UNITED STATES COURT OF APPEALS FOR THE NINTH CIRCUIT

Montana Homes LLC v. BNSF Railway Co.

287 F. App'x 596 (9th Cir. 2008) - Decided July 22, 2008

SUMMARY

The Ninth Circuit affirmed enforcement of a settlement agreement between Montana Homes LI.C and

BNSF Railway Co. concerning contamination claims arising from BNSF's Livingston maintenance

shop complex. Applying Montana contract law, the court held that Montana Homes unconditionally

accepted the settlement through its attorney and that the settlement was enforceable despite the

absence of a finalized signed agreement. The court further held that the land conveyance was

severable from the release of contamination claims and affirmed enforcement of the release portion

while declining to enforce the conveyance on Statute of Frauds grounds.
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Montana Homes appealed the district court's order partially enforcing
a settlement agreement with BNSF. The district court enforced the
release-of-claims portion but declined to enforce the conveyance of

Montana Homes' property on statute-of-frauds grounds.

The enforceability of a settlement agreement is reviewed for abuse of
discretion; reversal is warranted only for an error of law or clearly
erroneous factual findings. Interpretation of state law is reviewed de

novo.
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QUESTIONS PRESENTED

1. Whether the parties formed an enforceable settlement agreement under Montana law when Montana
Homes' attorney unconditionally accepted BNSF's offer and Montana Homes did not promptly disavow

the attorney's authority.

2. Whether the property sale was severable from the settlement of Montana Homes' environmental claims.

HOLDINGS

1. The parties entered into an enforceable settlement agreement because Montana Homes unconditionally
accepted BNSF's settlement offer, and Montana Homes did not promptly disavow its attorney's acts or

otherwise manifest an intent not to be bound.

2. The property sale was severable from the release of Montana Homes' environmental claims because the
agreement provided separate consideration and purposes for the two components and contained an

express severability provision.

KEY QUOTATIONS

“Under Montana law, a settlement “agreement is binding if made by an unconditional offer, and accepted

unconditionally.”” (at 597)

“The district court did not err under Montana law in concluding that the land sale was severable from the
release of claims in light of the separate consideration for the sale of land, the separate purpose of settling the

contamination claims, and the express severability of the contract.” (at 599)

FACTUAL BACKGROUND

Montana Homes sued BNSF for cleanup costs related to contamination from BNSF's Livingston maintenance
shop complex. The parties exchanged settlement communications and circulated an agreement providing for
$152,500 to settle the claims and $360,000 for conveyance of Montana Homes' property. They repeatedly
informed the district court that the case had settled, but after delays in finalizing the documents, Montana

Homes' manager sought additional money.

PROCEDURAL HISTORY

Montana Homes sued BNSF for cleanup costs arising from contamination allegedly leaking from BNSF's
Livingston maintenance shop complex. After the parties manifested an agreement to settle, Montana Homes'
manager later sought more money. On BNSF's motion, the district court enforced the settlement's release-of-

claims provision but refused to enforce the property-conveyance provision. The Ninth Circuit affirmed.

DISPOSITION

affirmed
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