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

CASE NO. 1041
ORDER NO. 1117

IN THE MATTER OF A HEARI NG CALLED ON A
MOTI ON OF THE COWM SSI ON AND I N
ACCORDANCE W TH COWM SSI ON'S ORDER NO.
1082, TO CONSI DER THE QUESTI ON OF

DETERM NI NG WVHETHER THE 320- ACRE

SPACI NG UNI TS I N SECTI ON 15, TOMSHI P 140
NORTH, RANGE 96 WEST, STARK COUNTY,

NORTH DAKOTA, SHOULD BE COVPOSED OF

THE N2 AND S/2 OF THE SECTION OR THE E/ 2
AND THE W2 OF THE SECTI ON.

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

Pursuant to legal notice this cause came on for hearing at 9:30 a.m
on the 15th day of April, 1971, at Bismarck, North Dakota, before the
Industrial Commission of the State of North Dakota, hereinafter referred to
as the "Comm ssion.”

NOW on this 10th day of May, 1971, the Conmi ssion, a quorum being
present, having considered the testi nbny 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 this cause and the subject matter thereof.

(2) That in Oder 1082 the Comm ssion directed that the question of
det erm ni ng whether the 320-acre spacing units in Section 15, Township 140
North, Range 96 West, Stark County, North Dakota, should be conposed of
the N2 and S/2 of the section or the E/2 and the W2 of the section would
be determ ned by the Conmission after a well in the NW4 of the section had
been drilled; that should the well be drilled within six nonths fromthe
date of the Order (Septenber 8, 1970) the Conmi ssion woul d agai n consi der
the matter upon application of either interested party; that should a well
not be drilled in the NW4 of the section within six nmonths fromthe date of
the order the Comm ssion, on its own notion, would agai n consider the
matter at a hearing subsequent to the expiration of the said six nonth
peri od.
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(3) That no well has been drilled in the NW4 of Section 15, Township
th
to drill

, Range 96 West, Stark County, North Dakota, although a permt
sane has been issued to Cardinal Petrol eum Conpany.

(4) That Cardinal Petrol eum Conpany and North American Royalties,
Inc., are owners of oil and gas interests in Section 15, Township 140 North,
Range 96 West, Stark County, North Dakota

(5) That by previous order (Order No. 920) of the Commission, this
area has been spaced at 320 acres for each well with the locations to be in
the SW4 of the NWand SE quarters; that said order did not specify
whet her the 320-acre spacing units would consist of the N2 and S/2 or the
E/2 and W2 of each section

(6) 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, North Dakota, in the prescribed |ocation, that such

well is a producing oil well; that the application for a permt to drill an
oil well is required by statute and regul ati ons of the Comm ssion, that the
application of Cardinal Petroleum Conmpany to drill said well specified the

320-acre spacing unit to consist of the E/2 of Section 15, Township 140
North, Range 96 West, Stark County, North Dakot a.

(7) That subsequent to the drilling and conpletion of said well, North
Aneri can Royalties, Inc. nmade 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 said section

(8) That subsequent to the filing of the application by North American
Royalties, Inc., in Case 1004, Cardi nal 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, North Dakota, as the spacing unit for the
well in the SE/4 of said section, that Cardinal Petrol eum Conpany hol ds
interests in said section

(9) That North Anerican Royalties, Inc., noved that the record of the
testimony and the exhibits introduced in Cases 1004 and 1005, resulting in
Order No. 1082, be made a part of the record in Case 1041, and such notion
was granted by the Comm ssion.

(10) That Cardi nal Petrol eum Conpany, at the hearing, noved to
dismiss the application of North Arerican Royalties, Inc., on the follow ng
grounds:

(a) That North Anmerican's application for pooling does not state
that it is an interested person in the lands it w shes the

Conmi ssion to involuntarily pool, and in fact, it is not an
interested person within the neaning of North Dakota Century

Code ("NDCC') Section 38-08-08, which deals with the involuntary
pool i ng;

(b) No spacing unit has been designated by the State Geol ogi st
or the Conm ssion pursuant to the Regul ations of the Commi ssion,
and the above referred to statute allowing the Conmmi ssion to enter
an order for involuntary pooling specifically states that only

|l ands and interests within a spacing unit can be involuntarily
pool ed.

(11) That North Anerican Royalties, Inc., as a |l easehold and royalty
interest owner in the tracts in question is an interested party within the
meani ng of Section 38-08-08 NDCC

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

(13) That by statute (Section 38-08-07, NDCC) the Comm ssion has the
authority to establish spacing units; that such authority is, according to
the statute, predicated upon the protection of correlative rights, as wel
as the prevention of waste and the drilling of unnecessary wells.

(14) That the notions of Cardi nal Petrol eum Conpany set forth in
Section 10 hereof should be deni ed.

(15) That the evidence introduced by the parties hereto is in conflict
as to the possibilities of production froma well drilled in the regular
Il ocation in the NW4 of Section 15, Township 140 North, Range 96 West,
Stark County, North Dakota, in that North Anerican Royalties does not
bel i eve such well woul d be productive of oil and gas in paying quantities
and Cardi nal Petrol eum Conpany believes such well would be productive of
oil and gas in paying quantities.



(16) That the evidence introduced by the parties hereto is in conflict
as to the anobunt of oil underlying the N2 of Section 15, Township 140
North, Range 96 West, Stark County, North Dakota, in that North Anerican
Royal ti es does not believe such tract contains substantial anobunts of oi
and gas and Cardi nal Petrol eum Conpany believes such tract is underlain
wi th substantial amobunts of oil and gas.

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

(18) 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, North Dakota, would share in the production froma well to
be drilled in the NW4 if the E/2 and W2 of the section are fornmed into
spacing units; North Anerican Royalties, Inc., contends those persons in
the V2 would share in the production froma well in the NW4 if, as
Cardi nal contends, the N2 of the section is underlain by oil and the N2
and the S/2 are fornmed into spacing units.

(19) That while the evidence was conflicting, the preponderance of
evidence indicates that a well in the NW4 of Section 15, Township 140
North, Range 96 West, wll recover substantial amounts of oil and gas for a
spaci ng unit composed of the W2 of Section 15, Township 140 North, Range
96 West, thus protecting the correlative rights of the owners of oil and gas
interests therein.

(20) That since Cardinal Petroleumdrilled the well in the SE/ 4 of
Section 15, Township 140 North, Range 96 West, and requested the E/ 2 of
the section to be designated as the spacing unit for such well; that no
formal objection was nmade to the State Geol ogi st or the Conmission at the
time the permit was granted or the well was drilled; that while the evidence
is in conflict, the preponderance thereof indicates a well drilled in the
NW 4 of Section 15, Township 140 North, Range 96 West, w |l be productive
of oil and gas, thus protecting the rights of the owners of oil and gas
interests in the W2 of Section 15, Township 140 North, Range 96 West, the
application of Cardinal Petrol eum Conpany for an order designating the E/ 2
of Section 15, Township 140 North, Range 96 West, Stark County, North
Dakota, as a spacing unit and pooling all interests therein should be
granted and the application of North Anerican Royalties, Inc., for an order
pooling designating the S/2 of Section 15, Township 140 North, Range 96
West, Stark County, North Dakota, as a spacing unit and pooling al
interests therein should be deni ed.

(21) That since Cardinal Petrol eum Conpany drilled the well in the SE/ 4
of Section 15, Township 140 North, Range 96 West, without participation
fromMNorth Arerican Royalties, Inc., and is presently operating the well,

Cardi nal Petrol eum Conmpany shoul d be designated as the operator of said
wel |

I T 1S THEREFORE ORDERED:

(1) That the notions of Cardinal Petrol eum Conpany to dismiss the
application of North Anerican Royalties, Inc., as set forth in finding 10
hereof, are deni ed.

(2) That the application of North American Royalties, Inc., for an
order designating the S/2 of Section 15, Township 140 North, Range 96
West, Stark County, North Dakota, as a spacing unit and pooling al
interests therein is denied.

(3) That all interests in oil and gas in the E/2 of Section 15,



Townshi p 140 North, Range 96 West, Dickinson-Heath Pool, Stark County,

Nort h Dakota, be and the same are hereby pool ed and comunitized for the

pur pose of forming a spacing unit in said D ckinson-Heath Pool, and that the
well drilled in the SE/4 of said section be the well for such spacing unit.

(4) That Cardinal Petrol eum Conpany is designated as the operator of
said spacing unit and the producing well thereon and shall conduct
operations in such manner as to protect correlative rights of all interested
parties.

(5) That all interested parties shall participate in the proceeds from
this well in the sane proportion as their interests may appear in the
spacing unit and the proportionate share of the costs of drilling,
compl eting and producing the well shall be assessed agai nst such parties as
are responsi ble therefore in the sane proportion as their interests my
appear in the spacing unit.

(6) That this order shall remain in full force and effect unti
further order of the Comm ssion.

DONE, at Bismarck, North Dakota, this 10th day of May, 1971

THE NORTH DAKCTA
I NDUSTRI AL COWM SSI ON

WIlliamL. Guy, Governor

/sl Hel gi Johanneson
Hel gi Johanneson, Attorney Genera

/'s/ Arne Dahl
Arne Dahl, Conm ssioner of Agriculture

| veto this order on the grounds that | was present at the first hearing,
but was absent at the second, and I want to obtain further information at a
third hearing in June.

WIlliamL. Guy, Governor



