
MINUTES 

MONTANA HOUSE OF REPRESENTATIVES 
53rd LEGISLATURE - REGULAR SESSION 

COHHITTEE ON NATURAL RESOURCES 

Call to Order: By CHAIRMAN DICK KNOX, on March 15, 1993, at 
3:00 p.m. 

ROLL CALL 

Members Present: 
Rep. Dick Knox, Chairman (R) 
Rep. Rolph Tunby, Vice Chairman (R) 
Rep. Jody Bird (D) 
Rep. Vivian Brooke (D) 
Rep. Russ Fagg (R) 
Rep. Gary Feland (R) 
Rep. Mike Foster (R) 
Rep. Bob Gilbert (R) 
Rep. Hal Harper (D) 
Rep. Scott Orr (R) 
Rep. Bob Raney (D) 
Rep. Dore Schwinden (D) 
Rep. Jay Stovall (R) 
Rep. Emily Swanson (D) 
Rep. Howard Toole (D) 
Rep. Doug Wagner (R) 

Members Excused: Rep. Toole 

Members Absent: None 

Staff Present: Todd Everts, Environmental Quality Council 
Michael Kakuk, Environmental Quality council 
Roberta Opel, Committee Secretary 

Please Note: These are summary minutes. Testimony and 
discussion are paraphrased and condensed. 

committee Business Summary: 
Hearing: SB's 294, 311 and 248 

Executive Action: SB 171 
Presentation from the Department of Health and Environmental 

Sciences (DHES) on the hazardous waste permitting process. 

Presentation by DHES: 

Richard xnatterud, environmental engineer, Department of Health 
and Environmental Sciences (DHES) Solid , Hazardous waste Bureau, 
presented requirements for the hazardous waste permitting process 
in Montana. EXHIBIT 1 

The permitting process begins by submitting a permit, Hr. 
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Rnatterud explained, with the draft copy of the permit available 
for public comment prior to its issuance. The worst-case-test 
conditions are preceded by established permit conditions. 

In February 1991, the Environmental Protection Agency (EPA) 
issued Boilers and Industrial Furnaces (BIF) rules to provide 
controls for toxic organics. Additional rules have been 
developed to reinforce BIF rules. Success of these rules is 
determined by measuring waste input and output, Hr. Rnatterud 
noted. 

One metal in 100,000 is toxic, Hr. Rnatterud stated. Below this 
limit, there are no adverse actions noticed. Burning is not 
allowed until the entire permitting process has been completed. 
Soils and surface waters are tested for metal accumUlation. If 
air quality is poor, hazardous burning is ceased. In Lewis and 
Clark County, this includes about five days per year. 

Annual emissions testing is conducted for dioxins, Hr. Rnatterud 
continued, with all hazardous waste storage inspected and 
regulated. Standards are required to guarantee that a facility 
can operate effectively to protect health and human environments. 

Don Vidrine, Hanaqer, Hazardous waste Division, DHES, stated that 
all hazardous waste burning in Montana is resource intensive. HB 
419 will give authority to assess administrative penalties 
associated with hazardous burning. Presently, only lawsuits can 
levy fines, he said. HB 592 will also give DHES authority to 
assess fees on applications for commercial hazardous waste 
facilities. 

Questions from committee Hembers and Responses: 

REP. TUNBY asked Hr. Thorvilson if time-frames are consistent. 
Hr. Thorvilson answered that time-frames will be shorter in the 
future. 

REP. GILBERT asked if DHES has the authority to regulate 
monitoring after the permit is issued. Hr. Vidrine said the fee 
bill will impose an $18 per ton fee which will give DHES funding 
to hire staff for on-site monitoring. 

REP. GILBERT asked if DHES determines a case is severe, could the 
facility be shut down. Hr. Vidrine replied, yes. 

REP. GILBERT asked if a permit is issued, will DHES continue to 
monitor the soil site for cumulative affects. Hr. Vidrine stated 
that additional monitoring will be done throughout the life of 
the facility. 

REP. RANEY asked Hr. Thorvilson if there is language in the 
siting bill to prevent importation of waste. He also asked how 
does this affect superfund monies. Hr. Thorvilson answered there 
will be no effect on superfund monies. 
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REP. RANEY asked Mr. Thorvilson if every carcinogenic element 
from out of state is monitored. Mr. Thorvilson replied that 
stack emissions, which will be low, are monitored. He added that 
bio-accumulation effects are not seen. 

REP. RANEY asked if the waste stream entering the cement kiln is 
controlled. Hr. Vidrine said yes, although certain wastes are 
excluded. waste will be from Montana as well as other states. 

REP. RANEY asked if cement kilns burn every waste Montana needs 
to burn. Hr. Vidrine answered, no, all Montana wastes cannot be 
burned. 

REP. RANEY asked when accepting waste stream for the kilns, is 
there is an analysis conducted of how these products will 
interact with fossil fuels. Mr. Vidrine said DHES does not go 
into extensive chemical analysis but, yes, there are parameters. 

REP. RANEY asked at what point could a disbelieving public 
approach DHES. Mr. Vidrine replied when draft permits are 
issued. 

REP. RANEY said if the public doesn't believe DHES findings, can 
they stop the permitting process if SB 339 is not passed. Mr. 
Thorvilson replied there is always some type of recourse 
available. 

REP. SWANSON asked for an explanation of dust emissions and 
disposal. Hr. Vidrine stated that excess kiln dust is used as a 
raw material feed. Most dust, however, goes back into quarry 
sites. EPA is currently developing a two-part test for cement 
kiln dust disposal. It may become necessary to manage the dust 
as hazardous waste, he noted. 

REP. SWANSON said 
parts of Trident. 
dioxins are being 
hazardous waste. 

she has heard there is cement dust covering 
Mr. Vidrine replied that risk assessments for 

conducted. Dust is not currently managed as a 

REP. SWANSON said farmers are nervous about the effects of 
dioxins on milk. How broad is the geographical area encompassing 
testing sites, she asked. Mr. Vidrine said federal BIF rules are 
required for sites. Background testing of soils and surface 
waters is done on site, he said. 

REP. SWANSON said since Montana isn't currently burning hazardous 
waste, plants do not have a track record. This industry could 
become very big, she said. Mr. Vidrine said a baseline will be 
established prior to burning. 

REP. BROOKE said that when the trial burn period is established, 
there are special burning temperatures. She asked how does DRES 
know that these temperatures don't affect the permit level. Hr. 
Vidrine said a graph will be displayed showing burning sites and 
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REP. BROOKB said that plans to burn PCB's have nothing to do with 
BIF rules. Cement kilns are part of industrial waste. Chuck 
Homer, DHBS, Air Quality Board, stated that when air quality 
conditions are determined, burning periods can be decided. 

RBP. TUBBY asked Mr. Vidrine what type of monitoring can be 
expected 450 miles from Montana. Mr. Homer replied monitoring 
will be minimal; perhaps once per year. 

RBP. HARPER stated that cement products are unregulated and raise 
new concerns over possible contamination. Mr. Vidrine said there 
is a cement kiln dust study being conducted as well as an 
exploration of the risk of dioxin; inhalation vs. ingestion. 

REP. HARPER stated there have been bad experiences with PCB's, 
and asked if modeling is the only way to monitor contamination 
levels in products. Mr. Vidrine said all determinations were not 
theoretical. Modeling is one of the methods used by DHES. 

REP. HARPER asked if permit issuance based on theory or modeling. 
Mr. Vidrine said initially there is a trial burn followed by 
compliance tests. 

REP. HARPER said there is concern in Helena that residents are 
becoming toxic guinea pigs because of air conversions. He asked 
if it could be expected that federal rules will change 
measurably. Mr. Vidrine said he did expect some changes. The 
EPA has already published draft studies showing the risk of 
ingestion, although these studies are not site specific. 

REP. RANEY asked if the Colstrip plant would be considered BIF? 
Mr. Homer replied that if Colstrip chooses to burn hazardous 
waste, the plant will likely fall under BIF. 

REP. RANEY asked why toxic rain couldn't be expected to be 
emitted from the stacks. Mr. Homer responded that when an 
analysis for air quality is conducted ambient air standards are 
used as a model. These standards are based on a maximum impact 
area and worst-case scenario. 

REP. RANEY asked how toxic chemical coming out of the stack 
relate to PIC's. Mr. Vidrine said a trial burn will retake what 
comes out of the stack. 

REP. RANEY asked if it is possible to know if these emissions are 
safe. Mr. Vidrine stated PIC's coming from the stack will be at 
trace level. 

REP. SCHWXNDEN said the revenue for the Ashgrove plant must come 
from waste importation. He said that monetary amounts have not 
been noted. Mr. Vidrine said the combination of both money to 
treat and dispose of hazardous waste and fees generate revenue 
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REP. ORR asked if DHES monitored emissions from hospitals. Mr. 
Homer said there are no specific rules to monitor these 
emissions. 

HEARING ON SB 248 

opening statement by Sponsor: 

REP. BOB GILBERT, HD 22, Sidney, on bebalf of SEN. BILL YELLOW­
TAIL, SD 50, Wyola, stated SB 248 will remove surface owner 
consent for strip mining. The bill brings Montana law into 
compliance. 

Proponents' Testimony: 

Jim Mook1er, Exeoutive Direotor, Montana Coal Counoil, asked the 
committee to pass SB 248. 

Opponents' Testimony: None 

Questions From Committee Members and Responses: None 

closing by Sponsor: 

REP. GILBERT said SB 248 is a simple bill to bring Montana into 
compliance with supreme court standards. 

HEARING ON SB 311 

opening statement by Sponsor: 

REP. ERNEST BERGSAGEL, HD 17, Malta, presented SB 311 to the 
committee on behalf of SEN. GREG JERGESON, SD 8, Chinook. The 
bill is designed to define the oil and gas division order. 

Proponents' Testimony: 

Russell S. Unrub, member of the Montana Land and Mineral 
Assooiation, testified in support of SB 311. EXHIBIT 2 

Herb Vasseur, president, Montana Land and Mineral Assooiation, 
submitted proponent testimony. EXHIBIT 3 

Janelle Fallan, Exeoutive Direotor, Montana Petroleum 
Assooiation, testified in support of the SB 311. EXHIBIT 4 

Opponents' Testimony: None 

Questions From committee Members and Responses: None 
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SEN. JERGESON was expected to close the hearing on SB 311. 

HEARING ON SB 294 

Opening Statement by Sponsor: 

SEN. TOM KEATING, SD 44, Billings, told the committee that 
Montana does not have a definition of coal mining within its 
statutes. Methane gas has a nebulous definition as gas is formed 
from the compaction. Gas can migrate in and out of a coal bed, 
he said. SB 294 will define that coal is a solid hydrocarbon 
with methane a separate component. SB 294 is necessary to help 
with leasing. 

proponents' Testimony: 

Janelle Fallan, Executive Director, Montana Petroleum 
Association, stated that the Board of oil and Gas did not have a 
definition of coal. 

Jim Mockler, Director, Montana Coal council, testified in support 
of SB 294. He said he would be concerned should the bill apply 
to surface coal mining. The Montana Coal council should not be 
charged with loss of any royalties. EXHIBIT 5 

Doug Abelin, Northern Montana oil and Gas Association (HHOGA), 
said NMOGA supports the bill as written. 

Monte Mason, Manager, Minerals Division, DSL, said mineral rights 
of the state are in trusts. SB 294 clarifies the definition of 
coal. Although coal is a hydrocarbon, not all hydrocarbons are 
coal. The intent of the bill is to clarify the term within 
mineral title documents. 

Opponents' Testimony: None 

Questions From committee Members and Responses: 

REP. RANEY asked SEN. KEATING who could be adversely affected by 
the bill. SEN. KEATING said there could be an adverse affect on 
railroads as the bill states that they cannot own gas in a coal 
bed. Only the state has ownership, he noted. 

REP. FELAND asked if he could lease methane gas from a Colstrip 
coal bed. SEN. KEATING replied, yes, at the present time you 
can. 

REP. RANEY stated some people own coal but not surface rights. 
SEN. KEATING answered, yes. 

REP. STOVALL asked if the Crow will own coal on their lands. 
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SEN. KEATING stated Indian tribes own mineral and surface rights 
on their land, and coal is a mineral. 

EXECUTIVE ACTION ON SB 171 

Motion: MOTION WAS MADE TO TABLE SB 171. Motion carried. 

ADJOURNMENT 

Adjournment: 8:00 p.m. 

DICK KNO , Chairman 

DK/ro 
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AGENDA 

EXHtBtT I. . 

DA~~~r;-~ . 
~.-~, 

House Natural Resources committee - 3:00 p.m., March 15, 1993 

Department of Health and Environmental sciences 
Solid and Hazardous Waste Bureau 
Hazardous Waste Program 

Presenters: Richard Knatterud, Environmental Engineer 
Don Vidrine, Hazardous Waste Program Manager 

1. Proposals by Cement Plants 

2. Permitting Process 

a. permit application review 

b. draft/final permit 

c. trial burn process 

3. Existing Rules/Standards 

a. federal BIF rules 

b. state B!F rules 

c. gene~al facility standards 

4. Other Laws/Rules 

a. Air Quality Bureau 

b. Moratorium 

c. MEPA 

5. EPA research/BIF Roundtable 

6. Summary 

7. Resources to Implement BIF Requirements 

a. Resource needs 

b. Program funding 

c. Proposed legislation 
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LEGISLATIVE TESTIMONY 
DIVISION ORDER BILL 

.laB 311 

My name ~~ Russell S. Unruh. I e~ a rancher in northern ~laine 
Cou.nty and 61n a lIIeJllber 0:£ l10ntane Lend e.nd Mineral A.aaociet.iofl.. I 
am here to testi£y in :favor o£ SB 311. the Royalt.y Division ~ill. 

I ~elieve that a Royalt.y Div1410n Order ahould b@ only a docuaent 
which is ne:cti~&I1k'y to di-5tr:i.bate rOY41ty to m.inerai int.erests. 
In So.e caaea. Royalt.y Division Orders havu been u6ed for other 
purpo~&~ 62 well. 

~y Division Order, for e~.~ple. no~ only degcribeQ .Y mineral 
intere~t but injectea other proviaion5. One .auch prov~$~on wee that 
·'.settlement oE t.he mineral interest. ehall be Ilade 00 the b~ .. is of 
NET PROCEEDS :fro. the "ale o:f the oil and 9ftS". It t.hen went. on t.oo 
describe net proceeds a~ "the ~mount received fro. such e sale leaa 
transportation. dehydration, 5ep4~~tion, treating. pro=e&oing ~nd 
compressing ch~rgeEo or othar expenses. i:f any". 

As a result o£ th~ 4bove provio1onv, ! feel that my Roy~lty Division 
Order ~lt@red the provisions eet forth 1n .y lease. My lease ~tated 
that -the lessee shall P~Y the leooor,aa royalty, one eighths of the 
PROCEEDS from the sale of the g85, ~. such, for ga~ fro~ wells wh.re 
gas only ie £ol..!nd." 

I beiliev~ that when we sign ~ 12 1/2 ~ land own~re ~cyalty lease, 
W~ are givinS the lese~ 87 1/2 ~ of our ge~ Bnd oil to prod~~e. 
tren~port ~od ~8rket our 9ss or oil withgyt any cost to U~. ~hen we 
.i9nw~ th~ ebove ~~ntioned leese, we ~nd~r6~oed tha~ ~e would 
rece1~e 12 1/2 % of the p~oc~eds £ro~ Lhe aale o£ our gas aa 2taled 
in our le~$e. but we receive aprox. 5.45 p@r ac£ le~s then th~ sble 
pXlC~. As e re6ult, over the pasL 13 yeer~ that the ~ie~d ha~ be~n 
i~ pro~uctio~. I feel ~e h6ve l05t Many thou~and& o£ doller~, 

I believe th8t if 58 311 is ~nacted. it will slop £uture ROy81~y 
Qiviaion Orders from al~Qring prOVisions in Lhe leas~. I would elso 
recor.rnend thst £uture Dlvi6ion Ordere use le~ge @nou9h prinL eo you 
ao~'t h~ve to find c ~icro6cope to resd the~. 

Raspect£u 11 y , 

,._-.:.''':::0-=::0> ; .. 

.... :-:~<:-.::=< .//rc:-:--': ; ('< ;/< 
'Tt~.!!'!le:ll S. Unruh 
Box 457 
Chinook, Mo~t~ne 
406- 357 <3628 

59523 
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The majority of leases in our area are 1/8 share to the royalty owner and 
7/8 to the producer. The 7/8 share is supposed to allow producers to pay 
costs of drilling, production, treating, and transportation to a delivery 
point, and still make a good profit. And it does. 

The method used tel change leases with division orders by our somewhat 
unscrupulous producers is to draft a legal document that is virtually 
undecipherable unless you have a law degree and then it I S questionable 
unless you have expertise in this area. They send this document to the 
royalty"owner with a letter saying you must sign this division order in 
order to get your money which at this time, is okay I say for example 
$4,000. "We would like to disperse these funds but we cannot unless you 
sign and return the division order." It is a very exciting time (just 
like hitting the lottery) and so the mineral interest owner checks the 
share to make sure that it is right because that part was readable, signs 
the division order form, and has just been had. When his checks start 
coming, there are all these deductions that are taken from the gross 
proceeds over and above taxes. 

What is happening is that the people are being taken advantage of and 
basically being bribed to sign these bad division orders. This law would 
stop that because if they wanted to change a lease, they would have to 
amend the lease and most people will take a much harder look at amending 
the lease. We are not the only ones having this trouble as a number of 
states already have a similar division order definition on the books. 

Enclosed in this testimony are two examples of gas division orders that 
have taken advantage of the royalty owner. They are the same except they 
were used by two different companies, one from Canada and one from 
Colorado. They change the terms of the lease to allow additional 
deductions before royalties are paid. We also have examples from two of 
the major producers in Montana that do not change the terms of the lease 
and to our understanding, none of these major producers in our area are 
changing the terms of the lease with a division order. 

We urge your support of SB 311 - Division Orders. 

Thank you, 

Herb Vasseur, President 

GM:sn 

Attachment u: 
Attachment #2: 
Attachment #3: 
Attachment #4: 
Attachment #5: 
Attachment #5: 

Xeno, Inc. (poor) 
Smoky Hill Exploration Co., Inc. (poor) 
J. Burns Brown Operating Co., Inc. (fair) 
Norfolk Energy Inc. (good) 
Oil and Gas Lease (MLMOA-2) 
Oil and Gas Lease (Montana 88b) 
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Montana Land and Mineral 
Cvmers Association 

March 12, 1993 

Rep. Dick Knox, Chairman 
Rep. Rolph Tunby 
Rep. Jody Bird 
Rep. Vivian Brooke 
Rep. Russell Fagg 
Rep. Gary Feland 
Rep. Mike Foster 
Rep. Bob Gilbert 

P .D. Box 13D1 

Havre, Montana 595D1 

Rep. Hal Harper 
Rep. Scott Orr 
Rep. Bob Raney 
Rep. Dore Schwinden 
Rep. Jay Stovall 
Rep. Emily Swanson 
Rep. Howard Toole 
Rep. Doug Wagner 

House Natural Resources Committee 
capitol·Station 
Helena, MT 59620 

Re: SB 311 - Division Orders 

Dear Representatives: 

The Montana Land and Mineral Owners Association consists of 165 members 
and represents approximately one-and-a-half million acres of private land 
ownership in north central Montana with members primarily in Blaine, 
Chouteau, Hill, Liberty, Phillipsi and Valley Counties. This area is the 
major gas-producing area in the State of Montana. 

A division order is a legal instrument ~ed to notify mineral interest 
owners that gas or oil has been found and is going to be produced from 
their mineral interests. What is needed in a division order is the 
correct name and address, the tax identification number, a notification 
clause that if any interest is sold, all involved are notified, and the 
di vision of mineral intersts on that tract of land so everyone gets the 
correct share of the proceeds of the production. 

To the best of our knowledge, the major producers are doing exactly what 
a division order is supposed to do: however, we have a few smaller 
producers and note, a few producers, that have been using division orders 
that change the terms of an oil and gas lease. Just about all leases 
give royalty owners a percentage of the gross proceeds less taxes. When 
division orders are used to change the terms of an underlying lease, it 
is always at the cost of the royalty owner. They are being charged for 
transportation, compression, treating, and even production costs. 
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unr"II.I,!II'"'oI .'I·(\lhc.lI·cI,lfltl· lu, "urh ;Col\ I.,,,,·,alur Ill.) 1\111.1. "'Ihuul mh·,,''''. Ih.· "'Iflllill .. I ",nll'I"'lh ~u"JI' I I .. I ... ",h.,· rdl,,,,\ uH11I II .. · .IIlh.utll .. I 'h.· rdolltl. II .'1)'. II 

'''',I"lIIlh,·,II" Itn.l un.llV'·al.hl" IIfll", "' lht .',·,11', .. 11'""",.·, t \lInml~~llIn IIr '"rh \Jtlwr 11." ..... ,."111·"1011 ..... '·1") II."".,,,,,, .h .. ,. 'I."·~,I ... ,.11,,,,,,.,,1 .1,,1 ":-I~"O \, .... rl~l,t. III II' 
.. "I, "1~'·"·I'''h I" ""llhhuhl", tI"tlurt h"m lit .... tUrI· uf ill.~ ,h~hllr\ .. m"nt 11" .. (\,·,1 1I.·trl,lIlIl.·, .. 1\nl"H,II,~, I .. ,III, It-.II(' .. ,,,1111 ", III ,,,III I" i"" .11 ... 1 \0111,,1'110 I"A'. \1"lIi.lI .. 
1"'1 I'ro_ "",I~ Toll ... Munlin. ('lin .... '''.'"", T ..... 1("""lu(r .. lllIll'n\l'II) "un,1 T .... oIf1" .11\ IIU,I', I.u It· '''' 1,.1111'10: 'h.· .. II"· 1.".·,11 " .. I "',IiI"'('''III'' .!.'" ""IlJ .... ,.h .. I,) .",\ II .... hU ... IIJ 
I" ~iI) )u,'h Ii '" ~ 0I1U' '''nd"r I 'ull ",,,un I til 411) )urh I.lrt lI.ud by II lit ""I 0", "' r lur '" hum lui II t .. an lin ,. """11 " .. ,.I 

:: ...... Ith'lh"nl Illr Ih,' ",1 .... " .. Inl"' .. ~h ~h.1I ht' r"oId .. un th .. hol!ll\ of ,h ...... , vrllr .... ,lh It"·I·I~(,.IIr"m Ow .... I.· '" ~ .. ~ ,.11',·" Uf."" ,h,' .... lulII.· r"fIIf'utoll",n, 1I1 ... I" .. r ..... ,- .. It.1 10)1 du' 
,'\.Inh ... ", .. Ih"t .. ,,1 "~f'lllf'J('."I"" In".n, Ih .. Amuun' 't'rl'llIt'd I,unl \'H'h "0I1f' 1 .. ,\ I 'oIn'l'"n.'IO,n .• 1.'h."lr .. I ... II. ""1'011 It." ... t,.· .. tIO/(. I"'" """"": oIl1oJ '· ... 1111',.·'''''''' rI.,d t;" oIn,1 
ulh"r I"hl .. "f .... Jtt'n ....... 1 ."'''' O,IO'fil'''t n,oI'1' .... II "" .. lu an .. j.I",('hol ... " 0111 \ rhul ... · .. , "u"h ',"'oI11t",,·, .. no! 1.1 ....... 01, ,I ,1 ... 11 oJ, nil I" \, ... 1"11' II" ... " ... ·r. ,II &I •• ' ••• '" II .. ~ ... Io, 1'(1 •• 
lur "" .. , .. "~I.thl, .. h,·d 0' '''I(\,I .. , .. d I" Ih .. r.·., .. ,,,,II'u,,",,,, {'"nlflu,,, ... n. o( ulh"r ..:.I\rlnlll,·11I.1 .. "th"'III. ,,, .. I'("r "1>1,1I.· .. I.h· , .. , ... ' II .... I.· .. I .. , th,' .".III"'W ,,' .41, .. 1.''''1< 1Il'1 
t-,ur,·,·.h .. I'tolll tw 11\ .. un .. u .. ,,,·n,l .. d ur unrund,llun.l "l'rllltr.U .. d P'"'" fu, "urh It .. , d""'rlllll"',1 I.) 1111 .. 1 U ... '1.I .. · .. '.t.I.· uf.,,"r "I th., r.·."'r .. 1 I·u"" .. , l·" ... " .. , .... ", u' u.' Ii ... 111. r 
~"\t·'nlll .. nl.'l ~t:.'n'·) 

4. 11111 n",,, \(" "fill) ,h.n ti.".fy OJM'ralOr of In,. rh",n" .. of 0'" nrhhlj.l .• nd no I' .n~h·r "I'"h·t,·~t ,1'1.111,,· 11111.\'''''; IIj.I.H' til'" r .. ,,,r "hl,1 I ""11.1"" 11.1 11I.;'~· ""I h II.lfI!lI", .".J tl,~ 
, ... · .. ,' .. ·'I'n"'uII,'·nl '·\I.I .. n'·1II • .,}\ ".n .. rr'. I.r" !'l'rt,fll'.t r .. ,,)' (hr'''''t. .. 11.111 tw lu,h, .. t ... ,1 til 1'1"".'1'" ·I',II.I,·r .... 1,111,'1,· .. , ~h .• 11 10.· "," , •. ,liI·'I,.I· h"1 •· .. ,111" 11 • .11> ttll" f,r"\ 
.1.,.,' ,., IIII' ,'.t! •• ,,1.1' '"ul,tll III "" r,,, h n.,llft· , .. r.·rf""'f'tl hy H""·r .. I,,, 111"·f .• I"f h , .. h,· ...... 1 1 ... ,1'1,) •• 1 .111.'1' ""1""''110011\\ I"r ,klo""""I1'~'" .111,1 ... 1.,·, ... 1'1 "III,,· It'h , •. " .. , •. \ 1.,,10 

.Ih.,\,· .. " .. II ", .. 1I"uhl ,.·'"rll"", 110,' .. .,.,,,,,1 II)' "th,·, .,.\(111· ..... \ht' rr .. uh ul III .. "UIIII,I'" "'" I"~ I''', h."".' .. r "" •• ,,'/ "r ",I,," 1"'1 II"·"t, If,,", . .1,01 ,JiI'll·.!> ..... 1 Ih~' I ..... ".·., .... 11",,· 
Iflh'rl'~'" .If' .lft(·o"\"II"~ .. u"" m'ln .. ~ '" III h,·, I'''~ IIlI'n". ,I Ion). '"u''''' ... ,,1 rr"j.lun"hhl.~ A"" .. 1 •• 11 .(,>' •. 111"'( .11 .. ( fI.'\ "'" HI .. rllllI" It} ... ·1 11I1I .1 !rUt'l .ddl' , ... ·.1 11.1 tt.,.·(..I10' "I 
\.", .1"",· ,1"'I,.·~" .... h"n In), lu .. h m.,n,·y n, w.h .. n all)' IIlh"r dl\l\lun .. 1 IIlIi·rt·'" Iholll lh,.1 wi tllrlt ... I ..... · .. , •.• 11. I", .11) r •• ' .... ,' r .. '''1111' .111, 'l~' 10,.01 "J hUI'"" fI'I" •• · .. b '"r 
1".,.1." .1 •. ,,,,,1./1.,(1). In.t Ih,,,," ttll' 1'\1, "I' '1', nllll,·,· )oh." nul til' '''''''''''''.1. Ill"',.\"r .. 1".111 ... tlt·I.1 h.

"
".",,, ,II ttll' .... III .. I .Ittl,~ 1,,·,,'10, ,. I ... " oJ 11,.1\1.'1.) 0I0.1 .. 1i tJ.'''.lI.r .. ' 

I,,~ ..... Io,.·h 1111,.:111 .• " .... "uI .. 1 oIn1 u .... ·,,,.,.nu·lIl. 

:i III II,,· ""'UI "f .In" 'h~"UI'· '" '1".· .. \111. II An), lUll" tnnl·t'tlllnlC 1!11"'"th.· .hu", .. ,I,· ... rtl •• ·,II.'llh ur II .. · .cA~ 1"",lu,·.,1 tl"·rl'l',,III. 11\," • .I,,,r 111." 1 ... 1011111' ,."" ,· •• h .. 1111 K"~ 
'UII~ .,,·r.·,IIIIo·r, "1I1,lln,I,·,nn,l, ";&I, .. '.rlllr) til 0l"',.llIr ha\ III"'" 'urn.,h.·tt "' un'" ,,"rl'l,II~'IUI" \.r "u.· .. I' .. " ,,11111,'" ''''''''1'''' "I r"ll ...... ,,·,1 I., II". I .... ·' ~ ".111'.1 .. 1111111 III It,,· 
1,\,'hI 11,.,1 .III' ""url .,,·II .. n .. , "Ull h ""'.1 In 4n) r"u,I alt.·rllP" \,11,· I., t'lth('r ,h.· tt'oIl I'( .. ".-rl, .1'"11,· d, ,.1,10.·.1 ,I( ',,·11,,· ~ .• , 1', ... 1101,·.1 tl,,·,. I, .,1, II ... 1 •• ·/. "11, "' Ih,· 

un'''·'''I:n.,,1 ,H"1' .• '111''', .. ,nl .. n n"Ur,· IIf thf' 111111111 "1 .. ,,.'11 a .. '"tn ... 1'all,mlll,',II""·I, 1 ... lurr,,"'" ,11,.III,,·'.tH'( h, II,,· ,.11.1.""',:,,, ,I .. r .11",,, th. ,,,uri 'II .. ,." II II .. -',,11'" "" "h 11 ... ,,1 
Ith' 1,1',' ,,{ ''', h ... ·'".n IIf .. UII. .. nil IIllI'r;.\o" 0' ,In) purr h.",·, of JCII~ rull .. ,hdll b.· h..!.1 h .. 'wh .. ~ I,HI, .... \ )<,,1,,1111'., ".",10': .·.1 III " .. I, ~"'II ..... 1 .. II r.· .. "" old.' .... ,I'. , .... ! •· .. 1" IIw~ 
In, III r,'.1 on '10 to· ". II ""'- .K4"'''' \.1111 rlollm ""h"lIlt'r In UJl'·,iI'u,. .... I.·"·n~I·." III th,' '''' .. ·n ... · .. llh.· " .... ''',,', I,."", .• "11 1111' '11, ... ·1· •• ,.;'" ,I ~1, .. III'.J .... ,1 Iud,.. ""II' .. ".1 .... ,,1.',,'" .nt! 
•· .. I"'II~.·~ III II .. ,,"'I,·.ft.tI" .11,,1 tuth""llrnl Ih .. , \ht' •. Im.· AII"r" h,\"' Iht'lr ",tu" .. t ~·h'·'.·. UII,Io-, tl,,~ l,r",,,,,.IIII,,· I"'~ ..... 1.. "I .. I" " ... , .. h·~ ,H.· rt"! "",,,1. ll"'I!I"~ .... ,.t' I .. 
• tll,,"IIIIIII.\ .,rlll h"I,1 tlw 1)'I"'~'''f h.rn,I,· .... Ir"'" .. ny holtlllll)' for an)' lila JI'''II ..... ·tJ or .".· .. ,,·.'." .. lIhl 0' 1' .... 1 ... " •• I""nl "I ..... 1. ,.l.ld.t"tI,'f .... ·.·.h. luK' ,I ... r .. lth 11"'1" .... I," .. 
111"''''111 II .. "",,, .IIIIIIIWII\,,·n'''t nl., d.·,h."1 Ih,· " .. tnif' '(lInl an)' Amuuhl ""''''111''~ "10 11w.'U"f ... I .. Ih. ,·,,·I\l .. l ""'q'~}1I1"I,1 ... r K .... t .. tl,,· ","1''",/ •• 1 ...... O"IIO'r l.rl'·,11 
tll',·, .. I'" I •• ",lIl11ftll'" ulklll .11..,,, ... ,r, IhrU'ul'" ,rrnUfl Ulth .mOIl"I~ hllfll lUIIU .. 1I((rv"" I" tl'll\ IIf .", "II .. r 1I,lrU· .. 1 "I ~ .. ,'I, u .. h. r I"r .. h,d, "I',·rlll ... II,,,, ", ......... 11 I! 11.,,,1 

Ii. 1'1 ..... o\,:u···n:t"hI ~l'IoIh I, .. hltHltn" "I,u'I;a1l JI~rllt'~ -.crf"·IIIK ht'r .. lo ."r'p .... I1\.· "I wh'·llwr.1I pitt,,., l.I~I"",,.n IIIlI·n· .. 1 I,' It ... n.lhrUh. "'I.II~ /ohd h:.u·I,III.\ t:~tatn 
,. u', ut " th.· ',aliII'. AI"I ,h.lll .... I,,"d tilltnd bt· """IIfIM; upun ,h"lf r .. ''' .... :\I",t· ht:ln, dt'~ "r"). """".,1,,, ... 1.· ... 1 r'·"'n' .... It\.II~ "!>. '1.11" "'''<lr, al.,1 ."'toil'" '1 h,' h ..:r"n'.rnl II1.Y " .. 
.. 11 ... ·I" .. t 4~.In "\l'\lhu ,,, .n) .,1111', .Iun .. mt'nl itnd Inl'uq.lllrah·d ,h .. n·1R h) u·"·'t'nc .. lu! .1I •• uq"''',·, ... II. ,.'. vt'UIIO' In) )"1"1'1.1,,, .. Ih,·", til .... nwl'llhh 1 ••• I'ht~I"" (hJecl '''.)' ur 
.,:1. .. h"'llIn.,1I hi' JI"'Rlt'd til h.· lu, .11 pUlllu~,,~ ,,' lh\' ".m .. furcl' and .. 1I .. c\ n fU'l"ull"n ",f \hl~ dULvll.t""\ 

7 11.11'111 ..... 101 •.. ,h., 0p"Plllr "',11 tllRlI.I), With .1I.,ru'o"'klfts 01 LIt", .. ulIY" O,drr Nu, 112 .. ti of S .. ylrenh,," ~ ... 1~3 •• ltd ""I IIIU'nd,I,,'nt Uf "U"j.lllllli·,,1 I1"',.-tll .t\\1 ... llht rulI: •. 
fn(I,I .. ltun .... n.1 ,1'I"lIanl urd~r!l III lh .. St'ftr'Ar1 of L.bu,. 

j{U~~t::LL !j. UI~HUd 

.---------------

Joye!' .' I!!W\JII 



T~ SMOKY HILL EXPLonATION COMPANY, INC • 
.,.·t·ECl·,vE: _______ A.:..,p_r_i_l_l....:,'---.1_9_0_2 ______________ _ 

The below named pnlie •• herein.rter design.ted as "OWNERS" I and each or them by their ,iKnaturel' ht"reto amxed, do hrreby reprl:~l'nl. rl~rtify and warranllhat lhl'Y Ire 
the legal owners in the proportions set out below or .11 the C •• and anod.ted liquid hydrocarbons produc:cd rrom or IlIot41«.."1.I Lo the wt'li. arr.'aK" or (tlmmunili%cd .rt'A more 
particularly de$crlb~ I' follows; 

Township 35 
~ectlon ij. 
1-13 Meland 

North. 
all 

Range 12 East, r'IPM 

in Ii i 11 County. State of Montan •• and are entitled iOfeceive payments lor gas taken or sullJ 011 of the premises. and until fUl1her notice credit ror 
such gas so laken or sold from said premises shall be given I. directed below: 

CIIEDITTO 
lowner) 

Sigurd Meland 

DIVISION OF INTt:REST 
(Working Interest· W.J. 
Overriding Royalty· OUR 

Landowners' Hoyalty . LOR) 

3.125000% LOR 

MAII.ING AIJllItESH Rlld 

SOCIAI.S~:(;UIII'J'Y NO. 
orTAXI'AYJo.:US 

II)~:NTI~'I<:A'J'ION NO. 

Havre, MT 59S111 

SMOKY HILL EXPLORATION COMPANY, 
hereinafter ~a1led "OPERATOR" may sell and deliver to any purchuer and 

then remit to the Owner. al set out herein for all, .. and uaodated liquid hydrocarbons. inc:ludinl condens.t.e produeed. saved and lIold from said premisell all follow.: 

INC. 

1. Payment for gu shall be paid to the Owners according to the division 0' interest shown above. Payment therf'lor may be made monthly by thf' O~ralor mailing 10 su('h 
partie! its cheek therefor at the post olrice address slated. on or before thirty (30) days alter receipt by Operator of suWdent inrormation upon which !ll'ttlement thl~r ... for Rill)' 

be made. Jfthe amountaccruiDg to the interest of any Owner herein is less th"n Four l)ollars ISoI.oo) in anyone month. the proceed$ of ~uch runs may. at the option of Uperator. 
bl:" accumulated and paid without intert'st on an annual basis. payment to be made ill December of each year. 

If a refund of a portion 01 the proceeds derived from the .ale of gas llIay be required uuder any orJ@r. rule or regul<&liun 01 the .'edtoral Power Cunlfllission or otht'r 
governmental agency having jurisdidion thereof. or the provision. of the "Nator,,1 Gas ACI", the price for Itas shall ht.' talc-ulaLt·d un lht" bal'li:'l of th~ Ullsol'llH!nded or 
un(,onditional certUicated price for such gas. Operator may hold. without inlerE'st. lht· portion of proceeds &Ubjt'cllo po.!osibll· refund untd tht· allluunt of the rt~fund. ilany. i~ 
determined by final unappealable order of the Federal Power Commission I)r such oth, r governmental.Krney. Opt·ralor is also expres.!oly aul hl)rll.l·d and Kivt'n lht· ril{ht. in it!. 
soh.> discretion. to withhold or deduct from the share of any disbursement dl~cted hereunder attributable to any Ol>der. II SUUlci",,.1 !ium tu IIaV all ad va(otl'm taus. Munlallit 
Net Proreeds Tax. Montana Conservation Tax. Resource I ndemnity Fund 'fax and any other tax (excluding income taxes) that will becollle due and payable by any OWII~r. and 
to pay 5uch laxes and render a full account of any soch taxes paid by it to any Owner for whom !luch tues have bet'n pi:l.id. 

2, Seltlement for the above interests shall be made on the basis of the net proceeds received from the $ale of gas based upon Ihe volume cumpulations maJt' or accept"d hy the 
purchasus thereof. "Net proceeds" mean$ the amount received from such sale less transportalion. dehydration. st',Htraling. treating. pnl4"'!!IoNing and cODlpresloiun charges and 
other rosts or expenses. if any. Operator may $ell gas to any purchaser of it:; choice at such quantities lind ,)rices as it shall d"elll prud.~nt. 'lowe\, ('r. in th.· (lVI'lIt the N.alt·'I '''II'e 
lor gas is establi!ihed or rt"gulated by the Federal Power Commission. or other governmental authority, the pril'l! ufJ~tlicllblt' to !!Iouch !tales for thl' I/urpu .. e 01 l~ilkulo&lUlK ltd 
proc'~t'(b shall bt: the un$Wlpended or unconditional certificated price for ~u('h gas determined by rinal unappealable unler 01 thl~ .'cdcral Puwer Couullll!i~ion or ljuch oUwr 
governmental asenty. 

3. Paymenu so made are to be in full settlement Cor suth gas so taken or sold from said prcmi~es. 

4. Owners severally shall nolify Operator o( any change of ownership. anJ no transfer o( interl'st shall be binding upon OJM'rator until a r"4u1· .... 1 to lII!lkl' su('h trall'lft'r andlhe 
recorded instrument evidencing such transler. or a certified copy thereof. shall be furnished to Operator. Transfers of interest shall bt' madl' dh'divi' not Nrlier than Ihto rtr ... t 
day of the ulendar month in which notice is received by Operator. Operator is relieved hereby of any rf'spon!loibility ror determining if and ",ht'n any of the irl\t'rt'lobl M'( furt h 
ahove shall or should revert to or be owned by other parties.as the result of lhe complt'lion ur discharge or mont"y or other pa)"nlt'lIt'l frum .!oaul iull'rt'sls and th.· OWIII'f'" loIo hu .... c 
inlerests are affected by such money or other payments. if any, aSljume sait. responloiblity and shall give Operator lIotice in writinK by c-crliflt'd I",h'r :uldr.· ... wtltu 0llt'raltlr at 
the above address. when any such money or when any other division of interest than that set forth above shall. for ilny fl·a .. on. bt,t·tlUlt.' .·fft'(·li\l(·. aud 10 furlU~h fl'IIIl\'~llo fur 
transfer accordingly. and that in the event $uch notice shaU not be received. Operator shall be held harmless in lhe CYcnt of and i:'l ht'rt'by rd",IM:11 'rum allY and all d<&l1I,t~t· ur 
los! which might arise out of any overpayment. 

5. In the event of an)' dispute or question at any time concerning title to th~ above dcsrrihctllands. or lht' gas pnnlut'l'd ttll'fI·rrolJl. OfJt'r;&llIt may hulll t hI' PflWl'I·II ... (If all ':-01" 
runs hl·reunder. until indemnity ljalisfactory to Ofleratur has been furnished or until surh disl'ule or Ilul'!!Iotinn uf tille b l·orn·(·h·d ur rl"lIIlwt·d h. t1IJl·r;llor'~ loati ... larlWII. I .. I h(' 
en'nl lhlll ORY court action or suit is filed in IIny cnurt arr!:cling title to eitht~r thtl n'al ~roJlerty ahove dl·~l"tlbt'd or ttl tlu' ~a!'l JltIIlhln'll tht'rl'frUlIi In whwh allY II( tin' 
undl't .. igot'd Urt' ,'lIrties. wriltt'n nutice of the filinK of such adion shall irmnt·diately bl' furnl:.hed to Ovcratur hy till' uudt·r!'ligul·tl. '1tallll~ tilt' nlllrlill "hll'h tilt' :';IIIIt' i!'l flll'll .11111 
lhe Iitle of such action or suil. ilnd Opcrator or any purchaser of gas runs sh .. lit be held harmlt,~.!o frum any judgment rt'ndt'rl,d ill .!oul'h .!our! anll all ,.· ..... Hlla!.II' l·U ... t!'l and I'Xln'II"'I'" 
incurred in dl·fending against said claim wht'ther in Opf'ralor's deten~e or in lhe ddense of the' gils purchaser. and the undl'rloIKIIt'1I ~h;lIlllil)' ~aill Jud~lIwlH o&ml ~;II(J t·u ... b alut 
expl·n.!ol·!i in the ptoportion and to the exLf'lIt lhalthe same .Ut'C:t! his ur their inter!:st. Where. ulldt'r thi!'l pruvi~loll the prUl·t'I'd!'l ur OI"Y ,l{J ........ alt'~ 'tn· I'd.HUt·11. Owner'> a~rt'l' til 
indl'mnify and hold the Operator harmless from any liability for any tax pr(jpu~d or assessed against or paid on a('('ounl of ... m'h ((·llIIlIl·,1 fJrltl"l'l~II ... h'':~'lllt'r wil h tht· ,,,·II,alti.· ... 
incident thereto. and the Operator may deduct the same from any amuunt owing by it to Ownl'ts. In the evt'nl of uvcqut),nlt'lit for ~a'j tu till' intl·rt·~l 01 .luy OWIIU Ilt'rt"in. 
Operator is authorized upon di!K:overy thereof to recoup such amounts from future atcruallj to this ur IIny othl!r inh·rl· .. t or !'ludlOw IIl'r fllr whkh (111t"r<&lur may lIIilke lot·UII·lIu·nl. 

6. Thil Agrt"ement ahall be binding ufJon all parties agreeinll hereto in-espe'Ctive of whether an parties owning an interf'~t in the mUll'ral!!. royally and leAlWhold e~lo&lt·s 
uetute the same. and shall utend to and be binding upon their respective heine devisees. uccutors. It'gal repres~ntalives. ~uccessor!i and a.'1!tiKII!o. This Agrt'ellll!nl may be 
attacht.-d IS an exhibit to any other document and incorporated therein by reference for all purposes and execution or any such document tu whll'h thill Gas IJivision Order mlly be 
.ttached !hall be deemed to be for all purposes of the !lame force and effect as execution 01 this document. 

7, "al'pJicable. the Operator will comply with.U provisions of Exetutive Order No. 11246 of Septl'miwt 24. 1965. snd any amendment or !lufJltlement th,·rl·to and of thl' rult·~. 
regulations and relevanl orden or Lhe Secretar), of Labor, 

Social Security I 



J, Burns Brown Operating Company 
P,O, Box 130966 , 
Tyler, Teus 75713 

GAS DIVISION ORDEij 

This division order applies lomt;' gas. condem;rte;-disIHlata;-p1alllllrudtlc\~, and alt~If,.Jr11;aricar bons. or Ihe proceeds Irom Ihe sale Ihereol, pro. I 
duced Irom the Jollowln, descrIbed wells(s) and 1,!I~d .. to·wlt: !. • • : ~ 

Township ~t, H.P.H. F..XHIUIL_? '1 
Section "J.,- \~~~ 

DATL-_c.-

Credit To: (Dlvilion 01 Ownerlhlp~ 

3 

,?0;,\ 1_ 

See lIllucheti ExhilJit lI .. n .. 

~orrooonto tq tho beot of the underolBned'. 
.. . ' .'. '"roaent in(ormation . 

EtCh ollh. und.nl.ned.lor himullind wllhoul rlalrd 10 Iny olher plrly .. rllll .... nll·flu.'.nl ... Ihll I".lnlirut Itt out oppalil. "" nlm. IIutlf....· 
'h. 'n'er .. 1 own.d by hlllll" Ih ..... 1I, .u.·H" ....... ' .... II'IIII.'."p'.nt·pnttl"., •• and.II olher-!!y,lrocarhQnl or proclld.'rom Iht "I. Iher,ollr~m~' .­
Ih. lbove dncrlb,d II"d, L 0.1.0 teo . .... 
Unllliur Iher w,lIIDn notice 01. chlnao In ownerlihl". IS hor DI"lller p,ovlded. you will live credll 10 Ihe ullllet sIRnDI\'or ,uch IlIlerell ShOVlllibovI, 

I"&,! 1n tet 
I. You or your IIsIIII08l, nomlllG" or vondeos ora Dllihorired to I""chon,,ocolva. son. olltllor 10 delior to "Ih.r purchasors 'or my account .nd 

10 ,."In Ih. proceed, 111"'01. Iha oil. au •• on".nl.I ..... I.IIII.'.,pl.n'-rr .... ".It. 1"1hI1~ olh,r{IY,ltoU,bon. II Ibovi d.lln.d, WJ::. 
" 2. for III.utahe .. ho,ellndor. Iho III1t1crsIKII.d will ".,101,1 his sh ... o"h.,lIoco.tI. Illh. dollvery 1101111 0' sllch 81S loss Iho .. "JlOnu, olld .. " . .j2... 

'Iettlen' cha •• t, 'I' 'o.th holow wllkh.l.or nl1l>ull,ose, h.,.nunclo, ,1 •• 1t he cm"Ic.le,.cJ 'he Juice .eta'vr." h,r 1,,(.1t KII umler II'llor"" of IIlV .p. , 
"Ueahll Ra, conlract (or .mandment or supple men' 1o such c:on""cl) which b herehy f'fttlflrd-nnd cOI1Hrrned br·"It~·undortlltned~ II J. Ihtrn,uPf::::. 
Urown U1J01l1l"1 CUlUlulny I, a I'"" 1'1 1o ,,,ch c:as conI. nel, It will bo Ina tiD o'lr'nllahla 1(1 Ihn lImlol slll"niliur hupecllofl ft' ,he nUlce, of J, Ih .. ,,, ';i,­
D,ow .. OperaU.,. COIHI1.ny during IItlrlllallttl~il1oss hou". 501110111011\ '''clolo. lhall ho '!lado as hrnel" IIfOvh.JuJ,leu ...... I,""J)ofl.llol' ..... .1.l­
lI:alhlul"., helUnl. PloeeBlur, AIUI (OtnIUuUIOl\ cos" Incurred I" connocllull wllh the I1H'ukC!tlnr, of 'l"ch Ri1~llIcllfffti prior or subsequent '0 
Ihe "polnl 01 dDII.lly" .. dolllod III Ih. '.I .... II .. d a .. l'urch"ln{~lIhfr.' which "'0 "I,dr."'I';lell hr.\e~r. 'GkllOwl.\I~nl 11111 .R .... 10 IllY. . 

i.-" .. e~U-allr!.n".II .. I • ...,I.II""'.r .. lnnl·I." .. I\I.I.,.nIll •• " 1I1h.;.h~' :oJi,\'o,;l'ihMI"!,n;n"'~I','\i:l p'i~. i".m~ •. IYol\'L~ lIIJ'~,'O.\I'IJ.'I.mlL ' 
etl1haralo( It Uurwell, alhr.dn(JutW'lS 'hr.rchom D raason.lIla s,ml '0 COvor lhe cosls. anti a.penses 01" entlr'M nllt! fIlDrk,IhlR ,uch 011 coneJen.~ 
salo, dlsllll_ID, plallllJloducls alld all iilllcrhydroeoll,olls_II.111 OIdor 10 IIIo,kol such oil, cOIIIJ.IIS.le IIlsIIII.,. J.lalll Jl,oduels IIId'l1I olher ::;(,-: 
hrd,ocarboll'," II "oc .. llry 10 Iroll."o,I salll. I>y Iruek or I>"BilliiTln~rh.""c Iloll1l..thnn.JltJhal O~OIl'. you~" .ulhollud 10 d.duel 1r0nl-...J-­
Ih. p,ocDlds or I"ch oil. cQndon"'~. tll.lllialo, plnnl protluc" ."d all olhor hytl,oC-JI , boll , Ih. ,uclimn n"""f'n, ch"8"-~I.QI'!! d.ducllolll 
will b.·mlde-Ior-udhnolll alld olhof-lllllluritloSpllllJ oOlloGllon, lor-Ioml,o,alur.-wlllllo lIIa~e-IrH'GGord.lII' • .w1 h .. 111I1I'h.d-fYIn-~rIValllnB 01-
,h,·llm .. ond-plo.e .. l·d.Ii.,,)'I 

1\, lho U"dDIIIIIIO,1 oa'o" 101",1.111,,111 YOII and holll you harmlon Irolll ... y lIolrlllly lor Iny ,.x "rnll.~o" .. r IISluo'llt,llIsl ""Y Inler.,liV)L.. 
h".under I"d h ... "y oulhorllli you 101,:IIi\I~flt'Y'd ,.ay I".h I •• or I..... ., 1"1'~ I '0 1III,Ioro 11:1.1,r,11-: 

s, IIccounllnR olld P"Y'"0111 .h.1I 1>0 ",."01",ly lor Iho oU. Ins. condo,,,.lo,-dI.,lllolo,..,la"'-IHoduclc o"tI ~II.olhorX,y, ioc.illOnllno,helodllld .c._}t­
Iu.lly lOtlled lor hy Ihol,u,eh ... r .".J .h.II 1>0 ,".tlo"r thock poyoblolo Ih. 11I1I .... IRII.".1 110.1, ,n'J.etllve odd"" .. Ihown '00'0 p'Qvld.oI, I ':1. 
II Iho p,oceed. ICClulnB 10 IllY 11I1.r •• ' haroulld.r .houIIJ ""'011111 1o lou Ih.1I filly \)ullo, I U5U.()(l) II.r "'OI,'h, YOII will "lIhholJ l"y,,,o,,,1<'<I'~ 
wlllloul.ctr".1 olllllo,.,'uIIIII."ch accrual •• ",ounllo "'"y I)oll.,s U5U.I)(». 1111 ,,"YIII.nls h.,ou,"lor .holl". d •• mod propolly mid, UJlon )f.-
Irllll& dOI'O.lIod IlIlhe Ullllod SI.,os mail. po.l.co pre"ald. Idd,oStodlo Iho ulldo,.lgllod AS ~lro.a .ollo"h. • 

6, 1 hD undorslRllod Ir"aes 10 .. Iulld .ny ovo,,'.~monl which ho locnlves and agroes Ihal you. III your dlscrolloll, filly wllhhold Ploceeds II, 
ItlbuhlJl.,o Ihll Inlo"sl ullliliho a'"Y-'i!'I,OI\\,'it oV0'l'.YIII.lllls lully ,"co.orD,I, IIf thl! 1.IIIoIe"" lllllcli lo 1\ 

7, -S.li,lo.'.ry-eb.hon" -e,-olhor-ov;'lolly.{.pIQI IQ·will ".-lur"l.hod-lo·yo"·.,-o,,y·lhn.-oll LlolII.",I .. to \'h •.• VIIII.OI • .1.1I",.-h

t
.P-I", III,h-,,,c", ,IV 

•• vld.nc. 01 UlI .. or In Iho eyant 01 31 4"lIyd'rso clnln'-er dlll.ulo .1 IllY limo conca,nh,! lHlLl, yo" rt1:'y In cllhe I"'roceolh 01.11 oil, a" 'ftntl.n'''h~ 
-d1s1i1l.'er.,I.n'·",oduGI. allll Olh .... I,y)I'"c.rholls rote!:!." wllholll-lJul"r."nblo·lor-lnler,,'·on,lhe-nm 'lin' rololned ulIllI Indo, lilly IIII,JIClo'y..() . 
1o you I1a, baa" 1m nh I u.'!IJ , Ind In liter nv~"l of a"" actlol' Q.[ StiU I, lIIod In ,my court 8I1oc\l"R Ilin tUle C1i1he, In "utlamh den jbuJ .hove or IO.,},l­
Iha 011. r,." conde"'n'artlil"nal .. "{I')I1l-"u,,uu~" anti olhor hYll! ucal bOilS In oduced 'her 011 "111 In whlr.h nny 01' Ihe underslgnod ere I,.d."..". wr II· 
lafillol to ollhe 1111"1 01 salt! optlUIl shotll bo lmmellialcl" IUflllshetJ '0 you lJy lho undorslRnc,1 "RilIrU' whom acllon Is comlnentlt. st/nilit the 
,ourl 1o which lhe IInto Is Ii!rd ~nd Iho s\)'lo 01 such Ic\lon or tull: .nd you IUti or llIrty carrlar hautiHulln1 tha·o", Ra ••• .,,,dll,,,ntordl,tllldhi 
rl8n~produch ,nd en nther hydfoc"rlJoHl tor Ihe \lueJer sIRI""", IccoU"t 'hllllJe heh.lluumla" h0111 BIIY Utl111l1.,1 rlf"hrdtJ In ,uch ,ultl ... 
lotar II lhe salUlatlVtlrse'r alleels Iho '"Ierasl In 'he Ibove lolcncntnd lanlh oWllel1 by .lte tlilthu ,Ir,ned "IU lur .11 reltsonalJla co," In'" ell.· 
P'''se, Incllrred III dololltlhlH aK.ill~1 .IIch eI.llllllUol.r IS 'ho sallla ntlve"oly plloel.,ho 11110'051 ollhn u",JOI,ISno" wholher,llI your d.lell .. 
0' IlIlho d.lonse 01 Ihe carr I.r Ir .n~ .. orling IhO-oll, RIt, cOlltl." .. I.r,JI."".I.r "Ion' pr.d"e" 0",1 olhr.r.l1td,OCO' "011' lor yovr or Ih. vlld.lSla"· 
.. I's I<COIIIII, IlIdlh. ulI".IlI~IICd I>I:r.o.lo "a~ said ludr,C\"DIII l"tI Iho co)h "1,lo'".lIse, IlIlholHollorllolLolld 10 Ihe ...... 1 Ih.llh. salll' 
IlIocl Iho 11110, .. 1 ownod "r Iho u",lorliiCllod. 1 hilt IIIIC I QIOtll'lI t 111111 L L lieu" r t! KCI!t!'\ the ---.. re 111 te,1 

Il'-C"I'II" til I \I' '''\' "/"111'''1''1 I/\!I"'I/'l' "'- ,_ o. II anYJ,ollioll of tho proceed, ucrlv(u.l hOl1llho Sit 001' ao oil. Ki,l. enll(fcn,n e; • ., i Ih\tn,_,nll pro61 r. ,;11 lr.,11 olhall,ychoou\Jons Is 1lILlecl '0 
lolull IIl1d., IllY law. ordor.lllio or r.,:lllalioll 01 allY COII'I.,eglllalUir IKllly, sl.lo,lho U.S. Gllve, 111""111, 0' ellY .uhdl.hlolllll.,ool, YOI' ""y 
withhold wllhoullnl .. ,,1 Iho 110,11011 o! Iho I"oecod •• uhlocl 10 rol<lI" ullluu 11I,lellllllly s~II\I.clo'y 10 y'0ll hnlircenllllllllhr.d, or ulllllihe ,. t­
hmd olrliK.llol1 h .. baoll IIl1ally ,Ielonlllllo<l. II OilY 110,11011 ollha "I ocoodl do.lved h o.n Ihe 5Dle 1111110'(1,1. gu, tonrlen,.,.,tllt""nl.;-plonl pro­
du.l, alld all ~Ihor hy,hucoll,olls i. Ihere~"er '.'Iulre,llo ho '01<111110" by rOlllllluor ftny I.w oltler. 11.10 or le~ul""oll 01 "'(. (01111. "~III.lo.V· 
Irotly. slala.lh 11.5. Governmolll . any slIlJ"ivhiolllhc,eol, YOIl ara 8111ho, ,odlo leeovor Iho .mnuIII "llho .0h",11 ~"l>lIcI~ .10 Ihollllo'OII 01 
each 01 Iho ulldo "Rllo,1 hOIllIUh~~"YIII""I" or 01 your oleclloll you lII.y Illvole.,ho 1I1Il1."IClleil III.,olor o"d colleel Ih. sa",o "I", Ih.lo,_1 
tole-ot-lnl.r"'·.JOil"{IU~'II'lr ,',\ ill'co 'r.jll'l'li"il,lljlh ·il'~dU~'fJ~·i!I;N'~"I'~~roHho·rclu"d. . 11,1 I!l : r IIC "n ,t "tI 

9. QUln,IlI., .,.10 b. compu'olJt 0111 rOI!" oJlly cOlIIl'lle'" r~I\U 'all\., Gr Ani h'COfdluR cit"," or Olhc,,\',,",\,oJ. or (OI1II1\1la\lol1. wllh Ih. ulld.r ,I"l' 
etl '0 hlVI '''aprlvUcao 01 wllnoulnc Dnd "orUylng the gnur.e·\lehol •• R~s cherh .nd till'" 1,,1C1r.,.,\1011 resul". Vou shalllu.ke Ivnll.hl, .UCh,* 
racortls In YOUt pon.lliun tJtlrlI'G normnl busll\oSI hour, 1o Iho untiorsln11od 11,,1 will elteLlo Iha 111,,101 "R"ed to ve'''(.llJch qUllnllllu: In II.fll1 -
tlon 1o ,h. dtductlon 01 '''e1nnh-tDblc:)-ufH.J.gas charls. can Dellol1s sh. 1J0 'flnllelor In'HIJlHnturo, hnpurlll •• , and. ulnk'I' ,ccoltJl"llo th ..... ' 
,ui .. and ,oRullllons .. prucril>ud I>y Iho local aulho,lIy l' Jh~, ~,IO\! "ll,;,U:eh lJ:: t· II ••• ',~.I~<o! •• d., r . -,. I ,,'1 

10. \I ony roylllr InIOl .. 1 iI.lOu,,';ur shali boco",. ",uui,ldoIlJYOIi .~'.~I h ...... 3, kill I'i, I~~'"il~ lIlt """le,HJJ'Ji1hd;.~;, ~~. '.0'\101'0" ',~.nl I~'t 
/lCllv. ply",.",'or Ihl sov.,AI holtlor, 01 Ihl lublllvidoll po, lIolllhlrlOl. "".1 you Ihlll "o1 b. required 10 m'~1 plymonllor Ih. lub~l, d.d In 
I.,ul unlilluch d .. I,,,"lIon Is lurnlshod. . . . _. 

II, lh. cOlllld".\lon lor ,h .... CU\lOIl 01 Ihls 'Breamonl II 1111 "roc.ods IrolO Ihe .. lI. BI1, ~nden'nle;--<ll'''"'''rI'lonl-p''''''\I.1t IlId .. l~ olho, 
1 n tlld hyd,ocorbon, obloln.d In" In bo ohl,III." Irom Iho unll w.1I o"d/or IlnI" dOltrlb.d .bo.oh.lon. wllh 110 ... """lIlonll CO".II""lIonl ",10' IIIU~ 

horelllwhich Ire ho,."y lOCO nl,.d a,,11 acknowl.d oil II ".1" lulllcll"lIy .... olI.blo. 1 .·undorolcnod t..roby·.doplr, .• \I!y .nd eonll,,,, lI,r~1 
.hl"" ,I.,erlbod d,clo,ellon o~ ullilltl,IIIi"r. ontl I"o,ruetlollllnil 'nr..,hor.wlih _II nmend",en" nnd "'I'I'lemOnls Iherolo ... hlch ~rt.JIIII",·_dod. . 
11111 ti~ hllihor ,ollly Ih. ull, KOS olld ",ill.,ol 10 .... 1I.lod 8"d tlosc"".d III ,uch doel.,ft"UII ol_~~~Jllldllill" o"d p,oducllOJi uiiil 111I111I,o"dll,ol1ls 
ctr ,u"lllemt"l, U'OI,'O, and do hOlchy Eran'. lelsa .ucJ 101 Ihe 1-a.ul.lJJ,""ulll.d.lno,uclrll!.hCs 10 Iho "cord ow"e" 1""lof .ceoltH", 10 lh. 
\e,nu.l'fovlslou ... ncl condillons ull~fJLJca~e~,.a"t.I no-.hU"'liii I ,at.1t 011. BIIS IIfltJ mlnernl 1('"181 "",.Iofor. 1.lcutld II)' Ih'll1• covI,I". 
Ialldllllc~tdJtLJUch.",,"·.ru·anO-ftDYQ ueon poolallin Iccardille. wllit ,,,ch tleclarftllon. "lid 011 such '''B'''' ,. welt 11 ,"I"nln"'" .nd/or 

.. ollIe & 5. ,,"n!l-decln' olion,;·.r.' oellle nl"-r.1o ,·.nle ,·colIl,.cls, (lr oe' ssln,-o S" 010."1 ,-end ·nll·.mond",onl,-c<rtorlns ·'h.lro.1 S 01 1o nd, .,·1.­
whl,l~ Ih&-uIIIJ."IQnud, i'-5I odll ud·wilh·.n· nlor 0.1-0' 0 flJ nOlllty-volidolld· ,ulr.I,Ilng, 

12, lho ulldDrslgned 8R'00, 10 nulily you ill wrilillK ul allY challRIIIII oW\lorshlll olllllc,nl nil" 10 1I11\111h YOII with a (0,11110" copy ollho IlIlhll.llcnl 
evidlnclllR such chanSD. lilly Ironsler, ouIK,,",olll or r.OIlVurallco 01 any Iniulaliin said oil 01 ga5 sh.1I h. IIIldo ,ulrletllo Ihll dlvlsloll of~.r 
Ind .".cltve al 'OV.II o'clock 1.111. Oil Iho lirsl day ollh. ula,nl" 1II0nih 101l0whlK ,ocoll.1 01 sllch IIl1lica Iry you. 

Il, YOUI .. h .. olry ,ollovol1 01 Illy rO~\lolISihilily lor uolorllll"h'l wlloll .ny ollh. Inlorosls shown nhOy. sh.,l1ll1c' •• \01 dlllllnl.h, he .,Ih.~uhh .. " 0' 
lovart 10 olhor l'OYIIIOIIIs hOIll •• ill IlIlu,o.I. a' PI" ,osull ollho Incr .... or tI.c, .. u In 1"001,,<11011, nlltl you are , ... by oul"od,odlo wlIlIlI". 
10 remll. pUllulnllo Ihe "lvl,lon ollnloro,'.ollo,I" ,hove unlll you recalvenotlce In w,llInR 10 IhD cunlrlly,lry ",11I.lldruse<llo you .llh •• 11· 
~r.n ahown .lIovI, 10Kolhar wllh a corilliod copy 011111 Inllrumlnl Ivldillclni such thellSo, 

lI:JllE AI'I'llIlUEU SCIIEUULI'; 



. ".,' . i~ 
11. Villi •• , OIlIl.Orllld bull1f11 re'lulloll 10 <I.II .. tlllo,,, Ih. procoed. 01 .AI. Ihe o,"ounl 01 AOY .OVO.lIlCO, ,lIollucllOll lMeho, OCtl'l lion or IllY 

olh .. lu 1,.I.d lIy or ,,, .. I.r I"Iho, lIy 01 Iho I.w. 01 Ih. lJlIlI.1I SI.I .. , Ih. Sial. wh ... II ..... 11 •••• locol'" 0' OilY 11.01 ,"Inllvh Y 1"'''01 
'RollI.I I". ullllo,sll"O" 'm 111,100 occolIlIl 01 hh 1,,10 .. ,1 III II .. lo"ds .n<loll, BII,_I111.lIul.,<lI.III1.I.,."IAoI·prod ... I •• nd.1I olllor hY<lroclf.~ 
1t01l •• ,,<110 ".y .uch 1!1: lO~ l~~'I' "0111 lit. <laLluclad 'O.OI1UO. "" J r. .... 

15. Wilh , .... eello ally Ifc,o.1 in IlIa .Ialollleni 01 oWllullhll' ~lIcl OIcler 01 cll.lslon which I. cc .<liled 10.11, ... 10,1 ".lSon,lhe spous •• ~ .ue CiliA'. 
,Iecillt. SOli 101llS hor' III .,"ll1oCOIIIU' • 1""ly h.,olo IlIcI 3ulho,h., •• 111 ,lit och you 10 receive .,," "'01 kol-<lil, BO' .ond.osalo,·dlslll.I ••. "lo"II1.J71 
I"0cl .. ,,, Illd aU 01111 hyd.oel' "0'" 11II!lcr Ihe lo ... us ho, eol, .11c110 pay III acco' dal1ea wilh Ihl. "R,o.lIIe,,1 III .ucll 1110 .. 1011 pOISon. I" 110. 1"0_~:.J.c. 
110,11011 .IId IIIlernsl ul 101lh above; willeh .ueh ".Ylllelli .halllla In lull 0",1 cOlII,llolo dlsch •• RO 01 .11 ollliealloll, helounder ,III Ih. sollie 1tI.1I'~ 
1111 IS Ihough slIch II.YllloIII hili he ell lII.II. ,lireelly 10 slIch S,'''Usa 01 In Ihollll"llIlIy. En.h 1"1 .... 1 nw" .. wnrrnn" .nd roprnonll Ih.1 hh Of 
~,o,.ntorll.I·.I.lu, I,., rOlllnlllod eon,IOIII·~1I "'''Iue III-lo·hl,..,r-hor-oacIUI,lIloll ... Hnler.,I·ln·II,t'·lnnll. d.""lh"h 

1o..shouW.~llV·ollh •. urul.uIRll.dl>.com"""u.ul.dl"'Vou.I"~IIV""IIIOU"t.¥ou.III'~'~Ppl~.lh •. pr"""d, .• <crul"~.I ... II, ••• I .. tl"DV~IL~'~ 
.. I., dl,III1.h, 1'1."III1U.luc~ ."d .tlJlIIICc.h.lIdrncadlOl .... lhluul.I.I.·I.·'Ih ... lnl ...... I"'I·lhv \Il11lorsl~neiJ i\ iiiiiY-lii liiir. lod 10 you 11011, wll" 
1In';',I...-ntUunrfuraui61;10lIio.poymcnl· ond' .011.lo.llon 01 ,u.h·lndobl~dn • .,;.lon, wlth·.n~Iho,..rem. diu yov-h."~lIh~H.W1H"", 
"'Iuilr. . . 

17. lhls dl.hlon order sh.lll1e .lIeelivo as 10 oaeh pnrly ,IKIIIII, sallie rOfA,dlen 01 wh.lher or 1101 ony Illhor parly whotl n'lI11 'Pl'fI"II>oV' u. 
eeuled Ihls IlIIhulllenl or any olilor h"lrumalll 01 .Imllar l",poll. lh • "lvl,loII order ,upI .. ldes .1I10rmer "I.hlon ord,,. 11 •• n on Ih. above 
dascrilled Illollarly. l·cl n tnll .... In 1'1"\ . 

IU, lhh dlvl.loll o,d.i ,h.llll1l1re 10 Iha bOllolil 01 \"0. I,arllo, IIralo, Ihol.r h.I". succes.llrs .lId 1UIHII\; 'i" Ih' 1I",1,,,I,II.d, .lId tlth Ollllllll'tjt "y ... clIlIlI, Ihl. <llyhlon u"I •• 1 .. '0"( "r'o. \I 01 U,. ,"IIDm,IIIIIII",.hllll, cO'I'0r.llnl1. or 1111' In whom all or ony pOll 0111t"4I1 r ROI,040'" 
-d.nlll.rdhllIlAI'rllIAnl·produoi. nlll .1 olhol hy.II.elflou"l IlIollllca,1 Irom nr .IIDell.<llo I" lo",h Ilo.c.IIl.II oltO" ar •• nl<l nr .II.,k.ltel, 
",_y ntlh. f"rlnl"t Ip .,nu lar luch ella HOI. CJo,nJu'lInt'rdIlHllnto,.."tant·prod",elt .ud aU-Dill., hr1hM.,,,bo,,,,turch,,,,\J IrOIn lh .. UfUJU"r'u,',-
.. ntl.U .. I,..l".ol.,. •• ·II-.on ••• n.·on<l,iu·I" •••• I.nl ... Hh.' ... lnl.r ..... own.d·h.r."ndorrlh.rwlll."nld.".rml.!.rpro ... I·.n,Hnd.mnllr·" .p",... 

........ ' ...... In.I •• '',...n .... II .• I.lrn.r<I.m.~ .... n<l ... p.n ..... , .... h.' ... y.,.."nl .... ·I .... onn •• llon .... II"·I".·,. .... 1 ..... ,· .... h ... II,. •• r."nd.n ... I., 
, ... hJlII.I.r.rl.n ........ w.I ... n .... I ... lh.,...,,..,ro .. rbon ..... ~ltl-p .. r.h ••• ,..rHHh ..... r"..nH..,..\H.,_"'*1rHh .... oI ... f.on~' .. n<lf44.p ...... 1oe&.o 
-.1,hl·.I, .11111" . 

. :. . Olldl) 
Unless lermlnaled earlier by you upon wrillen noliee, Ihis division o,der sh.1I remain elleclive lor a lenll 01 ._:itt_ .... _ .. yeM5 and year 10~(..... 
Iherealler unlillermlnaled lIy eilher parly upon sixly days wrillen nolice p.ior 10 Ih. annive,sary 01 Ihe elleclive <lale he,eol. ~ 

Belor. ,linin., please vorlly your Inleresl as sel out above alld verily your add,ess. wilh zip code. 10 which all checks ~nd lulure nolic .... e I e 
mailed. Any chanse 01 addre" should be prompliy sent 10 J. Burns Brown Opera"n, Company, P.O. Bo. 130966. Tyler. Teus 75713. 

Pluse Indlut. your Social s..curlly or Federal Tax Idellllllcalion Number In Ihe space proylded lIelow your sl~nolu,e, 

SI," '" Ink exactly 1$ your name appears above and have your slgnalure wllnessed. II your name Is Ineorreclly .Ialed. relumlh. divblon order wllh 
advice as to your correct name. II eaeculed on behalf 01 I eorporallon, Indieale your ollielal Iii Ie and Impress Ihe corporale 5,al illle5led by iI 
Meret.1)' or '~llstant power 01 a\torney .ulhorlzlnc IUch action. . . 
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NORFOLK ENERGY, INC. 
GAS DIVISION ORDER 

NOV - 9 1991 
~(Q)O~J)f 

IMPORTANT: Keep one copy and nole Ihe properly number .. our checka and alellmlnl. will bl Idenlllied by Ihl. number. 

TO: NORFOLK ENERGY INC. 
Five Post Oak Park, Suite 1910 
Houston, Texas 77027 

Dolod Ihls 2) n'-dny 01 
Properly No. 1050-
Effecllve 7:00 e.m. on Ihe 
(I he dale of lirsl run) 
(NNGII JO()514) 

_,19..!ll. 

_,19...2.l. 

The undersigned, end each 01 Ihem, cerlily and worronllhollhey are Iho legal ownors In Ihe proporllon sol oul below of oiliho gas and associaled 
liquid hydrocarbons (herlnaller relerred 10 as "Gas'" produced Irom and allocaled as descrlbod below. 

Township )2N­

Township 32N-

Allocations per Border Aereement 

Dlaine In _______________ Counly, Siale 01 Monlana, 

3 
:.l . 'ilE. __ ._ :2 -:-. 't) - cl3 

. I Sib )\ \ 
.J, '--------.---

and commencing al 7:00 a.m., Dale 01 Flrsl Run, you are aulhorlzed 10 sell and recelvo peymenls for Ihe Inleresl 01 Ihe undersigned In Ihe gas 
produced and lold Irom Ihe aald area 01 Ihe larma herelnaller Iialed and un III furlhar nollce 10 credllihe proceed. of Ihe lolalhereol •• follow.: 

Credilio Division end Kind of Inleresl 

Th.'ollowlng covenanla.,. ,liD plrl 0' 'hi, dlvl"on order and ,hln b, binding on thl under'lgn,d. their IUCCe!!IIOfl, Icgol rllprtlenlallves, and ... Ign •. 

1. Salll'mlntl and payment' for proceed. 01 gil lold ahlll be pllid to the Inle,." own,,. In acco,dllncl With Iho dlvl!lon 01 Ulllno'" '''Iforlh "bovi PftymMIs Ihu,,,Ior shall bit made monlhly bV 
ch.c .... milled '0 Ih,abov, menllonld Inl",,' own,,. I,thl poat oUlce Idd,esses III lorlh bllow. on or boloro 1I1111V dftVs aller UtCCIpt byyou 0' plvmenl fOf Ihe \,1ft' run lind of lu!llclentlnlOflnallon 
upon *hlehalloclUonl of producllon can b. mlde. 11th, proceecll.ccfulng 10 any Inlfl'''t owner unde, Ihl, Division ord"r ahl'lll I'Imounllo I"" Ihan Fillenn 0011"" ISt5 00) Pef month, vau lue 
hereby aulhorlz.d 10 withhold plym,nt (wlthoutlnl,r,.', unlllluch 11m •• , Ihe .mourl11hereol ,helttxceed S2~.OO, provlded,thllt ,nglldle,. of 'h,'otel, plIVmel1t ollila accumulal,d amount 'hili 
bt mid,," D.cember 01 IIch ve.r, 

2. Sentement' and plyment. Iha" b. mad, on Ihe ba,ls ollh. net proceeds received by you hom the sllie 01 9fts undr.r ., .. Isling Of fulUle 9fts flurr:h"SfJ Itpreemell" and ItnV .mendments, 
e~l,nllon. or "new"lltheraof, bl"d upon theYolume compulllUona mlldfl by Ihft gnpu,chuef .nd leeopl"d bv vou Inlhe nvftllllhn Sillies price I, eslablishp.d 01 regulllied by Ihe Fedf"el Ene'\JV 
Aepul81nry ~omml",!:)O Cll'tnv OUlfl, qo"",rnn'3fllnll\'lhorlly. ""hfllher 'ederal 1111" Of 10ell,lh .. mICfO'JI!Ii18d 10' '"" rUlflo'If' cl t:4lculfllllng nrtl prt'u:e'tr!s ,hell tl! ttlc I'rw!",nr:tlld. ronl"l:J~da!)III', 
prlel de'lrmln.d by IInll unaPPlllable olde( ollhe FedNal Energy Regulltory Commlttlon Of other governmonlflulho,llV 

'Ie :1, In the l'Ittnl 01 a dltpule or qu .. Uon II any limo concerning IhI4M1J\r. ~b1~~\~ffA;lland ,,"d/Ol gllS pIOdtlcOd Ih"'fllrl)m. yOH lulll ftulholhfld 10 wllhhold Ihl J'lfocflads 01 all o,n sold ~ 
wwllhOullnl.r.,I.unlil sucll (tISpul ... ft~f"';1 ('Ir'1"!I,flonnllill. h' cf,rrecled or rflmovld 10 your a.Utlllcllon, or unlllinclomnily '''II"III(IOIY 10 you hfts be.n turnlshflu anti In Iho ovenllllY Iclion til Sll(~1 
1,llIed In enycourlilleeling themleto Ihe tlnd ebove dOlc,lbed or Ihe GIS produced Ihereltom 10 which IInV ollhe uneJor"gnetJ i,,., ,JIll :'f. wollen n\lll.,;e 01 tile IIlIl1g 01 clu;h !oWl' ('I "el'"'' ,.,11I,1! t,. ' 
Immedlate'y lurnllhed you (01 Ihe op""lor III your egenl, bV the undaulgnod, Ilelln; Ihe COu,1 In which Ihe ume Is IiInd ftnd Ihe Ulle 01 such sull Of echon I " C b I 11&, &iI' COOl I 6cli01i " 
aOhllllelleGe:! a"eoll go 36 e I,,, 0 & Id "hid iiildl o. gus I educed IIlelal4 6111 Ii .. "loti, au GI6 i It ct I I 6 , I 1, . ..,..0 .6 uoll a lzed 10 deduct hOI i lire "110.831 01 "Ilal os .. e""led bl IOClI 

=,,10 .. "iDiI aUoli e)s 1 .. 1 paid IS, , eu I , dlland Ilg and .up 81a, I 'J au a Id Ie oil .... all a jill'" If""~, ) I II 1 ... , ~ 

4 You .,Gh.,eby relloved of riOV reaponllbllllV lor dolo' mining If end when enV 01 IhaInlo,esl., here and "bovft tilf'IIUllh s""" or should rovr.t110 or bo OWflCd bV olh'!, p"'fUet a5,., tl'IJull 01111, 
comrl.llon or dl.chl'V. of monty 01 olh., plY,"tnll from IIld Inleiul. or for InV olhfJf r ... on, Including I,,'mlnllliftn oleny 1II.IGnlnev or COllation olGhutl or gu'Udltnlhtp, Gnd Ih' .lon"1 
whOle Inl., .. IIII.IO alloclad herebv aV,e. 10 give wrillen nollcowhen .ny lueh monay or olho' pavmenll havel.l!1)n tOlnplaled 01 dltcha,oed or when Any othe' division, 01 '""ultllllllln Ihllllni 
forlh lboye Shill, 10' Iny feason.lncludlng dealh 01 e1118 lenanl. dltirlhutlon 10' ban,lIelary or lermlnallon of guardHul.5h.p, bncome ellectlve, and 10 lurnlsh epproprlate evldenCllCcordlnglV. Ind 
In Ihl tVlnt .ueh nollel 'hili nol bl recel'led by )'ou. 10 hold you he,ml, .. hom Iny Ind 1111011. cosl, upens. or damago Ihel RlftV rasult from Iny ov"peylng. 

5. The .Ignarl he1801 10".'0 givi you wrlllen flolle. of Iny trlmler 01lnl8resl, "ecomp.nled by Ih. orlglnril, II "holosl""e or crrlllled copy 01 Ihe f@cordfld ham lor In'''umen!. T,"nllll'fI 01 
In,,, •• llhIU ba mld •• llocllva on Ihlt U'II day 01 Iha calandlr month In which '11d nollel'. recllved by you or Iha uml OJ'OIAtg, Should luch nollce nol be received, you ahlU b. held hlfmll.,ln Illl 
IVlnl 0' plymenl mid. wlthoul ,eglld 10 .uch Irlnller, 

I. You era her,bv lulhorlted bV. It youropl'on. lowllhhold I~~ ~;.~.,.~!} ~e u~~e~~~~ I~f:~~e~s "!n~lhe\!1fh?g1ll,un?s~'~c1effi i~ ~~~he fI~l?mA~J~~ounl 01 IIIII •• esr.vled by Of' 
through Ih. S'III of Montlnll. or alega'.ubdlvl,lon Ihereof, Including loe.1 tlchool dlslrlcll, aglln"lho ,h,re' ollhe undelslgned In produellon 0' procaedlllh"reol, which luu ,h. II Include Ihe 
Monllnl N., Proceed. Tu. ,he ""oufcelndemnlty Tru,1 , .... , Ih' 011 and all Sav"lnceT u.thl Monllnl ConufvlUon Board t.II and Iny lu which mlv h"o.lI., b,enlcltctand le.,.d, bu'(J' 
on volume or '1llu. 0' production, 

7. Thl Olyillon Order ,h,n become Yliid and be binding on •• chand eyeryownlf of Inleresllboye nemed, as soon ltilliliJned by such owne,. fflga'dlelSor whethar ,n 01 Ihe above nlmed owner. 
hive .0 .Igned, 

The appended schedule is 
WITNESS TO SfGNA TURE: 

made a part hereof_ 
OWNER'S ~IGNATUnE ANrtDDRESS: 

NOTE: Spouses 01 all owners mu~( jolp,ln Ihis Mmenl. 

~A,k?~ 
G> y-<b 'b+ 

BY: 

TAX 

BY: 

TAX 

./ 
7 

*The term "title" in this parag'raph means the Lux Hinerill Trust title. 



APPENDED TO AND BY THIS REFERENCE MADE A PART OF THAT CERTAIN GAS 
DIVISION ORDER DIRECTED TO NORFOLK ENERGY INC., ITS SUCCESSORS AND 
ASSIGNS, ISSUED THE 23RD DAY OF AUGUST, 1991, AND EFFE~TIVE THE 
FIRST PRODUCTION DAY AND DATED FOR SIGNATURE THE >:2~ ~ DAY OF 
OCTOBER, 1991. 

If Norfolk Energy Inc., its successors and assigns, is a direct or 
indirect purchaser of any or all of the gas and other related 
hydrocarbons covered by this Order or has any legal or equitable 
economic interest in the purchaser thereof, the "price received" 
from such purchaser shall be deemed to be the prevailing wellhead 
market price for gas and other related hydrocarbons in the area of 
the well covered by this Gas Division Order . 

. '-:'<Hl 3iT~2 _ .... __ . 
"T: :, - ~C; - q3 

---56~·l·l- ; 



MLMOA·2 Oil and Gas Lease 
This agreement IS MADE AND ENTERED INTO THIS _____ DAY OF ________ , 19 ___ , BY AND BETWEEN 

OF __________________________ __ 

HEREIN REFERRED TO AS THE "LESSOR" (WHETHER ONE OR MORE) AND 

OF __________________________ ~--

HEREIN REFERRED TO AS THE "LESSEE" (WHETHER ONE OR MORE). 

The Lessor, for and in consideration 01 ._ Dollars, ($ ), the receipt of which is hereby 
acknowledged, and of the covenants and agreements herein set forth On the part of the Lessee to be paid, kept and performed, does grant, 
demise, lease and let e'xcluslvely unto the lessee, for the purpose and with the exclusive right of exploring by geophysic;\1 and other 
methods, drilling and operating for and producing therefrom oil and gas of whatever nature or kind, and with rights of way and easements 
for laying pipelines, power lines, building tanks, power stations, ponds, roadways, and structures thereon for producing, saving, treallng 
and caring for such products produced on the leased premises and any and all other rights and privileges necessary or InCident thereto, 

all that certain tract or tracts of land, together with any reversionary rights therein, situated In the County of ________________ _ 

State of ________________ , described as follows; 

For the purpose of determining the amount of any money payment under this lease this land shall be considered to contain 

____________ acres. 

1. TERM. Subject to the other provisions of this lease, this lease shall remain in force for a term of years from 
this date (herein called "primary term") and as long thereafter as oil or gas Is produced from said land or as long thereafter as lessee is 
engaged In actual drilling or reworking operations on said land as hereinafter provided. 

2. ROYALTY. The lessee shall pay to the lessor, as royalty, free of cost, the following: (a) On Oil, ._. ___ 01 that 
produced and saved from said lands, the same to be delivered at the wells or to the credit of the lessor into the pipelines to which the 
wells may be connected. Lessee may from time to lime purchase any royalty 011 in its possession, paying the market price for oil 01 like 
grade and gravity prevailing In the same field or area on the day such oil is run Into the pipelines or into storage tanks. (b) On gas of 

whatsoever nature or kind produced and sold from said land or used for the manufacture of gasoline or any other products ___________ . 
of the proceeds from the sale of such gas at the mouth of the well. Lessee agrees that all royalties accruing to lessor under this lease 
shall be without deduction for cost of producing, gathering, storing, separating, treating, dehydrating, compressing, processing, transporting 
and otherwise making the oil, gas and other products hereunder ready for sale or use. 

3. SHUT IN GAS WELL. If a well capable of producing gas Is shut In such well shall not be considered to be producing gas In paying 
quanllties. Nonetheless lessee shall be entitled to extend this lease beyond the primary term by paying or tendering to lessor on or before 
the anniversary date of this lease following the expiration of the primary term, and annually thereafter while such well is shut·in, for a period 

of years after the expiration of the primary term, an amount equal to _ dollars per acre held under 
this lease by such shut·ln well. Such payments shall under no circumstances be construed as continuing the lease beyond the above stated 
time period. Payments may be tendered to lessor or to lessor's credit by check or draft mailed or delivered to the depository bank deSignated 
herein. "Shutting·ln" of a well shall occur on the date on which production casing In such well Is perl orated and a gas 1I0w test discloses 
that the well Is capabte of production In paying quantities. Until such caSing shall have been run and the gas 1I0'w tested, no well shall be 
considered "shut·ln." 

4. LESSOR'S GAS USE. Lessor shall have gas free of charge from any gas well on the leased premises for use in lessor's buildings, 
structures, and Improvements now existing or hereafter constructed for domestic and farming and ranching purposes provided that for each 

gas well lessor shall be limited to mcf of gas per (time period). Lessor shall make his own connections 
to the well and the use of the gas shall be at lessor's sale rlskand expense. Lessor shall have the same rights as above provided to free 
gas from wells located on lands with which the leased lands are pooled or unitized. 

5. RENTAL. If no well be commenced on said land on or before one year from the date hereol, this loase shall terminate as to bolh 

parties, unless the lessee, on or before that date, shall payor tender to the lessor or to Ihe lessor's crHditln the_. 

_________ Bank at , or Its successors, which shall continue as the depository of any and all 
sums payable under this lease regardless of changes In the ownership of said land or of the oil and gas or the rentals to accrue hereunder, 

the sum of Dollars" which will operate as rental and cover the privilege of deferring the commence· 
ment of a well for one year from said date. In like manner and upon like payments or tenders, the commencement of a well may further be 
deferr~d for like periods successively. All payments or tenders may be made by check or draft of lessee or any assignee thereof, mailed or 
delivered on or before the rental date, either directly to lessor or assigns or 10 said depository bank. 

6. SEGREGATtON CLAUSE. Production from any well drilled hereunder, payments for any shut In gas well, or lessee's drilling or 
reworking operations shall not serve to extend the primary term of this lease nor to relieve the lessee from rental payments except as to 
such lands as are contained within the spacing unit within which the well Is located. This clause shall also apply to pooled and unitized 
lands with production thereon extending the primary term of this lease only for such pooled or unitized lands. 

7. DRY HOLE. If, prior to discovery of 011 or gas on said lands, and during the primary term hereof, lessee drills a dry hole or holes 
thereon and the drilling of another well Is not commenced before the next anniversary of this agreement, this lease shall terminate as to 
both parties, unless the lessee, on or before said date shall resume payment or tender of rentals in the same amount and same manner 
as hereinabove provided. Upon such resumption of the payment or tender of rentals, paragraph five (5) governing the payment of rentals and 
the effect thereof shall continue In force as though there had been no Interuption in the rental payment. 

8. CESSATION OF PRODUCTION. If after the discovery of oil or gas Ihe production thereol should cease from any calise this lease 
shall terminate unless the les.see commences additional drilling or reworking operations within 60 days thereafter, or, if it be within the 
primary term, unless the lessee resumes the paymenl or tender of rental on or before the next rental paying date after the cessation 01 
production. In the event of such drilling or reworking operations, or If the lessee is drilling or reworking any well or wells althe end of the 
primary term of this lease, this lease shall remain In force during the diligent prosecution of such operations and, if production results 
therefrom, then as long Ihereafter as production continues. 

9. LESSER INTEREST. If the lessor owns less Interest In the above described lands than the entire and undivided fee simple estate 
therein, then the royalties and rental herein provided shall be paid to the lessor only In the proportion which his interest bears to the whole 
and undivided fee. However, such rentals and royalties shall be increased at the next rental paying date after lessee has been notilied 01 
I ..... ,:-",-·~ !1l"'nllitdlinn pf ;utrliHnnal iolN,...,1 hy rp.VfH~lon nr nlh~rwl~r 



10. NOTICE TO LESSOR AND OCCUPANT. Lessee agrees to notify lessor, and the person in possession of the surface 01 said land If 
other than the lessor, In writing at least twenty days but not more than ninety days before a well Is commenced 01 lessee's intent to 
commence a well, the date operations are proposed to begin and the location of the well. AftN completion of the well, if reQuesled by 
lessor, lessee shall provide lessor with copies of all logs, reports and other geological Information flied with the Montana Board of Oil 
and Gas Conservation at the time such Inlormatlon Is so flied, Lessee further agrees to notify les"or In writing within 30 days after plugging 
and abandoning any well, giving the well name, location and date of plugging. 

1 t. LESSEE'S ·GAS USE. Lessee shall have the right to use, free 01 cost, gas, oil and alt water produced on the lall~s lor his 
operations thereon in connection with the production of 011, gas, or either 01 them, lrom said lands. 

12. PIPELINES. Lessee shall bury all pipelines at least six leet below the surlace. 
13. WELL LOCATION. No well shall be drilled nearer than 600 leet to any house, barn "other building or structure now on or 

hereafter constructed on said premises, without lessor's prior written consent. 
14. DAMAGES. The lessee shall pay for all damages caused by his exploration or produ .tion operations on said lands including 

trail damages. Within six months after completion of a well or plugging and abandoning a well, Idssee shall remove all material from any 
pits which are not necessary for operation of the well and shall fill anY such pits. Within said six P ontl1 period lessee shall also reclaim the 
drltllng site as completely as reasonably practical commensurate with producing the well II tt,,~ well Is a producing well. Within one 
year after termination of this agreement lessee shall restore any previously unrestored lands 10 the;r original condition, as near as reasonably 
practical. 

15, REMOVAL OF PROPERTY. The lessee shall have the right to remove all machinery, fixtures, buildings and other structures placed 
on the lands, Including the right to draw and remove casing, within six months of the expiration of this lease or the early termination thereol, 
and all of the same not so removed shall become the property of the lessor at the expiration of such six months period. 

16. SATLWATER DISPOSAL WELLS. This lease shall not Include the right to drill wells for or use existing wells for salt watllr disposal. 
17. ASSIGNMENT AND CHANGE OF OWNERSHIP. If the estate of either party hereto ts assigned, and the privilege of aSSigning in 

whole or In part Is hereby expressly allowed, the covenants hereof shall extend to and be binding upon the heirs, devisees, estate repre, 
sentatlves, successors and assigns of the parties. No change In ownership of the land or assignment of rentals or royalties by lessor shall 
be binding on the lessee until the lessee has been furnished with an executed or certified copy of the transfer or assignment. In the event 
of the assignment of this lease In whole or In part by lessee or lessee's successors or assigns, such assignment shall not be binding on 
lessor until lessor Is notified In writing of such assignments and of the name and address of the assignee. 

18. RELEASE. Lessee may at any time release this lease as to part or all of the lands described herein by delivering or by placing 
a release of record In the proper county. In the event of a partial release, the annual delay rental above mentioned shall be reduced 
proportionately. Within 60 days after the expiration of this lease or any portion thereof for any reason, lessee shall place a release of record 
In the proper county or counties and shall mall or tender a copy of such release to lessor. 

19, EXCUSE OF PERFORMANCE, All express or Implied covenants of this lease shall be subject to all Federal and State Laws, 
Executive Orders, Rules or Regulations, and this lease shall not be terminated, In whole or part, nor Lessee held liable In damages, for 
failure to comply therewith, If compliance fs prevented by or II such failure Is the result of any such Law, Order, Rules or Regulation. 

20. WARRANTY. Lessor makes no warranty, express or Implied, as to tessor's titte to the above described land except thai lessor 
agrees to defend whatever title lessor has and agrees that the lessee, at Its option, may pay and discharge In whole or In part any taxes, 
mortgage, or other liens, existing, levied, or assessed on or against said land, and In the event It exercises such option it shall be subrogated 
to the rights of any holder· or holders thereof and may reimburse Itself by applying to the discharge of any such mortgage, tax or other lien, 
any royalty or rentals accruing hereunder, Lessor further agrees that any Interest or title to said land acquired by lessor after the date 
hereof shall be subject to this lease to the same extent as If said Interest or title had been held by Lessor at the date hereof. In such event 
the amount of rental payable hersunder shall be approximately adjusted at the next ensuing rental date after lessee has been lurnished 
evidence of such after acquired title, 

21. PARTIES BOUND. This lease shall be binding upon all who execute It, whelher they are named In the granting clause and 
whether all parties named In the granting clause execute this lease. All provisions of this lease shall Inure to the benelit 01 and be binding 
upon the heirs, executors, administrators, successors and assigns of lessor and lessee. Lessor hereby waives and' releases all rights of dower 
and homestead In said lands Insofar as the rights granted under this lease might be affected thereby. 

22, CAPTIONS AND TITLES. The captions, titles and paragraph headings throughOut this lease are for convenience and reference 
and shall not be held to explain, modify, amplify, or aid In the Interpretation, construction or meaning of the provisions of this lease, nor 
to define, limit or describe the scope or Intent of a particular paragraph. 

IN WITNESS WHEREOF the undersigned have executed this Instrument on the date first above written .. 

STATEOF __________________________ ___ 

} ss. County of ____________________ _ 

On this day of ______ • 19 ____ , bel ore, me, the undersigned, a Notary Public for the State 

of personally appeared ________________________ . ____ _ 

known to me to be 
the person(s) whose names are subscribed to the foregOing Instrument and acknowledged to me that he (she) (they) executed the same. 

IN WITNESS WHEREOF, I have hereunto set my hand and IIfflxed my Notarial Seal the day and year first above written. 

(NOTARIAL SEAL) 
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Mont.ana·88b OIL AND G.\H I~EASE 

ACRLEMENT. Made and entered Into thl. dllY of • I" 

by and between 

.. Part)' 01 the ilrat IJart, h .. !t'lnflltrr r.alled It'" "'0' Iwhtll, .. r un~ or morf') and 

I'tHly of th~ seconci IMrt. IU'lot'inuftC'r called le.aeo:-

WITNESSETH, That the .ald lellSor. for and in coulder.tion of .. ,.... .'" . DOLLARS 
ca.h in hand paid. receipt of which I, hereby acknowledged and of Ihl" c.O'!.'enanta hnd ft~rt'I"Hlelih ht"r .. JI\ufter ront,tint"d un llit" IHlrl lit 1t"lIso:-e to 
be paid. kept and pt"rlormed. haa granted. demlao:-d, leoaed. and let d'nl bl' Ihf'se preaenla dot"s KnH1I, dt"mi!u·, lens.· <lnd 1,'1 unlo th .. ",lIld les.",e. h'!lo 
,uc.ceasou and ... 18n. for the aole and only purpoae of aurveylnl by I~eolo"pcal. KeophYsicbl and all other hlethmh, tniniliK nod oprllttin", lor oil and 
laa, and layinl" pipe lines. r.nd buUdinB tank •• power .t.tlona and alludur' 'j thereon to produce, IIlIve lind Itlkf' care of s.dd products, all that cer· 

taln tract uf land, t~Jgether "lith any rever.lonary rl.,;:ht. therein. SItURtC" in the County of 

Stllte of . deacrlbed a. follow., la-wit: 

·fl<Hj!,:m3 
·'··'CE :o~\S ;cq?i 

SI?) '~i\ 

" ........... and contlllnhll;: dCrt·:>, murC" Of les~. 

It is ligret-d that thl. lease aha II remain In force for a term 01 ten years from date. and as long thrreafter iU oil or lCtl1. or rither of them. Is 
produced from said land by the Iuaef'. Its .ucce .. ou lind auiw:n.: 

In con.lderatloR of the premlsea the said le .. ee covenant. and aBrees: 
Flut. The lu.ee shaU deliver to the credit 01 luaor a. royalty, free of cOlol In the pipot' line to whlrh 1t·,,)~C mn)' ,onll ... , I it" wells. the e'lurol 

one'f'lghth part of all 011 produced and aaved from the leaud premises. or, at If'uee'. option, may louy ur ~rll such one· toll illh rOYdlly and PIIY 
le .. or the market price for all of like Irade and gravity prevalllni In the held on the day such oil Is run IOta pipe hne" or Int.) atmll.:e tdllks. 

Serond. The lessee !\haU pay lessor, as royalty, one·ellhUl of the proceeds from the sale or tht las, as sllch, for .as from wells ",hue .as oilly 
Is found and where not lold shan pay a sum equ~ to the annutJ. delay rental herein as royalty, and whll" such royalt.y Is so paid ~uch well shllll be held 
to be a productng well. The lessor to have .. as free of charn from any us well on the leased premIses for stoves and Inside lIghts In the principal 
dwelllni houle on .ald l .. nd by maklnc his own connections .,'Ith the well, the use of. sa.ld lal to be at the lessor's 50le risk and expense. 

Third. To pay lenor one-eighth (V.) of the market value at the well for saa produced from tiny oil well and Ubed ull the premifof'a, or for thf" 
manufacture of ca.lns·head lI.aoUne or dry commercial Baa. 

If no well be commenced on .ald hlOd on or before the ............ . . ....... day of .... Iq . .. this lelue ahall terminate 

na to both parties, unless the le .. ee on or before that dat.e .h.1I pny or tender to the leuor or to lhe leuor'lI cJedlt in Ihe 

........ .... . . ........................................................... ,......... ........ . .... Bank al .. .... ........ .. ... ' ." .......... .. 
or its lucc .. or or 'UCCeuors, or any bank with which It Plfty be nlt""r",ed, or cOIllIulidlltt'"d. or whic.:h .ucce~ds to it!. Lu~ir,e)) or ."Mlrth 01 any (Hul 
thereof, by purcha.e or otherwla., which .h.n continue •• the deposhory reK"rdh.· .. of changn in the ownenhlp of lhe ~ai" 1,lIId, the' aum 01 

...... ..... DOLLAH5. 
which ahllll operate a. a renl .. 1 and cover the privilege of deferring the COIIHllenl'emellt of H well for twelve monll",. In>Ul ~dld (1.lte In like ", .. lIn .. r 
and upon Ilke Pllyments or tenders the commencement of • well may be fuuhl:f deterred jor like periods of th., sa'IU' nUlIlher 01 IIH.nlh) succ,.,uivf'ly. 
And It is under.tood and a",reed that the con.lderatlon flut reetted herein. the duwn ptlYI1It:·nl. covers not onl,.. tilt' flO'!. ilt I:"b I-:rlllll,·11 to Ihr. dKlf' 
when .ald first rental Is payablf' .a .fore.ald. but al.o the le.see·. ol'llon of eXl"'ndhll-: lhut p"rind aa liJoretolllf:J, unci rJIIY ltilV IIIHI .. II oth",r riKhu 
coni erred. Rentals may be paid by checit or draft and mil) be rf'lIlltted by mllil. M .. iHIli: 01 renh..! on or bdore til.., rt'"nt"I·lloIyin.: ddlt" .. h.11I l,.. 
deemed a timely lender thereof "nd shall preclude termination of this leasf'. Notwithstanclili~ the d'l!tllh of \h(~ IC"!I~<)r. or hi" :lU1..t:e~8or in intelt-'~', I"f' 
payment or tender of rentals in the manner provided abOve shall be bindiliK on the hdu, devisec~, rXI'cutorb lind lldllllllbll .• tOl1o of lauch pcrbOn. 

Should any wf'1I drilled on the land above described be a dry hole or t:culle to pruduce and Ihere ,Ht! 110 ottwr tlrodul.lII,,: Wl':1t or w .. lh nil th'" 
land or drilling opera Ilona l\rc not being conducted thf'reon. then and in lhllt ..-vent iI a w(·ll is not COllllllt·ll1..,·d l,..lurc tI, ... lIt'"xt rrnlal tJ .. yin~ dilt .. 
thl. lea.e .hall terminate as to both parlles. un Ie .. the le"see 011 or belor .. the nexl rt'"lItal p.lyillK dale sh,,11 h'bun.,. the PdVTllClIt of foelltnlA In Ill'" 
aame amount and In the .ame mttnner aa hereinbefore provided. and It hi IIluet'd upon the relUl1lption of ,lie pol)lncnl 01 1t'lIt.,b, I',. above provid",,1. 
the laat preceding parasraph ,hereof. governinl t.he paytnent of rentala lind the effect thereof. shall coni h'ut" ill lore .. U~ Ihou.:" Ihue had bC'"cn no 
intf'rruption in the rental payment. 

If .aid lea.or own a a Ie .. interest In the .bove deltcrlbed land than the entire Hnd undivided fee simpl .. t:toti.tt· th ... t·lIl. th .... n thr ruyulli.·, and 
rental. herein prOVided ahall be paid the lenor only In the proportion whlc.h his Inter~s' b~"ra to th ... whot ... lnd undh ided fce. Ilowever. sutch 
rental •• han be increaaed .t the next succeedlne rental anniversary aftt'r any revf'rsion havilli( occurred to cover the III t t'"rt' !'It .0 Itcfluircd with or 
without noUce of .ald reveulon to le .. ee. 

Leuee .hall have the Tight to UI!IC". free of COfot, sas. 011 and water producf'rl on Kuld Ihnd for it. oIH'riltiun~ titer"oll. nt.:l·pt w'-tN frum w~lIs 
and re.ervolu of le .. or. Le .. ee ahaH have the ... Ight at any tlmf' to remove all machinery lind Itxtures plltced on said JJrrnd .. r!'l. inciudinK the rl"ht to 
draw and remove c •• tnl. 

l.euee shall pay for all damaBes cauaed by III opt"ratlon~ on s"id laUth. Wht·n fr!flU .. ~tr.rl by 'hI' I.·u"" klo,>"ot' .)h,lIt I,urv hi" pip .. lin"'s be 
low plow depth. No well .h,,11 be drilled nearer than 200 feel to the Ilous,. or bilt" now on ./lid l'n·III.H.· •. "'ilhQut tlu' wrttlt'n con!lll:'nt uf thr 
lu.or. 

Le .. ee .han have the rilht tu drill to completion with rll:'lIl!oonahle diltKt"nc .. nn..! disJhlll.h «I, "hl" wl"ll tlHW.' .. , ... ·rr! wilhilt tl,t" tt"rln 01 this 
leaae. and (l) any well commenced before the completion of a well which has been cUlnm"n"e(1 within !luch lellll. II 011 lind «"II ur dlh .. , 01 ,lH·m 
be found In paying quantities in any auch well thla lease .hall continue lind be in forcf' with like I""(f,~ct It!. if lIudl well hud beclI cornplded within 
the term of yeau herein flrat mentioned. 

Le.a_ la hereby aranted the rlsht and power to pool or combine the o ... rell~e covered by lhi) le,lSe. ar IIny 1'1>1linn II.Lleu'. wltll olber 1'llId, lea" .. 
or leaaea In the viCinity thereof at any time and from time to time, wheth .. r bdore Qr after producllon. wh..,n in le,obec'lI jurl~'"t"nt II 11\ nl-cess'uy or 
advl.able to do '0 for the prevenUon of wa.te and the cona~rvution und j.!reutrst ultitllHte reC.OVery of hi! (~I K.lb. SOld, JJ"ulin..: "h,,11 be into a unll 
or unll. not exceedlnl In area the acrt:age ple.crlbcd or requln·r.J in lillY I eder .. 1 (Ir Stllte III"'·, orti('r, rul" fJJ I.·.:ulalinl, fur Ih ... .1lillilli' IJl Opellolion u, 
one well, or lor obtaininl the maximum allowable production from Onf" w,.lI, or 40 IIt·rrs e .. eh fur dot- pfndu. ""11 "I 011. or b41J .II;":'!I .. ill.h 101 th,. prr.· 
duetlon of .a., whlchever I. the larler. Such pooling aha II be ellected oy Io.:!>M·"·S I':llt,.:uljn,; :.nd lillll~~ ill th .... tlk.· wb",l' II.b IraM' II> r.·tnrd.~d "n 
Inatrument Identifying and de-serlblng the pooled acreaJ,:e. The productlOlI III pool .. d lIub ... tUIII..l'b nutl 11t-",.·I"1Hu""1 ,I lid "lit I ,111"11 011 t"I~' IJurllon 01 ., 
unit so pooled. including the commencement. drilling. cOlnpleUon lind l'J.ler<ltion of /I wI·II th"lrnll, .. hull 10 .. co,~: .. dt·,ot'd IIlId 1..·Uh!'llrtlc{l. "'111 ."holl h.,v.­
the .ame effect, excr.pt for the payment of royalty, a. production, devc!"PlIll'nl tIInri upernUon IHI thf! 1,,"s.·J pH lI\i"t·~ .. "tI,·r tl .. · trflUb 01 thi", h'lur 'IIJI" 
royaltle. herein provided .hall accrue and be paid to lessor on pooled substltnct'"t; prudu .... ed IltllU .III}' unit ill tlot· I'.opurtiIOl" tlul only In tht'" ""OpOI 

tlon. that leaaor'. acreale Intereat In the land covered Ilereby dnd placrd ill ltlt" unil b'~"H. to t'l" lot81 .. ere •• .,;.' iu thO' 1,11111 (.1111"",1 III t>udl unit. 
If the eetate of either party hereto i:t ... I"ned, and the privilel{e ut Itulgninu in whule or in p,lrt il!o ~xph'~~ly dlluwl:rL the Ctlvt·JUlnh herC:(lf IIh.,1I 

extend to their heirs_ executors, admlnistratora, succes.or. or 8I1slgnl'l. but no cllltnlo:t" in the oWnt'"rbhip of tlo .. lilOti or iIIUI~lIl11el1t OIl rfOntul. or rn.,'adllr!' 
ahan be blndlnlC on the le .. ee until aflC'r the leuee haa been furnished with a wdllfOtl truubft'r or iI~~It.:nmt'nt 01 U <.:,",0111 ... 1 copy then-oj; .. nd It IS 

h~reby agreed in the event this leaae shal! be a.slgllt!d a. to a part or parts of Ihl' lIuuve delloc:rlbl!,1 IlInds lind tl,,,, ,It>si.,ne,. 01 US\,<t":IIt"f'1I of Illch rHHt tH 

part. .hall fail or make default In the pnynlent of the Ploportionate pltrt of lh~ r"l1t11 du~ from him 0' them. such ,I,lnult .. 1.,111 nut oper.,lf' In .,,,,It .. t 
or affect thl. leaae In ao f.r a. It coven a part or part. of said land. which th", said leMU'1: or ",.)' a!l~II!n,e thr,<:ul ,,10.111 Illlll..· .Jue p")'lJI",nl 01 IUII,I 
rent. la, An a.silnment 01 thl. lea.e. in whole or In part, .hall aa to the extent of sud. IIlIel"nr'lenl rl'"ileV,. "lid dh.::haq;e I",· Ir.s"f'e of hit .)hli..-II' 
tlon. hereund~r. 

Compliance with any now or hereafter e:dltlna act. bUI or .talute purporting to lit" rnaded hy ,,"y r,.d'·lal or St.\tr 1t',\I!lI •• lIve nulhority. fir with 
order •• judlment., decreeli, rulet:, regulation. made or promulRated by State or Fed~r,tI cuurts, Stille or r.-drr,,1 uliiu's. LOitulb, cOllllui!tl!linns or '0"'· 
mitlf'es purportln8 to be madr under Authority of any .uch act. bill or stalute. ,hall not (:Onstltute tl vloilition or any of Ule term I of this 11"<1111" lIr 
be con.ldered a breach of any c.lause, obH"atlon. covenant, undertaking. condltloll or stilJulation tonluinc.l hrn:m. nor shall if ht'" or tllll'ltitut(' .1 

cauae for the termination. forfeiture, reversion or reve.Unll 01 any eatate or interest herell, Rnd ht"ft'"by ctelllt·d IInrl s('t out. nor shall an)' such complI. 
ance confer any riKht of entry ur become the basi. of any action for dama"es or suit 'or the forfrilure or caoc::ellalion hereuf. and whil(' any IIU( It 
purport to be In force and eflf'Ct they .hall, when complied with by le .. ee or ... I8'n •• to the extent of such (·olllp.liancf' operate lUi modlficl'llione of tiH' 
terma Dnd condition. of thl. lea.e where Inconal.tent therf'with. 

Lenee may at any time reledse thh lease a. to part or all of Ihe landa above rlt"f'crlbrrl aftC'r whi<.h nil pRyments "nci lilihiliUes thll'trultf'r to I'Icour . 
• a to the land. relf'aaed •• hall cetllae lind determine, In the f','ent 01 a partial rf'lease, the annual delay r"ntltl above mentioned Ihall bf' reduced 
proportionately. 

L.essor hereby wr.rranll and aKrees to defend the Htle to the land, herein described, Bnd aRret's that the lC'ssc'r ~hllll hllve Ihf' ri~ht at any timf" 
to rf'drf'nt lor lea.or. by payment, any mortga",e, te:a:es or other liens on the abnve df'acrlbf'd lands in the eVf'nt of default of pR)'mf'nt by leu or. and 
be aubro"att-d to the rl",hta of the holder thereof. 

Thl. leuae IIInd all ita terms, conditlona and stlpulationl hlmls t:ach executlnn lusor und ~hall extend to and he hlnrlhlK on his "Slt"nl, hrlu and 
df'v!se,." IIn.J !Hlrrf'asOfl. and thOlf' of the leuee, thuuKh un"Hnerl by other leSion named herein. 

IN ''''; 11."f ... :) \VHE-REOr. Wf' .Iwn the dHY .nd year firat .. bove written. 

.. (SEAL' (SEAL) 

(SEAL) 

t"llAl, 

(SEAl I 1"1"\1, 



MONTANA ACKNOWLEDGMENTS 

STATE OF _______________________________________________________________________ -} 

55. 
COUNTY OF ___________________________________________________________ _ 

(Individual Fonn) 

On this _________ ._. _______________ . ___ day of.. _____________________ . _____________ _ .... _ .... , in the y~ar 19 ... __ ........ , before me, 

_ ____ , a Notary Public, 

personally appeared ______________________________________________________________________________________ . ________ . _______________ . _________________________ _ 

known to me to be the person ____ whose name ______________ . _______ subscribed to the within instrwnenl, and acknowledged 10 me 1l1at 

.. ______ ._. _____ . _______ executed the same. 

My commission expires_. _____ .. _______________ . ____ _ NoLary Public for the staLe ot 

Residing at ________________________________ _ 

MONTANA ACKNOWLEDGMENTS 

STATE OF ---.-.---------------------.---------} 58. 

COUNTY OF_________ _ __ (Individual Fan .. ) 

On this _________________ day 01. __________________________ . _______________________ . ________ • in Il.e year 19 ____________ , before me, 

. __________________________________________________________________________________________________________________________________ , a Notary Public, 

personally appeared .. ___ . __ .. _____ . ______ . ________ . __ .. ____ .... _. __ . ____ .. __ .. _ .. __ .. __ ... ___ ..... ________ .. ____ ... ____________ . ____ .. __ .. _ .... __ ... ___ ._ .. ____ .. _. ___ ....... _ ... _ ....... __ ._ .........• 

known to me to be the person ___ whose name ________________________ subscribed to the within instrument, and acknowledged to me 1l1at 

________ . ____________ executed the same. 

My commission expires __ . __ . _____________ . _____________ _ 
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Notary Public tor the staLe of 

Residing aL ______________________________ _ 
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On this ___________ . __________ day of. __________ .. ____ .. _________________________________ .... ________________________ , in the year 19 __ .. _________ , before me. 

_________ .. ________ .. _________________________________________ .. _________________ ...... _________________ .. __________ .. _______________________ .. _________________________ , a Notary Public, 

personally appeared _____________________ .. __ .. ____________________________ : _________________________ _ 

known to me to be Lhe ______ .. ______________________________________________________________ . ,, ________________ of Ille corporation that executed the 

within instrument and acknowledged to me that such corporation executed the Same. 

My commission expires ______ . ___ ._ .. ___________ ._ .. __________________ _ 

Notary Public tor the StaLe 01 

Residing at 



· ~-A. ad MONTANA PETROLEUM ASSOCIATION 
,~ A Division of the 

Rocky Mountain Oil and Gas Association 

Janelle K. Fallan 
Executive Director 

f' 

Helena Office 
2030 11th Avenue, Suite 23 

OUR NEW ADDRESS 
33 So. Last Chance Gulch, #2B 

P.O. Box 1186, Helena, MT 59624 
Telephone: 406/442-7582 

Fax: 406/443-7291 

--'- "--Billjngs~Montana 59103- -- .. -
Comments and Amendments on S8 311 Phone (406) 252-3871 

House Natural Resources Committee Fa~ (j06) 252-3271. 

I March 15, 1993 EXHIBlT_-41.,...-_,...._ 
DAT~-' 3 - j ~~1;= 

We offer the following comments and suggested changes to S8 311 :J::HS:~ 3> If= 
P. 1, beginning with line 12: 

(1) As used in this section, the term "division order' is limited to means an 
instrument executed by the lessor of an oil and gas lease to authorize the sale of and 
used for directing direct the distribution of proceeds from the sale of oil, gas, casinghead 
gas, or other related hydro-carbons. The holder of the division order may be the first 
purchaser of the production or any other holder of proceeds from the sale of such 
production. 

P. 1, beginning with line 16: 
(2) A division order is e*ecuted to enable the first purchaser of the oil or gas 

production or the holder of proceeds of the production to make remittanse of proseeds 
direstJy to the owners legally entitled to the proceeds. 

We have limited the definition of a division order for the purposes of the legislation to 
those division orders executed by the lessors. We assume that is the class of citizens 
which the bill attempts to protect, although it is unclear why such protection is perceived 
as needed. The current version of the bill is confusing as it fails to take into consideration 
that various other owners who have no royalty rights. under the lease also execute 
division orders (e.g. owners of working interests, production payments, overriding 
royalties). Whether or not the terms of the division order conflict with the terms of the 
royalty provisions of the underlying lease is of no consequence to them. 

The bill describes the purpose of the division order as a direction to distribute proceeds 
from the sale of production. A division order also authorizes the holder to purchase or 
sell the production and we have added such langu~ge to subsection (1) of S8 311 . 

The first sentence of subsection (2) has been deleted as it seemed redundant in sOrT)e 
respects and too expansive in others. Again, the bill should be limited to division orders 
executed by lessors. 

Subsection (3) is unacceptable as drafted as it could be interpreted to bar the holder of 
the division order from including other necessary provisions in the document. The 
drafters of the bill must recognize that oil and gas leases generally do not include all the 
provisions necessary for disbursing proceeds from production -- e.g., time and method 



of settlement, responsibility for payment of taxes, point of passage of title, measurement 
of production. The division order must also include the effective date of the order, the 
duration of the order, and a description of the premises or products covered by the 
order. The bill fails to include these necessary provisions. Thus, we suggest the 
following changes: 

P. 1, beginning with line 23: 

(3) A division order must be in writing and fllI:ISt: 
(a) must warrant the division of interest; 
(b) must contain the name, address, and tax indemnification number of the 

lessor ~)3Gh interest ewner; and 
(c) must contain a provision requiring notice of change of ownership; and 
iQl may contain any other terms which are necessary to facilitate the 

transaction. 

Finally, it is our opinion that the last subsection should be deleted. If it is not deleted then 
it must be changed as follows: 

.. 
P. 2, beginning with line 4: 

(4) Terms of a division order that conflict with terms of any underlying the 
lessor's oil or gas lease are invalid as between the lessor and the lessee. 

This subsection as drafted could be interpreted to allow one lessor to claim rights under 
another lease C'the terms of any underlying oil and gas lease"). Thus, its application must 
be limited to the lease of the particular lessor wOo executed the division order. In 
addition, the purchaser of the production cannot be bound by the terms of the lease. If 
the purchaser offers to buy the production upon certain terms and those terms confljct 
with terms of the lease, the conflict is between the lessor and its lessee, not between the 
lessor and the purchaser. 

The best course is to delete the provision in its entirety and thus avoid its inherent 
ambiguities. The provision is redundant as its purpose is fully addressed in subsection 
(2) of the bill which provides that the division order does not relieve the lessee of its 
liabilities and obligations under the lease. 

(Comments and amendments prepared with assistance of Corinne Courtney, Regulatory 
Compliance Attorney, CENEX) 



Proposed amendments to 58 311: 

1. P. 1, beginning with line 12: 
(1) As used in this section, the term "division order" is limited to means an 

instrument executed by the lessor of an oil and gas lease to authorize the sale of and 
used for directing direct the distribution of proceeds from the sale of oil, gas, casinghead 
gas, or other related hydro-carbons. The holder of the division order may be the first 
purchaser of the production or any other holder of proceeds from the sale of such 
production. 

2. P. 1, beginning with line 16: 
(2) A d~ision order is e*ecuted to enable the first purchaser of the oil or gas 

production or the holder of proGoeds of the production to make remittance of proceeds 
directly to the owners legally entitled to the proceeds. 

3. P. 1, beginning with line 23: 
(3) A division order must be in writing and ffiHSt: 
(a) must warrant the division of interest; 
(b) must contain the name, address, and tax indemnification number of the 

lessor each interest O'llAer; and 
(c) must contain a provision requiring notice of change of ownership; and 
1Ql may contain any other terms which are necessary to facilitate the 

transaction. 

4. P. 2, beginning with line 4: 
Either delete the subsection or amend as follows: 
(4) Terms of a division order that conflict with terms of any underlying the 

lessor's oil or gas lease are invalid as between the lessor and the lessee. 

Montana Petroleum Association 
March 15, 1993 
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FLORENTINE EXPLORATION & PRODUCTION, INC. 

April 10, 1993 

House Natural Resources Committee 
1625 11th Ave. 
Capitol Station 
Helena, MT 59620 

P.O. Box 23203 
Billings, MT 59104 

406/656-2727 

Re: SB 294 - DEFINITION OF THE TERMS: COAL, GAS & OIL 

Ladies and Gentlemen: 

I would like to purchase copies of the House Natural Resources Committee's minutes and 
testimony from your hearing of SB 294, referenced above. If you require a check prior to 
sending the requested information, please call me collect with the amount required and I will 
promptly forward a check. 

Thank you for your immediate attention to this matter. 

Yours very truly, 

FLORENTINE EXPLORATION & PRODUCfION, INC. 

ack Padon, Jr. 
President 

JPJr/nv 



TESTIMONY, JIM MOCKLER, SB 294, March 15, 1993 

Jim Mockler, Director, Montana Coal Council, testified in support 
of SB 294. Mr. Mockler said he would be concerned should the 
bill apply to surface coal m1n1ng. Mr. Mockler also said he 
would not want the Montana Coal Council to be charged with the 
loss of any royalties. 

(Permission to release this testimony, given this day, April 20, 
1993 by House Chief Clerk, Marilyn Miller and" House Natural 
Resources Chairman, Dick Knox.) 

Roberta G. op:V I -.l a .r~L 0 . 
House Natural~~~sec~~ 
444-4897 



HOUSE OF REPRESENTATIVES 
~ I VISITOR REGISTER 

IV ~ ~e./ COMMITTEE BILL NO. 

lATE 11 ~ SPONSOR(S' _________________ _ 

PLEASR P~ PLEASE PRINT PLEASE PRINT 

NAME AND ADDRESS REPRESENTING SUPPORT OPPOSE 

PLEASE LEAVE PREPARED TESTIMONY WITH SECRETARY. WITNESS STATEMENT FORMS 
ARE AVAILABLE IF YOU CARE TO SUBMIT WRITTEN TESTIMONY. 



HOUSE OF REPRESENTATIVES 
VISITOR REGISTER 

COMMITTEE 

SPONSOR (S) __ ----:CX:rJ:;.;::.:....~.___l,;;;;fE::...!-Pi\~(.:...;.~;;;.L:> ________ _ 

PLEASE PRINT PLEASE PRINT PLEASE PRINT 

NAME AND ADDRESS REPRESENTING SUPPORT OPPOSE 

~t rnt,~Q -~ict-k L~)\ ~ 

Yt:10C:- /16Ei/ If- /1/ ;tI{)c;: 11- v 29'1 

~a.h~ ((f€., tCL{~ A+ '?~+rO ,~ 
~q'{ 

ClrwLncl JlI 

PLEASE LEAVE PREPARED TESTIMONY WITH SECRETARY. WITNESS STATEMENT FORMS 
ARE AVAILABLE IF YOU CARE TO SUBMIT WRITTEN TESTIMONY. 


	natres - feb10-mar15
	Untitled



