MINUTES OF THE MEETING
NATURAL RESOURCES
MCNTANA STATE SENATE

February 20, 1979

The seventeenth meeting of the Natural Rescurces Committee, a
joint hearing with the House Natural Resources Committee, was
called to order by Representative Arthur Shelden, Chairman of
the House Natural Resources Committee at 10:15 A.M., on the
above date in the 0l1d Highway Building Auditorium.

ROLL CALL: Senator Roskie, Chairman of the Senate Natural Re-
sources Committee requested that roll be called for the Senate
Committee. Upon roll call all members were present with the
exception of Senators Dover, Brown, Jergescn, Lowe and Story.
Senator Brown arrived late and attended part of the hearing be-
fore having to leave again. Representative Shelden then asked
the Committee Secretary for the House Natural Resources Com-
mittee to call the roll for the Representatives.

Representative Shelden then introduced Senator Roskie to the
visitors and informed those in attendance that both the pro-
ponents and opponents would be allowed about an hour to testi-

fy. See attached visitors' register for names of visitors present.

CONSIDERATION OF HB 792: "An act to establish compensation for
the surface owner due to the damage to the surface and inter-
ference with the use of the surface arising from o0il and gas
drilling and production; and providing an effective date."

Representative Shelden called on Representative William Day,
District 54, to present HB 792 to the Committees. Representa-
tive Day informed the Committees that Senator Thiessen had a-
greed to be the co-sponscr of HB 792 but had been out of state

at the time of its drafting so that was why his name was not on
it. Representative Day said he had requested a suspension of

the rules so that Senator Thiessen could be considered the co-
sponsor of HB 792. Representative Day said that HB 792 addresses
a problem that is long overdue and then he called on Senator
Thiessen to comment further on HB 792. Senator Cornie Thiessen,
District 27, said that HB 792 is a matter of providing some
compensation for the ills people have suffered as a result of oil
and gas drilling and production for the past several years.

Representative Oscar Kvaalen, District 53, also spoke in support
of HB 792.

Representative Day then called on Mr. Zack Stevens, Montana Farm
Bureau, to speak in behalf of HB 7%2. Mr. Stevens said he sup-
ported HB 792 and called on Mr. Sherrill Henderson to speak in
behalf of HB 792.

Mr. Henderson, a rancher from the Sidney area, stated that he
supported HB 792. He said the young people today need some type
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of protection when they buy a ranch to operate the land, because
they are unable to make a living on the land when the oil wells
come in.

Ms. Vera Henderson spoke in support of HB 792 and said she did
not feel the present program of 0il production was fair to the
landowner. She said one compensation payment is made initially
at the time of digging the well and then no further compensation
is made.

Mr. Norman Nelson, President of the Northeastern Montana Land
and Mineral Owner's Association, spoke in favor of HB 792 and
submitted written testimony (see attachment) along with some
additional information.

Mr. Dennis Wick spoke in support of HE 792 and submitted written
testimony (see attachment) along with some additional informa-
tion.

Mr. Hugo Asbeck, Fairview, Montana, spoke in support of HB 792
and submitted written testimony (see attachment) along with some
additional information.

Mr. Russ Denowh, Sidney, spoke in support of HB 792 and sub-
mitted his comments in written form (see attachment).

Mr. Ray franz, Sidney, spoke in support of HB 792 and submitted
his comments in written form along with some additional infor-
mation {see attachments).

Mr. Sam Ritter, Sidney, spoke in support of HB 792 because he
anticipated some drilling on his property and was concerned about
what the outcome of that would be.

Mr. Carl Dynneson, Sidney, spoke in support of HB 792. Mr. Dyn-
neson stated that he now has 11 drilling sites on his l1and and

17 pipelines for a total of 65 acres that are now unproductive,
part of which was a good hay meadow that he can no longer harvest
because of the pipeline that crosses it. He also said that he
had an 1800 acre pasture that he was forced to remove his cattle
from because it had been polluted by o0il spills. He said there
has been no re-seeding around the drilling sites as was stated in
the contract with the company. For these reasons he feels it

is high time he received some compensation from the 0il companies.

Mr. Stan Morlowski, Sidney, Montana, also spoke in support of
HB 7¢2 and submitted his comments in written form (see attach-
ment).

Mr. Ray Smart, Sidney, spoke in support of HB 792. He said, he
now has two sites and two roads on his place with no compensation
fer any of it.
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Mr. David McMillan, Sidney, spoke in support of HB 792, and
submitted his comments in written form (see attachment).

Mr. J. Kermit Peterson, Sidney, spoke in support of HB 792
and submitted his comments in written form (see attachment).

Ms. Charlotte Edwards, Broadus, representing the Powder River
County Farm Bureau, spoke in support of HB 792.

Mr. Pat Smith, Northern Plains Resource Council and their 10
affiliated organizations, spoke in support of HB 792 and said
he felt it was certainly a step in the right direction.

Mr. John Redman, Smith Creek Coop~-State Grazing Land, also
spoke in support of HBR 792 and stated that it was discussed at
their annual meeting and they were all in support of it.

Representative Shelden then called for any opponents to HB 792.

Mr. Don Allen, Montana Petroleum Association, spoke in opposi-
tion to HB 792 and submitted his statements in written form
(see attachment).

Mr. Richard Beatty, attorney, spoke in opposition to HB 792.

Mr. Beatty said he has represented both independent oil operators
and farmers and ranchers and doesn't feel this legislation is
the answer for either side. He said this bill would affect a
lot of well established laws and will take away the right of
the farmers and ranchers to contract for damages and compensa-
tion.

Mr. James Haughey, attorney, also spoke in opposition to HB 792.
Mr. Haughey said he was convinced this legislation was uncon-
stitutional, but is also basically unfair and wrong. He also
pointed out that Montana has imposed the highest taxes on oil
production of any state, and if the 2 1/2% is imposed it will
practically eliminate o0il production in Montana.

Mr. Clyde Logan, attorney for Sam Gary, an independent oil pro-
ducer in Bell Creek, spoke in opposition to HB 792. Mr. Logan
stated that approximately 70% of the o0il in Bell Creek is still

in place. He said that in order to recover that oil it would have
to be done by a tertiary recovery project which is very expen-
sive. He said if another 2 1/2% were added on top, the tertiary
recovery projects would not be done at Bill Creek. He then
pointed out what would be lost to the state of Montana in tax
revenues 1if these o0il production projects were not undertaken.

Mr. Raymond Peete, attorney for Charles W. Austin, Brownlie,
Wallace, Armstrong and Bander and Robert Nance and Associates,
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independent o0il producers out of Denver, also spoke in opposi-
tion to HB 792. Mr. Peete also pointed out the costs of ter-
tiary recovery projects and the revenues that would be lost to
the state if oil production projects have to be curtailed as a
result of the 2 1/2%. He then gave some examples of how compen-
sation has been given to some landowners he has represented.

Mr. Bill Vaughey Jr., attorney representing a small natural gas
producer from Havre, also spoke in opposition to HE 792. He
gave some examples related to Tri-Central Wells and how they
have handled compensation to farmers and ranchers. Mr. Vaughey
said that damages were assessed over a period of years and the
producer would pay the farmer for the damages during that period
of time. He also stated that this bill would be a deterent to
exploration in Montana.

Mr. Kneelon Teague, an independent consulting geoclogist, spoke
in opposition to HB 792 and he said he felt the problems ex-
pressed thus far during the hearing were peculiar to the Sidney
area. He also pointed out that most of the problems expressed
were from people who do not own the minerals and that some of
them have been integrated and solved in the courts. He also
pointed out that less than 1/2 of 1% of the land in Montana is
0il producing.

Mr. David Woodgerd, Department of State Lands, submitted the
written testimony of Mr. Leo Berry, Department of State Lands,
which was in opposition to HB 792.

There being no other opponents to SB 792, Representative Shelden
opened the hearing to questions from the Committee, and several
questions were directed to several of the attorneys regarding
the legal rights of an individual who owns the land but not the
mineral rights.

Representative Shelden stated that the problem appears to begin
with the right of entry. He felt that maybe the ideal solution
would be a negotiated lease of scme kind between the surface
owner and oil driller, and the lease would have to be signed
before the right of entry could be exercised. There was res-
ponse from the attorneys that such an agreement could work
against the landowner as well and should be considered very
carefully.

Representative Day closed by addressing some of the major points
made by the opponents to HB 792. He pointed out that Mr. Allen
had had plenty of time between the drafting of HB 792 and the
hearing to request a fiscal note and he never mentioned the

need prior to today. Mr. Day also listed some of the profits
recognized by some of the 0il companies and read an article from
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the Shelby paper in response to Mr. Teague's comment that the
problems were preculiar to the Sidney area. He then read
77-2-303 (2) from the MCA and concluded by saying he wished
Mr. Berry's opposing statement would have been read for the
benefit of those present.

Senator Thiessen then closed and suggested that maybe HB 792 could
be amended by having the mineral owner contribute to the 2 1/2%.

ADJOURNMENT: There being no further business, the meeting ad-
journed at 12:20 P.M.

/ ] T
/ ¥ ? ot “
/ X o A A _
PR Srard / SRl 7

4
SENATOR GEORGE F. ROSKIE, CHAIRMAN

/
/

;



P 4

y

ROLL CALL

Natural Resources

A

COMMITTEE

46th LEGISLATIVE SESSION - 1979

[ L & Ny W

NAME

ROSKIE, George F., Chalrman

PRESENT

EXCUSED

DOVER, Harold L., Vice-Chairman

BROWN, Steve

ETCHART, Mark

JERGESON, Greg

LOCKREM, Lloyd C., Jr.

LOWE, William R.

MANLEY, John E.

STORY, Pete

THIESSEN, Cornie R.

Each Day Attach to Minutes.

SENATE



P

VISITORS'

<V

HQUSE

CI—;\_. et

REGISTER ¢

© . COMMITTE

. J7Z
': -~

NSOR /()cu/%/

-

Da te

NAME

B S g—

REPRESENT NG

S o R 0
A PR [l R - . LA — € B
- - 7 S{ . (/V ) /,1 -~ o i
%ﬁ* e AN /(-‘ A ,L/,Z_,/L/.lb“ A ! >L (/ o L lt
7 / i - /( z
ot KA Y [J?m . Py - . |
. , j .
//// Pl //}, /‘,:} ,/ i . R s L
1) Y ’
- V‘:l » Fs v""v . l [’j"" < 5/{55’ _A— ..... ),l
WY . ) } i
AV - -
A J L /~ ‘ A !
Y/ N e g /]
pan o Mo |10 ity e WD el v
oy ) - s
l/L" ‘) ;’ .'((4/ ,4/’A’ 6’7 l"l o hS i "‘\
/ / :
[y i .

?

= ,4/1’/11 qu:?S D

/7/\///.4 4054/

/)4 | Uu%

-/

P -~ N ’
e U SOy L/ S
L\‘ 0?«1 s R - RV . A, % e 7/ t
Sy 7 i e . / ) / ) \ :
N AT ay, g ¢’ /
< . . B
< AN 7 ’ / g
/./,-"// T /[ "'/ [ ¢ ,\\ / ‘ '," L8 /;‘," L / '/, //*v {./f'/ 4
< 7 7
AR ' B
Ve VP / . . P
T L ET Ay ’lé//,;i{',»:f' ’,://1;/‘ C Presa -/!4' <. g . ,/,{ ’_/ ‘/ [
7~ // e A o e N re
,—.\ (/é/ / /’_' ,,/ 7{ ( ( Jioo ! i/ [ / Y
—r - " tan N L N ;
...,"/ ’ ’ g , o , i i
A e /,:'/»/ /. ' - o !
4 ’ ’ s
/ // / - / h / A
. 7 J .
/s / // £ v ./l /o

_<Se ) S

IF YOU CARE TO, WRITE COMMENTS,

l TN T O TVR OSTTTE T T WM T ITY TN T Tt TN m v e e e . e e w

ASK

SECRETARY FOR LONGER

FORM.



AP

l

i v .
! i '

i $
; It
A '

1

~ )] .z

- HOUSE L __COMMIT
P "LL e Date L . J
' _ONSOR S
R f
NAME RESIDENCE REPRESENT.ING SUPPORT | 1,
:-'Z”-‘j A ({/-I’Z)éx < '/‘.'i/ // /':'? '/\Q el :,é /// L.
‘ } oo y ) / - -
ot A oras i er AN P S o0 Lo
/ 4 } : 4 .
/ '/11“ ";/' o /A R S Lo : { "4 Yy > L -
1 4 .
wuya.»;ﬂ /éy 7\_/ {7 y /;/ /-
“ " n) L /)1“.47;’7 }’d A1 122‘{\; \7(7xlb 77LI7 : ( 24 /I ((17// 1 4// -
L haten nu;/p I
y - 3K
}} k\ . ~ ~ - - f/
Lo el Mﬂév ﬁj’('-(‘-;’#ufa t’*t o | A L/ ¢
’ 7/ 7[ /é/t
pw}f% CELLLNZ 2 {4%(;] L/%éxé . z.i/ L
~C / . _ ‘
UM S LA,?fJ4 L XAJA,(AKN/ AL g T ,S‘M 7 //” e
e : ‘
(/VL’}U 5] \J,/v‘(,,_/'L {’k 5(,{ g Lo

2

’S/
4%

1}7 1[7 7o

=
i 2

/'/I;Ltﬁrw\

/Z‘l.(‘('-‘(-" K«‘xu 4 (/{"

é@?%”/f?1£&¢yf7ﬁ\~

/bf /AwAbqu

,Lééfnvp
/

H
' 4 .

~ BRI L
/ /% <
;!éélééa 5i4kz¢)’) 2Tld7‘ljﬁy/' f *¢4;/
% /~ , ‘ / o —"}» e
DN ey Pe e AL oYy
.7 /

g/a’w \

/".
-l

Wphin JHrtlenl oo o, et/
7 _/
S— +
)

IF YOU CARE TO, WRITE COMMENTS

PLEASE LEA

Ve

+ ASK SECRETARY

PREPARED STATEMENT WTTH QUENEMmAD 7

FOR LONGER FORM.

= el =



e ¢ VISITORS' REGISTER £
HOUSE COMMITTEL
- -
AT L e . Date _
.JNSOR B
e ) - At ‘g"
NAME RESIDENCE REPRESENTING SUPPORT;f
= e o ‘i -
//// / 7' (Y // v e ’
VL=t Wit // a7 ’-’ oty TR T ‘/l-// < '
- ¥ ~ . /f
v?/]at(fguf ﬂ7 )},I /'( Y .j{l’»f et [L/"i/’ / K
( /’ IR, .
'-««»wm/ Ihebbo | S Lo Qi . »
.—‘ . R ) 1,1 ) T LA (J._.ﬁj"
":A./‘M ..7/ f\/\{_‘j.— -“g/ s UM f‘:/k) v ~F /( L L. C_}Y"h*t"'“? vy J_._ :’_j / j
) 7 - s\u}‘n}"*“ !
\Zéqézj Q AL¢4Z 'y A /gAf/rM/ . “2527 5//
M‘m; 3 U “C/b ./"‘14. z:kju.‘_ ([‘} Z ‘\A’ . C\ i ! / \}
(\ / th Bl
Phomnd Vb 7 =]
T
x/<zzm anaktégZQHL K oy y e ;
u // 9 . [ FEN\ -/ 7 !
i / (/’ (/ ;("/; : A T . !
.‘L//, e X )( ‘4&.) v O o0 7 /:’ I‘:  d .]’ Ei
j g_—“
l !
| i
j
_ !
| |
S -
!
|
!
IF YOU CARE TO‘WRITE COMMENTS, ASK SECRETARY FOR LONGER FORM.

PLEASE LEAVE PREPARED STATEMENT WITH SECRETARY



- ( ¢
rorm (- 14
-79 P~ -
™ K//- ") //1 ; P I ‘
y 7 v e S
| e ) Ty Wil e BT
P DATE g,

- ,'\m;lu-::,:.:7)//(,/?‘{7‘/;; > v» |

T

WHOM DO YOU  REPRES N e g ler
U J
sSuprpory S OPrOsSE AMEND

-

PLEAGE LEAVE PREPARED STATEMENT WL SECRETARY .

Commeeat o

-

YO0k N
Wty e Lo L letnie et e MY Jeed) oy



yril

79

-

L e

3

i

e 4

- .
) ) .
-} // /‘“ /s {1 BN N
AR C,"Cv‘\f' ’V;,///f/‘

wWHOM Do YO

soirborr e

PLEASE LEAVE

Comment

,.’/ .,/
.-

sl -
D Sy D 2
ANDREGG L 7 e

I

RN

PREPAKED

V4 {

s

arPane

SUTATEMENT

WLTH

SECRITARY.

_AMEND

-~
R N
4 /'—/ ,A»
!

Pad
OATE . /
- R,
7



Form Cs-34
L"79 =2 -~

™ >
AR Ku <s et/ *DQ/'? oW L‘ bl N 790D , ‘

- pER s=mmeyt S/dneq  Monml. L pATEZ 20075

WHOM o YOU  REPRESENT -77]L Z/

srirboper \‘; IR NEI N - AMICND )

PHEASE LEAVE PREPARED STPATEMENT WITY SECRETARY .

Comsent e




ko >
ra CS- 14
9
- /‘.i . P oo /, T . ’-'\ ’0 .
NAME /—‘-~”"7 Lo “"/ oo bl N, ‘ P
A 2o ATl

DATE

-, .
WHOM DO YOU REPRESENT S, 0

surrory 7T orron __AMEND

PLEASE LEAVED PREPARED STATEMENT WL SHCRETARY.

Comtent o



-,

Form ¢s=343
~T79 -

'i‘?

> — . . s -
AL o ) - , VP e e
HAE -’f"/;««rc/f o S Pl NoLat 2T sl

cetat - ? 4 -7 . r:‘ /~ . Ly e - e - -
- NI TIH L ot gy Lo ety A ONTE - P

iy 7
WHOM Doy YOU PP RE N ,/"é/

supporr &7 Orron AMEND

PLEASGE LEAVE PREPARED SPATEMENT WHTH SECRETARY.

s
ot

Conmttie g b e cjc/;‘ ——/@Z;z‘x-—;; 4';—_24 ﬂrzé}/ /c"(;d {;‘::y/’j' .{f/_-{_,
A ; v/ 7 ‘—v;—-';':/ 4 .__,.,.. <
%ﬂf/d/ e (o e L e il ol e a?/%/@




yrm Us- V4
79 -

s

7
é‘ Ve P
HAMLE ﬁ/(,4444—1,'f . farrr L 73

=7
IRV

oy b b N

i xl“"

[ e r e
72 o BNV - 4:7‘,»/ re < AT e
ADDRIEL G ASeax 2 S ’ ‘/

_ bATE.D e

7/
WHOM DO YOU  REPRESENT ‘/‘67
Id

Surrorr é_/ Orros AMEND

PLEAGE LEAVE PREPARED SPATEMENT WtH SECRETARY .

tronmient



K
Form Ch- 14
-79 e g " -
( ! \\ 3 K4
-~ N g
SN N A | S T
o ,\ R TP e ‘ : g
NAMS Q.,( N E B bl N, 77 -
T v ' )
RNy

AR CDATE T -«

A

WHOM DO YOU  RED RS 1N e

sSuproRreyr é_ OPPOsSE ' AMEIND

PLEASE LEAVE PREPARED STATEMENT WL SECRETARY .

Comment e

= (6 eai —".j

)
v ‘Y . <
e o P I e <Ee ot
P - AY
- . ~— -
[Cpee? lt ozr? P R S A SR ST, (¢ / o 7 T«
A
; - .
. . - for L - - /
N N : N ¢ EaN4 o ¢
.
~ £ ‘ '
‘(, , V2 ; . i .
Iy - £ S . .,/z" Lo ;
t 7/ ; i ’
s ~
[ 3 ' /
N A Y R T A . Ot . oA ;0 ' - ! :
y

. ] Te
- - 2. .f'_.:' ¢. / {' ot "
2 {j\(/,/‘/(c P L 4/) ’f{_,/~LCLl(- T P -

G PR ;;{“f/‘—"(' oo goe b .'/. {’/

~.

.
Cosie je s e e ¢ ¢
= '{
bi
- ;
Clr el
A SN
[ ; . . :
N r
K' ,';V("‘('( ‘ 4 e~ oz ‘
/
,
/
. 4
[ ]




yrm Ch- 14
.
e Tl ' {"“,A“—_ A

19
kj*“‘

"H\"/; . /\ _;-)‘ .
o _D/\'I'li o

NAME
I// N P T .

AbDRIZGS LA oS s

REPRESENT AP

YOl

AMEND

WHOM o

SurroRe //\ N orione
PLEASE LEAVE PREPARED SPATEMENT WTH SECRETARY .

Commoent o



Form (4- 314
-79

A

P
AP,

4
‘

/
11/

T / (xdi g, JE N Pl N A

. Lo s

ADDRED (:Z/_,_/_{/,j-/,\// , )/L7 AL e _ o 2

S

1
WHOM Doy YOU REVRESENY '//Lhzlqu/f" // pﬂ,?:é,‘w “‘,v/’(/, ///7’///// REReS

3 ot hem J_/)L/ )
SUPTORT \71\ OrPone AMEND

PLEASE LEAVED PREPARED STATEMENT WLTH SECRETARY.

Commoent ¢




-~
s

orm Cu- Vo -

79
~ -
d

7 s, )
' '/, Jé res / . S R4
1AM (‘///}l. P - " L S /_«;{:' > 2. )

ADDRESS //(,éa(, , o bameE
- 2 . ' ‘
WIHOM [ YOUE RPN /4‘/%“" ‘/4“"3 S 4’:1 (L,%

SuprpoRry a oo o o _M_/’\MI'ZNU__‘.

PLEAGE BEAVE PREPARED STATEMENT WETH SECRETARY .

Comtend e



™ snu\:.x?’c SRR AT
(3 AMIY FH‘[““
MonREsG T 0T !
WHOM Do YOU PRI S Lr
CurroRe B orrose o X
PLEASE LEAVE PREPAEED STATEMENT WL
oo n ) 2

™

b o,

HECRETARY .

AMEND

Sl



ra (- 34
9

o s -

/(Jﬂ é/ﬁ/d.o
ADDRETS eﬁ/l/ . DbATE ,? 20»7’

HAMIE Q//aé c //’x/ o B T2

WIOM DO YOU  REPRES N Jﬁw éﬁ?ﬁf'/ ﬁc;_// @/‘cc/(/
supporey o OPrProny ) AMEND

PLEALE LEAVE PREPARED STATEMENT WLITH SECRETARY .

Comme st o



. "

orm (h- V4

79

, )

3 o) s ) 7 N

/ HAMI /{ Gy g e AN l e -~ s b Na, NIV

. s 4 ] s ; '
Abbrin 25cr 0 EA Lo L T ey Ald DATE "«
_ rrpa L6 A
-

Sy o = T el e
WHOM DO YOU REPRESENT CAre, 07 dasf o g

v y / 7
I";M /r//:?. ri-z J'/,’(c &/«I:?} O SN A I 4

s - s e
SN R S S RN

o

s /‘vr e /‘\—"‘? PSR b4 ,.// ‘:')f,// ‘
- o € s u 4 ’
SHITPORY oriose L AMIEND

PLEASE LEAVE PREVARED STATEMENT WUTIH SECRIVTARY .

Comtie et o



ran CH- 34
9

\\) 4 “J » % \ -

aame W) < FL- Y BRWEREY AR T Aaﬁnq.‘?\
\?

a0 50w tl, Haure, AT sa ot ,rm'l'f:}/’_w/"-v

WHOM DO YOU [P RIS R }'\\:g{-:(‘-‘: B0 THDET. VAT, PRedh.

SuProRer | arrony ~\/  AMEND

PLEAGE LEAVE PREPARED STATEMENT WP SECRETARY.

Conutient <



Form Ch- d
i-79 - . )

_.“A

/ / | |
LAMIE \//p’[/ffej /7/([}//](-_’47 P we ﬁ,??iz '
Avbiens Bx2429 b//(ltt:js M

WHOM Do YOUE R RN \S—t’/f

LU i} orironr 27 AMEND

PEEASE LEAVE PREPARED STATEMENTD WL SECRETAKY .

Constent s




‘e (5=
) - “

HAMY 0&’ "/',‘0{ //I’(Q %jéﬂ_’/( SEREEREE 7?,2

ALIDRIES //é/‘“dﬁf B

/ S, ;-
WHOM Do YOU REP N &«?/77‘ o S¥hve /‘/,‘,j”ézf_f_”L
SorPoRy o Orione )( AMEND

PLEASE LEAVE PREPARED STATEMENT WEHTH SECRETARY.

DATL

Coutient e



Form Ch- ¥4 _
-7; 57/’7 \& 4 4 |

\D ,57;27 NAMI &f s W’Zj - ‘H N% 70 é/
) A Qpﬂ’}/,«‘vM | S DA”,,(?U 20 - '

WHOM DO YOU [P RN Wj“@
sorrorr L orrone _ AMEND

PLEALE S LEAVED PREPARED STATEMENT WLTH SECRETARY. {

Cotmtent o




I

79

Us-

- ~

~

4

-_—
3 e,

lJ/\vaib"v"%) L Aunen TR ir}\‘% =

Abhiesn S i: ETROLBam ?).".“)C‘»)-—‘?)‘U-\QQ% . DaTH “.‘7/39/_{.,{
WHOM DO YOR REPRES R V\D&JLM& ‘—PGTRDLERV‘ Bssoc.

Shthroner o HI’I'():;H“ \/_' o _/‘\MI-ZN!)’A

PLEASE LEAVE PREPARED SPAPEMENT Wiy SECRETARY .

Conmunenl o



orm 8- A
79 i

. . , /
/) / N / o //)) P /'. « L/~ 1} | Vi s ‘
AR ‘;fécc'\—"a'l P e R TR S

; -

. - /J s . '
—— 1o ‘ Y y, 7
AL DRSS .,,;’,lc“— PR PR C -/-/c‘}/ R _J_Icf“-"‘/ . /U(/_L

-~

A b s
DATE L= Ac- 07

J .
/ .
WIHOM Do YOU [P REZDENT V,.,V e é/

supropr o T orrosis AMEND . L

PLEASE LEAVE PREPARED STATEMENT WLTH SECRETARY.

oo nt o



A
1
3¢
()
Ve

3
@

A
i
Y
[t

P

b

I am Norman A. Nelson, President of the Northeast llontana Land
. . . - - ) ya R
and Mineral Owners Assoclatlon, 1Inc. :Df-légaﬁ,fe,;i )hj‘\
/
I would like *to thank the members of this Natural Resource

Committee for allowing thils Association time to support

H.B.# 792.

We are not against oil and gas development, but we are
opposed to some of the tactics used by some of the oll and
gas companies . Especially their method of compensation for
damages. This is usually a one time payment, which in the
Association's opinion, is unfair.

We have worked with different oil and gas companles in the

past four years since our existance, and have made steps
foreward.

The association has a good working relationship with Mr. Don
Allen, Executive Director, Montana Petroleum Agssociation. We

. have contacted him on numerous occasions about problems with
salt water being dumped into fields, pastures, and into
natural ponds. Through the efforts of the EQC, this problem
in now a minor one in Northeast Montana.

The attitudes of certain oil companies has been deplorable.
Often, they would prepare a site without asking permission
to be on the land of the surface owner. If the surface
owner was fortunate to receive any payment for the damages,
it was usually such a small payment that it wouldn't begin
to cover loss of production . In the past four years as
chairman of the Association, we have recelved several
complaints of o0il and gas companies unwilling to pay the

surface owner any or enough money for damages and interference
on his property.

It sure is a loss when you cannct grow any crop or vegetation
on your land for twenty years or longer because of a dry
hole or o0il and gas production on your land.

The payments made by companies in our area for damages range

from nothing to $500.00. (Copy of check.) Our farming °*
corporation was offered $500. 00 for damages.

I would like this committee to study the coples of the letters
from the 0il and Gas Commission that I have distributed. The
purpose is to give you a first-hand view of some of the many
problems that exlist due to mineral development.
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Notice thzai these letters contaln complainis of dead cattle,
ruined hayland crop, ard land unfit to larm All this i
caused by improper wmineral development practices. And 1
most cases, payment offered by the companies wouldn't
begin to compensate the lanowner for his loss.

On Feb. 9, 1979, I attended a meeting in Sidney, Mi. where
more than 300 people were in attendance to discuss mineral
development related problems. You do not get 300 pecple
at a meeting unless there are problems.

We do need H.B # 792. It sure would create a better working

relationship between the surface owvner and the company
involved.

The association would like to see this bill passed so it
- includes all wells now in production. After all, these

wells represent the past damagesthat have created

In areas of irrigated land, a one time payment may even
force the land owner %to gc broke 1f they do not have the
mineral acres. The oll companies attitude has been to pay
nothing for the use of the land, although the surface

owner must continue to pay taexes on the land that is of
no use to him.

Our family farm negotiated with Sun 0il. Co. to be paid

for loss of production annually. They said this was unfair
and paid $500.00 for a well that has been in production
since September 9, 1963. I have a copy of that check and
also a letter stating,” $500.00 was paid as a full and
complete settlement of any and all damages that occured as =a
result of drilling sald well and the future right of use

the land for operations". I am sure the o0il companies here
will say they always pay thelr land damages, but most

often they are not falr or just.

Our Association has it's own Drilling Site FPolicy, which

if honored, would take care of the past, present, and future
problems. But sad to say, most companies don't want to,.
honor it. We also have our own 0il and Gas Lease and Pipe-
line Easement, plus each month we publish a NEWSLETTER
that is sent to all our members and mineral companie
of the area.’
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H.B.# 792. Thank you for vour tinm
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mr. Stenley Jensen
westby
Montana 59275

Dgar Mr. Jensen:

Wz wizh to thenk you for eppearing befors the Board of 0it and Les Conservation on
soril 17, i875 and bringing to the:r attention the complaint described in your
tevtar of April 2, 1975, Me slso wisn to thank you for your time and consideration
given to ~ur Mr. Jos Simenson when nhe visited witn you on May (5, 1575 In order to
shien more deteils af {he compleing,

Mr. Simonson has advised me taat the pit referree ‘v vayr complaint is an old
reserve pit in the S&; section 21, Twp. 35#., Rge, >5t. thet has now been filled,
wrwever, no crop s produced in the oit prea. Hr. Siwonson elso advised me that
you have been paid damages on spproximately one acre of damaged land st the pit
iocation, Mr. Simonson has alsn adviced me that another pit in the HE SW Section 21,
Twp. 35M., Rge. 54E. dug by Seratoga Production Lcmpany hss altered the surface so
that crocps do not grow in tne pit area. Saratoga has paid no damages to you at

thhis fecation,

43 set forth by Board Order Mo, 17-75 the Board has no authority to &ward damages
nor edjudicate private disputes between surfece owners and companles or individuals
who drill for ofl and gas. In 2n effort to promote better relations betwszen surface
owners énd oil companies in northeastern Montana, we are asking Saratoga Production
Company to investigate damage claims with you {n tha erca of the plt in the MEL SWE
Section 21, Twp. 35N., Rge. 53E,

We sincercly regret the damage that has taken place on your land., At the oresent

there is no known practical method of restoring soll demaged by salt water or salty
muds. We are In the process of promulgating new rulas which we belleve will m!nimtze'
similar soil damage in the future.

If we can be of additional service to you In matters relating to oil and go3 cperatlo'
pleage contact Mr. Joe Simonson in Glendive, Montana. The phone nurher s 365-1532,

cc: Mr, Frank Hiestand Very truly yours,
Mr. Morman Kelson

Mr. Joz Simonson
Judson T, Swest by John H, Hughes

Petroleum Enginser
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¥r, Morman Gvergaard
westby, Montana 536275

bear Mr. Uvergaard:

¥z wigh to thank you for appearing befors the Buard of Gil and Gas Lonservetlon
a2n Aprll 17, 1975 and bringing to thelr attention the complsint described in
letter of April 1, 1975, We aiso wish to th2nk you for the courtesics

ded to our Hr. Joe Slwmonson when he vislted with you on May 8, 1875 In

. o obteln more detail into the nature of thes compiaing,

Aan

2o

sleonson has advised me that the plt referred to In your complaint Is an
‘4 reserve plt now used In conjunction with the ouperati-a of 9n injectlon
w21} -~ the No. | Saratogs~uvergaard ~-- locates in the nW WY Section 20-364~580.
vie hes also advised me that this pit has been reduced In size and Vlned with
art impermeable polyethelene type waterial since ths damage occurred,

45 set forth by Order 17-75 the bBoard lLias nu authority to awaerd damages nor
zdjudicate private disputes betwsen suvface Fonurs and ol and gas opersters,
rHowever In 2n effore to promate peace wnd haermtny betwsen surface awners and

oi) companies In ncrtheastern Mant=na, we ar- wryinyg Lotton Petroleum Corporsiion
Lo expedite settlement of your daaasge claim,

¥e sincerely regret the damage that has resulted ia your land due ro Improger
nandling and storing of produced brines In the pasi. At the prezent tCline there
is no known feasible method of restoring seil demagad by sall water and tihe
damage wili probably re.ain for 2 leng geriod of tinme, We are in the process
of promuigating new regulations which, hopetully, will mininlze similar
occurrences In the future,

1f we cen be of additional service (0 you in matters relatling to oil and gas
operations, please feel free to contect Hr., Joe Shronsan in Glendive, HMontana,

Hizs phone number is 365-3592,

Yours vary Lruiy,

Jos/la _ Judsoa b. swest
¢cc: Mr. Frank Heisiand Cerroipur (nainesr

Cotton Petroleum Corporation

Mr. Norman Nelson
Norihzastern Mortana tand & Mineral Gwner’s Associat ion

M Une Simonson
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Mr, Frank Kiestand

Cotton Petrolaum {orparation
2831 South Golden Way
Denver, Cclorado 80217

Semar Mr, Hlestand

On Aprit 17, 1975 the 8zard of 011 and Sas (onservation of the Stare of Montana
convenad in Plentywood, Montana Lo hear an application by the Jepartmear of
State Lands conceranlng alleged vialar uns of reguiations aad statutes by oil
and gas cpesrators in northeastersn Montana.

Among the severa!l compla’nts heara oy the foard was one sumbitted by Mr. Aormaa
Uvergaard of Westoy, #ontsna. A ~on. of Mr, Overgeard's letter of Rpril 1, 1975
is attached,

w

3

Jur Mr, Joe Simonzon interviewed Hr. Overaaard on Hay 5, 1975 in nrder to obtain
sere detail into the nagure of his complaint. v, Simonson Ras advised me thal
the source of the damaus to r, Uvargaard's p oupirly wis an arilned pit used in
conjunction with the peratiosn of an injeczlor well located in the NW N Sectinn
20-T36U-RSBE, He also advisad s that this pit s now fined with an impermeable
polyethylene type material which should prevent any further sesprge,

As you ara aware, the Board has no jurisdiction Lo sward domages to landowners
nor to adjudicate disputes batwesn surface ovinurs and 01t and gas operators,
However, in the interest of promcting peace and harmany between agricultural
‘aterests and the of! industry In northesstern Montana we urge you to expedite
settlement of damage claims with mr. Overgaard whi- b we underssand are still
sending.

e would appreclate vour acknawlwdqino receipt of his lztter and would welcome
amy comments you may wish o offer in regard to Mr. Cvergaard’s complaint,

Yours wery truly,

Attach,
JoS/1a Judssn G, Swest
cc: Mr  Korman Overgsard Pet-oleus Engineer
wWesthy, Montsna
. Morman Nelsoa-

theastern Mortana Land and Mineral wnors Acsociation
tioy, Montana
M. Joe S'monson

iva, Montana
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Dear Mr. Legerquist:

Kr. Jo=l Lagerquist .
¥e wigh to thenk you for the courtesies extended to cur Joe Slmonson when he vlslted

you on Juns 5, 1975 to discuss In mere detall the moture of the complaint thst you I'
submitted to the Board of 01} and Gas Conservation on &prli 2, 1975,

Mr., Sleanacn hes advised me that three szlt water disposal pits located In the SE SY
$estion 9, Twp. 354., Rge. 5BE. overflowed salt wetar into @ nearby slough, in 1972 Il
these plte were fllled in but grass heos not grown well in the erea of the previocus

pits since the back flll was placed. Tha demdged erea measures epproximately S4,500
tousre fest., Hr. Simonson hes edvised me of the locz of four calves which you &e”‘
died beczuse of lead poisoning.

#r. Simonson hes edvised me of & disposel pit In the SE SE Sec. 9, Twp. 25M., Ree. 88
which overfloved salt water into 2 nearby 2ieugh which in turn would everflow end run
Ints @ second slough., Mr. Simonson reported no plant gremth In or near the two gloughe.

#r, Simenson @lgo told me of salt water demage from tank overflow end line brasks In
the SE SY Sac. S end In the 5W SE Sec. 9, Twp. 35H., Rge. 58E. FHr. Simonson advised
me that you have been pald & tota! of seventy ($70.00) dollars damage when tha water-
{1ood system was instelled but that since salt water spilis hsya occurred later, I'
you feel that you hove not bean properly compsnisted.

As set forth by Eoard Order Ho. 17-75 the Board has no authority to owsrd demages l'
nor 2djudicate private dlsputes between surfoce owners and companies who drill for

oil or gas. in en effort to promote better reistions between surface cwnars end

oil companies cparating In northesstern Montana, we are requesting Cotton Petroloum ll
Compeny and Sun Y11 Company to Investlgats dsmage clalss with yeu In Sec. 9, Twp.

354, , Bge. 58C. W¥a regret the domege thst has occurred In your farm. At the present
time thers is no known practical method of restoring soll damsged by sait water or
salty puds. Ve are In the precess of promulgating new rules which we bellave wlil l
mininize simflar soll damage in the future.

if wa can ba of additlionel gservice to you In matters relating to of 1 and gas cpersticlp
plesse contact ¥r, Joe Slmonson In Glendive, HMontana., Hlz phons number Iz 565-3592

$Inceraily vours,
Judson 8. Sweet by John H. Hughes,Geslogist
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Mr. ¥. J. Turner

Sun 0! Company

800 Securities Life Building
Denver, Colorads 80202

Dear My, Turper:

On April 17, 1875 the Board of Ol and Sas Cerservstion of thz State of Montana
convened in Plentywosod, Montana to hear an application by the Department of Stste
Lznds concerning allegsd violations of reguistion: and stetuvtes by oll e2nd gas
cperstors In northeastern Montana.

fmong the numerous complaints heerd by the Board were those submitted by Kr.
richard Osksa of Westby, Montona, A copy of Mr. Osksa's letter of Rarch 29,
1975 e attsched. in order to obtain more detall esbout Mr. Otksa's complaints,
cur Kr. Joa Simonsen of Glendive, Montana interviewed Hr, Johnson on April 29,

1$75.

On the beslis of Mr, Simonson's discussions with Mr. Oskzs, two of his compleints
requlre corrective actlon by Sun Gil Company. Therefore, In 2cecordance with
Board Order 17-75, you ere hereby directed to:

1. Backflll and restorc the reserve plt used In conjunction
wi*h the drilling of Sun-Oskss No. 3, SE 3W Sectlon B8-T35u-58%,
28 soon as the water recedes and tha pit Is reasonzbly dry end,

2. Either line with an Impermeable marerial the present emergency
pit located at the Osksa tank battery -ite located In the SE
Sect fon 8-T35H-R58E or replace It by backfiliing and installing

satel tankage.

Fellure to comply with the foregolng orders by July 1, 1975 mey result In
penalties as ser forth by Order 17-75,

In #dditlfon to the foregning we urge you to settle any claims that cay stil)
be pending with Mr. Osksa end would appreclate your relaylng to us datalls
of any new technlgques or feasible mathods of restoring land domaged by salt
water spills or seepage Lhat way becowe svallabla,



Mr,

W, J, Turnar

Page Mz, 2
May §, 1375

We wouid gisc appreciare your acknowledging recei;

nf this leccer and

38

o
would wolcome any comsnenis you may ish to move regarding ¥r. Oilsa's
complaints.

Yours very nruly,

sudson . Sweel
Petrolewr o

285/1a

<C !

Me, Richard Osksa
WEsiby, Montens 3%175

MO, WGrWMAan wei$on
Hovtheastern Montacs vend and *iiaral Taper's Aesnnl|
Westby, Montena 54275
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M. Joe Sirueeoo
alendiva, nHontzia
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Mr. Richard 0Osksa
Westby, Montans 52275

Dear Mr. Osksa:

We wish to thank you for appearing before the Board of 011 and Gas Conservation
April 17, 1975 and bringing to thelr attentlon the various complaints outlined
in your letter of ¥arch 29, 1875, We wlso wish to thank you ftor the courtesles
extended our WMr, Joe Simonson when he interviewsd you on April 29:th in order

to obtain more detall about the complaints,

From the information suppiled me Dy Hr. Simonson it is now my understanding

that you did not realize at the time you submitted your letter of Mercn 2Sth
that most of the complaints clted therein had been settled by Sun Gil Company

by making damage paymsnts., it Is also sy understanding that the damaged aree
described In the third paragraph of your letter (Section 17-35N-58F) was
acquired by you after tn: damage had occurred 3nG at the tinme of the ecguisitlion
you were fully aware of tne condition of the surisce and of the inconveniences
and rlsks it might prasanc i the ensulng years.

The foregolng, of course, does not alter the fact that there Is still salt
water damaged areas on your property which will probanly remain for a long
period. Regretfully there Is nc knowa method of restoring salt water damegad
soil short of physically removing It end replacing it with undamaged soil,
Hopefully, with the passage of new regulaticns, we can forestall malpractices
that were permitted in the past and ensure that salt water damage in the future
Is minimized,

Contrary to the fourth paragraph of your letter of March 29, 1975 wherein you
describe a reserve pit as having been filled in, Mr. Simonson has advised me
the subject plt has not been fllled In but is now under water due to rumoff,
On April 30, 1575 Mr. Slisonson tock a water sample from the slough, Analysis
of this sample shows a NaCl content of 475 ppm which Is relatively fresh
(see attachment). Mevertheless we are recuestling Sun to back{ill thls pit
as soon 25 the water recsdes and the plt Is ressonable dry.




Mr. Richard Osksa

Page No., 2
Mavy 5, 1975

We are also asking Sun to backfill and replace with metel tankags or lirne
with an impermeable material, the pit described zs being In the SEi Section
8-35N~-58EF (fifth paragraph) and to expedlte settiement with you of any
damage claims that may stlill be pending.

Yours very truly,

Judson 0, Sweet
P&T o ! aun Eﬂg i neer

Josite
cc: Mr, W. J. Turner
Sun Cil Company

M. Norran Nelson
Northeastern Montana Land and Minsral (riners Assoclation
Westby, Montanua

Mr. Jea Simonson
Slendive, Montana
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Hr. Frank hkisstand
totten Petroleun Company
2821 South Golden way
penver, Colorade 30227

Dasr Mr., Hiestand:

Ac you ere aware, the goard of Gil ard Lax Conserval!on convened In Plentywood,
tlontena on April 17, 1975 ta hear an appiication by ths Separtuent of State
Lands concerning elleged vialations of vegulstions an statutas by ofl and ges
operators in northeastern Montans,

Among the many letters of complaint ¢ntered into evidence wss one submitted by
Mr. Joel A, Lagerquist of westby, Montera.

Our #r. Simonson interviewed Mr, Lagerquist or Juse 2, 1777 In order to obtein mnre
detaliis on the compleint., Mr. Simons> advlses me thet M, Lagerguist complains
about four salt water cisposel pits, il of which have overiloved from time to

time and infllcted damage %o the nazrby soil,

In 19563 Signal drilied the No. | Lagerquisc, SO 8W, Zec, 9, Twp. 35M., Rge. CaE,
Three salt water disposal pits were dug arnd each overflowed Into 2 slough. in
1972 the pits ware filicd in but grass has not grown well hare since. The damaged
area measurss 450 by 210 femt or ahout 94,590 square Feet. The lagerquists ers
unheppy ahout this areaz anc would like t2 see the so!l inproved,

tn 1963 Signal drilled the Mo, GLiagerquist, SE NJ, Seac. 9, Twp. I5M., Rge. S8E.
During 1955 and 1966 the Lagerquists ‘ost “our calves which they heliave were

killed by lead polsoning, Specimen of the calver were sent to the Montana Livestock
Senitary Board and the latter reported cesth due tc 'ead polsonirg,

in 1964 & salt water Injection well was completed In the SE SE, Sec., §, Twp. 35H.,
Rge. S58E. A pit at thls site overflowed selt water which ran into & nearby slough,
The letter would fill up and run into a second slough., HMr. Simonson reported no
plant growth in or near tha two sloughs in question,

Mr. tagerquist compleined esbout sal! water dasmage in two other areas, namely, the

SW SE, Sec. 9, Twp. 35M., Rge, S3E. and the SE SW, Sac. 9, Twp. 35H., Rge. 58%.

Tank overflow and line lcaks has damagad yresslend In the SE SW, Sec, § and wheat-~
lend has besn damaged in the SW SE, Se:. 3, Twp. 3i38., Rgz. S3E. When the waterficod
system was installed, the lageragulsts reaceived approximately saventy ($70.00) dotlars
damages but because of spilis since thet time, they feel that they have not been
fairly compensated,



[

m Frenk Hiestand ( €
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June 23, 1875

The Board of 0!1 and Gas Censervation hes no jurisdiction ts award dsmages to
landowners nor to adjudicate disputes beiwsen surface owners and oil and gas
operators. In an effort to proncte better relations betwsen surface ownars and
oil companies in northeastern Montana, we are requesting Cotton Petroleum Corporation
and Sun 0il Company to visit Mr. Lagerquist and inspect the damased ereas in

Sec. 3, Twp. 35N., Rge, S8E. for the purpase of dus2raining extent of damage and
possible compensstion to Mr. Lagerguist.

Wa would appreciate your acknowledging recelpt of this letter and would welcore
any comments you midy wish to offer In reference 1o Mr. lagerqulist's complaints,

Yours very truly,

Judson D, Swant by John W, Hughee

cc:  Joel Legerquist, wasthy
Worman Melson, Westhy
Joe Simonson, Glendive
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BOUARD MEMBERS

Mr. W. J. Turner

Sun 011 Company

860 Securlty Life Bullding
Denver, Colorado 802902

Desr Mr. Turner:

As you are aware, the Board of 011 and Gas Consarvation convaned In Plantywosd,

pontana on Aprll 17, 1875 to hear 2n apnplicatica by the Denartment of State

Lands concerning a2llegsd violations of regulaticns and statutss by o!l and cas
. pperétors in northeastern Montane,

Amorg the many letters of compieint entered int> evidesca was one submltted by
Mr. Jod A. Lagerquist of Westby, Montena.

Qur Mr. Simonson Intervisuad Mr, Lzcer~.ist on June 5, 1875 in ordar to aobteln

more detalls on the complaint. Mr. Sironson advised me that Hr, lLagerquist complains
gbout four salt water disposal plits. g1l of whicn have ovarfloved from time to

time and Inflicted damage to the naarby sail.

1263 Signa) drilled the No. | Lagerquist, SE SW, Sec. 9, Twp. 35M,, Rge, 58E,
ze selt water dlsposal! plts wers dug 2nd each overflowed into 2 slough, In

? the pits ware filled In but gress has not grown well here slnce. The damage
2 measures LS50 by 210 feet or about 94,500 square feet., The Lagerqulists are
unhappy ebout this erea and would !lke to see the sol’i improved.

in iS63 Signat drilled the Mo, QLLagerouist, SE NW, ec., 9, Twp. 35M., Rge. 53€.
During 1965 and 1966 the Lagerquists lost four calver which they believe were

killed by iead polisoning, Specimen of the calves uare sent to the Montana Livestock
Sanitery Board and the latter reported death due to lead polsoning.

in 1964 a salt water injection well was completed In the SE SE, Sec. 9, Twp. 35N.,
Rga. S8E. A pit et this site overflowed salt water which ran Into a2 nearby sicugh.
The latter would flil up 2nd run Into @ second gslough. Mr. Simensen reported ro
plant growth in or near the two slouchs in question,

Mr. Lagergquist complalned about salt water damage in two Ohe® 2reas, namely, the

SW SE, Sec. 2 znd the SE S¥, S=c. 9, Twp. 35H., Rga. 58E. Tank overflow and line
leaks hazs damaged grassland in the 57 SW, Sec. 3 and wheatland has been damaged in the
SW SE, Sec. 9, Twp. 35M., Rge, 535, Whan the waterflcood system was Installed, the
Legerquists recelved approximataly seventy ($70.0G) doilars damages but becausa of
spills since that time, they feel that they heve not been fairly compensated,

b, . [N



Mr. W. J. Turner
Page Mo. 2
Juns 23, 1875

T

The %oerd of Gll end Jas Conservation oas o) jurissiction 1o awsrd dasieyes ©o
setween surface owners and ail and gas
oparztors. in an sffert ter relations hetween surface wners

and oil companles in northeas n Hontans, wa zre raquesting lotton Petroleum
Corporetion end Sun 0} (ompa *y tu visit Mr, Legerquist znd Tnspect tne damaged
areas in 3ec. O, Twp. 15M., Rge. 53&. for the pursose of deternining extent of
damege end possible compensation to Mr. laa=rquist,

lensowners acr to a2gjuuicaie
*

We would erpreciate your acknowladging racelut of thiz lelter and would welcone
any comments you may wish 1o offur in reference to Mr. lagergquist's complaints,
Yours wary truly,
Forqenn N Seees D b Il D Haebaee

ce: doe! Lajarg et
talsor, Wosibo

] I

Joe Timongon, Clend
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BOARD OF OIL AND GAS CONSERVATION

BOARD MEMBERS
T e T 15 foly Orive
WILTCN 3 ANDERSON Siilinys, HMontana
PAUL C BUNN Ju?y :%' 1) 5

JOHN P MOORE

Kurphy 011 Corporatlon
P, 0, Box 547
Poplar, Eontana 5%25%

Cantlenen:

€2 April 17, 1575 the Boerd of Gll and Gas (onservation of the State of #ontans
convened In Plentywood, Montana (o hear an appllcation by tha Departwent of Stste
Lends concernlng alleged violations of regulations end statutes by ol) end gas
eperetors In portheastern Moniana,

Among the numserous complaints hoard by the Board w3 one submitted by ¥r. Orphay
“gud’ Lien, A copy of Hr. Llen's written cospisint iz atteched, in order o
chtolim oore datall abour the naturs of 4r. wlea's complalint, our Nr, Joe Simonson
of Glendive, Montana Interviewed Mr. Lien on June 14, 1975,

The varicus items that Hr, Lien 1o complainlag about are detalled in the attsched
tetzer to Mr., Lien., PMost of the specific complalats are loraved within the _
Fedorally-supervisad East Poplar Unit and we are asking the U.3.6.5. to Investigats
ead Inltiate corrective acticn as soon 25 possibla,

Laeplaint Ko. 3 concerns & plugged and ebendonsd well, Murphy (Emplre State)
Cornajo Ko. 3, ME 5% Sectlon 8-29n-5it., which is not within thefast Poplar tnle
Aros, ¥e recuest that you Inftiete lusediate ection to rewmove ths concrate
punsing unlt pad from this locetion, backfill 2nd restore the smell] pit at the

tenk battery slite end remove eny flow lines thet Interfere with Mr, ilen's
ferming aperations, We elso regquast thst you cut off the well marker bajow
plow donth ard restore the well slte location.

Ye £)}20 request that you wake en effort to restors eny ereas on Mr, Lien's
property that hove been demsged by salt water spills or llae leeks &nd urge
you to settle eny claims for damage that say still be pending.

The Poard of 011 and Gas Conservation has no jurisdiction to sward damages to
landoemers naor to adjudlzate digputes betwean surface ownaers snd oll and gas
cesretors, Momever, In en offort to promote betier relatlons between Individuals
snd oll companies wa trust that you will cooperste willingly In complylng with
our roqussts,

g TEECT TR A
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Dennis Wick

o~
Pl

Rt.1 Box 55

Sidney, Mt. 59270

February 20, 1979
Dear Members of the Natural Resources Committee,

I 1live cn an irrigated farm 2% miles N.E. of Sidney. I would like
to have the opportunity to continue farming and also sub-divide my
property &¢f I so choose. I am here i# support of HB792 because there
has got to be something done tc establish the damages compensation that
are Jjust and due to the private surface owner. A 23% royalty is the
fairest way and the simplest way that this can be accomplished. There
has to be a set figure for damages btecause the oil companies will try
to pull every trick thefe is to swindle the surface owner. I wollld just
briefly like to give you some examples;

Shell 011 Co. has moved into my place and set up a rig about
500 feet from my corrals. There has been no agreement as to damages
but the r;g is drilling now at about 8700 feet. When I wouldn't settle
for the price they offered which was less than the land would produce
in three years, let alone paying the taxes, they came anyway.

In the Feb., 12, 1975 issue of the Sidney Herald I said "the oil
compang had not offered enocugh money for expected damage so they cut the
fence and came anyway" however when the Sidney Herald contacted Don DeMuth,
a Shell Representative, he said " Shell made a very good offer and did
not cut the fences." I have pictures which the county deputy sheriff
Jim Miller, took of the fences that weze cut and while he was investigating
found that bhere had been salt water dumped on the road which runs through
my irrigated field leading to the rig and so a citation was issued th
Hi-Line Trucking. I would like to read the comments written by the.

deputy sheriff to the circumstances leading up to the drilling of the well.
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As T mentlon€§ before my land is prime subdivig’qn property, but

due to the hydrogen sulfide gas, which most wells pfoduce , No cne in

our area is safe. A subdivision was applied for west of town, but it
was denied because &f the proximity of an oil well. "The hydrogen sulfide
gas presents potential hazards to public health and safety" was a quote
from the Sidney Herald on this particular incident.

The land is worth about 32,000 an acre for agriculture, but I
talked to Nick Jones of Nick Jones Real Estate and these are his comments;
(read letter) .

I feel the potential of my property or anyone's shouldn't be taken

away without due compensation by any oll or gas producers.

A Concerned Voting Citirven,

ﬁéipyxnﬂA;n zétj LO{L
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Nicholas J. Jones &-—-«MM
Broker-Reaitor - REALTOR
P.O. Box 747 Cffice Ph. 482-4445
Sidney, Montana 59270 ‘ Home Ph. 482-2844

February 16,1979

Mr. Dennis Wick
North of Sidney
Sidney, Montana

Dear Mr. Wick,

In teference to our conversation of Yesterday, the possibilities of

a Rural Subdivision in your area, are quite real. There are, howvever,
quite a few regulations, both local and State that must be complied
with. Assuming that these regulations can be met, your property is
deffinately marketable, in the Rural Subdivision catagory.

If you would like to stop by our office sometime when you have a chance
I would be happy to discuss this idea with you in detail, and we could
review some of the requlations of which we are speaking.

At the present time small tracts of land, that are available for one
family dwellings or mobile homes, are in great demand. At this time,
one acre tracts are selling from $8,000 to $10,000 However, they're feuw
if any of these tracts available. On larger tracts, of more than one
acre and less than twenty acres, I would say that these are selling
for, from $4,500 to $6,000. Some Industrial properties, are selling
for from $8,000 per acre and up, depending on location.
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January 29, 1979

Tom Brown Drilling Company
Sidney, Montana 59270

ATTENTION: Drilling Supt. Asbeck Property

Re: Drilling Site
Hugo Asbeck, Jr., Property
, SWi, SWy, Scc. 34, T24N, RI9:

Dear Sir:

This is a followup to a field inspection of the above-veferenced drill site
made by Mr. Jim Brown of this Department's Billings office on January 16, 1979.

Mr. Brown's field report inciudes the rccommendation that, based on his in-
vestigations, usual pit reclamation procedurcs would be unicceptable to the
later Quality Bureau at this site. High groundwater in the area is the

teason for this decision.

Please submit to this office, no later than ten days after receipt of this
letter, your compliance plan designed to provide a Department approved dispesal
site for the contents of the above-referenced drill site pits.
cencern of this office is to insure that drilling muds, brines, and oil/
nydrocarbon wastes are not placed in a location where they might impact surface
waters or groundwaters and cause pollution of state waters.

One primary

Please include in your plan all necessary dates, locations, methods, and data
regarding your proposed pit contents disposal site so that this office may
evaluate and approve your plan prior to its utilization.

Mr. Jim Brown will cooperate with you in approval of an alternate pit reclamaati

plan. His phone number is (406)252-5097. We have requested veur irmediate
reply to this letter because of the rapid progress of drilling operations.

o

Thank you for your cooperation in this matter.

Sincerely yours,

Revin D. Keenan
Pernits/Enforcement
Water Quality Bureau
KDI/j1k , .
cc:  EPA

Joe Siponson, 040 Commission, Clendive

Jim Brown, Billings Wb
!

_Ho Asbeck, Jr., Sidney
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T : K®vin ¥eenan, Water Qudlity Dureauy, DATE: January 22, 1977
Helena - o
FROMK ¢ James F. Brown, 1.F., OIfice Manager
' Billings Branch Dffice

SUBJECT : - P Sy Sy .
Complaint by Huco Asbock, Jr. recarding oil well drilling hri

on Tuesday, January 16, 1979, the writer accompanied Mr. Joe Simonson of
the 0il and Cas Coramission (Giendive Office) to the Hugo Asbeck, Jr. property
and invectigated the above complaint. Ve arrived at Mr. Asbeck's at about 9:00 A.M.
Mr. Asbeck showed us what he wanted to show us and we finished our inve :tiga-
tion at his pwrerty at akout 3:00 P.M., Tuesday afternnon.

Briefly, my observations at the site were as follows:

1. Tom Brown Crilling Company (with an office in Sidney) is érilling
at the site (T24!, R59%, Section 36, sSWy, SwWy).

2. The mineral rights on the property are owned by the State and leased

by B, W, A ¢ B (a comrany out of Denver, Colorade -- alse with an office
and contact (Alfred Dooley) in Sidney).

3. Drilling will be to the Mission Canyon Formation at a cepth of akout

9,600 ft.
v
4. As of January 16, 1379, thoy had not vet begun drilling, but were ag<ombil
the derrick and drillinj platferas. Drilling was scheduled *o start
' the day after our visit

[¥3]
.

Supposedly, it will take the cutfiv three days
{to a depth of 700 ft. to 1,000 ft.) and a total
the well.
6. The brine pits had been duj at the site. They consist of a t.o-ceoll

pit with overall dimensions of about 73' ¥ 150'. 1re rits are divided
by a partial dike and they are lined with a plasti: material. The cells
are about 8 ft. deep.

7. The pits are located very close to an irrigation retuzn &i
ditch turns direction near the pits and is located about 7°
west of the pits and about 125' to the north of the pits.

8. The irrigation ditch looked approximately 10 fr. 2 and ¢ontained
flowing water at the time of the visit. Since the flow in the ditch
appeared “o increase along the length of the ditch, the flow u-s
probably due to the ground water inflow.

n o
7
ry (s

=3

3. Mr. Asbeck's cattle have access to the ditgh approxinately straight
north of the pits.

10, The pits contained a foot or so of brine water, fuel oil, etc. in one
cell. The other cell nuy have also contained some froren brirae, but
' it was snow coverced, so T couldn't tell for sure. .



11.

12.

13.

14.

15.

16.

17.

Mr. Asbeck reported tha* the nlastic liners were torn irn s:ver,J,‘_a,
I couldn't tell 1€ this was the case or nat because of the snoP e
and liquid in the one cell. The Driiling Sucerinterdent for Tom kol
Drilling Company denied that the liner waz torn anywhere I

Mr. Asbeck reported that the pits were dug
the liner laid on weter. BAgain I couldn't
snow cover and frozen conditicons. Again the Drilling Superintenden
denied it. He sald the pits were dug with a "cat" and if the Pltg

any significant amount of water in thenm, they wouldn't have been l)
to walk a "cat” out of it., He said if there had been high ground wa
they would have had to dig the pits with a drag line. Jones Construg
tion Company out of Sidney did the dirt work. I i

into the ground water gnd
verify. this because offikh

The Drilling Superintendent indicated that he put brine in the pits
as soon as the plastic was laid to keep it from blowinjg away. I

The pits were dug when the ground was frozen and the bottoms and sié
contained many large frozen chunks of dirt (under the liner)
and sides were very roorly prepared before the liner
Drilling Superintendent indicated the liner was Iaid with
slack in it to prevent it from tearing on the frozen

. T

o

«

I, Mr. Askeck, and Mr. Simonson all cbserved the driller d-mp se'-.!ra
hundred gallons of diesel fuel and conlensate from a large fuel ¢t
o}

3
into the pits. I took pictures and samrles of this anid noted go'
This is insignifice

”
it

the material running back under the liner.

icancs
I think except that it shows the tyre o7 miaterials that are often
placed in these pits. The Drilling Supcrintendent also indicatedfik::
they always dump waste 0il, etc. inte the pizs also.

As I understand it, the drilling procedure is as follows:

a) An adequate quantity of brine water is dumped into the pits !D:.x
another site or mixed with fresh water at the site and then dum;

into the picts.

b) This brine is used only in the start of drilling. Brine must b

used because evidently fresh water causes the sides of the hdll=
to cave in,

c) After they are well on their way, drilling mud will be used igms:
of the brine. The rmud is a brine solution with bentonite cle
and other chemicals. The intent of the rmud is5 to seal {so say
the Oil and Gas Commission people) and so they cay it will noco
have any «dverse effects on ground waters in the area. Afte:l
mud is started, the pits will be filled with the mud
no longer ke used for brine. o

and wil?®

I, “r. Simonson,and Mr. Asbeck met with ¥r, Coroing, of
Curming and Best (Mr. Asbeck's attorney:) and discussed %he




;

1 1s discuyssed atove,

bt
.

Based on what I observed and heard, most of whic

have the follewing comments:

1. Although there appears to be a potential for ground and surface water
pollution from the pits, we should bLe aware that Mr. Asbeck and the
drillers have in the past reportedly had several run-ins. Mr. Simonsc:

indicated that bad feelings are cemrmon herween surface landowners

and drillers when the surface landowners don't own the mineral rights.
g

2, Although I couldn't verify that the pits are dug into the ground water
by inspection, I feel that during the irrigation season, the ground
water will he very high in the area and odds are that the 3jround water
level around the pits will be above the bottom elevation of the pits.

3. Considering the reported tears in the liner, which I couldn't verify,
the fact that the liner was laid on many large chunks of frozen ground,
and the character of the materials placed in the pits, feel that the:
is a reasonable possibility of ground and surface water pollution in ti.-
area from the pits.

4. Considering the speed at which these drillers opera%e, I doubt that
there is sufficlent time for us to pursue the "placing wastes where
they may cause pollution” angle. I have taken background sanples ir
the ditch upstrean aond downstream from the drilling site.

:
I sugqgest
that we take samples at the same sites in the furure and if the water
deteriorates because of the pits, we take action at that time for
pollution of state waters.

5. I recommerded to the Oil and Gas Commission {Nir. Simonson) that he
immediately -- before drilling is cormenced -- reguire Tom Erown Dril:
ing Company to place another plastic liner in tho pits over the exlis:

ing liner. This should provide a significant amcunt of additional

safeguard. Mr. Simonson suggested that he have them place several
vards of drilling mud in the bottom of the pits right away, which he

said would seal the bottom. I indicated this would be alrigh: as a

second choice, but that T preferred another layer of plastic liner.

I don't know what Mr. Simonson finally decided to tell them . I woul':®

like to point out that the drilling superintendsnt indicated he would

be willing to put an additionalliner in the pits if 1t would make us

happy, even though it would cost them an additional 33,000.

6. Finally, I suggest that BWALB be informed by the Oil and
that usual pit reclamation procedures will not be sufficient at this
site and that they will have to prepdre an alternate procedure that i.
acceptable. Basically, they should be required %o f
of thu drilling mud in some adejuately protected
alluvial river bottom.



Call me if you have any questions on the matter.

cc: Joe Simonson, 0il and Gas Commission, Glendive 57330
vWayne Curming, Attorney, P. O. Box 751, Sidney 59270
Billings Branch Oifice, P. O, Box 20296, Billings
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' RELEASE OF ALL CLAIMS

KNOW ALL MEN BY THESE PRESENTS:

THAT

, for and iIn consideration of the sum of Iive Hundred INand Wo/i00 {$500.00) Dollars
cash, to us in hand paid this date by Miami Oil Prcoducers, Inc., the receipt and
suffiziency of which is hereby acknowledged and confessed, have released and dis-
charged and do by these presents for ourselves, our heirs, assigns and personal
representatives, release and forever discharge said Miami Oil Producers, Inc.,
_its successors and assigns, of and from any and all claims, demands, actlons,
czuses of action, accounts, sums of money, agreemenis, covenants, and proceeding:
whatsoever, whether now known or unknown in 2ny manner claimed, owned, held or
pocsescsed by us, in our own right, individually, or jointly or severally with others,
for temporary or permanent surface damage arising or occurring prior to the date
of this agreement, to the hereinafter mentioned property siuated in the County of
Richland, State of Montana and more particularly described as follows:

A tract of not to exceed Fificen (15) acres to be sclected by Miami Qil Producers
Irc, and situated in the Southcast Q.arter of the Northeast Quarter (SE._“NJ..‘;) of
Section Twenty-eight {(28) Township Iwenty-four (24) Norin, Range Fifty-sgeven

(57) East,
The foregoing release is subject, however, to the 'following terms and donuicionu.

1. In addition to the sum hercinabove provided, which it is expressly agread
covers surface damage resuliing from the entry upon said premises, Miami Qil
Producers, Inc. shall pay to the undersigned the sura of One Hundred Fifty and
No/100 ($150.00) Dollars per year payable annually in advance as compensation
for lcas of crop and grazing producticn of the premises used by said Company.

2, As & part of the consideration for thi s agreement, Aliami Oil Producers, Inc.
agrees to keep up and maintain in as good condition as now exists the present road
leading from said premises North to Highway 201 &xd East to the Brorson turnoff.

3. Miami Oil Producers, Inc. shall fence both their drilling site and tank site
with a good and sufficient four wire fence adequrate to turn cattle and shall maintain
at their own expense cattle guards or gates in uaid fence adequate to turn caztle,
Such fence shall be located to the satisfaction of the undersigned and smas not to
interfere unduly with his operation ©f the adjoining pzemises,

4. It is understood that this release shall not cover any future damage to saic
premises or eny subsurface injury or damage to underground water strata or io an.
water wells, tanks, or streams situatzd on said premises, it bein the intenticn of .
relcase to cover only damages resulting froni the entry upon said pwmises and c o
pensation to the owner for loss of production of hat portion of the p"é&‘lbeu occupie
by Miami Oil Producers, Inc.

5. Upon the termination of drilling on sald premnises ana the discontinuance ¢l

LU G

‘operations thereon by Miami Cil FProducers, Inc,, such cornpany azrees to remnove

)
from said premises alloof the supplies, equipment and mac‘.mery and at the oustion
the cwner to either maintain fence adeqguate to turn ca*.-te around auy Suig iic

vt Al n A P mar e b ta sttt s vm oo i e e £ 0L L aa '



reliznce upon any statemnent or representation by said Miamj Oil Producers, Inc.
" or thelr representatives, :

Witnese our handa, this day of , 19 .

WITNESS:




g g i - State ot Montana ’ '
\_ OIL AND GAS LLEASE

No. __18,324-77

THIS INDENTURE OF LEASE, entered into between the State of Maontana, through its Bourd of Land Commissioners
hereinufler referred to as lessor, and the person, company or corporation herein named, hereinafter referred to as lessee
pursunnt o the pruvisiona of C apter 17, Tatle 81, Revised Codes of Montana 1947, and all acts amcndstory thercof and
supplementary thereto, WITNESSETTH: . )
The lessor, in consideration of the annuul rentals herein stated, the receipt of which for the
acknuwliedyged, the royalties to be paid, and the covenants to he kept and performed by the lessee, hereinafter set forth hereby
grz_mt.s_ demises, leases and lets to the lessee, for the purpose of mining und operating for oil and gas, and of laying pi'pciines .
uilding tanks, power stations, and other structures thereon necessary in order to produce, save, care for, dispose of and remave
the oil and gas, all the lands herein described, as follows:

first year uf this lease is hereby

Date this lease takes effect: September 13, 1977 P. 0. Box 126

Nume of Lessee: Farmiers Union Central Exchange, Addresss  {ayrel, Montani 59044 \\
Incorporated and Enserch Explor- 1817 tiood Stre:t

ation, Inc. Dallas, Texas 75201
[.and located in Richland County.

Descriptinn of land: ~ Township 23 Horth, Range 53 East

. : Section 16: All

Total number of acres, more or less 640 - , belonging to School " Grant,

oy,

. .
Annual rental,‘payable each year in advance: 533’230 -DO f.‘rit year; SQCO .00 _each year thereafter.
This lease is granted for a primary term of ten years and so lony therdfafter as oil and gas in paying quantities shaii be

produced from the land, subject to all ol the terms and conditions herein sat forth; provided, hawever, that the extended terun of
this lease shall apply only to thuse formautions discovered, developed or drilled during the primary term of ten years, and the
terest of the lessee in the premises herein described shall thereifter be limited to such formations; provided further that if
during the extended term of this lease, oil or gas in paying quantities is discovered in an offset well {ocated on a contiguous
section, in a new formation below the deepest formation in which ail or gas has heen discovered under this lease butin or above
the deeprst formation to which the lessee drilled during the primary term, this lease shallterminate as to 21l formations below the
deepest formation in which oil or gas hits been discovered an the leased premises, unless, within sixty (60) days after the
completion of such offset well, the lessee shall commence operations to test such a new formation,

ITISMUTUALLY UNDERSTOOD, AGREED AND COVENANTED BY AND RETWEENTHEPARTIES TOTHIS LEASE
AS FOLLOWS. .

1. The lesscr expressly reserves the right to sell, lease, or otherwise dispose of any interest or estate in‘the lands hereby
leased, excepttheinterest conveved by this reusv However, lessor aygrees thatsales, leases, or other dispositions of any interest or
estiate in the lands hereby leased shafl be subject to the terns of this lesse, and shull notinterfee: with the lessee’s passession or
rights hereunder,

2. The lessee shall pay to the lessor an annual money reatilin the amount hereinabove stated being not less than one dallar
and fifty cents ($1.50 fzr each acre of land held under this lease from year to year, provided, however, that the amouant of auch
muoney rental so payable shall in no case be less than one hundred dollars ($l<“!4ﬂ())€o-r annum. The first year's rental shail be

wid before the issuance of the leuse. The rentals for each subsequent year of the fease shall be due and payable before the
beginning of such suhsequent year. and upon failure to make sur&x pavment the lease terminates.
L 3 The lessee shall pay in moaey or in kind to the lessor atits option as hereinafter provided during the full teem of this lease
inLuldition to the annuad money rental hereinabove stated, 2t rovalty, frev af all costs and deductions, on the average production
of the oil from the producing wells under this lease for each calendar month as follows:

A On that portion of the average production of o1l or casing head gasoline for each producing well not exceeding 3,000
birrels for the calendar month, twelve und one-half pereentum (12027 .

B On that portion of the avengie production of oil or casing head gasoline for cach producing well excecding 3,000 barrels
but not exceeding 6,000 hareels for the calendar month, seventeen and onehalf percentum (17Y7%),

C On that portion of the average production of oil or casing head gasolive for each producing well exceeding 6,000 barrels
for the calendir month, twenty five percentum (25%),

4. The lessee shall als) pay i money oran kind to the tessor at its option as hereinafter provided during the full termafthis
fease, frec of costs and deductions arovalty on the s produced from the wells under this lease whether the wells produce il and
gas or gas alone, of twelve and vne hatf percentam (1200,

5 The royalty on gas, inchading casing head pas and all gaseous sehstinees, while the siene is aot sold o used off the
prenuses shall be at the rate of four hundred dollars (100 001 pee well cach year or the wmaant of the annual rental herein
provided, inlievof such perwell rate whicheveris thegreater, payable onor before the annual anniversiary date of this lease, and
as lonyg as the lands leased hereumnder contiun a well capable nf:;m'!\ production and such paytment is made the lease shall be
considered as a producing lease under the tertms heren

5. All wells under this lease shadl be so drilled, maintined and vperated is o produce the maximum amount of nitand/or
gas which can be secured without injury to the wells and the aforesaud rovalties shall be based and calculiated on such full
production of oil andfor gas. Al royalties shall be caleulated upon the totad amount peaduced and zaved under this lewse
exclusive of oil or gas used for ight, fuel or operating purposes in connection with the wark on the tands under the fease

7 The lessee shall pay tothe lessorin cashifor such roy adty oiband pasatthe rate of the posted fivld price therefor exisung on
theday such ol or gas was run into any piphoear storage tank to the coshitof the dessee plusiny bonus orothee inerense in price
actually paid ur agreed to be pad to the fessee. At the option of the lessor exercised not oftener than once every thirty days by
notice in writing Lh ! {Ly ait or gas free of cost ordeductions into the pipeline to which the welly

¢ lessee shall deliver the Stute’s roya
of the lessee may be connected orinto any storige designated by the State and connected with such weils. The lessee shall nut he
requined to furnish storage for the State's royalty oil for more thun thirty 3 days following the date of peoduction thereof when
a muacket therefor is avinlable. ) .

2 In uil cases where there is no posted Geld price for oil or gas producd under this lease, the paymefits in cash for the
roralties payable hereunder shall never be less than the fuie market valwe thereof, foroil, atthe wells where produced un the day
S runoanto the pipeline or stotage tanks, and forgas, at the well where produced on the day produced. [tis agreed that heliem
gas, carbon dioside gas, and ail other natural gases are included under the term “gas™ as used in this lease.

9. The lessor shall have a first Hen upon alloil or gas produced from the linds leased hereunder, to secure the paymentof all
anpaid toy alty and other sumns of money that may become doe under the terms herein ’

{0 Upon receving the weitten consent of the lessors the lessee shadl have the right to comnut the Linds heeebiy leased to o
pooiing, unit, couperative orother plan of developmentor operation with u!lu": State lands, Fedeonl lands privately owned lands
ar Tndinn tands Such agrecnients shall not change the percentape of rovaitues to be pand to the state from the percentages as
fixed herern Ol or gas produced from any buedsim mf
comaidered to be produced from the lands hereby leased

TN

1 such an agreement which encompaeises the lunds hereby leased are

11, If theland under this hetse is “mortgaped ind ™ acquoiied by the State inconnection with a mortgnge given to the State as
security for aloan and such mottgoe I;m‘{zz.\\" heen sold by the State subsequent to July 1, 17 and priorto February 26,1929, ‘\
the tesser shall pay directly to the holder of such land under certificate of purchase or other contriet, or deed from the State, a \
royaity of one percentun (15 of the ail and gas peoduced from sech Lind 2o be caleaticed on the sime basis and in the same :
mianner asthe royalty tohe paed o the State, but the sad rovalty ofone perceatun: shaib be A daeted fram theroyalty to be paid to
the Stiate so that such one peravintum royalty does notinercase the totad covalty o be piad under this ease, and if such mortgage
Lind was sald by the State subscquent to March B 195, the loseee shall oo didectly to the helder of such land under certificate
of purchise or ather contract or deed from the State o rovalty of siy Pocae fourth peecenturn b g af the ol and gas produced
from auch Land to he cadeulated as herctnbefiae secified :

L e M

1 Tletoee.ehiv la. . o ., . o o
i2 C’n‘--na this lease 18 surreidered is terminated by lessee's fndare topay sentalswhen due, ”]r 15 terminated by mf’ Board
of Tand Commissioners because of the fadure of the lesses 0 comply with the FApress and implivd covenants of this ];hgr':. the
el : sraeadod by i, el ; e nete Hele-lease foilurenf
s T L ; R N T ) ) h;\r"[)u;k' . }“';,i terrftr Hhis 1838 en the Failure of
N g2y it ' 3 Yo | . [P N -
' premises of GO ot . BN A k s s dniline of atleast onewell woon the leased
Gelns drllime penalt ot sy be nie wy tomakea riasonatile test foe Gilvad GisTor () payinadvancen
ay, dr { penalty of on and twenty-five cents (SU20) per acre per year for the sixth yenr of the 1o o s AN
remaincer ol tne primary term of the lease, such ; (| iyt of Lhe tease, and for the
Lenare shall notif ¥ i m‘h b e dease, such amount per acre pec yeur as the Bourd may in its diseretidn, determine The-
l .\N[:‘ ?!m Fnotily Lhe Department of the commencementul deilling of any well within five iat doay s after the wiell in \‘P(‘ti'[""l in
dise u owiny the termmnation of the fourth year of this lease, of the Tesaee drills a dey hode on the Teased pecisia-  p t
Iseovery 0; ol or gas or if aftec discavery of vil or s production thereal in paying quaniitiv. cegnes t‘h' I . E“er”
. ot , . . A, - VL H LT M L8 ST K% .
termuniated by the Bourd ualess the lessee (h eommences deithme of wnother well for ail aned ar gus before th next -‘.,,,iv'l, v
date of the lease following the compiction of the dry hole ur cessation of production, or (2} ve o before such annide .»ri‘f‘r}
beyins e resunmies the payment of dtlay drilling penaities, ' h Ry dates
I atthe expiration of the primary teem hereol oil or

ras is not being produced from the ease Heemisos | -

he . slense is the . 1 : : PLOZ WS DECMises 1y DMy quantities,
?.)u!*:.\; o‘u ner of the lease is then engaged in drithing on the premises for ol and gas; then the ease continue- in « e g aalnng 1
such Jdri hn;»u;)n-_r;lhnns are bemng diligently prosecgted I oil or gasis recovered from any saeh waell dndled o tor
aftee the expiration of the pritiary teem hereaf, the lease continoes i o6 :

Loy dedled ator
produced framn the leased premises

velsodong as eth or e i Py i quanities is beting




.'">~“~("' [ TN U s (I:':. SoveinoaN e ' 1 [ [URRRNTEEPIRNY N N
4 aoewhen eompieted, o
~ {jion comnpletion of e el
Y reasoralle diligence tadnlisuch s oith B -
Tae s b nevessnry to ccnnotmeally test des enop g cperaie !)a:':?w{'m A
diticentiv érif to compietion Al wells ecensar s on e donds rder Ui e e dens

ar gy wells on contiguous Lunds - )

14 In gy,mluchngbull explurations, mininy or driing vpurabions o
care and precautions in order Lo provent waste of oil and gas. g les
precautions to prevent the entrance of water to the ol or gas 'bc;:xrmg 1

5. The lessee agrees to hevp acorreet bop of cach weli o Hed ander s loase Wb
depth at which such formation was reached, the thick tess of cach fermation
water therein, the elevations to which the water nises the cumber of Gt ',(.: A
the total depth to which such well was diifled, and wpon reauest to flethe log
upon ta do so, the lessee shall also file progress reponis » ith the h"p;erlrmﬂl;l be-fore

16. The lessee further agrees on or before the Tast dayv of cach monstn toanane ot
covering the preceding calendar month, which report shadi bean such firm as the Depe
amount of oif or gas produced and saved during the pre vding e xle-ndqr crenth the prie
sales. whether any honus or other Increase in price was actually pand o agreeed o be
may be required. Such report shadl be signed by the Jesser or by some res ponsible perzon
thercin The report shall {)c accompanicd by payvment of the am unt due the State as
where payoertt is required In money in H'im‘(- of o1} or gas.

When the lesser is required by the rules of the Ol and Gas Conservating 1y
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fhe Diepartment of Natural Resoure s

|

and Conservation to file a well rompletion report with that Dhvasion, Jesseo sl apy af that reportwath the Department
of State Lands.

17. Representatives of the lessor shallat all times have the nght toenter upon the o anted premises ardall parts therec! for
the purpose of inspecting and examining the sime as well as su weviking tests that the v may deemn necerssary to ascertian the
cun(\itinn of the wells being drilled or about to be abunduned .'nnfu.m;.'ing: the procdactie Lof producing wells Representativesof
the lessor shall also, at all rensonable hours, have free secess to adl books acecunts, re ards and papers of the lessee insufaras
they contain informatioh relating to the production obtained under thix Yease, the price uh!,mu-({ therefor, and the far mmarket
value of the production. Lessor jmll alsa have free access to agrecinents relating to roduction hereunder.

- 18. When the surface of the lund Jeased hereby is owned or leased by someone ot or than the State of Montana, the lessee
hercunder agrees to provide the surface owneror lessee with a plan forlocation of all fuc. Bies and consult with the surface owner
or lessee regarding a reasonable location of access ruads. In uﬁ operations on the Lind he reby leaved, lessec agrees tointerfere as
Little ns pnssible with the use of the premises for any uther purpose to which the sume may be devoted by other persons to whom
the )anf:w)' have been leased or sold by the State. The lessee shall notdrill any well + son the lands herehy leased, within twe
hundred feet (2007 of any residence or bam now or herealter erected thervon without the consent of the owner of such building.
The lessee hereby agrees to make satisfactory adjustment with the awner or lessee of the surface, other than the State of
Montana, for damayges sustained by such surface owner or lessee by reason of the lessee’s entry upon, use and occupancy nf the
surface of the land. [f amicable determination of damayes can nut be made between such surface owner or lesare and the lewre
hereunder, then, upon the agreement of the surface owneraor lessev toenterinto arbitration the damages to be paid tn the sucface
owner or lesser shall be fixed by a board of arbitrators of three persons, to be ;1p§minted as folluws: One by the awner or lessee of
the surface who is claiming damages, vne by the lessee hereundee, and the third by the two arbitrators so appointed. The lessse
hervhy agrees to make prompt p‘;i%‘mtnt of thed ges awarded by such board of arbitrators,

Inany case where the ownerof the surfuce cloims title under a7 C patentissued by the State of Montana, snd demands that
the Bourd Gx, alluw and pay the owner the reasanable value of any right of way established by the leasre hereunder, the
department shall charge t.ﬁe cast of fixing the amount of damages to thc“rswc hereunder. The lesaee hereunder shall pay the
reasonihble sum so fixed as damages to the Board, which will pay the surface owner.

19. The lessee may assign this leuse vitherin whole or as to any regular subdivision thereof embreacing not fess than fnrty
(40) ucres, to any qualified assignee, providiog thut such assiynment six;xll not be binding upon the State until it has been filed
with the Department of State Lands accampanied by the required fers. Noassignment to twoor more assignevs will be approva-d
until one of the assignees is designated to act as agent for the assignees.

20, The lessee shall have the right at the termination of any rental vear, by giving atleastthirty (30} days previous notice in
writing ta the Depactment of State Lands, to surtender and relinguish any legal subdivisions of the land hereby leased and
thereupon be discLuruvd from any vbligition not thecetofore aecrued as to the lands so surrendered and relinquished, When this
lease terminates as to any portion less than the whale of the lands covered hereby, beca se of the les~ee’s fatlure Lo pay rentad
when due, lessee agrees to submit to the lessor, within thirty (30) duys alter such termination, a wotlen surrendsr ansd
relinquishment of thuse lands

21, Itis understond and agreed that the lessor herehy reserves the right to declare thi lease forfeited and to cancel the same
through the Bourd of Land Commissioners upon fuilure of the fessee to fully dischicge all the obligations poovided herem, after
written aotice from the Board and reasonable time Nixed and allowed hy it to the lessee far tie pertormoance of anyundertabing or
oblipation specified in such notive concerningg which the fessee is in default, The tessee, up on written application theeefor, shail
be granted a hearing on any notice ur demand of the Board before the lease shall be declured forteited or cancelied. The
provisions of this clause shall notinany way affect anutomatic termination of this lease caoussthy essee’s futlure to pay reatald

when due.
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STATE OF __MONTANA
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COUNTY OF.____ l ”_I_I OWSTONE
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—— A D197 L | before me personally oppeared

ACKNOWLEDGMENT (For use by Corporation)

23rd

D. J. Kull

On this doy of

e e e - .

e me personally kriown, wha, being by
Oan53T@Sf§,UU§Qn Central Fu

me duly sworn, did say thot he is the. ASSt. Secretary

| S

thange, Incorporet.:

corporation and that said instr

D. Kull

- - . ond that the < f . il
ument wos signed ond sealed in beho cal affised 160 said ins

_ Mrurnent is the carpo , ic
" of said corphration by authority of its Bogrd of gir;\z:grs‘mg ?j’ 50'}’
. 41 S

T
e

acmnowled jed waid i me
ICh djed said instrument 19 Le the fice ot ond decd of said cc .
Mg ation

3rd

Witness my hand ond seal this ;wg*?

simm o day of ;\E"}Vt“niber ]
FEAL) N PaULINEG g PEARSON T A (?_
- Story oot ; 258! .
My Commission Eupires_ . Z uRle fer the ’ . ] 1 /
-— - o —rfutn ot i !
Mycgz??».f“mx T e
MTISSION eapiies Februory I, 1930,

e Onngittons s

nay now kve ar
ssee beentitled w
title to thoe il and
vsimile et atean
'Sh.'dfbc' proaned the
nd gas forwinceh
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Gy op | DALTAS

TN S : . ' . : v onwef thrs lease
BEFGRE ME, the undersipned authorit a Motary Public in and {or T ‘
s ’ D, .o
id County and State, on this dJday personally appeared 1w pis “ , R
SO ISR BT NN af I*x=crch Gunioration, Inc, & corporation, -
noto ne to he the person whose narce o cubseribed te the foresnop
~rrument, and acknowledged to ne that he executed the sare for thn oo
crone and coastderation therein exproested, v the capacity theooin
r
N PR - LN
1ited, and as rne act and deed of said corporation, . [
T
’)'(;* suceesnrs oo
HAND 208D SEAL OF 0fFiCsa, this the 077 dii s
T e - Lanheate and o
¢ \n.p e ate el he
! A.D.’ 1)/7' - v ol the State of
[y { L
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Testimonegy of

J. Kermtt Petersen
Rt.1-187%4
Sidnev, Montan; 590270
in regards to a 2}% override intarzst to a1l
landowners with oll wells on tnemr procerty

A few years back I purcunsed the NE quarter of

frem 3idney., This is irrisgated land and T have been
$2500, for d°m°¢e,. This site 1ike all the others

e moL
for years, taking valueadble land out of vnroducticn. I
b} "

€Ak

feel tnis 13 even anreasonablz offer.

£ Sectlion 20

from Eve Putman, Ruth 3. Jensen and NHOﬂi Sherlock. These 3
sisters had this section of 1and leased for oll and g25 to Brinkerhoff
Drilling Co.

In September, 1976, Brownlle, Wallace, Armstrons, and
Bander drilled a sudcessful 01l well and built 2 road leading to
tne well site. Approximately 5 acreas of my uncultivated grass-
land was taken out of productlan. I was offerzd #500. for surface
damages as a gesture of their good will {ses latter-3ent., 10,137F)
even thnough they stated that they are not obligated to »ay anvthing,
I declined tueir %500. offer and wondered what I sShould do next., I
declined +tnis offer because thnis land is located seside a naved
road and only 2 miles from Sidney. I had previously been offerad
#1000. an acre a3 homeslite potenials. Now I wonder who woull
1ike to 1live by tnls well and put up with the smell and nolse it
makes? '

Brownlie, Wallace, Armstrong, and “ander dbullt *their second
‘successful o*l well on Jur nroverty ia Feb., 1977 ( Xnown as
20-21) and £ mile zravelad read lezdins to 1t, Thav amain took
approximately 5 acras for ti2 s3ite and the road acreas i: unkunovn,
There was never even an offer of payins any surface damiras,

How the Iirst well was drilled in Sept., 1975, the zecond in
Feb. 1977. Three years later on January 23, 1979 I was as2ln
offered compenzation for damases, A sum of %2500. for both site:s.
I can not help think tnis zwi offerzd because of thelr antlcinution
of tne landownar bill being pnassed and they had not yet settlad
for surface dam2ges on tneir oll well sites,

The third site Brownlie, W¥allace, Armstrong, and 3znder
bullt on my prooerty is knowvm 2s (20-13X). Irecsived and accented
a payment for this site on May 2, 1973, 1In order for me to g2t
this payment, I threatened them with an inconvenient aud costly
road.

The fourth site 3rownliz, Wallace, Armstrouns and Bander
is 1n the process of being LTLIIEd now. It is locq“ei on
the highway between Sidney and Fairview, avproximately 2 milesjorrs o

o
s



»
i,

The overriding intercst on Petersen 20-21 1o 35,237,/ ..

On the Petersen 26-13Y it 15 5.227%. These ovarridi s interests
is what Ray Duncan was willin- 'o g£ive oul for i woriln: of the
lease, This is without any xcost of vroduction to these
individuais,

I would 1like to .say that the landowner showld receive
adequate coupensation for puttling thnelr land ou cduct
because the expenses still exlst such as the 1qnl 17

2

taxes, and general upksep. We also have to fac
of having to put up wilth tke smell, nolses i
our properiy.
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- BROWNLIE, WALLACE, ARMSTRONG & BANDER
1860 Lincoin — Suite 1429
Qenver, Colorsdo 80254
{303) 861.2576

May 2, 1978

Mr. Kermit J. Petersen
R.R.

Sidney, Montana 59270

Re:  #20-13X Petersen
C SW Scec. 20, TZ3N, RSYE
Richland County, Mentana

Dear Mr. Petersen:

Enclosed is our check for $1250.00 to cover road access and well

site (1f production is obtaincd) damages involved in the drilling
of the above well.

Please sign and return one copy of the enclosed Receipt and Release.
The other copy is for your file.

Very truly vours,

W, ettt —

James B. Wallace

JBRW:bv

Enclosures -~ noted

—

R S B TR
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RECETTT

RECEIVED of __ﬁrownliEJnEF}iEEEJ_AEFﬁ}f9PS & Bander

the sum of $ 2,000.00 paid by Check No. 3653 dated December 25,
1978 in full scttlement of all damages and claims for damapes

connected with or arising out of _ Brownlie, Wallace, Armstrong &

Bander operations upon the following described proporiy, to-wit:

Access Road and Approximate 3 acre location
for 36-14 State:
Township 24 North, Range 59 Eas
Section 36: SW/4 SW/4
Richland County, Montann

including all claims of the undersigned for dawmages to said land. i the coent

36-44 State results in production of oil or gios, Brownlie, Wallace, Armstron:

& Bander agrec to pay the undersipned an additionsl $2,000.00 demages (rhis

consideration to specificaliy cover settlement for location and access road

to well, tank battery site and access reoad to tank battery) and the improvement

crops, trees and waters thereon, caused bv, incident to or connecced with the

i w©

operation of said premises, and in consideration of the payvment of said

amounts, the undersigned releases Brownlie, Wallace, Armstronp & Bander

from all such claimes and demands for damagces.

SIGNED this day of

Social Security No.

i ’

Yailine Address:

WITNESS : ’




{
BROWNLIE, WALLACE, ARMSTRONG & BANDER
- 555 Seventeenth Street, Suite 3300
Denver, Colorado 80202

Phone {303) §25-1900

January 23, 1979

Mr. Kermit J. Petersen
Route #1, Box 153 A
Sidney, Montana 59270

Re: #1 Eva Putnam
NE NE Sec. 20, T23N, RS9OE
Richland Countyv, Montana

Petersen #20-21
NE NW Sec. 20, T23M, RS9E
Richland County, Montana

Dear Mr. Petrersen:

Enclosed are two (2) copies ecach of Surface Damage Agrcements on the above
well locations. Would you please execute these agreements and return ane (1)
copy of each to us in the enclosed stamped, self-addressed envelope.

Also enclosed 1is our check No. 3759 in the amount of $2,500.00 which is
payment for any surface damages which have or may occur on these well sites.

Thank you for your cooperation in this matter.
Sincerely,

_ BROWNLIE, WALLACE ARMSTRONG & BANDER

7

// ‘/' /,( . v
S ; ol S .:j
(- (el Lt T el
(Miss) Carole Ann Rieker
Production Secretary

[car

Enclosures



- with you recently while in Sidney in an attempt to settle surface damage

- . BANDER OIL CCMPANY
1660 Lincoln - Suite 1420
Denver, Colorado 80203
{303) 893-0554

September 10, 1976

Mr. J. Kermlt Petersen
R.R.

Sidney, Montana

Re: Brownlie, Wallace, Armstrong & Bander
#1 Eva Putnam
Richland County, Montana

Dear Mr. Petersen:

Our production engineer, Mr. Bill Banks, has informed me that he made countact

5 with
you for the above noted well and that you reached no agreement.

I was flabbergasted when Bill told me that you had asked that we pay vyou
$10,000.00 or some equally ridiculous figure for surface damages, and it

is apparent that you are not familiar with our obligations under the terms
of the 011 and Gas lease whicih we have on the drillsite. 1In order that you
may know what our obligations are concernling surface damages I cm enclosing
a copy of the 0il and Gas lease and have underlined that obligation in red.

You will also note in the first paragraph of the lease that we have the right
to explore on said lands. Consequently, since the drillsite falls on unculti-
vated land and there are no growing crops, we actually are not obligated to pay
you anything. We realize, however, that it has become a generally chepted

e

¢ .-

practice to pay some amount of money in the form of surfade damages. Therefore,
as a matter of goodwill we are willing to pay you a sum of $500. 00 and herewith
enclose our check for this amount.

Very truly yours,
/7 ’,’
\&/ - / :
< s L:C-c C.-
J. H. Bander
JHB:sjh

Encl.
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TINS AGRESMENT, made wnd entered fnto this 1300 gy Forch

Eve Futnam,

s deallng in thelr owm richbo. .. .. «0323 Xerxen 5., Minncapolis, linn.

- e

{ _'-*(‘.l‘ v
£ e e ¢ Dol ity G gL
A} ClL AN GAS LEASE S

...... ‘ e en eeeaeiaeie l"{)() ... by and h.-uw.~.~nEVO. Pu tl‘"

- coT * D) B - ™ .- "y -4
hereinafter called lessor (whether one or more) and Bl,inlf*(thOt f ")rll—‘--\n{:- CODun I ] IJ.\,O TT)QI<;tcd 9 8?0

e T pa

lver_.ClLIb.-.Bldg.l 'DCDVC r, CO lO I‘lldo hercinafter called lessee:

,

R
J

snd of

and by theewe prescnts docs geant, desise, )

methods

. .1 .
1. WITNESSETH: That the lesinr, fur and in eonsideration of 310 . OO and I‘Orc cash in hand pail, receipt of which it heerly  acknoeeledurd,

the covenute and agreemments hecemafler contanrd on the part of the Testee o b pad,) Fept and perbired, b granted, demmae Craeed] el et
. Lol v el

and ope

ase and Jet eacdininety unto anid Lossee, soth the excbasive ninht of  womne, ceploriae
sting for et producing therefions ol and all @as of whatweover aature o Jind, and Taying pipe bnea, telephone and el craph lies, oy
and boarding emplovees, huidding tanks, power statns, gasoline plants, ponds, roadvayss and structures theeean 1o produce,
snid products and the eachnive sushiee and aubanel,

save, ket
apehits and prailbe

by goophyacal am

arnd take

1 wthe:

caty ol

ey rebated o aey memees ta any ad W wadh specatimns and any aned wil e ek

and privileges necessary, incident to, oc cunvenient fus the connomcsl operabion alune or comjomily wath perchbioany Lamd foe tucts purposes, all that cettamn

Iract or tracts af land situsted §n the County’ of

Rlchland

. sue of MONtana

Toymship 23 North, Range 59 Fast, M.P.MHM.

/4 Section 20
Sectlon 211

of Section XXX
more or less.
2. It s aprced that this lease shall remain In force for a term of ten years from date and as long thereafter av wil, or gas of whatsoever aature or kind, ¢

gither of them I3 produced from said land or premuscs poaled therewith or drilling operations arc continned as herrinalter provided, U prine to ditcovery
ofl or gas on said fand, or on =mcreage pooled therewith, lescee should dnit a dey hale ar hales thereon, or if after diccovery af ol or eas production thegealt

Township_._._,‘.,_,.UX.X.X._..... .......... e + Range XXX--._____, and containinyg ...3,7.;.8,..'._7.7_..._._____.lcrr‘..

NE/l

E/28U/4, N/2IW/4sU/L, and all that part of
the SE/L, lying North and West of the
GClcndive-londak State Road

cevrememeee descrilied as {oflows, to-wat-

should cease [or any cause, this lease shall not tenainate of Jessee commences additional dotling or reworking opcrations within sivty (€60) days thereaites

oc {if it be within the :
piration of three (3) months from the date of completion of a

velopment or operating unit which includes all or 3 part of said landg

primary term) commences or resumet the payment or tender of rental on or before the rental-paving date nest ensuing after the e

dry hale or cesation of production, H, at the equration of the pomary term of thes feice
oil or gas i3 not bring produced on or from said land ar said peoled premnes But lessee de !hvn enuaged in drihag or rewarking operations therenn, then thos
lease shall continue in force so lung thercafter as drithng or reworking operations are heing continuously prosecuted an said land or on a dallhine or &
and deilling or rewoiking operations shait Le conudered to he continuousty pracecuts
not more than sixty days shall elapse hetween the completion or abun lonment ot one well and the beginnuy of operations {or the Jdnthing or tesorhan,

¢

i

of another well. If oil or gas shall be discovered arnd/or produced from any such well or wells g_\villwl, bLring drdied or rewoiled at or after the expiration o
the primary term of this lease, this lease shall continue in force so long therealler as oil or gas is produced from the leased premises or from any such una
which includcs el or a part of said lands.

8. In consideration of the premises the said lesses covenants and agre

{8) To deliver to the credit of lessor,
and saved from the lcased premises, or at the lessce’s option, may pay

gravity prevailing on the day such oil is run into the pipe line or iuta storage tanks.

(b} To pay lessor for gas of whatwever nature or kind produccd and sold, or used off the premises, or used in the manufacture of
therefrom, onec-eighth, et the market price at the well for the gas sold, uwd otf the premices, or in the manufacture of products thercliom. Where gas fie
s well producing gas only I8 not sold or used, lesser may pay or tender as royalty One Dollar per year per net royalty acre ¢

ctained hercunder, such payme:

or tender to be made on or belote the anniversary date of this lease next enunng after the eapiration of 90 days hom the date such well it sthut in ac
thereafler on or before the anniversary date of this lease during the penod such well is shut in, to the royalty ownerns or to the royalty owaers’ credit in b
rentsl depository bank herein designated. If such payment or tender is made, it will La conudered that gas 13 being produced within the meoning of i,

lonse.

4. I operatinns for the drilling of a well for oil or gas are not commenced or if there is na oil or gas beiny produced on 12id land or en acrrage porle

therewith 83 hereinafter provicd
[}

that date shall pay or tender to d;e fessor or 1o the lessor’s credit in the RiChlaHdNatiOHaL»-,, Bank at .~_Sidrl‘3 Yo

¥ontana

ownership of sald land, the sum of

‘8._.3.?8.!77_.._.) which shall operate gt a rental and cover the privilexs of delerring the co

L DOLLAY

mmencement of nprrations for drilling ol & -

ot twelve months {rom sald date. In like manner and upon lLike payments or tenders the commencement of oprrations for dilling of & well may b fured .

deferred for like periods of the same number of mooths sucerssively. Afl pavments or tenders may be made by check or draft of lesser ar sny asicnew ther
mailed or delivered on or before the rental paying date. It is understood and agreed that the consideration Timt recited Rarcin, the downa pavment, epvresy

only the privilexe granted 1o the dute when mud first rental is payable at aforesaid, but alio the lessee’s right of eatending that periad as aloresand, and -
ard all other rights conferred. Should the depmitory bank hercaltee cluose without a successar, lessee or it asvuunt may depout reatal or royalues i #
Netlonal benk locsted in the same cuunty with the fint nimed bank, due nutice of such depasit to be mailed to lewor at last known address,

8. Lestee, at lts option, Is hereby given the right and power at any time an from time to time as a recurring rinht, either before or after productic -
as to all or an¥ parl of the land described herein and as to any one ar muore of the {armations hereunder. 1o pool or umtize the leasehnld estate
the minernl estate covered by this lease with other Luwl, tease or leates 10 the immediate vicinsty for the prodoction of ol and gas, or sepatately ¢
the production of cither, when In lessce’s judpment L is necessary or advisable 1o do s0. and irrespeciive of whether authority similar 1o thix s
with respect to such ether land, lease or leases. Likewise, units previvusiy formed to include formatinons not producing oll or gas. may be reform
to exclude such non-producing formations. The forming or reforming of any unit shall be accomplished hy leviee exvculing and filing of recars
declaration of such unitization or reformation. which declaoration shall describe the unit. Any unit may include lund upon which 3 weli has there!
fore been completed or upon which operations {ar drilling have theretolore been commenced. Production, dridhing of rewnrking operathinns or a w-
shut in for want of a market anywhere on 8 unil which includey ail or a part of this lease shall be treated ay ff 1t were produachion. dritling

reworking operations or & well shut In for want of a market under this lease.

In hieu of the royalties clwr whete heiomn specified, including shut

gas royalties, lessor shall recelve on production from the unit so pooled royalties only on the porlion of such praduclion allocated to thas iszase, 3

allocation shall be that proportion of the unit production that the tot.
to the total nuinber of surface acres in such unit.

I numtier of surface acres cavered by thas leare and included In the ant be.
n addition ta the {orejromy, lessce ahall have the righl to umitize, pont, or cornlitue 2tt or
part of the above described lands as o one or mure of the {ormations thereunder with other lands in the same general arca Ly entering wta A ¢

operative or unit ptan of develapinent or operation approved by any govertumental authority and, {rom tirne to bime, with bike ppproval, tn mol’
c{:ngc or terminate any such plan or agreement and. i such event, The termy, conditions, and provicons of this lease shall be decroed medified

conform to the terms, conditions, and

rovisions of such approved cooperative or unit plan of developrnent or operatina and, parbicu..arty, ali driis

snd development requirements of this lease. express or implisd, shall be satislied by compliance with 1he driiling ard developrient tequirements

such plan or agreement. and this lease shail net terminate or expire during the lile of such plan nr agreement
lands or any part thereof, xhall herenfter be operated under any such cooperative or unit plan of development or operation whereby the

therefrom i3 aliocaled to different

onds

as so0 kilincated.

in the evenl that said ahave Gescrile
rocdnt

artions of the lend covered by zaid pian, then the production atlncated 1o any particular tract of faoed shail
the purpose ot computing the royaltics to be patd herevnder W lescor, Le regarded Ay having been peaduced finm the particular tract of Land
which 1t Is allncated and nat to any other tract of land. and the royally payments to be made hereunder ta tessar shall be hased upon prodoac:

Lewsor shall formally express leatoc’s coment o any cooperative or unit plan of development or operation sdapted by e
pproved by any governmentatl agency by exceuling the simne upon request of lessce.

Lesses may, ot nny time, relente this lente Ry 0 any stratum or struts - and as to part or all of the Iands above deseribed, after which all payments o

a.
fiahilities thercafier to accrue, as to the lands reicnscd, shall cease snd determine,
shall be reduced proportionately,

When reqoested by the leanr, lessre shall hury ity pipe lines on cultivated poartions helow plaw depth. .
No well ahall he dnlled pearer than 200 feet to the howse ar barm now on wnd premises, without tha witin cunsent of the lewne,

Lessee_ahnll pay {or slamppes coowd by _hiy operation to growing grops on vad fands, S
Lessce shall have the right at any time to renvne ol sachinery and fictueey placed on sant prenaces,

In the event of 8 partinl release, the annoal delay rental ahava aentic

T. Lesseo shall have the right to wes, free of cost, gas, oil and water praduced oa said land for itz aperntion therean, except water fraem ditehes, poi
reservoirs, ur weils of lexsor,

inilnding the right to drow and remave cas.

8. "_lbe estate of cither party hercto I pudinesl, and the privileee, of avouning in whole ar jn past s copready allawed, althouph it s agrerd that as el
or dividion i ownernship of the Luul, rentaly or gy altees, however wecompbedosd, aball operate o enburge Qe abiggaans or dianssh the nahie of the fo

the o

1o oot
subd s

0. i.assir hereliy warseants amd ayrees to defend tie fiie G the Jands Lercin desonbed s and suerecs that the Tevve bl b
trasor, any nu
the holder there

ivernante hereat ahalt

t

il e

v make

b of sy

tuws nr othesr

r heachy age

thetr hetry, cacentoes, ad
of gentale or royatties shatll be Boding o the fesane pond dee the doa
fessor; and 1t ov turehy gaveed g the event thay Jeane shadi o ok
of such part wr puarts shalt
cat or wliect thiy deas
vandal, o the cveat Wl

beny on

detiandt i pavineat o the o
peeson cntittol to rcotaly heseseder tessee snny ey ee teader sne ket da e

of the decensed wotil sede tone e bovsee s Tiished wath jooper evetence of the appeanton at pad apoadiba atoae of
o I there Lo nome, then untd teaee i3 fuogsdlod weth evilence setintacloty G il ax 1o e by ar deveser s af the

A that wny vl panaeaty oade by e Teases fore thas boaor miay bo dodiited drosn any

ualratios, ey o avoeoy, Bt oo chanec e the owaeerchrp ol thee
s e tuended wathe e itded ey e nnonen gt ol it
At Lo et o paay ol the wbheae dvonda d Loeiy and the

the voad aball
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e

{ o aed,

weothe richy st
the shone sbscnhed bants o the eveat aof delaadt of pavemeat byl wod be wddiann?

. TR
miny becom e the betsoe water b beome ol by e

100 W cdd bisser owns e leas anterest e We abeeos abowahied Lind thon the entiee and wadivelod fee sinipte rutate thecein, then the

hercte provaded Dl he puad the bessor only g progeostion shach Tos e ot Lears B the whobe wad veedivatod Bes Aoy gatennt in the
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e
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of the «-

Any tiine By pae

bt b

3 RS T TN

it
y =

ey Thien meed ot

Priveios toon

foeeser

At

free of cost in the pipe line ta which lessee may vonnect his wellt, the rqual aneceivhth part of ol ol produce?
¢ to the lessor for such one-eighth royalty the market price for oil of Like grade ot

any prodacn

led on or before one year from the date hercol, this lease shall terminate a5 to both partics, unless the lesiee on or helur:

or its successors, which shall cantinue as the depository for rental regandiess of changrs in U

Three Fundred Seventy Eight and 77/100-~

a_single woman, Ruth 1, Jengen and llnoml Sherlock, both marr::



RECEIVED of

he sum

January 23, 1979

RECEIPT AND RELEASE

‘Brownlie, Wallace, Armstrong & Bander

of $ 1,250.00

lamages connected with or arising out of
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RECEIPT AND RELEASE

RECEIVED of  Brownlie. Wallace, Armstrong & Bander

the sum of $§ 1,250.00 paid by Check No. 3759 dated

Januarv 23, 1979 in full settlement of 211 damages and claims for

damages connected with or arising out of Brownlie, Wallace, Armstrong &

Bander operations upon the following described

to-wit: #1 Eva Putnam .
NE NE Sec. 20, T23N, R59E.
; Richland County, Montana

including all clains cf Ihe undersigned fcr dazzges to seid land (on
consicderztion a2lso specifiiceally covers settienent Zor access road -o
well, tank battervy site zand a2ccess recad to tank batterv) znd =-he

inprovecents, crops, trees and ers wh

2
™
1

o}

t

to or connected with geclo

im

icel explorac

[WH

cn and the drilling and

[t}

operation of said prezises nd in considerzticn of the payaent of

said amount, the undersigned releases

g Brownlie, Wallace, Armstrong &
Bander from all such clzips znd demands.
SIGNED this dav of , 16§ .

KERMIT J. PETERSEN

Social Security No.

AP

Mailing Address:

WITNESS:

procpercy



RECEIPT AND RELEASE

RECEIVED of BROWNLIE, WALLACE, ARMSTRONG & BANDER

the sum of $ 1250.00 paid by Check No. 2823

dated

May 2, 1978 in full settlement of all damages and claims for

damages connected with or arising out of #90-13X Perersen

drilling

operations upon the following described property,

to-wit:

C SW% Section 20, T23N, RSYE
Richland County, Montana

including all claims of the undersigned for damages to said land (this
consideration also specifically covers settlemant for access road to
well, tank battery site and access road to tank bdttery) and the
'improvemenfs, crops, trees and waters thereon, cauged by, incident

to or connected with geological exploratioq and the dxilling and
operation of sald premises, And in consideratién of the payment of

said amount, the undersigned releases BROWNLIE, WALLACE,

ARMSTRONG. & BANDER from all such claims and demands.

SIGNED this day of , 19 .

Kermit J. Petersen

Social Security No,

Mailing Address: R.R.

Sidney, Montana 59270 *

WITNESS:
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DIVISION ORDER

WFE:gs™ !
J: WESTERN CRUDE OIL, INC. Lease No,_ 15746
P.O. Box 5568 -
} Denver, Colorado 80217 Dnte___June 21, 1977

i The undersigned, and each of them, guarantee and warrant that they are the legal owners of their soanectis e §obe e o
» ‘ , N pective interests, in

2 proportions hereinafter stated, in all oil produced and saved from the
BANDER OIL COMPANY - PETERSON 20-21

. lease,

xcated in Richland County, State of Montana _. described ss:

W/4 Section 20, T23N, RS59E, M.P.M.

b

Sffective at 7:00 A.M. Date of First 0il Run

cand until further written notice, vou are nuthorized

’; receive all such production, for your own purchase or for resale, to receive pavment therefor, o cive credit {or all proceedy

erived thercfrom end pay therefor as follows:

}wNm N0, CREDIT TO DIVISION OF 1N UERE ST
%

FOR DIVISION OF INTEREST SEE EXHIBIT "A" ATTACHED
HERETO AND MADE A PART HEREOF.

\ O P

|
)
o
I,_'_

iprintcd above ocur signatures.
. . SOCIAL SECURITY OR
SIGNATURE OF WITNESS SIGNATURE OF OWNER TAX I.D. NUMBER

- x LR
| |

i e R i I g LT

All covenants appearing on the reverse side hereof are incorporated herein by reference and the Uﬂf’Ll’.‘ll){ﬂvd agree thnt
h shall be deemed and considered an essential part of this division order in like manner and with the same effect as if




DIVISION ORDER

k£ . T NEW .
TO: WE§n3u¢é%Ub OIL, INC. : Lemse No. 13788
P.O. Box 5568
‘ Denver, Colorado 80217 Date_February L 13879

=

The undersigned, and each of them, guarantee and warrant that they are the legul owners of their respective inte

resis, in
L
' the proportions hereinafter stated, in all oil produced and saved from the

BROWNLIE, WALLACE, ARMSTRONG & BANDER - 20-13X PETERSON

lease,

' located in Richland

County, State of__Montana

, described as:

SW/4 Section 20,T23N,R59E*

' *Interest limited to depths down to and including 9,296 feet

b Effective at 7:00 AM. Date of First Oil Run

- and until further written notice, you are authorized
to receive all such production, for your own purchase or {or resale, to receive payment therelor, to give credit for all proceeds
derived therefrom end psy therefor as [ollows:

} OWNER NO.  CREDIT TO  DIVISION OF INTEREST
%
l * FOR DIVISION OF INTEREST SEE EXHISIT "A" ATTACHED [ERETO AND
MADE A PART HERECF.

3
‘ WFE

All covenants appearing on the reverse side hor( of are mu)r;x»rnh-d ht rein by rvforc;xcvvm;l .(;«:‘N:)n:{!‘r‘sk;r;‘d ﬂ}’;‘:( th::t‘
4

ch shall be decmed and considered an essential part of this division order in like manner and with the same effect as if
printed above our signatures.

, . , ot e ' SOCIAL SECURITY «
SIGNATURE OF WITNESS SIGNATURE OF OWNER TAX LDs :}U.\zrf;{-;nm
D — -

X
X

MAIL CHECKS TO FOLLOWING ADDREsS: X




{ EXHIBIT "2

o . LEASE NO. 15745

B’{ NO. CREDIT TO
.

i ROYALTY INTEREST
181 Kermit J. Petersen 1/4 of 1/8
182 Kathryn A. Petersen. 1/4 of 1/8

i383 Anna Petersen 1/4 of 1/8
184 American Metal Company, 3.79347% of

Led.

'185 Climax Molybdenum Company 3.79347% of
186 Herbert D. Hadley 0.84239% of
187 Charles W. Austin 0.17562% of

'388 Midland National Bank 0.43906% of

of Billings, Trustee

l289 Midland National Bank 0.43906% of

of Billings
390 Herman S. Brown and 8.81191% of

l Gladys M. Brown
391 B. V. Bock 1.04000% of
392 W. J. Levy 0.09563% of

‘3 Philip F. Vineberg and 0.66943% of

Irving Levitt
194 Albermont Petroleums 1.14759% of

. Incorporated
¥ 5 Petrol Structors Limited 2.04405% of

'%96 Ada L. Davis 1.70772% of
. BEFORE

';B__NO. CREDIT TO PAYOQUT
157 Harmon R. Pigg .0200000

l397 John M. Parker -0-

549 Paul D. Hess .0100000

l,760 Walter Duncan .0156250

-0 -
362 Raymond T. Duncan .0156250
....O..
161 Vincent J. Duncan .0156250
..O...
!160 J. Walter Duncan, Jr. .0156250
-O._
433 Tom Brown, Inc. . 3912500
Bill D. Saxon .1858435
%9 W. R. Sibley, Jr.,M.D. .0097813
396 Ray O. Brownlie .0489063
(4 James B. Wallace .0489063
195 Jerry D. Armstrong .0489063
108 J. H. Bander .0489063
NOTE: THIS EXHIBIT HAS BEEN

'Y -~

AND SHOULD NOT BE REMOVED!

PUC AN

DIVISION OF

TreMmEnoOC™
L LEI{ubL

.0312500
.0312560
0312500
1/8 .0047418
1/8 .0047413
1/8 .0010537
1/8 0002195
1/8 .0005483
1/8 .0005488
1/8 0110150
1/8 .0013000
1/8 .0001155
1/8 .00082368
1/8 .0014345
1/8 .0025551
1/8 .0021347
AFTER TYPE OF
PAYOUT INTERES'
.0200000 ORI
.0275000 ORI
-0050000 ORI
-0- ORI
.1068750 WI
~0- ORI
.1068750 WI
-0- ORI
.1068750 Wl
~-0- ORI
.1068750 Wl
.1975000 WI
.0838125 WI
.0049375 WI
.0246875 WT
.0246875 WI
.0246875 Wi
.0246875 Wi

MADE PART OF THIS DIVISION ORDER



- » EXHIBIT

"A"

P LEASE NUMBER 15788

. ROYALTY INTEREST

STSR

£ . CREDIT TO
l 883 Anna Petersen
' 526 Kathryn A. Petersen
l 881 Kermit J. Petersen

1/3 of (1/8 of
155.5/160 less
193.545/774.18
of 12 1/2% of
155.5/160)

1/3 of (1/8 of
155.5/160 less
193.545/774.18
of 12 1/2% of
155.5/160)

1/3 of (1/8 of
155.5/160 less
193.545/774.18
of 12 1/2% of
155.5/160) less
1/3 of (1/8 of
.61/160 less
193.545/774.18
of 12 1/2% of
.61/160)

DIVISICOH OF INTERES™

.0303711

.0303711

.0302518

P —— .w—-.«"

{
';527 Vera Seliger

l3092 Sun Oil Company

3884 American Metal
Company, Ltd.

)885 Climax Molybdenum
l Company
IQBBG Herbert D. Hadley
'9887 Charles W. Austin
3888 Midland National
: Bank of Billings,
' Montana, Trustee

! 0553 Jean C. Gay

SHOULD NOT BE REMOVED !

jo—)

1/3 of (1/8 of
.61/160 less
193.545/774.18
of 12 1/2% of
.61/160)

1/4 of 4.5/160

45% of 40/474.5
of 12 1/2% of
of 155.5/160

45% of 40/474.5
of 12 1/2% of
155.5/160

10% of 40/474.5
of 12 1/2% of
155.5/160

1/6 of 5/474.5
of 12 1/2% of
155.5/160

5/12 of 5/474.5

of 12 1/2% of
155.5/160

5/12 of 5/474.5

of 12 1/2% of
155.5/160

.0001191

.0070313

.0046085

.0046085

0010241

.0002133

.0005334

.0005334

TE: THIS EXHIBIT IS MADE A PART OF THIS DIVISION ORDER AND



' - r EXHIBI’I‘ "A"

LEASE NUMBER 15788

NER
9. CREDIT TO DIVISION OF INTERE. .
ROYALTY INTEREST CONTINUED
890 Herman S. Brown and 41.8125/474.5 .0107051
Gladys M. Brown of 12 1/2% of
155.5/160
892 W. J. Levy 2.8/2927.88 .0001162
. of 12 1/2%
of 155.5/160
1893 Philip F. Vineberg 19.6/2927.88 .0008132
and Irving Levitt of 12 1/2%
of 155.5/160
528 Albermont Petroleums 155.5/474.50 .0017856
Incorporated of 10.6042
less 22.4/2927.88
of 12 1/2% of
' 155.5/160
1895 Petrol Structors Ltd. 155.5/474.50 of ' .0028696
[ 11.2083
896 Ada L. Davis 155.5/474 .50 of .0025603
| - 10.0
OQVERRIDING ROYALTY INTEREST
)757 Harmon R. Pigg 155.5/160 of .0194375
2% of 8/8
4161 D-T Company 155.5/160 of .0097188
2% of 50% of :
8/8
2649 Paul D. Hess 2/3 of 50% of 1% .0033333
of 8/8
3259 Duane E. Moredock 1/3 of 50% of 1% .0016667
of 8/8
9897 John M. Parker 155.5/160 of 50% 0267266
. of 5.5% of 8/8
.11 Wwilliam R. Banks 4.5/160 of 1/3 0000117
“ , . of 1/2 of 1/4 of 1%
"gl2 Ellen H. Cantril 1/3 of 1/2 of 1/4 .0004167
| of 1% :
0813 Sylvia L. Hansen 1/3 of 1/2 of 1/4 0004167
f of 1%
3258 Alfred W. Dooley 1/3 of 1/2 of 1/4 .0004167

b _ of 1% )

‘TE: THIS EXHIBIT IS MADE A PART OF THIS DIVISION ORDER AND
SHOULD NOT BE REMOVED !
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EXHIBIT "A"

LEASE NUMBER 15788

CREDIT TO

DIVISION OF 1T

WORKING INTEREST

Walter Duncan

Duncan

Raymond T.

Vincent J. Duncan

J. Walter buncan, Jr.

Electra Energy Company

Tom Brown, Inc.

Bill D. Saxon

-

W. R. Sibley, Jr.,
M.D.

12.5¢ of 4.5/160
of 3/4 and €.25%
of 155.5/160 of
less 6.25% of
of 4% of 8/8

.0533564

7/8
155.5/160

12.5% of 4.5/160 of
3/4 and 9.375% of
155.5/160 of 7/8 less
9.375% of 155.5/160 of
4% of 8/8

.0787163

12.5% of 4.5/160 of
3/4 and 12.5% of
155.5/160 of 7/8 less
12.5% of 155.5/160 of
4% of 8/8

.1040762

12.5% of 4.5/160 of

3/4 and 12.5% of
155.5/160 of 7/8

less 12.5% of 155.5/160
of 4% of 8/8

.1040762

9.375% of 155.5/160
cf 7/8 less 9.375%
of 155.5/160 of 4%
of 8/8

.0760796

25.00% of 4.5/160 of

3/4 and 25.00% of
155.5/160 of 7/8 less
25% of 155.5/160 of 2%
of 8/8 less 25% of 1% of
8/8 less 25% of 5.5% of
155.5/160 of 8/8

.1971484

10.00% of 4.5/160 of
3/4 and 10% bf
155.5/160 of 7/8 less
10% of 155.5/160 of 2%
of 8/8 less 10% of 1%
of 8/8 less 10% of 5.5%
of 155.5/160 of 8/8

.0788594

2.50% of 4.5/160 of
3/4 and 2.5% of
155.5/160 of 7/8 less
2.5% of 155.5/160 of
2% of 8/8 less 2.5% of
12 of 8/8 less 2.5% of
5.5% of 155.5/160 of 8/8

.0197148

b‘l‘E:. THIS EXHIBIT IS MADE A PART OF TH1S DIVISION ORDER AND '

SHOULD NOT BE REMOVED !

(3)
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CEXHIBRIT "A

LEASE NUMBER 15788

CREDIT TO

WORKING INTEREST CONTINUED

Ray O. Brownlie

James B. Wallace

Jerry D. Armstrong

J. H. Bander

3.125% of 4.5/160 of

3/4 and 3.125% of
155.5/160 of 7/8 1less
3.125% of 155.5/160C of
2% of 8/8 less 3.125%

of 1% of 8/8 less 3.125%
of 5.5% of 155.5/160 of
8/8 less 1/4 of 1/2 of 1/4
of 1% of 155.5/160 less 1/4
of 1/3 of 1/2 of 1% of
4.5/160

.0243281

3.125% of 4.5/160

of 3/4 and 3.125%

of 155.5/160 of

7/8 less 3.125% of
155.5/160 of 2% of
8/8 less 3.125% of

1% of 8/8 less 3.125%
of 5.5t of 155.5/160
of €/8 less 1/4 of 1/2
of 1/4 of 1% of
155.5/160 less 1/4 of
1/3 of 1/2 of 1% of
4.5/160

0243281

3.125% of 4.5/160 of

3/4 and 3.125% of
155.5/160 of 7/8 less
3.125% of 155.5/160 of
2% of 8/8 less 3.125% of
1% of 8/8 less 3.125% of
5.5% of 155.5/160 of 8/8
less 1/4 of 1/2 of 1/4 of
1% of 155.5/160 less 1/4
of /3 of 1/2 of 1% of
4.5/160

.02453281

3.125% of 4.5/160 of

3/4 and 3.125% of
155.5/160 of 7/8 less
3.125% of 155.5/160 of
2% of 8/8 less 3.125% of
1% of 8/8 less 3.125% of
5.5% of 155.5/160 of 8/8
less 1/4 of 1/2 of 1/4 of
1% of 155.3/160 less 1/4
of 1/3 of 1/2 of 1% of
4,5/160

THIS EXHIBIT IS MADE A PART OF THIS DIVISION ORDER AND

SHOULD NOT BE REMOVED

{4)

.0243281
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TESTIMONY ON HB 792
DON L. ALLEN
MONTANA PETROLEUM ASSOCIATION
A DIVISION OF THE
ROCKY MOUNTAIN OIL AND GAS ASSOCIATION

FEBRUARY 20, 1979

' MR. CHAIRMAN AND MEMBERS OF THE COMMITTEE MY NAME IS DON ALLEN, REPRESENTING
THE MONTANA PETROLEUM ASSOCIATION, A DIVISION OF THE ROCKY MOUNTAIN OTIL AND GAS
ASSOCIATION. THIS ASSOCIATION'S MEMBERS INCLUDE INDEPENDENT OIL OPERATORS,
MEDIUM-SIZED EXPLORATION COMPANIES, AND MAJOR PETROLEUM FIRMS

D jﬁum e el veok )

A WORD ABOUT THE IMPORTANT LINK BETWEEN THE OTL AND CAS INDUSTRY AND THE
AGRICULTURE INDUSTRY. AN AVERAGE HOUSEHOLD IN AN UNINCORPORATED AREA USES
1,000 GALLONS OF GASOLINE ANNUALLY, COMPARED TO 700 GALLONS PER HOUSEHOLD IN
AN INCORPORATED AREA.

0W IS THIS ENERGY USED? THE PROCESSING OF FOOD AND OTHER PRODUCTS ACCOUNTED
FOR 28%; FARM PRODUCTLON TOOK ANOTHLR 22%; INPUT MANUFACTURING REQUIRED 20%:

MARKETING AND DISTRIBUTION, 187%; and FARM FAMILY LIVING, 12%

2%.

* IN CROP AND LIVESTOCK PRODUCTION, FUEL FOR FARM VEHICLES AND MAHCINERY--
COMBINES, TRACT&%, ETC. -- ACCOUNTS FOR ABOUT 80% OI' ENERGY USE ON THE FARM.
THROUGHOUT THE fOOD AND FIBER SECTOR, PETROLEUM IS USED ENTENSIVELY IN THE FORMS
OF FERTILIZER OR PESTICIDE, IN THE DRYING PROCESS OR TO POWER ILRRIGATION SYSTEMS.

LET'S LOOK AT SOME OF THESE AGRICULTURAL USES OF ENERGY IN DETAIL:

FIRST, 450 BILLION CUBIC FEET OF NATURAL CAS IS USED ANNUALLY IN THE PRODUCTION
OF NITROGEN FERTILIZER. FROM 1940 TO 1974, USE OF FERTILIZERS IN Tii UNITED
STATES INCREASED FROM 8.7 MILLTON TO 47 MILLION SHORT TONS PER YEAR. TODAY MANY -
EXPERTS BELIEVE THAT 307% OF U.S. FARM PRODUCTION CAN BE ATTRIBUTED To FERTILIZLR.

SECOND, PETROLEUM DERIVATIVES FROM PROPANE, BUTANE AND NAPHTUHA ARE FORMULATLD

ne,

INTO THE THREE MAIN CHEMICAL PESTICIDES USED BY FAIMERS:  INSECTICRLES, HERBICIDES

AND FUNGICIDES. CONTROL OF DISEASE ORCANISMS, INSECTS AND WEEDS DEUEND ON ThHE

L
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USE OF 300 BASIC PESTICIDE CHEMICALS--MANY OF THEM PETROLEUM BASED. ABOUT 500, 000
GALLONS OF PETROLEUM A DAY ARE USED IN THE FORMULATION OF PUESTICIDES. |

A THIRD USE OF ENERGY IS IN IRRICATION, ESPECIALLY IMPORATNT IN THE WESTERN
STATES. PRESSUREIZED DISTRIBUTION SYSTEMS ARE THE MOST EFFECTIVE AND THE MOST
ENERGY INTENSIVE. PUMPING WAfER FROM WELLS ALSO REQUIRES ENERCY USE.  APPRONTMATELY
6 MILLION GALLONS A DAY OF OIL-EQUIVALENT FNBERGY IS USED IN LRRIGATION.

FOURTH~CROP DRYING TO REDUCE BAD WEATHER LOSSES REQUIRES OVER 4 MILLION
GALLONS OF OIL-EQUIVALENT DAILY. |

TIMING IS A CRUCIAL ASPECT OF ACRICULTURAL ENERGY USE. FERTILIZER AND PLSTLCIDLY
MUST BE AVAILABLE AT A CERTAI§ TIME OF YEAR. IRRIGATION CANNOT BE POSTPONED.

AS A BACKDROPi}@héégééggéggﬂ%éls LEGISLATION, I THINK IT WOULD BE HELPFUL TO
TAKE A QUICK LOOK AT THE ENERGY SITUTAION IN TODAY'S WORLD AND ENAMINE HOW MONTANA
FITS INTO THAT POSITION.

THE U.S. IS IMPORTING OVER 42% OF ITS CRUDE OIL, COMPARED TO ABOUT 1/3 AT THE
TIME OF THE 1973 ARAB EMBARGO. THE OVER $46 BILLION COST FOR THAT OIl. LAST YFAR
PLAYED A BIG ROLE IN A WORSENING ECONOMIC SITUATION IN THIS COUNTRY. THE DOLLARS
SPENT FOR IMPORTED OIL LAST YEAR ALONE COULD HAVE PAID THE WACES OF OVHR 2
MILLION AMERICAN WORKERS AND BUILT OVER 700,000 NEW HOMES.

34 OF THE éTATE'S COUNTIES HAVE PRODUCED OIL AND £AS SINCE TUHE FIRST
. PRODUCED GAS AND OIL CONSECUTIVELY IN 1915 and 1916. IT RANKS 20T IN THE U.S. IXN
GAS PRODUCTION AND IATH IN OLL WITH 1.1%Z OF THE US{S PRODUCTIOX.

MONTANA IMPORTS OVER 407% OF THE OIL TO RUN ITS SIX REFINERIES AT A PREMIUM
OF $2.00 PER BARREL OVER WORLD PRICES FOR THAT OBTAINED ON EXCHANGES TROM CANADA.
THAT TRANSLATES INTO AN EXTRA COST OF 6¢ PER GALLON OF CGASOLINE TO HONTANA'S'CONSUH&RS~

FROM OIL WE OBTAIN BY EXCHANGES VERSUS THAT BFING PRODUCED IX MOKTANA. INCIDENTALLY

I Loavbadi
e : . /.
THEE PRODUCTS MADE IN THE SIX REFINERILS FUFL THE LAV N OF MOTNANALTHAT
) .
ARE o (10 Y.t o 7 ECONOMY OF THE STATE = NOT THE LEAST OF WHICH

f,;k’

IS AGRICULTURE. CANADA IlaS RECENTLY EXTENDED TUL CUTOFF DATE'YQD/EXPORTS OF LIGuY

CRUDE OLL UNTIL THE END OF 1Y81.
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THE $2.16 PER MCF FUR NATURAL CAS WE PAY THE CANDIANS ALSO RESULTS IN HICHER
FUEL COSTS FOR MONTANA'S CITIZENS ALTHOUGH OUR OWN PRODUCERS ARE NOT RECEIVING
NEAR THAT PRICE FOR GAS PRODUCED IN MONTANA. |

MONTANA UNFORTUNATELY HAS LONG CONVEYED A DISTINCT MESSAGE TO OUR INDUSTRY
THAT THEY WERE NOT NECESSARILY WELCOME OR IF THEY DO WANT TO PRODUCE OLL AND GAS
THEY MUST PAY A PREMIUM. OTHERWISE, WHY - THE HIGHEST TAXES OF ALL THE STATES
INCLUDING ALASKA: - THE HIGHEST COSTS FOR LEASING LANDS? (STIMES NETGHBORING STATES)

PROOF OF THE RESULTS OF THE STATE'S ATnggg:CAN EASILY BE OBSUERVED BY

-FEWER RIGS RUNNING THAN ANY OTHLR STATE IN THE REGION; - LESS INCREASE IN
TOTAL OiL AND GAS ACTIVITY THAN NEICGHBORING STATES; - OIL PRODUCTION OFF ACAIN
30,280,800 bbls - 1978
32,680,054 bbls - 1977
- natural gas production dewn
47.13 MCF —.;978
47.23 MCF = 1977

ALTHOUGH PRICES HAVE BEEN CONTROLLED SINCE gGUST 1971, THE GRADUAL PRICE
INCREASES ALLOWED UNDER FEDERAL LEGISLATION HAS SPURRED MORE LEASING AND DRILLING.
BUT MONTANA IS STILL LACCING BEHIND. A BOOM IN THE MON-DAK FIELD IS OCCURRING
 AND SOME OF Mé&&ANA'S EAST SIDE IS IN THIS HIGHLY POTENTIAL AREA.

THOSE APPEARING HERE TODAY IN SUPPORT OF THIS BILL HAVE SOME LEGITIMATE
COMPLAINTS BUT THE BAD MAS BEEN OVER EMPHASIZED. 1T HAVE WORKED VERY UARRD AND

CONTINUOQUSLY FOR THE LAST 3% YEARS TO IVPRth THE LALOG BET&E:\ THE OIL AND GAS

K ""‘ B [T Y AP "l N
i 8 ; ,
INDUSTRY AND THE LAND AND MINERAL OWF\R\, hL C}RT\IN[Y AGREL THAT YATK CO”UR‘Q\IIOQ

BE PAID TO THE SURFACE OQWNER FOR DAMAGES ToO THE CROPS AND OTHER LOSSES SUSTAINED.

HOWEVER MONTANA LAW IS VERY CLEAR ABOUT THE RIGHTS OF THE HENERAL OWNER TO HAVE

ACCESS TO MINERALS AND TO PRODUCE TUEM.  MOST OF THE INDEPENDENTS AND COMPANLES
——r

EXPLORING FOR QX AND PRODUCING OLL AND CGAS DO A COOD JOB AND DO PAY FAIR :‘\J‘ﬂ RESERA

COHPENSATE FOR DAMACES. SO WY "FHROW THE BABY OUT WITH THE WASHY

i
A}



MR CHEERMAN, MEM;ERS OF THH-COMﬂiTTHE, OTHER INDUSTRY SPOKESMEN WiLL ADDRESS
' SPECIFIC CONCERNS WITH THIS BILL AND ITS NEGATIVE TMPAGTS BUGT I WAND 4N JUST
BRIEFLY TOUCH ON A COUPLE OF POINTS
SAme
FIRST OF ALL IT IS IRONIC THAT THOSE SMAL STURDY STALWARTS OF Tilk LAND WHO HAVE
DONE SUCH AN OUTSTANDING JOB OF FEEDING THTS COUNTRY AND UCH OF THE WORLD AXD
WHO HAVE BRAVELY AND CORRECTLY RESISTED SUCH THINGS AS GUN CONTROL LEGISLATION AND
OTHER RESIXIANK INDEPENDENT POSITIONS WOULD ALLOW SOME AMONG THEM T0 DEVISE
SCHEWE(UTTHOUT FIRING A sugg’ EKK WHEREBY AN INnIvbeAL CAN MAKE A PROFIT FROM
SOMETHING HE NEVER OWNED, OR TAKE SOMETHING THAT DOES NOT BELONG TO HIM.
sowﬁONE ONCE SAID THAT “AN HONEST MAN CALLS A SPADE, A SPADE--UNTIL
HE STUMBLES OVER ONE IN THE DARK"! S0 I WILL CALL THIS PROPOSED LECTSLATION WHAT
:>IT REALLY IS:
~ANT I-CONSUMER
~ANTI-MONTANA
-SPECIAL INTEREST
//-wulcn WILL RESULT IN:
~-LESS TAXES TO THE STATE
-LESS TAXES TO THE COUNTIES
~LESS SUPORT FOR THE STATE'S EDUCATION PROGRAMS
-LESS INCOME FOR THE STATE'S TRUST FUND (LOSS OF BOWUSES AND RENTALS)
/; f Fialf
~BIKH EA&$4G§£AREY}HIGHER PRICES FOR PETROLEUM PRODUCTS
~-POTENTIALLY HIGHER PRICES OGOR NATURAL GAS
-MORE PRESSURE ON ALL OTHER SEGHMENTS OF THE ECONOMY CONTRIBUTING TO THE TAX BASE
-NECATIVE IMPACT CAUSED BY FEWER INDUSTRY JOBS IN THE STATE
j:>> REGARDING THE PROBABLY UNCONST ITUTTIONAL 2L,% ROYALTY PROPOSED:
 _TiERE IS NO EQUITY PROVIDED éx A FORMULA WHICH
'—DOES NOT ALLOW FOR THE DIFFERENCE LN PAYMENT FROM 2L% OF A 20bbl/d WillL AN A

500 bbl/d WELL:



-DOES NOT DISTINGUISH Baimg VOTREERENT

o SRENT DRIDLERS' COSTS IN TARIOUS PARTS OF THE <1

-DOES NOT AYLOW FOR DfFl ERENT VALUL RS BETWEEN PRIME FARMLAND SN0 GRAZDNS

~DOES NOT RECOGNIZE THAT MORE SURFACE DAMACE GF COULD OCCUR FROM 1Y DRY SERE 1

THAN FROM 1 PRODUCING WELL.

ir
UNDER THIS BILL, EV ..\‘,1'1'112‘. SURPFACE OWNE

>

WES NOT OWN THE MI oML PROPERTY

GAINS REVENUE FROM THAT PROPERTY.  EKVEN

PEOTHE SURFACE OWNER BAY o1l o SELLS

HIS MINERALS FQR A PROFIT, HE CAN STitl RECEIVE \ ROYALTY, ANOTHEE PROVIT FROY

SOMETHING HE SOLD. il SELLS I'T AND YET STILL HAS TT.  LF THAT 20NV BY TOO FASY

HE MAKES A PROFIT FROM SOMETHING HE REALLY NUVER OWNEDD (T8 T PFTROLIUM INDUSTRY

TRIED THAT, IT WOULD BE CALLED A GIANT, CORPORATE RIP-OFF.)

HOW MUCH PROFIT? IF THE SURFACE OWNER TS LUCKY

ENOUGH, AS THIS BILL WaLin

PROVIDE, TO BE A ROYALTY RECEIVER ON A 1,000 bbl/d WELL, WITH THE CURRENT

APPROXIMATE PRICE OF SI2PER BBI, FOR "NEW' OIL--THAT ADDS UP TO $12,500 PER DAY

MINUS THE TOTAL PRODUCTION TAXES O S{,600.00 PER DAY. THE 2070 WOULD FHEN GIVE
TO THE SURFACE OWNFR $272.50 per BaY! I¥ HE HAD FOUR WELLS ON §ilS FARM, HE

CCULD RECEIVE $1,090.00 PER DAY, W{THOUT HAVING DNVESTED ANY CAPTTAL O

U WITHOUT

HAVING TAKEN ANY OF THE RISK OF THY

o

INVESTORS AND SHAREHOLDERS WHO MADE IT ALL

HAPPEN TO START WITH--AND WHO THEN WOULD HAVE WHAT WOULD BE LEFT.  AND-=WITHOUT

ONE CENT OF THIS NEWLY CREATED INCOME PRODUCING ONE MORL DROP OF OIL OR MCF OF GAS.

IT WOULD BE VERY TRAGIC INDEED [F ALL THE MINED A ¢, «aBEHIND THIS

PROPOSED LEGISLATION WOULD CAUSE THE NEGATIVE IMPACTS INSURED BY ITS ENACTMENT.

UNLESS ALL OF THE OTHER STATESPASSED STIMILAR LECTSLATION SIMULTANEOUSLY, MONTAN!

WILL BE EYEN MORE OUT OF STEP IN DUVELOPMENT OF ITS OIL AND CAS RESOQURCES. YESR,

THERF WILL CONTINUE TO BE EXPLORATLION AND PRODUCTION

Cop 7o NOT BE ABLE TO COMPETE FOR THE

, BUT AT A VASTLY REDUCED PACE .

MONTANA WILL EXPLORATION DOLLARS NEEDED.

I SINCERELY HDEBE THAT YOU WILL NOT £EDT THOSE WHO WOULD REAP A WINDFALL FROM

THIS BILL PROGPOSE THE INHERANT, INDVITARLE, AND COSTLY PUNALTIEY ON THE REST OF

THE STATE'S CITIZENS AT THIS CRUCTAL TIME WHEN WE NEED 7O DEVELOP OUR ENOWN
*
Y

ENERCY RESOURCES IN ORDER TO BUY TIME TO DEVELOP OTHER NEEDED ENERCY SOURCES.
\



1Y
A,
iy,

»- . -
THANK YOU FOR THE OPPORTUNITY TO APPEAR BEFORE THIS COMMITTER, AND I WILL

BE AVAILABLE FOR QUESTIONS AT YOUR CONEENIENCE.
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NOTES
HB 792

2%% overriding royalty to surface owner

This bill would have an adverse impact on state lands and the public school

trust fund.

The department as trustee manages over 6 million acres of mineral interests.

Approximately one miliion acres are severed mineral interests.

In 1978 the school trust received $11% million in receipts from o0il and gas.

Approximately $7% miilion was from cil and gas rentals.

Applicants are required to bid against other potential lessees in order to obtain

a state oil and gas lease. These bids are in the form of increased rentals for

the first year of the lease. These bids amount to millions of dollars each year.‘
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If the oil and gas lessee is required to pay the surface owner a 24%% overriding

royalty, the amount of rentals would be considerably reduced.
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