BEFORE THE | NDUSTRI AL COWM SSI ON
OF THE STATE OF NORTH DAKOTA

CASES NCS. 1004 AND 1005
ORDER NO. 1082

CASE 1004: ON A MOTI ON OF THE COVM SSI ON
TO CONSI DER THE APPLI CATI ON OF NORTH
AMERI CAN ROYALTI ES, I NC., FOR AN ORDER
POCLI NG ALL | NTERESTS I N THE DI CKI NSON-
HEATH IN THE S/ 2 OF SECTI ON 15, TOMNSH P
140 NORTH, RANGE 96 WEST, STARK COUNTY,
NORTH DAKOTA.

AND

CASE 1005: ON A MOTION OF THE COW SSI ON
TO CONSI DER THE APPLI CATI ON OF CARDI NAL
PETROLEUM COVPANY FOR AN ORDER

POOLI NG ALL I NTEREST I N THE DI CKI NSON-
HEATH IN THE E/ 2 OF SECTION 15, TOMNSH P
140 NORTH, RANGE 96 WEST, STARK

COUNTY, NORTH DAKOTA.

ORDER OF THE COWM SSI ON
BY THE COW SSI ON:

Pursuant to |l egal notice these causes came on for hearing at 9:30 a.m
on the 20th day of August, 1970, at Bismarck, North Dakota, before the
Industrial Commission of North Dakota, hereinafter referred to as the
" Commi ssion. "

NOW on this 8th day of Septenber, 1970, the Conmi ssion, a quorum
bei ng present, having considered the testinony adduced, and the exhibits
received at said hearing, and being fully advised in the premn ses,

FI NDS:

(1) That due public notice having been given as required by |law, the
Conmi ssion has jurisdiction of these causes and the subject matter thereof.

(2) That since Cases 1004 and 1005 invol ved essentially the sane
matter, the two cases were conbi ned for hearing.

(3) That the applicants are owners of oil and gas interests in Section
15, Township 140 North, Range 96 West, Stark County, North Dakot a.

(4) That by previous order (Oder #920) of the Comm ssion this area
has been spaced at 320 acres for each well with the well locations to be in
the NWand SE quarter of each section; that said order did not specify
whet her the 320 acre spacing units would consist of the north and south
one-hal f of each section or the east and west one-half of each section

(5) That Cardinal Petrol eum Conpany received a permit to drill a well
and did drill a well in the SE/4 of Section 15, Township 140 North, Range
96 West, Stark County, in the prescribed |ocation; that such well is a
producing oil well; that the application for a pernit to drill an oil well
is required by statute and regul ati ons of the Comm ssion; that the
application of Cardinal Petroleum Conpany to drill said well specified the

320 acre spacing unit to consist of the E/2 of Section 15, Township 140
Nort h, Range 96 West, Stark County.

(6) That subsequent to the drilling and conpletion of said well North



American Royalties, Inc., made application for pooling all interests in the
S/2 of Section 15, Township 140 North, Range 96 West, as the spacing unit
for the well in the SE/4 of said section; that North American Royalties,
Inc., holds working interests and nmineral interests in the said section

(7) That subsequent to the filing of the application by North Anmerican
Royalties, Inc. in Case 1004, Cardinal Petrol eum Conpany applied for an
order pooling all interests in the E/2 of Section 15, Township 140 North,
Range 96 West, Stark County, as the spacing unit for the well in the SE/ 4
of said section; that Cardinal Petroleum Conmpany holds interests in said
secti on.

(8) That Cardinal Petrol eum Conpany, at the hearing, noved to
di smiss the application of North American Royalties, Inc., on the follow ng
grounds:

(a) North American's application does not state that it is an
interested person in the lands it w shes the Commission to
involuntarily pool, and, in fact, it is not an interested
person wi thin the meaning of North Dakota Century Code Section
38-08-08, which deals with involuntary pooling.

(b) No spacing unit has been designated by the State Geol ogi st
or the Conmi ssion pursuant to the Regul ations of the
Comm ssion, and the above referred to statute allowi ng the
Conmi ssion to enter an Order for involuntary pooling
specifically states that only |lands and interests wthin a
spacing unit can be involuntarily pool ed.

(9) That North Anerican Royalties, Inc., does own | easehold and
royalty interests in the tracts in question and as such is an interested
party within the neaning of Section 38-08-08.

(10) That Order No. 920 of the Conmi ssion does not authorize the State
Geol ogi st to establish spacing units in this field.

(11) That by statute (Section 38-08-07, North Dakota Century Code)
the Conmi ssion has the authority to establish spacing units; that such
authority is, according to the statute, predicated upon the protection of
correlative rights, as well as the prevention of waste and the drilling of
unnecessary wel |l s.

(12) That the notions of Cardi nal Petrol eum Conpany set forth in
Section 8 should be denied.

(13) That the evidence introduced by the parties hereto is in conflict
as to the possibilities of production froma well drilled in the regul ar
| ocation in the NW4 of Section 15, Township 140 North, Range 96 West,
Stark County, in that North American Royalties does not believe such well
woul d be productive of oil and gas in paying quantities and Cardi na
Pet r ol eum Conpany bel i eves such well woul d be productive of oil and gas in
payi ng quantities.

(14) That the evidence introduced by the parties hereto is in conflict
as to the anobunt of oil underlying the NN2 of Section 15, Township 140
Nort h, Range 96 West, Stark County, in that North American Royalties does
not believe such tract contains substantial anounts of oil and gas and
Cardi nal Petrol eum believes such tract is underlain with substantial anobunts
of oil and gas.

(15) That the working interest and royalty interests in the SW4 and
the NE/4 of Section 15, Township 140 North, Range 96 West, Stark County,
are not simlar and identical; if the NE/4 is conbined with the SEf4 to form
a 320 acre spacing unit those persons who own interests in the SW4 woul d
not share in any production fromthe well in the SE/4; if the SW4 is
conbined with the SEf/4 to forma 320 acre spacing unit those persons who
own interests in the NEf4 would not share in any production fromthe well



in the SE 4.

(16) That Cardi nal Petrol eum Conpany contends those persons owni ng
interests in the SW4 of Section 15, Township 140 North, Range 96 West,
Stark County, would share in the production froma well to be drilled in the
NW4 if the EF2 and W2 of the section formspacing units; North Anerican
Royal ties, Inc., contends those persons owning interests in the N2 woul d
share in production froma well in the NW4 if, as Cardinal contends, the
N 2 of the section is underlain by oil and the N2 and the S/2 form spacing
units.

(17) That the conflicting evidence as to the anobunt of oil underlying
the N2 of Section 15, Township 140 North, Range 96 West, Stark County,
i s inconclusive.

(18) That should a well in the NW4 of Section 15, Township 140 Nort h,
Range 96 West, Stark County, produce in quantities comparable to the well
inthe SE/4 the correlative rights of all parties in the section would be
protected and the question of whether the spacing units should run in a
north-south or east-west direction would not be of serious significance to
the correlative rights of the parties owning interests in the section

(19) Should a well in the NW4 of Section 15, Township 140 North,
Range 96 West, Stark County, not be productive of oil and gas in paying
quantities or produce in anounts substantially less or substantially nore
than a well in the SE/4, the question of whether the spacing units should
run in a north-south or east-west direction would be of significance to the
correlative rights of the parties owning interests in the section and in
such instance it woul d becone necessary to determ ne whether the oi
produced fromthe well in the SE/4 is coming primarily fromthe N2 or the
S/ 2 of the section; that should a well in the NW4 be drilled the data
derived therefromwoul d be of great inport in deternining such question,
whet her or not such well produced oil 1 n commercial quantities.

(20) That Cardi nal Petrol eum Conpany has applied for and has received
a permt fromthe State Geologist to drill a well In the NW4 of Section 15,
Township 140 North, Range 96 West, Stark County; that representatives of
Cardi nal Petrol eum Conmpany testified that such well would be drill ed.

(21) That a deternmination as to whether the spacing units in Section
15, Township 140 North, Range 96 West, Stark County, should run in an
east-west or north-south direction should await the drilling of a well in
the NW4 and the subnission of the data obtained therefrom

I'T 1'S THEREFORE ORDERED:

(1) That the notions of Cardi nal Petrol eum Conpany to dismiss the
application of North Anerican Royalties, Inc., are denied.

(2) That the question of determ ning whether the 320 acre spacing
units in Section 15, Township 140 North, Range 96 West, Stark County,
shoul d be conposed of the N2 and S/2 of the section or the E/2 and W2 of
the section wll be determined by this Comm ssion after the well in the NW4
is drilled; that should the well be drilled within six nonths fromthe date
of this order the Commi ssion will again consider the matter upon application
of either interested party; that should a well not be drilled in the NW4
within six nonths fromthe date of this order the Commi ssion, on its own
motion, will again consider the matter at a hearing subsequent to the
expiration of said six nmonth period.

(3) That this order shall remain in full force and effect unti
further order of the Commi ssion

DONE, in Bismarck, North Dakota, this 8th day of Septenber, 1970

THE NORTH DAKCTA



I NDUSTRI AL COWM SSI ON

/s/ WlliamL. Quy
WIlliamL. Guy, Governor

/sl Hel gi Johanneson
Hel gi Johanneson, Attorney General

/sl Arne Dahl
Arne Dahl, Conm ssioner of Agriculture



