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

CASE NO. 5933
ORDER NO. 6861

IN THE MATTER OF A HEARI NG CALLED ON A
MOTI ON OF THE COWM SSI ON TO CONSI DER THE
PETI TION OF CONOCO I NC. FOR AN ORDER
PROVI DI NG FOR THE UNI TI ZED MANAGEMENT,
OPERATI ON, AND FURTHER DEVELOPMENT OF
THE DI CKI NSON- LODGEPOLE UNI' T AREA,
CONSI STI NG OF LANDS W THIN THE DI CKI NSON
FI ELD I N STARK COUNTY, NORTH DAKOTA, FOR
APPROVAL OF THE UNI T AGREEMENT AND UNI'T
OPERATI NG AGREEMENT CONSTI TUTI NG THE
PLAN OF UNI TI ZATI ON FOR THE DI CKI NSON-
LODGEPCLE UNI T AREA;, FOR APPROVAL OF THE
PLAN OF OPERATI ON, VACATI NG THE

APPL|I CABLE SPACI NG ORDERS; AND FOR SUCH
FURTHER AND ADDI Tl ONAL RELI EF AS THE
COW SSI ON DEEMS

APPRCPRI ATE

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

Pursuant to legal notice this cause canme on for hearing at 9:00 a. m
on the 8th day of June, 1994, in Bismarck, North Dakota, before an exani ner
appoi nted by the Industrial Conm ssion of North Dakota, hereinafter referred
to as the "Comm ssion."

NOW on this 16th day of June, 1994, the Comm ssion, a quorum being
present, having considered the testi nony adduced and the exhibits received
at said hearing, and being fully advised in the prenises,

FI NDS:

(1) That an application was filed with the Conm ssion by Conoco,
Inc., for an order approving the unitized managenent, operation and further
devel opment of a portion of the Dickinson-Lodgepol e source of supply of oi
and gas located in Stark County, North Dakota, and for an order approving
a plan of operation providing for the injection of water and/or other
substances into the conmon source of supply; as a part of said application
and attached to it was a plan of unitization consisting of a Unit Agreenent
and Unit Operating Agreenent; such application was filed in accordance with
Sections 38-08-09.1 through 38-08-09.16 of the North Dakota Century Code
("NDCC") .

(2) That the notice of filing of the application and petition and the
time and place of hearing thereof was regularly given in all respects as by
| aw required, and that nore than 45 days prior to the hearing, Conoco,
Inc., as the applicant, did give notice of the tinme and place of said hearing
and did mail, postage prepaid, a copy of the application and the proposed
pl an of unitization to each affected person owning an interest of record in
the unit outline at such person's |ast known post office address, and that
the applicant did, nore than 45 days prior to the hearing file with the
Conmi ssi on engi neering, geol ogical and other technical exhibits to be used
and which were used at said hearing, and that the notice so given did
specify that such material was filed with the Conmi ssion; that due public
noti ce having been given, as required by |aw, the Conmm ssion has jurisdiction
of this cause and the subject natter.



(3) That the plan of unitization proposed by the applicant consists
of a Unit Agreenment for the devel opnent and operation of the D ckinson-
Lodgepole Unit in the county of Stark, state of North Dakota, together with
a Unit Operating Agreenent.

(4) That the unitized nanagenent, operation and further devel opnent
of a comon source of supply of oil and gas or portion thereof is reasonably
necessary in order to effectively carry on a water injection and pressure
mai nt enance project calculated to substantially increase the ultimate
recovery of oil and gas fromthe comon source of supply.

(5) That one or nore unitized nethods of operation as applied to such
common source of supply or portion thereof are feasible, will prevent waste
and will with reasonable probability result in the increased recovery of
substantially nore oil and gas fromthe conmmon source of supply than woul d
ot herwi se be recovered.

(6) That the estimated additional cost, if any, of conducting such
operations will not exceed the value of the additional oil and gas so
recover ed.

(7) That such unitization and the adoption of one or nore unitized
met hods of operation is for the common good and will result in the genera
advant age of the owners of the oil and gas rights within the compn source
of supply of portions thereof directly affected.

(8) That the unitization and unitized operation of the comobn source
of supply described herein, upon the terns and conditions set forth in the
Unit Agreenent and Unit Operating Agreenent, is fair, reasonable, equitable.
Furthernore, the terns and conditions are necessary or proper to protect,
saf equard, and adjust the respective rights and obligations of the persons
af fected including royalty owners, owners of overriding royalties, oil and
gas paynments, carried interests, nortgagees, lien claimnts, and others, as
well as the | essees.

(9) That the area proposed to be included within the unit area of the
Di cki nson- Lodgepol e Unit is as foll ows:

TOMSH P 140 NORTH, RANGE 96 VEST, 5TH PM
ALL OF SECTION 31, THE S/2 S/2 SW4 OF SECTION 29, THE SE/ 4
SE/ 4 SE/4 OF SECTION 30, THE W2, THE W2 W2 SE/ 4, THE W2
SW4 NE/4 AND THE SW4 NW4 NE/ 4 OF SECTI ON 32

TOMSH P 139 NORTH, RANGE 96 WEST, 5TH PM
THE V2 OF SECTION 5 AND THE N2 AND SE/4 OF LOT 1, THE N 2
OF LOT 2 AND THE NE/4 COF LOT 3 OF SECTION 6.

ALL I'N STARK COUNTY AND COVPRI SI NG 1436. 45 ACRES; MORE OR
LESS.

(10) That the unit area as described in paragraph (9) hereof and in
the application and plan of unitization constitutes a common source of
supply, and the evidence established that the area to be so included within
the unit area is of such size and shape as may be reasonably required for
the successful and efficient conduct of the unitized nethod or nethod of
operation for which the unit is created, and that the conduct thereof wll
have no adverse effect upon the renainder of such conmon source of
supply. Provided, however, that injection wells and new wells drilled in the
unit area for production or injection purposes should be | ocated an adequate
di stance fromthe unit boundary in order to fully protect correlative rights.

(11) That all working interest owners agree, that to increase the
ultimate recovery of oil and gas fromthe pool and to prevent waste, the
Di cki nson- Lodgepol e Pool shoul d be unitized.

(12) That Placid G| Conpany ("Placid") and Andrea Singer Pollack



Revocabl e Trust ("ASPRT") each have an interest in the proposed
Di cki nson- Lodgepol e Unit, Stark County, North Dakot a.

(13) That both Placid and ASPRT object to Conoco's definition of the
boundari es of the Lodgepol e Pool reservoir. That definition is depicted on
Conoco's net pay isopach map, Conoco Exhibit 13.

(14) That Placid and ASPRT each used identical seismc information,
along with well data, to construct their own net pay isopach maps, ASPRT
Exhibit 7 and Placid Exhibit 9. The reservoir boundary on each map,
however, was based only upon seismc information

(15) That Placid s net pay isopach map does not feature a "saddle", or a
structural low, within the nound as depicted by Conoco and ASPRT
al t hough evidence within Placid's own exhibits (e.g. Placid Exhibit 7)
i ndi cates that said saddl e exists.

(16) That Placid and ASPRT believe that seisnmic information can be
used to identify the reservoir boundaries, although no evidence was
introduced into the record to support identification of the productive
portion of the nound using seismc information.

(17) That testinobny by Conoco indicates that seismc information is a
highly interpretive exploration tool with which general structure of a
feature can be estimated, but fromwhich reservoir quality and the fluids it
contains cannot be detected. Therefore, the productive portion of the
Lodgepol e nound cannot be determ ned by seismc information

(18) That the Fryburg Interval has regional dip to the north across the
Di ckinson Field and evidence presented to the Conmi ssion indicates that the
Fryburg interval will be deposited abnormally high, in conparison to said
regi onal dip, because a nmound has grown beneath it.

(19) That the structure of the Fryburg Interval can be a useful nethod
to assist in determ ning the boundaries of the Lodgepol e Pool reservoir.

(20) That the Filipi No. 76 well located in the SWNE of Section 32,
Townshi p 140 North, Range 96 West, Stark County, North Dakot a,
penetrated the Fryburg Interval abnormally high, although the nmound was
not devel oped under said well, suggesting that the nound edge is nearby.

(21) That Placid and ASPRT agree with Conoco's material bal ance
cal cul ation with which Conoco cal cul ated an original oil in place of
18, 250, 000 barrels of oil in the Dickinson-Lodgepol e reservoir.

(22) That Conoco's volunetric calculation of original oil in place is
approxi mately 6% above the material bal ance calculation. ASPRT's volumetric
calculation of original oil in place is approximtely 12% bel ow t he
cal cul ated material bal ance cal culation. Conoco's volumetric cal cul ation of
original oil in place is nore in agreenent with the material bal ance
calculation. Therefore, the location of the eastern boundary of the
reservoir is as asserted by Conoco.

(23) That Conoco's net pay isopach map is the nost credible map
pr esent ed.

(24) That the plan of unitization filed with the application and
included in the record as Exhibits 5 and 6, contains fair, reasonable, and
equi tabl e provisions for:

(a) The efficient, unitized nanagenent and control of the further
devel opment and operation of the unit area for the recovery of
oil and gas fromthe common source of supply affected.

(b) The division of interest or forrmula for the apportionnent and
al l ocation of the unit product anong the tracts within the
unit area is fair, equitable and reasonabl e.



(c) The manner in which the unit and the further devel opnent
and operation of the unit area shall or may be financed and
the basis, ternms and conditions upon which cost and expense
thereof shall be apportioned ambng and assessed agai nst the
tracts and interest nade chargeable therewith, including a
detai |l ed accounting procedure governing all charges and
credits incident to such operation, and nakes reasonabl e
provision for carrying or otherw se financing | essees who are
unable to promptly neet their financial obligations in
connection with the unit.

(d) The procedure and basis upon which wells, equipnent, and
other properties of the several |essees within the unit area
are to be taken over and used for unit operations, including
the nmethod of arriving at the conpensation therefor, or of
ot herwi se proportionately equalizing or adjusting the
i nvestnment of the several |essees in the project as of the
effective date of unit operation

(e) The creation of an operating comrttee to have general overal
management and control of the unit and the conduct of its
busi ness and affairs and the operations carried on by it,
together with the creation or designation of such other
subcommi ttees, boards or offices to function under authority
of the operating conmttee as may be necessary, proper or
convenient in the efficient managenent of the unit, defining
the powers and duties of all such committees, boards or
of ficers, and prescribing their tenure and time and met hod for
their sel ection.

(f) The time when the plan of unitization shall become and be
ef fective.

(g) The tinme when and conditions under which and the method by
which the unit shall be or may be dissolved and its affairs
wound up.

(25) That the plan of unitization has been signed, ratified or approved
by | essees and royalty owners owning in excess of the 70% required
percentage interest in and to the unit area, as provided by NDCC Section
38-08-09. 5.

(26) That such Unit Agreenent and the Unit Operating Agreement are
in the public interest, are protective of correlative rights and are
reasonably necessary to increase ultinmate recovery and to prevent waste of
oil and gas, and that said plan of unitization, as contained therein, appears
to conformand conply with the provisions and requirenents of NDCC
Sections 38-08-09.1 through 38-08-09. 13.

(27) That in order to effectuate the purposes of unitization, NDCC
Section 38-08-09.2, provides that the Conmission is vested with continuing
jurisdiction necessary or proper to enforce the provisions of this order.

(28) That in this cause there are certain rules which are necessary and
appropriate to the efficient operation of the Dickinson-Lodgepole Unit, in
order to pronote and expedite the objective for which the unit was forned.

(29) That the rules and orders hereby pronul gated for the
Di cki nson- Lodgepol e Unit, pertaining to the injection of water and/or other
substances into the reservoir, to reservoir pressure surveys, to gas-oi
rati o surveys and to production tests are necessary, desirable, in the public
interest, preventative of waste and protective of correlative rights.

(30) That the common source of supply which will be affected by the
proj ect has been adequately delineated.



(31) That NDCC Section 38-08-04 and Section 43-02-03-15 of the North
Dakota Adm ni strative Code ("NDAC') require each party desiring to drill or
operate oil and gas wells in the state to file with the Comm ssion a
reasonabl e bond with good and sufficient surety, conditioned on ful
compliance with statutes rules and orders of the Conmi ssion

(32) That on behal f of the Dickinson-Lodgepole Unit, the unit operator
as a separate and distinct operator, should furnish a bond as provided in
NDCC Section 38-08-04 and NDAC Section 43-02-03-15.

I T 1S THEREFORE ORDERED:

(1) That the application filed herein be, and the same is hereby
appr oved.

(2) That the creation of the Dickinson-Lodgepole Unit in Stark
County, North Dakota, as prayed for in said application be, and is hereby
aut hori zed and approved.

(3) That the unit area of said unit shall extend to and include the
| and herel nbefore described in paragraph (9) of the Findings.

(4) That the plan of unitization consisting of the Unit Agreenent and
the Unit Operating Agreenent, included in the record (as Exhibits 5 and 6)
is hereby incorporated in this order by reference, and shall apply to the
same extent and with the sane force and effect as if actually set forth
herein; that the said plan of unitization of and for said D cki nson-Lodgepol e
Unit is approved, all to the sane extent and with the sane force and effect
as if set forth herein inits entirety; that if said plan of unitization does
not in all respects conformto and conply with the provisions and
requi renents of NDCC Sections 38-08-09.1 through 38-08-09.13, the statute
shal | prevail.

(5) That the unitized formation shall nean the Lodgepol e Formation as
identified by Industrial Commi ssion Order No. 6607, being that accunul ation
of oil and gas found in the interval frombel ow the base of the M ssion
Canyon Formation to above the top of the Bakken Formati on.

(6) That the injection of water and/or other substances into the
unitized formation underlying the D ckinson-Lodgepole Unit by the unit
operator for the purpose of operating an enhanced recovery project is
aut hori zed; provided, however, that prior to the commencenent of such
injection the operator shall obtain such permts as are required by NDAC
Chapter 43-02-05.

(7) That the unit operator of the Dickinson-Lodgepole Unit may, from
time to time, use certain existing wells, or wells to be drilled, for the
pur pose of injecting water and/or other substances into the unitized
formati on underlying the D ckinson-Lodgepole Unit upon approval by the
Conmi ssion. The application for such approval shall be in accordance wth
statutes and rul es of the Commi ssion.

(8) That the unit operator shall be permitted to drill additional wells
at any location within the unit area, no closer than 660 feet to the boundary
of the unit, nor closer than 1980 feet to another well producing or permtted
to the same pool outside the unit area.

(9) That all bottom hole pressures and gas-oil ratios obtained by the
unit operator shall be filed with the Comm ssion. Additional bottom hole
pressure and gas-oil ratio nmeasurenents may be required by the Director, if
deened necessary.

(10) That a report of unit operations shall be filed annually with the
Comm ssion. Such report shall include but not be linmted to production and
injection anmounts as well as recorded pressures and gas-oil ratios. Proposed
pl ans for the unit for the com ng year shall also be included in the report.



(11) That the termnmination of the Dickinson-Lodgepole Unit shall be as
prescribed in the Unit Agreenent, or as provided by NDCC Section
38-08-09.4; and that notwi thstanding any provisions to the contrary, in the
event the unit operator fails to conmence or ceases enhanced recovery
operations, the Conmm ssion upon its own notion, after notice and hearing,
may consi der rescinding this order so that the Dickinson-Lodgepole Unit will
term nate and cease to exist.

(12) That the effective date of the D ckinson-Lodgepole Unit shall be
the first day of the nonth following the nonth in which the plan of
unitization has been signed, ratified, or approved by | essees and royalty
owners owni ng the required percentage of interest in the unit area, and has
been so certified by the Comm ssion.

(13) That the provisions of this order shall supersede and replace the
provi sions of all previous rules and orders not consistent herewth,
including without Iinmtations all otherw se applicabl e spacing orders and
wel | location rules.

(14) That the unit operator, on behalf of the D cki nson-Lodgepole Unit,
shal |l cause to be transferred to a separate blanket bond, all wells in the
unit area used in unit operations. The bond shall be in the applicable
dol I ar amount as provided in NDAC Section 43-02-03-15.

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

Dated this 16th day of June, 1994.

| NDUSTRI AL COWM SSI ON

STATE OF NORTH DAKOTA

/sl Edward T. Schafer, Governor

/sl Heidi Heitkanp, Attorney General

/sl Sarah Vogel, Conmm ssioner of Agriculture



