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SENATE 81 LL NO• -.1..2_ 

INTRODUCED B'r SM!IH 

A BILL FOR A~ ACT ENTITLED: •AN ACT TO REOUIRE MINERAL 

DEVELOPERS TO GIVE WRITfEN NOTtCE TO SURFACE OWNERS OF 

INTENT TO BEGIN DRJLL£NG OPERA-TIONS; TO REQUIRE MINERAL 

DEVELOPERS TO COKPENSATE SURFACE OWNERS FOR DAMAGES CAUSED 

Br ORrLllNG OPeRATIONS; AND TO. ALLOW SUCH COKPENSATJ.ON TO BE 

MADE IN ANNUAL "INSTALLMENTS UNDER CERTAIN CONDITIONS.• 

BE IT ENACTED BY THE LEGISLATURE- OF TH£ STATE OF MONTANA: 

Se<:tion t. Purpose·- legislative findings. (lt The 

purpose of {t.his a.::t:] is to proviode for •the pl'"otection 'Of 

!iur·face -ners of land underl'ain with oil and gas rese£ves 

while allowing for the necessary develop~t of those 

res.e-rves. 

(2t To carry out the purpose described in subsection 

(1)w the legislature finds that: 

{a) it is oecess.ary to exercise the pcn.er of the state 

to protect the public welf.are of Mo"tana• wtlidl is lal'"gely 

dependent on ag£ i cul t!ure. il1ld to protect the econ01~i c 

well-being 

production; 

of individuals engaged in agr i cul·tur a I 

(b) exploration for and develop-.nt of oil and gas 

rese ... ves in this state, while. necessary,. inte-rferes ~o~ith the 
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useo ·agrlcu.ltural .or otherwise, of the sw·rface of ce,rt.ain 

land; and 

(c) owne·rs of the surface estate and other -persons 

should be justly coaopensate.d for injury to their pers-ons or 

property and interference with the use of their prOperty due 

to oil and gas development. 

Section 2. Defini·tions. As used in [this act]• the 

following definitions apply: 

(1) "Agricultural production" aeans the production of 

any gro~ing grass or crop attached to the surface of the 

1 and, whether or not the grass or crop is to be s·old 

com.erciallyo and the production of any farm animals, 

whether or not the animals are to be sold commercially. 

(2) "Board• aeans the board of o i 1 .and _gas conservati-on 

provided for in ·2-15-3303. 

(3) •or i 1 hng operations• iteans the explorati~ ror or 

d r i 11 i ng of an -o i1 and gas well that requires entry :upon the 

surface estate and is begun subsequent to [the effective 

date of this actj and the production operatiOhs direc.tly 

related to the exploration or dr·illing. 

(4) •~tineral developer• •eans the per$on .who acquires 

the •ineral estate or lease for the purpose of extracting or 

us in~ the •i nerals for nonagr i-cul:tural purposes. 

(5) "Hineral estate" means an estate in or ownership of 

all ·or part of the ..-inerats underlyi.ng a specified tract of 

-2-
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land. 

(6J •Minerals• ··e·ans -oil and -gas. 

(7) •surface estate• .. ans an estate in~r owne~ship of 

the surface of .a part:J.culM .tr,act -of land. 

(B) •surface ovner~ •eans the person who has possession 

of ·the surface of the . land either as ·an -r .or as a 

tenant. 

Section ·3· Notice of dr i<11·i.ng operat;i ons.· ln addition 

to· the requi"re-ts· for geophysical -exploration activities 

governed by Ti.t:,l-. 82• chapter . h part l•- the. -.iBeral 

developer ·shaH: •gin- the surface o-r ·wri--t"en notice of thee 

dri,Ui'J19 operations that he plans to und-Ulk:e •. This noti'Ce 

shaH be given to the' record "Surface ovner ·at: his addr-e5-s as 

shown ..by the re-cords ·of ·the county :clerk and recorder at "the. 

ti- the notice is given. This notice shall :suffi-cientlly 

di-sclose the. plan of ·work and· operations to enable the 

surface owner ·to -evaluate the: effe~t of drill:i·ng operations 

on ·the surface owner•-s use of the property.. Included with 

this· notice shall be a for• prepared by the board advisin<j 

the surf-ace ovner of his rights and options under [this 

act }• 

Section It• ·Surface da•age and disrup-tion pav-ts. The 

•ineral developer ·snalJ· pay the surface owner a sua of MOney 

equal to the a1110unt of aaaages su10tairaed · bJ' the surface 

o-r for Joss of agricul"tural production and inc:o.e• lost 

-3-
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land value. and lost · value · ·of ieprove8ents caused by 

dr:U ling operat'i ons. The a.ount of diHiage5- aay be deter•i·ned 

by any foreula -ut:vcrl·ly agr-able bet-en the surface owner 

and the •i,IM!I'al developer.: When deterei-ninq da.ages. 

consideratiOII'I staal• be given. to the per·iod of ti- during 

which the J05,s. occurs. The surf.aee v-r aay. elect to be 

paid da.,...ges in annual ·in-stal1-ts o-r a peri·od of tiae; 

excep·t cthat the sur face owner · shal:l. : be ca.pe-nsated by a 

sin91e sua.pay-.nt.for. har• cavsed by ~xploration only. The 

pay~ cont.e~l-ated bJ' 'this· -ction 81aJ'. only cover land 

direct.J y: affected by: dri N.i!,_g operations. Pay-nts under 

this· s&tion ar-e· intended to -ca.pensat:e the surf-ace owner 

for daaage and di srupi:i·on; ·no person aay res-erve or assign 

that cQ~apensat:iotn apart fro. the surface estate except to a 

tenant oof the surface estate. 

Section 5. Da~es for negl.igenc·e and nuisance. The 

einera1 •developer· .j s responsi~l-e for ·all ·daaages to person 

or property• real or ·personal~ resulting fro~ the lack of 

ordinary care by the .aneral developer. The mineral 

developer. is also re10pons.ible 'for all .da~~ages oto ·person or 

property .•. real ·or personal •. resul<ti-nq .fro• a nui san.ce caused 

by dr i:J'l tng operations. 

Section 6. Hoti f'i•catton of injury. To receive 

c~M~pensation undm' (this act}. a person ·shaH :notify the 

•ineral :deva1oper .of the da.ages · suS>t.ained by. the. person 

-It-
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within 2 year-s after the inju·ry occurs o.- would becoae 

apparent to a reasonable aan. 

Section 1. Agree-nt- offer of· settle~~ent. Unless 

both parties pr-ovide othe.-wi·se by written agree.~t• "'iU\in 

60 days after- the lllifl~£al developer r.ceives notice of 

6 da..,ges pur·suant to {section foe]. he shall- ;aake a written 

1 offel' af settle~~~ant to the. person seet<:i119' ca.pensa.tion fo£ 

8 the daaaqes. The person- seacin.g co.pensatton _, CJCcept or 

9 r-eject any offer. 

10 Section .a. Rejection,__ legal act!ion ~ fees and c;:osts. 

11 If the person seek1n<g coapensation · receiv<!s a "'ri-tten 

12 rejection, r-ejects the. offes- .of· ~he. aineral developer, or 

13 r-eceives no ·reply,. that person aay bri-ng - action for 

lit co~~~pensation in the distri<Ct :court of ;the county .in "'hich 

15 the da11age was 'SUStained. If the -~unt of CCM~pensation 

16 awarded by tbe court. is greater than that which had been 

l1 offered by the lllineral developer, the court shall award the 

18 person seeking coapensation reasonable attorney fees and any 

19 C()sts assessed by ·the court. 

20 Section 9. ReMedies cuaul·ative. The reMedies ·provided 

21 by [this act) do not preclude any person from seeking other 

2Z re!Redies ·at lowed by 1 aw. 

23 Section 10. SeverabilitY• If a p·art of thi5; -act is 

2ft inval id• all -val i·d par-ts that are seve.-abl-e fr- the inva1 id 

25 part re11ain in effect. If a part of tllis act is in.vaJid in 
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one or 110re of its appl a-cations. the part- ·re-ins. in eff'ect. 

in .all· v.al id applilcilti ans that are severable fro• ~he 

invaJ i.d appl·i·cations• 

-End-
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SENATE Bill NO. 16 

I~TROOUCEO BY SMITH 

Approved by Committee 
on Natural_ Resources 

A BILL FOR AN ACT ENTITLED: "AN ACT TO REQUIRE MJNE~•t Q!1 

!ND __ GAS DEVELOPERS Q~_QE~~ATORS TO GIVE WRITTEN NOTICE TO 

SURFACE OWNERS ~F INTENT TO BEGIN DRILLING OPERATIONS; TO 

REQUIRE MiNE~•t Q!b __ !NO __ ~AS DEVElOPERS ANO_QPE~!TO~~ TO 

COMPENSATE SURFACE OWNERS FOR DAMAGES CAUSED BY ORilLING !NO 

EROO~CT!ON OPERATIONS; AND TO ALLOW SUCH COMPENSATION TO BE 

HADE IN ANNUAL INSTALLMENTS UNDER CERTAIN CONDITIONS AND 

PRO~lOIN~_!~ EFF~Cl!Yf-~~5·" 

BE IT ENACTEO BY THE LEGISLATURE Of THE STATE Of MONTANA: 

Section lo Purpose legislative findings. (1) The 

purpose of [this act] is to provide for the protection of 

~urface owners of land underlain with oil and gas reserves 

while allowing for the necessary develop~nt of those 

reserves. 

(21 To carry out the purpose described 1n suosec~ion 

[l)• the legislature finds that: 

(a) 1t is necessary to e•e~t~e-t~e-powe~-o~-tRe-~tate 

to--p~eteet--t~e-p~b~te-we~fa~e-of-MontanoT-w~teR-•~-+a~ge~y 

dependent--on--og~te~+t~reT--ond--te protect the economic 

well-being of individuals engaged in agr i<.u 1 t ural 

production; 
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(b) exploratton for and develop.ant of oil and gas 

reserves in this state, while necessary, interferes with the 

use. agricultural or otherwise, of the surface of certain 

land; and 

(c) owners of the surface estate efte--ethe~--pe~~OftS 

should be justly compensated for tnj~~y-to-t~t~-pe~~ofts-~ 

USE_Q~IHEI~ property and interference with the use of their 

property due to oil and gas development. 

Section 2. Definitions. As used in [this act]• the 

following definitions apply: 

(1) "Agricultural production• means the production of 

any growing grass o~-e~oPL-~ROP~~~_!~~ES attached to the 

surface of the landT-whe~he~-e~-ftot-~he-~r8~s-o~-e~op-ts-te 

be-~ofd-ee~e~ta++yT-ane-t~e--p~aettoft--ef--a"y DR farm 

animals~---whet~er--e~--ftot--the--ofttRaf~--~e--~e--ee--so+e 

eommerete++y Wl!tl_~~~ME~f!~b VALUE. 

tit--•eoo~d•--meon~--~~e---boo~d---of---ot+---ofte---~e~ 

een~e~~ottoft-pro~tded-fo~-tft-i-+§-3~93• 

f3t1~1 "Srt+ftftq Olb __ ANO__§~~ operations" means the 

exploration for or drilling of an oil and gas well that 

requires entry upon the surface estate and is begun 

subsequent to {the effective date of this act] and the 

production operations directly related to the exploratton or 

drilling. 

t4t1~ "Htnere~ QIL __ !~Q_J2AS develo~er OR OPER!TOR" 

-2- SB 16 
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mean~ the person who acquires the Mtftera~-e~tate-er Qll _ _!NO 

GAS lease for the purpose of extracting ar--~~*"~-t~ 

•~er~s-fer-fteftagr+eu+tura+-~urpeses Qlb_~O ~!~· 

t5t~l "Htnera~ Q!k_~~y_GA~ estate" means an estate in 

or ownership of all or part of the Mfftera+s Q!l_ AND __ GAS 

underlying a specified tract of land. 

f6t--•~tftera+s•-Meafts-et+-aft6-~asw 

fit--•Surfaee--estate•--~an~-an-e~tate-tn-or-ew~r~~~p 

eF-the-surfaee-ef-a-~artteu+ar-traet-ef-+a"dw 

t8ti21 •surface owner" means the person who ~as 

pos~es~toft--ef ~QkQ~--~ECO~Q__!ITlE_!Q_Q~~!~!_PURCH!~£~~ 

INJEREST_IN the surface of the land efther-os-an-owner-or-os 

~t!1'10itt:o 

Section 3. Notice of drilling operations. In addition 

to the requireeents for geophysical exploration activities 

governed by Title d2• chapter lo part lo the fttnera+ Q!k_~ 

~developer Q~ _ _Qf£~!0R shall give the surface owner 

wr1tten notice of the drilling operations that he plans to 

undertake. This notice shall be given to the record surface 

owner ', at his aodres s a~ shown by the records of the county 

clerk and recorder at the time the notice is given. This 

notice shall sufficiently disclose the plan of work and 

operations to enable the surface owner to evaluate the 

effect of drilling operations on the surface owner•s use of 

the property. rfte+uded-wtth-t~+s--nat+ee--sho++--be--a--farm 

-3- SB 16 
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prepored--by--the--baard--odwtst~--the-5urfaee-ewfter-of-hts 

rtghts-eftd-opttens-ander-fth+~-aetiw 

Section 4• Surface damage and disruption payments. The 

M+ftero+ Qlk_!~~AS developer Q~_QPE~~ shall pay the 

surface owner a sum of ~ney Q~_Q!~~f~PE~SA!!ON equal to 

the amount of damages sustained by the surface owner for 

loss of agricultural production and income, lost land value, 

and lost vaJue of improvements caused by ori lling 

operattons. The amount of damages may oe determined by any 

formula mutually agreeable between the surface owner and the 

mtnere+ Oll~Q GAS developer Q~ER~!OR. When determining 

da.ages, consideration shall be given to the pertod of time 

during which the loss occurs. The surface owner may elect to 

be paid damages in annual installments over a period of 

time; except that the surface owner shall oe compensated by 

a s•ngle sum payment for harm caused by exploration only. 

The payments contemplated oy this section may only cover 

land directly affected by drilling operations ~~ 

PROO~TION. Payments under this section are intended to 

compensate the surface owner for damage and disruption; no 

person may reserve or assign that compensation apart from 

the surface estate except to a tenant of the surface estate. 

Section 5. Damages for--ft~fgeftee--Oftd-nut~e"ee. The 

mtnere+ Olh_~ND_~~~ developer OR_Qf£~!Q~ is responsible for 

all damages to per~en--ar property• real or personal, 

-4- Stl 16 
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resulting from the lack of ordinary care by the 111tne,.a~ Qll 

~-§:~ developer OR _ _QfER~TO~· The Iai-ne,. a+ !Hh __ !NO __ GAS 

developer OR_OPf~~!~ is a~so responsible for ~++damages to 

~,.so~-~~,. property, real or personal, ,.estt~~+ft~-f,.o•-a 

ftatsenee caused by drilling operations ~~-f~Y~TIQ~· 

s~ctivn 6. Notification of injury !Q__f~Qff~Tv. To 

receive compensation under [this actj, a pe,.sen SURE!~E 

ow~~~ shall fte~+fy §:1~~-WR!!I~~!~f_!Q the a+ne,.e+ QIL 

!ND __ GAS developer Q~_QPE~!TOR of the damages sustained by 

the pe,.soft ~~RFAC~Q~~~~ Wtthin 2 years after the injury 

occurs or would become apparent to a reasonable man. 

Section 1. Agreement -- offer of settlement. Unless 

both parties provide otherwise by written agreeMent• within 

bO days after the •+ne,.a+ Ql~~~§AS developer OR_Qf~~!!~ 

receives notice of damages pursuant to (sect1on 6)• he shall 

make a written offer of settlement to the person seeking 

lr compensation for the damages. The pe,.5on ~URF~~f_Q!~ER 

18 seeking compensation may accept or reject any offer. 

19 Secti~n a. Rejection -- legal action ----fees--end 

20 eosts. If the person seeking compensation receives a written 

21 rejection, rejects the offer of the Mtne,.cl Q!h_!~Q_2AS 

22 developer Q~_Qff~ATQ~• or receives no reply, that person may 

23 bring an action for compensation in the distriCt court of 

24 the county in which the damage was sustained. ff-t~e-amettftt 

25 ef-eo•pensot+on-awa,.ded-by-~~e-eOHrt-+s--q,.eo~e~--~han--~~ot 

-s- SB 16 
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whteh--hed--been-ef+e,.ed-by-~~e-a+ne,.a~-dewe•epery-~ne-eour~ 

sha'l-'1---owo~d--~he--pe~soft--seek~ng--eo•pe~sa~*o"--~ease~ob+e 

e~te,.ftey-fees-oftd-afty-ees~s-as~essed-by-~he-eou,.~w 

Section 9. ReMedies cumulative. The remedies provided 

by [this act] do not preclude any person from seeking other 

remedies allowed by law. 

Section 10. Severability. If a part of this ~ct is 

invalido all valid parts that are severable from the invalid 

part reMain in effect. If a part of this act ts invalid in 

one or more ot its applications, the part remains in effect 

in all valid applications that are severable from the 

invalid applications. 

SE~!!Q~-l!~ __ §fE£~!!~--Q~!~_TH!~_!CT~_EFf~CTI~~~ 

~!1._1981~ 

-End-
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SENATE BILL NOo lo 

INT~OOUCED BY S.MITH 

A BILL FUR AN ACT ENTITLED: "AN ACT TO REQUIRE HINE~~t 01~ 

!ND __ GA~ DEVELOPERS Q~_QE~~!!QRS TO GIVE WRITTEN NOTICE TO 

SURFACE OWNERS DF INTENT TO BEGIN DRILLING OPERATION~; TO 

~EQUIRE HtNE~At Q!h __ !ND __ ~AS. DEVELOPERS AND_QPEB~!Q~~ TO 

·COMPENSATE SuRFACE OWNERS FOR DAMAGES CAUSED BY DRILLING !~ 

PROO~f!lQ~ OPERATIONS; AND TO ALLOW SUCH COMPENSATION TO dE 

HADE IN ANNUAL INSTALLMENTS UNDER CERTAIN CONDITIONS AND 

~YlQl~~~-EFf££!!YE-Q!!s•" 

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF MONTANA: 

Section l· Purpose legislatave fandings. {1) The 

purpose of [this act] is to provide for the protectaon of 

surface owners of land underlaan wath oil and gas reserves 

while allowing for the necessa_ry development of those 

..-eserves. 

(21 To carry out the purpose described an suosection 

(11• the legislature finos that: 

(a) at is necessary to e~eret~e-t~e-pewer-ef-tRe-5t~te 

te--preteet--the-pue~te-we+fare-e._Me"ta"a•-•h~eR-~5-large~y 

~epe"~e"t--o"--ogrte~~ture~--a"~--te protect the ec~nomac 

well-being of indaviduals engaged in aqri(.u)tu'ral 

production; 
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(b) exploration for and development of oil and gas 

reserves in this state. while necessary. interferes ~ith the 

use. agricultural or otherwise. of the surface of certain 

land; and 

(cl owners of the surface estate aftd--ethe~--~erse"s 

should be justly compensated for ~"jHry-~e-thetr-per~ofts-er 

USE_QE_I~~l~ property and interference with the use of their 

property due to oil and gas development. 

Section 2. Definitions. As used in [th1s act)• the 

followin9 definitions apply: 

(11 "Agricultural production• means the production of 

any growing grass e~-erep~-~~OP~~Q~_!Bf~ attached to the 

surface of the land.-whether-e~-ft&t-the-~ress-&~-erep-+s-te 

be-se+d-e&mMereta++y.-a"~-~~e--pre~uette"--ef--e"y OR farm 

animals~---whether--or--"et--t~--e"tma~5--are--te--be--se+d 

e&i.,meretaHy Wll!:L£QMM£~f!~!: VALUE. 

tit--ueeord•--mea"~--the---b&a~d---ef---et~---o"d---~e~ 

een~er~ette"-pT&vtded-for-t"-2-15-3393. 

t3ti?l "Brtl~f"~ OI!: __ ~~Q~~~ operations" means the 

explorataon for or drilling of an oil and gas well that 

requires entry upon the surface estate and is begun 

subsequent to (the effective date of this act] and the 

production operations directly related to the axplorat1on or 

drilling. 

t~ti~l "M+"e~e~ Qlh __ !~Q _ _§!~ developer OR_Qf~B!!OR" 

-2- 58 16 
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means the person who acquires the ~ftera~-e~tete-or Qli __ !NO 

2~ lease for the purpose of extracting er--~~ift~-t~ 

mfftera+s-~er-"o"eqrie~+ture+-~r~es Q!b_!~~!~· 

t5t~1 •Htftere+ Q!h_!~Q-2!~ estate• Qeans an estate an 

or ownership ot all or part of the •+ftera+s Qlh __ ~ND __ GAS 

underlying a specified tract of land. 

f6t--UHfftera+s•-meens-ei+-eftd-9esw 

fit--•Sarfaee--estebeu--mee"s-en-estete-fft-er-ewftersftt~ 

ef-the-sarfeee-ef-e-pertfea+er-tr&et-ef-+andw 

t8tlll •surface owner" means the person who has 

pesses~ieft--ef tiQbQ~--~ECO~Q __ !ITLE_!Q_Q~!~-!_PU~£tl!~ER~ 

INTf~~!-~ the surface of the land etther-es-eft-owner-er-es 

a-tenant. 

Section 3. Notice of drilling operations. In addition 

to the requirements for geophysical exploration activities 

governed by Title d2t chapter 1, part lt the ~nere+ Qlh~ND 

2~ developer Q~ _ _Qf~~!!OR shall give the surface owner 

written notice of the dri liang operations that he ~lans to 

undertaxe. This notice shall be given to the record surface 

owner at his address •s 5hown by the records of the county 

clerk·end•.recotde.r .e.t the' tlme the notice is given. lhis 

notice shall sufficiently disclose the plan of work and 

operations to enable the surface owner to evaluate the 

effect of drilling operations on the surface owner•s use of 

the property. lne+uded-wf~h-tftfs--nettee--~he++--be--e--fer. 
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prep~red--by--the--beerd--adwtsfn~--the-5~rFaee-ew"er-of-hT5 

rtghts-~nd-ep~ten~-ander-fthfs-ae~w 

Section 4. Surface damage and disruption payments. The 

m+nera+ Q!b_~~GAS developer Q~-Q~TDR shall pay the 

surface owner a sum of money Q~_Q!~~fOHPE~~!!lDN equal to 

the amount of damages sustainea by the surface owner for 

loss of agricultural production and income. lost land value. 

and lost vafue of improvements caused by ari lling 

operataons. The amount of damages may oe determined by any 

formula mutually agreeable between the surface owner and the 

m+nere+ Oll~Q-~!~ developer Q~fERA!OR. When determining 

damages, consideration shall be given to the period of time 

during which the lo.ss occurs. The surface owner may elect to 

be paid damages in annual installments over a period of 

time; except that the surface owner shall oe compensated by 

a s1ngle sum payment for harm caused by exploration only. 

The payments contemplated by this section may only cover 

land directly affected by dr i 11 i ng operations ~NO 

~r~. Payments under this section are intended to 

compensate the surface owner for damage and disruption; no 

person may reserve or assign that compensation apart from 

the surface estate except to a tenant of the surface estate. 

Section 5. Damages fer--n~fgenee--and-ftafsanee. The 

•~nere+ Q!h_ANO_§~~ developer Q!_Qf~RA!OR is responsible for 

all damages to perscft--er property, real or personal, 

-4- sa 16 



1 

2 

3 

It 

5 

6 

7 

8 

q 

10 

11 

12 

lJ 

lit 

15 

16 

17 

18 

19 

SB 0016/02 

resulting from the lack of ordinary care by the mj"e~a+ QIL 

ANO_§~ developer OR__Q£ER~!Q~· The -*""e~e'l- Q!!:_ __ ~ND __ !i;AS 

developer Q~_Q££~ATQ~ is e+so responsible for a+'!- damages to 

p@~Se"--o~ property. real or personal. ~e~~'l-~+"~-f~em-a 

"~~~e"ee caused by drilling operations ~~£~QQY~!!Q~• 

S~ctivn 6. Notaficataon of injury !Q __ £~2£~~!!• To 

receive compensation under [this act]• a pe~so" ~~~EAL£ 

QWN£~ shall "e~+fy §!Y£-~~!!!£~NOT!~f_IQ the ~+"e~e~ Ql1 

~No __ !i;AS developer Q~_QPE~!!Q~ of the damages sustained by 

the pe~~e" ~yRF!ff_Q~~f~ within Z years after the inJury 

occurs or would become apparent to a reasonaole man. 

Section 7. Agreement -- offer of settlement. Unless 

both parties provide otherwise by written agreement. ~ithin 

60 days after the m+"e~e'l- Q!.h._!!:ill_!i;AS de~·e 1 ope r Q~-Q~.s!!:!!OR 

receaves notice of damages pursuant to [sectaon 6J• he shall 

make a written offer of settlement to the person seeKing 

compensation for the damages. The pe~~o" ~QRF~~E_Q~~£~ 

seekang compensation may accept or reject any vffer. 

Section s. Rejection -- legal action ----fee~--e"d 

20 eo~t~. If the person seeking compensation receives a written 

Zl reJection, rejects the offer of the •~"~~~+ Q!~-~~Q-~AS 

22 developer Q~_Qf~~~!Q~• or receives no reply• that person may 

23 briny an actton for compensation in the distract court of 

24 the county in which the damage was sustained. ff-~"e-amo~Ht 

25 of-eomp@"~ot+o"-ewa~~e~-by-~~@-e~~~-t~--g~eo~e~--~~eft--~~o~ 
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wh+eh--hed--eeeft-offe~e6-ey-~~-M+fte~e+-eeYe+operT-~he-eeHr~ 

~ha++--owo~e--~he--perso"--~eek~~--eo~peft~e~ioft--~@dSe"ae'l-e 

e~te~"ey-fees-afte-e"y-eest~-a~~e~~ed-ey-~h~-eoHr~~ 

Section 9. Remedies cumulative. The remedies provaded 

by [this act] do not preclude any person from seeking other 

remedies allowed by law. 

Section 10. Severability. If a part of this dCt is 

anval ido all valid parts that are severable from the invalid 

part remain in effect. If a part of this act as invalid in 

one or more of its applications. the part remains in effect 

in all valid applications that are severable from the 

invalid applications. 

SE~!!Q~-!!~--~~tsf!!~1--Q~!~_THI~~CT~_ffE~f!!.Y£_0N 

~-lL-~1~ 

-End-
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SENATE BILl NO. 16 

INTRODUCED BY SMITH 

A BILl FOR AN ACT ENTITlED: "AN ACT TO REQUIRE M+NE~*k Oil 

~NO __ ~~~ ilEVELOPERS Q~_OPERATQRS TO GIVE WRITTEN NOTICE TO 

SURFACE OWNERS OF INTENT TO BEGIN DRILLING OPERATIONS; TO 

REQUIRE M+NE~~ Olk __ ~ND __ GAS DEVELOPERS AND_OPERATO~~ TO 

COMPENSATE SURFACE OWNERS FOR DAMAGES CAUSED BY DRilLING ~NO 

fROQUCT!ON OPERATIONS; AND TO ALLOW SUCH COMPENSATION TO BE 

HADE IN ANNUAL INSTAlLMENTS UNDER CERTAIN CONDITIONS AND 

fROY!Ql~~~~-EFfff!!YI_~~!i•" 

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF MONTANA: 

Section 1. Purpose-- legislative findtngs. (1) The 

purpose of [this act] is to provide for the protection of 

surface owners of land underlain with oil ana gas reserves 

~hi le allowtng for the necessary development of those 

res.erves. 

(21 To carry out the purpose described in subsection 

Ill• the legislature finds that: 

(~) tt is necessary to e~er~~e-the-pewer-oF-~he-~ta~e 

~o--protee~--~he-pub++e-we+fa~e-of-Mefttdfta~-~h+eh-+~-+drge+y 

depe"deft~--oft--~g~ieu+tu~ey--dftd--te protect the econom1c 

.. ell-b;>H>g 

p..-oducta on; 

of individuals engaged in agricultural 
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(b) exploration for and developoent of oil and gds 

reserves in this state• while necessdry, interferes with the 

use. agricultural or otherwise, of the surface of certain 

laod; and 

{c) owners of the surface estate eftd--ot~e~--pe~~n~ 

should be justly compensated for fn~ery-~o-~~+r-per~on~-~ 

USE QE_!~E!R property and interference w&th the use of their 

property due to oil and gas development. 

Section 2· Oefinttions. As used in [this act)• the 

following definitions apply: 

(l) •Agricultural prOduction" ~ans the production of 

any grow1ng grass e~-erep~f~~~~_!!fES attached to the 

surface of the land.-w~e~her-er-ne~-~~-~~e~~-o~-erep-f~-~e 

be-~o+d-ee~ere?e~y.-a"&-the--preduetfen--ef--any OR farm 

ant•alsy---w~ether--o~--~--t~--eft+me~~-are--~o--be--~eld 

e~eref~l+y Wll~_iQMM~~CIA~ VAlUE. 

t~t--•soerd•--~ea"~--~he---beard---~---e++---end---~a~ 

een~e~vetfen-prew+~~-fcr-+"-i-~§-3~6'• 

t3tlll "9r++++n~ 01~-~NO__§!~ operations" means the 

exploration for or drilling of an oil and 

requ1 r?s <'ntr y upon the su,. face estate 

9dS 

.:~nd 

well 

is 

thdt 

begun 

subsequent to (the effective date of th1s act) ana the 

production operations directly rel.>ted to the exploratton or 

dr i 11 i ng. 

f'tt.L!l "M+fte~e~ Q!i __ ~f·.IQ-~~ developer Q!L.Qff~~TOR" 
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means the person who acquires the Mf~@'0._@5~~~-~ Q!h_ AND 

GAS lease for the purpose of extracting e~--~~tft~-~ 

~e~~~-~o~-~fte~~+e~~~~ef-~~pese~ Q!k-~~Q_2~~· 

t~t1~ "Htft~~e~ Q!L AND GA~ estate• ~ans an estate in 

or own~rship of all or part of the MtftePe~ Q!h__~ GAS 

underlying a specified tract of tando 

f&t--•Htfte~el~•-meefts-o+~-eftd-905• 

t~t--•Su~ee@--e~~e~~--.eefts-eft-e~~e~@-ift-or-eMftePshi~ 

e~-~he-~u~~eee-ef-e-~~~~ule~-~~ec~-ef-!eftd• 

tat~ ·~urface owner• means the person who l'oa5 

pe5~e~+eft--~ HOLDS RECORD TITLE TO OR HAS A PURCHASER•S 

INTEREST IN the surface of the land et~he~-e5-aft-e.fte~-o~-&5 

O~@ft-~o 

Section 3. Notice of drilling operations. ln addition 

to the requireMents for geophysical exploration activities 

governed by Title 82t chapter lo part 1o the .rftePel Oli ANO 

GAS developer QR OPERATOR shall give the surface owner 

written notice of the dr1lling operations that he plans to 

undertake. This notice shall be given to the record surface 

owner at his address as shown by the records of the county 

clerk and recorder at the tillle the notice is ·~iven. This 

notice shall sufficiently disclose the plan of work and 

operattons to enable the surface owner to evaluate the 

effect of drilling operations on the surface owner's use of 

the property. ffteluded-w+~h-~h+~--fte~+ee--5hell--be--e--~ 
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p~epo~ed--ey--th@--boe~d--edvt~+~-~he-suP~oee-owner-o~-hi5 

~+~hes-oftd-epe~on5-~ftde~-feh~~-ee~· 

Section 4o Surface daMage and disruption payments. The 

~e~ef Olh_ANO_GAS developer Q~QEfRA!QE shall pay the 

surface owner a sum of money OR_Q!~ER_~OMf~~~!ION equal to 

the aMount of damages sustained by the surface owner for 

loss of agricultural production and income. lost land value. 

and lost value of iMprove.ents caused by dr1lling 

operations. The a.ount of damages may be determined by any 

formula mutually aqreeable between the surface owner and the 

mtfteref Q!h~Q GAS developer Q~fcRA!OR. When determining 

damages. consideration shatl be given to the period of time 

during ~hich the loss occurs. The surface owner 111ay elect to 

be paid damages in annual installments over a period of 

time; except that the surface owner shall be compensated by 

a single SUIII payment for harm caused by exploration only. 

The payments contemplated ~Y this section may only cover 

land directly affected by drilling operations ~ 

f!QQUC!!~· Payments under this section are intended to 

coMpensate the surface owner for damage and disruption; no 

person may reserve or assign that cOMpensation apart f r Otn 

the surface estate except to a tenant of the surface estate. 

Section s. Damages ~o~--n@9++qeftce--eftd-ftui~eftee• The 

miftePaf OIL ANO_GAS developer OR_Qf~~~ is responsible for 

all damages to pe,5eft--er property, real or personal, 
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~esulting fro~ the lack of ordinary care by the ~nerel Q!! 

~NO_GA~ developer Q~ _ _QPER~!OR. The ~ftere+ Ql!_~~Q- GAS 

developer OR~f~O~ is a+~o responsible for oll damages to 

p~~~--&r property, real or personal, r~u+~tng-~rom-e 

nH~~enee caused by drilling operations !ND_f~YCTION. 

Section b. Notification of injury !Q __ ~ROPERTY. To 

receive compensation under [this act]• a per~n ~~FACE 

OWN£~ shall n~t~y GIVE_~BJ!!~NOTlCE TQ the .tner~ Q11 

AND __ ~~~ developer ~-OP~~ATOR of the daaages sustained by 

the per~on ~URF~~£-~NE~ within 2 years after the injury 

occurs or would become apparent to a reasonable .an. 

Section 7. Agreement -- offer of settlement. Unless 

b~th parties provide otherwise by written agreement• within 

60 days after the ~nero+ Q!~!ND GAS developer OR OPERATOR 

receaves notice of damages pursuant to {section b)o he shall 

lb mak~ a written offer of settle.ent to the person seeking 

11 compensation for the damages. The per~on SURFACE OWNE~ 

lB seeking compensation may accept or reject any offer. 

19 Section a. Rejection -- legal action ----~ee~--end 

20 ee5~5· lf the person seeking conpensation receives a written 

21 rejeCtion, rejects the offer of the ~nerel Oil_ANQ GAS 

22 developer OR_Qf£RATQ~• or receives no reply, that person may 

23 bring an act1on for compensation in the district cou~t of 

24 the county an ••hich the damage was sustained. ff-t~e-o~~~ 

25 a•-ee•pe~~e~~eft-ewerded-ey-~he-e~~-t~--~reeter--~hoft--~het 
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~eh--hed--been-~fered-by-the-.tfte~~-deve+epery-~he-eeurt 

~haff--aword--the--per5oft--~eek~~--eeMpeft~a~~on--ree~ftab+e 

e~erftey-~ee~-ane-ony-ee~~-a~~e~~d-by-~he-eeurtw 

Section 9. Rer.edies cuMUlative. The remedies provided 

by [this act} do not preclude any person from seeking other 

remedies allowed by law. 

Section to. Severability. If a part of this act is 

tnvalidt all valid parts that are severable froM the invaJid 

part remain in effect. If a part of this act is invalid in 

one or 111ore of its appl tcationso the part re~~~ains in effect 

in all valid applications that are severable fro• the 

invalid appJtcations. 

SEC!!Q!L!!_• _§.fFEC TrtL_Q!!~_!HlS~CT__li_EFF§.CT l~E ON 

Jill!L.ll_Us~h 

-End-
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