserves for itself. Obviously, it 
would be best to have rules and regulations in place BEFORE significant development 
begins, not after. As a concerned citizen of NE Montana I would hope you would do all in 
your power to insure fairness to all. 

Sincerely, 
Carl W. Eidsness 
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Kolman, Joe 

To: Stan Taylor 

Subject: RE: HB 790 Draft Report 

Corrected unreadable font. 

-....-l,-. ,..... ""l".,."," ,--.-I,,. -.,-IIÎ __ _ .lll-. """ 

From: Stan Taylor [mailto:TaylorS@milescc.edu] 
Sent: Saturday, June 17, 2006 2:18 PM 
To: Kolman, Joe 
Subject: HB 790 Draft Report 

Joe Kolman, 
These issues need to be addressed in Montana split estate law: 

.Adequate notice - The Subcommittee's proposal extends notice from 10 days to 20 days, still 
far from enough time to prepare for oil and gas companies to come onto your property. 

Surface Damage Agreements - The state requires a surface damage agreement with oil and 
gas operators when they will be extracting resources on state property. Why would they 
not afford their citizens the same protection? Proposed legislation does not require a 
written agreement before oil and gas extraction can begin! 

Oil and gas companies have millions of dollars and an army of attorneys. Landowners should 
be entitled to be compensated for their attorney's fees if they are forced to take the oil and 
gas operator to court to enforce the surface damage agreement. 

Stan Taylor 
PO BOX 1367 
Miles City, MT 59301 
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Kolman, Joe 

From: Stan Taylor ~aylorS@milescc.edu] 

Sent: Saturday, June 17, 2006 2:18 PM 

To: Kolman, Joe 

Subject: HB 790 Draft Report 

Joe Kolman, 
These issues need to be addressed in Montana split estate law: 

eA6aBuaze voz t~s  Tqs C U B X O ~ ~ ~ Z Z E E  o nponooah E < Z E V ~ ~  V O Z ~ X E  $pop 10 6ayo TO 20 
6avo, ozthh 4ap $pop ~vouyq ~ t p ~  TO npEnapE 4 0 p  0th av6 yao Xopnavtao T O  X O ~ E  ovzo 
yovp np0nspZy. 

l Surface Damage Agreements - The state requires a surface damage agreement with oil and gas 
operators when they will be extracting resources on state property. Why would they not afford 
their citizens the same protection? Proposed legislation does not require a written agreement 
before oil and gas extraction can begin! 

Oil and gas companies have millions of dollars and an army of attorneys. Landowners should be 
entitled to be compensated for their attorney's fees if they are forced to take the oil and gas 
operator to court to enforce the surface damage agreement. 

Stan Taylor 
PO Box 1367 
Miles City, MT 59301 
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Kolman, Joe 

From: Woodward Wickham [wawickham@earthlink.net] 

Sent: Saturday, June 17, 2006 11 :28 AM 

To: Kolman, Joe 

Subject: split estate law 

I am writing to let you know that, as a Montana landowner, I think much, much more should be done to make sure 
landowners are not at a disadvantage when extraction industries seek to develop resources under their land. HB 
790 does not do enough -- it should make sure landowners can't be crippled by huge attorneys' fees, and it 
should make sure there is fair early warning to landowners. 



Kolman. Joe 

From: 
Sent: 
To: 
Subject: 

Martha Biel [mhb2450@imt.net] 
Saturday, June 17, 2006 1 1 :03 AM 
Kolman, Joe 
HB 790 Draft Report 

Dear Joe, 

Please pass on my comments to the HB790 committee. 

This committee needs to strengthen the accountability of mineral extractor's and 
strengthen the rights of the tax-paying surface owners. 

Extractors should post performance bonds before going on someone's land for the purpose of 
extraction. These bonds should be high enough to cover the costs of a worst-case scenario 
after extractors leave. 

The state of Montana has a history of rape and run on the part of mineral extractors. 
This needs to change. This is the 21st century, not the 19th. There are increasing 
numbers of people on the land. The surface owners are the ones who pay the taxes on the 
land, not the extractors. It is just plain wrong that mineral-rights holders trump 
surface-rights owners. In fact, it is a "taking.' It is this committee's job to make the 
situation fair, finally. 

I and my husband, with many of our neighbors, have just seen the Gallatin County 
Commission approve our new 101 Bozeman Pass Zoning District. Our regulations call for 
very strong mitigations in the case of drilling for CBM, among other things. You should 
look at these regulations (see Gallatin County Planning Department's web page) and 
incorporate some of the language. 

If you leave the changes as weak as they are, you are perpetuating not only inequity to 
property owners, but destruction to land in Montana. 

Sincerely, 

Martha Hopkins Biel 
2450 Sawmill1 Road 
Bozeman, MT 59715 
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Kolman, Joe 

From: JoanHurdle [hurdle@mcn.net] 

Sent: Saturday, June 17, 2006 9:11 AM 

To: Kolman, Joe 

Subject: HB 790 Draft Report 

Hello, 
I'm writing to urge that oil and gas companies should have to come to some agreement with landowners. 
Landowners should not just be at their mercy and just hope that oil and gas interests will not do too much damage 
during development. 
These are truly split estates and an agreement acceptable to both parties is necessary. 
Joan Hurdle 



Kolman. Joe 

From: 
Sent: 
To: 
Subject: 

vj watson [hzoshedl @hotmail.com] 
Friday, June 16, 2006 9:02 PM 
Kolman, Joe 
HB 790 Draft Report 

I am writing you about HB 790, which required that a subcommittee study split estates, 
reclamation and bonding in oil and gas estates. 

It is my understanding,that the subcommittee is choosing to maintain the status quo, 
proposing few meaningful changes to the current law in their draft recommendations. This 
does not provide adequate protection to landowners. 

Montana split estate law must provide for the following: 

Adequate notice - The Subcomrnitteels proposal extends notice from 
10 days to 20 days. This is insufficient time for landowners to prepare for oil and gas 
companies to come onto private property given the impacts of their entry. At least 6 weeks 
notice is needed. 

Surface Damage Agreements - The state requires a surface damage 
agreement with oil and gas operators when they will be extracting resources on state 
property. Private citizens need the same protection. 

Compensation for legal fees - -  Landowners should be entitled to 
compensation for attorney's fees if forced to take the oil and gas operator to court to 
enforce the surface damage agreement. 

Thank you for your consideration. 

VIcki Watson, 509 Daly, MIssoula, MT 59801 
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Kolman, Joe 

From: Lydia Garvey [wolfhowlmama@yahoo.com] 

Sent: Friday, June 16, 2006 7:47 PM 
To: Kolman, Joe 
Subject: HB 790 Draft Report- adjust to Protect landowner rights! 

They need to be able to negotiate with oillgas operators, A avenues to seek justice when wronged and 
need months of adequate notice. Do your job- Protect our land, 
water, wildlife & landowner Rights! You work for citizens, Not industry! 

Your attention to this most urgent matter would be much appreciated by all future 
and present generations of all species. 

Thank you Lydia Garvey 429 S 24th st Clinton OK 73601 

-- - - 
Yahoo! Messenger with Voice. Make PC-to-Phone Calls to the US (and 30+ countries) for 2$/min or 

. less. 
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Kolman, Joe 

From: WClarke440@aol.com 

Sent: Friday, June 16, 2006 4:24 PM 

To: Kolman, Joe 

Subject: HB 790 Draft Report 

Dear Joe Kolman, Environmental Quality Council, 

I'm sorry to have to say this, but I don't believe that your draft proposal under HB 790 (concerning split estates, 
reclamation and bonding in oil and gas estates) does enough to level the playing field between the rights of surface owners 
and those who intend to do oil and gas development.. Your proposed bill still forces landowners to cope with the disruption 
of oil or gas extraction on their land while they have little compensation, few means to bring the oil and gas operators to the 
table to negotiate, and very limited avenues to seek justice when they are wronged. 

Additionally, there is still inadequate notice. 20 days is still far from enough time to prepare for oil and gas companies to 
come onto one's property. 

The state requires a surface damage agreement with oil and gas operators when they will be extracting resources on state 
property. Why would they not afford their citizens the same protection? Proposed legislation does not require a written 
agreement before oil and gas extraction can begin. 

Oil and gas companies have millions of dollars and an army of attorneys. Landowners should be entitled to be 
compensated for their attorney's fees if they are forced to take the oil and gas operator to court to enforce the surface damage 
agreement. 

Thank you, 
William H. Clarke 

. 1330 Lower Lincoln Hills Dr. 
Missoula, MT 59802-3340 
4061549-6214 
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Kolman, Joe 

From: Williams, Bruce [Bruce.Williams@fidelityepco.com] 

Sent: Wednesday, June 14,2006 1259 PM 

To: Kolman, Joe 

Cc: Brian Cebul (E-mail); Peterson, Cynthia; Connie Iversen; Dan McGee; David Woodgerd; Doug 
McRae (E-mail); Jim Rogers (E-mail); Joe Owen; Lila Taylor; Michael Wheat (E-mail); Rep. Debby 
Barrett (E-mail); Rep. Jim Peterson (E-mail); Rep. Norma Bixby (E-mail); Rep. Rick Ripley (E-mail); 
Barrett, Dawn 

Subject: Comments on HB 790 report 

Joe: 
I'm offering the following comments as a subcommittee member, not as an official representative of 
Fidelity Exploration & Production Company. Fidelity may also offer comments on the report and 
proposed legislation before the June 30 deadline. 

On page 2 of Findings and Recommendations, the top Finding now reads "Industry representatives 
testified that requiring surface use agreements and mandating . . .". I suggest the wording should be 
changed to "Industry representatives and some landowners testified that requiring surface use 
agreements and mandating . . .". Some landowner examples I found in the minutes were Sen. Keith 
Bales (911 5) ,  Connie Morris (1 0/27), Carl Dewey (10127) and Caroline (reported as Carol Ann) 
Hamilton (1 0127). 

On page 2 of Findings and Recommendations, under the topic "Study how to address disagreements 
on estimated damages", the final recommendation is that "EQC should support the effort of outside 
organizations that may offer mediation services to surface owners and mineral developers." I don't 
recall and could not find in the minutes that the subcommittee took any action that supports that 
recommendation. We discussed conflict resolution services several times and took action to state that at 
any time, with mutual consent, the parties could avail themselves of those services. I personally support 
the use of conflict resolution services in some instances. However, I don't think we recommended that 
the EQC support the effort of outside organizations. There is an identical recommendation on page 3 
under the topic "Explore approaches for balancing mineral rights and surface rights." 

On page 2 of Findings and Recommendations, under the topic "Study bonding requirements based on 
the type of activity", I suggest changing the.fourth finding to read "In addition to operator bonds, there 
exist several current hnding sources for remediation of sites. Those sources include . . ." 
In instances where the subcommittee made no recommendation, I recommend changing the wording to 
"Based on the findings, the subcommittee has no recommendations." I believe there are four instances 
like this. 

On page 3 of Findings and Recommendations, under the topic "Explore approaches for balancing 
mineral rights and surface rights, I recommend changing the wording of the first finding to read: "The 
law of split estates in this country provides that in order . . ." 
In Chapter 1, the bottom paragraph discussing federal minerals is conhsing and doesn't agree with the 
data in Appendix E. The BLM does not "own" land; it manages and administers land owned by the 
United States. I recommend changing the second sentence to read: "In Montana, the federal government 
owns approximately 26 million acres of surface land and more than 37 million acres of mineral rights. 
Approximately 11.7 million acres of federal minerals are under private surface. The Bureau of Land 
Management manages all the federal minerals and approximately 8 million acres of the federal surface 
in the state. The state of Montana . . ." 



HB790 public comment Page 2 of 2 

In Chapter 3, I don't see the value of including some media coverage in Appendix H. The record of the 
subcommittee speaks for itself and the media coverage, with the exception of the notices of 
subcommittee meetings, is not part of that record. 

Bruce 



WALLACE D. MCRAE D ROCKER SIX CATTLE CO. 
3607 ROSEBUD CREEK ROAD 

JUN 3 0 2006 FORSYTH, MONTANA 59327-941 1 

LEGISLATIVE ENVIRONMENTAL 
POLICY OFFICE 

26 June 26,2006 

Dear EQC Subcommittee Members: 

Despite voluminous testimony from split-surface landowners in the Powder River Basin 
area of CBM development, our valid property right concerns have, thus far, been ignored 
by your subcommittee. 

My family has been a responsible, productive, TAX PAYING, ranching entity in 
Southeastern Montana since our state was a territory. The sub-surface property owners, 
who have never dropped a bead of sweat, paid a dime in taxes, or contributed to the 
economy of our state are, by your actions, given the right to not only ignore our past 
contributions to the state but to negatively impact out future ability to continue ranching 
by stealing and wasting the water in our near-surface aquifers, and disrupting and 
damaging our surface property by their activities. 

You give us an additional ten days to get ready for the onslaught. Big deal. Are surface 
use, and damage, agreements between the landowner and the CBM companies required? 
No. But the state land is given this protection. Are the companies required to post a bond 
for surface damages, and water loss due to their activities? No. The state requires 
bonding. Why are the surface owners denied the same right? Does the proposed 
legislation require reclamation on our lands? No. Why not? 

You have heard truthful, convincing-I would think-testimony fiom already impacted 
landowners, left holding the bag of damage. You have heard pleas for at least a measure 
of protection fiom potentially impacted landowners. What must it take for you 
supposedly-responsible members to do the right thing? Your continuing position of 
representing only the interests of the CBM industry has left us disillusioned and angry. 
You should be ashamed. 

Wallace D. McRae 
President 
Rocker Six Cattle Company 
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LEGISLATIVE ENVIRONMENTAL 
POLICY OFFICE 

Christine Valentine 
Box 547 

Birney, MT. 590 12 
406-984-6222 

svalentine@,rangeweb.net 

June 21St 2006 

Mr. J. Kolman 
EQC 
Environmental Legislative Policy Office 
P.O. Box 201 704 
Helena, MT. 59620 

Dear Mr. Kolman - 

My name is Christine Valentine and my husband, Stephen and I, live just beyond the 
townsite of Birney to the north of the village. Thank you for the opportunity to submit 
comments with regard to the HB 790 Draft Report: 

1. All communications about the split-estate laws in HB 790 boil down to the 
developer handing a state pamphlet to the person whose land they intend to 
develop when the company representatives knock on the door for the first time. 
For many landowners this will be the first hint they will have that the minerals 
beneath their land are to be developed. 

If the minerals beneath their land are to be leased by a mineral-development 
company, I feel it is important for landowners to receive help from the State, in 
split estate laws along with sufficient interpretations /explanation so that they can 
act in the best interests of their surface rights. Probably the easiest way for 
landowners to have access to the laws and issues pertaining to them is a website 
facilitated bv the state with all the pertinent information on split estate law. Most 
people have access to the internet either personal or at their local library. 

2. 20 days is grossly insufficient notice for a landowner to prepare for development 
activity on their land. I would suggest 3-months for small property (non-farm) 
landowners and a full growing season (at least 6 months) for farrnerslranchers. 

3. Because of the cycles of heat/drought and extreme cold to which we are exposed 
in this state, the time for reclamation and bonding to "prove" should be at least 10 
years. Re-seeding must be with native grasses because of those same cycles. Only 
native grasses can survive long term under those conditions. A landowner with 
damaged surface that is not correctly reclaimed, should be entitled to have their 



same cycles. Only native grasses can survive long term under those 
conditions. A landowner with damaged surface that is not correctly 
reclaimed, should be entitled to have their attorney's fees paid if they have to 
appear in court to enforce the developer to have the reclamation agreement 
honored. 

4. Also in regard to reclamation and bonding, a surface damage agreement 
between the developer and the landowner should be required to be in place 
PRIOR to any development taking place. The proposed legislation does not 
cover this at all. The state requires it for state lands and private landowners 
need to be afforded those same rights. 

Thank you for the opportunity to make comments on the proposed bill. Split estates 
usually favor the development companies over the landowners, with thoughtful 
legislation we can help protect our land for those who inherit it. 

Yours sincerely, 

'Christine Valentine 
- 

cv/cv 
cc: file; t t  
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Legislative Environmental Policy Office 
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Helena MT 59620-1 704 
Phone: (406) 444-3742 
Fax: (406) 444-3971 

Dear Mr. Everts: 

www.montanapetroleum.org 
Telephone (406)442-7582 

Fax (406)443-729 1 

The Montana Petroleum Association (MPA) offers the following 
comments on the draft report of the House Bill 790 subcommittee of 
the Environmental Quality Council. MPA represents a significant 
number of oil and gas operators in Montana and those companies 
are listed in Appendix A. 

MPA appreciates the work of the HB 790 subcommittee and 
especially the willingness of the subcommittee to visit the areas of 
our state where oil and gas production is occurring. MPA has acted 
as a comment coordinator with our member companies to avoid 
duplication and reduce the workload for both Legislative Council 
staff and our members. Although individual companies may 
choose to submit comments on their own, these comments 
represent the collective work of our members. 

To help understand our comments, we have used the exact text 
from the report. MPA comments, both specific and general, are in 
red. 

Finding: Industry representatives and some landowners testified 
that requiring surface use agreements and mandating what should 
be included in them 

. . 
is not the 

current practice in the overwhelming majority of negotiations and 
could disrupt the orderly process. Testimony showed that process 
is currently working well in all but a few instances. They also said 
such provisions could limit what could be negotiated. Others 
advocated that surface use agreements be mandated and put in 
writing. 

MPA believes this language more accurately represents the sum of 
the testimony. 



MPA believes that this language should be deleted. While it may reflect comments made by 
individual subcommittee members there was no action taken on this recommendation. 

Finding: From site tours in Havre, Sidney and the Decker area, it is clear that 
conventional natural gas, oil, and coal bed methane operations have different effects on the 
surface. Even different types of oil drilling operations may have unique surface impacts. 

It is a fact that is central to industry's concern over a one size fits all approach to split estates 
that different drilling operations do have unique surface impacts. The inclusion of the word 
"may" suggests that this is not true. 

Finding: There exist several current funding sources for remediation of sites. #ha.t&x 
. Those sources include the Oil and Gas Production 

d C A ;  the Reclamation And Development Grants 
Program, 90-2-1 13 (2), MCA; and the Coal Bed Methane Protection Act, 76-1 5-905, 
MCA. 

Excess wording that confuses the fact that there are numerous remediation funding sources. 

. . 
Recommendation: Based on the findings, there are no recommendations. stk#&we 

MPA suggests that the words "at this time" be deleted. This report, when finished, will be the 
work product of the subcommittee, and no further work is planned. 

Recommendation: Based on the findings, there are no recommendations aHHs 
h 

Same reason as above. 

Finding: There exist some statutes specific to coal bed methane operations, 
including 82-1 1-1 75, MCA, which addresses CBM wells that produce ground water and 76-1 5- 
905, MCA, which establishes the coal bed methane protection program to compensate private 
landowners or water right holders for damage caused by CBM development. 

Recommendation: Based on the findings, there are no recommendations aH4k 
time7 

Same reason as above. 

Finding: The law governing split estates in this col.~ntry lwkk- provides that in 
order for the mineral right to be recognized as an asset, there must be reasonable access to it. 
That In other words, the mineral owner must be allowed onto the surface. But the owner of the 
surface also has rights and is entitled to damages caused by the extraction of the mineral. 



The wording changes in the Finding increase clarity. This recorrlmendation should be deleted 
throughout the report for reasons we have previously stated. 

Finding: The Montana Board of Oil and Gas Conservation considers water pits and 
impoundments to be regulated under this statute and the rules that enforce it. 

. . 
Recommendation: Based on the findings, there are no recommendations. zMhs4we 

Same reason as above. 

Chapter 1 - Split Estate and Coal Bed Methane Issues 

The change in the title is a style suggestion which MPA thinks is more fitting to a technical 
report. We also suggest you strike the all the above language including the graph. The 
instructions to staff were to make a short concise report. This language leads to a speculative 
conclusion that does not add to the report. 

Because mineral rights were reserved under the Homestead Acts, the federal government is 
the largest owner of minerals. In Montana, the Bureau of Land Management owns nearly 8 
rrlillion acres of surface land and administers more than 37 rrlillion acres of subsurface rights, 
which are typically leased. About 5 rliillion acres of BLM oil and gas deposits are under private 
land. The state of Montana, which also leases mineral rights, owns nearly 5 million acres of 
surface lands and mineral rights, and about 1.3 million acres of only mineral rights. Private 
owners may sell the surface to one party and the minerals to another. Or, the owner of an 
estate may sell the surface but retain the minerals. Between federal, state and private 
ownership of either estate, there could be any combination of ownership. For more information 
on the distribution of federal split estate lands, please see Appendix E. The breakdown of 
state-owned split estates is contained in Appendix F. 

MPA brings this paragraph to your attention because the numbers do not add up to what is in 
appendix E. MPA offers that individual agencies do not "own" federal lands, the citizens of 
America do. BLM and other federal agencies are responsible for their management. Further, 
why are the words "which are typically leased" in the paragraph? A possible change may be: 
"In Montana, the federal government owns approximately 26 million acres of surface land and 
more than 37 million acres of mineral rights. Approximately 11.7 million acres of federal 
minerals are under private surface. The Bureau of Land Management manages all the federal 



minerals and approximately 8 million acres of the federal surface in the state. 'The state of 
Montana . . ." 

In accordance with HB790, the EQC appointed six members from the council to serve on the 
Split EstateICBM Subcommittee, including Sen. Mike Wheat, the chair, Sen. Dan McGee, the 
vice chair, Rep. Norma Bixby and Rep. Jim Peterson. Public EQC members appointed were 
Brian Cebull, \.lkr\. A petroleum engineer e# from Billings; 
and Doug McRae, a Forsyth-area rancher. 

The EQC members of the HB790 subcommittee recommended, and the co-chairs of the EQC, 
with concurrence from the vice co-chairs, appointed: Connie Iversen, a landowner in 
Culbertson; Joe Owen, a Billings petroleum landman; Jim Rogers, a Colstrip landowner and 
supervisor for the Rosebud Conservation District; Lila Taylor, a Busby rancher and former . . 
lawmaker; Bruce Williams, a ?rcAt&kW&,a 
petroleum engineer based in Sheridan, Wyo.; and David Woodgerd of Stevensville, an 
attorney 7 

MPA questions the logic behind singling out industry members with their place of employment 
as opposed to their expertise. Please consider the above changes. 

Chapter 3.. .. 

MPA challenges the use of the selected media clips being included in a report on the activities 
of a legislative sub-committee. Such inclusion is inconsistent with other previous EQC reports. 
MPA asks for deletion of the above paragraph in chapter 3 and the removal of appendix H. If 
not, then we request that all clips be included in the appendix. 

Chapter 5.. . 

Montana law contains numerous afe statutes that apply to oil and gas 
development in the state. m. 
Please consider a suggested style change in the first sentence. The second sentence is 
vague and not supported. Supporting the statement requires a significant effort and we 
suggest it be deleted. 

Since 1987, the MBOGC and the BLM have been coordinating their decisions on drilling 
permits. Under an agreement, the MBOGC accepts BLM approval of drilling 
permits for federal minerals in Montana. 

MPA believes that accepts is a more accurate description of MBOGC action on federal 
minerals. 



Presentations 

Many of the subcommittee meetings included presentations scheduled by the panel as well as 
impromptu presentations during the extensive public comment periods. Following are brief 
summaries of those presentations solicited by the subcommittee. Many presenters also 
answered multiple questions from the committee. Those responses, summaries of all 
presentations, as well as audio recordings for those made in Helena are available on the 
subcommittee's web site: www. leg.state.mt.us/css/lepoI2005~2006/su bcommitteeslHB~790 

Sept. 15, 2005, Helena 
Jeanie Alderson, an eastern Montana rancher and member of Northern Plains Resource 
Council, said the 10-day notice requirement is too short and should be modified to one year. 
She also said landowners should be included in all leasing decisions before development 
occurs, landowners should be notified when their minerals are leased, and arbitration should 
be utilized in the event damages are incurred by the landowner. Alderson suggested a bond be 
implemented to protect surface owners in the event a company disappears and leaves the 
landowner with substantial damages. 

MPA lists the first part of this section as an example. We do not think that this entire section is 
necessary. The minutes and taped recordings are available for anyone who chooses to 
research them. By pinpointing certain exarr~ples there is a suggestion that these are more 
important than other parts of the testimony on the record. MPA suggests that you leave the 
record stand as is and let interested parties research the record if they so chose. Please 
consider deleting this entire section. 

MPA appreciates the opportunity to offer comments to the report and commends staff for the 
volume of work produced by the committee. 

Regards: 

David A. Galt 
Executive Director 



Appendix A: 

Aeon Energy Corp. 
Anadarko Petroleum Corporation 
Ansbro Petroleum Company 
Athena Energy 
Ballard Petroleum 
Bear Paw Energy 
Beartooth Oil and Gas 
BP America 
Conoco Phillips 
Decker Operating Company LLC 
Devon Energy 
Encore Operating LP 
Ennerplus Resources USA 
Fidelity Exploration and Production 
Golden Oil Company 
Great Plains Resources 
Hancock Enterprises 
Tom Hauptman 
Helis Oil and Gas 
Klabzuba Oil and Gas 
Luff Exploration 

Marathon Oil Company 
Montana & Wyoming Oil Company 
Mountain Pacific General 
Nance Petroleum 
Northwest Energy 
Omimex Canada Ltd. 
Petro Hunt LLC 
Pinnacle Gas Resources 
Powder River Gas 
Quicksilver Resources Inc. 
Rocky Mountain Gas 
Dave Schaenen 
Shell 
Solenex LLC 
Somont Oil Company 
Spence Accounts Inc. 
Stone Energy Corporation 
Suncor Energy America 
True Oil 
Whiting Petroleum 




