
MINUTES OF THE MEETING OF THE NATURAL RESOURCES CO~rnITTEE 
MARCH 4, 1981 

The House Natural Resources Committee convened in Room 437 of 
the Capitol Building on Wednesday, March 4, 1981, at 12:45 p.m. 
with CHAIRMAN DENNIS IVERSON presiding and fourteen members 
present (REP. NEUMAN was excused and REPS. NORDTVEDT, QUILICI, 
and HUENNEKENS were absent). 

CHAIRMAN IVERSON opened the hearing on SB 16. 

SENATE BILL 16 SENATOR ED SMITH, sponsor, presented the bill 
which would require mineral developers to give written notice 
to surface owners of the intent to begin drilling operations, 
to require mineral developers to compensate surface owners for 
damages caused by drilling operations, and to allow such compen­
sation to be made in annual installments. See Exhibit 1. 

Speaking as a proponent was DON ALLEN, Montana Petroleum Asso­
ciation, who said his organization had worked with the sponsor 
to develop this bill and that it is a compromise. He supported 
the bill without amendment. 

SENATOR LARRY TVEIT spoke in favor of the bill. See Exhibit 2. 

JO BRUNNER, Women Involved in Farm Economics, spoke in favor. 
See Exhibit 3. 

PAT UNDERWOOD of the Montana Farm Bureau testified in support 
of the bill. See Exhibit 4. 

Also speaking in favor of the bill were CHRIS JOHNSON, Montana 
Farmers Union; REP. JOHN SHONTZ; PAT OSBORNE, Northern Plains 
Resource Council. 

There were no OPPONENTS. 

SENATOR SMITH closed on the bill. 

During questions from the committee, REP. KEEDY questioned the 
method by which owners can reach an agreement with the company. 
He asked what does happen when ·the companies and the people can­
not agree. SENATOR SMITH answered that the courts will solve 
that type of problem. 

REP. ROTH asked how the law would be enforced. SENATOR SMITH 
again stated that the courts would handle it. 

REP. KEEDY questioned the part of the bill which referred to the 
impacted land only being covered. There could be direct impact 
on only a small area and yet a large impact on the rest of the 
ranch. SENATOR SMITH said the landowner would be paid for the 
inconvenience and disruption. 
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REP. KEEDY asked about the effective date of June 1. SENATOR SMITH 
said that would give the companies time to get the word out. 

REP. SHELDEN asked if the Senator felt the recourse of going to 
court will have to be used often. REP. SHONTZ answered that interest 
will be paid from the date of injury to the person or property which 
will help prevent long court cases. 

The hearing closed on SB 16 and opened on SB 165. 

SENATE BILL 165 SENATOR ED SMITH, sponsor, presented the bill which 
would provide for compensatory royalties in lieu of offset drilling 
on state oil and gas leases. The Legislative Finance Committee 
went over the income of the Department of State Lands and felt the 
department was not getting fair compensation for oil leases. 

DAVID WOODGERD, Department of State Lands, spoke as a proponent 
of the bill. See Exhibit 5. 

DON ALLEN, Montana Petroleum Association, supported the bill saying 
the state should have the options provided. 

SENATOR LARRY TVEIT also spoke in favor. 

There were no OPPONENTS. 

SENATOR SMITH closed on the bill. 

During questions from the committee, REP. KEEDY questioned the 
language referring to non-producing leases. REP. BROWN explained 
that non-producing means there is not a well actually producing 
gas or oil. 

REP. SHELDEN asked if this problem arises with owners of private 
lands. MR. ALLEN replied that private owners can go to the gas 
and oil board to handle their problems. 

The hearing closed on SB 165. 

EXECUTIVE SESSION SENATE BILL 16 REP. MUELLER moved DO PASSon 
the bill. 

REP. KEEDY stated that he felt people could do without the bill. 
If the parties cannot make agreement, they must go to court. He 
suggested adding a section that was previously stricken. 

CHAIRMAN IVERSON said there are two different types of property 
rights at issue. It is impossible to say which is superior. 
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REP. ROTH mentioned that there is no enforcement clause. 

DEBBIE SCHMIDT, staff researcher, said the court has the authority 
to award fees and costs now. The language could be added to the 
bill but it is already implied. 

REP. SHELDEN said he felt the surface owner should have notice 
and that the bill does not address that. 

REP. HARP made a substitution motion of DO NOT PASS. 

The committee decided to withdraw all previous motions and discuss 
the bill at a later date. 

SENATE BILL 165 REP. MUELLER moved DO PASS on the bill. After 
some discussion on the definition of non-producing lease, the 
committee voted unanimously that the bill BE CONCURRED IN. 

The meeting adjourned at 1:45 p.m. 

Respectfully submitted, 

= 

Ellen Engstedt, Secretary 
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Mr. Chairman- Members of the Committee, I am Senator Ed Smith, 

District 1, sponsor of SB 16. 
.. =-. ~.;. :. ..... - : . .r' 

In ·no way is this proposed legislation being introduced·t~ -har-"'-- : 
". _: •. o. ....... . 

rass the oil industry or hinder oil and gas production.·- :: .. :-.: .. :. 
. .. 

T .~; •• 

We need them and we certainly. need the product they produce. _:we ' .. 

also appreciate the tax monies that the oil industry contributes to 

run our school systems and to County, State and Federal Government. 

However, I do feel there are some problems that need to be 

corrected so a better spirit of cooperation can be created between 

the oil industry and land owner. 

I would be remiss if I didn't add that many oil companies are 

already doing what we are attempting to do with this legislation, 

and I congratulate them for it. 

Oil production and agriculture production can be compatable 

and many problems can be elimenated if better communication is 

brought about. 

I come from an area where there has and is a considerable amount 

of oil production and exploration. 

There are alot of problems and these same problems can develope 

in most areas of the state as increased oil and gas exploration con-

tinues. 

I feel the surface owner should have :.-:I?ights and 

- . . 
' ...... 

.... : .•.. '.' .. -~ .. " .:.:~ -.:.:- ":~-.. 
".,#... .> ... : ~~ .' •... : ..... • ... 0.,: ...... ° .:_.. . ,: _~ •• : 

expect' :~~~s'~~~-·~ 
... .'. ~ . 

• ; r. . . ~ .' ._ 

able consideration when oil and gas development is experl.enc~d· on": '.;'.:::".-
.... ~.. .. .... \. :.. r ., .,.; ~ 

their property, and more so when minerals are severed from the~.=:: .. ,;~~· ::---.:.:. 
. - o. * ... 0 

surface. 

Some oil companies do -::omply with what is recommended in, .this 

proposed legislation. 
/ 

o 
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Others have a complete disregard for the -surface owners rights. 

This is what we hope to change by this legislation. 

(read) ~ {)1;Cf ~~ .. -.- .... " ... :.: .. 

This type of legislation was introduced in the 

• • a.~ ..... :--..... :- "" p.,', 

.... : .. : -'':' 
- ': . - ...... ",',.:. -..... ~ .... 

1979'session of"':::'~ 
.. '. ~;~~ -:.':.L. :;;; 

court' and- upheld.. . ~. North Dakota legislature. It was passed, taken to 

Their law is much more stringent then what we are proposing •.... 

You will notice as I go through the bill that we have made 

several concessions to the oil industry. 

, . 

. ..... . .~ " ", 

:. '. ;"" .. ~,' .... ":,, 

.. ' .... 
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t~oriheasl 

t~ontana land And r,~ineral 

Owners Association, Inc. 
Westby, Montana 59275 

~: .... _.- . -.-- .-. .... " ..... ".- .. - -~ ... ;. .. _-..;..,-=.. 

I am Norman A. Nelson, a farmer in J~ortheast l·lontana. 11m in favor of 

Senate Bill #16. I am .chairman of the Northeast i-lontana Land and 

['Jineral Owners Association, Inc. The: association represents about 3 

million acres in J;ortheast J·jcnta..'1a. The association vas organized 

in 1975 because of the interest in the problems farmers and ranchers 

vere having-vith oil activity. 

J 
Some of the me~bers have tried to obtain an annual rental payment 

from several oil companies due to land taken out of production. 

But, they have been flatly refused time and time again. Fev oil 

companies are already making these annual payments. 

When an oil company can COBe and take up to 15 acres of your land 

out of production, and use it like Sun Oil Company has on our 

land, and use it for a period up to 35 y~ars for an offer payment of 

~1450.00, and call that an honest and fair payment, something is 

vrong. We did receive a payment from Sun Oil in 1965, vhich ve 

thought vas for the locatio~ or drill site only. Then ve discovered 

it vas for-all damages done on the first location. 

That location consisted of ~~bout 5 acres. Since that time they have 

built 2 more locations--one vas dry and the other is in production. 

So a total of about 18 acre: has been involved. , 

• 



/ 
/ Su.~ Oil then offered us a payment, a one-time payment, of S1450.00. 

We still pay taxes on the 640 acres of prime farm land. I might add 

all ve have ever asked for vas an annual payment based on loss of 

production. 

I·~. Chairman, I have presented you vith a copy of that check from 

Sun Oil vhich involves that $500.00 payment. Also, you have a letter 

from Centura Oil Conpany dated P~y 14, 1979. The letter states on 

line three theyvould pay a one-time rental fee for a surface ease-

ment. I might add that ve have never signed any kind of easement. 

After all, ve do 0\JI1 the land. 

On page tvo of the same letter you vill also note they did offer us 

$200.00 on this site after tearing up that amount of land. As I see 

it, an offer of $200.00 is ridiculous. Tnrough the efforts of the 

landovner's association, ve did finally receive a $2,500.00 payment 

after negotiations. 

In another related matter, again pertaining to SunOil Company, in a 

letter dated December 12, 1980, you vill note a settlement of 

damages. It states, if ve accept, full settlement and compensation 

for all damages of every kind caused by. incident to, or tha~ vhich 

may result from the activities set forth belov on the land described 

belov, and do he::--eby fully release Sun Oil Company (Delevare) its 

joint operators, associates, agents, employees, successorz, and 

assigns, from all claims therefore, vhich, I might add, is forever! 

: r, 
;. .. J. 
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.I "Gain \.Ie tried to obtain an annual rental but Sun Oil refused. 

1 also vould like to add \.Ie do not vant to sell this land to anyone, 

at any price, but to farm the land in the best possible manner. 

The Northeast j~ontana Land and l-lineral Ovner I s Association has tried 

to persuade the oil companies to give the land ovner an annual rental 

: ee. Still,. some of the companies have flatly refused. So ve ask this 

committee to vote in favor of this Senate Bill #16. 

In summing this up, 2 years ago the oil co~panies argued that they 

could not give the surface ovner a 2! percent overriding royalty. 

They argued, and ~aybe rightly so, that you cannot take property from 

someone and give it to someone else. Is that not vhat they are doing? 

Taking ou:' land using it themselves-for nothing??? 

Thank you. 

/ 
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/CEXTI;K\ J~COI<POK\TED. I JOH C,lIl1r.1nly Balik Tmn:r. Cml'lIs C1.rlsU. Tou.ls 7H-47fi. Phone (5]2) HH2-3321 

~1R. NORMAN A. NELSON 
Westb~ Montana 59275 

Dear Mr. Nelson: 

t~ay 14, 1979 

RE: Coal Ridge Prospect 
#l C. W. Nelson 
Sheridan County, Montana 

You are correct in your understanding that your location will be smoothed 
out. I suspect that by the time you receive this letter you will have 
been contacted by our dirt contractor. 

However, your estimate and our estimate of the damage to your surface are 
way out of line. When I originally talked with you, before we had moved 
any equipment onto your property, we had tentatively agreed on damages if 
a location were built. The terms we discussed are as follows: 

1) The access road would be less than 30 feet wide; 

2) A five acre location would be $450.00. (5 acres x 28 bushels per 
acre = 150 bushels x $3.00 per bushel = $450.00) 

3) In the eV~~~~~QffiPJ~ted th~ well ~~roducer we would pay a 
one-time rental fee for a surface easement. 

During the same conversation you told me that you would send me your 
"standard damage agreement" to look over and di scuss further. I never 
received any form of damage agreement from you. 

Because our well on an offset location was a dry hole, we never built a 
location or moved in an actual "drilling rig. 1I We merely leveled a location 
and moved in a spud unit. We did not dig any pits; we did not spill any 
salt water or drilling fluids; 'we did not spread any gravel, caliche or 
other surface material; and there were no crops on the location to damage. 



r·1r. Norman A. Nelson nay 14, 1979 
Page Two 

Your request for $2,500.00 is not only considerably more than our tentative 
agreement for a location suitable for a drilling rig large enough to drill 
an 8,000 foot well but it is unreasonably high for the actual damage to the 
surface, if any at all. 

Therefore, we will smooth out the location and return it to as near its 
original condition as feasible and pay you the sum of two hundred dollars 
as damages. 

In view of the facts I believe this is a reasonable settlement and I further 
bel ieve that any di si nterested thi rd party woul d ·agree. 

If you have any questions, please call. If we do not he~r from you a ch~c~ 
.in the amount of two hundred dollars payable to C. W. Nelson & Sons will be 
sent. 

JCH:dd 
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Sun 6662A 

SETTLEMENT OF DA}1.~GES 

KNOW ALL MEN BY THESE PRESENTS: The undersigned hereby 

acknowledge receipt from SUN OIL COMPANY' (DELAWARE), a corporation, 

Four Thousand and no/lOO---------------------- Dollars -------------------------------------------------------------------
($ 4) 000. 00 ), which is accepted by each of them in full settlement 
and compensation for all damages of every kind caused by, incident to, 
or that may result from the activities set forth below on the land 
described below) and do hereby fully release Sun Oil Company (De1a;.;are~ 
its joint operators, associates, agents, employees, successors and 
assigns, from all claims therefor. 

Payment of damages to wheat caused from the drilling of 

the State A-3 well and accp.ss road. 

NOTE: It is agreed there will be no charge for the lea'se road along 

the section line. 

NOTE: It is also understood and agreed between both parties that if 

Sun exceeds three (3) acres for the location of the said State A-3 

well that Sun will pay C. W. Nelson & Sons, Inc. for the 

additional acreage . 

. Center of SE~ of Section _1_6 __ , Township 35 North ,. Range 58 East , 
________ S_h_e_r_1_

o
d_a_n _________ COUNTY, STATE OF Montana 

WITNESS our hands this day of December , 19 80 -------- --------------------
WITNESSES: 

K 
-----------------~---------------

Co W. NELSON & SON INC 

By: 

C&lA 1819 

Name 
Title 



January 28, 1981 

Testimony before the Natural Resources Committee. 

I'm Steve Christian, Shelby, Montana, Director of Northern 

Montana Land and Mineral Owners Association, Inc. 

Mr. Chairman and Member Senators: 

I support Senate Bill 16 because I feel it will aid in 

communication between oil operators and landowners, which at prese~t, 

I feel is the major problem with their relationship. It asks 

nothing from either party that is not carried on at this time by 

conscientious operators and landowners. It will be a definite aid 

for better relations between inexperienced or inconsiderate people. 

This type of legislation has been sorely needed for some time, 

and will be especially valuable in areas of new exploration. 

Therefore, I feel it is timely when we are locally and 

nationally conscious of the need for energy supplies. I also feel 

it will promote smoother relations and in many cases expedite 

operations. 

I encourage this committee to send this bill to the floor with 

a Do Pass recommendation. 

Thank you. 

/s/ Steve Christian 



When oil development started in the area, interest and curosity 

led me to visit the operations. The main thing to my interest and 

COncern in the two locations visited was· the liners in the sump 

pits being torn and rendered useless.· The same thing happened on 

the first location on my place. This allows the waste disposals 

to saturate the soil. 

The first location on my land disrupted the irrigation system 

and they promised it would be put in order. Attempts were made to 

correct it and I was asked if it looked like it might work. My 

reply: "I don't know until I run water in it and no one will know 

until it is surveyed and put on grade." After two years of not 

being able to irrigate my field, it was surveyed and put in right. 

The company's representative told me they felt they had fulfilled 

. their obligation and have refused to compensate for production 

which was lost those two years that the field couldn't be irrigated. 

This amounts to approximately 5 Ton an acre for 2 years on 12 acres. 

10 x 12= 120 tons at $100 a ton. 120 tons x 100 = $12000.00. 

A second well was drilled on my place in a dryland area. It 

was non-productive and abandoned. The site wasn't cleaned up in 

two months after the rig had moved out and pits were full and 

ready to spill waste over the land and downstream into fish stocked 

water. I contacted the company and they said they would get it done 

right away.' Nothing happened for another two weeks. I was 

informed that a Joe Simonson in Glendive, Montana was the man to 

police these matters. In a phone call he told me he would take care 

of the matter. In another two weeks I called him again and was 

infonred that it was so far out they couldn't get trucks to haul the 

liquids from the sump pits but the pits could be trenched and it 



would seep away. I said if this were an acceptable procedllre, f:'ne 

get it done. It was done in this manner. The site is lef~ with 

paper sacks, cans, bottles and other trash scattered all around. 

When the third site was to be staked, I was notified 3t 

9 A.M. that the survey crew would be 'there at I P.M. that same day. 

This was the day which I was to be a pallbearer for my neighbor's 

funeral. No consideration was given to try to make it possible for 

me to be included in the process. 

It seems there is no action for me to take to have th:se problE 

corrected, therefore, I support SB 16. 

I%... __ ~~~am ~ 
~~~ Rltter Rt. 1 Box 56 

Sidney, MT Phone 482-3119 

, 



Surface Law . . , 

Stands up to 

Court Test 
North Dakota's new surface owner law, 

which requires 30-day written notice to 
owners; is not unconstitutional. 

This was the c·onclusion of -Dist. Judge 
Gerald Glaser who heard the key test case 
brought by Amoco Production. The 1979 

·Iaw, originally drafted by. Rep: Jack 
Murphy, ended up in court in a case in­
volving Murphy's son, Red Murphy. 

Judge Glasser said he found no constitu­
tional objections to the law but ruled in 
favor of Prnoco on the issue that its lease 
with Murphy was not subject to provisions 
of the surface law. 

"This does not mean I that the surface 
owners are without recourse jf damage has I. 

occurred," Judge Glasser said, "but it does 
mean that they will be limited to those 
rights in existence as of June 30, 1979." 

The issue stemmed a restraining order 
Murphy got against Amoco when it moved 
Ratliff No. 6 to drill on the ElfzNElh of 
Sec. 10-T146N- R96W in Dunn County 
Jan. 15, 1980. 

(Continued On Back Page) 



Mr. Chairman, my name is Bob Candee from Richey. I appreciate the 

opportuni ty to speak on beh~~lf of Senate Bill 16. 1 )~eprescnt myself imd my 

neighbors. The purpose of my testimony is to point out that surface owners 

need further protection under the law. 

Although I don't totally agree with Senate BilLIG, I think it is a step 

in the right direction. Montanans need a law to protect surface owners in oil 

development areas, where the minerals are owned by someone other thil n t:he surface: 

owner. 

In the past, land has been purchased when the buyer was unaware of what 

was to follow.He did not realize the impact of the OPEC nations and the surge of 

oil-related activity that has come since. The price 6f gas has jumped from 

around 30¢ a gallon to over ~ dollar a gallon, and the oil company profits have 

soared. He can also see the damage done by the old oil fields 30 years ago and 

the scars that were left on the land. 

There are many land owners ~ho don't own a single mineral acre, and yet 

have to put up with all the impact of the oil activity such as the destruction 

of his land, the traffic, the smell, and the stained and rusted out buildings due 

to the gas flares and the ruined water wells. 

Cost of production should include compensation to the surface owner. Surface 

owners do not want to deny oil developers and mineral owners their legal rights 

or to stop any development. We wish to establish that the surface owner is entitled 

to fair compensation. 

Compensation should be based on what the land is worth to the drilling 

company to set up on and use, rather than use for agricultural purposes. If 

someone wanted to buy your land for housing development, a trailer court, or 

gas plant, you wouldn't sell it to them for an agricultural price. 
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Fair compensation, in the eyes of Arnaco, was for me to take their first 

offer or go to court. They refused to negotiate ~~more, and refused to 

pay 4d9 annual rental. They agreed to notify me when they were going to move on, 

and didn't; I came home from Billings and they were digging up my field. Tbey 

had my phone numbers, and knew where to locate me. Arn6co was going to pay the 

surface damage amount to the former owner of the land because of the contract 

for deed. They gave me about 5 days notice. Other companies are paying annua) 

rental in my area, and Amoco absolutely refused. 

Wouldn't the oil companies and mineral owners be willing to share a small 

percentage of the profit to greatly improve the relations between the farme~s 

and themselves: .. and wouldn't that be a better investment than giving it to the 

Federal Government? I strongly believe as much as anyone, in the free enterprise 

system, and making a profit, but I can't sit still while big oil plunders. 

can the oil companies, by virtue of a mineral lease, dictate how individual 

surface owners can use their land? The oil companies have constantly imposed their 

own settlements on surface owners, and it's time that we do something about it. 

They are so out of touch, and so isolated from the surface land, that they don't 

know the problems of the local people. 

Who is better qualified to receive fair compensation: (1) the mineral owner 

who probably lives in Minneapolis or Seattle; (2) the oil company with its offices 

in Dallas or Denver; (3) the lease hound who lives in Billings; (4)or the farmer 

who lives on the land and has to try and reclaim it afterwards? 

We would like to be friendly towards the oil companies, but we are constantly 

frustrated by the·way that this bunch has been walking on us. It's incredible, 

in this day and age, that a surface owner has no rights. 

Senate Bill 16 will not address all the issues , ____ It, $ t. It is, however, 

a step in the right ~";'rection, and I would urge this Corranittee to givt Senate 

Bill 16 a "Do Pass" recommendation. 



In the fall of 1978 an oil company consultant came to me 

and said they had an oil well site staked in my pasture. 

This site was 1 mile from any existing roads. 

The consultant agreed to pay $2500 for the well site and 

$1000 for use of tem~orary road. 

In the winter of 1978 they drilled an offset 600 feet from 

well tl. I got no damages for this site. 

In the winter of 1978 Gulf drilled a well on adjacent property. 

They said that they wanted to use the temporary road but they 

should not have to pay damages since the lease company had farmed 

out part of the lease on my property to them and therefore, they 

had already shared in expense for the temporary road. 

My property loss related to these two sites and road amounted 

to 18.15 acres and an additional 5.5 acres was damaged by the road. 

This would amount to a loss of about 2 grazing units to me so I 

asked for $1000 a year since calves were bringing about $500 a head 

at the time. They refused to pay this since they said that they 

have no bookkeeping system to handle annual payments. 

I also recently installed a pivot irrigation system on 

adjacent property. If a well we're drilled on this property it 

could involve a loss of about $2000 per year to me. 

80 
10 

800 
$5 

$4000 
2000 

$2000 

bu. (duram yield our area under irrig. 
Ac. Loss to site 
Bu loss 

market price for duram 
gross loss per year 
expenses in production 
net loss per year 

$2000 yearly loss 
20 year est. well life -:---== $40,000 loss over 20 years 

/s/ Ronald Olsen 
Dagmar, Montana 



· Testimony conce::-ning S.B. 16 Directed to Senatc:~~ Ea S;.:i th. 

The Eontana Land and IJineral Ovvners Association is an organization 

based in noeth central Ttontana which boasts a land ormer membership in 

the area of two million acres and~ has members scattered throughout 

the state. I served as president of this Association from January 1976 
through January 1979. 

During that period of time, \7i th the full support of the board 

of directors, I attempted en several occasions to negotiate a procedure 

vv'hereby the land owner would be :p~operly compensated for loss of pro­

duction other than normal drillin[ site and pipeline damages ( be it 

grass or crop) on deeded land due to traffic and unnatural stress placed 

upon the land by those engaged in development and production of natural 

resources. 

While some operators sho\',ed a certain willingness to negotiate 

a periodical payment to the land oV'mer or to pay for damages as damages 

occur others Quite flatly told the bos-rd, that such payments vlould be 

aEainst company policy. 

It is my understanding that at the present time some of the operator 
in this area have begun to make so::-:.e such payments. Kal:ing the situation 

still more inequitable in view of the fact that only a small portion 

of land ovmers are receivimg payments at this time. 

These are my reasons for supporting Senate Bill 16. 

J 
/ 
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TESTIMONY 

On April 18, 1978, we received a telephone call from an 
oil company stating they had staked a well site on our 
place. He said they were starting on the site the next day, 
which they did. During the conversation, we asked them to 
have a representative from the company to stop in and 
discuss the well and damages. He said someone would and not 
to worry. they would pay for damages. No one came and after 
repeated attempts to get someone, three months passed. 

July 18, 1978, the well was called a dry hole and 
abandoned. July 19 we received a call from their claims 
man who said he would be there the next day. He carne on the 
20th and during the discussion of damages, I asked what 
they were paying. He said about "$800.00 to $900.00." 
I told him that it wasn't enough and I asked him if he had 
seen the site and he said he hadn't. I told him what I 
wanted and he said he would take it back to his company. 
They sent me a check for $1125.00. We returned the check and 
told them it was insufficient and did not want payment 
until the site was leveled and completed to our satisfaction. 

During the fall they hauled about 50% of the water 
our of the pit and it was left for the winter. 

In the spring of 1979, run-off filled the pit and spread 
onto the site. I called the company and they hauled ecough 
water to lower it about one foot. Nothing was done the rest 
of 1979, after repeated calls. 

In the spring of 1980, they lucked out. There wasn't 
enough water to fill the pit and run over. 

In July of 1980, they emptied the pit and levelled the 
site and finished the end of July. 

As of this day I haven't heard from the company. We 
have turned this over to our attorney. 

The site is in no condition to raise a crop in 1981 
and will not be in full production for years to corne. 

The land owner should not have to subsidize the oil 
companies for their exploration. 

DONALD SYME 
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Mr. Chairman and Members of the Senate Natural Resources Committee 

Thank your for the opportunity to speak on behalf of 
Senate Bill 16. 

My name is James Deckert, I live near Richey in 
Dawson County and I address you on behalf of the Northern 
Plains Resource Council, the Dawson Resource Council, 
my neighbors and myself. 

I wish to establish that our intention is not to 
stifle energy exploration or development. As farmers we are 
large volume energy consumers and we understand the importance 
of decreasing American dependence on foreign oil. 

What we desire is a cooperative effort on the part of 
mineral development companies and surface owners. In 
eastern Montana sub-surface rights are held by private 
individuals, the State of Montana, the United States 
Government, and Burlington Northern Railroad. As a result, 
much of the development takes place on land with severed 
mineral rights and the surface owner has very little 
negotiating power. However, the surface owner must live 
with the activity, in some cases the inconvenience or risk, 
and in most cases a disruption of the normal life style 
which is part of the compensation of being an agricultural 
producer while receiving very little compensation. In 
addition to this, when' I bought my farm I did not do so 
with the intention of breaking off little plots here and 
there. Each well requires roads, in some cases pipe lines, 
storage tanks, pits, treators, etc. Heavy concentcations 
of development get in the way of normal farming practices 
and decrease the over-all value of land. 

I·would like to see a stronger bill but this one is a 
step in the right direction. I believe Senate Bill 16 
will help foster a climate of equality between the surface 
owner and the mineral developer and several years down 
the road the oil companies will find the improved realtions 
will enhance their efforts to recover gas and oil. I urge 
you to give Senate Bill 16 a do pass recommendation in 
its present form. 

JAMES DECKERT 

/ 
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Testimony of Richard Boese - Richey, Mt. 
pertaining to Senate Bill 16 

During the first part of 1981 - early January - Amoco Oil Co. 

arrived at my home - without notice - and said we want to build a 

road through my property for access to a well site just 670 feet. 

beyond the end of my land. The length of the road was one mile. 

They asked for a 60 ft. right away. Amoco's offer was $8.00 a 

running rod which amounted to $2560. The number of acres lost 

is 7.28 acres, which means I would receive $351.65 per acre to 

retire this land. No damages· would be paid for the winter-wheat 

torn out and the whole harmless ·clause was excluded - which means -

I - the land-owner am liable for any accident or whatever that 

could happen on this road. Amoco - said - we need your o.w. today 

as the rig - crew - surveyors etc. are ready to come in tomorrow. 

I - then - asked for $1 extra per rod - which would add $320 and 

damages - to my winter-wheat of 35 bu. per acre times $4.50 per bu. 

yield. Total amount for 2 acres - $315.00. I was turned down -

with the words - we will get in there some other way. 

Two weeks later Amoco - returns. They want to know if I'll 

re-consider. I said - Yes - but under different terms. I asked fOl 

$5.00 a square rod the first year which equals $799.20 per acre 10s1 

to production and retiring the land plus an annual rental of $3:00 ] 

acre which-equals $479.52 per acre and should the well be a dry one 

and they back out of there - our annual rental agreement is null an 

void. Now - remember I would still own the land - they would pay n 

taxes for its use - I would lose 7.28 acres of land - and productic 

~ and this would not improve the land if it went up for sale. Amoco 

) -
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walked out - saying we will not set a precedent anL we will not 

improve on our first offer - which doesn't even coyer what the land 

would sell for and be in production. 

By the same token - the actual well site whicl_ is 500 feet. squarj 
I 

(it was 400 feet square until a rece~t settlement on 500 feet ·square 

held up in Court on the Erickson Well Site near Vida, Mt.) brought 

$2,000 for 5.74 acres - or $348 per acre well below the saleable 

price. They have set a precedent here - because Well site No. 3 

received $3900. This is to prove - that unless words are put on 

paper etc. - any verbal agreement is worthless. And yet - $3900 

equals an $679.44 per acre. This all is a one shot deal - no annual 

lea~e of land etc. - or compensation for production loss or taxes, 
\ 

etc. 

As you can see - we have no bargaining power at all. In my 

case - Amoco - is now driving 15 miles from Richey to reach this 

new well site - imagine' the extreme extra cost as against 

compensating me fairly to have access of only 4 miles from Richey. 

We - are not asking for the moon in this bill - we are asking 

for a chance to get a foot in the door - not for today alone - but 

that the younger generation i~ the future, - inclqding my 12 year 

old twin boys, that they can say - at least our Fathers. got their 

foot in the door - now let's work together and improve on the 

situation. 

I ask this Committee to approve Senate Bill 16 unanimously for 

when an Oil Company wants your property they don't care whether you 

are Republican or Democrat. 



Senator Ed Smith 
Capitol Station 
Helena, Montana 59601 

Dear Ed, 

Westby, Montana 59275 
January 2), 1981 

This past fall we negotiated with Chevron Oil Company on a 
settlement for surface damages due to pipeline construction and 
oil exploration activities. We asked for an annual rental on oil 
well sites, but were told that Chevron would not pay an annual 
rental. 

We are in support of Senate Bill 16, which would allow the 
option of an annual rental or a lump sum payment for surface damages 
caused by oil and mineral development. 



COl.J~l TTEE en n":.TURAL RESOURCEJ 

I urn a Rfli1c!-:er in I,.c00ne ::l.nd :Pr8.irie counties •. .:.. t ",rc ~~e.lt t> ere is 

quite a lot of eas ~.nd oil activity in the :Lre3.. 

In the 1960 t S \:;'bGn this area was seisrD.ogr'1.1Jl: ed t::'1e l~l1d ov.rners, in 

m~n:'l c2.ses, didn t t knoVi to what extent thcirl::-.:!.1d w;~_s to be used or ':"/hen 

t!1ey were coming in. Somttimes the s~rf2.ce O\".':.r1ers ('tiel not even leno .. of 

t~e activity until it was complemcn. If nece;;s~~~ specific ey'Qmples can 

be given. This resulted in court C2.ses and h:--.rd feelinGs. Also ~n some 

c['..ses surface ovmers bnnding tOGether to keep out seismic crer,'s. 

Therefore I SUP:9ort Senate 3ill i!16 as it rlill ..... e;i ve the surfnce 

ovmer '::ri tten notice of the drillinG operatio:1.s th'l.t he plans to underte . 
Ii:;.ge 3 Section 3 lines 11(-'12 •. ~ 

This ]. feel will eliminate prob,+erns and foster better coo!ler2.tiC:Jl. 

I r>..lso like the ideC'. of being able to bre:-'}: the }J'l.ynents into arlU8.: 
j.nstalments.. 

Thank you for COnSideriJ;1 ::::l;J.Y75ttA~ 

David J{. Kasten 

Brockvmy 1 Kont,~na 

59214 

.. 
" . 



SENATE BILL 16 

I am Douglas Johnson, farmer from Sidney, Montana and 

executive board member of the Montana Farmer's Union, headquarters 

in Great Falls. 

Senate Bill 16 affects our members as they are surface owners 

and many do not have title to the minerals under their land. This 

bill would give the surface owner notification of entry and a 

procedure of assuring just compensation for damages incurred by 

them. 

Many times the surface owner is not included in the site ana 

road selection and often times it can be worked out to a beneficial 

solution for both parties. 

Many times the total operation of the field is disrupted as 

long as the well site is there and therefore, the surface owner 

should be compensated in annual installments. 

This biil also spells out the liability of the surface owner, 

the mineral developer and producer, to the mutual benefit of all 

parties concerned. 

Therefore, the Montana Farmer's Union supports SB 16. 

Thank you. 



/~ . Tes~ iInony by Russell Denowh 
Sidney, JJont. ~ 

!,,-j--./~ 

/ 

'..-----

I am sending this testimony in support of 5. B. 16. We need legislation 

for fair compinsation to land owners, for oil and [as explorati()l~ on their 

I r~ve had a disapointing experience with an ojl company exploring 

for oil on ~ property. The company's land man contacted ~e about damages 

for the site, and asked,.what I wanted. I told hir.l $2500.((), as I had received 
, 

~2000.(jO for a location in I:Jy grass land, they were going to drill in r.lS' 

SUTr.!'!erfalloloJed farm land and I felt it was worth a little more. He told JIle 

that he was only authorized to pay ~150o.oo for a location, but that he 

would take it up with his snperiors and let DIe kno'W. I told him they could 

go ahead and make the location, but I wanted a settlement before they 

mo~ed the rig on. He said O'K. 

About a week went by, they had the locatio~ about built, and I still 

had not heard frorr. him, so I called him. He said he hadn't gotten a chance 

"to speak with his superiors yet, he jvst kept stalling. kbout a week after 

that they started moving the rig on. I went up to speak with the Tool Pusher 

and asked h:iJn if he would corne with me to call to try and [et my settlement. 

lIe said sure and quite moving the rig until after the conversation. In the 

phone conversation they said they would not pay r2500.00. To try to'get 

along I as ked if" they would give me t;2000.00 like I had received on the 

other location, They said no. This angered ~e so I told them to keep the 

rig off until they made settlement. 

It took about 3 days for them to ha'Te tile necessary papers served on 

me, 50 they could move the rig on. Then they sued Me for the time they 

were kept off. 



Te~tino'1y l-y Rur sell Denowh 
Sitlney, Bont. 

(2) 

At the triLl the Judge ruled that being I never had any crop planted 

in the surnmerfallo~ at the time they ~oved on, I never had any surface damages 

coming. Because of this ruling, the facts of what actually took place were 

inadmisable. We could not let the jury know that the whole thing came about 

over only S500.lJ. Their lawyers made it look like we tried to rip the 

co:.:pany off. Tl.ey won the jUdgment. I was to pay them nearly ~16,ooo.oo, 

I threatened to appeal the case and the., settled for ~5000.oo. 

I have no l1:inerals under the weil, I have never received any surface 

damages, I pay the taxes on the land, and they can be there for 50 years . 
if the well lasts that long. 

Oil companys have been using this case as leverar.e over other farmers 

in the area. I have visited with several of them that told me this. 
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HEARING ON SB 16 

(SMITH) 

Notice of Intent & Damage Rental 

MR. CHAIRMAN, MEMBERS OF THE COMMITTEE: 

I am Larry Tveit, Senator, District #27. This bill, like Senator 

Smith says, addresses two points of major concern with surface owners. 

The problems being encountered are: 

1. Notice of intent to drill. Some oil companies or operators 

have shown that they have no consideration for the land or surface 

owner. They drive the stake, dirt moving equipment is standing by 

the field,and the surface owner wonders what is going on. A surface 

owner should be notified in advance so he or she can evaluate the 

situation, so he can discuss with the operator in advance,ways in 

-

which to enter the land,not only to disturb the least amount of surface 

but,also,pointing out to the developer ways to reach that stake (where 

the well is to be dug) for the operator's benefit. 

2. The other part of the bill addresses the damages due to loss 

of production disturbance of land -- land taken out of production and 

road right-of-ways. Several companies, not all companies, are not 

willing to negotiate fair compensation for these damages. They tell 

surface owners we have the right to come on your land and, if we feel 

like it, we'll pay you something. 

I'm not standing here in an attempt to harrass oil companies and 

operators. Over the past two years, I've had a good relationship with 

four oil companies. The companies and myself have discussed the 

problems at the beginning. We both understand the concerns. 



I have annual rental agreements with the last two companies 

that I have dealt with, so it is being done by some companies now. 

Both sides agreed that the annual compensation was fair and equitable. 

Everything is in writing. 

I believe the oil companies, surface and mineral owners, must 

work together. They must be able to communicate with one another, 

and I know of no better way than to start communication between two 

people is to begin the right way. The oil companies I've dealt with 

told me,we want to be fair. This bill addresses those concerns, and 

I urge the committee to give a DO PASS on SB 16. 

Thank you. 



NAME Jo Brunner "9.VU SB 16 ----><.~-~~~~-________ BILL NO.~AX 
ADDRESS -----~5~3~1~S~o~u~t~h~o~a~k~e~s~-~H~e~l~e~n~a~ _______ DATE ___ ~~ __________ _ 

~ Ilc ..II "I' WHOM DO YOU REPRESENT 
Wo~en Involved in Farm Economics 

SUPPORT--~X~ ________________ 'OPPOSE ________________ ,AMEND ______________ __ 

PLEASE LEAVE PREPARED STATEMENT WITH SECRETARY .. 
Comments: 

Mr. Chairman, members of the committee, my name is Jo Brunner 

and I represent' Wo~en Involved in Farm Economics. We wish to go on 

record today as being in support of SB 16. We feel that not only 

agricul ture( b~'); ~jl'f~' ,llltneral developers will benefit from this bill. 
, ,J;, [. ~ v,',: v . 

Many times,"\'lei will be able to move our livestock out of a field, to 

turn off our sprinklers or water, perhaps to ask the developers to 

wait a few days until the fields dry before moving in with their 

heavy machinery, ~aMxxN~xXXE~ENi~mxxiama~E and thus eliminate a 

tremenQ'.ous amount of damage to our landsll. , much of it irrepairal1'le. 

If such cooperation is not pOSSible, or is not participated in 
if.~ 

by the developers, we feel ~'need ~ protection for our crops 

and our land s. 

Certainly, it would be better for all if such legislation were not 

necessary, human nature being what it is and bUsiness being what it 

is though, we ask that you pass SB 16. 

Thank you. 

FORB CS-34 
1-81 
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NAME 

SUPPORT ~. OPPOSE _______________ AMEND ______________ _ 

PLEASE LEAVE PREPARED STATEMENT WITH SECRETARY. 

Conunents: 

PORH CS-34 
1-81 
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TESTHlONY 

SB 165 

Pursuant to Section 77-3-427 MCA as it currently exists, the state provides 
in all oil and gas leases that the lessee is required to d)'ill an offset well to 
prevent damage to state property. Therefore, when an oil or gas well is drilled 
adjacent to a state tract the state can require its lessee to drill a well to 
produte the mineral and prevent it from being drained away by the adjacent well. 

In some instances the drilling of a well may not be economical or may be 
very ri sky cons i deri ng the expense i nvo 1 ved. !-lOl'ieVer, in order to prevent the 
loss of its minerals the state can require the drilling of a well or cancellation 
of the lease. In some instances, especially when the owner of the adjacent well 
is also the lessee of the state land, a much simpler solution is to allow the 
lessee the option of paying com~ensatory royalties instead of drilling an offset 
well. The royalty payment will compensate the state for the minerals that are 
bein~ drained away and the lessee is not required to drill a well which may not 
payoff . 

The bill would give the Board of Land Commissioners authority to accept 
compensatory royalties in lieu of a drilling requirement if the lessee chose this 
option. The amount of compensator~ royalties would be determined by the board 
based upon the amount of drainage which was occurring. 
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