AGENDA

Updated 10/19/15

REGULAR MEETING OF THE BOARD OF LAND COMMISSIONERS

October 19, 2015, at 9:00
State Capitol, Room 303
Helena, MT

ACTION ITEMS

1015-1

1015-2

1015-3

Implementation of Montana Sage Grouse Conservation Strategy:

Executive Order 12-2015

Benefits: N/A

Location: State of Montana Sage Grouse Core Lands

Approved 5-0 — The motion was to: (1) authorize DNRC to seek grant and credits
for the benefit of affected trust beneficiaries for the implementation of protective
measures; and (2) postpone adoption of the sage grouse management strategy

until the November 2015 Land Board meeting.

Communitization Agreements

A.

Audrey Federal HSL Well

Benefits: Common Schools
Location: Richland County
Approved 5-0

. Blackjack Hanna 1-36HSU Well

Benefits: Common Schools
Location: Richland County
Approved 5-0

Cara 1-21H Well

Benefits: Common Schools
Location: Richland County
Approved 5-0

Dodger 1-36H Well

Benefits: Common Schools
Location: Richland County
Approved 5-0

Mulholland Federal 1-32H Well

Benefits: Common Schools
Location: Richland County
Approved 5-0

Osborn 1-34H Well

Benefits: Common Schools
Location: Richland County
Approved 5-0

. Weber 24-30-1H Well

Land Banking Parcels: Set Minimum Bid for Sale

Benefits: Common Schools
Location: Richland County
Approved 5-0

A.

Granite County

Benefits: Common Schools
Location: Granite County
Approved 5-0

. Valley County

Benefits: Common Schools, Eastern College — MSU/Western College — UM

Location: Valley County
Approved 5-0
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C. Yellowstone County
Benefits: Common Schools
Location: Yellowstone County
Approved 5-0

1015-4 Sale of Cabin and Home Sites: Set Minimum Bid for Sale — Sales 767, 768, 769
Benefits: Montana State University
Location: Missoula County
Approved 5-0

1015-5 Proposed Settlement Agreement: MONTRUST v. State of Montana et al., BDV-12-

39, 1°' Judicial District

Benefits: Common Schools, Eastern College — MSU/Western College — UM, Montana Tech,
MSU 2™ MSU Morrill, Pine Hills School, Public Buildings, School for the Deaf and
Blind, Veterans Home

Location: Beaverhead, Big Horn, Blaine, Broadwater, Cascade, Chouteau, Custer, Daniels,
Dawson, Fallon, Fergus, Flathead, Gallatin, Golden Valley, Hill, Judith Basin, Lake,
Lewis and Clark, Liberty, Lincoln, Madison, McCone, Meagher, Mineral, Missoula,
Musselshell, Phillips, Pondera, Powder River, Powell, Prairie, Richland, Rosebud,
Sanders, Sheridan, Stillwater, Sweet Grass, Toole, Valley, Wheatland, Wibaux,
Yellowstone Counties

Approved 5-0

1015-6 Easements

A. Easements

Benefits: Common Schools, Eastern College — MSU/Western College — UM, Public
Buildings, Public Land Trust — Navigable Rivers

Location: Blaine, Chouteau, Flathead, Hill, Madison, Ravalli, Richland, Valley Counties
Approved 5-0

B. Reciprocal Access Agreement: Cadenhead
Benefits: Common Schools, Eastern College — MSU/Western College — UM, MSU Morrill
Location: Flathead, Sanders Counties
Approved 5-0

C. Reciprocal Access Agreement: Wood Trust
Benefits: Common Schools
Location: Park County
Approved 5-0

PUBLIC COMMENT
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1015-1

IMPLEMENTATION OF MONTANA SAGE
GROUSE CONSERVATION STRATEGY:

Executive Order 12-2015
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1015-1
Land Board Agenda ltem
October 19, 2015

1015-1 Implementation of Montana Sage Grouse Conservation Strategy:
Executive Order 12-2015

Location: State of Montana Sage Grouse Core Lands
Trust Benefits: N/A

Trust Revenue: N/A

ltem Summary

For over a decade, management of sage grouse and their habitat has been a subject of much
discussion and work in the western United States. In 2005, Montana developed the state’s first
management plan to address the challenges to sage grouse populations. Due to the efforts of
landowners, wildlife managers, and other stakeholders, Montana has the second largest
population of sage grouse among the western states.

In February 2013, Governor Bullock created the Sage Grouse Habitat Conservation Advisory
Council to gather information in a public process in order to make recommendations for
conservation measures to address threats to sage grouse. Those recommendations were
presented to the Governor on January 29, 2014.

Drawing on the council’s work, on September 9, 2014, the Governor issued Executive Order 10-
2014, which created the Montana Sage Grouse Habitat Conservation Strategy. This document
outlined the state’s strategy for conservation, regulatory protection and management of sage
grouse in Montana.

At the request of the Governor, the 2015 Legislature passed the Montana Sage Grouse
Stewardship Act (Senate Bill 261). The act created Montana Sage Grouse Oversight Team and
established a stewardship fund. On September 8, 2015, Governor Bullock issued Executive
Order 12-2015 to amend and clarify the original order and provide for implementation of the
conservation strategy.

Trust Land acreages: Currently there are 915,603 surface acres contained in sage grouse core
and connectivity areas with an additional 1.6 million acres in general habitat. Subsurface
ownership includes 858,308 acres of core and connectivity, and 1.72 million acres in general
habitat.

The Governor’'s executive orders include recommended guidance on how programs within the
DNRC Trust Land Management Division manage activities in sage grouse core, connectivity,
and general habitats. It also directs DNRC to bring the conservation strategy to the Land Board
for its consideration, with a request to adopt the strategy or otherwise determine the appropriate
application of the strategy to state trust lands within the habitat areas. A copy of Executive
Order 12-2015 is attached.

Major Points of the Executive Order

The Montana Sage Grouse Oversight Team (MSGOT) will oversee administration of the
Montana Sage Grouse Habitat Conservation Program. The roles of MSGOT and the program
include:
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1015-1
= provide guidance to state agencies during permitting processes;
= review core area boundaries;
= oversee and approve development of a mitigation program;
= recommend practices for minimizing the effects of predators on sage grouse; and
= develop incentives to accelerate or enhance required reclamation.
Core area requirements:
= surface disturbance will be limited to 5% of suitable sage grouse habitat;
= for new activities, no surface occupancy will be allowed within 0.6 miles of the perimeter
of a lek;
= seasonal use may be restricted to outside of breeding, nesting, brood rearing and winter
use times.
= establishes allowable noise levels for new projects; and
= establishes industry specific disturbance standards for oil and gas, mining, coal mining,
overhead power lines, pipelines, communication towers, and wind energy development.
General habitat requirements:
= no surface occupancy within 0.25 miles of an active lek;
= provides for seasonal use and timing restrictions during breeding, nesting, and brood
rearing; and
= establishes reclamation guidelines.
The order also does the following:
= states that valid, existing rights shall be respected;
= recommends the Land Board establish a prohibition for breaking native range and
sagebrush eradication on school trust lands within Core, General, and Connectivity
areas, with criteria for limited exceptions.
= recommends DNRC establishes additional lease evaluation criteria to ensure proper
grazing management and a corrective action program for leases that fail to meet the
criteria. The criteria and plan are to be approved by the Land Board.

DNRC Recommendation

The director recommends the Land Board adopt the strategy outlined in the Governor's
Executive Order 12-2015 to be applied to management of trust lands within sage grouse habitat.
The director also requests the board authorize DNRC to seek grants and credits for the benefit
of affected trust beneficiaries for the implementation of protective measures.

Note: Specific recommendations on land breaking, sage brush eradication, grazing criteria and
corrective action plan will be brought to the Land Board at the November 2015 meeting.
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1015-2

COMMUNITIZATION AGREEMENTS:
A.

G m.m o O W

Audrey Federal HSL
Blackjack Hanna 1-36HSU

. Cara 1-21H

Dodger 1-36H
Mulholland Federal 1-32H
Osborn 1-34H

. Weber 24-30-1H
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1015-2A
Land Board Agenda ltem
October 19, 2015

1015-2A Communitization Agreement: Audrey Federal HSL Well

Location: Richland County
T24N R55E Section 36
T23N R55E Section 1
T24N R56E Section 31
T23N R56E Section 6

Trust Benefits: Common Schools

Trust Revenue: Unknown

ltem Summary

Continental Resources, Inc. has filed a request with the Department of Natural Resources and
Conservation (DNRC) for the approval of a communitization agreement to communitize state
owned acreage in conformity with Montana Board of Oil and Gas Conservation Commission
(BOGC) regulations.

A communitization agreement brings together small tracts of land within a spacing unit for the
distribution of production revenues. The agreement allows the state to receive its proper royalty
share of production revenues from the spacing unit and must be approved by DNRC for state
lands.

The Audrey Federal HSL well is a horizontal Bakken/Three Forks formation oil well. The well is
located approximately 21 miles east of Sidney, and was drilled on fee land in T23N R56E,
Section 6. DNRC owns 640 acres of the 2,509.52 mineral acres in the permanent spacing unit
that will be communitized. The agreement only encompasses the Audrey Federal HSL well
producing from the Bakken/Three Forks Formation in Section 36-T24N R55E, Section 1-T23N
R55E, Section 31-T24N R56E, Section 6-T23N R56E.

The DNRC tract comprises 25.5029% of the communitized area. DNRC will consequently
receive 3.3154% of all oil production (13% royalty rate x 25.5029% tract participation).

DNRC Recommendation
The director recommends the Land Board approve this communitization agreement.
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Vicinity Map
Audrey Federal HSL Well
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Township 24 North Range 55 East

1015-2A

Township 24 North Range 56 East

Section 36 Section 31
Township 23 North Range 55 East Township 23 North Range 56 East
Section 1 Section 6
Tract 2
State of Montana T
0G-31657-95 ract9 Tract 10
Fee Fee
640 acres

293.76 acres 320 acres

Tract 6
Fee
23.66 acres

Tract 3
Fee i
319.80 acres TrFaecdt '
N\ Tract 5 40 acres
1 Fee <6>7
PN 278.08 acres
Tract4 Tract 8
Fee Tract 7 Fee
320 acres Fee 34.22 240 acres
‘ acres
Audrey Federal HSL Well
Owner's Interest
Tract No. Type Acres Tract Participation Royalty % Decimal
1 Federal 40.00 1.5939% 12.50% 0.001992
State of Montana
2 0G-31657-95 640.00 25.5029% 13.00% 0.033154
3 Fee 319.80 12.7435% 17.50% 0.022301
4 Fee 320.00 12.7514% 16.67% 0.021257
5 Fee 278.08 11.0810% various
6 Fee 23.66 0.9428% various
7 Fee 34.22 1.3636% 15.50% 0.002114
8 Fee 240.00 9.5636% various
9 Fee 293.76 11.7058% 15.50% 0.018144
10 Fee 320.00 12.7514% 15.50% 0.019765
Total 2,509.52 100.0000%

* The Operator of the Communitized Area is Continental Resources, Inc.
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1015-2B
Land Board Agenda ltem
October 19, 2015

1015-2B Communitization Agreement: Blackjack Hanna 1-36HSU Well

Location: Richland County
T25N R52E Sections 25 & 36
T25N R53E Sections 30 &31
Trust Benefits: Common Schools

Trust Revenue: Unknown

Item Summary

Continental Resources, Inc. has filed a request with the Department of Natural Resources and
Conservation (DNRC) for the approval of a communitization agreement to communitize state
owned acreage in conformity with Montana Board of Oil and Gas Conservation Commission
(BOGC) regulations.

A communitization agreement brings together small tracts of land within a spacing unit for the
distribution of production revenues. The agreement allows the state to receive its proper royalty
share of production revenues from the spacing unit and must be approved by DNRC for state
lands.

The Blackjack Hanna 1-36HSU well is a horizontal Bakken/Three Forks formation oil well. The
well is located approximately 16 miles northeast of Richey, and was drilled into state land in
Section 36. DNRC owns 640 acres of the 2,562.60 mineral acres in the permanent spacing unit
that will be communitized. The agreement only encompasses the Blackjack Hanna 1-36HSU
production from the Bakken/Three Forks Formation in Sections 25 & 36 of T25N R52E and
Sections 30 and 31 of T25N R53E and no other wells in this unit.

The DNRC tract comprises 24.974635% of the communitized area. DNRC will consequently
receive 3.246703% of all oil production (13% royalty rate x 24.974635% tract participation).

DNRC Recommendation
The director recommends the Land Board approve this communitization agreement.
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Vicinity Map
Blackjack Hanna 1-36HSU Well




Township 25 North Range 52 East

1015-2B

Township 25 North Range 53 East

Sections 25 & 36 Sections 30 & 31
Tract 2 Tract 3
Fee Fee
960 acres

Tract 1
State of Montana
0G-34397-01
640 acres

IBIackjack Hanna 1-36HSU Well

Tract 4
Fee
Tract 2 321.2 acres
Continued

641.40 acres

Owner's Interest

Tract No. Type Acres Tract Participation Royalty % Decimal
State of Montana OG-
1 34397-01 640.00 24.974635% 13.00% 0.03246703
2 Fee 960.00 37.461953% 20.00% 0.07492391
3 Fee 641.40 25.029267% various
4 Fee 321.20 12.534145% various
Total 2,562.60 100.000000%

* The Operator of the Communitized Area is Continental Resources, Inc.
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1015-2C
Land Board Agenda ltem
October 19, 2015

1015-2C Communitization Agreement: Cara 1-21H Well

Location: Richland County
T26N R55E Sections 16 & 21

Trust Benefits: Common Schools

Trust Revenue: Unknown

ltem Summary

Continental Resources, Inc. has filed a request with the Department of Natural Resources and
Conservation (DNRC) for the approval of a communitization agreement to communitize state
owned acreage in conformity with Montana Board of Oil and Gas Conservation Commission
(BOGC) regulations.

A communitization agreement brings together small tracts of land within a spacing unit for the
distribution of production revenues. The agreement allows the state to receive its proper royalty
share of production revenues from the spacing unit and must be approved by the DNRC for
state lands.

The Cara 1-21H well is a horizontal Bakken/Three Forks formation oil well. The well is located
approximately 30 miles northwest of Sidney, and was drilled into private land on Section 21.
DNRC owns 640 acres of the 1,280.00 mineral acres in the permanent spacing unit that will be
communitized. The agreement encompasses any wells producing from the Bakken/Three Forks
Formation in Sections 16 and 21 of T26N R55E.

The DNRC tract comprises 50% of the communitized area. DNRC will consequently receive
8.335% of all oil production (16.67% royalty rate x 50% tract participation).

DNRC Recommendation
The Director recommends the Land Board approve this communitization agreement.
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1015-2C

Vicinity Map
Cara 1-21H Well
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1015-2C

Township 26 North Range 55 East
Sections 16 & 21

Tract 2
State of Montana
0G-38245-08
640 acres
Tract 1
Federal
Tract 3 120 acres
Fee
200 acres
(21)
2/
Tract 4
Fee
320 acres
@ Cara1-21H Well
Owner's Interest
Tract No. Type Acres Tract Participation Royalty % Decimal
1 Federal 120.00 9.375% 12.50% 0.011719
State of Montana
2 0G-38245-08 640.00 50.000% 16.67% 0.083350
3 Fee 200.00 15.625% 18.75% 0.029297
4 Fee 320.00 25.000% 18.75% 0.046875
Total 1,280.00 100.000%

* The Operator of the Communitized Area is Continental Resources, Inc.
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1015-2D
Land Board Agenda ltem
October 19, 2015

1015-2D Communitization Agreement: Dodger 1-36H Well

Location: Richland County
T27N R52E Sections 25 & 36

Trust Benefits: Common Schools

Trust Revenue: Unknown

ltem Summary

Continental Resources, Inc. has filed a request with the Department of Natural Resources and
Conservation (DNRC) for the approval of a communitization agreement to communitize state
owned acreage in conformity with Montana Board of Oil and Gas Conservation Commission
(BOGC) regulations.

A communitization agreement brings together small tracts of land within a spacing unit for the
distribution of production revenues. The agreement allows the state to receive its proper royalty
share of production revenues from the spacing unit and must be approved by DNRC for state
lands.

The Dodger 1-36H well is a horizontal Bakken/Three Forks formation oil well. The well is
located approximately eight miles south of Brockton, and was drilled into state land in SEY2SEY4
of Section 36. DNRC owns 640 acres of the 1,280 mineral acres in the permanent spacing unit
that will be communitized. The agreement only encompasses the Dodger 1-36H and future
wells producing from the Bakken/Three Forks Formation in Sections 25 and 36 of T27N R52E.

The DNRC tract comprises 50% of the communitized area. DNRC will consequently receive
6.5% of all oil production (13% royalty rate x 50% tract participation).

DNRC Recommendation
The director recommends the Land Board approve this communitization agreement.
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Vicinity Map
Dodger 1-36H Well
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1015-2D

Township 27 North Range 52 East
Sections 25 & 36

Tract 1 Tract 3
Federal Fes
480 acres @ 160 agres

Tract 2
State of Montana
0G-35220-04
640 acres

Dodger 1-36H Well @

Owner's Interest

Tract No. Type Acres Tract Participation Royalty % Decimal
1 BLM 480.00 37.500% 12.50% 0.046875
State of Montana
2 0G-35220-04 640.00 50.000% 13.00% 0.065000
3 Fee 160.00 12.500% various
Total 1,280.00 100.000%

* The Operator of the Communitized Area is Continental Resources, Inc.
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1015-2E
Land Board Agenda ltem
October 19, 2015

1015-2E Communitization Agreement: Mulholland Federal 1-32H Well

Location: Richland County
T27N R56E Sections 29 & 32

Trust Benefits: Common Schools

Trust Revenue: Unknown

ltem Summary

Continental Resources, Inc. has filed a request with the Department of Natural Resources and
Conservation (DNRC) for the approval of a communitization agreement to communitize state
owned acreage in conformity with Montana Board of Oil and Gas Conservation Commission
(BOGC) regulations.

A communitization agreement brings together small tracts of land within a spacing unit for the
distribution of production revenues. The agreement allows the state to receive its proper royalty
share of production revenues from the spacing unit and must be approved by DNRC for state
lands.

The Mulholland Federal 1-32H well is a horizontal Bakken/Three Forks formation oil well. The
well is located approximately six miles south of Culbertson, and was drilled into private land in
Section 32. DNRC owns 40 acres of the 1,280 mineral acres in the permanent spacing unit that
will be communitized. The agreement encompasses any wells producing from the
Bakken/Three Forks Formation in Sections 29 and 32 of T27N R56E.

The DNRC tract comprises 3.125% of the communitized area. DNRC will consequently receive
0.520937% of all oil production (16.67% royalty rate x 3.125% tract participation).

DNRC Recommendation
The director recommends the Land Board approve this communitization agreement.

Land Board Agenda Page 57 of 155




1015-2E

Vicinity Map
Mulholland Federal 1-32H Well
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1015-2E

Township 27 North Range 56 East
Sections 29 & 32

Tract5
Fee
200 acres
Tract 1A
Federal
40 acres
29
Tract 2 N
Federal
440 acres
Tract 4
State of MT
DG-86713-06
] S Apacres | . i R
Tract 6
Fee
320 acres
(32)
e Tract 1B
Federal
Tract7 40 acres
Fee
160 acres Tract 3
L Mulholland Federal | Federal
1-32H Well 40 acres
Owner's Interest
Tract No. Type Acres Tract Participation Royalty % Decimal
1 BLM 80.00 6.250% 12.50% 0.007813
BLM 440.00 34.375% 12.50% 0.042969
3 BLM 40.00 3.125% 12.50% 0.003906
State of Montana
4 0G-36713-06 40.00 3.125% 16.67% 0.005209
5 Fee 200.00 15.625% 17.50% 0.027344
6 Fee 320.00 25.000% various
7 Fee 160.00 12.500% 20.00% 0.025000
Total 1,280.00 100.000%

* The Operator of the Communitized Area is Continental Resources, Inc.
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1015-2F
Land Board Agenda ltem
October 19, 2015

1015-2F Communitization Agreement: Osborn 1-34H Well

Location: Richland County
T27N R56E Sections 27 & 34

Trust Benefits: Common Schools

Trust Revenue: Unknown

ltem Summary

Continental Resources, Inc. has filed a request with the Department of Natural Resources and
Conservation (DNRC) for the approval of a communitization agreement to communitize state
owned acreage in conformity with Montana Board of Oil and Gas Conservation Commission
(BOGC) regulations.

A communitization agreement brings together small tracts of land within a spacing unit for the
distribution of production revenues. The agreement allows the state to receive its proper royalty
share of production revenues from the spacing unit and must be approved by DNRC for state
lands.

The Osborn 1-34H well is a horizontal Bakken/Three Forks formation oil well. The well is
located approximately seven miles south of Culbertson, and was drilled into private land on
Tract 4 of Section 34. DNRC owns 200 acres of the 1,280 mineral acres in the permanent
spacing unit that will be communitized. The agreement encompasses any wells producing from
the Bakken/Three Forks Formation in Sections 27 and 34 of T27N R56E.

The DNRC tract comprises 15.625% of the communitized area. DNRC will consequently receive
2.604688% of all oil production (16.67% royalty rate x 15.625% participation).

DNRC Recommendation
The director recommends the Land Board approve this communitization agreement.
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1015-2F

Vicinity Map
Osborn 1-34H Well
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1015-2F

Township 27 North Range 56 East
Sections 27 & 34

Tract 1 Tract 3
Federal Fee

80 acres 440 acres

(77)
\27)

Tract 2
State of Montana
0G-36712-06
200 acres

Tract 3
continued

220
@

Tract 4
Fee
560 acres

@ Osborn 1-34H Well

Owner's Interest

Tract No. Type Acres Tract Participation Royalty % Decimal
1 Federal - BLM 80.00 6.250% 12.50% 0.00781250
State of Montana
2 0G-36712-06 200.00 15.625% 16.67% 0.02604688
3 Fee 440.00 34.375% various
4 Fee 560.00 43.750% 17.50% 0.07656250
Total 1280.00 100.000%

* The Operator of the Communitized Area is Continental Resources, Inc.
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1015-2G
Land Board Agenda ltem
October 19, 2015

1015-2G Communitization Agreement: Weber 24-30-1H Well

Location: Richland County
T24N R60E Sections 19 & 30

Trust Benefits: Common Schools

Trust Revenue: Unknown

ltem Summary

Whiting Oil and Gas has filed a request with the Department of Natural Resources and
Conservation (DNRC) for the approval of a communitization agreement to communitize state
owned acreage in conformity with Montana Board of Oil and Gas Conservation Commission
(BOGC) regulations.

A communitization agreement brings together small tracts of land within a spacing unit for the
distribution of production revenues. The agreement allows the state to receive its proper royalty
share of production revenues from the spacing unit and must be approved by DNRC for state
lands.

The Weber 24-30-1H well is a horizontal Bakken/Three Forks formation oil well. The well is
located approximately three miles south of Fairview, and was drilled into Bureau of Land
Management (BLM) land in the SWY4SEY4 of Section 30. DNRC owns an eight-acre island
between the low water marks of the Yellowstone River that is within the 1,280 mineral acres of
the permanent spacing unit that will be communitized. The agreement encompasses any wells
producing from the Bakken/three Forks Formation in Sections 19 and 30 T24N R60E.

The DNRC tract comprises 0.625% of the communitized area. DNRC will consequently receive
0.1042% of all oil production (16.67% royalty rate x 0.625% tract participation).

DNRC Recommendation
The director recommends the Land Board approve this communitization agreement.
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1015-2G

Vicinity Map
Weber 24-30-1H Well
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1015-2G

Township 24 North Range 60 East
Sections 19 & 30

Tract1

Federal

Tracts 5-20
Fee
1,1006.23 acres

/30\ Tract 4
\/ Unknown
Tract 2 Tract1 ownership
Bl Continued 11.42 acres
153.48 acres
Tract 3
State of Montana
Weber 24-30-1H Well / 0G-36435-05
8 acres
Owner's Interest
Tract No. Type Acres Tract Participation Royalty % Decimal
1 BLM 100.87 7.8805% 12.50% 0.009850
2 BLM 153.48 11.9906% 12.50% 0.014988
State of Montana
3 0G-36435-05 8.00 0.6250% 16.67% 0.001042
4 Unknown 11.42 0.8922% unknown
5-20 Fee 1,006.23 78.6117% various
Total 1,280.00 100.0000%

* The Operator of the Communitized Area is Continental Resources, Inc.
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LAND BANKING PARCELS:

Set Minimum Bid for Sale
A. Granite County
B. Valley County

C. Yellowstone County
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Land Board Agenda Item
October 19, 2015

1015-3A Land Banking Parcels: Set Minimum Bid for Sale

Location: Granite County
Trust Benefits: Common Schools

Trust Revenue: $176,000

Item Summary

The Department of Natural Resources and Conservation (DNRC) is requesting to set the minimum
bid to sell one parcel totaling approximately 160 acres nominated for sale in Granite County. The
sale was nominated by the lessee and the parcel is located approximately two miles southwest of
Drummond, Montana.

Sale # ## of Legal Nominator Trust
Acres
758 160+ SWY4, Washington Limestone Common
- Section 36, T11N-R13W LLC Schools

Sale parcel 758 is used primarily for livestock grazing purposes. The parcel has average
productivity for grazing lands statewide.

The parcel is not legally accessible by the public.

No potentially negative issues were identified through the MEPA process regarding the sale of this
parcel.

Economic Analysis:

Short-term —The rate of return on the sale parcel is 0.24%. The parcel would continue to receive
this return if it remains in state ownership.

Long-term — The funds from the sale of this parcel would be combined with other sale funds to
purchase replacement lands through the department’s Land Banking program. Lands
purchased are required to have an equal or greater rate of return than the combined
lands that generated the sale funds used for the purchase. To date, the average
annual rate of return on acquisitions has been 2.35% on acquisitions with income
generated from annual lease payments.

Cultural/Paleontological Resources:

The state parcel proposed for sale was inventoried to Class Il standards for cultural and
paleontological resources. No Antiquities, as defined under the Montana State Historic
Preservation Act, were identified. A formal report of findings has been prepared and filed with the
Montana State Historic Preservation Office per the requirements of the Montana State Antiquities
Act.
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Appraised Value of sale parcel:

Appraised Appraised Ap\[;rialzed
Sale # Appraised Value Value Value pe?;cre Recommended
With Access per acre with Without without Minimum Bid
access Access
Access
758 $176,000 $1,100 $105,600 $660 $176,000

DNRC Recommendation
The director recommends the Land Board set the minimum bid for the parcel at the appraised value
with access shown above.

Granite County Sale Location Map
s TTHM T2V

Sale 758
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Sale #758

SWv4, Section 36, T11IN-R13W
Washington Limestone LLC
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Land Board Agenda Item
October 19, 2015

1015-3B Land Banking Parcels: Set Minimum Bid for Sale

Location: Valley County
Trust Benefits: Common Schools, Eastern College — MSU/Western College — UM

Trust Revenue: $227,996

ltem Summary

The Department of Natural Resources and Conservation (DNRC) is requesting to set the minimum
bid of four parcels totaling approximately 480 acres nominated for sale in Valley County. The sales
were nominated by the lessee and the parcels are located approximately 43 miles northeast of
Glasgow, Montana.

Sale # A#(ﬁ:;)efs Legal Nominator Trust
720 40+ Sectioivggﬁvggl“\i-R42E Kenneth Greenwood Sehools
721 120+ Sl\(lalifgﬁvg;/‘lT%lgzNNvl\?/?lE Kenneth Greenwood | Western/Eastern
722 40+ Sectioﬁvg;/,4'sr§;/7\’l-R A1E Kenneth Greenwood | Western/Eastern
723 280+ Sléchtilg‘r’] 251/;_3'251/‘5;;/? Kenneth Greenwood %C(J:W(;Tc];l)sn

Sale parcels 720 - 722 are used primarily for livestock grazing purposes. The parcels have average
productivity for grazing lands statewide.

Sale parcel 723 includes approximately 114 acres of agricultural land and 166 acres of grazing
land. The parcel has average productivity for agricultural and grazing lands statewide.

No potentially negative issues were identified through the MEPA process regarding the sale of this
parcel.

Economic Analysis:

Short-term — The rate of return on sale parcel 720 is 1.78%; sale 721 is 1.5%; sale 722 is 0.43%;
and sale 723 is 3.13%. The parcels would continue to receive these returns if they
remain in state ownership.

Long-term — The funds from the sales of these parcels would be combined with other sale funds to
purchase replacement lands through the department’s Land Banking program. Lands
purchased are required to have an equal or greater rate of return than the combined
lands that generated the sale funds used for the purchase. To date, the average
annual rate of return on acquisitions has been 2.35% on acquisitions with income
generated from annual lease payments.
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Cultural/Paleontological Resources:

The state parcel proposed for sale was inventoried to Class 11l standards for cultural and
paleontological resources. No Antiquities, as defined under the Montana State Historic
Preservation Act, were identified. A formal report of findings has been prepared and filed with the

Montana State Historic Preservation Office per the requirements of the Montana State Antiquities
Act.

Appraised value of sale parcels:

Sale # App_raised Value Appraised Value Repqmmend_ed
With Access per acre Minimum Bid
720 $25,320 $633 $25,320
721 $55,592 $463 $55,592
722 $14,600 $365 $14,600
723 $132,484 $473 $132,484

DNRC Recommendation

The director recommends the Land Board set the minimum bids for the parcels at the appraised
values with access shown above.

Valley County Sale Location Map
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Sale #720
SWYaNWY4,
Section 29, T35N-R42E
Kenneth Greenwood

Sale #721
NEVaNWYa, SYaNWYa,
Section 25, T35N-R41E
Kenneth Greenwood
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Sale #722
SWY4SEYs,
Section 25, T35N-R41E
Kenneth Greenwood

Sale #723
SYaNEYs, SEYa, NEVASWYa,
Section 30, T35N-R42E
Kenneth Greenwood

Land Board Agenda Page 73 of 155



1015-3C

Land Board Agenda ltem
October 19, 2015

1015-3C Land Banking Parcel: Set Minimum Bid for Sale

Location: Yellowstone County
Trust Benefits: Common Schools

Trust Revenue: N/A

Item Summary

The Department of Natural Resources and Conservation (DNRC) is requesting to set the minimum
bid on Skyview Ridge Subdivision First Filing, residential lots (38.48 acres) which were nominated
for sale in Yellowstone County. The sale was nominated by the DNRC Southern Land Office and is
located within the city of Billings.

Sale # ## of Legal Nominator Trust
Acres

Lots 5-9 Block 1, Blocks 3 through 8, in
387 38.48 Skyview Ridge Subdivision,
Section 20, TIN-R26E

DNRC - Southern Common
Land Office Schools

The parcel is currently used primarily for livestock grazing purposes. The parcel is surrounded by
residential and commercial development and the highest and best use of the land is for residential
development as subdivided.

The parcel is legally accessible from Wicks Lane and Governor’s Boulevard.

No potentially negative issues were identified through the MEPA process regarding the sale of this
parcel.

Economic Analysis:

Short term — The average rate of return on the sale parcel is 0.12%. The parcel would continue to
receive this return if it remains in state ownership.

Long term — An in-kind payment for the construction of infrastructure for the commercial lots is
anticipated and will allow the state to lease the commercial lots. Recent commercial
leases on trust lands range from 4.0% to 6.0% annual return to the trust.

Cultural/Paleontological Resources:

The state parcel proposed for sale was inventoried to Class Il standards for cultural and
paleontological resources. No paleontological resources were identified, but one cultural resource
consisting of three low-profile cairns (rock clusters) was tested, formally recorded, evaluated, and
determined not to be a heritage property. A formal report of findings has been prepared and filed
with the Montana State Historic Preservation Office per the requirements of the Montana State
Antiquities Act.
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Appraised Value:

Sale # Appraised Value of Land Minimum Bid

387 $1,100,000 $1,136,254 in-kind payment

DNRC Recommendation
The director recommends the Land Board set the minimum bid for the parcel at the amount shown
above as an in-kind payment for the construction of infrastructure for the commercial lots.

Skyview Ridge Sale Map

Retained
Commercial Lots

Proposed sale
Residential lots
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1015-4

SALE OF CABIN AND HOME SITES:

Set Minimum Bid for Sale — Missoula County

Sales 767, 768, 769
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Land Board Agenda Item
October 19, 2015

1015-4 Sale of Cabin and Home Sites: Set Minimum Bid for Sale — Sales 767, 768, 797

Location: Missoula County
Trust Benefits: Montana State University

Trust Revenue: $190,000

Item Summary

The Department of Natural Resources and Conservation (DNRC) is requesting to set the minimum
bid on five cabin sites nominated for sale in Missoula County. Sale 767 was hominated by the
lessees. Sales 768 and 769 were nominated by DNRC. These lots are located just south of Seeley
Lake.

Sale # # of Legal Nominator Trust
Acres

Lot 11 Morrell Flats,
767 1.67 Section 14, T16N-R15W
Missoula County
Lot 9 Morrell Flats,
768 2.73 Section 14, T16N-R15W DNRC MSU
Missoula County
Lot 12 Morrell Flats,
769 1.28 Section 14, T16N-R15W DNRC MSU
Missoula County

Lila Davis & Guy

Clatterbuck MSU

Lot 11 is currently leased as cabin sites and produce an average income for residential leases
statewide.

The parcels will be sold with the access that is currently provided under the lease agreement and
can be conveyed by DNRC.

Economic Analysis:

Short term — The average rate of return on sale parcel 767 is 3.83%. The average rate of return on
the sale parcels 768 and 769 are 0%. The sale parcels would continue to receive
these returns if they remain in state ownership.

Long term — The funds from the sale of these parcels would be combined with other sale funds to
purchase replacement lands through the department’s Land Banking program. Lands
purchased are required to have an equal or greater rate of return than the combined
lands that generated the sale funds used for the purchase. To date, the average
annual rate of return on acquisitions has been 2.35% on acquisitions with income
generated from annual lease payments.

Cultural/Paleontological Resources:

A Class | level of cultural resource inventory was conducted for the proposed sales. Home sites
typically contain numerous structures and the ground surfaces within most home sites have been
variously disturbed over the course of many years of occupation and development. These sales will
have no effect to state owned heritage properties.
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Appraised Values of Land and Improvements:

Appraised Value of Appraised Value of
Sale #
Land Improvements
767 $50,000 $103,000
768 $25,000 n/a
769 $15,000 n/a

DNRC Recommendation
The director recommends the Land Board set the minimum bid for the cabin site lots at the
appraised values and the maximum values of compensation for the improvements shown above.

Missoula County Sale Location Map
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Sale # 767, 768 & 769
Lots 9, 11 & 12, Morrell Flats, Section 14, T16N-R15W
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Proposed Settlement Agreement:
MONTRUST v. State of Montana et al.,
BDV-12-39, 1% Judicial District
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Land Board Agenda Item
October 19, 2015

1015-5 Proposed Settlement Agreement: MONTRUST v. State of Montana et al., Cause
No. BDV-2012-39, Montana 1% Judicial District Court, Lewis and Clark County

Location: Beaverhead, Big Horn, Blaine, Broadwater, Cascade, Chouteau,
Custer, Daniels, Dawson, Fallon, Fergus, Flathead, Gallatin, Golden Valley, Hill,
Judith Basin, Lake, Lewis and Clark, Liberty, Lincoln, Madison, McCone,
Meagher, Mineral, Missoula, Musselshell, Phillips, Pondera, Powder River,
Powell, Prairie, Richland, Rosebud, Sanders, Sheridan, Stillwater, Sweet Grass,
Toole, Valley, Wheatland, Wibaux, Yellowstone Counties

Trusts Benefited: Common Schools, Eastern College — MSU/Western College —
UM, Montana Tech, MSU 2", MSU Morrill, Pine Hills School, Public Buildings,
School for the Deaf and Blind, Veterans Home

Trust Rights Gained: Resolution of legal claims concerning cabin site rental
rates upon State school trust lands.

ltem Summary

Historical Background

On April 1, 1998 the Montana First Judicial District Court issued its decision in Montanans for
the Responsible Use of the School Trust v. State (Montrust I), Cause No. ADV 97-134 (April 1,
1998) reviewing the constitutionality of a number of statutes affecting the management of State
trust lands. In its review of the constitutionality of cabin site rental rates on State lands, the
Court held that “the practice of charging a rental rate of 3.5 percent of the appraised value
violates [the State’s] duty as trustee of the school trust” and the “. . . practice of issuing lease
renewals at a charge that is less than that which reflects the fair market rental rate is
unconstitutional.” The District court further issued a permanent injunction in accordance with its
decision and Order.

On appeal of Montrust I, the Montana Supreme Court affirmed the District Court on this issue,
declaring that:

. . . the trust mandates that the State obtain full market value for cabin site rentals . . . ..
[and w]e hold that the [3.5%] rental policy violates the trust's requirement that full market
value be obtained for school trust lands and interests therein”.

Montanans for Responsible Use of Sch. Trust v. State ex rel. Bd. of Land Comm'rs, 1999 MT
263, 1 32, 296 Mont. 402, 413, 989 P.2d 800, 806.

The Montana Supreme Court in Montrust | also struck down a statutory provision which
prohibited new lessees on State school trust lands from occupying a lease until the new lessee
paid the former lessee for the value of the leasehold improvements. The Court held that:

In allowing trust lands to idle indefinitely while former and new lessees determine the

value of improvements, § 77—6—-305, MCA, is inconsistent with the trust's mandate that
full market value be obtained for school trust lands. We hold that the specific
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requirement in § 77-6-305, MCA, that a new lease will not issue until the new lessee
shows that the old lessee has been paid the value of his improvements is
unconstitutional on its face.

Id., 1999 MT 263, 1 58, 296 Mont. 402, 419, 989 P.2d 800, 810

The Montana Supreme Court in Montrust | also struck down as unconstitutional the provisions
of Section 77-1-130, MCA, which directed the Board to issue certain easements on State school
trust lands in 1989 at 1972 land values.

In 2000, after the Montrust | decision, the Land Board established a negotiated rulemaking
committee to recommend rules to produce full market return from cabin site leases. As a result,
amendments to ARM 36.25.102 and 36.25.110 were adopted in January 2001. The
amendments increased the cabin site lease rate to 5% of the Department of Revenue appraised
value of the lease lot, to be phased in over five years.

By administrative rule in 2010, the Land Board promulgated “Alternative 3B” (codified at ARM
36.25.1003) to address cabin site rental rates. Alternative 3B allowed cabin site lessees on
State trust lands to seek adjustment of their cabin site lease rate, by agreeing to a rental
computation based on 2003 appraisals as adjusted by a mathematical formula.

A September 16, 2011 Bioeconomics, Inc. report by Dr. John Duffield, PhD. entitled "Montana
Trust Land Cabin Site Lease Rate Valuation Analysis”, commissioned by the Department,
concluded that cabin site lease values reflected “a market lease rate in the range of 5% to 7%".
Id. at p. 10.

Subsequently SB 409 (Chapter 401 of the 2011 Montana Session Laws) was enacted by the
Montana Legislature to address cabin site rental rates. When seeking bids for leases of cabin
sites on State school trust lands, Section 1 of SB 409 mandated that “the minimum bid must be
initially set at 2% of the most recent cabin site appraisal value as determined by the department
of revenue”. Sections 1 and 2 of SB 409 allowed existing lessees the option of surrendering
their lease without penalty and place it for competitive bidding, and gave lessees the option to
re-value their rental rates reflecting competitive bids received in their locality. In addition,
Section 3 of SB 409 also prohibited a subsequent cabin site lessee from occupying the
leasehold until the sale of improvements to the subsequent lessee was finalized. In response to
SB 409, the State Lands Board adopted ARM 36.25.1016 through 36.25.1021 to implement its
provisions.

The legal claims in Montrust Il

On January 13, 2012, the Plaintiff, Montanans for The Responsible Use of the School Trust
(Montrust), brought suit in Montrust v. State of Montana ex rel. Montana Legislature, Board of
Land Commissioners, and Department of Natural Resources and Conservation, Cause No.
BDV-2012-39, Mont. First Judic. Distr. Ct., in Lewis and Clark County (Montrust Il1), seeking a
judicial declaration that: SB409 enacted by the 2011 Montana Legislature (Chapter 401 of the
2011 Montana Session Laws), Alternative 3B and their implementing administrative rules were
unconstitutional because they violated the trust mandate to obtain full market value for the
disposition of trust assets and violated various fiduciary duties owed to the trust beneficiaries.

The Montana Board of Regents subsequently intervened as a Plaintiff, seeking a declaratory
ruling that both SB409, codified at 8§ 77-1-208, 77-1-235, 77-1-236, and 77~2-318, MCA, and
Alternative 3B and their implementing administrative rules violated the State’s fiduciary duties to
the trust beneficiaries, and sought an accounting of funds alleged to be lost to the trust by the
implementation of Alternative 3B.

Land Board Agenda Page 82 of 155



1015-5

The Montana State Leaseholders Association intervened in this action as a Defendant and filed
a cross-claim against the State of Montana, asserting that the rules implementing SB 409, ARM
36.25.1016 — 1021, did not accurately reflect the scope of rulemaking authority granted by the
legislature. The District Court denied the Leaseholders’ motion for partial summary judgment on
their claims.

On April 5, 2012, the First Judicial District Court in Montrust Ill issued a preliminary injunction,
enjoining from implementing any of the provisions of, or any administrative rules adopted to
implement, SB 409, citing a number of apparent constitutional infirmities, including:

e SB 409's requirement that the Land Board offer cabin site leases at 2% of appraised
land value appeared to conflict with the trust duty to obtain full market value where the
2011 Duffield Report reported a current market value of 5% or greater, and Montrust |
struck down a prior 3.5% cabin site rental as unconstitutional;

e SB 409's prohibition against occupation of the leasehold by a new cabin site lessee until
payment to the former lessee for improvements had occurred was contrary to the
holding in Montrust | that such delays were unconstitutional; and

e SB 409's option granted to existing cabin site lessees, without penalty, to either
abandon their leases, or to modify their lease rates based upon competitive bids
received in their locality, allowed those lessees to “time the market” and deprive the
trust beneficiaries of the value of the existing lease contracts, which would appear to
violate the fiduciary duties of prudence and undivided loyalty to the best financial
interests of the trust beneficiaries.

The Proposed Resolution of Montrust Il

The Department commissioned a March 3, 2015 Addendum to the Bioeconomics, Inc. report
entitled "Montana Trust Land Cabin Site Lease Rate Valuation Analysis". The conclusion from
this report was that the “. . . full-market lease rate for these [cabin site lease] properties is at
least 4.9%, and no higher than 8.6%”. Id. at p. 6.

Negotiations with the Office of the Commissioner of Higher Education, Montrust, and the
Montana State Leaseholders Association, resulted in terms and conditions which would resolve
their legal claims in Montrust Ill. Under those terms and conditions, the Board and the
Department would:

e concede that SB 409 and its implementing administrative rules are void,

o likewise concede that the rental valuation rule for Alternative 3B (New Rules Il and XII)
contained in MAR Notice No. 36-22-143 at 1 Mont. Admin. Reg. 40 (Jan. 14, 2010) is
void because it is based upon 2003 land values, not current land values.

e agree to a permanent injunction on the implementation of SB 409;

e pay attorney’s fees to the Office of Higher Education and Montrust; and

e Upon the acceptance of this Settlement Agreement by a court of final jurisdiction, the
State agrees to implement the following:

a. The State will offer all vacant cabin site leases that come up for competitive bid at
the minimum rate of 6.5% of the appraised land value. Where the State has not
received any bid to lease within 60 days in response to its initial offer, the State may
then offer that lease at a minimum rate of 5% of the appraised land value.

b. If no bid is received after an additional 60 days and the property is in a
“neighborhood” (as that term is used in current DNRC practice) where vacancies are
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higher than 30%, DNRC may offer said cabin site leases for competitive bidding at
less than 5%. In no case shall the annual rental rate be less than 3.5% of the
appraised land value or $800.00 per year whichever is higher.

c. These changes to the minimum rental rates and bids for future cabin site leases will
take effect immediately upon the acceptance of this Settlement Agreement by a court
of final jurisdiction and will not be phased in over time.

d. The State may implement these provisions and any judgment resulting therefrom
with appropriate rule-making.

e. Two years from the acceptance of this Settlement Agreement by a court of final
jurisdiction, and every two years thereafter, the State Board of Land Commissioners
will review the data from: all competitively-bid Montana cabin site leases; and all non-
competitively-bid Montana cabin site leases, complete a formal review by an
appropriately qualified, professional economist and consider whether to revise the
rental rates and/or procedures to be applied prospectively to rental of cabin site
leases. The State Board of Land Commissioners commits to setting the rental rates
for cabin site leases so as to capture for the trust beneficiaries the full market value
of such leases and maximize the cumulative long-term revenue from cabin sites
without creating vacancy rates that are detrimental to the best financial interests of
the trust beneficiaries, as required by the State’s duties under the Montana
Constitution and Enabling Act.

A copy of the proposed Settlement Agreement is included with this item. Montrust, the Board of

Regents, and the Montana State Leaseholders Association have previously approved and
executed this proposed Settlement Agreement.

DNRC Recommendation

The Director recommends Land Board approval of the proposed Settlement Agreement to
resolve the Montrust Il litigation concerning cabin site rental rates upon State school trust lands.
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MONTANA FIRST JUDICIAL DISTRICT COURT, LEWIS AND CLARK COUNTY

B ok ok ok ok ok

MONTANANS FOR THE RESPONSIBLE USE OF
THE SCHOOL TRUST,
Cause No. BDV-2012-39
Plaintiff,
SETTLEMENT
and AGREEMENT
MONTANA BOARD OF REGENTS OF HIGHER
EDUCATION,
Intervenor — Plaintiff,

~VS-

LAND COMMISSIONERS, and
DEPARTMENT O NATURAL
RESCURCES AND CONSERVATION

Defendants,
and

MONTANA STATE LEASEHOLDERS ASSOCIATION,
LLC,

)
)
)
)
)
)
)
)
)
)
)
)
STATE OF MONTANA, BOARD OF )
)
)
)
)
)
)
)
)
)
Intervenor — Defendant. )
)
)

1. INTRODUCTION

A. This Settlement Agreement is made and entered into by and between
Plaintiff Montanans for the Responsible Use of the School Trust (“MonTrust”),
Intervenor-Plaintiff Montana Board of Regents of Higher Education (*Regents”),
Intervenor-Defendants Montana State Leaseholders Association, and Defendant

State of Montana (“State”), acting through the Board of Land Commissioners

Settiement Agreement, Cause No. BDV-2012-39 - page 1
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(“Land Board”) and the Department of Natural Resources and Conservation
(“DNRC”).

II. BACKGROUND

B. The State, through the Land Board, administers approximately five million
acres of land granted to Montana by the United States in trust for the support of
public educational institutions under the Omnibus Enabling Act, 25 Stat. 676
(1889), as amended, 47 Stat. 150 (1932), and Article X, section 4 of the Montana
Constitution.

C. The Montana Constitution and the Enabling Act require the State to exercise
reasonable competence in administering the trust, to act with undivided loyalty in
the interest of the beneficiaries as to matters involving trust property, to carry out
the intentions of the grantor of the trust, to make the trust economically productive,
and to be accountable to the beneficiary.

D. The State leases certain parcels of school trust lands to private parties for
purposes of building and enjoying cabins and homes. For decades, the State leased
these cabin sites for nominal rents, ranging from $5 to $150 per year. In 1981,
recognizing that the nominal rents failed to maximize the return on the trust lands,
the Land Board proposed administrative rules to require competitive bidding for the
school trust cabin sites.

E. In response to opposition from cabin site lessees, the Montana Legislature
enacted Section 77-1-208, MCA, in 1983, which prevented the use of competitive

bidding for cabin site leasing and instead created a system of administratively

Settlement Agreement, Cause No. BDV-2012-39 - page 2
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established rents set at 5% of the appraised value of the lot per year. This statute
was later amended in 1989 to impose a rental ceiling of 3.5% of appraised value, as
determined by the Department of Revenue during periodic reevaluations. Although
this ceiling was removed in 1993, the Land Board continued to lease cabin cites at
3.5% by administrative rule.

F. In 1993, the State commissioned a study of the economic returns from school
trust lands, commonly referred to as the Duffield Study. Based on the information
available at the time, the study found that a reasonable return from the rental of
cabin sites should be between 8% and 12% of appraised value.

G. MonTrust filed a complaint in 1997 challenging the constitutionality of
certain statutes concerning the school trust lands, relying in part on the Duffield
study. MonTrust is a nonprofit membership citizen’s organization dedicated to
protecting and advancing the appropriate use of Montana’s school trust lands. The
Montana Supreme Court concluded, based on the record, that the practice of
charging 3.5% of the appraised value violated the State’s duty as trustee of the
school trust, and that issuing lease renewals at less than the fair market rental rate
was unconstitutional, and affirmed the First Judicial District Court’s permanent
Injunction to that effect.

H. After negotiated rulemaking, the Land Board adopted new regulations
providing a general lease rate of 5% of the current Department of Revenue

appraised property values, excluding improvements. Because of phase-in periods

Settiement Agreement, Cause No. BDV-2012-39 - page 3
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implemented by the State, however, few lessees ever paid five percent of appraised
value.

I. After appraisals of the cabin leases conducted in 2009 indicated a large
increase in lease fees, the DNRC adopted Alternative 3B, which allowed appratsed
values to be phased in over a number of years. Alternative 3B uses 5% of an
adjusted appraised value based on average appreciation of state leases and
increases annually.

d. The 2011 Montana legislature passed SB409, codified at §§ 77-1-208, 77-2-
235, 77-1-236, and 77-2-318, which directed the DNRC to conduct a bidding process
for currently vacant lots with an initial minimum bid of 2% of the appraised value
of the lot.

K. The State commissioned Bioeconomics, Inc. to prepare an update to the
Duffield study in 2011.

L. On January 13, 2012, MonTrust initiated the civil suit underlying this
Settlement Agreement, Cause No. BDV-2012-39, against the State of Montana ex
rel. Montana Legislature, Land Board and DNRC. Land Board is established by
Article X, § 4, of the Montana Constitution, wherein it is granted the authority to
direct, control, lease, exchange, and sell school trust lands. DNRC is a state agency
created by § 2-15-104, MCA. DNRC is currently enjoined from instituting the new

leasing rules promulgated under SB409 pending the resolution of this Litigation.

Settlement Agreement, Cause No. BDV-2012-39 - page 4
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M. Regents moved to intervene and filed a complaint in intervention. Regents is
the governing body of the Montana university system. The Court granted Regents’
request to intervene on Jan. 24, 2012.

N. MonTrust filed its amended complaint on February 13, 2012.

0. MonTrust and Regents sought declaratory and injunctive relief, alleging that
SB409, enacted into law in 2011, now codified at §§ 77-1-208, 77-1-235, 77-1-236,
and 77-2-318, MCA, and the implementing administrative rules effective January 1,
2012 as ARM Title 36, Ch. 25, Subchapter 10, violated fiduciary, trust, and
constitutional duties of the defendants.

P. MonTrust and Regents alleged that the implementing administrative rules—
particularly Alternative 3B—fail to secure for the trust a full market value rate of
return.

Q. The Montana Legislature moved to dismiss, asserting legislative immunity.
Meanwhile, the Montana State Leaseholders Association (“MSLA”) successfully
moved to intervene. MSLA is a non-profit association comprised of owners of cabin
site leases. The parties then stipulated to amendment of the caption and clarified
that the Montana Legislature was not a party or relator to the action, leaving only
the State and MSLA as defendants.

R. The State filed its Answer to MonTrust’'s Amended Complaint on March 19,

2012, and its Answer to Regent’s Complaint-in-Intervention on February 29, 2012,

Settlement Agreement, Cause No. BDV-2012-39 - page 5
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S. MSLA filed its cross-complaint against the State on April 13, 2012,
requesting declaratory relief from administrative rules ARM 36.25.1016-1021. The
State answered MSLA’s cross-complaint on May 1, 2012,

T. MSLA filed a motion for partial summary judgment on the facial
constitutionality of § 77-1-235(1), MCA, on January 24, 2013. The motion was
opposed by all other parties. MSLA’s motion was denied on April 25, 2013.

U. Bioceconomics created an addendum to its own 2011 study in 2015.

V. By this Settlement Agreement, MonTrust, Regents, MSLA, and the State
seek to resolve all of the claims between them.

III. COVENANTS
We, MonTrust, Regents, MSLA, and the State agree as follows:

1. JURISDICTION AND VENUE: The Montana First Judicial District

Court has personal jurisdiction over the parties and jurisdiction over the subject
matter pursuant to Montana law. Venue is proper in the First Judicial District
Court, Lewis & Clark County. The parties will not challenge the terms or validity
of this Settlement Agreement or contest this Court’s jurisdiction to enter or enforce
this Settlement Agreement by Consent Decree in this or any subsequent proceeding
arising from it.

2. PROVISIONS VOID: SB409 and the implementing regulations for

S5B409 are void and shall not be enforced or implemented. The following provisions

of administrative Alternative 3B contained in MAR Notice No. 36-22-143, at 1

Settlement Agreement, Cause No. BDV-2012-39 - page 6
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Mont. Admin. Reg. 40 (Jan 14, 2010) are void and shall no longer be enforced or
implemented: New Rules III and XII.

3. PERMANENT INJUNCTION: Consistent with this Agreement, the

parties agree to a permanent injunction of the implementation of SB409, its
implementing regulations, and those portions of Alternative 3B described in
paragraph 2, above.

4, SUMMARY JUDGMENT: Regents, joined by MonTrust, have moved

for summary judgment declaring the provisions described in paragraph 2
unconstitutional. MSLA and the State will not oppose the motion. Applicability
and implementation of this Settlement Agreement, based on the implementation
provisions in paragraph 5 of this Agreement, is contingent upon receiving an order
granting summary judgment and a decree implementing the summary judgment.
The parties intend that this Settlement Agreement shall be incorporated into any
final judgment in this case.

5. IMPLEMENTATION: Upon the acceptance of this Settlement

Agreement by a court of final jurisdiction, the State agrees to implement the
following:

a. Subject to paragraph 5(e) below, the State will offer all vacant cabin site
leases that come up for competitive bid at the minimum rate of 6.5% of the
appraised land value. Where the State has not received any bid to lease
within 60 days in response to its initial offer, the State may then offer

that lease at a minimum rate of 5% of the appraised land value. If no bid

Settlement Agreement, Cause No. BDV-2012-39 - page 7
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1s received after an additional 60 days and the property isin a
“neighborhood” (as that term is used in current DNRC practice) where
vacancies are higher than 30%, DNRC may offer said cabin site leases for
competitive bidding at less than 5%. In no case shall the annual rental
rate be less than 3.5% of the appraised land value or $800.00 per year
whichever is higher.

. Subject to paragraph 5{e) below, all cabin site leases that are renewed
without competitive bid shall be renewed at a rental rate no less than 5%
of appraised land value or $800.00 per year, whichever 1s greater.

These changes to the minimum rental rates and bids will apply to all
cabin site leases 1ssued by DNRC after the acceptance of this Settlement
Agreement by a court of final jurisdiction.

. The State may implement these provisions and any judgment resulting
therefrom with appropriate rule-making.

. Two years from the acceptance of this Settlement Agreement by a court of
final jurisdiction and every two years thereafter, the Land Board will
review the data from all competitively-bid Montana cabin site leases and
all non-competitively-bid Montana cabin site leases, complete a formal
review by an appropriately qualified, professional economist, and consider
whether to revise procedures and/or the rental rates described in
paragraph 5(a) and (b) above. Based on the results of the review required

in this paragraph, the Land Board commits to setting the rental rates for

Settlement Agreement, Cause No. BDV-2012-39 - page 8§
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cabin site leases so as capture for the trust beneficiaries the full market
value of such leases in order to maximize the cumulative long-term
revenue from cabin sites without creating vacancy rates that are
detrimental to the best financial interests of the trust beneficiaries, as
required by the Montana Constitution and Enabling Act.

6. ATTORNEYS' FEES AND COSTS: The State has placed in escrow, as

accrued funds committed by the State, the following funds for the payment of the
Parties’ reasonable attorney’s fees: for MonTrust in the amount of $ 73,045.58 and
for the Regents the amount of § 79,813.50. The State shall hold such funds in
escrow as accrued funds, and such funds shall be released by the Department to the
Plaintiffs upon the approval of this Consent Decree by both the State Board of Land
Commissioners and the District Court. If this Consent Decree is disapproved by
either the State Board of Land Commaissioners or the District Court, the funds shall
be returned to the Department and this agreement shall become void.

7. RELEASE AND COMPROMISE OF PAST CLAIMS: MonTrust
hereby compromises, settles, and releases the State of Montana from those claims
described in paragraphs 34a, 34b, 34¢, 35, and 36 of MonTRUST s Amended
Complaint in this action with prejudice. All other claims of the parties shall be

dismissed without prejudice.

The Undersigned Parties HEREBY CONSENT to the Settlement Agreement set out here
above contingent upon further approval by the State Board of Land Commissioners and
acceptance by the District Court:

Settiement Agreement, Cause No. BDV-2012-39 - page 9
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DATED: THE STATE OF MONTANA, DEPARTMENT OF
NATURAL RESOURCES AND CONSERVATION

BY:

Tommy H. Butler
Special Assistant Attorney General
Representing the Defendant, Montana DNRC

Settlement Agreement, Cause No. BDV-2012-39 - page 10
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DATED:_10-9-2015 MONTANANS FOR THE RESPONSIBLE USE OF THE
SCHOWUST A)Vé//
BY: g ‘f}’ %J
Roy H/Andes

Attorney representing the Plaintiff, Montrust

Settlement Agreement, Cause No. BDV-2012-39 - page 11

Land Board Agenda Page 96 of 155



1015-5

DATED: 0 - 8- " MONTANA STATE LEASEHOLDERS ASSOCIATION

" Peter G. Scott
Attomey representing the Intervenor-Defendants MSLA

Settlement Agreement, Cause No. BDV-2012-39 - page 13
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EASEMENTS:

A. Easements

B. Reciprocal Access Agreement:
Cadenhead

C. Reciprocal Access Agreement: Wood
Trust
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Land Board Agenda Item
October 19, 2015

1015-6A

1015-6A Easements

Location: Blaine, Chouteau, Flathead, Hill, Madison, Ravalli, Richland, Valley

Counties

Trust Benefits: Common Schools, Eastern College — MSU/Western College —

UM, Public Buildings, Public Land — Navigable Rivers

Trust Revenue: Common Schools = $142,964
Eastern College — MSU/Western College — UM = $437
Public Buildings = $1319
Public Land — Navigable Rivers = $2,280

Item Table of Contents

Applicant Right-of-Way Purpose Term Page(s)
ONEOK Rockies Midstream, LLC New Natural Gas Pipeline 30-Year 1-4
Triangle Telephone Cooperative Assoc., New Buried Permanent | 5-22
Inc. Telecommunications
Dry Prairie Rural Water Authority New Buried Water Pipeline Permanent | 23-26
ONEOK Rockies Midstream, LLC New Natural Gas Pipeline 30-Year 27-29
Charter Communications, Inc. New Buried Permanent | 30-31
Telecommunications Utility
US Fish & Wildlife Service New Public County Road Permanent | 32-33
ONEOK Rockies Midstream, LLC New Natural Gas Pipeline 30-Year 34-39
Northwestern Energy New Overhead Electric Utility Permanent | 40-41
J Burns Brown Operating New Natural Gas Pipeline 30-Year 42-46

Land Board Agenda Page 99 of 155




1015-6A

Rights of Way Applications

October 19, 2015

APPLICANTS AND RIGHTS OF WAY INFORMATION

Applicant: ONEOK Rockies Midstream, LLC
2700 Lincoln Ave SE
Sidney MT 59270

Application No.: 16992

R/W Purpose: a buried 6" natural gas pipeline

Lessee Agreement: ok

Acreage: 0.28

Compensation: $2569.00

Legal Description: 20-foot strip through SW4SW4, Sec. 36, Twp. 22N, Rge. 59E
Richland County

Trust Beneficiary: Common Schools

Iltem Summary

ONEOK Rockies Midstream, LLC has made application for one 4” and one 6” natural gas
pipelines. The pipelines were previously authorized to be installed through two land use
licenses in 2004 and 2006. This application is to convert the licenses to 30-year term
easements. ONEOK Rockies Midstream, LLC has agreed to compensation in the amount of
$70/rod which is consistent with other installations in the area.

DNRC Recommendation

The director recommends approval of these 30-year term easements for these natural gas
pipelines.
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1015-6A

Rights of Way Applications

October 19, 2015

APPLICANTS AND RIGHTS OF WAY INFORMATION

Applicant: ONEOK Rockies Midstream, LLC
2700 Lincoln Ave SE
Sidney MT 59270

Application No.: 16993

R/W Purpose: a buried 4" natural gas pipeline

Lessee Agreement: ok

Acreage: 0.15

Compensation: $1407.00

Legal Description: 20-foot strip through NE4ANW4, Sec. 36, Twp. 23N, Rge. 57E
Richland County

Trust Beneficiary: Common Schools

Iltem Summary
See page 1

DNRC Recommendation

See page 1
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1015-6A

Rights of Way Applications
October 19, 2015

APPLICANTS AND RIGHTS OF WAY INFORMATION

Applicant: ONEOK Rockies Midstream, LLC
2700 Lincoln Ave SE
Sidney MT 59270

Application No.: 16996

R/W Purpose: a buried 4” natural gas pipeline

Lessee Agreement: ok

Acreage: 0.15

Compensation: $1380.00

Legal Description: 20-foot strip through NW4NE4, Sec. 16, Twp. 24N, Rge. 56E
Richland County

Trust Beneficiary: Common Schools

ltem Summary
See page 1

DNRC Recommendation

See page 1
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Rights of Way Applications
October 19, 2015
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1015-6A

Rights of Way Applications
October 19, 2015

APPLICANTS AND RIGHTS OF WAY INFORMATION

Applicant: Triangle Telephone Cooperative Assoc., Inc.
PO Box 1220
Havre MT 59501

Application No.: 17037

R/W Purpose: a buried telecommunications cable

Lessee Agreement: ok

Acreage: 1.82

Compensation: $1638.00

Legal Description: 20-foot strip through S2SW4, SW4SE4,

Sec. 8, Twp. 24N, Rge. 11E
Chouteau County
Trust Beneficiary: Common Schools

Iltem Summary

Triangle Telephone Cooperative Association, Inc. has made application for a buried
telecommunications cable. The company is proposing to install new underground
telecommunications facilities to upgrade their current facilities and services to the Loma
Exchange serving area in and around Loma. These improvements will offer state-of-the-art
telecommunications toll and distribution facilities as well as future growth capabilities.

DNRC Recommendation

The director recommends approval of this underground telecommunications cable.
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Rights of Way Applications
October 19, 2015

APPLICANTS AND RIGHTS OF WAY INFORMATION

Applicant: Triangle Telephone Cooperative Assoc., Inc.
PO Box 1220
Havre MT 59501
Application No.: 17038
R/W Purpose: a buried telecommunications cable
Lessee Agreement: ok
Acreage: 1.17
Compensation: $1053.00
Legal Description: 20-foot strip through Government Lot 2, SEANWA4,

Sec. 7, Twp. 24N, Rge. 11E
Chouteau County
Trust Beneficiary: Common Schools

Iltem Summary
See page 5

DNRC Recommendation

See page 5
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Rights of Way Applications
October 19, 2015

APPLICANTS AND RIGHTS OF WAY INFORMATION

Applicant: Triangle Telephone Cooperative Assoc., Inc.
PO Box 1220
Havre MT 59501

Application No.: 17039

R/W Purpose: a buried telecommunications cable

Lessee Agreement: ok

Acreage: 1.12

Compensation: $1008.00

Legal Description: 20-foot strip through S2SW4, Sec. 9, Twp. 24N, Rge. 11E,
Chouteau County

Trust Beneficiary: Common Schools

ltem Summary
See page 5

DNRC Recommendation

See page 5
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1015-6A

Rights of Way Applications
October 19, 2015

APPLICANTS AND RIGHTS OF WAY INFORMATION

Applicant: Triangle Telephone Cooperative Assoc., Inc.
PO Box 1220
Havre MT 59501

Application No.: 17040

R/W Purpose: a buried telecommunications cable

Lessee Agreement: ok

Acreage: 1.21

Compensation: $1089.00

Legal Description: 20-foot strip through S2SE4, Sec. 11, Twp. 24N, Rge. 11E
Chouteau County

Trust Beneficiary: Common Schools

ltem Summary
See page 5

DNRC Recommendation

See page 5
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Rights of Way Applications
October 19, 2015

APPLICANTS AND RIGHTS OF WAY INFORMATION

Applicant: Triangle Telephone Cooperative Assoc., Inc.
PO Box 1220
Havre MT 59501

Application No.: 17041

R/W Purpose: a buried telecommunications cable

Lessee Agreement: ok

Acreage: 3.94

Compensation: $3546.00

Legal Description: 20-foot strip through S2S2, NW4SE4, SWANE4,

Sec. 12, Twp. 24N, Rge. 11E
Chouteau County
Trust Beneficiary: Common Schools

Iltem Summary
See page 5

DNRC Recommendation

See page 5
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Rights of Way Applications
October 19, 2015

APPLICANTS AND RIGHTS OF WAY INFORMATION

Applicant: Triangle Telephone Cooperative Assoc., Inc.
PO Box 1220
Havre MT 59501

Application No.: 17042

R/W Purpose: a buried telecommunications cable

Lessee Agreement: ok

Acreage: 0.14

Compensation: $100.00

Legal Description: 20-foot strip through NW4NW4, Sec. 16, Twp. 24N, Rge. 11E
Chouteau County

Trust Beneficiary: Common Schools

ltem Summary
See page 5

DNRC Recommendation

See page 5
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Rights of Way Applications
October 19, 2015

APPLICANTS AND RIGHTS OF WAY INFORMATION

Applicant: Triangle Telephone Cooperative Assoc., Inc.
PO Box 1220
Havre MT 59501

Application No.: 17043

R/W Purpose: a buried telecommunications cable

Lessee Agreement: ok

Acreage: 1.79

Compensation: $1611.00

Legal Description: 20-foot strip through N2NW4, SE4ANW4,

Sec. 20, Twp. 24N, Rge. 11E
Chouteau County
Trust Beneficiary: Common Schools

Iltem Summary
See page 5

DNRC Recommendation

See page 5
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Rights of Way Applications
October 19, 2015

APPLICANTS AND RIGHTS OF WAY INFORMATION

Applicant: Triangle Telephone Cooperative Assoc., Inc.
PO Box 1220
Havre MT 59501

Application No.: 17044

R/W Purpose: a buried telecommunications cable

Lessee Agreement: ok

Acreage: 0.42

Compensation: $126.00

Legal Description: 20-foot strip through SE4SE4, Sec. 17, Twp. 24N, Rge. 11E,
Chouteau County

Trust Beneficiary: Common Schools

ltem Summary
See page 5

DNRC Recommendation

See page 5
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1015-6A

Rights of Way Applications

October 19, 2015

APPLICANTS AND RIGHTS OF WAY INFORMATION

Applicant:

Application No.:
R/W Purpose:

Lessee Agreement:

Acreage:
Compensation:
Legal Description:

Trust Beneficiary:

Iltem Summary

Triangle Telephone Cooperative Assoc., Inc.
PO Box 1220
Havre MT 59501

17045

a buried telecommunications cable under the Marias River
ok

0.14

$100.00

20-foot strip through Government Lots 9 & 10,

Sec. 12, Twp. 25N, Rge. 9E

Chouteau County

Public Land — Navigable Rivers

See page 5. In addition, this line crosses through sage grouse general habitat area. Pursuant
to Sage Grouse Executive Order No. 12-2015, special stipulations will be placed in the easement

document to address mitigation measures such as restrictions related to construction time

periods.

DNRC Recommendation

See page 5
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1015-6A

Rights of Way Applications

October 19, 2015

APPLICANTS AND RIGHTS OF WAY INFORMATION

Applicant:

Application No.:
R/W Purpose:

Lessee Agreement:

Acreage:
Compensation:
Legal Description:

Trust Beneficiary:

Iltem Summary

Triangle Telephone Cooperative Assoc., Inc.
PO Box 1220
Havre MT 59501

17046

a buried telecommunications cable under the Missouri River
ok

0.16

$100.00

20-foot strip through Government Lots 8 & 9,

Sec. 18, Twp. 25N, Rge. 10E

Chouteau County

Public Land — Navigable Rivers

See page 5. In addition, this line crosses through sage grouse general habitat area. Pursuant
to Sage Grouse Executive Order No. 12-2015, special stipulations will be placed in the easement

document to address mitigation measures, such as restrictions related to construction time

periods.

DNRC Recommendation

See page 5
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1015-6A

Rights of Way Applications
October 19, 2015

APPLICANTS AND RIGHTS OF WAY INFORMATION

Applicant: Triangle Telephone Cooperative Assoc., Inc.
PO Box 1220
Havre MT 59501

Application No.: 17047

R/W Purpose: a buried telecommunications cable

Lessee Agreement: ok

Acreage: 2.47

Compensation: $2223.00

Legal Description: 20-foot strip through W2W2, Sec. 3, Twp. 25N, Rge. 11E
Chouteau County

Trust Beneficiary: Common Schools

ltem Summary
See page 5

DNRC Recommendation

See page 5
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Rights of Way Applications
October 19, 2015

APPLICANTS AND RIGHTS OF WAY INFORMATION

Applicant: Triangle Telephone Cooperative Assoc., Inc.
PO Box 1220
Havre MT 59501

Application No.: 17048

R/W Purpose: a buried telecommunications cable

Lessee Agreement: ok

Acreage: 2.61

Compensation: $2349.00

Legal Description: 20-foot strip through S2S2, Sec. 4, Twp. 25N, Rge. 11E
Chouteau County

Trust Beneficiary: Common Schools

ltem Summary
See page 5

DNRC Recommendation

See page 5
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Rights of Way Applications
October 19, 2015

APPLICANTS AND RIGHTS OF WAY INFORMATION

Applicant: Triangle Telephone Cooperative Assoc., Inc.
PO Box 1220
Havre MT 59501

Application No.: 17049

R/W Purpose: a buried telecommunications cable

Lessee Agreement: ok

Acreage: 2.53

Compensation: $2277.00

Legal Description: 20-foot strip through W2W2, Sec. 8, Twp. 25N, Rge. 11E
Chouteau County

Trust Beneficiary: Common Schools

ltem Summary
See page 5

DNRC Recommendation

See page 5
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Rights of Way Applications
October 19, 2015

APPLICANTS AND RIGHTS OF WAY INFORMATION

Applicant: Triangle Telephone Cooperative Assoc., Inc.
PO Box 1220
Havre MT 59501

Application No.: 17050

R/W Purpose: a buried telecommunications cable

Lessee Agreement: ok

Acreage: 3.53

Compensation: $3177.00

Legal Description: 20-foot strip through W2W2, SE4ASW4,

Sec. 17, Twp. 25N, Rge. 11E
Chouteau County
Trust Beneficiary: Common Schools

Iltem Summary
See page 5

DNRC Recommendation

See page 5
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1015-6A

Rights of Way Applications
October 19, 2015

APPLICANTS AND RIGHTS OF WAY INFORMATION

Applicant: Triangle Telephone Cooperative Assoc., Inc.
PO Box 1220
Havre MT 59501

Application No.: 17051

R/W Purpose: a buried telecommunications cable

Lessee Agreement: ok

Acreage: 1.2

Compensation: $360.00

Legal Description: 20-foot strip through N2NW4, Sec. 19, Twp. 25N, Rge. 11E
Chouteau County

Trust Beneficiary: Common Schools

ltem Summary
See page 5

DNRC Recommendation

See page 5
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Rights of Way Applications
October 19, 2015

APPLICANTS AND RIGHTS OF WAY INFORMATION

Applicant: Triangle Telephone Cooperative Assoc., Inc.
PO Box 1220
Havre MT 59501

Application No.: 17052

R/W Purpose: a buried telecommunications cable

Lessee Agreement: ok

Acreage: 0.97

Compensation: $291.00

Legal Description: 20-foot strip through W2SW4, Sec. 21, Twp. 25N, Rge. 11E
Chouteau County

Trust Beneficiary: Common Schools

ltem Summary
See page 5

DNRC Recommendation

See page 5
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1015-6A

Rights of Way Applications
October 19, 2015

APPLICANTS AND RIGHTS OF WAY INFORMATION

Applicant: Triangle Telephone Cooperative Assoc., Inc.
PO Box 1220
Havre MT 59501

Application No.: 17053

R/W Purpose: a buried telecommunications cable

Lessee Agreement: ok

Acreage: 4.99

Compensation: $4491.00

Legal Description: 20-foot strip through N2N2, E2E2, Sec. 16, Twp. 26N, Rge. 9E
Chouteau County

Trust Beneficiary: Common Schools

ltem Summary
See page 5

DNRC Recommendation

See page 5
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Rights of Way Applications
October 19, 2015
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1015-6A

Rights of Way Applications
October 19, 2015

APPLICANTS AND RIGHTS OF WAY INFORMATION
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Rights of Way Applications
October 19, 2015
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1015-6A

Rights of Way Applications
October 19, 2015

APPLICANTS AND RIGHTS OF WAY INFORMATION

Applicant: Dry Prairie Rural Water Authority
PO Box 577
Culbertson MT 59218

Application No.: 17059

R/W Purpose: a buried 3” transmission water pipeline and associated
appurtenances

Lessee Agreement: ok

Acreage: 3.8

Compensation: $1045.00

Legal Description: 30-foot strip through N2N2, Sec. 16, Twp. 29N, Rge. 39E
Valley County

Trust Beneficiary: Common Shcools

Iltem Summary

Dry Prairie Rural Water Authority has made application for one 3” transmission water pipelines
and associated appurtenances. The proposed pipelines are part of the water system currently
under construction to bring quality drinking water to the Fort Peck area. Based on engineering
design requirements and topographical features, the crossing of state land was necessary.
Additionally, the route chosen will help reduce costs associated with this federally funded
system.

DNRC Recommendation

The director recommends approval of this 3” water transmission pipeline. In addition, this line
crosses through sage grouse general habitat area. Pursuant to Sage Grouse Executive Order
No. 12-2015, special stipulations will be placed in the easement document to address mitigation
measures, such as restrictions related to construction time periods.

25
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1015-6A

Rights of Way Applications
October 19, 2015
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Rights of Way Applications

October 19, 2015

APPLICANTS AND RIGHTS OF WAY INFORMATION

1015-6A

Applicant:

Application No.:
R/W Purpose:

Lessee Agreement:

Acreage:
Compensation:
Legal Description:

Trust Beneficiary:

Iltem Summary

ONEOK Rockies Midstream, LLC
2700 Lincoln Ave SE
Sidney MT 59270

17085

a 4” buried natural gas pipeline

ok

1.55

$14,308.00

20-foot strip through SE4SW4, S2SE4,
Sec. 36, Twp. 24N, Rge. 54E

Richland County

Common Schools

ONEOK Rockies Midstream, LLC has made application for one 4” and one 8" natural gas
pipeline. The pipelines were previously authorized to be installed through two land use licenses
in 2004 and 2006. This application is to convert the licenses to 30-year term easements.
ONEOK Rockies Midstream, LLC has agreed to compensation in the amount of $70/rod which
is consistent with other installations in the area.

DNRC Recommendation

The director recommends approval of these 30-year term easements for these natural gas

pipelines.
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1015-6A

Rights of Way Applications
October 19, 2015

APPLICANTS AND RIGHTS OF WAY INFORMATION

Applicant: ONEOK Rockies Midstream, LLC
2700 Lincoln Ave SE
Sidney MT 59270

Application No.: 17086

R/W Purpose: a 8” buried natural gas pipeline

Lessee Agreement: ok

Acreage: 0.39

Compensation: $2882.00

Legal Description: 25-foot strip through SE4SW4, Sec. 16, Twp. 24N, Rge. 55E
Richland County

Trust Beneficiary: Common Schools

ltem Summary
See page 27

DNRC Recommendation

See page 27
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Rights of Way Applications
October 19, 2015

1015-6A
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Rights of Way Applications
October 19, 2015

APPLICANTS AND RIGHTS OF WAY INFORMATION

Applicant: Charter Communications, Inc.
333 1ST Ave E
Kalispell MT 59901

Application No.: 17087

R/W Purpose: a buried telecommunications cable

Lessee Agreement: ok

Acreage: 0.11

Compensation: $2080.00

Legal Description: 20-foot strip under the Bitterroot River in NW4SW4, Sec. 22, Twp.
9N, Rge. 20W
Ravalli County

Trust Beneficiary: Public Land Trust — Navigable Rivers

Iltem Summary

Charter Communications, Inc. has made application for an easement to bore under the
Bitterroot River as part of the Stevensville Fiber Optic Rebuild Project. The purpose of the
project is to provide fast and reliable broadband communication to residents and businesses in
the town of Stevensville. The bore hole will be approximately 2” in diameter and located at least
6’ below the deepest channel.

DNRC Recommendation

The director recommends approval of this buried telecommunications cable.
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Rights of Way Applications
October 19, 2015
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Rights of Way Applications
October 19, 2015

APPLICANTS AND RIGHTS OF WAY INFORMATION

Applicant: US Fish and Wildlife Service
Box 25486, DFC
Denver CO 80225

Application No.: 17088

R/W Purpose: a public road

Lessee Agreement: ok

Acreage: 9.18

Compensation: $13,770.00

Legal Description: tract of land in the SWANW4, W2SE4, SE4ASE4,

Sec. 16, Twp. 28N, Rge. 26W
Flathead County
Trust Beneficiary: Common Schools

Iltem Summary

The US Fish and Wildlife Service (USFWS) has made application for the relocation of an
existing (non-compliant) public county road—also known as Pleasant Valley Road—in Flathead
County. The request for the relocation of the road is part of the Lost Trail National Wildlife
Refuge Pleasant Valley Road Relocation and Stream and Wetland Restoration Project. The
USFWS in cooperation with Flathead County and Natural Resources Conservation Service
(NRCS) was awarded a grant through the US Department of Transportation Federal Lands
Access Program to improve public access and safety on a portion of Pleasant Valley Road. In
addition to improving public access and safety, the USFWS and NRCS will also restore a
portion of Pleasant Valley Creek which is currently impacted by the presence of the road within
the historical floodplain. A determination was made that the most viable option to improve
access, reduce maintenance costs, and restore the natural hydrology was to relocate
approximately 3.03 miles of roadway out of the floodplain habitat (0.71 mile of which is state
school trust lands). Currently there is 0.1 mile of road on trust lands which will be reclaimed as
a result of the project. USFWS will hold the public road easement in its name; however,
Flathead County will provide maintenance.

DNRC Recommendation

The director recommends approval of this public county road application.
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Rights of Way Applications
October 19, 2015

APPLICANTS AND RIGHTS OF WAY INFORMATION

Applicant: ONEOK Rockies Midstream, LLC
2700 Lincoln Ave SE
Sidney MT 59270

Application No.: 17089

R/W Purpose: a 4” buried natural gas pipeline

Lessee Agreement: ok

Acreage: 0.32

Compensation: $2921.00

Legal Description: 20-foot strip through NW4ANWA4, Sec. 16, Twp. 23N, Rge. 57E
Richland County

Trust Beneficiary: Common Schools

ltem Summary

ONEOK Rockies Midstream, LLC has made application for four 4" and one 6” natural gas
pipelines. The pipelines were previously authorized to be installed through two land use
licenses in 2003 and 2006. This application is to convert the licenses to 30-year term
easements. ONEOK Rockies Midstream, LLC has agreed to compensation in the amount of
$70/rod which is consistent with other installations in the area.

DNRC Recommendation

The director recommends approval of these 30-year term easements for these natural gas
pipelines.

34

Land Board Agenda Page 133 of 155



1015-6A

Rights of Way Applications
October 19, 2015

APPLICANTS AND RIGHTS OF WAY INFORMATION

Applicant: ONEOK Rockies Midstream, LLC
2700 Lincoln Ave SE
Sidney MT 59270

Application No.: 17090

R/W Purpose: a 6” buried natural gas pipeline

Lessee Agreement: ok

Acreage: 2.89

Compensation: $26,711.00

Legal Description: 20-foot strip through E2SW4, W2SE4, S2NW4, N2NW4,

Sec. 36, Twp. 23N, Rge. 57E
Richland County
Trust Beneficiary: Common Schools

Iltem Summary
See page 34

DNRC Recommendation

See page 34
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October 19, 2015

APPLICANTS AND RIGHTS OF WAY INFORMATION

1015-6A

Applicant:

Application No.:
R/W Purpose:

Lessee Agreement:

Acreage:
Compensation:
Legal Description:

Trust Beneficiary:

Iltem Summary

See page 34

DNRC Recommendation

See page 34

ONEOK Rockies Midstream, LLC
2700 Lincoln Ave SE
Sidney MT 59270

17091

a 4” buried natural gas pipeline

ok

2.27

$20,862.00

20-foot strip through E2SE4, E2NEA4,
Sec. 36, Twp. 25N, Rge. 53E
Richland County

Common Schools
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Rights of Way Applications
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APPLICANTS AND RIGHTS OF WAY INFORMATION

1015-6A

Applicant:

Application No.:
R/W Purpose:

Lessee Agreement:

Acreage:
Compensation:
Legal Description:

Trust Beneficiary:

Iltem Summary

See page 34

DNRC Recommendation

See page 34

ONEOK Rockies Midstream, LLC
2700 Lincoln Ave SE
Sidney MT 59270

17092

a 4” buried natural gas pipeline

ok

1.2

$11,095.00

20-foot strip through S2NW4, N2SW4,
Sec. 5, Twp. 25N, Rge. 57E

Richland County

Common Schools

37

Land Board Agenda Page 136 of 155



1015-6A

Rights of Way Applications
October 19, 2015

APPLICANTS AND RIGHTS OF WAY INFORMATION

Applicant: ONEOK Rockies Midstream, LLC
2700 Lincoln Ave SE
Sidney MT 59270

Application No.: 17093

R/W Purpose: a 4” buried natural gas pipeline

Lessee Agreement: ok

Acreage: 0.56

Compensation: $5139.00

Legal Description: 20-foot strip through S2NW4, Sec. 5, Twp. 25N, Rge. 57E
Richland County

Trust Beneficiary: Common Schools

ltem Summary

See page 34

Department Recommendation

See page 34
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Rights of Way Applications
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Rights of Way Applications
October 19, 2015

APPLICANTS AND RIGHTS OF WAY INFORMATION

Applicant: Northwestern Energy
40 E Broadway
Butte MT 59701

Application No.: 17094

R/W Purpose: a buried 7.2kV distribution line

Lessee Agreement: ok

Acreage: 0.64

Compensation: $437.00

Legal Description: 20-foot strip through SW4SW4, Sec. 29; SE4SE4, Sec. 30

Twp. 3S, Rge. 6W,
Madison County
Trust Beneficiary: Eastern College — MSU/Western College

Iltem Summary

Northwestern Energy has made application to install a buried 7.2kV distribution line to provide
service to a private home site. The new line will tie in to an existing powerline facility on the
state section that is currently under easement. The proposed route is the most direct route and
will cause the least amount of environmental impact.

DNRC Recommendation

The director recommends approval of this buried distribution line.

40

Land Board Agenda Page 139 of 155



1015-6A

Rights of Way Applications
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ff 2 ‘\:"\‘,
P Y
¥ @
o
/"’ &
J
~ T
7 288W 25 4W 253W
|
IS EwW 35 4W 353V
TMADISON
45 8W 45 4W | 45 3W
. i ey
- o
L NN

41

Land Board Agenda Page 140 of 155



1015-6A

Rights of Way Applications
October 19, 2015

APPLICANTS AND RIGHTS OF WAY INFORMATION

Applicant: J Burns Brown Operating
PO Box 420
Havre MT 59501
Application No.: 17096
R/W Purpose: a buried 4” natural gas pipeline
Lessee Agreement: ok
Acreage: 0.77
Compensation: $1527.00
Legal Description: 20-foot strip through Government Lot 3, SE4ANW4,
Sec. 6, Twp. 34N, Rge. 15E
Hill County
Trust Beneficiary: Common Schools, Public Buildings

Iltem Summary

J Burns Brown Operating has made application for one 4” and one 6” natural gas pipeline. The
pipelines were previously authorized to be installed through two land use licenses in 2004. This
application is to convert the licenses to 30-year term easements. The recommended
compensation is $15/rod which is consistent with other installations in the area.

DNRC Recommendation

The director recommends approval of these 30-year term easements for these natural gas
pipelines.
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Rights of Way Applications

October 19, 2015

APPLICANTS AND RIGHTS OF WAY INFORMATION

1015-6A

Applicant:

Application No.:
R/W Purpose:

Lessee Agreement:

Acreage:
Compensation:
Legal Description:

Trust Beneficiary:

ltem Summary

See page 42

DNRC Recommendation

See page 42

J Burns Brown Operating
PO Box 420
Havre MT 59501

17097

a buried 4” natural gas pipeline

ok

1.06

$2087.00

20-foot strip through Government Lots 1 & 2, NEANW4
Sec. 7, Twp. 34N, Rge. 15E

Hill County

Common Schools
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Rights of Way Applications
October 19, 2015

APPLICANTS AND RIGHTS OF WAY INFORMATION

Applicant: J Burns Brown Operating
PO Box 420
Havre MT 59501
Application No.: 17098
R/W Purpose: a buried 6” natural gas pipeline
Lessee Agreement: ok
Acreage: 2.95
Compensation: $5850.00
Legal Description: 20-foot strip through W2NW4, NW4SW4, E2SW4, SW4SE4

Sec. 16, Twp. 35N, Rge. 18E
Blaine County
Trust Beneficiary: Common Schools

ltem Summary
See page 42

DNRC Recommendation

See page 42

44

Land Board Agenda Page 143 of 155



1015-6A

Rights of Way Applications
October 19, 2015

APPLICANTS AND RIGHTS OF WAY INFORMATION

Applicant: J Burns Brown Operating
PO Box 420
Havre MT 59501
Application No.: 17099
R/W Purpose: a buried 6” natural gas pipeline
Lessee Agreement: ok
Acreage: 2.63
Compensation: $5191.00
Legal Description: 20-foot strip through SW4ANW4, NW4SW4, E2SW4, S2SE4

Sec. 36, Twp. 35N, Rge. 18E
Blaine County
Trust Beneficiary: Common Schools

ltem Summary
See page 42

DNRC Recommendation

See page 42
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Land Board Agenda ltem
October 19, 2015

1015-6B Reciprocal Access Agreement: Cadenhead

Location: Flathead, Sanders Counties

Trust Benefits: Common Schools, Eastern College — MSU/Western College,
MSU Morrill

Trust Revenue: N/A

Item Summary

l. Applicant:
LUPFER ROAD USER’S ASSOCIATION

6700 Hwy 93 W
P.O. Box 1104
Whitefish, MT 59937

IIl.  Purpose of Reciprocal Access Agreement:
State land is intermingled with Lupfer Road Users Association (cooperator) members’
property. In order for both parties to gain legal access, they have proposed to exchange
easements as part of this Reciprocal Access Agreement (agreement).

The state will grant a perpetual non-exclusive easement, 40 feet in width, to cooperator for
the purpose of constructing, reconstructing, maintaining, repairing, and using a road or
road segment for all lawful purposes, including buried utilities.

Cooperator will secure and deliver access rights, 60 feet in width, in favor of the state for
all lawful purposes including buried utilities, across Gerald A. Wempner property in
Sanders County.

IR Legal Description (R/W):

Flathead County:
State land burdened - Sec. 17, T32N, R23W -  5.53 acres (S.N.S.)
Sec. 20, T32N, R23W -  1.65 acres (A.C.I.)
Sec. 21, T32N, R23W —  4.94 acres (S.N.S.)
State land benefited - none

Coop. land burdened - none
Coop. land benefited - Sec. 20, T32N, R23W — 26.65 acres
TRACT 1, C.0.S. 17607, in SEYSEYx;
TRACT 2, C.0.S. 17607, in SEY4SEY%;
TRACT 1, C.0.S. 19710, in NEY4SEYa
Sanders County:
State land benefited - Sec. 18, T20N, R26W — 113.94 acres (C.S.)

Cooperator to secure - Sec. 13, T20N, R27W — 5.09 acres
grant across 3rd party
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Total R/W Acres:

State grant to coop.: 12.12 acres (40-ft)
3" party grant to state: ~ 5.09 acres (60-ft)

Total R/W Miles:

State grant to coop.: 2.50 miles

3" party grant to state: ~ 0.70 mile

1015-6B

General Information:
Land Office: Northwest Land Office
Unit Office: Stillwater Unit and Plains Unit
County: Flathead and Sanders
Affected Trusts: Eastern College — MSU/Western College (S.N.S.)

MSU - Morrill (A.C.1.)
Common Schools (C.S.)

Land Classification: Forest

VI. Costs to be Borne by Each Party:

Excess costs, by land value and road costs are summarized as follows:

EXCESS COSTS

State Owes Cooperator Owes

Cooperator State
Land Value $ 9,996 $ 2,454
Road Costs $ 1,337
Total Value/Costs $ 9,996 $ 3,791
NET BALANCE
Land Value $ 7,542
Road Costs $ 1,337
Subtotals $ 6,205

TOTAL LAND AND ROAD $ 6,205

Cooperator will receive credit of $9,996 for the state’s proportionate share of the right-of-
way acquisition cost of the “Wempner” easement.

Land values are calculated with consideration given to trusts burdened and trusts
benefited by the easement granted. The remaining net balance of $6,205 the state
owes cooperator will be paid in cash after approval of this agreement by the Land
Board and receipt of the “Wempner” easement.

VI. Results of MEPA Analysis:

No significant impacts are expected and no further analysis required.

VII. Benefits to State:

1. Describe the rights regarding which DNRC lands are being accessed.
e The agreement provides full permanent access for all lawful purposes
(including utilities) to 113.94 acres of state trust lands (Common Schools).

2. Describe the public access situation and the effects of this agreement.
e As aresult of this agreement, there will be no change to the access rights in
favor of the public (no public access to state section 18).
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3. Describe other benefits associated with completing the agreement.

e The agreement provides for acquisition costs to be shared and thereby reduces:
access acquisition costs; shared financial obligations for road maintenance'
resurfacing; weed management; and road reconstruction—if need be—to current
road standards.

e The agreement provides for legal access for land management opportunities and
other uses if need be.

DNRC Recommendation
After review of the documents, exhibits, and benefits to the state, the director recommends
approval of this proposed reciprocal access agreement with the cooperator.

LOCATION OF ACCESS TO BE GRANATED

Land Board Agenda Page 148 of 155



1015-6B

Land Board Agenda Page 149 of 155



1015-6B
LOCATION OF ACCESS TO BE ACQUIRED

Land Board Agenda Page 150 of 155



1015-6B

Land Board Agenda Page 151 of 155



1015-6C
Land Board Agenda ltem
October 19, 2015

1015-6C Reciprocal Access Agreement: Wood Trust

Location: Park County
Trust Benefits: Common Schools

Trust Revenue: N/A

Item Summary

Applicant:
Donald E. Wood and Alberta M. Wood Surviving Spouse’s Trust and Donald E. Wood and

Alberta M. Wood Family Bypass Trust, whose address is 682 East Frontage Road,
Livingston, MT 59047; and Roy E. Wood, whose address is 684 East Frontage Road,
Livingston, MT 59047-9012

Purpose of Reciprocal Access Agreement:

State land is intermingled with lands owned and managed by Wood (cooperator). In order
for both parties to gain legal access, they have proposed to exchange easements as part
of this reciprocal access agreement.

The state will grant an easement to cooperator, 60 feet in width, for all lawful purposes,
including buried utilities, for access to Cooperator lands in the “Wood Trust” area.

Cooperator will grant an easement to the state, 60 feet in width, for all lawful purposes,
including buried utilities, for access to state lands in the “Wood Trust” area. Cooperator
will also secure and deliver similar access rights in favor of the state, 60 feet in width,
across Greeley Creek Ranch, Inc.

Legal Description (R/W):

Park County:
State land burdened - Sec. 16, T2S, R12E - 16.80 acres (C.S.)
State land benefited - Sec. 16, T2S, R12E — 640.00 acres (C.S.)

Coop. land burdened - Sec. 4 and 9, T2S, R12E — 9.67 acres
Coop. land benefited - Sec. 15, T2S, R12E- W1/2W1/2
Sec. 21, T2S, R12E - All
Sec. 22, T2S, R12E - W1/2W1/2
Sec. 28, T2S, R12E - N1/2NE1/4, SW1/4ANE1/4, W1/2

(Also, grant across third party private in NW1/4NW1/4 and SW1/4SW1/4,
Sec. 9, T2S, R12E — 1.52 acres)

Total R/W Acres:
State grant to coop.: 16.80 acres (60-ft)
Coop. grant to state: 9.67 acres (60-ft)
3" party grant to state: ~ 1.52 acres (60-ft)
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V.

VI.

VI.

VII.

Total R/W Miles:

State grant to coop:
Coop grant to state:

2.31 miles
1.33 miles

3" party grant to state: ~ 0.21 mile

General Information:

Land Office:

Unit Office:
County:

Affected Trusts:
Land Classification:

Central Land Office
Bozeman Unit

Park

Common Schools (C.S.)
Grazing

Costs to be Borne by Each Party:

1015-6C

Excess costs, by land value and road costs are summarized as follows:

EXCESS COSTS
State Owes Cooperator Owes
Cooperator State
Land Value $ 5,504 $ 17,294
Road Costs $ 9,036 $ 19,150
Total Value/Costs $ 14,540 $ 36,444
NET BALANCE
Land Value $ 11,790
Road Costs $ 10,114
Subtotals $ 21,904
TOTAL LAND AND ROAD $ 21,904

Land values are calculated with consideration given to trusts burdened and trusts
benefited by the easement granted. The remaining net balance of $21,904 that the
cooperator owes state will be paid in cash after approval of this agreement by the Land

Board.

Results of MEPA Analysis:

No significant impacts are expected and no further analysis required

Benefits to State:

1. Describe the rights regarding which DNRC lands are being accessed.
e The agreement provides full permanent access for all lawful purposes to 640
acres of state trust lands (Common Schools).

2. Describe the public access situation and the effects of this agreement.
e As aresult of this agreement, there will be no change to the access rights in
favor of the public across (no public access to state Section 16).

3. Describe other benefits associated with completing the agreement.
e The agreement provides for acquisition costs to be shared and thereby reduces:
access acquisition costs; shared financial obligations for road maintenance;
resurfacing; weed management; and road reconstruction—if need be—to current

road standards.

e The agreement provides for legal access for land management opportunities and

other uses if need be.
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o Cooperator will construct/reconstruct the road into state Section 16 and tie into the
existing road system, providing for a more efficient access/haul route for future
management activities.

DNRC Recommendation
After review of the documents, exhibits, and benefits to the state, the director recommends
approval of this proposed reciprocal access agreement with the cooperator.

VICINITY MAP
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