HOUSE NATURAL RESOURCES COMMITTEE
January 10, 1983

The House Natural Resources Committee convened on Monday,
January 10, 1983, at 12:30 p.m. in Room 224K of the State Capitol,
with Chairman Hal Harper presiding and all members present except
Rep. Nordtvedt, who was absent.

Chairman Harper opened the meeting to a hearing on HB 8.

HOUSE BILL 8

REPRESENTATIVE JOHN RYAN, District 49, the bill's chief sponsor,
handed out copies of suggested amendments to the bill (Exhibit 1),

a copy of the bill with the amendments penciled in (Exhibit 2), a
copy of a page containing four additional suggested amendments
(Exhibit 3), and a discussion page (Exhibit 4) about the amendments.
Representative Ryan said the bill would return severed mineral rights
to the surface owner. He said some of these rights have been divided
and fractionalized to the point where owners are difficult to trace.
This bill would clear up the records for oil companies trying to
obtain o0il leases- for development. _He said the bill is very similar
to an Indiana law which stood up to the U.S. Supreme Court constitu-
tionality test.

DAVID KASTEN, representing People for Economic Progress, spoke next
in support of the bill and a copy of his testimony is Exhibit 5
of the minutes.

WILLIAM L. ROMINE, representing the Clerks and Recorders, spoke next
as an amender. He said his people could support the concept of
clearing up the records, but he was appearing because of technical
problems. He said the bill confuses filing with recording, and

also marginal notations were repealed in the last Legislature as

it is not possible to make marginal notations on microfilmed material.
A copy of his testimony is Exhibit 6 of the minutes.

REPRESENTATIVE RYAN said most of these-objections were cleared up
in the suggested amendments handed to the committee members.

WALTER L. HAMMERMEISTER, representing self, spoke in support of the
bill. He said he wanted to see a bill passed that would do the

job but he didn't care if it were this one or the one similar
drafted by Senator Towe. He said on a piece of his land he has some
mineral rights but no royalties, and the previous owner (which was
a corporation) is disincorporated and the owners dead. Mr.
Hammermeister said he has not leased this land, although he has

had lucrative offers, as the royalties would go to the state and

he would -only have production loss on the disrupted surface land.
As a result of this the resource is not being developed and no

one is profiting. A copy of his witness statement is Exhibit 7 of
the minutes.
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— - --PAT UNDERWOOD, Montana Farm Bureau Federation, said they would
like to go on record as supporting the bill. Exhibiti'8 is a wit-
ness statement from Mr. Underwood. He said Mr. Sheehy, President
of the Montana Land and Mineral Owners Association, was unable to
be present but wished to be placed on record as favoring the bill.
A copy of their "Resolution Relating to Severed Minerals on Privately
Owned Land" is Exhibit 9 of the minutes. A letter sent by their
Legislative Committee spokesman, Giles W. Gregoire, expressing their
support of the bill is Exhibit 10 of the minutes.

JIM MOCKLER, Montana Coal Council, signed as wishing to amend. He
felt the way to approach the problem was through a quiet title pro-

. vision. He felt there should be protection for both the surface
owner and the owners of the severed mineral rights.

.GENE PHILLIPS, representing self, said he felt more clarification
-was needed. He asked if royalty rights would be covered and
should "Person" in subsection 2, section 1, also include trusts.

REPRESENTATIVE RYAN in closing left a petition signed by over a
hundred people from the Brockway-Circle-Vida-Wolf Point area

who favored the bill (Exhibit 11). He questioned whether the
problem with severed mineral rights could be cleared up using the
- existing quite title procedure.

Chairman Harper opened the hearing to questions from the committee.
In response to a question, Mr. Mockler said there is no provision

- to quiet title for mineral rights and that is what he would like

to see. Senator Towe said under the exigting quiet title procedure
~you can not take mineral rights as minerals in place cannot be taxed.
He said Mr. Mockler is suggesting we create a new procedure soO we
-can do what we couldn't do in the past.

" Rep. Curtiss asked what is meant by severed mineral rights. Mr.
Carter, staff researcher, responded -that.severed mineral rights is
the loss of the mineral rights to the property through a sale or

; any other transaction.

During questioning it was brought out that both mineral rights and
royalties should be covered by this bill. In answer to a question
 on taxing mineral rights, Rep. Ryan called on David Niss, who had
- worked out the bill for him. Mr. Niss said a tax can be levied by
the counties on mineral rights now, but has not been done except in
Mussellshell County. Senator Towe said he felt there should be a
change of wording to cover this. -

——-—-—Rep.- Brown asked why exceptions were built in (section 4). Mr.
Niss said the reason is that it is in the Indiana statute and their
rationale is if you have so many that you can forget one you should
be covered for that inadvertence. Rep. Brown also questioned
section 7. Mr. Niss said section 7 might need to be struck. Tom
Keating said caution should be used in-eliminating section 7.
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Rep. Addy asked if the time limit should be shorter than 20 years
- 10 or 15 years perhaps. Senator Towe said the reason for the
20 years is that the U.S. Supreme Court approved that in Indiana.
Mr. Keating said 20 years is better for operation purposes as
usually you can find people in 10 years.

Mr. Niss asked the committee to keep in mind in reviewing the
different ideds that the Indiana statute was upheld to be consti-
tutional by the U.S. Supreme Court, and the further you get away

from it the greater the chance of having the ldw declared
unconstitutional.

Rep. Brown asked what the filing fee was. Mr. Keating said $2.

Chairman Harper closed the hearing on HB 8. Rep. Quilici moved
the meeting adjourn. Meeting adjourned at 1:15 p.m.

" Respectfully submitted,

%é// Zé g2
HAL HARPER, CHAIRMAy

Emelia A. Satre, Sec.



Amendments to introduced HB 8 é%X“ (
INTRODUCED BILL

(1) Title, line 7.
Following: ‘“owner;"
Insert: "PROVIDING FOR ROTICE AND A SIXTY DAY REDEMPTION PERIOD;"

(2) Page 2, line 23.
Following: "conducted"
Strike: “for"
Insert: “in furtherance of development of any mineral interest,
including"

(3) Page 3, line 1
Following: "rentals"
Strike: "or"

Insert: ","

(4) Page 3, line 1.
Following: ‘“'royalties"
Insert: "or other payments"

(5) Page 3, line 2.
Strike: “by"
Insert: "to"

(6)_ Page 3, linedds <
Forrowtngr—owmer—\ o A
Strike—tamid
Insexts+—tort—

(7) Page 3, line 25
Following: "“owner"
Insert: ‘'or lessee"

(8) Page 5, line 14,
Following: “requirements—-"
Strike: "prima facie evidence"
Insert: ‘redemption"

(9) Page 5, line 15.
Following: “interest"
Insert: “shall"

(10) Page 5, line 16.
" Strike: ‘''may"

(11) Page 5.
Following: 1line 24
Insert: "(c) by filing in the office of the county clerk and
recorder in the county in which the mineral interxrest
is located, a copy of the newspaper notice, together
with an affidavit of compliance with subsection (b)."

(12) Page 6, line 6 through line 11.
Strike: subsection 3 in its entirety
Insert: “Section 3. The owner of a lapsed severed mineral
interest by filing a statement of claim as provided



for in (section 3) within 60 days of the recordation
pursuant to (section 5(1)(c))."
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Proposed Amendments to HB 8

1. Page 6, line 4.

Following: ";"

Strike: "and"

2. Page 6, line 5.

Strike: "."

Insert: "; and"

3. Page 6.

Following: 1line 5

Insert: " (e) the book and page of the index showing the

instrument by which ownership of the severed mineral interest
is claimed."

4. Page 7.
Following: line 8
Insert: "Section 9. County not required to conduct title

search. Nothing in this [act] shall be construed to require
any county official or employee to conduct a title search to
locate any severed mineral interest."

MISC3/DSN/HB8
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Proposed Amendments to HB 8

The proposed amendments to HB 8 make several useful changes to the.
Introduced Bill. First, some “housekeeping" changes are recommended for
section 1(3) where the bill defines an "unused severed mineral interest."
As stated in the Introduced Bill, section 1(3)(a) appears to apply only
to mineral operations relating to the oil and gas industry. The language
is not broad enough to include coal or other mineral mining. By adding
the words "in furtherance of development of any mineral interest including... M
this problem is corrected. Clearly, the Bill intends for any mineral
operation to indicate that a severed mineral interest is being used and
has not been "abandoned."

Without amendment, the meaning of the language of section 1(3)(b).
is unclear. The proposed amendment indicates that if the owner of a
severed mineral interest has leased the interest and is receiving rental
payments or royalties or other payments, then the severed mineral interest
is being used and is not to be considered abandoned.

The proposed amendment in section 3 of the Introduced Bill will
benefit the mineral industry by allowing lessee's to make the filing to
preserve the mineral interest underlying their lease. This provides
them an opportunity to avoid financial loss occasioned by the mineral
owner's negligence.

The changes in section 5 respond to principles of basic fairness
found in the law and in business. These recommended changes provide the
owner of a severed mineral interest a limited opportunity to redeem his
property upon receipt of notice. Since a severed mineral interest may
be a very valuable property right, extending this last opportunity to

preserve the ownership of the right is appropriate.



NATURAL RESCURCE CORIITTEE

Dear Gommittee members;

Ny name is David Kasten, I am & rancher from Brockway, NMontana,

I feel that House Bill #8 is a good peice of legislation.

For the last several years people have debated the pros and cons
of such legislation.

For the past 30 to 50 years people have been reserving mineral
rights and passing them dowmn through inheritance and numerous resale;
Gausing a real problem,

In some cases the reserved mineral interests are so fractional,
and the owners cannot be located that it becomes difficult and at
times imposible to develop these resources.

For example, I have one ranch that the former owner in 1953 7
transfered mineral interests in the amount of 3/640ths to Broken Bone
¢C Corporation, Glendive, Iontana, As far as I know this corporation
does not exint., This couléd possiblyg comnlicate the developement of
these minerals. The develowvemnont @n the Williston Basin, wnich ios
closeto this ranch mekes this o imediate problem.

If there was a Dormant lineral Interest Record as provided for
in House Bill #8 this problem ofldelays would be avoided.

I vrge this committee to poss House Bill #8.

A

Kasten

Thank yo
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RESOLUTION RELATING TO SEVERED MINERALS ON PRIVATELY OWNED LAND

Whereas: The expanding practice of severing the use of minerals under-
neath the land from the fee title is causing ever increasing
difficulties in the identification of the total ownership of

these minerals, and,

Whereas: The ownership of these severed minerals is often fragmented
into a multitude of ownerships difficult, if not impossible,

to identify, and,

Whereas: The problems which result from having these valuable mineral
rights tied to inaccessible owners is a major defect in the

system of title recordations.

Hereby: Be it resolved that the Landowner Associations of Montana
recommends that legislation be adopted in the State of Montana
requiring the record mineral fee holder to either attempt to
extract or discover minerals or to, at least, periodically
record his intent to keep an active contact with his estate.
That the penalty for failing to re-record or use the mineral
estate is forfeiture of the interest, with the mineral interest

to revert into the estate of the current surface owner.



Montana Land and Mineral
Owners Assaciation

Box 654
Chinook, Montana 59523

Havre, Mont.
Jan. 7, 1983

Revresentative Hal Herper
Chairm-n, N-rtural Resources Committee
Cavitol Bldz. Rm 224K
Helena, Mont. 59601
De-~r Sir,
I enclose » covy of "Resolution Relstins To Severed Minersls on
privztely Owned Lands"; as‘adopted at the Statewide« Meetine of Land
& mineral Owners Associ2*ions in Favre, Tont. on Nov. 17th & 18th, 1982,
The “~nt=nz Lsnd & mineral Owners assoc. of Chinook, Mont. h-s
resesrched a number of severed minersl bills in other states as
well =5 efforts in this regard v vast sessions of the leglislature
in our state,
Aith these noints in mind, we ?egl HB8, as introduc-d by Represent-
ative John Rvan, renresents the wishes of our ~ssociz*ion 2nd its mem-

bers =2nd »=sk yrur crmmittee's favor-ble coiffﬂerafion of this;bill.

Sincerely

es W. Gregoire
Leglislative Committ
Shoamro Rte. Bx 376
Havre, Mont. 59501

ce Rerresent:tie John Rvzn
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STANDING COMMITTEE REPORT

1 of 4
Fahraary 3, 1933
MR. .. SREARER: ...
We, your committee on.................... . ATUW'RFSQURCZC' .....................................................................................
having had under CoNSIAEration .........c.coioiiiieiiiiiieeee e ! (Gﬂﬂg ................ Bill No. 3 ............
Firgt reading copy (_?_h_ii-'_ﬁ_)

color

A BILL POR AW ACT EMTITLED: “Ad ACT TC FROVIDE POR THE TERMINATION
OF CZRTAIW SEVERED MINKERAL INTERESTE OWXNED 2Y PERBONS OTHER THAW
THE SURFACE OWHER AND REVERSIOU OF OWHNERZHID TC THE SURFACE OWHER.
AND ALLOWING THE PREBLRRVATION OF SLVERED MIMERAL INYERLOTE ¥ 122

QF RERECORDATION.”

Respectfully report as fOlOWS: That.......cccooiiiiiiiiiiei ettt et e ettt ee e et ee s Bill No...................

ARLUDAENTS TO LB 3

1., Titin, line 7.
Pollowing: “:°
Ingert: "FROCIDING FPOR HOTICE AED A 60-DAY REDEMPTION PERIOD. "

2. Page 1, line 25.
Strike: “nearly identical”
Insert: “substantially sizilar

3. Fage 2, limes 2 through 14.
Strike: subsection (1) in itz eatirety
Ingert: “(1) "Severed afnaral interest” neans an interest in win-
arals owned by a person othar than tha owner of the surface of
the land in - which the mineral lies, excepting royalty incerasts.
—lease® and other contractusl rights for devalopmant.
(2) "Minerals” means all foras and varieties of waterials
and substances fornmed or deposited in the crust of the sarth
EEPRS 1w natural agencies alone, which have value when separated
from the crust of the @warth and exciuding onlv water anl common
forms of sand and gravel.

STATE PUB. CO. Chairman.
Heilena, Mont,

CAAAITTICEE CSCrOrCTADYV



{3} "Royaity interests’

DODMSES OF rew*ala

anragumcntd.
datnser: pubhsecusnt subsec
T.0 Fage Z. Iine 14,
“Lilowing:  Tventure!
Insert: “trust,’

line 21.
"{intereat”
zsapsaction 3 through
"which is not used.

5. FPage 2,
Following.

Rtrixe;
Ingert:

HAans
~rodoection of minerals which are

axpenas-frae intereatsg in
not entitled to any share of

undar leases or other tvpes cf Asvalopnont

tiona

“}" on line 14 on page 3.

A mineral interest ghall »he lecmed

to e used when any of the following exists:

{2) minerals are produced therefrom
unitized therewith or operations are conducted thereon,
lands pooled or unltized therewith, in furtherance of
opment of any mineral interest including injection.

or from lands roolel or
ar on
deval -~

withdrawal

storagae. or disposal of water, gas, or other fluld suhstances:

(b} the mineral interast

tract having az its objsct the developront of such
which lease or nther contract (or a
the
arpst ig located:

{c) ir zhs case of coal or otk

vacordad in the office of
wheraisn the {nte

is production from a common
scvered mineral interest or
(d) taxes are heing pald
{e¢) a statement of claim

%. Fage 3, line 16,

Strike: “filed”

Inzert: “recordad”

7. Page 3, line 13.

ctrike: “coal, oi), and gas,
Following: “ig”

Insert: “continuously”

7. Page 3, lins 19,

Gtrika:  ‘“continuous”

i
Following: “extinguished®
{ :5(!6 tion 4},

3. Page 317 line 23.
Serike:— Filing—.

Inaeryk, “recordimg’

170 Paje X Iins 27.

Ctrite ”filrﬁ”

Insort: exesatad, acknowlednaed,

STATE PUB. CO.
Helena, Mont.

is suhbject to a lease or other con-
interest andg

monarandue: thaveof) iz
clery ard recorder o) =pxch ooonty

r sclid materials. when there
velin or sean hy the ownar of the

by the owner's lessee or rersitice
by the owner: or

iz filed pursuant to [section 13].

or othert.

subjeﬂt to the right of redemption provided for in

ant recorded”

Chairman.



11, Page 4, line 5.
gtrike: this line in its entiretv
Ronuaber:  sukaeguent gubsections

12. Paqe 4, line .
Tfollowiny: “dsscription
Innert: hy legal surdiviuion. townashin., »nd vager’

13. Payes 4, line %,

Strike: ‘the”

Ingert: ‘“whatever’

Pollowing: Tintereat

nuaert:  Tis owned ny tho claimant’

14. Page &4, linz 17,
Strike: Pfiled”
Ingsert: ‘rescordaed”

15. Page 4, lisne 11
Strike: “the”
Insoxrt: “each”

- o~

1 Pago 4, lias 10,

.

fi.iﬁe: Ei i
Iaswrk: “recording”
i7. Paye &4, line 15.
Strike: “filad”
Irsert: ‘recorded’

fo
»
[ 2

12. Page 4, line 16 throvgh page 5. line
Strike: smection 4 in {ts 2ntirety
Repuaber: subseogquent gsections

12, Page 5, linc l4&.
Strike: ‘prima facle avidanos’
Ingert: “redemption®

26, Page 5. line 27,
Serike: ‘mavy’

Ingart: “ourguant to thiz ocart chiall”
Ztrike: “the lapze of”
Insert: ‘aucoeeiing fo

21. Page 3, lines 16 and 17.
Strike: “the lepsze of that intarest”

r

Ingare: ‘same’

2. Page 5, line 70,

STATE PUB. CO. Chairman.

Helena, Mont.



230 Paga %, liag 240
Following: pubiliecatiog”
{inzars: ioans

(¢} oy reoerdiang in hhe

£
0 i ! o
FeCOraer ia cach ooaniy in winke Sk
. p
a zopy of 53 Lon, gttt an afEiimvit o

. - $ o
conelisaoa

23, Pase 5, Li
Faliowing: 31
Ingert: . [mectionn A(3Y].

o y ES R b Bed
31 Pagoe &, Lines 15 sl 17,
B
“I’i--\, H -

Inmert: 4

Strixe: Tin the
sonich the inooers

Iageore: the

3 officy of L«

3. Pazo %, Lines 1% ocoaroary T,
Followino: ‘Teoori T
Serive Yo 10 tarvass Taotic Gnoodans 0

Follomin 3: 14

InSart: ‘Eeoorisa O, ?mum Y ot waotalr
FoArCH. ot - thlz part shall be VAL T

raa—e0 comiuct 5 i

any coanty offlcial ?r iy 1y
SLoeral intoresi.

STATE PUB. CO. Chauman
Heiena, Mont,





