DEFORE Twl INDUSTRIAL COMUMISSION
OF THE 3TATE OF NOUTi DAKOTA

CASE 1304: O A LTION OF THE COMMISLTION CASZS HO3. 1004 and 1005
TO COWSIDER TLE APPLICATION OF :ORT:! ORDER .0, 1082

AERTCAI ROYALTIDS, INC., FOR AN ORDER

POOLING ALL INTERESTS IN THE DICKINSOW-

BEATH IN THE S% OF SECTION 15, TOWISHIP

140 JORTH, RANGE 26 TEST, STARK COUNTY,

NORTYM DAKOTA

AlD

CALZ 1005:. ON A MOTION OF THE COMMISSION
TO CONSIDER TUE APPLICATION OF CARDIS
PEYROLEWR] COMPANY FOR AN ORDER POOLING
ALL INTERZST IN THE PICKIGCON--LIEATH Id
THE E'; UF SECTION 15, TOUNSEIP 140 IIORTL,
RAWGE 96 WEST, STARK COUNTY, WORTH DAKOTA

QKDER OF THE COMMISSION

BY TLUE COMIISSION:

Pursuant to legal notice these cauges cawe on for hearing at 9:3% a.m.
on the 20th day of August, 1970, at Bismarck, Vorth Dakota, before the
Industrial Coumission of MNorth Dakota, herelnafter referred to as the
“Comnission.”

WOW, on this & day of September, 1977, the Commission, a quorum being
present, having congidered the testinony adduced, and the exhibits received
at sald hearing, and being fully advised in the preaises,

FIIDS.

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

(2) That since Cases 1004 and 1205 involved essentially the same
matter, the two cases were combined for hearing.

(3) That the applicants are owners of oil and gas interests 1n Section
15, Township 140 Jorth, Range 26 West, 3Stark County, Horth Dakota,

{(4) That by previous order (Order #920) of the Commission this area
lias been spaced at 320 acres for each well with the well locations to be in
the HJ znd SE quarter of each sectlon; that sald order did not specify
vhether the 320 acre spacing units would consist of the nerth and south one-
half of each section or the east and west one-half of each section.




{5) That Cardinal Petroleum Coupany received a nermit to drill a well
and did drill a well in the SE% of Seetion 15-140-96, Stark County, in
the prescribed location, that such well is a producing oil well; that the
appliicatior for a permit to drill an oil well is required by statute and
regulations of the Cuumission, that the application of Cardinal Petroleum
Company to drill said well specified the 320 acre spacing unit to consist of
the East % of Section 15-140-96, Stark County.

(6) That subsequent to the drilling and completion of said well Horth
american Royalties, Inc., made application for pooling all interests in
the south % of section 15~140-96 as the spacing unit for the well in the
SE% of sald section; that North American Royalties, Inc., holds working
interests and mineral interests in the said section.

(7) That subsequent to the filing of the application by North Americen
Reyalties, Inc. in Czse 1004, Cardinal Petroleum Company applied for an
order pooling all interests in the East % of section 15-140-26, Stark
County, as the spacing unit for the well in the SP% of sald section, that
Cardinal Petroleum Coupany holds interests in saild section.

(8) That Cardinal Petroleum Company, at the hearin;, moved to dismiss
the application of North American Royalties, Inc., on the following grounds:

{a) North Auerican’s application does not state that it 1s an interested
rerson in the lands it wishes the Commission to involuntarily pool,

and, in fact, 1t is not an interested perscn within the meaning of

dorth Dakota Century Code section 33-08-0%, which deals with involuntary
peoling.

(b) No gpacing unit has peen designated by the State Geologist or

the Commission pursuant to the Regulations of the Commission, and the
above referred to statute allowing the Commission to enter an Drder for
iavoluntary pooling specifically states that only lands and interests
within a spacing unit can be involuntarily pooled.

{9) That Horth American Royalties, Inc., does otn leasehold and
royalty interests in the tracts in question and as such 1s an interested
party within the wmeaning of section 38-03-03.

(10) That Order Ho. 920 of the Commission does not authorize the
State Geologist to estzhlish spacing units in this field.

(11) That by statute (section 38-08-07, Horth Dalketa Century Code)
thie Comuission has the authority to eastablish 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 upnnecessary wells.

(12) That the wmotions of Cardinal Petroleum Coupany set forth in
section ¢ should be denied.




{13) That the evidence introduced by the parties hereto is in conflict
a8 to the possibillities of production from a well drilled in the regular
location in the Wy of section 15-140-96, Stark County, in that Worth American
Royalties doee not pelieve such well would be productive of oil and gas in
paying quantities and Cardinal Petroleum Couwpany believes such well would
be productive of oil and gas in paying quantities.

(14) That the evidence introduced by the parties hereto is in conflict
as to the auwount of oil underiying the 3% of secticn 15-140-96, Stark County,
in that Horth American Royalties does not believe such tract contains substantial
amounts of oil and gas and Cardinal Petroleum believes such tract 1s underlain
with substantial amounts of oil and gas.

(15) That the working interest and royalty interests in the SWr and the
NEy of section 15-140-96, Stark County, are not similar and identical; if the
WE% is combined with the SEX to form a 320 acre spacing unit those persons
who own Interests in the Sl would mot share in any production from the well
in the Sg%, 1f the 53Ws; is combined with the SE% to form a 320 acre spacing
unit those persons who own interests in the NE% would not share in any pro-
duction from the well in the S5¥4.

(16) That Cardinal Petroleum Company contends those pergsoms owning interests
in the SW% of section 15-140-96, Stark County, would share in the production
from a well to be drilled in the W% if the east % and west % of the section
form spacing units; ilorth American Royaltiles, Inc,, contends those persons
owning interests in the 1% would share in production from a well in the RIS
if, as Cardinal contends, the north % of the section 1s underlain by oll and
the north % and the south % form spacing units.

(17) That the conflicting evidence as to the amount of oll undsrlying
the north % of section 15-149-96, Stark County, is inconclusive.

{18) That should a well in the Pz of section 15-140-96, Stark County,
produce in quantities comparable to the well in the SE% 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 gignificance to the correlative rights of the parties owning
interests in the section.

(19) Should a well in the W% of section 15-140-96, Stark County, nct
be productive of oil and gas in paying quantities or produce in amounts
substantially less or subatantially more than a well in the SE%, the question
of whether the sapcing 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 would become necessary to
deternmine whether the oil produced from the well in the SE% is coming primarily
from the north % or the south ' of the section; that should & well in the
L. be drilled the data derived therefrom would be of great iluport in determinips
such question, whether or not such well produced oil in commercial quantities.




(20) That Cardinsl Petroleum Company has appliel for and has received
a perult from the State Geologist to drill a well in the M'#; of section
15-140-96, Stark County, that representatives of Cardinal Petroleum Company
testified that such well would be drilled.

(21) That a determination as to whether the spacing units ir section
15--140-96, Stark County, should run 1n an east-west or north-south direction
should avait the drillinz of a well in the Wil and the submission of the
data obtained therefrom.

IT IS5 THEREFORE ORDERED:

(1) That the motions of Cardinal Petroleun Company tc dismiss the
application of North American Royalties, Inc., are denied,

(2) That the question of determining whether the 320 acre spacing units
in section 15-140-96, Stark County, should be composed of the morth % and
south % of the section or the eagt ) and the west % of the section will
be determined by this Commission after the well in the Ik 1s drilled;
that should the well be drilled within six wonths from the Jate of this order
the Coamission will again consider the matter upon application of elther
interested party; that should a well not be drilled ia the MWy within six
months fron the date of this order the Coumission, on its owm motion, will
again consider the matter at a hearing subpeguent to the expiration of gaid
gix wonti period.

{3) That this order shall remain in full force and effect unitil furiher
order of the Coumission.

DOWE, at Bismarck, North Dakota, this 3 day of Septeuber, 1370
THE WORTH DAKOTA INDUSTRIAL COMMISSION
William L. Guy, Governor
Helgi Johanneson, Attorney General

Arne Dahl, Commissioner of Agriculture
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STATE OF NORTH DAKOTA Governor Guy . IN DISTRICT COURT

COUNTY OF BURLEIGH OURTH. JUDICIAL DISTRICT

Jacob Schank, Kathryn Schank,
Ward M. Kirby, Theodore Kellogg
and E, F, Rakowskl,

Appellants,

-vs- NOTICE OF APPEAL AND

North Dakota Industrial Commission;-
Gerald W, Vandewalle, Asslstant At-
torney General; North American
Royalties, Inc., a corporatlon;
Louis W, Hill, Jr.; Cardinal
Petroleum Company, a corporation;
Janet M. Reichert; Joe Kralich,
Jr.; Josephine Krallicek; Frank
Veverka, Jr.; Continental Cil Com- =
pany, a corporation; Durvand E. Balchj;
Frank Rummel and Norbert J. Muggli,

Respondents.
TQ: THE ABOVE NAMED RESPONDENTS

PLEASE TAKE NOTICE that the above named Appellants, being

persons adversely affected by Order N6, 1082 of the North Dakota -
Industrial Commission dated September 8, 1970, in Case No. 1004,

. hereby appeal from such Order to the District Court in and for

the County of Burleigh and State of North Dakota. Appellants
specify that the Industrial Commisslion erred: |
(1) In falling to find that Appellants herein joined in
the Motion of Cardinal Petroleum Cémpany to dismiss
Case No. 1004 on the grounds set forth at Paragraph
(8) of the Findings of the Industrial Commission in
the Order appealed from. |
(2) 1In falling to find that Appellants moved to dismiss
North Dakota Industrial Commission Case No. 1004 on
the grounds that the Commission lacked jurisdiction
to hear and determine the application of North Ameri-
can Royaltles,Inc. therein.
(3) In finding and concluding that the North Dakota Indus=-
trial Commission had Juriadiction.over the cause and
subject matter in Case No, 1004,

(4} In denying the Motion of Cardinal Petroleum Company,

MAcCkors, KELLoGG, KiRoY & KLOSTER -]
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DICKINGON, NORTH DAKOTA

SPECIFICATION OF ERRORS

e ST Y T T TR TR e S T T s e

T T A e Y .

L e e e

B L St o]




joined 1in by Appellants hereln, to dismlss appli-
cation of North American 3oyalties, Inc. in Case
No. 1004,
(5) 1In denylng the Motion to dismiss the application
of North American Royalties, Inc. in Case No. 1004 5
- made by the Appellants at the commencement of pro-
ceedings. |
Pursuant to the provision of Sectlion 38-08-14 of the North
Dakota Century Code, Appellants hereby specify that the portion
of the record these Appellants desire included in the transcript
upon this Appeal conslats of that part commencing with the Motlon
of Cardinal Petroleum Company to dismiss Case No. 1004 through
the jqining therein by Appellants herein and thelr Motion to
dismiss said case for lack of jurlsdiction and the Order of the
Commission immediately there following taking sald Motions under
advisement.
Executed 1n duplicate this 8th day of October, A, D., 1970.
MACKOFF, KELLOGG, KIRBY & KLOSTER, P.C.
Attorneys for the Appellants, Jacob Schank,
Kathryn Schank, E. F. Rakowskil, Ward M.
Kirby and Theodore Kellogg
Office and Post Office Address:
100 Liberty National Bank Bldg.,

P. 0. Box 1097

Dickinson, North Dako 158601

?/ John L. Sherman, Attorney



STATE OF NORTH DAKOTA :
58 ARRIDAVIT OF
COUNTY 0OF GRAND FORKS MATLING

I, Clarence B. Folsom, Jr. , being first duly sworn upon oath,

depose and say: That I am over twenty-one years of age; that on the
16 day of gept , 1970, I enclosed in separate envelopes true

and correct copies of the attached Order No. 3082 of the North

Dakota State Industrial Commission, and depositced the same in the
United States Post 0Office at the University Station, University of
North Dakota, Grand Forks, North Dakota, with postage thereon fully
paid, directed to: As shown below
a1l of whom filed written appearances at the hearing of the Industrial
Commission on Case No. 1004 .
Mr. Theodore Kellogg P. 0. Box 1097

Dickinson, ND 58601

Mr. John R. Davidson Room 805, Midland Bank Bldg.
Billings, MT 59101

Mr. D. Ragland 1814 Lyndale Lane
Billings, MT 59102

Mr, C. B. Thames Srt. P. 0. Box 400
Bismarck, ND 58202

Mr. Joseph Kralicek Jr. Capitol Bldg.
Dickinson, KD 58601

Mr. Arthur C. Bauer P. 0. Box 1476
Bismarck, ND 58202

Subscribed and sworn.to before

me this g:f4day of J& AL,y 19 ¢ .

-

(f/;{; Vet ,<fi,;.(_u¢,__f(;t_‘

Notary Publlc, firand Fdfks County
My Commission exXpires 1 July 1971
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EZ 15-140-

96

OWNER

North American Royalties, Inc.
Louis W. Hill, Jr,

Cardinal Petroleum Company

J. Hiram Moore

WORKING INTEREST

.3850400
.2600400
.3131800

.0357300

1.00600000

. t‘gl‘?.
\I. B 'I o
I

iy



E1/2 15-140-96

OWNER

REVENUE INTEREST

The Home-Stake Royalty Corporation

The Home-Stake Qil and Gas Company

The Tirst Trust Company of Saint Paul
as Trustee for Johanna Maud Hill,
Louis Fors Hill, Marl Hill

E. O. Hancock

Frank Rummel, Jr. and Margaret Rummel

Jacob Schank and Kathryn Schank

- Sebastian A, Mischel and Odessa Mischel
john A. Hoff and Irene M, Hoff

Tillie Fischer

E. F. Rakowski and Gladys M. Rakowski

Wm, Schatz and Lena Schatz

George P. Ficek

R. L. Higgins and Wilma T. Higgins

Vicla L. Younger

Emna L. Purves

Johnnie L, Service and C. T. Service

Wm. Rummel

Julian Toskey and Pearl Toskey

Norbert J. Muggli and Doris Muggli

Ward M. Kirby and Virginia J. Kirby

Kathleen Kellogg, Trustee, and Theodore
Kellegg and Kathleen Kellogg

Shirley Ruth Shapiro and Sidney K. Shapiro

Evelyn Margaret Rauch and Lloyd Rauch

D. E. Balch .

Margaret H, Rummel

Estate of William R. Reichert , deceased

Elizabeth Landis

Gladys S. Landis, DeWitt Landis, ]'r. '
and Charles E, Landis

J. Hiram Moore

Louis W, Hill, Jr.

Cardinal Petroleum Company

North American Royalties, Inc,

.0033480
.0033480
.0033480

.0089280
.0016740
.0223210
.0022320
.0011160
.0022320
,0022320
.0022320
.0022320
,0022320
.0014880
0022330
.0022330
0047430
.0022320
.0006690
.0006690
,0128300

0121370
.0121370
.0117180
0071140
.0025110
.0022330
.0022330

.0312640
.2248380
.2583450
» 3498380

1.0000000



NAR NO.| KRALICEK

jmm——— 1
~2r S\

DST: 90' Oil, 990' 0 & GCWC

360'0,6G & SWCM 270" sw (275, OOOIWM)

6

\ NAR NOIFRE
~ O

26'0'CM

P&ABIGQ/

DST: REC 4' Qil, 1060'0 & GCWC

/cOMP 6-8-70 IPP 648 BOPD
‘ /ADP JULY 70 401 BBLS 4%W T

CARDINAL NO.i5-IS SCHANK

jpige TN

CUM PROD 19,255 BBLS

\O

PERMITTED LOCATION

NAR NO.| HEAD-WOCK-STATE
@ s’
COMP 6-26-69 IPP 415 BOPD

CUM PROD 117,696 BBLS

ADP JULY-70 282 BBLS < (%W

(

NAR NO.| WOLFE

je COMP 1-20-70 1PP 595 BOPD

CARDINAL. NO.15-2f HEAD-WOCK-STATE

Q2

COMP 3-7-68 IPP 292 BOPD
ADP JULY-T7C 75 B8BLS 3
CuM PROD 108,505 BBLS

\
T

/ /
PBA 4-26-T0O

COMP 8-5-TO (PP IO BBLS BOPD
ADP 10 BOPD33% LW

CONOCO NOI PRIBYL - HEWSON\

CONOC

e @ 10 \
COMP 4-19-70 IPP 673 BOPD
™ ADP JULY-70 299 BBLS

NO. | JILEK

N

A

CONOCO NO.| WOLFE -FLB

N\, 00

PaA 5-14-70

XA

/|

CONOCO NO. JILEK-RIDL

WA
/I [ [

L E

Q Location
@ Oil Well B
’ Shut-in Well

-(:)- Abaondoned

Name

@
Comp Int
Avg Daly Prod
Cum Prod 8-1—T70

GEND

—=———==1—— Dickinson Field 320 Acre Spacing

8' Cross Section
Soacing Unit As Requested By NAR

R 9

6

W

INDUSTRIAL COMMISSION

EXHIBIT MI
CASE NO. 1004

BTATE OF NORTH DAKOTA

iroduced by .4//?&/3-:9::" oy

Babib oo @
Wenttfiad s,...Qfa«.&.--Zf.fr.a--

-5

NORTH AMERICAN ROYALTIES INC.
BISMARCK , NORTH DAKOTA

= WEST DICKINSON — DICKINSON FIELDS
ENLARGEMENT OF EXHIBIT I

ISOPACH MAP HEATH NET "B8"SAND

Coﬁnty: Staﬁ
Geologist: R. M, Zajic
Scale: 880'=1"

State: North Dokoto

Date: 8-12-T0

140



NAR NO.| KRALICEK
E————— 1

3
P&A 6-25-69
DST: REC 90’ 0il, 990' 0 & GCWC

360' 0, G & SWCM; 270' SW (275,000 ppm)
= N 16

NARNOIFRE

_/
s Pg:l - /

DST: REC 4 Qll IOGO O & GCwC

NAR | HEAD-WOCK-STATE
‘o B I/2'

couP 6- 26-69 IPP 415 BOPD

ADP JULY-70 282 BBLS < i% W

CUM PROD 117,696 BBLS

COHP A~ 20-70 1#p 5953090

1 apeouv-10 866 ausﬂﬁi

S—2]

CARDINAL NO 15-2 HEAD-WOCK-STATE

__,; CUM FROD 110,448 BBLS

\ O
PERMITTED LOCATION

//’\ o

CARDINAL NO.15-15 SCHANK \ CONOCQ NO.| WOLFE -FLB
o W\, 0
s COMP 6-8-70 PP 648 BOPD , P&A 5-14-70

ADP JULY 70 40l BBLS 4%W ~

CUM PRO lQ,‘t’Sﬁ 8BLS ' } \ \

/. ]/ cONOCO NO. 2__BRIBL -HEWGON "\,
/7 @3 L\ Q

EN OOHP 8-5-7T0 IFP 10 88LS BOPD

 CONOCO NI mmvﬁewsou

7 PBA 4-26-70

0CQ NO. I JILEX

— Wi\
COMP  4-19-70 PP 673 BOPD

" ADP JULY-TO 299 BBLSO% W

CUM PROD 42,277 BBLS

ADP mmssu LW

CONQCO NO. JILEK-RIDL

&y

P&A 10-23-67

[ [

Qo /

-LEGEND

O Locotion == ~w -~ Dickinson Field 320 Acre Spocing
® Oil Wel 8 ————————— 8"’ Cross Section
l Shut-~in wWeH Spocing Unit As Requested By Cerdinal
.¢. Abandoned

Naome

o
Comp Inf,
Avwg Daly Prod.

Cum Prod B-1-70

Q2 - o
COMP 3-7-68 PP 292 BOPD T —
. ADP JULY-T70 75 BBLS 3% W —~
CUM PROD 108,505 BBLS \ -

EXHIBIT YOI
. CASE NO. 1004
STATE DF NORTH Daaah NORTH AMERICAN ROYALTIES ING.
o6 20 1970 - cu.. o /s BISMARCK , NORTH DAKOTA
 Iwiroduond by,d/_- ﬂw—-rmﬁ‘J
e 7.7 WEST DICKINSON — DICKINSON FIELDS
m.*.,,,,g/,_,é,; e ~ ENLARGEMENT OF EXHIBIT II
ISOPACH MAP HEATH NET "B"SAND
County: Stork Stater North Dakoto
Geologist: R. M. Zojic '

Scale: 880" 1" Date: 8-12-T0
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RESERVOTR CHARACTERISTICS

Original Pressure - Pgi 3475 psi
Porosity - 14 %
Permeability - K 5-200 md avg
Connate Water - Sy 35 %
Saturation Press. - Pbp 1115 psi

CRUDE CHARACTERISTICS

Gravity - °API 36.9 @ 60 °F
Pour Point - 95 °F
Solution Gas~0il

Ratio - Ry 342  scf/STB

RECOVERY MECHANTSM

Fluid nnd'fock expansion and =zolution gas drive.

RESERVOIR DATA
HEATH ZONE
DICKINSON FIELD
STARK COUNTY, NORTH DAKOTA

SOURCE

. "0il and Gas Fields of North Dakota" (by North Dakota Geological Society)
I

L] " n 1] L1 (1] (1]

nofficial 0il In North Dakota - Prod Statistics”
(by North Dakota Geological Survey)

DST Recovery Cardinal-Schank No.l15-15
"0il and Gas Fields of North Dakota"

DST Recovery Cardinal-Schank No.l5-15

<% e
g*— Q! -\Q
TR SR
Bg & ¢ i
0 5 éﬁ?
2 o :QQ
O “’%Q oo
8 Ny
42 3N
S P :Qﬁ
AR IRVIENE S é
Tl g by
S e £ o
o & z

Exhibit Vil

Case No. /{ F .

North Dakota Industrial
 Commission Hearing

August 20, 1970

Ronald D. Ragland




LIQUID SYSTEM

Tested Interval
Gauge Depth
Drill Pipe
Drill Collars
Elevation
Temparature

0il

INITIAL FLOW

Time Press

8 429

DST DATA
HEATH ZONE éff\:';- N
CARDINAL~SCHANK NO.15-15 ad s Y
'SWSE SEC.15~T140N-R96W a¥ Y &
DICKINSON FIELD ¥ o Z N
STARK COUNTY, NORTH DAKOTA Ir I e
Q- ‘J\§ R
G :qﬁ N
RECOVERY 433\ N
smcovesy 225 o
7865' - 7945° 3521'  0il Egol p o
7884 ' 434"  Mud cut 0il BN D 1B
7898 3955' Total SR8 B -
434" DS, 2
2536' KB zh & E - g
196 °F |
36.9 ° API @ 60 °F
INITIAL SHUT-IN FINAL FLOW FINAL SHUT-IN
. T+4t log T+at Press T+at log T+at Press
Time A€ ' st Time Press Time at ot
0 . 429 , ' 0 1403
3 3.667 .564 1864 3 43.667 1.640 1931
6 2.333 .368 2012 6 22.333 1.349 1988
9 1.889 .279 2066 | 9 15.222 1.182 2014
12 1.667 .223 2097 120 1403 12 11.667 1.067 2031
15 1.533 .186 2118 15 9.533 .979 2043
18 1.444 .160 2135 18 8.111 .909 2052
21 1.381 .140 2150 21 7.095 .851 2060
24 1.333 .125 2171 24 6.333 .802 2065
27 1.296 113 2202 27 5.741 759 2071
30 1.267 .103 2244 30 5.267 .722 2075
31 1.258 .100 2256 31 5.129 .710 2076

Exhibit
Case No. ¢
North Dakota Indus-
trial Commission
‘Hearing

August 20, 1970
Ronald D. Ragland

|
|
|
1
|
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PRESSURE — PSI
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2800
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1600

1500

1300

200

1100
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9200

800

t+at

Log at

DST PRESSURE BUILD-UP PLOT

CARDINAL-SCHANK No. 15-15

™ SI10N '
nous g;";f; DO M G TA  SWSE Sec IS T.I40N.-R.96W.

AJG 2 . DICKINSON FIELD
Dore--ooromoeees o Cme Mo B STARK COUNTY, NORTH DAKOTA
Exhib#t ... __/--__--.__ .......... T

Exbiblt Do
\dhwmitfled w--fw.,quézap/ Exhiblt e

NORTH DAKQTA INDUSTRIAL COMMISSION HEARING
August 20, 1970

Ronald D. Raglend
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CARDINAL,
~i4 Schank
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CONCLUSIONS AND RECOMMENDATIONS
NORTH DAKOTA INDUSTRIAL COMMISSION HEARING
AUGUST 20, 1970

CONCLUS IONS

1. One well will drain an area equivalent to 320 acres or more in
the Heath Reservoir Dickingon Field.

2. Reservoir flow into the Cardinal-Schank No.l15-15 is radial as
opposed to linear or other patterns.

3. A radial flow pattern equivalent to 320 acres will drain an area
having a radius of 2106'.

4. Substantially more of the Southwest Quarter of Sec. 15-T140N-R96W

will be within the drainage pattern of the Cardinal-Schank No.
15-15 than will be the Northeast Quarter.

RECOMMENDATIONS

Therefore, to insure equity for all working interest and mineral in-
terest owners, it is recommended that:

l. Spacing for the Cardinal-Shank No.1l5-15 conform to the 320 acres
per well previously established by the Commission.

2. The quarter sections in Section 15 most affected by production
from the Cardinal-Schank No.15-15 be included in the spacing
unit for the well.

'3, The Commission issue an order establishing the $% Sec. 15-T140N-
R96W as the spacing unit for the Cardinal-Schank No.l5-15.
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Dear Royalty Owner:

Please find enclosed two (2) copies of Communitization Agreement covering
the S Section 15, Township 140 North, Range 96 West, Stark County,
North Dakota,

The Schank well located in the SW4SE} Section 15, Township 140 North,
Range 906 West, is now in the process of being completed as a producing
Heath Sand oil well. The Dickinson Tield spacing requires 320 acres for
each well located in this area of the field. It is our opinion that the
equities require that the oil underlying the S% of Section 15, Township 140
North, Range 96 West should be included within the 320 acre spacing unit
for the well located in the SW4SEZ of Section 15, Township 140 North,
Range 96 West in order to protect the correlative rights of all of the parties
owning an interest in these properties.

We request that you sign one copy of the enclosed Agreement in the space
provided, which we have checked with a red pencil, and insert your correct
address in the blank opposite your name, have your signature notarized and
return the fully executed and acknowledged Agreement to North American
Royalties, Inc¢. In the enclosed addressed, stamped envelope. You may
retain the other copy of the Agreement for your file,

Thank you.
Very truly yours,
NORTH AMERICAN ROYALTIES, INC.
oot (T L %
ACB:mms 2

By: “Arthur C. Sl O p 2
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N COMMUNITIZATION AGREEMENT

Dickinson-Heath Pool

Womitfiad by, D o A, - w-«:
Stark County, North Dakota

THIS AGREEMENT, made and entered into as of the 12th day of June,

1970, by and between the parties subscribing, ratifying or consenting hereto;

WITNESSETH

WHEREAS, the parties hereto own royalty, overriding royalty, working

interest or operating rights under the ¢il and gas leases and lands subject to this

agreement; and
WHEREAS, the parties hereto desire to communitize and pool their re-

spective mineral interests in the lands subject to this agreement for the purpose

of developing and producing communitized substances in accordance with the terms

and conditions hereof.
NOW, THEREFCRE, in consideration of the premises and the mutual

advantages to the parties hereto, it is agreed by and between the parties hereto

as follows:
The lands covered by this agreement (hereinafter referred to as

1 -,
"Communitized Area") are described as follows:
Township 140 North, Range 96 West
Section 15: S3

Containing 320 acres, more or less;

and this agreement shall include only the Heath Sand formation underlying said lands

and the oil, gas and associated hydrocarbons, hereinafter referred to as "Communitized

Substances", producikle from such reservoir,
Attached hereto and made a part of this agreement for all purposes is

2.
Exhibit "A", showing the acreage of the tracts and the oil and gas leases covering

the lands within the Communitized Area,
North American Royalties, Inc. is herewith designated QOperator ot

3 L]
All matters of operation shall be governed by the Operator

the Communitized Area.
A successor

undcr and pursuant to the terms and provisions of this agreement,

operator may be designated by the owners of the working interest in the Communitized

-1 -



Area.

4. The Communitized Area shall be developed and operated as an entirety
with the understanding and agreement between the parties herete that all Communitized
Substances produced therefrom shall be allocated among the leaseholds comprising
said area in the proportion that the acreage interest of each leasehold bears to the
entire acreage interest committed to this agreement, Nothing contained herein shall
be construed as obligating any party or parties hereto to conduct any operations on
the Communitized Area.

5. The royalties payable on Communitized Substances allocated to the
individual leases comprising the Communitized Area and the rentals provided for in
said leases shall be determined and paid on the basis prescribed in each of the
individual leagses. Payment of rentals under the terms of leases subject to this
agreement shall not be affected by this agreement except as provided for under the
terms and provisions of sald leases or as may herein be otherwise provided. Except
as herein modified and changed, the oil and gas leases subject to this agreement
shall remain in full forée and effect as originally made and issued,

6. There shall be no obligation on the lessees to offset any well or wells
completed in the same formation as covered by this agreement on separate component
tracts into which the Communitized Area is now or may hereafter be divided, nor
shall any lessee be required to measure separately Communitized Substances by
reason of the diverse ownership thereof, but the lessees hereto shall not be released
from their obligation to protect said Communitized Area from drainage of Communitized
Substances by a well or wells which may be drilled offsetting said area.

7. The commencement, completion, continued operating or prodqction of
a well or wells for Communitized Substances on the Communitized Area shall be
construed and considered as fhe commencement, completion, continued operation or
production on each and all of the lands within and comprising said Communitized
Area, and operations or production as to each lease committed hereto.

8. Production of Communitized Substances and disposal thercof shall be
in conformity with allocation, allotments and quotas made or fixed by any duly

authorized person or regulatory body under applicable federal or state statutes.



This agreement shall be subject to all applicable federal and state laws or executive
orders, rules and regulations, and no party hereto shall suffer a forfeiture or be
liable in damages for failure to comply with any of the provisions of this agreement
if such compliance is prevented by, or if such failure results from compliance with,
any such laws, orders, rules or regulations,

9. The covenants herein shall be construed to be covenants running with
the land and any grant, transfer or conveyance of any interest shall be subject hereto,
whether voluntary or not,

10. This agreement shall remain In force and effect for a period of two (2)
years from the effective date hereof and so long thereafter as Communitized Substances
are produced in commercial quantities, unless sooner terminated by agreement of the
palrties. This agreement shall not terminate upon cessation of production if, within
sixty (60) days thereafter, reworking or drilling operations are commenced and are
thereafter conducted with_ reasonable diligence during the period of nonproduction.
The effective date hereof_ shall be June 12, 1870 for all purposes.-

11. This agreement shall be binding on the parties hereto and their
respective successors and assigns,

12. This agreement may be executed in any number of counterparts to
the same effect as though all parties had executed the same instrument,

13. This agreement shall be binding on each party executing the original
or a counterpart hereof regardless of whether it is executed by any other party.

14, The parties hereto do hereby ratify, approve, confirm and adopt the
oil and gas leases described on Exhibit "A", and do hereby agree and declare that
said leases are now in full force and effect.

EXECUTED as of the day and year first above set forth,

WORKING INTEREST OWNERS
ADDRESS SIGNATURE

P. O. Box 1476 NORTH AMERICAN ROYALTIES, INC.

Bismarck, North Dakota 58501 /:’_—';..7
By: VM/ Clonues

)H?e President

Attest: )E,r//g /k’bv‘f/ })/? 2 . _./z..,«

© Assistant Secretary P '




ADDRESS SIGNATURE

W. 1453 First National Bank Bldg.

Louis W, Hill, Jr,
St. Paul, Minnesota 55101

CARDINAL PETROLEUM COMPANY

By:

Attest;

HELMERICH & PAYNE, INC.

By:

Attest:

CONTINENTAL OIL COMPANY

By:

Attorney in Fact

Huston Huffman

J. Hiram Moore

ROYALTY OWNERS

ADDRESS SIGNATURE

E. O. Hancock

THE HOME-STAKE ROYALTY CORPORATION

By

ATTEST:

THE HOME -STAKE OIL AND GAS COMPANY

By

ATTEST:




ADDRESS

SIGNATURE

THE FIRST TRUST COMPANY OF ST. PAUL AS
TRUSTLE FOR JOHANNA MAUD HILL, LOUIS FORS
HILL AND MARI HILL

By

Frank Rummel, Jr,

Margaret Rummel

Jacob Schank

Kathryn Schank

Sebastian A, Mischel

Odessa Mischel

John A, Hoif

Irene M. Hoff

Tillie Fischer

E. F. Rakowski

Gladys M. Rakowski

Wm. Schatz

Lena Schatz



ADDRISS SIGNATURE

Ceorge P. Ficek

R, L. Higgins

Wilma T, Higgins

Viola L, Younger

Emna L. Purves

Johnnie L. Service

C. T. Service

wm. Rummel

Julian Toskey

Pearl Toskey

Virginia C. Moseley, individually

Virginia C. Moseley, Trustee

Frederick S. Moseley, Jr,, Trustee

Frank Veverka

Joseph Kralicek, Jr.

Josephine Kralicek




ADDRESS

SIGNATURE

Norbert 7. Muggli

Doris Muggli

ward M. Kirby

Virginia J. Kirby

Kathleen Kellogg

Theodore Kellogg

Margaret H. Rummel

Shirley Ruth Shapiro

Sidney K. Shapiro

Evelyn Margaret Rauch

Lloyd Rauch

D. E. Balch

Estate of William R. Reichert, deceased

Elizabeth Landls

Gladys S. Landis, Individually and as Independent
Executor of the Will and of the Estate of Hugh

Dewitt Landis, deceased
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ADDRESS

SIGNATURE

DeWitt Landls, jr., Individually and as
Independent Executor of the Will and of the
Estate of Hugh Dewitt Landis, deceased

Charles E. Landis, Individually and as
Independent Executor of the Will and of the
Estate of Hugh DeWiit Landis, deceased



ACKNOWLEDGEMENTS

STATE OF M&!&) | CORPORATION

) 8s.

COUNTY or{&d_,ﬁ‘?;_,g;)
On this ggﬁ day of Qﬂ e , 1970, before me

Notary Public, personally appeared M/ <8 .ﬁw.w

known to me to be the Yy President (orthe-Scrretary) of the corporation that is de-
scribed in, and that executed the within instrument, and acknowledged to me that such

corporation executed the same.
IN WITNESS WHEREQF, I have hereunto set my official signature and affixed

my notarial seal the day and year {irst above written, n

My commission expires; 7-.95 72 ' L’??)M
Notary Public

MARY SENZEK

* ok ok ok ok ok ok Pubtic, BURLEIGH COUNTY, N. Dak.
’:;mgom“mm:m Expires JULY 5, 1972
STATE OF ) CORPORATION
) ss.
COUNTY OF )
On this day of , 1970, before me
Notary Public, personally appeared
known to me to be the President (or the Secretary) of the corporation that is de-

scribed in, and that executed the within Instrument, and acknowledged to me that such
corporation executed the same.

IN WITNESS WHEREOQOF, I have hereunto set my official signature and affixed
my notarial seal the day and vear first above written.

My commission expires:

Notary Public

L B B A A R

STATE OF ) INDIVIDUAL
) ss.
COUNTY OF
On this day of , 1970, before me personally appeared

known to me te
be the person___ described in and who executed the within and foeregoing instrument,
and acknowledged to me that executed the same.
IN WITNESS WHEREQF, I have hereunto set my official signature and aiffixed
my notarial seal the day and year first above written.

My commission expires:

Notary Public

* % % * * * k%

STATE OF )
)58, INDIVIDUAL
COUNTY OF )
On this day of , 1970, before me personally appeared

known to me to
be the person_ described in and who exccuted the within and foregoing instrument,
and acknowledged to me that executed the same,
IN WITNESS WHEREQF, I have hereunto set my official signature and affixed
my notarial seal the day and year {irst above written.

My commission expires:

Notary Public



EXHIBIT "A"

Attached to and made a part of that Communitization Agreement
dated June 12, 1969 covering the Heath formation under the
following described lands in Stark County, North Dakota:

Township 140 North, Range 97 West

Section 15: S%

QIL AND GAS LEASES

Lessor: The Home-Stake Royalty Corporation

Lessee: North American Royalties, Inc.

Dated: June 15, 1964

Recorded: August 5, 1964, Book Al09, page 343

Lands; Township 140 North, Range 96 West
Section 15: SEj
Primary term extended by Amendment of Oil and Gas
Lease dated june 6, 1969, and recorded june 17, 1969,
in Book A-133 Misc., page 221.

Lessor: The Home-Stake Oll and Gas Company

Lessee: North American Royaltles, Inc.

Dated: June 15, 1964

Recorded; August 5, 1964, Book Al09, page 345

Lands: Township 140 North, Range 96 West
Section 15: SEj
Primary term extended by Amendment of Oil and Gas
Lease dated June 6, 1969, and recorded June 17, 1969,
in Book A-133 Misc., page 222..

Lessor: The First Trust Company of St. Paul as Trustee for Johanna

' Maud Hill, Louis Fors Hill and Mari Hill

Lessee: North American Royalties, Inc.

Dated: December 13, 1969

Recorded; February 4, 1970, Book Al37 Misc., page 305

Lands: Township 140 North, Range 96 West

Section 15: SEj

- 1] =



Lessor: E. O. Hancock

Lessce; North Amerlican Royalties, Inc.

Dateds December 13, 1968

Recorded: January 15, 1970, Book Al37, page 57
Lands: Township 140 North, Range 96 West

Section 15: SEL

Lessor: Frank Rummel, Jr. and Margaret Rummel, husband and wife
Lessee: R. E. Moore

Dated: July 5, 1969

Recorded: July 14, 1969, Book A133, page 641

Lands: Township 140 North, Range 896 West

Section 15: SE}

Lessor; Jacob Schank and Kathryn Schank, husband and wife
Lessee: + North American Rovalties, Inc.

Dated; May 28, 1969

Recorded; June 30, 1969, Book Al133, page 373

Lands: Township 140 North, Range 96 West

Section 15: SEj

Lessor: Sebastian A. Mischel and Odessa Mischel, husband and wife
Lessee: North American Royalties, Inc.

Dated; May 28, 19685

Recorded: July 29, 1969, Book Al34, page 23

Lands: Township 140 North, Range 96 West

Section 15: SEf

Lessor: John A, Hoff and Irene M. Hoff, husband and wife
Lessee: North American Royalties, Inc.

Dated: May 28, 1969

Recorded; July 29, .1969, Book Al34, page 25

Lands: Township 140 North, Range 96 West

Section 15: SEj.

-12 -




Lessor:

Lessee:

Dated:

Recorded:

Lands:

Lessor:

Lessee;

Dated:

Recorded:

Lands:

Lessor:

Lessee;

Dated:

Recorded:

Lands:

Lessor:

Lesgee:

Dated:

.Recorded:

Lands:

Lessor:
Lesseea:

Dated:

Recorded:

Lands:

Tillic Fischer, a widow

North American Royalties, Inc,

June 2, 1969

June 30, 1969, Book Al33, page 375

Township 140 North, Range 96 Wegt
Section 15: SEj

E. F. Rakowski and Gladys M. Rakowski, husband and wife

North American Royalties, Inc.
May 28, 1969
December 29, 1969, Book Al36, page 481

Township 140 North, Range 96 West
Section 15: SE%

Wm. Schatz and Lena Schatz, husband and wife
North American Royalties, Inc.

June 2, 1969

September 8, 1969, Book Al34, page 525

Township 140 North, Range 96 West
Section 15: SE%

George P. Ficek

North American Royalties, Inc.

May 29, 1369

June 19, 1969, Book Al33, page 261

Township 140 North, Range 96 West

Section 15: SEj

R. L. Higgins and Wiima T. Higgins, husband and wife

Shell Qil Company
June 21, 1967
August 28, 1967, Book Al24, page 629

Township 140 North, Range 96 West
Section 15; SEf

“-13 -



Lessor:;
lLessee:
Dated:
Recorded:

Lands;

Lessor:

Lessee;

Dated:

Recorded:

Lands:

Lessor:

Lessee;

Dated:

Recorded:

Lands:

Lessor:

Lessee;

Dated:

Recorded;

Lands:

Legsor:

Lessee:;

Dated:

Recorded:

Lands:

Vicla L., Younger

North American Rovalties, Inec.
December 13, 1969

January 15, 1970, Book Al37, page 49

Township 140 North, Range 86 West

Section 15: SEf

Emna L. Purves

North American Royalties, Inc.
December 13, 1969

January 15, 1970, Book Al37, page 55

Township 140 North, Range 96 West

Section 15: SE:

Johnnie L. Service and C. T. Service, her husband
North American Royalties, Inc.

December 13, 1968

January 15, 1570, Book Al37, page 53

Township 140 North, Range 96 West

Section 15; SE%

William Rummel aka Wm. Rummel
North American Royalties, Inc.
December 13, 1969

FPebruary 3, 1970, Book Al37, page 293

Township 140 North, Range $6 West

Section 15: SE%

Julian Toskey and Pearl Toskey, husband and wife
North American Royalties, Inc.

December 13, 1969

April 1, 1970, Book Al38, page 237

Township 140 North, Range 896 West

Section 15: SEL
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Lessor:
lLessee:
Dated:
Recorded:

Lands:

Lessor:

Lessee:;
Dated:
Recorded:

Lands:

Lessor;

Lessee:

Dated;

Recorded;

Lands:

Lessor:

Lessee:

Dated:

Recorded:

Lands:

Lesgsor:

Lessee;

Dated:

Recorded:

Lands:

Virginia C. Moscley, formerly Virginla C. Dick
North American Rovalties, Inc.

May 28, 1969

November 24, 1969, Book A136 Misc., page 41

Township 140 North, Range 96 West

Section 15; SW%

Virginia C.\Moseley, formerly Virginia C. Dick, and
Frederick 8. Moseley, jr., Trustees

North American Rovalties, Inc.

May 28, 1969

November 24, 1969, Book Al36, page 43

Township 140 North, Range 96 West

Section 15: SWi

Frank Veverka aka Frank Veverka Jr., a single man
R. E. Moore

July 17, 1867

August 11, 1967, Book Al24, page 485

Township 140 North, Range 96 West

Section 15; SW3%

Joseph Kralicek, Jr. aka Joe Kralicek Jr. and Josephine
Kralicek, husband and wife

R. E. Moore

July 21, 1967

August 11, 1967, Book Al24, page 485

Townghip 140 North, Range 96 West
Section 15: SW3

Norbért J. Muggli and Doris Muggli, husband and wife
Cardinal Petroleum Company

june 9, 1969

Book Al34, page 77, August 4, 1969

Township 140 North, Range 96 West
Section 15: SE%
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Lessor:
Lessee;
Dated:

‘ Recorded:

Lands:

Lessor:

Lessee:
Dated:
Recorded:

Lands:

Lesgsor:
Lessee:
Dated:
Recorded:

Lands:

Lessor:
Lessec:
Dated:
Recorded:

Lands;

Lessor:
Lessee;
Dated:
Recorded:

Lands:

Ward M. Kirby and Virginia J, Kirby, husband and wife
Cardinal Petroleum Company

June §, 1969

Book Al34, page 217

Township 140 Neorth, Range 96 West

Section 15: SEi

Kathleen Kellogg, Trustee and Theodore Kellogg and
Kathleen Kellogg, husband and wife

Cardinal Petroleum Company

June 9, 1969

Book Al34, page 79

Township 140 North, Range 96 West

Section 15: SEZ

Margaret H. Rummel
Cardinal Petroleum Company
June 9, 1969

Book Al34, page 215

Township 140 North, Range 96 West

Section 15: SE}

Shirley Ruth Shapiro and Sidney K. Shapiro, wife and husband

Cardinal Petroleum Company
June 9, 1969
Book Al34, page 73

Township 140 North, Range 96 West

Section 15: SEg

Evelyln Margaret Rauch and Lioyd Rauch, her husband
Cardinal Petroleum Company

June 9, 1969

Book Al34, page 75

Township 140 North, Range 986 West
Section 15: SEj
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Lessor: D. E. Balch

Lessce: Cardinal Petroleum Company

Dated: June 9, 1969

Recorded: Book Al134, page?7l

Lands: Township 140 North, Range 96 West
Section 15: SE7

Lessor; Estate of William R, Reichert, deceased

Lessee: Cardinal Petroleum Company

Dated:; June 6, 1969

Recorded: Book Al133, page 489

Lands; Township 140 North, Range 96 West
Section 15: SEj

Lessor: Elizabeth Landis

Lessee: J. Hiram Moore

Dated;

Recorded:

Lands: Township 140 North', Rahge 96 West
Section 15; SE}

Lessor: Gladys 8. Landis, DeWitt Landis, Jr. and Charles E.
Landis, each Individually and as Independent Executors
of the Will and of the Estate of Hugh DeWitt Landis, deceased

Lessee: J. Hiram Moore

Dated:

Recorded;

Lands; Township 140 North, Range 96 West

Section 15: SE3

UNLEASED MINERAL INTERESTS

Undivided 15/64 mineral interest under
Township 140 North, Range 96 West
Sectlon 15: SWiz

Helmerich & Payne, Inc.

Undivided 3/64 mineral intcrest under
Township 140 North, Range 96 West
Section 15: SW3

Continental Qil Company

-17 -




Huston Huffman Undivided 3/64 mineral interest under
Township 140 North, Range 96 West
Section 15: SWy

North American Royalties, Inc. Undivided 1/8 mineral interest under
Township 140 North, Range 96 West
Scction 15: 5%

J. Hiram Moore Undivided .9526 net mineral acre interest under
Township 140 North, Range 96 West
Section 15; SEj




TO WHOM IT MAY CONCERN:

The undersigned, Frank Vevcerka, Dickinson, North Dakota, hereby
nominates and appoints Joscph Kralicek, Jr., as my agent to act for
me and in my behalf in connection with all hearings before the State
Industrial Commission, Bismarck, North Dakota, relating to my mineral
interest in the Southwest Quarter (SW4) of Section FKifteen (15),
Township One Hundred Forty (140) North, Range Ninety-six (96) West
of the Fifth Principal Meridian, Stark County, North Dakcta.

Dated at Dickinson, North Dakota, this 18th day of August, 1970.

e PO s
At St L e o S (f_
Frank Veverka

STATE OF NORTH DAKOTA )

SS
COUNTY OF STARK )

On this 18th day of August, 1970, before me, a Notary Public
within and for said county and state, personally appeared Frank
Veverka, known to me to bc the same perscon described in and who
executed the within and foregoing instrument and severally acknowl-
edged that he executed the samc.

. I e — ) // |
/”(ﬂjtwf,)(léiﬂff.gg,tw, -
W. F. Reichert, Notary Public
Stark County, North Dakota

My commission expires May 1, 1976.

(SEAL)



- 780 ¢lenside Court kast
Oradell, New Jersey Q7649
July 28, 1970

State Industrial Commission of North Dakota Y%
State Capitol Building = 1
Bismarck, North Dakota ' :
Subject: 0il Well Spacing on Section 15
y Township 1LO
Range 96, Stark County
North pakota
Gentlemen:
As a mineral owner under the SE 1/l of Section 15, we recgived a letter 1

from North American Royalties, Inc., dated June 16, 1970, accompanying a
communitization agreement for a spacing in the section such that the 8§ 1/2
of the section be established as a spacing unit,

We wish to record our oovposition to this proposal,

It is our belief that North American Rayalties and its associate, Louis W.
Hill have an obligation to mineral holders in the W 1/2 of Section 15 to drill
in the N& 1/L of Section’l5, in an established W 1/2 of Section 15, This pre-
ferred spacing unit would take into account the North American Royalties interests
in the NW 1/l of Section 21 as well as in the NW 1/l; of Section 15,

In agaition Cardinal Petroleum Company has previously obtained an approved
permit to drill a well in the E 1/2 of Section 15 (with the Spacing Unit designated
as the E 1/2).

It is our position that the Cardinal application for an E 1/2 Spacing unit
be approved.

Yoursg very truif

(fwé;w Mﬂéws ----- ,{a/um}

Lvelgﬁ Margardt [

A iy

¢ 5idney K. /Shapiro LIoyd/ Rauch
2520 Huntington Avenue
Minneapolis, Minnesota 55116
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MILLER & PFAFF
WILLIAM & MILLER ATTORNEYS

ALFRED 5. PFAFF SALEM, ILLINOIS
62881

July 2, 1970

TELEPHONE
S4B-3306
AREA CODE 618

North American Royalties, Inc.
P. 0. Box 1476
Bismarck, North Dakota 58501

Gentlemen:

Recently Dr. E. 0. Hancock signed a Communitization Agreement
covering oil properties in Township 140 North, Range 96 West
communitizing the entire South half (8k) of Sectiom 15. Dr. Hancock
owns mineral interests under the entire East half (EBY) of Section
15, but owns none in the West half (Wk).

Subsequent to receipt of the contract from your company,
which he signed and returned to you, he received a letter from
Cardinal Petroleum Company in which they announced that they were
purposing to communitize the East half (EY) of Section 15 rather
than the South half (S%).

Irwas learned also from them that they had drilled a well in
the Southwest Quarter (SWk) of the Southeast Quarter (SEk), which
is on the property owned by Dr. Hancock.

With this further informatiom, Dr. Hancock feels that it would
be to his advantage to communitize the East half (E¥) rather than
the South half (Sk) of Section 15. He feels that his actiom in
signing the first agreement was percepted and made without sufficient
information and without any knowledge of the fact that Cardinal
had drilled a well or that there was any question as to the location
of the unit.

Dr. Hancock, therefore, wishes to advise that he prefers, for
his part, the commmitizing of the East half (EX) of Section is.

Copies of this letter are being sent to Cardinal Petroleum
Company, North Dakota Industrial Commission and 25x’nduin A. Noble.

Yours very truly,

—

Copploc CP A

Alfred 8. Pfaff
ASP:bd
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ALFRED . PFAFF SALEM' |LL|NO|S E48-3306
szasal AREA CODE 618

July 2, 1970

North American Royalties, Inc.
P. 0. Box 1476
Bismarck, North Dakota 58501

Gentlemen:

Recently Dr. E. O. Hancock signed a Communitization Agreement
covering oil properties in Township 140 North, Range 96 West
communitizing the entire South half (s%) of Section 15. Dr. Hancock
owns mineral interests under the entire East half (Ei4) of Section
15, but owns none in the West half (W).

Subsequent to receipt of the contract from your company,
which he signed and returned to you, he received a letter from
Cardinal Petroleum Company in which they announced that they were
purposing to communitize the East half (Ek) of Section 15 rather
than the South half (S%).

Irwas learned also from them that they had drilled a well in
the Southwest Quarter (SWk) of the Southeast Quarter (SE%), which
is on the property owned by Dr. Hancock.

With this further information, Dr. Hancock feels that it would
be to his advantage to communitize the East half (E4) rather than
the South half (S¥) of Section 15. He feels that his action in
signing the first agreement was percepted and made without sufficient
information and without any knowledge of the fact that Cardinal
had drilled a well or that there was any question as to the location
°£ the unit.

Dr. Hancock, therefore, wishes to advige that he prefers, for
his part, the commmitizing of the East half (EX) of Section 15.

Copies of this letter are being sent to Cardinal Petroleum
Company , “North Dakota Industrial Commission and Dr. Edwin A. Noble.

Yours very truly,
C«%&G@ %Cf”ﬂzf?ﬂ‘
Alfred S. Pfaff

ASP:bd



4909 Bywood West
Minneapolis, Minn. 55434

gtate Tndustrial ngommission of Worth nakota
gtate napital Ruilding
nismarck, worth nakota 58501

Re: 0il well Spacing on Sec. 15, Twp. 140,
Range 95, gtark sounty, w. n.

nentlemen:

Thie pertaine to the petition of North American Royalties,
Inc. requesting that the spacing in this section be changed from
the North and South spacing originally approved by the permit granted
to Nardinal Petroleum go. to drill, to an mast and West spacing. This
would change the spacing unit from the g% of Section 15 as originally
approved to the $3.

I am a native and former resident of nickinson, N. D.,
and one of the owners of minerals under the SE: of Section 15 which I
have held since 1951. T hold nc mineral acreage in the Sw& of Section
15 and have no participative interest in any other wells.

Thie is to express my oppesition to the proposal of North
American Royalties to change the spacing ~unit’ from that specified
in the drilling permit.

It is my understanding that the reason for the petition of
North American Royalties is due to their holdings in the gwh of gection
15. Tt ie also my understanding that Worth American Royalties has
brought in a producing well in the NW: of fection 22 (the quarter immed-
iately to the south of the quarter it is attempting to have included in
the revised spacing unit). It is further my understanding that North
American Royalties and its partner Louis Hill owns the leasehold interests
in the NW%: of Section 15 (which is the quarter immediately to the north
of the quarter they seek to have included in the revised spacing unit. )
By controlling the quarter sections immediately to the south and imved-
iately to the north of the quarter in question (8wl of 15) would seem to
give them full protection, with no basis for revieing the spacing unit.

From the standpoint of the equities of the situation, it would
seem that these pcints should be pertinent:

1. when pardinal applied for, was granted a permit for the &}
of gection 15, invested their money and drilled on that basis, that should
settle the matter. Otherwise the obvious course for adjacent landowners,
after the outcome of a well is Known, is to requeet that the spacing unit
be changed to their advantage.




2. T would suspect that if the well in the SE} of Sec. 15 had
been a dry hole, North pmerican Royalties would have had no interest
in an East-West spacing.

5+ It would seem that North American Royaltiee should adhere to
the North-gouth spacing, and now drill on the WW of Sec. 15 for the
protection and interests of itself and other mineral owners in the wi
of gection 15.

It may also have some relevance that until now, no drilling has
been done on our property in the 19 years we have held it, including the
years when it wae under lease to North American Royalties with the lease
permitted to lapse without any drilling being undertaken.

It is my strong hope and request that this nommission support
the position of the State neologist who designated the gk of Sec. 15
as the spacing unit when the drilling permit was granted, and that the
petition of North American Royalties to change the spacing unit, after
a producing well hae been brought in, be denied.




Area Code 618
Phone 548-1518

R. L. HIGGINS
P. O. Box 186
SALEM, ILLINOIS 62881

30 June, 1970

North Dakota Industrial Commission
State Capitol Building
Bismarck, North Dakota 58501

re-~Application of Cardinal Petroleum
Company for an Order Pooling all in-
terest in the Spacing Unit Described as
the B} of Section 15, Twp. 140 North,
Rge. 96 West, in the Dickinson-Heath
Pool, Stark County, North Dakota

Gentlemens:

With the intention to cooperate and expidite development I signed a
Unitization agreement in favor of North American Royalties to pool the
south half of Section 15-140N-96W which I would like to withdraw and

concur with the above captioned application which is to the best interest
of the mineral holders under this tract.

Yours truly

£ ! %
f %7
q . 1t

KL o
\ : \‘} i :
R. L. HIGGINS

RLH:ceh

CC:s North American Royalties, Inc.
P. 0. Box 1476
BiSMARCK, NORTH DAKOTA 58501

CARDINAL DRILLING COMPANY
P.. 0. Box 1077
Billings, Montana 59103



June 30, 1970

North Dakota Industrial -Commission
Bismarck, North Dakota 58501

Gentlemen:

We are writing in regard to the application of North
American Royalties for East-West spacing in Section 15,
Township 140, Range 96.

We have approximately gﬂ mineral acres under this
and the three adjoining eighties in Section 14. We have
+his land under lease from North American Royaltlies for
vears before they took their last least about a year ago.
During this period this company never did anything whatever
to develop the land for oil and gas but did develop nearby
land. : :

As we understand it, North American Royalties wants
this spacing because 1t claims that the Southwest Quarter o
of Section 15 will be drained by the well that is in the
Southeast Quarter. As we also understand, the North Amer- .
ican Royalties either has or has recently held leases on the
quarters on the South (where the Wolf well, a good producer,
is located), on the West, and on the North. Thus, it seems
that this company has this Southwest quarter of Section 15
surrounded on three of its four sides by lands which they
either have produced or have a right to develop.

For that reason it seems to us that North American Roy-
alties has protection on three sides and had not ought to
expect share in the development on the remaining fourth side
of its quarter. When we gave our last leasé to North American
Royalties we were informed and understood .that we would re-
ceive one-eighth of the oll produced on the land leased. We
were not told at that time that North American Royalties would
apply for a spacing permit that would only give us one-slxteenth
of sueh oll. We think it was the duty of North American Royaltiles,
who has been in the area quite a while, i1f it intended to attempt
to cut down our production to one-sixteenth instead of one-
eighth which their lease provided, to have told us so.

Yours sincerely,




June 30, 1970

 North Dakota Industrial Commission
Bismarck, North Dakota 58501

'_Gentlemen:

We are writing in regard to the applicat
American Royalties for East-West spacing in Secbi
Township 140, Range 96. _ :

R e A e R Gaitenc

..........

We have app“oximately g ineral acres under thils
 and the three adjoining eighties i1, uo,”iom 14. We have
+ ~this land under lease from North American Royalties for ]
. years before they took their last least about a year ago.

During this period this company never did anything whatever
to develop the land for oil and gas but did develop nearby s
1and ) : g i

As we understand it, North American Royalties wants
this spacing because 1t claims that the Southwest Quarter
of Section 15 will be drained by the well that is in the
Southeast Quarter., As we also understand, the North Amer-
ican Royaltles elther has or has recently held leases on the
quarters on the South (where the Wolf well, a good producer,
is located), on the West, and on the North. Thus, it seems

- that this company has this Southwest quarter of Section 15
surrounded on three of its four sides by lands which they
either have produced or.have a right to develop.

‘For that reason 1t seems to us that North American Roy- .. . . . . &
“"8lties has protéction on three sides and had not ought to

expect share in the development on the remaining fourth side

of 1ts quarter. When we gave our last leasé to North American

Royalties we were informed and understood that we would re-

.celve one-elighth of _ie oil produced on the land leased. We

were not told at that time that North American Royalties would

apply for a spacing permit that would only glve us one-sixteenth

of such oil. We think it was the duty of North American Royalties,
who has been in the area quite a while, if 1t intended to attempt

to cut down our production to one-~-sixteenth instead of one-

eighth which thelr lease provided, to have told us so.

Yours sincerely, '

W&aﬁ# M?v‘%‘“

s
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//{- ; ; June 30, 1970

a4 North Dakota Iﬁduotrial -Commission
A ... Bismarck, North Dakota 58501

Gentlemen:

We are writing in regard to the application of North
: American Royaltles for East-West spacing in Section 15,
f Township 140, Range 96.

We have anproximatel;*kfd mineral acres under this

| 5 the three adloining.elghties 1rn Section 14. We have

b :uis land under lease from North American Royalties for.J
ears before they toock their last least about a year ago.
During this periocd this company never did anything whatever
to develop the land for oil and gas but did develop nearby

: land, :

) <3

As we understand it, North American Royaltles wants
this spacing because it claims that the Southwest Quarter
By of Sectign 15 -will be dralned by the well that is in'the ... .__ .. ..~
P e e S Ut REAS t T QUATt e, AS W8 “also understand, the North Amer-. - '
; ican Royalties either has or has recently held leases on the
quarters on the South (where the Wolf well, a good producer,
is located), on the West, and on the North. Thus, it seems
that this company has this Southwest gquarter of Section 15
surrounded on three of its four sides by lands which they
either have produced or have a right to develop.

g

For that reason 1t seems to us that North American Roy-
alties has protection on three sides and had not ought to
expect share in the development on the remaining fourth side
o“ its guarter. When we gave our last leasé to North American
Ay alties we were informed and understood that we would re-
o ?wfge ocne-clgnth ofjihe o1l produced on the land Wleased. We
were not told at that time that North American Royalties would
apply for a spacing permit that would only give us one-sixteenth
; of such oil. We think it was the duty of North American Royalties,
) wno nas been In the area quite a while, if it intended to attempt
! to cut down our production to ©ne-sixteenth instead of one-

: eight@.ﬁ?}ﬂﬁmﬁheiﬁﬁl§§§e~nraﬁf 0. hAVe—§8dd- 08 -8 T Eem T e T e

%.? '. ' Yours si?fer 1y,
II : Lo




North Dakota Industrial .Commission
Bismarck, North Dakota 58501

Gentlemen:

We are writing in regard to the application of North
American Royalties for East-West spacing in Section 15,

Township 140, Range 96.

We nave approximately 4 _mineral acres under this

tne three adjolining eidhties in

Section 14. We have _

ti.is land under lease from North American Royalties for;Q%?%ﬂﬁ
vears before they took their last least about a year ago. |
During this period this company never did anything whatever

to develop the land for oil and gas but did develop nearby

land.

As we understand i1t, North American Royalties wants
this spacing because it claims that the Southwest Quarter
of Section 15 will be drained by the well that is in the

quarters on the South (where the Wolf well, a good producer,
is located), on the West, and on the North. Thus, it seems
that thls company has this Southwest quarter of Section 15
surrounded on three of its four sides by lands which they
either have produced or have a right to develop.

For that reason it seems to us that North American Roy-
alties has protection on three sides and had not ought to

expect share in the development on

the remaining fourth side

of its quarter. When we gave our last leasé to North American
Reralties we were informed and understood that we would re-

ceive hg-s4pertt of the o0il produced on the land leased. We

were told at that time that North American Royalties waquld
apply for a spacing permit that would only give us one

of such oll. We think it was the duty of North Ameriec e,

wno has veen 1n the area quite a while f it intended: attempt
to cut down our production to one h instead of one=
el / s e R e

_3/ Y e+@ash wilch thelr lease provide

Yours sincerely,

.Solitheast Quarter. As we also understand, the North ARBR~ oo oo o
ican Royalties either has or has recently held leases on the

l

2
i

Kook Pl b 727 Ly

(Mr. and MrsY Frank Rummel)

7
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Box 1097
Dickinson, North Dakota 58601
June 26, 1970

~.State Industrial Commlssion of North Dakota
State Capitol Building
Bismarck, North Dakota 58501

re: O0il Well Spacing on Sec. 15,
T™wp. 140, Rge. 96, Stark County,
North Dakota

Gentlemen:

This letter is in reference to proposal of North American Royaltles,
Inc., set forth in letter of June 16, 1970, to mineral owners in the
above premises, propOsing that spacing in this sectlion be east and
west so that the 8% of Section 15 will be established as a spacing
unit.

As an owner of minerals under the SEf of such section in which a
well is located, we desire to state our opposition to this proposal.

It is our understanding the North American Royaltlies, Inc. makes

such proposal in order to protect the rights of mineral and lease-
hold ownerg under the SWi of such section. It 1s also our understand-
ing that this company owns all or a substantial leasehold interest 1n
the Wolfe well, which is situated in the guarter-section ilmmedlately
south of such SWL (the NWL of Section 21), and that this company,
together with its associate, Louis W. Hill, owns the 1easeh01d inter-
est in the quarter-section immediately north of such SWi (that 1is,

the NWL of Section 15). It would ,appear under these circumstances
that if there is oil under the SW# of Sectlon 21, that these lease-
holds bracketing on the north and south furnish adequate protection,
and that North American Royalties and Louis W. Hill have an obligation
to drill in the SE{NW$ of Section 15 for the development and protection
of itself and other mineral owners in the w of Section.lh.

Yours vepy truly,

Theodore Kellogg

! L
%?%M.,‘...J ’f"‘z”“‘ "ﬁ?‘/

Kathleen Kellogg




BP0, Rax 1097
Dickinson, North Dakota
58601

June 29, 1970

State Industrial Commission of
North Dakota

State Capitol

Bismarck, North Dakota 58501

Re: 0il Wells Spacing on Section 15,
Township 140, Range 96, Stark
County, North Dakota

Gentlemen:

In my letter of June 26, 1970, stating objection to
the proposal of North American Royalties, Inc, for East-
West spacling in thls sec¢tion, there is an error in the
descriplden:in the: pexl Lo the lgat lipe in Ghe Jdelfter.
The description "SE-1/4 NW-1/4" should be changed to Just
"Nw-l/ﬂ”.

Thank you for making thils correction.

Theodore Kellbgg{

TK:pml



CFFICE OF
AREA VICE PRESIDENT NORTH AMERICAN ROYALTIES, INC. NHH

CGlL AND GAS OPERATIONS » ROCKY MOUNTAIN AREA
PROVIDENT LIFE BUILDING . P, O. BOX 1476

Iume 18, 1970 BISMARCK, N. D, 58501
y,
G )B:\UOV{'

The Industrial Commission

of theState of North Dakota
State Capitol Building
Bismarck, North Dakota

Gentlemen:

North American Royalties, Inc. respectfully requests the Commission
to conduct a hearing on July 21, 1970 for the purpose of issuing an
order pooling all interests in the 83 of Section 15, Township 140 North,
Range 96 West, Stark County, NorthDakota.

There are separately owned interests in this spacing unit, and some

of the owners of sald interests have not voluntarily pooled their
interests for the development and operation of such spacing unit,

For your information a well located in the SWiSE§ Section 15, Township
140 North, Range 96 West is presently being completed as a Heath

producer.
Very truly yours,
NORTH AMERICAN ROYALTIES, INC
j ;.&;/C / ﬂzuz
ACB:ms By: Arthur C. Bauer

cc: Louis W, Hill, Jr.
Cardinal Petroleum Company
J. Hiram Moore
Helmerich & Payne, Inc.
Huston Huffman
Continental Oil Company
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STATE OF NORTH DAKOTA IN DISTRICT COURT

COUNTY OF BURLEIGH FOURTH JUDICIAL DISTRICT

Cardinal Petroleum Company,

Appellant,
vs,
Williamm L. Guy, Governor, Helgi CERTIFICATE OF RECORD ON
Johanneson, Attorney General, and APPEAL TO DISTRICT COURT
Arne Dahl, Commissioner of Agri-
culture, all as members of the North Civil #21191

Dakota Industrial Commission, Helgi
Johanneson, as Attorney General of
North Dakota, and North American
Royalties, Inc., :
Respondents.

CASE 1004

ORDER 1082

IN THE MATTER OF A HEARING CALLED ON A MOTION OF THE COMMISSION
TQ CONSIDER THE APPLICATION OF NORTH AMERICAN ROYALTIES, INC.,
FOR AN ORDER POOLING ALL INTERESTS IN THE DICKINSON-HEATH IN THE

8/2 OF SECTION 15, TOWNSHIP 140 NORTH, RANGE 96 WEST, STARK COUNTY,
NORTH DAKOTA,

and
CASE 100;
ORDER 1082
IN THE MATTER OF A HEARING CALLED ON A MOTION OF THE COMMISSION
TO CONSIDER THE APPLICATION OF CARDINAL PETROLEUM COMPANY FOR
AN ORDER POOLING ALL INTERESTS IN THE DICKINSON-HEATH IN THE E/2
OF SECTION 15, TOWNSHIP 140 NORTH, RANGE 96 WEST, STARK COUNTY,
NORTH DAKOTA.

TO THE CLERK OF THE DISTRICT COURT OF THE COUNTY OF
BURLEIGH IN THE FOURTH JUDICIAL DISTRICT OF THE STATE OF NORTH
DAKOTA:

1, Bonnie Chase, Secretary of the North Dakota Industrial Commission, do
hereby certify that the following papers and documents constitute a full and com-
plete record, insofar as available, filed in connection with the above entitled
matiers before the North Dakota Industrial Commission:




CASE 1004:

I
Application for Hearing by North American Royalties, Inc., dated June 18, 1970,
I

Transcript of Testimony taken in Cases 1004 and 1005 at the North Dakota Indus-
trial Commission Hearing held August 20, 1970.

Il

North American Royalties Exhibits 1 through 14 introduced at hearmg before
North Dakota Industrial Commission on August 20, 1970.

v

Letter from D. H. Canfield, Manager of Exploration, Helmerich & Payne, Inc.,
Tulsa, Oklahoma, dated August 17, 1970.

\'
Statement of Frank Veverka, Dickinson, North Dakota, dated August 18, 1970.
VI
Telegram from Louis W, Hill, Jr., dated August 18, 1970.

VIL

Telegram from Huston Huffman, Oklahoma City, Oklahoma, dated August 18,
1970.

VIil

Copy of Commission's Order No. 1082, issued in Cases 1004 and 1005, dated
September 8, 1970.

IX

Notice of Appeal on behalf of Cardinal Petroleum Gompany, dated September 24,
1970.

p.4

Copy of the Certification of Costs of Transcript on Appeal sent to John R,
Davidson and Donald K. Roberts, Attorneys for Appellant.




CASE 1005

XI
Application for Hearing by Cardinal Petroleum Company dated June 22, 1970,
XII

Cardinal Petroleum Company Exhibits 1 through 25 and exhibit 27 introduced at
hearing before North Dakota Industrial Commission on August 20, 1970,

X1
Numerous letters received by the Commission relative to these mattexs.
X1V
Caées 1004 and 1005 were consolidated for hearing. Therefore, the transcript

of testimony, the order and the Notice of Appeal referred to in Case 1004 are
likewise applicable to Case 1005,

1 further certify that the copy of the North Dakota Industrial Commission
Order 1082, referred to herein, is a true and correct copy of this Order as
presently filed in the OQil Order Book of the North Dakota Industrial Commission
in the Office of the Governor, State Capitol, Bismarck, North Dakota.

///> A i C/Z’%}f - ”'L/

Mrs, Bo_n_;lj.é Chase, Secretary
North Dakota Industirial Commission
December 3, 1970




STATE OF NORTH DAKOTA IN DISTRICT COURT
COUNTY OF BURLEIGH FOURTH JUDICIAL DISTRICT
Jacob Schank, Kathryn Schank, Ward

M. Kirby, Theodore Kellogg, and
E. F. Rakowski,

Appellants,
CERTIFICATE OF RECORD ON
vs, APPEAL TO DISTRICT COURT
North Dakota Industrial Commission; Civil #21206

Gerald W, VandeWalle, Assistant Attorney
General: North American Royalties, Inc.,
a corporation; Louis W. Hill, Jr.; Cardinal
Petroleum Company, a corporation; Janet
M. Reichert; Joe Kralich, Jr.; Josephine
Kralicek; Frank Veverka, Jr.; Continental
Qil Company, a corporation; Durvand E.
Balch; Frank Rummel and Norbert J.
Muggli,

Respondents.

CASE 1004
ORDER 1082

IN THE MATTER OF A HEARING CALLED ON A MOTION OF THE COMMISSION
TO CONSIDER THE APPLICATION OF NORTH AMERICAN ROYALTIES, INC.,
FOR AN ORDER POOQLING ALL INTERESTS IN THE DICKINSON-HEATH IN THE
§/2 OF SECTION 15, TOWNSHIP 140 NORTH, RANGE 96 WEST, STARK COUNTY,
NORTH DAKOTA

and
CASE 1004
ORDER 1082

IN THE MATTER OF A HEARING CALLED ON A MOTION OF THE COMMISSION
TO CONSIDER THE APPLICATION OF CARDINAL PETROLEUM COMPANY FOR
AN ORDER POOLING ALL INTERESTS IN THE DICKINSON-HEATH IN THE E/2
OF SECTION 15, TOWNSHIP 140 NORTH, RANGE 96 WEST, STARK COUNTY,
NORTH DAKOTA.

TO THE CLERK OF THE DISTRICT COURT OF THE COUNTY OF BURLEIGH
IN THE FOURTH JUDICIAL DISTRICT OF THE STATE OF NORTH DAKOTA:




I, Bonnie Chase, Secretary of the North Dakota Industrial Commission, do
hereby certify that the following papers and documents constitute a full and com-
plete record, insofar as available, filed in connection with the above entitled
matters befoth the North Dakota Industrial Comission:

I
Notice of Appeal on behalf of Appellants, dated October 8, 1970.
i1

Copy of Commission's Order No, 1082, issued in Cases 1004 and 1005, dated
September 8, 1970, :

IT1

The transcript of testimony and the exhibits in these matters were certified to
the Court in Cardinal Petroleum Company v. William L. Guy, et al., Civil
#21191 and therefore are already before the Court. It is our understanding a
motion has been made to consolidate this appeal and the appeal in Civil #21191
for hearing.

I further certify that the copy of the North Dakota Industrial Commission
Order No. 1082, referred to herein, is a true and correct copy of this Order
as presently filed in the Oil Order Book of the North Dakota Industrial Com-
migsion in the Office of the Governor, State Capitol, Bismarck, North Dakota.

Y 2N

'//; -
/ift et g t‘_o‘i..LL/

(Mra. )Bo e Chase, Secretary
North Dakota Industrial Commission
December 3, 1970




INDUSTRIAL COMMISSION

STATE OF NORTH DAKOTA

CARDINAL PETROLEUM COMPANY ORDER NOQ, 1082
APPELILANT, CASES NOS., 1004 & 1005
VS,

WILLIAM L. GUY, Governor, HELGI

JOHANNESON, Attorney General, and

ARNE DAHL, Commissioner of Agriculture, CERTIFICATION OF COST

as members of the North Dakota Industrial OF TRANSCRIPT ON APPEAL
Commission, HELGI JOHANNESON, as

Attorney General of North Dakota, and NORTH

AMERICAN ROYALTIES, INC.

CASE 1004: IN THE MATTER OF A HEARING CALLED ON A MOTION OF THE
COMMISSION TO CONSIDER THE APPLICATION OF NORTH AMERICAN ROYALTIES,
INC., FOR AN ORDER POOLING ALL INTERESTS IN THE DICKINSON-HEATH IN
THE S/2 OF SECTION 15, TOWNSHIP 140 NORTH, RANGE 96 WEST, STARK
COUNTY, NORTH DAKOTA.

CASE 1005: IN THE MATTER OF A HEARING CALLED ON A MOTION OF THE
COMMISSION TO CONSIDER THE APPLICATION OF CARDINAL PETROLEUM
COMPANY FOR AN ORDER POOLING ALL INTERESTS IN THE DICKINSON-
HEATH IN THE E/2Z OF SECTION 15, TOWNSHIP 140 NORTH, RANGE 96 WEST,
STARK COUNTY, NORTH DAKOTA.

TO: John R, Davidson, Attorney for Appellant, Kurth, Jones, Davidson &
Calton, 805 Midland Bank Building, Billings, Montana 59101 and Donald K.
Roberts, Attorney, Cardinal Petroleum Company, Petroleum Building, Billings,
Montana 59101:

I, Bonnie Chase, Secretary of the North Dakota Industrial Commission, do
hereby certify that the coat of preparing the transcript of the appeal in the above
proceedings is estimated to be $140; that the cost for each additional copy of the
transcript is estimated to be $140,

Upon deposit of the above costs with the Industrial Commission, the transcript
will be prepared and certified, under seal, to the District Court of Burleigh County,
North Dakota, as provided by statute.

'Z{' o /,-r ,
/‘ /2\1‘"’){/2/_’(/11 etgg .
October 7, 1970 Bonnie Chase, Secretary
North Dakota Industrial Commission




STATE OF NORTH DAKOTA

85

COUNTY OF GRAND FORKS

AFRIDAVIT OF
MAILING

, being first duly sworn upen oath,

I, Clarence B. Folsom, Jr.
depose and say:
16 day of

Sept , 1970,

and correct copies of the attached Order No._ 1082

That I am over twenty-one vears of age; that on the

1 enclosed in separate envelopes true

af the North

Dakota State Industrial Commission, and deposited the same in the

United States Post Office at the University Statiom, University of

Morth Dakota, Grand Forks, North Dakota,

naid, directed to:

with postage thereoen fully

As shown below

all of whom filed written appearances at the hearing of the Industrial

Commission on Case No.

Mr. Richard Zajie

1004 & . 1005

1315 Meredith Dr.

Bismarck, ND 58202
Mr. Ray Harriscn Box 1077

Billings, MT 59103
Mr. Donald R. Roberts Box 1077

Billings, MT 59103
Janet Reichert 40 W. 4th

Dickinson, ND 58601
Mr. Frank Rummel Richardton, ND 58652

/ L /4,’

(Al
(QLﬂnature of person?halﬁ1na
Order and preparinc/Affidavit

Subscribed and sworn _to befare
me this ﬁ'ﬁ day of . Lo s 19/¢

Clovne & Ll

Notary Public, Grand Fork$ Founty
My commission expires 1 July 1971
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CARDINAL PETROLEUM COMPANY ]

.STATE OF NORTH DAKOTA : IN DISTRICT COURT

COUNTY OF BURLEIGH FOURTH JUDICIAL DISTRICT

APPEAL FROM ORDER OF

THE INDUSTRIAL COMMISSION

OF STATE OF NORTH DAKOTA

Appellant, Civil No.

Vs, NOTICE OF APPEAL

WILLIAM L. GUY, Governor, HELGI CASES NOS, 1004 & 1005
JOHANNESON, Attorney General and
ARNE DAHL, Commissioner of Agri-
culture, all as members of the

North Dakota Industrial Commission,
HELGI JOBANNESON, as Attorney General
of North Dakota, and NORTH AMERICAN

ROYALTIES, INC.,

ORDER NO, 1082
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Respondents. ¢
TO THE ABOVE-NAMED RESPONDENTS: | SR

G,y Nuﬂ"

You will please take notice that Cardinal Pet;q_fepgl_.%mpany,
the Appellant above~named, feeling aggrieved by the Findings of Fact,

Conclusions of Law and Order No, 1082 of the Industrial Gommlésion of the

- State of North Dakota in their consolidated cases Nos. 1004 and 1005, which

Order is dated the 8th day of September, 1870, wherein the Commission denied
the motion of Appellant to dismiss the application of the Respondent North
American Royalties, Iné. , in Case Nlo. 1004 requesting an order pooling all
interests in the Dickinson-Heath pool in the S} of Section 15, Township

140 North, Range 96 West, Stark County, Nor_th Dakota, and in addition
thereto and among other things, .determined that no final decision will Ibe

made upon the application of Appellant for an order pooling all interests in

the Dickinson-Heath pool in the E} of Section 15, Township 140 North,

Range 96 West, Stark County, North Dakota, until Appellant had drilled a
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well in the NW3 of said Section 15, hereby appeals to the District Court of

Burleigh County, North Dakota, from said Findings of Fact, Conclusions of

-Law and Order, and said Appellant demands a review of all the evidence and

Order of the Industrial Commission of the St'ate of North Dakota and the
Findings of Fact, Conclusions of Law and all proceedings of said Commission
in said matter.

Hereto attached is Appellant's Undertaking on Appeal and
Appellant's Specifications of Error on appeal.

DATED this _2 ¢ 7" day of September, 1970,

CARDINAL PETROLEUM COMEPANY

A /\/) /).
By f o / AT é" ({zéi,war -

Jéhn R, Davidson

/Attorney for Appellant
KURTH, JONES, DAVIDSON & CALTON
805 Midland Bank Building

Billings, Montana 59101

4////%/

Donald K, Roberts, Attorney
. Cardinal Petroleum Company

Petroleum Building

Billings, Montana 59101
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STATE OF NORTH DAKOTA IN DISTRICT CQURT
COUNTY OF BURLEIGH FOURTH JUDICYAL DISTRICT

APPEAL FROM ORDER OF

THE INDUSTRIAL COMMISSION

QF STATE OF NORTH DAKOTA

CARDINAL PETROLEUM COMPANY,

Appellant, Civil No,

vs,

SPECIFICATIONS OF ERROR

WILLIAM L. GUY, Governor, HELGI
JOHANNESON, Attorney General and
ARNE DAHL, Commissioner of Agri-
culture, all as members of the

North Dakota Industrial Commission,
HELGI JOHANNESON, as Attorney General)
of North Dakota, and NORTH AMFRICAN )
ROYALTIES, INC,., )
)
)

T Nt St Nt et Nt Yottt gt st "ttt

Respondents.

COMES NOW the Appellant and respectiully submits the
following as its Specifications .of Error to those Findings of Fact, Qonclusions
of Law and Order of the Industrial Commission of the State of North Dakota
entered in its consolidated cases Nos, 1004 & 1005 as Order ﬁo. 1082,
‘dated the 8th day of September, 1970:

I

That the Findings of Fact were not in accordance with the
evidence of the case,

II

That the Conclusions of Law made by the North Dakota
Industrial Commission are not supported by the Findings of Fact of the
evidence of the cage,

IiT

That the Commission erred in its Order in not including under
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the motion of Cardinal Petrolléum' Co, that North American Royalties, Inc.,
Applicant in Case No, 1004, did not apply for or obtain a drilling permit -
designating a spacing unit as the S% of Section 15, Township 140 North,
Range 96 West, before making its application to involuntarily pool the
5% of Section 15,
v
Thét the Commission grred in finding that North Ameri aan
Royalties, Inc,, is an "interested person" as the term is u_sedl in North
Dakota’'s involuntary pooling statute, Section 38-08-08, NDCC,
v
That the Commission erred in failing to find that inasmuch as
the Commission did not designate the specific spacing units in the
Dickinson-Heath pool in its Order No. 920, that the State Geologist under
Section 38-08-04, NDCC, and Rule 102 of the Commission's Rules and
Regulétions; , does have the authority to regulate the spacing of wells,
VI |
That the Commission erred in failing to find that by the terms
of its General Rules and Regulations, Form 1, entitled "Application To Drill",
including instructions thereto , requires the permittee to designate the. spacing
unit on its application for a permit to drill & well and the granting of a permit
in accordance with the application constitu'tes approval of the spaecing unit
requ_e'sted by the permittee, |
VTI
That the Commission erred in failing to recognize that Rule 102
of the Commission's General Rules and Regulations requires the State Geologist
to deny an apblication for a permit to drill a well if the approval of the

permit would allow waste or violate correlative rights,
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VIII
That the Commission erred in finding that Section 38-08—07I
was applicable to the issues at hand; when in fact the purpose of said
statute is to allow the Commission to space fields or pools as it did in its
Order No, 920,
X
That the Commission utilizing Section 38-08-07, NDCC,
entered its Order No, 920 which spaced the Dickinslon—Heath Pool on 320 acre
spacing, designated well locations, but did not establish specific spacing
units and the Commission is now in error in relying upon Section 38-08-07 or
Order No. 920 to establish specific spacing units in Section 15,
X

That the Commission erred in not finding that the failure of

North American Royalties, Inc., to establish or to attempt to establish the

'spacing unit in the S4 of Section 15 precluded the Commission from hearing

the application to involuntarily pool the 81 of Section 15.
X1

That the Commission erred in denying the motion of Cardinal

Petroleum Company to dismiss the application of North American Royalties,

Inc. in its Case No. 1004.
XII

That the Commission erred in considering any evidence
regarding the relative potential of oil productivity in various quarter sections
of S8ection 15 in that under Section 38—08-08, NDCC, the only issues to be
considered in these proceedings are (1} did Cardinal Petroleum Company
attempt to voluntarily pool the interests under the E4 of Section 15 and (2) are
Cardinal Petroleum Company's costs incident to the drilling, completion

and production of the well in the SW4SE{ of Section 15 reasonable.




v oo -9 & o & N M

B N B M e e R e e e
H OO 0w 3 a8 N = O

22

24
25
26
27
28
29
30
31
32

XIT1
That the Commission erred in failing to find that North American
Royalties, after early discovery of Cardinal Petroleum Company's intent to
drill a well in the SW$SE$ of Section 15, relying upon the E4 as the spacing

unit, failed to do any act to prevent the well from being drilled by Cardinal

- Petroleum Company at its cost and are now estopped from claiming a contrary

spacing unit after the well has been placed on production.
X1V
That the Commission erred in failing to find that Cardinal

Petroleum Company would lose a valuable property right by the granting of

'The North American Rovalties, Inc, application in that Cardinal's interest in

the well located in the SW%SE% of Section 15 would be depleted by 50% while
the interest of North American Royalties, Inc. would virtually remain the
same.
XV
That the Commission erred in omitting from its Findings of F act
thét the permit approved by the State Geologist for a well in the NW3 of
Section 15 6btained by Cardinal Petroleum Company designates the W2 of
Section 15 as the spacing unit,
XVI
That the Commission erred in omitting from its Findings of Fact
that Cardinal Petroleum Company would drill a well in the Nwi only if the
spacing unit already designated by the State Geologist as the W3 of
Section 15 is upheld,
XVII
Tha.t the Commission grred in its Order of September 8, 1970,
requiring Cardinal Petroleum Company to drill a well in the NW% without a

designated spacing unit since (1) it is impossible for Cardinal Petroleum
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Company to seek support from other working interest owners in either the

NEY or the SW3% of Section 15 and (2) the Order requires Cardinal Petroleurﬁ

Company to expend 100% of the cost of drilling and completing wells in

Section 15 while only owning approximately _40% of the working interest.
DATED this 24 7% day of September, 1970,

CARDINAL PETROLEUM COMPANY

1 J o
By (4—4: e 4\4.)8/4;{.{:.-4}:_‘-)1/

/f 1n R. Davidson

ﬁorney for Appellant
KURTH, JONES, DAVIDSON & CALTOCN
805 Midland Bank Building

Billings, Montana 59101

e~

//, Donald K, Roberts, Attorney
CARDINAL PETROLEUM COMPANY
Petroieum Building
Billings, Montana 59101
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STATE OF NORTH DAKOTA IN DISTRICT COURT

COUNTY OF BURLEIGH FOURTH JUDICIAL DISTRICT

APPEAL FROM ORDER OF

THE INDUSTRIAL COMMISSION

OF STATE OF NORTH DAKOTA

CARDINAL PETROLEUM COMPANY,
Appellant, Civil No.

vs. UNDERTAKING ON APPEAL

WILLIAM L, GUY, Governor, HELGI
JOHANNESON, Attorney General and
ARNE DAHL, Commissioner of Agri- .
culture, all as members of the

North Dakota Industrial Commission,
HELGI TOHANNESON, as Attorney General
of North Dakota, and NORTH AMERICAN
ROYALTIES, INC.,

Tt gt Nt Vgl Wt i et Tt et gt Memt® “vmint wmtt it umer® e

Respondents.

WHEREAS, an Order was made by the Industrial Commission of

the State of North Dakota under date of September 8, 1970, denying the

motion of the Appellant to dismiss the application of the Respondent North

American Royalties, Inc,, and further requiring the Appellant to, among other '
things, drill an oil and gas well in the NW% of Section 15,' Township 140 North,
Range 86 West, Stark County, Nprth Dakota, without having a spacing unit
previously designated: and

| WHEREAS , the _Appellant, feeling aggrieved by the said Order,
has issued its Notice of Appeal therefrom to the District Court of Burleigh
County, North Dakota, the county in which the hearing upon which the Order
was based was held,

NOW, THEREFORE, the undersigned Appellant, as princ;pal,

does undertake, in the sum of Two Hundred and Fifty Dollars, ($250.00),

legal tender of the United States 'which. is herewith deposited with the
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Clerk of the District Court of Burleigh County, North Dakota, to pay all costs
assessed against it in said appeal, and will prosecute said appeal without
delay, payment of which it shall well and truly bind itself to be méde to the
State. of North Dakota.

DATED this _}_L{_ day of September, 1970,

CARDINAL PETROLEUM COMFPANY

By, //4/»{9 / y 4

onald K, Rdberté,
Its Attorney

On this 24th day of September, 1970, before me a notary

STATE OF MONTANA )
) ss.
COUNTY OF YELLOWSTONE)

public in and for the said County and State, personally éppeared Donald K.
Roberts, to me personally known, and known to me to be the attorney for the
appellant herein, and that he did acknowledge for and on behalf of the

appellant and he did execute the said instrument as his free act and deed.

7
//‘f'jj/-f-‘--./-//‘ ')‘ 7,

j/‘-—-— AP ‘ i

Notary Public for the Siate of Montana
Residing at Billings, Montana .
My commisgssgion expires: & - &</ — 77

The foregoing undertaking and surety thereon are hereby

approved this -7 day of - , 1970.

BY THE COURT:
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COUNTY OF BURLEIGH

CARDINAL PETROLEUM COMPANY,

Appellant,

VE.

)
)
)
)
)
WILLIAM L. GUY, Governor, HELGI )
JOHANNESON , Attorney General and )
ARNE DAHL, Commissioner of Agri- )
culture, all as members of the )
North Dakota Industrial Commission, )
HELGI JOHANNESON, as Attorney General )
of North Dakota, and NORTH AMERICAN )
ROYALTIES, INC,, )
)

)

Respondents,
STATE OF MONTANA )
County of Yaﬁawntm; o

EILEEN A, STOUT being first duly sworn deposes and states:

That she is a person over the age of 21 years and is not
a party to the above-entitled action nor interested therein,

That on the 25th day of September, 1970, she daposimd in
the United States Mails at Billings, Montana envelopes with postage prepaid
and certified thereon, each containing the following true copies:

1. Notice of Appeal

2, Specifications of Error

3. Undertaking on Appeal

4. Affidavit of Service by Mail
such envelopes baing addressed as follows:

| Helgi Johanneson, Attorney General
Offfce of the Attorney General
State Capitol Building
Bismarck, North Dakota 5850l
Gerald W, VandeWalle
Counsel for North Dakota Industrial Commission

State Captiol Building
Bismarck, North Dakota 58501
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Theodore Kellogg

Attorney at Law

P, O, Box 1097

Dickinson, North Dakota 58601

Dated this 25th day of September, 1970, at Billings,

Montana,

Subseribed and sworn to before me this 25th day of

September, 1970.

Notary Public for the State of Montana
Residing at Billings, Montana
My commission expires: March §, 1973




HELMERICH & PAYNE, INC,
Utica at Twenty-First
Tulsa, Oklahoma 74114

August 17, 1970

Re: Casc No. 1004
Case No, 1005

Industrial Commission
State Capitol Building -
Bismarck, North Dakota 58501

Gentlemen:

Helmerich & Payne, Inc. is the owner of an interest in the minerals
underlying the SW$ Section 15-140N-96W, Stark County, North Dakota.

It is the opinion of Helmerich & Payne that proper spacing for the 15-15
Schank well completed in the SW2SE3 of Section 15-140N-96W should

be the S83 of said section. For this reagson Helmerich & Payne wish to
advise the Industrial Commission that it strongly supports the application
of North American Royalties, Inc¢. in Case No. 1004 for an order pooling
all interests in the Dickinson-Heath in the S3 of Section 15-140N-96W,
Stark County, North Dakota,

Helmerich & Payne further wishes to advise the Commission that it
opposes the application of Cardinal Petroleum Company in Case No.
1005 for an order pooling all interests in the Dickinson-Heath in the
E: of Section 15-140N-96W, Stark County, North Dakota.

Very truly yours,

HELMERICH & PAYNE, C.

Y

By! D. H. £ nfield
Manager of Expl¥oration
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STATE OF NORTH DAKOTA

INDUSTRIAL COMMISSION

CASES NO. 1004 AND 1005

CASE WO, 1004

ON A MOTION OF THE COMMISSION TO )
CONSIDER THE APPLICATION OF NORTH )
AMERICAN ROYALTIES, INC., FOR AN )
ORDER POOLING ALL INTERESTS IN THE )
DICKINSON-I{EATH IN THE S/2 OF SEC~ )
TION 15, TOWNSHIP 140 NORTH, RANGE )
96 WEST, STARK COUNTY, NORTH DAK~ )
OTA. )

CASE NO. 1005 TRANSCRIPT

ON A MOTION OF THE COMMISSION 10 )
CONSIDER THE APPLICATION OF CARDIN- )
AL PETROLEUM COMPANY FOR AN ORDER)
POOLING ALL INTERESTS IN THE DICKIN- )
SON-HEATII IN THE E/2 OF SECTION 15, )
TOWNSHIP 140 NORTH, RANGE 96 WEST, )
STARK COUNTY, NORTH DAKOTA, }

State Office Building
State Capitol Grounds
Bismarck, North Dakota
August 20, 1970

9:30 ofclock a.m,

Met pursuant to notice,
BEFORE NORTH DAKOTA INDUSTRIAIL, COMMISSION:
GOVERNOR WILLIAM L., GUY, Presiding.

APPEARANCES:

MR. RICHARD ZAJIC, appearing for North American Royal
tics, Inc,

MR. RAY HARRISON, appearing for Cardinal Pctroleum Co

MR, DONALD K, ROBERTS, appearing [or Cardinal Petrow
levm Co,

1

a@.-mu:
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MR. FRANK RUMMEL, appcaring for himself.

MR. JOHN R, DAVIDSON, appcaring for Cardinal Potrol-
cum Co.

MR. RONALD D. RAGLAND, appearing for North Americah
Royalties, Inc.

MR, C.B. THAMES, SR., appearing for North American
Royalties, Inc.

MR. JOSEPH KRALICEK, JR,, appcaring for Joseph Kral~
icek Jr, and Frank Veverka.

MR. ARTHUR C. BAUER, appearing for North American
Royalties, Inc,

MR. TOM VOORHEES, appearing for Cardinal Petroleum
Ca,

MR. W. L. WALKER, appcaring for Cardinal Petroleum C

MR, DURVAND E. BALCH, appearing for himself and North

American Royalties, Inc.

MR, THEODORE KELLOGG, appearing for Mr, and Mrs.
Jacob Schank, Mr, E, I'. Rakowski, Mr, Ward M, Kirby,
and himself,

DR. EDWIN A, NOBLE, appearing for the Commission,

MR, GERALD W, VANDEWALLE, appearing for the Com-~
mission, :

MR. CHARLES TARR, appearing for Continental Qil Co.

MR, NORBERT MUGLEY, appearing for himsell.

Cﬂ@n 118733
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GOVERNOR GUY: Wc have before us Case No. 1004, on a mo-

tion of the Commission to consider the application of North Am-
erican Royalties, Inc. for an order pooling all intercsts in the
Dickinson~Heath in the S/2 of Section 15, T. 140N., R.96W,,
Stark County, North Dakota. We also have the following Case
Ne. 1005, on a motion of the Commission to consider the applia
cation of Cardinal Petroleum Company for an order pooling all
interests in the Dickinson~Heath in the E/2 of Section 15, T.140
N., R.96W,, Stark County, North Dakota. These two orders
rofer to the same case really..,ah these two cases, 1 should
say, refer to the same location in this ficld, We have a letter
from Cardinal asking that both cases be heard at once. Will the
representatives for North American Rovaltics indicate whether
they wént these cases to he heard together.

MR. THAMES: Governor Guy, C, B. Thames, representing

North American Royalties, We have no objections to the consocld
idation of these cases, We would suggest that the first case, as
proponent that we would present our casc and that Cardinal then
would present its case, and the Commission would ultimately
make its decision on that basis.

GOVERNOR GUY: All right, those who are here in the room why

might testify in Case No. 1004 or 1005, pleasc stand and take
the cath. Do you solemnly swear to tell the truth, the whole

truth and nothing but the truth?

m@ 1-1a733
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ALL: I do,

GOVERNOR GUY: Proceed,

MR. THAMES: It pleasc the Commission...

MR. ROBERTS: Mr, Chairman, before VOou. ..

GOVERNOR GUY: Yes?

MR. ROBERTS: Don Roherts, Cardinal Petroleum Company in

Rillings. Before proceeding with North American’s testimony,
we have a motion to submit to the Commission. Cardinal, as a
major working interest owner in the E/2 of Section 15 of 140-96
and as you have pointed out, thc applicant for an order pooling
that /2 of Section 15, and further as the operator of the well in
question here today~~the Shank well located in the SW SE of Sec-

tion I5~~-we'd like, at this time, to move that the Commission

=

dismiss North American Royalties' application-~their applicatio
for an order pooling the S/2 of Section 15. In support of this ap-
plication, Cardinal would like the following statement entered ine
to the record: We believe it is nccessary to enlighten the Com.
mission as to the reason for our motion; to present to the Com-
mission some of the chronology involved and what has led to this
hcaring., Cardinal Petroleum Company applied for a permit to
drill a well in the SW SE of Section 15 of 140-96, In that applicas

tion, the spacing unit was designated as the E/2 of Section 15.

This application was madc on March 25, 1970; the permit was ap

proved, as applied for, by the State Geologist on March 30th, 1970,

(!@g 1-13733
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In that permit, the /2 was designated as the spacing unit, Be-
fore and alter obtaining this permit, Cardinal and J. Hiram
Moore, who are two of the working interest owners in the E/2 of
Section 15, unsuccessfully attempted Ln voluntarily pool all the
working intercst owners within the E/2 of Section 15, The cf-
fort was madc because development in the Dickinson Field was
descending toward NE, It was apparcnt that something had to be
done to develop Section 15, After waiting for other working in<
terest owncrs to do something, Cardinal took the initiative and
obtained the drilling permit, After obtaining the drilling permit}
a period of time elapsed in which we again tried to get every-
body’s cooperation, and finally in May of 1970, Cardinéi and J,
Hiram Moore drilled and completed in carly June the 15-15
Shank well as a2 commercial Heath Sand producer. subsequent
to the completion of that well, North American Royalties made
application on Junc 18th, 1970, to this Commission to declare
the §/2 as a pooled unite~their application was to involuntarily
pool the S/2 of Section 15, This application made the statement
that for the information of the Cormmission, there had been a well

drilled in the SW SE of Section 15, They did not state whether

or not they were involved in the drilling of the well, and as a maft

ter of fact, they were not. They refused to participate in the
well,  They asked this Commission to involuntarily pool the §/2

even though a spacing unit exists, and existed at that time, as td

g@ 1-13733
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the E/2 of Section 15, Following their application, a second perf
mit was applied for by Cardinal for the Kadrmas well, in the SW
NW of Section 15, The application was made on July 29th, 1970,
The permit designated the W/2 of Section 15 as the spacing unit
for the Kadrmas well, So, as of right now, thcre are two spacinjg
units in Section 15 approved by the State Geologist; one for the
E/2 and one for the W/2, Those spacing units, to the best of oud
knowledge, have never been applicd for. No permit has been ap-
plied for by North American or Lewis Hill concerning the S/2 of
Section 15, We think that this could result in Very Serious cone-
scquences if North American is now allowed, after refusing to
participate in the first well, to come before this Commission ang
obtain from this Commission, an order involuntarily pooling the
8/2 of Section 15, Section 38-08-08 of the North Dakota Century
Codc gives North Dakota inveluntary pooling statutc, That stat-
ute is very specific in that it states that the Commission shall
entcr an order pooling interests in a spacing unit and only in a
spacing unit, The only spacing unit that exists in Section 15 are
the E/2 and the W/2 of Section 15. We therefore, submit that
North American has no standing to come before this Commrission
and ask thatl involuntary pooling be declared on the S$/2 of Sectionl
15 because no spacing unit exists as to that 320 acres, I'd like
fo point out to the Commission that in order for the Commission

to grant this, they would have to overrule two administrative de-

q@p 113733
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cisions madc by the State Geologisi, because the State Geologist
has approved two drilling permits. As you are all aware, the
State Geologist, beflore he grants the drilling permit under the
regulations, must determine if corrclative rights will be protec
ted and if there will be waste, He has made this decision when
he granted to Cardinal the two permits, We see some very pract
tical dangers involved in North American's application, We subd
mit that North American is not an interested person if that term
is used in the involuntary pooling statute of North Dakota, Only
an interestcd person can bring a hearing for involuntary spacing,
We contend that an interested person, as the term is used in the
statute, means someone who has s.pent, or who is willing to
spend; or who has taken the risk or is willing to take the risk to
drill an oil or gas well. North American docs not fall in any of
these cate~«classifications., Our definition of an intercstedo.
this definition of an interestced person is predicated on the fact
that half of the involuntary pooling statute is devoted to a provis-
ion whereby this Commission determines how those people who
spent the money can recover their share of cost out of production.

So, the legislature had in mind that an interestcd person can only

ey. Wec would further submit to the Commission that in the event
that North American's application is granted, that the meaning--

-~the significance of a drilling permit in the state of North Dakot

o

fmean somebody who has taken the risk and who has spent the moﬁl—

an E@; bp 1—13783%
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will become almost minimal. It would appear to us that you will
never be able to rely upon a drilling permit to go out and drill a
well because some unintercsted 3rd party who is not involved in |
the unit can wait and see what the rcsults of your well are going

to be and thcen decide after the fact--alter they know what has tak

T

en placc~=whether or not they want in this production, We also
see dangers as [ar as voluntary pooling is concerned., Lel's as~
sume that the E/2 contains onc mineral owner, onc lessee, They
voluntarily pool their intercsts, drill and complete a producing
well, Somectime down the road, a disinterested 3rd party in the
SW/4 dccided he wanted in to the well and so he brought an action
to involuntarily pool the $/2 which would nullify the voluntary
pooling that had taken place in the E/2, We think that by allow-

ing North American to now change spacing units would create gen

T

eral chaos in oil development in North Dakota; retard exploratioﬁl,
or retard development. We believe that therc are only two things
that should be concerned here-~we should be concerned with herd

this morning-~under the statute for involuntary pooling, and thos

I

are: That Cardinal and Joe Hiram Moore attempt to voluntarily
pool the E/2 of Section 15, We are preparcd to present testimoni
for that account, The second issue under the statute is, werc

the costs incurred by the participating working interest owners
reasonable and should they be allowed to cover~-recover those

costs out of production? We are prepared to present testimony

a@n 1-13788
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concerning the costs thal were incurred and submit to this CornHE

mission a plan whercby Cardinal and J. Hiram Moore will be ab?lie

i

tto recover their cost out of production. We simply don't see Whif
|

- - j
this Commission should now consider an application reversing e?-}-

tablished spacing units, and force pooling the S/2 of Section 15, |

|
We would thereforc ask this Commission to dismiss North Amer
ican's application.

LOVERNOR GUY: The Commission will take your motion under

advisement,

MR. KELLOGG: Mr, Chairman.

GOVERNCR GUY: Yes,

MR. KELLOGG: My name is Theodore Kellogg from Dickinson,

and I'm a lawyer. I'm represénting Mr., and Mrs., Jacob Schank,
Mr. E. Rakowski, Mr, Ward Kirby, and myseclf, who are min.
eral owners on the E/2 of Section 14 involved here. On behalf

of these partics, I wish to join in the motion that has been made

by Mr. Robcerts of Cardinal, without presenting any arguments

that he has made the argument, but I wish to join in behalf of eadh

party and add to that motion. We do not believe that the statutes

here authorize the application that has been made by North Ameg-

ican as has been indicated in this argument, so that jurisdiction

is referrcd to entertain such an application. Therefore, we add

to this motion that no jurisdiction rests with this Commission unp

der our statutes, to entertain the application they have made.
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Now maybc the other application they have madc secks similar
results from the producer. It doesn't exist in the statute and
we thereforc object, on jurisdictional grounds in which the state
and our continuous appearance here in these proceedings, that
these appearances arc made with the reservation of objection to
the jurisdiction under this statute to entertain this procecding
proposed by North American,

GOVERNOR GUY: All right, ves,

MR, MUGLY: Ah, Mr. Chairman, my namc is Norbert Mugly,

I'm the owner of a small mineral intercst in the E/2 of this secw
tion., I would like to entcr my appearance here today; I would
like to join with the motion made by Cardinal, My appcarance
is made in opposition to Case No, 1004 and is in support of Case
No. 1(505, Since I will not be able to be here during the Hearing
today, I must leave, I wonder il the Commission would give me
an opportunity to just make a very short comment, perhaps it
won't be relevant, but I would like to m;';\,ke it for the benefit of
the Commission and the pcople here,

GOVERNOR GUY: All right, procecd,

MR, MUGLY I received a letter from the North American Roy=

alties asking me to sign the unitization agreement. I only have
a stall interest in the E/2; had I signed this agreemont, my in-
terest would have been cut in half--my beneficial interesta-l

think the letter is misleading, I think itls unfair, I think the Com

ﬂ% 1=13733
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mission, who is interested in protecting the welfare of everyone

i
3
H

concerned, should have the benefit of this letter. I would like

!

to leave it with the secretary for whatever purpose it may scrve,
!
i

Thank you,

MR. KELLOGG: Ah, Mr, Chairman, may I also add that Mr, |

Durvand Balch ah,.this is Mr., Kellogyg again on the wire here.
Mr, Durvand Balch, who is a mineral owner under the E/2 of |
14 and who is presently of Minneapolis, has asked to join in the
motion which has been made.

DR. NOBLE: Wc have a letter from him. Wc have received a

letter from Mr. Balch,

MR. KELTL.OGG: Yes, well he is sitting here and has asked to

join in the motion.

CGOVERNOR GUY: All right, the Commission will take the motid

under advisement. Would you proceed with hearing Casc No.
1004, Dr. Noble?

MR, DAVIDSON: Governor, John Davidson, Billings, Montana,

attorney at law appearing on behalf of Cardinal Petroleum Com-
pany, and recognizing the fact that the Commission is taking the
motion under advisement asks, in behalf of Cardinal, that we
have a continuing objection to any lestimony by North American
in support of their application, I make this requcst in order to
conserve time but fo maintain the Proper record.

MR. THAMES: May it please the Commission., North American

ez
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Royaltics makes its return objection to the motion that has been
presented and that five points arc involved,

GOVERNOR GUY: Are you speaking,..are you speaking on Mr,

Davidson's request for..

MR, THAMELS: Ycs,

GOVERNOR GUY: For a continuing objection?

MR, THAMES: Yes,

GOVERNOR GUY: All right,

MR. THAMES: First, the Commission has historically usecd the

designation of spacing units by an operator only for purposes of
determining acreage to be enclosed and if that was the required
number of acres for a spacing unit, The motion has been based
on facts not in evidence and no evidence has been vet produced
under oath, which supports the testimony of Attorney Roberts on
any other people at this stage of the proccceding, they protested
the drilling of a well per se vests no rights in the driller of that
well, cxcept the compcoensation ratably for his sharc and every-
one else’s share of the cost [rom production in the spacing unit
as the Commission will set a spacing unit, That a permit

is certainly not necessary on the part of North American Royal~
ties for a wecll that's already been drilled by somecne elsc, The
objectors who are mineral owners here fall outside of the dcfi;
nition of interested persons as sct forth by Mr. Roberts in his

argument and they have thcn no interest in these procecedings;

% 1-13733
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they have no cost for bearing interest will further be shown that
Cardinal and their coeworking interest owancrs own a minority
intercst-wcost-bearing interest--in the E/2. It will be shown
that they would own a minority interest in the S/2 were that the
spacing unit. It will be shown that the mineral owners, who ap-
pear here, also own a minority interest in the E/2 of the space
ing as well as the 8/2, That the application of Cardinal and theil
objcction is based upon a minority interest in both cost-bearing
and in royalty interests within the tracts in question. Iither
one-~~and that majority intercsts-~cost-bearing as well as nonw
costebearing in both of these spacing units lie with North Amexrid
can Royalties and the supporters of the motion and application

of North American, If we may procecd,

GOVERNOR GUY: The Commission will grant your motion for

continuing objection and we'll procccd with the case,

MR, THAMES: May it plcase the Commission, , C, 1. Thames,

Jr, Casc No, 1004, representing North American Royalties.

Question before the Commission is of correlative rights and of
the determination and setting of those rights, and the recogni-
tion of those rights by the Commission, The testimony by a geot
logist and Petroleum Engincer will set out the fundamental teche
nical basis for the consideration of this Commission of a proper
spacing unit-~320-acre spacing has been established by a ficld~

wide order and this hearing is to determine the orientation of a

g@p t=ta78s
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spacing unit and the consideration of correlative rights of all
parties involved, based upon thc technical evidencc that will he
produced. We call Mr, Richard Zajic.

MR, DAVIDSON: Mr, Chairman, we would also like to request

a continuing objection in the name of Cardinal be withheld to, .

MR. THAMES: All right, which one is it? Would you state yout
name please, and by whom you are employed?

MR. ZAJIC: My name is Richard M, Zajic, and I'm employed

by North American Royalties, Inc.

MR. THAMES: And in what capacity?

MR, ZAJIC: I'm area geologist.

MR, THAMES: Would you state your., . . briefly state your educa

tional expericnce background, Mr, Zajic?

MR, ZAJIC: I graduated from the University of Oklahoma in

1950-a Bachelor of Science in Geology; employed by Gulf Qil Cog-~
paration , Petroleum Geologist in 1950 to 1960, Consuliant
Geologist in the Williston Basin: residence in Bismarck, North
Dakota 1960-1969; employed by North American Royalties as
Area Geologist in 1969 to the present,

MR. THAMES: Have you previously testified before this Com-

mission as an expcrt witness ?

MR. ZAJIC: Ah,.as a consulting geologist, ves,

MR. TIIAMES: We ask this testimony of this witness be consid-

ered that of an expert,

% Taf2783
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GOVERNOR GUY: Yes.

DR. NOBLE: Your testimony will be accepted as that of an ex-

pert witness, Mr, Zajic.

MR, THAMES: Mr, Zajic, have you made a study of the Dickin-

son, West~-Dickinson Field area in the course of your employmeft

MR. ZAJIC: Yes, I have.

MR. THAMES: Are you familiar with the area and the Section 1§

in question--140.96~mand have you made a study of that particula

=

area?

MR, ZAJIC: Yes, I have.

MR. THAMES: Will you give us briefly the results of your study?

MR, ZAJIC: Ah,.I have prepared seven exhibits and the first

three or four exhibits will be a brief rundown on the Dickinson,
West-Dickinson Fields, Ah, . Exhibit 1 is an Isopach Map of the
map A Sandstone and it is contour ed on one~foot contour interval]
It shows the distribution of the A sand in relation to the West-Didk
inson and Dickinson Fields, Specifically, it shows that the A sarld
stone is not present in Section 15 of 140N., 96W, Exhibit 2 is an
[sopach Map of the mapped Heath B Sandstone, the contour intex -
val is one foot, This map also shows the distribution of the B
Band in relation to the Dickinson and West-Dickinson Field and alk
o shows in our area of interest, in Scction 15-~the SW SE of 15-1.
[40N. , 96W., that it is pProductive. It alsc shows that the sand ig

pot prescnt in the N/2 of Section 15, This map is only an orienia

T

?

-
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tion map and we'll go into that in more detail on a later exhibit,
Exhibit 4 is a stratigraphic cross~section AA prime. This cras
section extends from the Continental #1 Karsky-State in the SE
NW of Section 36~-140N, -97W, it gocs-through the Cardinal 5-29
Filipi; in the SW NW of 29-140N. ~96W., and extends to the Norf
American's #1 Wolfc in the SW NW of Section 22«140N. -96W,
This cross—-s.ection. o« the daturn of this cross-section--stratigrap
ic cross-section-~is the top of the Ieath Formation. The Heath
Formation is made up of shales and limestone and sandstone. A
in this,.in the Dickinson and West«Dickinson Fields, you can
pick out two rock units, ah,.one which I call on herc the limew
stone marker and the other marker is the shale marker, Some-

times the limestone marker is used and called the A Zone and

the shale marker is sometimes called the B Zone. Ah, . this crors»

section is prepared to show the rclationship of the A Sandstone
to the B Sandstone, which is colored in yellow. The cores of thd
wellsemah, . all these wells were coredw-are in green; the drill

stem tests are in blue; the perforations are in red, This cross-
scction also shows that the West side of the Field, which is the

West-Dickinson Field, the A and B Sandstones are well develop-
ed within the Karsky~State and the sand thins, Ah,,the A Sand-
stoune is 5 feet thick in the Cardinal Filipi well, the B Sandstone
is 44 fect thick. And then if you go to the Northeast, the A inter

val thins to about 12 fect in the sand, . the A Sandstone pinches oy

h
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und the B Sandstone is present, The Exhibit #3 is a structural

map drawn at the top of the Heath B Sandstoné, It also shows the}
an oil-water contact in the B Sandstone. This is.evidenced by thg
ihree wells which have red arrows pointing to them. Ah,, this in}
formation, . the water obtained from drill stem tests in one level
was recoverable either through a production tcst, the perforationks
cstablishes the oil-watcr contact at approximately -5405, Ah,,
xhibit #6 is an enlargement of Exhibit 2 and is the area which wé
hre com:.erned ahout today. The vellow is the cutline of the zero
pdge of the B Sandstone, the blue is the projected oil-water con-
fact from the structure contour map, and the brown is a postulate
cd or extrapulated from the structure contour map also. Also

shown on this map, is the trace of cross-section of BB prime,

T

which is Exhibit #5, Ah,. Fixhibit #6 has the name of the well, be

low is the completion information, date completed, initial poten-

oo

fixhibit 7 is identical to geologic map as Exhibit 6 and it shows th
Fpacing unit as requested by Cardinal, and Exhibit 6 shows the

Fpacing unit as requested by North American Royalties, Exhibit
b, the Stratigraphic cross-scction, is drawn from the North Am-

frican #1 Freed, the SW SE of Section 16, through the North Amed

the SW SE of Section 15, to the Continental #1 Jilek in the SW NW

fial, Below that is the average daily production for July 1970, bd~

low that is cumulative production as the 1st of August, 1970, Ah],

erican Wolfe in the SW NW of 22, to the Cardinal #15~15 Shank in|

q%n 1-13733
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“ MR. THAMES: Based upon the. . have you performed all of these

| 82

of 23, to the Continental #1 Wolfe-Federal Land Bank in the SW
SE of Section 14, Ah..what this cross-section illustratcs js why

I have placed the zero edge of the B Sandstone wherc I have, Th

w

North American Freed had a gross section of about 8 .feet with 2
foot of net sand interbedded with lime, shale, argillaceous lime-
sandy lype~the North American #1 Wolfe had 11 fcet of clean,

Heath B Sandstone, the Cardinal #15-15 Shank has a Eross inters
val of 9 feet. It is interbedded with a shale break at 3 foof in the
middle of the sand and they have 3 feet of net at the top of the

sand body and 3 feet at the base of the sand bedy. Thc Continensw
tal Jilek has a gross interval of 14 fcet and it alsc has interbeddédd
with shale which indicates that in a SE or 2 NE direction, you

can anticipate that the sandstone would not be prescnt. And in th

Ly

Wolfe well in the SW SE of 14, which had no sandstone present at
11,

MR. THAMES: Mr, Zajic, based upon your studies that you have

Inade in the Exhibits, which you have shown here, do you have an
pinion as to the productivity that might be attributed to the N/2
bf Section 152 Do you have an opinion?

MR. ZAJIC: Yes, I do.,

MR, THAMES: My, Zajic, what is your copinion?

MR. ZAJIC: My opinion is that no produc,.no commercial pro-

fluction ah, , would be found in the N/2 of Section 15.

q@n =13733
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studies yourscli?

MR, ZAJIC: Yes, I have.

MR. THAMES: Have you watched wells and studied samples and

cores in this area?
MR, ZAJIC: Yes, I have,

MR, THAMES: And electric logs?

MR, ZAJIC: Yes, I have,

MR, THAMES: Did you prepare these exhibits yourself?

MR, ZAJIC: Yes, I did.

MR, THAMES: These represent your own work?

MR, ZATJIC: Yes,

MR, THAMES: What general perimeters did you use to base tho

thickness~the isopach thickness-n~that you contour on Exhibit 67

MR, ZAJIG: The map-~the thickness map~~theyfre based on the

interpretation of the clectric logs and core analysis,

MR, THAMES: And ah..did you make these interpretations youfg-

self?

MR, ZAJIC: Ah. ,yes, Tdid,

MR, THAMES: You show a brown line that extends to the NE acd

ross the Northern part of Section 15. What does this line mean 7

MR. ZAJIC: Well, to me, it means if sandstone~sporous, effecs

tive sandstone~w-was prescent in that location, it would be wet.

MR. THAMES: Is this a projcction of the datum then of the oile

g@ 113732
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MR. ZAJIC: Yes, from the structurec map which is Exhibit 3.

20

water contact in that area?

MR. THAMES: But, you show a zero edge of sand along through

that same general arca and roughly parallel to that linc, What
is the location of the zeroc line is based on?

MR, ZAJIC: The zero linc is an interprctation as shown on the

cross-section, and in my opinion that anything north of that zero
line; or NE or East of that zero line, therc will be no sand de-
velopment.

MR, THHAMES: Thank you. You may cross-examine Mr, Zajic,

MR, ROBERTS: Mr, Zajic, do you think. , do you think the field

igs fully defined?

MR, ZAJIC: Sir?

MR. ROBERTS: Do you think the field is fully defined?

MR, ZAJIC: I don'™ know,

MR. ROBERTS: On the ah..on your map where have you got it

all closed off?

MR. ZAJIC: Ah..based on the information which I have, it is my

opinion that the zero line is where I have it drawn.

MR. ROBERTS: There is no need for additional dcvelopement

then?

MR, ZAJIC: Based on my maps, no,

MR, ROBERTS: Wasn®t this the opinion reached in 1968 and law

ter in 68 by an engincering committee of which North American

@ 1=-13733
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Rovalties was a member, that Dickinson had been all defined?

MR, ZAJIC: What year was that?

MR, ROBERTS: '60...late '67 and carly '68?

MR, ZAJIC: Idon't know, I was not an employee of North Amer

ican Royaltics at that time,

MR. HARRISON: I would like to ask Mr. Zajic a question if I

may, Ray Harrison of Cardinal., You ah..have from your maps
pretty well eliminated the N/2 of Section 15, Dick, for two reaw
sons., One is the lack of sand and the other is the structural po-
sition, You have in thc Southwest part of Township 140-96, you

have mapped a series of minor anticlinal flectures extending noy

mal to strike in a downdip dircction, One of them running throuj

Section 31, the other through 29 and 30, and then a major one up
in Scction 20. Now, I'm curious ag to why you have another one
started there in Section 26, which is as pronounced on the =5300
contour datum as the others that carry through ah, , why do you
believe that does not continue and creatc another minor anticlina
flecture right through Scction 152

MR, ZAJIC: Well, it's just a matter of geologic interpretation-q

my interpretation~wthe low well in the SW SE of 16 ah..is anomd
alous and it's low and it, in my interpretation, stops that ah..
nose trcnd.

MR, HARRISON: But that low hole could be on the Scuth side of

an anticlinal feature--if there is one there, Ah...as far as the

@ 11753
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sand isopach is concerned, I'm curious as to why you blocked it

off across the N/2 of 15 and you have no control point to the North

for a matter of somec & miles and you havec the sand extending fon

a matter of 6 or 7 miles up to that point in thail direction.

MR, ZAJIC; Thave no reason to extend it any further to the North.

MR, HARRISON: In other words, you don’t believe that the sand
is going to bow back out through Section 15 like it docs to get a-
round Section 17. That's not going to happen in 157

MR, ZAJIC: No.

MR. HARRISON: There is a sparsity of wells control up there,

isn't there?

MR. ROBERTS: Mr. Zajic, was your map. .your exhibit pre-

pared before or after thc Shank well was drilled?

MR. ZAJIC: Ah..I kept up a set of field maps which are as ah..,

development progresscd which are very similar to the Exhibit 1
and Exhibit 2.

MR, ROBERTS: Did you have to change Exhibit 2 after the Cardl

inal well was drilled?

MR, ZATIC: Ah..the only change I had to make,.I was figuring

that Cardinal would get 4 to 5 feet of net Pay, and I had to increaL
in one foot,

MR. ROBERTS: How much gross...or is your isopach net fcet?

MR, ZAJIC: Net,

MR, ROBERTS: You have four ah. . how could you give it four,

e
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when you had a zero point in Section 14 and a 2 foot point in Sec-
tion 16? You have some bow with that?
MR, ZAJIC: Would you repeat thc question, please?

MR. ROBERTS: Why did you give it 4 fect prior to the timc that

bow or some indication of sand existing in Section 15 prior to thd
time that the well was drilled? The well in the SW SW. .SW SE
of 16 got 2 feet of pay, The W.ell in the SW SE of 14 has no pay.
Should, . prior to the time that Cardinal drilled the Shank well,
you thought that thar was going to have 4 fcet of pay?

MR, ZAJIC: Bascd on the 11 feet of pay that we had in the Wolfe

well, that was my interpretation,

MR. ROBERTS: Thcen there was an indication at that time that i

could extend Northward through Section 15 in the NE direction.

MR, ZATIC: No, I was.,I was..always with the opinicn that the

S/2 of Section 15 had some commercial oil under it, and prior to
you drilling the well, it was my opinion that therc was 4 or 5 fecf
of sand there,

MR, ROBERTS: And it turned out that there was more than that,

MR. ZAJIC: One foot more.

MR, ROBERTS: Yes, 6 is...

MR. ZAJIC: Well, I said 5 fcot. .4 to 5 feet.

MR. HARRISON: One more gencral question, if I may, kFrom

the indications of your cxhibit #2, would you or would you not say

the well was drilled, ,.you moved thc 4 to zero, Dao you have sofne

@ t-13733
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the development of the B Sand, effective porosity is gencrally
following the trend of the basin?

MR. ZATIC: The trend of the basin,. regional trend of the basin

o+ in the Dickinson area is Fast/West, is it not?

MR, HARRISON: Not the way I figure it, You've gots . youlve

got a bend in therc heading up to the Northeast and I kind of think
that. . that's what I want to determine from my question.

MR. ZAJIC: Well, would you repeat that question, plcase?

MR. HARRISON: Yes, the regional trend of the,, I mean the, ..

1 asked you if you did or if you did not believe that the develop-~
ment of the effective I3 Sand porosity ah. . follows the gencral
trend of the basin. .. the figuration of the basin as we see it now

structurally,

MR, ZAJIC: Well, I fecl that the trend is in an East/West dirw
ection~~the sand development,

MR, HARRISON: Then you figured it does foll, ., does not follow

tho trend?

MR, ZATIC: Well, il the trend of the basin is NE SW, then no,

MR, HARRISON: This here..thare's a hole three milies North

of the Northeast corner of the Township with which we're con-

cerned that is essentially flat on your marker with the.,,betweeh

the green well and their prospect well, Which to me would indichte

that the basin is,,bending at this point and is heading off to the

Northeast,

@ i-13733



10

11

12

13

14

15

17

18

20

21

i

23

24

0

28

27

25

DR. NOBLE: May we cut short the geological interpretation, I

think we could go on forever with this, You may proceed,

MR, THAMES: Any further questions of Mr. Zajic? We offer

Mr. Zajic's exhibits numbers 1 through 7,

DR, NOBLE: You're supposed to...do you have any further tcss

timony ?

MR, THAMES: Mr. Ron Ragland, Petroleum Engineer will be

our next witness, Did you receive these cxhibits?

DR, NOBLE: We will accept these exhibits, Arc there any ch-

jections to accepting these exhibits? Right, we will consider
themo

MR. THAMES: Would you state your name please, and by whom

are you employed?

MR, RAGLAND: Ronald A, Ragland, and I'm a Consulting Enginj

eer for North American Royalties,

MR, THAMES: Would you state your educational and cXperience
background please?

MR, RAGLAND: T have about 15 years! experience as Petrolcun

[

Enginecr of major oil companies and independant oil companies
and consulting, I'm a rcgistered, professional Engineer in Mongy
tana,

MR. THAMES: Have you previously testified before this Come

mission?

MR. RAGLAND: Ycs, I have,

t@ ~13¥35
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MR, THAMES: Mr, Ragland, in the course of your employment

as that of a Consultant Petroleum Engineer for North American,
have you made a field study of the field area to which Mr, Zajic
has been referring and which is the subject of this hearing today

MR, RAGLAND: Yes, I have,

MR, THAMES: Have you prepared exhibits which show the rew

sults of that study?

MR, RAGLAND: I havc prepared exhibits labeled 8 through 12

which I feel have a bearing in this case,

MR, THAMES: Would you explain thosc exhibits to the Commis.

sion please?

MR, RAGLAND: Exhibit No, 8, the first one listed, shows the

reservoir data for the Heath Zone of the Dickinson Field, It
show. . it's a very bricf summary of the reservoir characterise
ticsw-true charactcristics, and my interpretation of what the red
covery mechanism is, These data wcre obtained from public
sourccs and they also jive with my own interpretations of the
facts as listeds The most significant point on the first cxhibit is

the original pressure in the Heath reservoir, which was 3475

PSL. This was the virgin pressure. I would now refer you Lo Ex

hibit 9, which is a tabulation of drill stem test data as obtained
from the drill stem test drawn on the Cardinal Shank #15-15 in
the SW of the SE, Section 15, Township 140N., Range 96W, Thi

exhibit shows the tested intcrval, gauge depths, temperature,

A
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oil gravity, rccovery, and also at the bottom of the table, it
shows the initial flow time, the initial shut-in time and pressurd,
the final flow time and pressure, and the final shui~in time and

pressure., I have applied the Horner Mcthod or technique of in-

+

terprelting this pressure data and it is plotted for the final build
up on Exhibit 108, This cxhibit forms the basis for the following
exhibit, Fxhibit 10,

MR. THAMES: Would you explain Exhibit 10?7

MR. RAGLAND: Exhibit 10is a graph showing the, , the drill

stem test pressurc buildup or the final buildup of the Shank 15-1F,

There are two significant points, I feel, shown by this exhibit,

o7

The first being the final extrapulated pressure of 2170 PSI, Thi
is the pressure that's interpreted to be the extremity of the
drainage area or the more or less, reservoir pressure, had the
well be shut-in for an infinite time. The second point is that the
data plot a straight line. The significance of the original shut.
in pressure is that this well had been depleted when it was dril-
led; the original pressure being 3475 PS1, the pressure in this
well being 2170 PSI, the difference being brought about be deple-
tien. This,,

MR, THAMES: Does this indicate, Mr, Ragland, that the rcserd

voir in the immediate area of the Cardinal Shank well is in pres-
sure continuity with the other portions of the B Zone in the West

Dickinson Field?

@u =13T33
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MR, RAGLAND: Yes, I would say it's in pressure continuity wif
the field, and I would further say that this area of the reservoir
has been depleted somewhat by production from the field, Ah..
this pressure drawn down of course, does substantiate that one
well in this field will dry in an area equal to 320 acres or more,
because the closest wells to this well arc on that spacing pattern|
The second point is, because of the straight line of cxtrapulation
here, this indicated that the flow into this well is radial rather
than linear. This would be expectcd in a reservoir of this type
where there is no indicated strong water drive from any cne dird
ection, and there is no indication of a rcservoir limit, at least
within the area of investigation of this drill stem test.

MR, THAMES: Would you estimate, based on your calculation,

the radius of investigation of this particular test?

MR. RAGLAND: The radius of investigation of tiliS particular
test would not exceed approximately 150 feet,

MR, THAMES: Thank you.

MR, RAGLAND: Exhibit 11 is a portion on the Isopach Map pre-
viously presented in evidence here by Mr, Zajic. It shows the
Cardinal Shank 15-15 well, It shows a circle around this well,
The arca within this circle represcnts an area equal to 320 acres
This ah..this circle would have a radius of 2106 feet, The sig~
nificance of this exhibit is that it shows that the SW/4 of Section

15 would be substantially draincd by the Cardinal well in the SW

h
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of the SE of 15, Whereas, the NE/4 would very..would only
slightly be drained. I have another exhibit which I would like to
put on the board, Whiéh I think would vividly demo.nstratc--at
least in color--these two areas. This exhibit is a largewscale

drawing of the same exhibit you have there labeled Exhibit 11,

with an overlay showing the arca within the circle that falls with

in the SW/4 in red, and the area that falls within the circle in th

1%

NE/4 in blue, The purpose of this exhibit is to show the relative

sizcs of the drainage arca within these two quarter sections, THe

estimated acre feet underlying the NE/4 within this circle is 20
and the estimated acrc feet underlying the SW/4 within the circleT
is 275 fcet. From these data, I have drawn certain conclusions
and would make certain recommendations to this Committce,
Theyfre listed on Exhibit 12, The first being that one well in
this area will drain an area equal to 320 acres or more; that the
reservoir flow into the Shank 15~15 is radial; that the radius of
a circle having an area of 320 acres is equal to 2106 fecte-thatls
substantially more than the SW/4, or more on the SW/4 of Seca

tion 15 will be drained by the Shank well than will the NE/4. Th

Wk

recommendations that I would make are that spacing in this field
should conform to the 320 acres previously set by this Commis-
sion, and that the quartcr sections most affected by production

from the Cardinal 15«15 Shank be included in the spacing unit foy

this well~~and that,.those quartcr sections are the S/2 of Sectiop

@ 1-1a733
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15~uand would therefore rccommend that the S/2 of Section 15 he
dcsignated as the spacing unit for the Cardinal well.

MR, THAMES: Mr, Ragland, have you in the course of yvour
study of this area, made any estimate of the reserves which
might undcrly the various quarter sections within Section 157

MR, RAGLAND: Yes, I have,

MR, THAMES: What, and on what basis do you make this estis

mate? What is your estimate of the reserves underlying the NE

of Section 157

MR, RAGLAND: The original recovcrable oil underlying the NE/4

based on my interpretation, would be approximately 16, 000 bar-

roils. There has been some drainage, so this would not be the

actual recoverable oil at present, but would have been the recov
erable oil initially,

MR, THAMES: And is this based on a volumetric, ..

MR, RAGLAND: This is based on a volumetric determination o

the acre feet underlying the NE/4 and applying a rcasonable res
covery lactors to the oll in place,

MR. THAMES: Have you made a similar determination using th

LF

samec recovery factors [or the SW/4 of Section 159

MR, RAGLAND: On the same basis, using the same factorsaa

same recovery factors-~and same perimeters, the rccoverable
oil originally in place in the SW/4 ig approximately 65, 000 bar.

rels. Now, these are primary reserves that I'm speaking of and

@1—“1‘3
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do not include any secondary rescrvcs.

MR. THAMES: And, in the SW/4 have you made a similar cone

frontation?

MR, RAGLAND: Ixcuse mc, that..that was the SW/4,

MR, THAMES: I'm sorry. The SE/4,

MR, RAGLAND: And in the SE/4, approximately 100, 000 barrcls

primary,

MR, THAMES: IHave you made a determination in calculation of

the NW/47?

MR, RAGLAND: Approximatcly 2, 000 barrels,

MR, THAMES: And, adding these figures together, is it your

opinion that the spacing,.that a spacing unit which contains the
NE/4 would derive little or no production from that quarter to
this well in the SE?

MR, RAGLAND: I'm sorry, I don't understand your question,

MR, THAMES: Is it your opinion that the NE/4 would not contrilb

bute any significant reserves to a well in the SW,.SE/4?

MR. RAGLAND: On the basis of my estimate of rccoverable red

serves, from the N/2, there is insufficient oil in place that is
recoverable to warrant the drilling of a well in the N/2.

MR, THAMES: And, would there be a contribution of reserves

from the N/2 to this well in the SE /49

MR, RAGLAND: There ah,,,there would be some slight drain-

age from the N/2 to the §/2, yes,

@ t=razai
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MR, THAMES: You may cross-cxamine.

MR, ROBERTS: Mr, Ragland, thc perimeter that you have void
to come up volumetric estimatc, what are they based on?

MR, RAGLAND: They're based on., you mean the pol‘osity, rew
coevery factors, and so forth?

MR. ROBERTS: Geological factors.

MR. RAGLAND: Geological factors? They were bascd on the efe

timated net feet of pay and the vicinity of the well,

I

MR, ROBERTS: As determined from the geological exhibits pre

viously entercd?

MR, RAGLAND: Yes, thosc were used,

MR, ROBERTS: While you we re doing volumetric, , putting volud

metric calculations to Mr. Zajicls map structure?

MR, RAGLAND: Correct,

MR. ROBERTS: Are you implying then that all the drainage thaf]

is taking place in the SW/4.,, well, let me ask you another thing
while we'lre at it. That if Mr. Zajic's geological interpretation
is incorrect, so are your volumetric estimatcs ?

MR. RAGLAND; Wecll, yes, these estimates were based on this

volumetric, . that's right,

MR. ROBERTS: Are you implying then that all of the drainage

that you say has taken place in the SW/4 of Section 15 was occasd
ioned by Cardinal’s 15-15 Shank well?

MR, RAGLAND: All the drainage in the SW/4 occasioned by this

-
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well, no,

MR, ROBERTS: There is another well that may be draining on

top of the quarter?

MR, RAGLAND: Yes,

MR. ROBER'TS: Which well is that?

MR. RAGLAND: I would say that thc entire field ah. . all the wells

n it have contributed somewhat to the drainage in that quarter
section ah..because I would interpret the pressure in that quarter
section to be somewhat in the order of the pressure in the Cardin.
al well and because the pressure has been depleted ah..drainage
has occurred, and this drainage has occurrcdas a result of wells
to the south, Now, I couldn't pin it down to which one.

MR, ROBERTS: Would it be reasonable to say that perhaps the

closest well to the south of the SW/4 of Scction 15 is probably the
one that is draining?

MR. RAGLAND: This well no doubt would have contributed to

the drainage,

MR, ROBERTS: Substantially?

MR. RAGLAND: Well, I wouldn't want to put. , put a number to if.

MR, ROBERTS: As much as the Cardinal well.

MR. RAGLAND: Well, since the wells to the South have been in

production longer, I would say that the wells to the South, as a
group, have drained the SW/4 morc than the Cardinal well at thig

point, but because the Cardinal well is closer, only 660 feet from

@i-unz
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the SW/4, over a period of time, the Cardinal well will drain the
SW/4 more probably than the wells to the South,

MR, ROBERTS: Right now, drainagc occurrs fo the SW/4, the

wells to the South have drained it more than the Cardinal well,

MR, RAGLAND: Yes, even hefore Cardinalls well was drilled,

I feel that the SW/2 was somewhat dcpleted by the wells to the
South,

MR. ROBERTS: Do you know who the operator is to the well in

the SW NW of 22°?

MR, RAGLAND: It's shown on thc exhibit as North American,

MR. ROBERTS: So that well could be the instrumental in drain-

age in the SW/47?

MR, RAGLAND: Ycs,

MR. ROBERTS: Now in your evaluation of the pressure buildup,

is it true that one thing that could possibly be determined by the
shut-in pressure buildup is the presencc of a barrier of some
sort?

MR. RAGLAND: Yes,

MR. ROBERTS: Did you find any such arcas in your analysis?

MR, RAGLAND: There was an anomaly in the pressure buildup

on the initial shut~in..there was no anomaly on the pressure

buildup on the [inal shut-in, and I would say thatl there's no barrier

indicated within the area of invcstigation of the drill stem test,

because of the straight line of the final buildup.
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MR, ROBERTS: Well, if there was a zero sand iscpach some-

where reasonably close to the North of the Cardinal well, it pos
sibly could have shown up on that drill stem test,

MR. RAGILAND: Well, the area of investigation of this drill stefn

test, according to my calculations, was something in the order
of 150 feel, so if a barrier were present, il would have had to hé
++o 1l mean you can’t say there's no barrier, because the area of
invéstigation is only 150 feet from the well bore. Beyond that,
+asbeyond that, therc could be a barrier,

MR. ROBERTS: Then it's your analysis that the pressure build.

up does not indicate a barrier anywhere within 150 feet or within|
the radius of drainage was, radius of investi gation of your drill
stern test?

MR. RAGLAND: Correct, no barrier indicated,

DR, NOBLE: No further questions for the witness, Mr. Robertd?

MR, KELLOGG: May I make cne or two inguiries?

DR, NOBLE: Mr, Kellogg,

MR, KELLOGG: You said that there had been some drainage in

this area, is that correct?

MR. RAGLAND: Yes, sir,

MR, KELLOGG: That would also include the area where the

Shank well is located, there has been some drainage?

MR. RAGLAND: Yes, sir,

MR, KELLOGG: Did you aim to figurc out how much drainage

@ I—ra7as
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there has been.,an estimate?

MR, RAGLAND: Idid not compute the degree of drainagce, no.

MR, KELLOGG: Is there any way you can tell, percecntage-wisg?

MR, RAGLAND: Ah, there is a way to approximate it,

MR, KELLOGG: You have given us some fi gures on what you esf

timate tc be the-~I think you said--the primary rcserves, 15 thaf
what you called it?

MR. RAGLAND: Yes, sir.

MR, KELLOGG: In the SE/4 you estimated that there were aboult

100, 000 barrels as I recall.

MR, RAGLAND: Yes, sir.

MR, KELLOGG: In the SW/4, I think you said 65, 000 barrels.

MR. RAGLAND: Yes, sir,

MR. KELLOGG: NE/4 you cstimated 10, 0600..no, maybe that

isn't right,

MR, RAGLAND: 10,000 in the NE and 2, 000 in the NW,

MR, KELLOGG: On the basis of those estimates, can you give

us an estimatc of how much drainage there has been,for example)
in the SE/4? On the basis of your studies.

MR, RAGLAND: I would hesitate to give you one just off the top

of my head without. . without actually computing if,

MR. KELLOGG: Can you computc it on the basis of the informag¢

tion you have now?

MR. RAGLAND: What is involved here is ah, , having, first of

@ Bp 1-T3788
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all, this would bc a material-balanced calculation., And to come
plete a material~-balanced calculation~-to make it worthwhile~«i4
would be necessary to have accurate measurcments of the prope
ties of the crude oil in place,

MR. KELT.OGG: Do you have these?

MR, RAGLAND: Therc,.these are called PVT analysis, No,

sir, I do not have these, If they are available, then a reasonabl
interprctation of what had been recovered, or had been drained
fromi this quarter..

MR. KELIL.OGG: In your opinion, has the drainage heen substan;

tial in the NE,, the SE/4?

MR, RAGLAND: Ah,,well, this is sort of a relative thing.,ah,,

the pressure,.

MR. KELLOGG: I'm talking about how many thousands of barrel

of present reserves, could it have been 30, 000 barrels would you

say? More or lcss?

MR, RAGLAND: As I said before, I would rather not give you ah

estimate, if I have to I will, I'l give what I think would be an or
der of magnitude number,

MR, THAMES: We objcct Lo this badgering and fishing, The

witness has testified it is not possible for him to give a compe-
tent answer that he feels is responsiblc and he shouldn't be re~
quired to make cstimates,

DR. NOBLE: Yes, I think welre getting a little farther into the

|~

135
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normal entrance of this evidence.

MR. KELLOGG: Ias it been what you would, . are you. . do you

have enough information to know whether or not it has heen sub-

stantial?

MR. KELLOGG: And you'd rather not answer it, is that right?

MR. RAGLAND: I'd rather not, yes sir,

MR. KELTLOGG: Well then, in the SW/4 there has also heen drai

age, as you have testified in response to the inquiries by Mr,
Roberts,

MR. RAGLAND: True.

MR, KELIOGG: From the wells to the South?

MR, RAGLAND: Yes,

MR. KELLOGG: Is that right? And the nearest well to the South

is the well-~the so~called Wolfc well, is that right?

MR, RAGLAND: Yes, sir, not counting the..ves, sir, that's

right,

ders the SW/4,

MR, RAGLAND: That's true,

MR. KELLOGG: That Wolfe well has been in production for sam|

thing over a year, Is that right? How long has it been there?

MR. RAGLAND: I don't know the complction date on the Wolfe

wecll, no,

MR. RAGLAND: Well, hcre again, substantial is a relative thing

MR, KELLOGG: The Wolfe well, in the quarter scction that horé

e

+
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DR, NOBLE: The 20th of January.

MR, RAGLAND: 1.27?

MR. KELLOGG: Itis draining you have testified the SW/4?

MR, RAGLAND: Yes, I would say that all wells to the South

have contributed somewhat to the drainage that has occurred in
the S/2 of Section 15. Now, thc degree is interpretive and., ..

MR, KELLOGG: On these estimates, that you have made as to

the recovery of the reserves in the various quartcers here, we
recognize are your opinien and if, ..

MR, RAGLAND: These are my esktimates bascd on volumetric

methods on the oil that's rccoverable, .

MR, KELLOGG: And yow .. they may be in error, isn't that

right?

MR. RAGLAND: They could be, yes,

MR, KELLOGG: As a matter of fact, previous engineers and

committees of engineers have drawn the Northern limit of the
Dickinson Field considerably South of where it is now.. o Isn't
that right, sir?

MR, RAGLAND: Well, if you're referring to a specific map,.

if you could show me something I would, . I would agree with you,

MR. KELLOGG: Well, I was asking you if you knew whether the

have or not,

MR. RAGLAND: I don'‘t know,

MR, KELLOGG: You do not know, I think that's all.

Y
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DR, NOBLE: Are there further questions of the witness? You

may be excused..ch excuse me, Mr. Roberts,

MR. ROBERTS: Mr, Ragland, werc you around in the Dickinson

engineering committee?

MR, RAGLAND: Yes, several years ago.,

MR. ROBERTS: Did you participate in some of the engincering

maps that were prepared by that committee?

MR. RAGLAND: True,

MR. ROBERTS: None of those maps that were prcpared ever

showed Dickinson terminating scveral miles further South, than
we know that it terminates now,

MR. RAGLAND: Well that's going on memory, and I hesitate to

say, frankly, I think..I don't remember what the map showed in

this particular area,

DR, NOBLE: Are there further questions of Mr. Ragland? Thdgn

the witness will be excused, Mr., Thames, do you have other
witnesscs?

MR, THAMES: We call Mr, Arthur Bauer, Executive Officer

of North American Rovyaltics,

DR. NOBLE: Mr. Thames, the Commission will accept the ex

hibits of Mr, Ragland, taking into account the continuing objec-
tion of Cardinal,

MR, THAMES: Will you state your namne please, address, by

whom you are employed and your capacity, Mr, Bauer?

@ ?D 13783
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MR, BAUER: Arthur C, Bauer, I'm a resident of Bismarck,

North Dakota, I'm employed by North American Rovyalties, viced

President, Manager of the Rocky Mountains.

MR, THAMZES: Have you been active in the course of negotia.tiuTS

for the detcrmination of a spacing unit and in the decision-mak-

ing process rclated fo the drilling of a well in the SE/4 of Sectioch

15, that we're talking about?

MR. BAUER: Yes, Ihave,

MR, THAMES: Would you revicw those procedurcs please, for

the Commission?

MR, BAUER: Prior to March 25th, of 1970, in fact Januazry the

20th of 1970, North American Royalties, Inc,, as thc operator,
completed an oil well--the #1 Wolfe, the 8W of the NW of Sectiog
22, 140-96, Immecdiately after this well was completed, our
geologists, our engineers, and mysclf began to make a study of
the rest of our acreage in the vicinity of this well for further de.
velopments in the Dickinson Field, We own various lease hold
intercsts in all of Section 15, 140-96, After the well had been
under production and we had an opportunity to test the guality of
the production, it became a decision to make on where we should
drill ancther well. It was determincd we should drill another

well in the SW of the SE quarter of Section 15. A study of the

land ownership of all Section 15 indicated that others were variofis

working interest owners~~lessees—~in the property. Onc of the

@l-nn!
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larger owners~-other than North American--was our partner,
Louis W. Hill, Jr., who has bcen active in development of much
of the Dickinson Field with us and with other operators. Anothet
owncr was Cardinal Petroleum Company, Therc were several
unleased mineral interests who had contacted at various times
in an cffort to lease, hut they said we'll wait and welll probably
join you in drilling a well. These parties were Continental Oil

Company, Hclmerich and Payne, Inc., and Houston-Hoffrman,

We made a decision that we should go ahead and we should contaét

these parties to see if they were in accord with us in drilling a
well in the SW of the SE. Prior to an oppotrtunity to contact thesg
people, I received a telephone call from Mr., Hugh Palmer, the
President of Cardinal Petroleum Company, asking me if we, as
working interest partners, would be agreeable to drilling a well
in the SW of the SE of 15, 140-96. Stating..he stated that it
would be necessary that Cardinal Petroleum Company would be
the operator of the well and that the spacing unit. . it would be esd
sential that the spacing unit would be the E/2 of Section 15, I
told Mr, Palmer that I was in accord in drilling the well, but I
disagreed on two primary functions, and that was what wonld the
spacing unit be and who would be the operator, I agreed.-Ildis~
agreed-~with the operations in Cardinal for the reason that North

American and its partners Louis W, Mll, Jr. owned the majorit

<y

of the working interest in this well either way you want to space
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it, the 5/2 or the F/2, According to my calculations, North Am}
erican Royalties and Louis W. Hill, Jr, own 65, 8% of the work-
ing interest-«the cost-bearing interest-~in the spacing unit de-

fined as the S/2 of 15, Cardinal Petroleum Company would own

1

15.9 interest, Therc are other working interest owners: Contin
ental Oil Company, Houston-Hoffman, and Helmerich & Payne,
as well as Joe Hi ram Moore., In the E/2 of Section 15, the worl-
ing interesi--or cost-bearing ownership--should the spacing be
that way, would be North American and its partner, Louis W,
Hill é43%, Cardinal Pctroleum Company 31,9, and Joe Hiram
Moore 3,5, So you can see that North American and its partner
have the majority interest, costwbearing wise, working interest
wise in cither spacing unit, and we feel that we're justified in he}

ing the operators of a well that was contemplated to be drilled on

™

our properly, We're not anly lessecs of minerals owned by othe
parties, but we are mineral fee owners in both the £/2 of the Sedw
tion and the SW/4. I also felt at the time, from our geological if-

terpretation at this time, that the proper spacing for this well, .

the well in the SW SE of 15 should be the S/2 of the Section in thd., .

it is necessary in drilling these wells to contemplate the correl
ative rights of all of the parties in all of the land that weire dis~
cussing today., And ccrtainly a Icssee has a rcesponsibility to hid
lessors-~the royalty ownersw-to do the best job he can, to drill

him the best oil well he can, to get him the best price, and to pro-
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tect his correlative rights, I would like to point out at this time

that we arc here, North American Reyalties, Inc¢., on behalf of

¥

other people that stand to gain or Lo lose much more in this spac
ing argument than will North American Royaltics, Inc, The revs
enue intcrest for all of the owncrs in either one of fhcse spacing
units has been computed and wc believe to the best degree of ac-
curacy with regard to the S/2 of Section 15, North American Roy
alties, Inc. will have 35, 7% of the production if it's spaced that
way, With regard to the E/2 of 15, North American Raoyalties,
Inc. will have 34,9, Actually, welre talking about less than 1%
of the revenue for this well for North Amervican if it's spaced the
S/2 rather the E/2, We wouldn't spend the time or the effort to
be in here arguing with one of ocur old partners over 1% interest,
but we do have correlative rights of our lessors to protect, Our
lessors cover the ownership of the E/2 alone as far as this sec-
tion is concerned, and it was my opinion and my management ded
cision to decide that we would not join in the drilling of a well as
proposcd by Cardinal in compassing the £/2 of Section 15 as it

would be a violation of the correlative rights of the owners of the

land in the SW/4 should we, It would pos sibly put our lessees in

Jeopardy as well, Therefore, I told Mr., Palmer in this telephone

conversation, that we would not agree to the drilling of this well.
I attempted, subseguently, to this time to negotiate--I stopped in

Cardinal’s office twice-~some kind of an equitable solution {0 ouy

1
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problem to no avail, We werc informed, Ibelieve in April--I

can't pick out the date, that there had been two drilling applica-
tions made by Cardinal Petrolcum Company, and that thc drilling
applications covered the well in the SW SE of 15 and they covcrefd
a well in the SW NW of Scection 14, And the permits were grantd
ed to Cardinal Petroleum Company to drill both of these wells,

and we were not advised prior to the filing of the applications fof
these permits, We found out through Petroleum Information and
through a dircct contact with the Geological Survey Office, We
have had no objection to joining and paying our fair share of the
cost in an oil well and in the well that is presently drilled and cdme
pleted if the oil well was drilled on thc proper spacing unit to
protect all of the correlative rights, and that's what our argumejnt
is about here today.

MR. THAMES: Mr. Bauer, was your opinion in your managcimeni

decision based upon the technical information supplied to you by
your geological and engineering staff?

MR, BAUER: Yes, it was.

MR. THAMES: And is that essentially similar information to of

what is now presented to the Commission, modified as it has
been by the information, ..

MR, BAUER: Modified by one foot of additional net pay added td

the well. Wec stand ready today,if the Commission so decides,

to pay ovur fair share of the cost of drilling this well, if the spag

@, —13788
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ing is designated as the S/2. Wc also demand and feel that it is
appropriate, that we be assigned the [unction of operator, which
the Commission has the authority to do under the statute.

MR, THAMES; How many interest owners are allected in the
two types of spacing units?

MR, BAUER; In the 5/2 of 15, according to our calculations,

there are 39 various royalty owners and working interest ownerd;

to the spacing unit encormpassing the E/2, there are 32. Attachdd

to Exhibit 6 and 7 are sumations in detail of the breakdown for
each of the spacing units-=bolh revenue-intcrest wise, working
intercst wise~~which this is your cost basis, You gentlemecn caj
compare and you can see that these are done to a very accurafe
scale, You can see that a great deal of the ownership of the E/2
of Section 15 is set forth on both of the exhibits and yvou will see
that no matter which way you space this well, that thesc people
in the E/2 of Section 15 will share in the production from this
well, If you space it according to Cardinal’s idea of the E/2, it
will double the production of these people who are going to share
anyway, and will eliminate any production from this well, which
W& in our testimony, have conclusively shown as being drained

from 7 parties. These partics are: Virginia C. Mosley, Virgin

I

ia G, Mosley and Fred F. Maosley, Jr. Trustee., These royalty
owners who reside in New York: }rank Veverka, a landowner..

a retired landowner lives in Dickinson, Joseph Kralicek, Jr. andl

n@m 1-13783
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Josephine Kralicek, his wife, who is the surface owncr of the

SW/4 of 15 at this time, and he's here today to testify. In ad-

dition, it would take away any production from Helmerich & Pavyhe,

Inc., Houston-Hoffman, and Contincatal Oil Company., Pcrcen-

I

tage wise, l've calculated at this time, that North American Roy
alties, who has undcr the statute sent out to all the owners undet
the 5/2 of 15 a voluntary communitization agreement, and has
had a return of a certain number of these and a rejection of a
certain number of thesc, that we have right now a revenue interd
est percentage as far as our application is concerned, for the
S/2 of 78. 9% of the revenue interest signed up for our way of
spacing. For the E/2, I can only calculate from the figures that
I have on the intcrest that we have had signed up, that Cardinal
Petroleum Company, with regard to their communitization ef-
fort on the E/2 would have 35.49% revcnue interest signed up,
With regard to the working interest or cost-bearing share of the
signed up voluntary owncrs, the percentage on the $/2 of Sectionl
15 is 71, 7% agreeing to the S/2. And with regard again to the
E/2, our figure indicates that Cardinal would have signed up in
their favor, 35.49, I wish to correct an crror on my statement
as far as the revenue intercst signed by Cardinal in the E/2 of
15. It would be 41.5%. We have in our possession, copies of
the communitization agreement, which we have sent out. Wce ald

50 have a copy of the letter dated June 16th, 1970, that I sent to

a@, 1-13733
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the royalty owners asking them to sign a communitization agree-
ment covering the S/2 of 15 and which have been brought to the
attention of the Commission, has not been read by Judge Mugly,
and with the permission of the Commission, I woul(j like to read
this very brief letter so that you can have ym.u- decision as to thd
quality of the pros, etc,

MR, ROBERTS: We ask that the letter be entered,

MR. BAUER: We are agreeablc.

MR, THAMES: We'd be happy to cater it,

MR. BAUER: Do you want it as your exhibit? We'll cnter it as..

MR. THAMES: Exhibit 13, We have only one copy, rather than

the two that usually, ..

DR, NORLE: You may procced, please.

MR. BAUER: Thank you. 'Dear Royalty Owners: Please find

enclesed, two copies of communitization agreement covering thg
5/2 of Scction 15, Township 140N, » Range 96W., Stark County,
North Dakota, 7The Shank wcll, Tocated in the SW of the SE of
Section 15, Township 140N., Range 96W., is now in the process
of being completed as a producing, Heath Sand oil well, The
Dickinson Field!'s spacing requires 320 acres for each well lo-
cated in this area of the [ield, It is our opinion that the cquities

require that the oll underlying the S/2 of Section 15, Township

140N, , Range 96W., should be included within the 320.acre spaq-

ing unit for the well located in the SW of the SE of Section I5,

@n t~13733
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Township T40N., Range 96W. And in order to protect the correl.

ative rights ol all of the parties owning an intercst in these pro-

1}

perties, we requcst that you sign one copy of the enclosed agree
ment in the spacc provided, which wec have checked with a red
pencil, and insert your correct addrcss in the blank opposite
your name. Have your signature notorized and return the fully
¢xecuted and acknowledged agreement to North American Royalw
ties, Inc, and enclose addressed, stamped envelope. You may
retain. thc other copy of the agreement for your file, Thank you,
Very truly yours, North American Royalties, Inc, By Arthur C,
Baucr. "

MR, THAMES: Do you have a copy of the communitization agreg~

ment which you forwarded to those persons?

MR. BAUER: Yes, I do. Ihave the copy-~all of the copies--]

have an cxtra copy herc thails unsigned, If the opposing counse]!
would like to examine the copy and compare it with the signed
copy~«you have a copy of it that I sent out,

MR, VANDEWALLE: Those arc the ones that you sent out with

the letter, is that correct?

MR. BAUER: Right, yes,

MR. THAMIES: I show you what we!ll mark as Exhibit 14, a com-

munitization agreement, and ask if this is the agreement that
you enclosed with the letter Previously rcad--FExhibit 13.

MR, BAUER: This is the copy of the agreement, as a matter of

a@ ~ta7ss
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tact, it is the copy that I signed on behalf of North American Roy|
alties.

MR, THAMES: We offer Exhibit 14.

DR, NOBLE: Are there objections to Exhibit 142 If not, we wiil
proceed,

MR. THAMES: Are there any..is there any crosseexarmination

of Mr. Bauer?

MR. DAVIDSON: John Davidson, of Cardinal Petroleum Company.

Ah. e Mr. Bauer, you testified that you were adviscd of the issuardce
ol the drilling permit to Cardinal Petroleum Company sometime

in April of 1970,

MR, BAUER: Ibelieve that was the date. I'd have to...to get
the exact datc.. check with our geologist.

MR, DAVIDSON: And at that time, were you also advised that

the permit had heen issued in accordance with an application des-
ignating the E/2 of Section 15 as the spacing unit?

IMR. BAUER: I was advised from reading a copy of the applicatidn

which, on the form, has a blank that yvou fill in advising the Com4
Imission of what you, you are going to select as a spacing unit,

MR. DAVIDSON: Would you agree with your counsells gtatement

Fhat the granting of the permit has no other legal significance othé¢r
than to allow the permitting to driil the well 9

MR. BAUER: 1 would absolutely agree with that statement,

MR. DAVIDSON: And you place no legal significance on the lact

@ 113733
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that the spacing unit had been designated by the State Geologist?

MR. BAUER: Do you want an answer to that?

MR. DAVIDSON: Yes, I do.

MR. BAUER: AIll right. I'll give you my legal opinion, or do

you want my personal opinion?

MR. DAVIDSON: In your opinion. .,

MR, BAUER: My opinion is that in order to control the drilling

of o1l wells, the Geological Survey has a responsibility of know-
ing where wells are going to be drilled, who is going to drill the
wells, whether this company has a bond as required by the stat-

ute, and that when an application is filed and the requiremecnts of

1

the regulation are fulfilled, that the Geological Survey has no de
cisionsmalking powers at all--they have to grant the drilling ap-
plication-wthis is a permit to drill, it is not a delineation of what
correlative rights are and proper spacing, or title,

MR, DAVIDSON: Well, then are you aware of Rule 107 of the

North Dakota Industrial Commission, particularly that portion
which states that the State Geologist shall deny an application (o1
a permit to drill a well if the well drilled in the location applied
for would cause or tend to cause waste or violate correlative
rights,

MR. BAUER: I want to rcad that, what is that rule--101%

MR, DAVIDSON: It'd be the second to the lagt paragraph under

the Rulc 102,

@H:n:
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MR, BAUER: 102. Yes, I'm quite..I think this ah is a very gogd

rule, and I'll tell you why, because I feel that this is part of the
function of the State Geologist office, to look into such things as

drilling applications as a well isn't being drilled within say. . for

instance, isn't being drilled within a waterway, which could dam
age and pollute our environment. It is also a function of the Corfi-
mission, delcgated of the Commission~~delegated to the State

Geologist-~by the rule to see that potentially that there isn't two
wells drilled side by side on one spacing unit, a number of these
things. Does that answer your question?

MR, DAVIDSON: But you would agree that the State Geologist

determines to his satisfaction, the correlative rights prior to ish
suing the permit?

MR. BAUER: I think he acts in an emergency position, sir, bc-

cause I think this duty rests with the Commission,

MR, DAVIDSON: Are you aware..youlre an attorney, aren't

you, Mr. Bauer?

MR, BAUER: Yes, sir.

MR, DAVIDSON: Are you aware of anything under the statutes df

the regulations of the North Dakota Industrial Commission in the
state of North Dakota, that would place no limit on time of any-
one challenging the issuance of a permit established in a spacing
unit?

MR, BAUER: Without making a study of it-~researche-I can't

@‘-‘ ara
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recall any, It could possibly be, hut I don’t know.

MR, DAVIDSOW: You had lessors in the E/2 of Section 15, Ibed

lieve you tcstilied,

MR, BAUER: Yes,

MR, DAVIDSON: And thesc lessors were not bound lessors in tH

SW/4 of Section 1572

MR, BAUER: Correct.

MR, DAVIDSON: And I believe youlve also testified that were

would. , their interests would be depleted 50%, Is that right?

MR. BAUFR: It would be half of. . if our application for the §/2
were accepted. Their interest would be half of what it would be
if it is the E/2.

MR. DAVIDSON: Are you ready. ..

MR. BAUER: Their half that they lose would go to the royalty

owncrs in the SW/4,

MR, DAVIDSON: You read into the record, in your communitiza

tion lettor., and I'll ask you if in your opinion that communitizatig
letter advised, on a spaced., advised the mineral intercst owners
in the E/2 of the fact that if they signed it, they would lose half
of their interests,

MR. BAUER: Not in so many words, no it didn't,

MR, DAVIDSON: Did any of the lessors in the E/2 sign that com

munitization agreement?

your application granted, the lessors in the E/2--mineral ownerk

=]
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MR. BAUER: Yes, a number of them signed the communitizatio

agreement and, subscquently, they mailed it to us and then lated

they addressed letters to us or copies of letters addressed to thé

Commission or Cardinal where they revoked thcir signatures,
and these certainly have not been considercd in the calculations
of what we have signed up. I have them all present here, and
as far as I'm concerned, it's a mulual agreement--a mutual un«
derstandiﬁg situation, and we are not calculating these in our
computations of the partics who have agreed to sign this,

MR. DAVIDSON; Wouldn't it be a fair statement, Mr, Baucr,

that it be very possibly the reason that these signatures were re
voked by the mineral interest owners in the E/2, what by rcas-
on of the fact that after they signed this, they found out that they
would lose half of their interests?

MR, BAUER: I bclieve they werce informed by Cardinal. At the

time Cardinal sent oul communitization agreements--I am as-
suming they did, I didn't get onc from Cardinal and I think OUT. o
it was not necessa;ry to send us one when they knew we were ob-
jecting-~but, to the best of my knowledge, this is how they would
find things out, is being informed by Cardinal. As a matter of
fact, T talked to one on the telephone.

MR. DAVIDSON: Did your comrounitization letter advise the mij

eral interest owners in the E/2 that the Shank well had been dril.

led by Cardinal at their cost and at no cost to you?

1
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MR. BAUER: No, it said the well had been drilled by Cardinal,

Ibhelicve. I have to look at that again, and that it was in the !
]
!

process of completion as an oil well, And in the purposc of pro-

esscntially what it said. Now, you can carry thesc letters on int.
to infinity, Pardon?

MR, DAVIDSON: I believe if you refer to the letters, it just

says it was drilled,

pleted as a producing Hecath Sand well.

MR. DAVIDSON: By whom?

MR. BAUER: It doesn't say who drilled it,

MR, DAVIDSON: Do you agree with the testimony of your expert

witnesses that prior to drilling of the Shank well, the lessors in
the SE/4 of Section 15 were being drained?

MR, BAUER: The SE/4? I think you mean the SW/4,

MR, DAVIDSON: WNo, thc SE/4,

MR, BAUER: Yes, I believe 50, I believe all the wells in the

field, as a result of pressure decline, bave been depleting,

MR, DAVIDSON: Do you know whether or not your lessors--or

any other lessors in the SW/4-<have bcen paid any compensatory
royalties by reason of that drainage?

MR. BAUER: No, we have never been asked by our lessors to

tecting correlative rights, we were going for the §/2 of 15, Thal's

MR. BAUER: It said that well is now in the process of being corh-

either drill a well or pay them compensatory royaltics or anythirg

e@b 1-13731
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clse; They--mind you, this well was completed on January 20tH,
-~the Wolfe Well, of 1970 and in any jurisdiction, y(;;u usually
have a minimum of 90 days up to 6 months to decide on what to
do,

MR, DAVIDSON: (Unintelligible)

MR, BAUER: Most oil companies won't let you get up to the

courthousce on that one.

MR, DAVIDSON: Now, after you were advised that Cardinal hade-

in their aﬁplication, -had requested an application that the £/2
bc designated the spacing unit, did your company take any affirmp-
ative steps Lo stop them from drilling the well under the permit
as issued?

MR, BAUER: No, because in my opinion, they had valid oil and

gas leases. We checked the record to see that they had some,
And, they can have a lease on one acre, so long as they follow
the requirements of the state with regard to drilling, There's
nothing we can do about it, They have a right to extract their min-
erals.

MR. DAVIDSON: Did you take any legal process to injoin them?

MR. BAUER: No, no,

MR. DAVIDSON: So you just in effect, let them g0 ahead and drifl,

MR. BAUER: That's their privilege,

MR. DAVIDSON: At their expense,

MR. BAUER: That's their privilege.
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MR, DAVIDSON: And,..

' i
MR. BAUER: They had an opportunity to join in the spacing unif

L

the way wc wanted it, and we would have paid beforc the well wa
drilled and assumed our share of the risk.

MR. DAVIDSON: But under the circumstances, they actually ind

curred had. . had this been a dry hole, North American would not
have had any rcsponsibility, is that correct?

MR. BAUER: That is correct, because we did not enter into a

contract,

MR. DAVIDSON: Do you own any interests in the.,I believe itls

the Jilck well. . in the SW NW of Section 237

MR. BAUER: No, we do not,

MR. DAVIDSON: Are you the operator of that well?

MR. BAUER: Of the Jilck well, , that, Continental Oil Company
was the operator,,,

MR, DAVIDSON: I'm sorry..L .but you do own interest in the

Weolfe well in the SW NW of Section 227

MR, BAUER: Yes, sir.

MR. DAVIDSON: And you'rec the operator?

MR, BAUER: We are thc operator,

MR, DAVIDSON: What percentage of the interest do you own ¥

MR. BAUER: Well, we own 50% working interest subject to the

reversion ol a portion of that working interest to Continental Qil

Company on the basis of a farmeout contract, So, when the well

ﬂ@@)ﬁ 1-13733
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pays out, they'll get 25% interest,

MR. DAVIDSON: Has the well paid out?

MR, BAUER: Idon't believe it has; it's probably close, but cur

accounting department from Chatancoga takes care of that phase.

MR. DAVIDSON: Approximately how many barrels of oil would
have to be produced before pay out?

MR. BAUER: I would judge in excess of 80, 000 barrels, depend

ing on the cost of the well, etc. 8o the well is potentially gctting
close to pay off,

MR, DAVIDSON: How much is it making?

MR, BAUER: Itfs making..In July. .l think it's on Exhibit 6 and

7.0 566 barrels of oil per day; it averages less than 1% water cut
in July, The cumulative is right there~~110, 000 barrels.

MR, DAVIDSON: Has your company, at any time, ever attemptd

to obtain a drilling permit from the State Geologist designating
the §/2 as a spacing unit?

MR.. BAUER: No, sir, because a drilling permit was already

granted by the State Geologist for the one and only location withiy
the bounds of the S/2, that was the SW of the SE.

MR. DAVIDSON: Then your answcr is no?

MR. BAUER: Right.

DR, NOBLE: Do you have any further guestions of the witness,

Mr., Davidson?

MR, PALMER: Could I ask some questions please? I'm Hugh

B
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Palmer.

DR. NOBLE: Yes. Go ahead,

MR. PALMER: Who iniliated this telcphone call?

MR, BAUER: You did.

MR, PALMER: Do you remember when it was?

MR, BAUER: Yes, it was back in March; I couldn't give you thd

date, but it was before we got word of your permit.

MR. PALMER: Why did I tell you the well ought to be drilled?

MR, BAUER: Wcll, because you'ld have 31, 9% if it was drilled

that way, and only 15, 9 the other WaY.

MR. PALMER: Didn't I tell you that we were probably being
draincd by your Wolfe well?

MR, BAUER: I can't rccall whether you did or not.

MR, PALMER: How much, . how much oil have you taken out of

the well since the timc I initiated to you that the wcll ought to be

drilled in 157

MR, PAILMER: I thought you said that it was on January 10th, ,

MR. BAUER: It was on January 20th, and then, of course you

know, what the first few days arc.

MR. PALMER: And how long was it after our conversation--ous

conversation for your benefit was on what date? How long was it

after our..that before we filed the permit?

MR, BAUER: We had January~-10 days; and February--28 daysi

MR. BAUER: Ibelieve they said March the 25th, is that correct?

@ %D 1—-13¥33
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MR. PAIMER: 15 days to think over my compiaints about draind

age on 15,
{

MR. BAUER: You didn't., it wasn't drainage you were talking a-

bout, it was making money, by drilling the well-~for joint benefif.

MR, PALMER: And what did you tell me that drilling was., . that |

that was my problem~-drainage.

MR. BAUER: I said our interests was exactly probably within

a few decimal points as what I said today,

MR, PALMER: Did you cver send out a reguest to drill the S/2

instead of the E?

MR. KELLOGG: May I ask a few questions?

we'd get together and disagree and finally seftle this thing belore
we got into a fight,

MR, PALMER: You mean after you got it all out of that Wolfe

well, Think about that,

DR, NOBLE: Yes, Mr, Kellogg,

MR, KELLOGG: Mr, Bauer, you might, .did you say you were

President or Vice-President of North American Royalties?

MR. BAUER: Vice-President.

MR, KELLOGG: Vice-Fresident, And you were familiar with thi

lcase-hold interests I'm sure, becausc you testified that vou hold

leasc~hold intercsts in the various tracts involved here,

MR, BAUER: No, I was hoping that,, like welve done for 19 yeansw-

m@}, 1—taraa
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MR. BAUER: Yes,

MR, KELLOGG: Isn'tthat right? And you testify that North A

erican has lease-hold intercsts under the /2 of Section 15 as
well as under the SW/492 |

MR, BAUER: Yes, sir,

MR, KELLOGG: And I don't recall now your tcstimony as to the

percentage of interest you have in the E/2, but it was 30 some
odd percent,

MR, BAUER: I was talking about percentage of revenue intcrest

or percentage of cost-bearing interest and that's what I was tall}
ing about,

MR, KELLOGG: I'm a littic bit confused. When youfre talking

about cost~bearing interest, you're talking about working intcres

o+

now?

MR, BAUER: Yes,

MR, KELLOGG: And you have...well what is your percentage

of all the interest that you have--of all production?

MR. BAUER: Of all production?

MR. KELLLOGG: Yes.,

MR. BAUER: What we'll get=-what percentage of the dollar of

oil ¥

MR, KELLOGG: Yecs.

MR, BAUER: North American in the E/2 is 34, .it's , 3498380,

MR, KELLOGG: About 35%7

% [T
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MR. BAUER: Roughly 35%, yes.

MR, KELLOGG: Now, that includes the Shank lease, and I reprd

sent Mr....do I have to state my name or should I have done so?

DR. NOBLE: You did earlier,

MR, KELLOGG: Yes, but for this examination. .

DR. NOBLE: Yes, why don't you do it again,

MR, KELLOGG: Kellogg, representing the Shanks and Mr, Shank.

That 35% intercst included the..you computed the Shank lease-
hold in there? Right?

MR, BAUER: Yes., Yes, it has,

MR, KELI.OGG: And as a matter of fact, you still claim to be a

legsee of Shank?

MR, BAUER: Absolutely, 100%.

MR. KELLOGG: You didn't pay the delay rentals that hecame du¢

on July I, did you?

MR, BAUER: In accordance with the terms of the oil and gas

lcase, a well must be commenced on or before the rental paying
Hate within the confline of the description of the lease, Okavy,

MR, KELLOGG: But my question was, you did not pay any delay

Fentals ?

MR, BAUER: You don't have to, the well was drilled,

MR. KELLOGG: Well, did you pay any delay rentals?

MR, BAUER: No.

MR, KELIL.OGG: No, At the time picked on the leasc~-July 1st.

%l—m'ﬂa
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MR. BAUER: Right,

MR. KELLOGG: Do you realize on the provision in lease, if a

well is commenced that gualifies it, Is that right?

MR. BAUER: Right.

MR, KELLOGG: Regardiess of who commenced the wcll, .

MR. BAUER: Right.

MR. KELLOGG: Even though it be a stranger with whom you hall

no privilege?

MR. BAUER: Right,

MR, KELLOGG: Is that your theory?

MR, BAUER: Yes,

MR, KELLOGG: And that's why you didn't pay the delay rental?

MR. BAUER: Ah,.Ididn't pay the dclay rental becausc the well

was not only drilled, but it was completed,

MR. KELLOGG: Yes, but you're rclying on that other cause of

the lease. .,

MR. BAUER: And you must remember, Mr. Kellogg. ..

MR. KELLOGG: Yes.,

MR. BAUER: That if wc desire to participate in this well, no

matter which way the spacing goes, we must pay our fair share
of the cost of that well,

MR. KELLOGG: Ya, I understand, Now under the law. The law

requires it,

MR. BAUER: Right,

%1-:37&3
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MR, KELLOGG: Now then, the same thing is true with refcrenc

1

to Kralicekw~you didn' pay his July 1st rentals either.

MR. KELLOGG: Isntthat right? On the Kralicek leasc. Now,

this conversation that you had with Mr, Palmer«~the lst time--
you say he initiated the conversation.

MR, BAUER: Yes, he did,

MR, KELLOGG: You don't have a record of the date of that cone

versation?

MR. BAUER: No, Hugh just said it was March the 6th.

MR, KELLOGG: You gave to the Commission some percentages

of the people who have signed up in favor of your position here,

I may be mistaken,

MR, BAUER: Ah,.give me a minute here and I'll sec how these

papers...

GOVERNOR GUY: Well, what is your point, . let's not ah, .

MR, KELLOGG: Well, my point is, Mz, Chairman, to find cut

how many of thosc were in the SE/4 in which welre intcrested in
and how many werc in the SW/4, What percentage of that 78 to-
gether. . put together..

MR. BAUER: I could read the names of the ONes, .

MR, KELLOGG: You haven' broken it down, have you?

MR. BAUER: No, I've broken it down total of the revenue interefp

and I think you said in the $/2 of 15, 78%--roughly, or was it 71.[.

tes

@}9 13733
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MR, KELLOGG: Yes, that 78% contains practically everybody ir

the SW/4 doesn®t it?

MR. BAUER: It contains everyonc in the SW/2 , with the excep~

tion of a bit of a two parties that didn®t send it in period,

MR, KELLOGG: Ya, well, it camec pretty close to 100% in the

SW/47?

MR, BAUER: Yes,

MR, KELLOGG: And to have made 78%, it would have to have

been about 25% in the SE/4, wouldn't it? Roughly, just roughly.

MR. BAUER: I couldn't answer that yet without.,

MR, KELLOGG: But of that part of the SE/4 that included your

interest which you owned,

MR, BAUER: Oh yes. Wc could also have included three royal-

ty owners that only own in the E/2,

MR, KELLOGG: And your interest in the SE/2 was around 35%

of the working interest.

MR. BAUER: 383 or something likc that.

MR, KELLOQGG: Okay, thatls all.

question, he said it included three that only owned in the E/2,

MR, BAUER: That's right,

MR, DAVIDSON: And are these any of the three that revoked thelr

signatures?

MR, BAUER: No, no theyirc not,

MR, DAVIDSON: Governor, in light of his answer to Mr, Kellogig‘s

%l—lﬂ?!!
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MR, DAVIDSON: These three have not revoked their signatures
MR, BAUER: Home State and Royalty Corporation, Home Statc |
Qil and Gas Company, and the First Trust Company of St. Paul.}

MR, DAVIDSON: That's a trustec for some of the Hunt family,

isn't it?

ME. BAUER: No, for Louis Hill's child,

MR. DAVIDSCON: I mean from the Hill family, is that right?

MR, BAUER: Yes.

MR, DAVIDSON: And this is the samec Hill that is your partner?

MR, BAUER: That's right.

MR. DAVIDSON: In the SW/47

MR. BAUER: It's a trust, and the First Trust Company of 5t,

Paul is thc trustee,

MR, DAVIDSON: Dut cveryone else either revoked or refused ta

sign it?

MR. BAUER: No, two oil corporations that own only in the E/2.

MR, DAVIDSON: Home State Royalty Corporation. I!m sorry,

MR. BAUER: Home State Royalty Corporation, Home Statc Oil

and Gas, Not withstanding the [act that their production was cut

in half,

GOVERNOR GUY: At this point, I'm going to ask that we recess

until 1:00,

DR, NOBLE: Will you...do you have further questions, Mr. Daf

idson?

@ @u I=137d3
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MR, DAVIDSON: Just a few questions. Mr. Bauer, as you have

alrcady testified that you are an attorney, and I'm going to ask
you whether or not you've been on behalf of North American Roy
altics, contact the crude oil purchaser under the Shank well and
advised them that they were or should withhold any payment by
reason of the fact that you had filed this adverse application for
spacing in the §/2 of the section,

MR, BAUER: I contacted Rock Island Oil Company. . of Koch In-;

dustries, who I had been advised was purchasing the (:ru.d.e oil
from this well, and alerted them to the fact that there was a dis~
pute as to the proper ownership of that oil, and requested that thi
hold the runs in suspense, pending thc final cutcome of this mat-
Ler,

R. DAVIDSON: So then, Mr, Bauer, isn' it a fair statement

to say that as an attorney you have reached the conclusion, or the
opinion that the filing of such an adverse application--or the pos-
sible filing of such an adverse application--throws such a cloud
on the pay so as to not allow any producer subjcct to this possibil
ity from ever obtaining any royalty interest or working interest
pf without some sort of final determination of the question?

MR, BAUER: No, not exactly, Mr, Davidson. I fcel that I had al

responsibility to my company and to all the lessors-~the lessors

L4

that we have in the SW/4 of 15 as well as in the E/2 of 15awto hold

the royally in suspensc and not have it improperly distributed untjl

24

1
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there was a final ajudication of the property ownership as a re-
sult of propcer spacing. i
MR, DAVIDSON: Would your opinion have been the same had you
not [iled the application?

MR. BAUER: Ycs.

MR, DAVIDSON: 8o, in other words, it could be suspended on

that different itcm ?

MR. BAUER: No, until there was a dccision made-~rendered,

We have a responsibility to our lecssors on a number of things--
and one is that the proper amount of royalty to be distributed to
them. Secondly, that the right pricc~-the highest price that we
can find for the crude oil-~be paid to them, And these are two

of the most important things that T considered in requesting the
suspension of the wcll, It's not an wnusual thing in the oil trade
to ask for a suspension of royalty., I think...

MR. DAVIDSON: What if the E/2 had becn voluntarily pooled?

MR. BAUER: If the E/2...

MR, DAVIDSON: Had been voluntarily poolcd.

MR. BAUER: Yes?

MR, DAVIDSON: Do you feel that some mineral intcrest owner

in the W/2 could have filed this application?

MR. BAUFER: Yes, Ifeel that if it had been voluntarily pooled,

we'd have a moot question as far as cur case teday, If everyone

in the K/2 would have agreed to this matter, it's ah,, it really ish't

@, T-ta7a2
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a question in point.

MR, DAVIDSON: My question to you is do you fcel that in that

situation if there had been someone in the W/2 who had no owner
I

ship in the E/2, that they could have had at any time, filed this
very same application and suspended all payments?

MR. BAUER: Ibelieve they could.

MR. DAVIDSON: Forever?

that...it is a law. I feel that they have the property rights just
2s much as North American has.

MR, DAVIDSON: How.,how long should the producer then hold

up to determine whether or not they should pay out this money?

MR, BAUER: You always arc concerned with the titles~~the val

id title, and as I understand it, Cardinal distributes royalty bas
ed on 100% division order of their own and a letter of indemnity

to the purchaser, Does that answer your question?

MR, DAVIDSON: Yes.,

MR, BAUER: I would say until there is..,you were in a safe po~

this is their decision to make, I requested that they suspend roy
alty payments until this matter was decided. It is thelr decision
to make.

MR, DAVIDSON: What if you hadn't filed the application, could

MR, BAUER: No, not forever. If they’d have brought a proceed-

ing, whether it be in the Industrial Commission or before a court

sition, Now the purchaser of the crude cileawhich is Rock Islang--

q‘@gp —137us
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you have filed it in a yecar or two years, or three years, or how?

MR. BAUER: What Mr., Davidson, has taken place in a short

timew-~-a matter of a few wecks or months,
;

MR. DAVIDSON: But you agree that there is no statutory provisj-

ion as to how long that the adverse owner would have the right to
file the application?

MR, BAUER: Idon't know of any statutory limitation, but there

would bc an estoppel created here, as you know, il you waited tod
]_Ong-

MR. DAVIDSON: An estoppel is a legal question, and has becn.

MR. BAUER: You were asking me a legal question?

MR, DAVIDSON: Rut in an answer to that, an cstoppel is a legal

gquestion.

MR, BAUER: Right,

Royalties hadn't filed an applicatioﬁ, Cardinal would have had to,
in this instance, would they not? Because they had.. you have an
example involuntary pooling and. whether or not North American
[iled an application you would have had to file an application. .

MR, DAVIDSON: Yes, and also brought out the situation where

lhe IL/2 had been voluntary pooled., Couldn't it not?

Jong could they wait to file, Well, if you file an application with-

MR. VANDEWALLE: It might have, but the question that was pre¢

Eented was ife~how long could someone in the E/2 do this-~how

MR, VANDEWALLE: Well, Mr, Davidson, even if North Ameridan

‘4@3 14743
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out North American Royalties, then their application for involun«
tary pooling was granted, wouldn't that bc the end of it then?
MR, ROBERTS: It would not be involuntary pooling.

MR, VANDEWALLE: But we don't,,,what welre talking aboutl id

hypothetical, because you have the case on here because VOU, ¢ o
you do not have voluntary pooling,,

GOVERNOR GUY: Can we move this case on a little bit faster,

and not replow any of the same ground twicc?

MR, KELLOGG: I have no further questions, but I would like to

make a statement for the record-~to the record-=for the repre~
sentation of the Shank...Mr. Shank..and ah..that is by appear-
ing here; we do not acknowledge the validity of any of the claims
by North American and the, ., that is not acknowledged and that

we in fact, disclaimed that they have any valid reason of such int
terest.

MR. VANDEWALLE: Mr, Kellogg, yvou also agree, of course,

that this Commission has no authority. ..

MR, KELLOGG: Yes, I just want to make the record clear that

we are not acknowledging such interests here and, ..

MR, THAMES: One more question on direct examination of Mr.

Bauer. Mr. Bauer, a great dcal of questions have been asked of

you relating to managing decision which you have made in relation

to the correlative rights and the decisions to join or not jeoin wellfs,

1

What is the basis upon which you have made these managcment d

F. =
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jcisions?

MR, BAUER: I..my decision...

MR, KELLOGG: I couldn't hecar the last part of your question.

agement decisions?

i

MR, BAUER: The basis of my management decision in this mat-

ter are a summation of what my staff--it isn't very large, it's
composed of a geologist, and a consulting enginecr and myself
constitutes it, with some of our other people in our management
section, That is the foundation of my decision and if comes dowd
to this, very simply. That we could not support joining in a welll
where the spacing unit was going to be the E/2 of Section 15 wher
such a thing would, in our opinion--based on my geological en-
gineering evaluation-~result in atiributing to the ownership of thd
NFEA, a portion of the production which they are not justified in
having, This decision proceeds right on [rom the beginning on
through the end. It was my decision. This proceeds from our
efforts and is the same kind of information I basc my decision on
The S/2 of Section 15 gives in an equitable manner--it can' reac
perfection. An equitable distribution of reserves [rom all of Sec
tion 15 rcally..,and that is the S/2 of the Section. No matter who
that was by,

MR, THAMES: No further gquestions, Mr., Bauer.

GOVERNOR GUY: Did you..did North American Royalties propo%e

MR, THAMES: What is the basis upon which he has made these mane

L
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to join with Cardinal in drilling the well if the S/2 of 15 had been
the spacing unit?

MR, BAUER: Yes, sir. In the conversations I had with Hugh on

March the &6th.

MR. VANDEWALLE: Mr, Bauer, you have implied that the an~}

swer that...yet assuming, which is the fact that you and Cardin.

al cannot reach an agreement, would you have filed an applicatidn

to drill designating the S/2 as the spacing unit, and would you

have drilled that well?

MR, BAUER: Yes, we would have been in contact with other wobk-

ing intcrest owners which werc Helmerich & Payne, Houston-Haoff

man, and Continental Oil Company, and statistically the F, E, D, Ts,

etc, , if they joined us-~voluntary joined us-=~in,, But at the samsd

time, the application to file a drilling permit was granted to

Cardinal. The state could not give it to us--we talked about that,

DR, NOBLE: Arc there further questions of the witness? If not,

this witness may be excused. Do you have other witnesscs, Mr.

Thames?

MR. THAMES: Onec more witness, Mr. Joe Kralicek, a landowt

under the SW/4 of Section 15, Ile has previously testificd, Mr,
Kralicek, would you spell your name please?

MR, KRALICEK: K-r-a-l-i-ceeak,

MR, THAMES: Mr, Kralicek, do you own the surface and some

of the mineral intercsts under the SW/4 of Section 157

aer
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MR, KRALICEK: Yes, Ido.

MR, THAMES: And do you have a statement to make to the Corh-

mission?

MR. KRALICEK: Yesg.

MR. THAMES: Would you please tell the Commission,

MR, KRALICEK: Well, I also--before we go on, I also have an

authorization here which authorizes me to speak in benefit of
Frank Veverka. He was ill and wasn't able to come here, Ile
owns the mineral interests in this quarter also.

DR, NOBLE: Would you repeat the last...just for the benefit of

Mr. Davidson?

MR, KRALICEK: Yes, well, I'm authorized to represent I'rank

Veverka sccing he was ill and couldnt come down with me., He!

.-

the man I bought the land from and he withheld a certain amount
of mineral interest in it, so L. .when I talk for myself, I'm also
talking for him,

DR, NOBLE: Is it Vuenveg~rak-a? Okay, you may procecd.

MR. KRALICEK: Seeing as, . seeing as this Shank well is only

660 feet away [rom the Scction 15--SW/4 which is definitely get-
ting drained of a lot of the ocil. The Wolfe well has been in pro-
duction since January and this one is producing, like I said, 660
feet I imagine somebody said from my fence line, and this other
NE/4 which we're talking about is actually about 1300 fect away,

or something like that, roughly, And seeing as we have this 3604

(ﬁ@n 1=13733
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i
acre spacing, I don't see why some of these people in the E/2 ;

should actually double their production, where us here in the SWi
|
are actually right next to the well and who could possibly be left !

out altogether.

MR. VANDEWALLE: Ah.,who is your land under lcase to?

MR. KRALICEK: North American Royalties, , my mineral inter-

ests are.

MR, THAMES: Ave there any questions of Mr. Kralicck?

DR, NOBLE: The witness may be cxcused. Do you have any fur

ther witnesses, Mr, Thameces?

MR. THAMES: We rest. We would make a closing statement,

but perhaps it should be rescrved until the other side has made
their presentation,

DR. NOBLE: Okay, we will give you the opportunity,

MR, THAMES: Thank you, sir.

DR. NOBLE: Other testimony in Cases No. 1004 or 10052

MR, DAVIDSON: We call on Mr, Hugh Palmer, please, State

your name, and address and present employment.

MR, PALMER: I'm Hugh Palmer, Billings, Montana, Cardinal

_MR, PALMER: President,

Pctroleum Company,

MR. DAVIDSON: And in what capacity ?

MR. DAVIDSON: And are you also a managing officer of the Coni-

bany ?
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MR, PAIMFER: Yes, sir,

MR, DAVIDSON: Were you present in the courtroom when Mr.

Art Bauer testified as to a conversation on March éth, of 19707

MR, PAIL.MER: I was,

MR, DAVIDSON: .And who placed that phone call?

MR, PALMER: I placed the phone call to Art,

MR, DAVIDSON: I'rom Billings?

MR, PATLMER: From Billings,

MR, DAVIDSON: To wherc?

MR, PALMER: To Bismarck, on March 6th,

MR. DAVIDSON: Did...did you agree with Mr, Bauer's inter-

pretation of that phone call?

MR, PALMER: Not entirely, no.

MR, DAVIDSON: What was said to you and what did you say in

return?

MR, PALMER: I called Mr. Bauer when geological engineers

brought me a report showing that the well-~the Wolfe well-wwas
producing 600 barrels of oil a day and had been for 45 days. And
I called Mr. Bauer to see what his intentions was in Scction 15,
I asked him to run the spacing North and South in Scction 15 and
he said he wasn't ready to drill, but when he was, but when he
was, he'd run it east and west. And I said well, welll cut our
interests down and he said that's correct. And I said well, in

that particular case, we may have to let you carry us, we'd only
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I said.oyou're draining it now, And he said that's your problem.
So I waited two weeks for him to make a move--he could have
went in, spaced it, he had acres in the 8£/4. He could have pery

mitted that well and run it East and West. It was permitted in

the S/2. 1 gave him two wceks to make his mind up-~he didn't
make it up, I took steps to corrcct the problem, that he said I
had,

MR. DAVIDSON: And what was that problem?

7 [would produce; our engineers said it would produce, and it was

MR, PALMER: To run it North and South and Cardinal put up all

the money,

MR. DAVIDSON: And Cardinal drilled the well,

MR. PATLMER: And we put up about 96% of the money and only

own about 35% of the property, because our geologists gaid it

just that simple. We took the risk:; we drilied the well.

MR, DAVIDSON: And, I assume that the results of your drilling

pperation supported. .

MR, PALMER: Correct, And at that time, . by the timc we got
pround to permit it and then drill the well and get on production,
they had produced some...in exccss of somec 100, 000 dollars

vorth of oil out of the Wolfe well, and we also have an obligation

[0 our lessors,

MR. DAVIDSON: And are you here [ulfilling that obligation?

have 15%, but when you're ready, you let us know. And he said.l
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MR, PALMER: That's exactly right.

MR, DAVIDSQON: I have no further qucstions.

MR, THAMES: No questions.

DR. NOBLE: No guestions,

GOVERNOR GUY: I would ask Mr, Palmer, oyou've spoken of th

14

Wolfe well draining oil from Section 15. In view of the location

from the SW/4 of 15 or the SE/4 of 157 !

MR, PATLMER: According to our geological maps and stuff, we

was basing our..I'd say it's about equal.

GOVERNOR GUY: But you would $aV¥e . you would say that the

distance between the Wolfe well and the SW/4 is shorter than the
distance between the Wolfe well and the Cardinal #15 in the SE/4

MR, PALMER: Correct, but Cardinal had no obligation to pro-

tect the lessor in the SW of 15,

GOVERNOR GUY: But, would you say that. . what would cause yof

—

MR, PALMER: I think our geological interpretation of the arca

to say that the drainage in the SE/4 would be as greal as that in

the SW /47

pvould like to bear that out,

GOVERNQOR GUY: In other words, distance is not a factor from.

MR, PALMER: No, I'm...I'm convinced, and I think most peopl

jformation-~probably much wider than 320 acres,

T

pre convinced that the drainage pattern is wide in that particular

of the Wolfe well, do you think the major drainage has taken placle

% 112733
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GOVERNOR GUY: There will be two wells draining all of SW 15,

isn't that correct?

MR, FALMER: We have an application to drill in the NW of 15

rights of the SW of 15 and we hope that North American would

and as soon as they decide what they want to do, we're ready to

put our money up because evidently...

GOVERNOR GUY: Would..would you be willing to continue with

the permitted location in the NW /4 of 15 if the spacing unit runs
Fast and West?

MR, PALMER: Ah..we would,,we think it would produce, We

don't have any doubt in cur mind of what it will produce, but the
fact is~~the thing that would disturb me is that we have put up all
the capitol investment, Wec put up 100%-~0r almost 100% of the
money that nobody clse would drill, We took all the risk out of

the whole area because from testimony, it's evident that their

has., has continued to do the same thing--it stops, and then somd
idiot would drill a well out a ways and here comes the oil again,

So then you have to go start again, so then you drill another bunch

know where the Dickinson field is going to stop. It may stop at

the river up there. We have ah,, Governor, wc have taken..welve

and space the SW of 15 with it, which would protect thc correlatite

join us in drilling that well, This well has been permitted, stakdd,

geologist didn't think that location would produce., DBut, Dickinsoh

of contours and somebody will jump up and do it again, and I don't

%!—Iﬂ'ﬂ!
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put up our money--we've put up all the money., Thcre was no waly

to get the well drilled without us putting up almost all the mon Y4

and if that would have been a dry hole, we were gambling about

65, 000 bucks that it would make oil, and nobody elsc would do ity

or didn‘t do it. Now, I'm..I'm~-this is only my personal opiniog-

I suspect that ah. . if North Amer:ican hadn't had the Wolfc well,
they might have taken a differcnt look, and their maps may have
been a little different,

GOVERNOR GUY: Now the development of this area, which in-

cludes four wells all within a mile of one another; is..is considd
erably more rapid than is usual in an oil find, isn't that right?
Now there are four wells that have becn drilled in 1970--21l in 2
mile, which is quite rapid development, isn't that the truth?

MR, PALMER: I think the East gide of Dickinson=~once it startd

ed stepping out, developed that fast, And I know this, that if Caj
dinal would have owned somec of that acreage, it would have devel
oped faster than it did,

DR. NOBLE: Arc there further questions of Mr. Falmer?

MR, VANDEWALLE: I have one. Mr, Palmer, with regard to

the proposed ah., well in the NW of 15, if the Commission detere
mines that the spacing unit should he the E/2 and if North Ameris
can Royalties refuses to join in the drilling of the well in the NW
do you still propose to go ahead and drill?

MR, PALMER: Well put up all the money and drill the well,

(@@iﬁ 1-12733
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That's how much we think it'll produce, North American--if they
refuse, just like they wouldn't put up any money on the one we've
got-~welll put it all up again; we're in the oil business, and we
cannot make any monecy without crude oil. There is no other way
to make money unless you get crude oil,

DR, NOBLE: Docs anyone else wish to question the witness?

MR, THAMES: Mr. Palmecr, who did the development? Who

drilled most of the wclls in this part of the lield?

MR. PATLMER: North American Royalties and Continental Oil.

MR, THAMES: Thank vou,

GOVERNOR GUY: Any further questions? You may be cxcused,

Yes, go ahead,

MR. DAVIDSON: State your name.

MR, ROBERTS: Donald K, Roberts, Billings, Montana,

MR, DAVIDSON: By whom arc you employed?

MR, ROBERTS: Employed by Cardinal Petroleum Company.

MR. DAVIDSON: In what capacity?

MR. ROBERTS: As an Attorney and Manager of the Land Depart

ment,

MR. DAVIDSON: What is your educational background?

MR. ROBERTS: Ihavc a BS Degree in Geological Engineering,

an M8 in Petroleum Engincering and a Law Degree.

MR. DAVIDSON: Are you familiar with the location of the Dickide

son Field?

@D 113783
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MR, ROBERTS: Yes, sir,

MR, DAVIDSON: And have you prepared a map showing the DicKk~
!

!
inson Ficld and the West-Dickinson Field?

MR. ROBERTS: Yes, sir, If we could very briefly--ves, sir,

this is a land prescatation that North American Royalties present-

ed which may be of interest to the Commission. What it does show

is the delineation of the Dickinson and West~Dickinson Field, which

is spaced on 320-acre spacing, and then the area which includes

I

the Shank well Zone 2 of Dickinson Field, which is spaced on 320
acre spacing, We have also shown on the exhibit the present patd
tern of spacing units as you sec from the 320~acre spacing unit
that do exist both in West-Dickinson and Dickinson. There is no
particular delineation~.some of them run North/South and some
of them run East/West, Our well--the well here in question to~
day, is located here in the SW SE of Section 15. Also shown on
the map are the two locations, permits for which have been ap-
proved by the State Geologist to Cardinal Petroleum Company,
And here is the Wolfe well-~North American’s Wolfe wellewloca-
ted in the SW NW of Section 22,

MR, DAVIDSON: Mr, Roberts, did Cardinal Petroleum Company

make an application before the confrontation of the State Geologidt?

MR, ROBERTS: Ycs, sir, on March 25th, 1970, after the con-

versation that has been previously discussed here this afternoon

with North American, Cardinal’s decision was that to protect its

..‘.'.Qj!‘\' t-tazas
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lessors and its interests that something had to be done to preverft
drainage in Section 15, so it was our decision to make applica-
tion for a drilling permit and to drill a well in the SW SE of SccA
tion 15. That permit was filed on March 25th, 1970. The appliq
cation designated the E/2 of that section as the spacing unit: the
permit was approved and issued on March 30th, 1970, by Edwin%
A. Noble, State Geologist. |

MR, DAVIDSON: Do you have copies of those, ., that application

to be marked as Exhibit 2°?

MR. ROBERTS: Thatfs correct,

MR. DAVIDSON: Did you-~have you Prepared an exhibit on the

mineral and leasehold interests in the E/2 of Section 157

MR, ROBERTS: Yes, sir,

MR, DAVIDSON: Is that marked as Exhibit 32

MR, ROBERTS: Yes, it is.

MR, DAVIDSON: And havc you prepared an cxhibit showing the

mineral and leasehold interests in the W/2 of Section 159

MR. ROBERTS: Yes, sir, I have,

MR, DAVIDSON: And is that marked as Exhibit 49

MR. ROBERTS: That!s correct,

MR. DAVIDSON: I note on Exhibit 3 you have made an asterik

next to the name of E, E, Rakowski and Jacob Shank and Kathryn
Shank as joint tenants.

MR, ROBERTS: That!s correct, that is in there because we wore
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|

notified by Mr. Shank and Mr, Rakowski very recently that thereifs

a disputc, apparently, as to whether or not those leases to NortH

Arncrican are still in full force and cffect. The lessors considet

that these lcases have terminated, and we were given notice-- ;

served noticcs--as the operator of the well.

i
MR, DAVIDSON: Now return again to Exhibit 3. Does your ex~

hibit show that therc is a common ownership of minerals in the
E/2?

MR, ROBERTS: Yes, it does., They arc badly divided, but Sec

tion, ., the E/2 of Section 15, is common mineral owncrship, whid
is one reason that we felt an obligation to make the spacing unit
for that well the K/2 of Scction 15. There is no one in the E/2 o
Section 15 who owns minerals in the W/2 of Section 15 with the
exception of North Amecrican Royalties.

MR, DAVIDSON: Why was Cardinal prepared to drill a well in

the SW/4 of the SE/4 of Scction 152

MR, ROBERTS: I think, as Mr, Palmer has pointed out, the de

velopment of the Dickingson Field towards the NE since January,
North American completed the Wolfe, which is producing in ex-
cess of 600 barrels of oil per day; Continental Oil Company has
completed the Jilek well in the SW NW of Section 23, which is
producing around 400 barrels a day. The Wolfe well went on prd
duction in January of 1970, Being in the oil and gas exploration

business, wec felt that it was logical that a well should be drilled

h
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|
in Section 15, It's a step-out to production, and if you're going E

to look for oil and gas, that's something you're going to do is driill
the location here, As Mr, Palmer testilied, we attempted to getf
!

the other working interest owners to cooperate with us and joint-!

]
r

Iy drilling a well in Sectién 15, We were unsuccessful, We fclt
that serious drainage was occurring to all lessors and to all leaslc-
hold intcrests and the decision was made, we decided we couldn’f
wait any longer; we made the decision that if nobody would go with
us, we'd take all risks ourselves, with J. Hiram Moore concurred
in our recornmendation, and these two parties drilled the Shank
well. The..to show you the seriousness of what had taken place
by March 6th, which is the date that Mr., Falmer called Mr. Baufer;
the Wolfc well had produced 21, 000 barrels of 0il; by the time we

obtained our permit, which was on March 31, 1970, the Walfe

T

well had produced 37, 000 barrels of oil; and by the time that Car
dinal, in June, got their well on production, the Shank well--the
North American Wolfe well-~had produced 82, 000 barrels of oil,

and I understand now from their exhibit it's produced over a 104400

barrels of oil and we heard testimony to the effective that pay out
is somewhere around 80 or 90, 000 barrels of 0il. So the Wolfe
well esscntially had paid out before Cardinal got their well on prp~

duction.

MR, DAVIDSON: Did you request participation in the Shank wcll

prior to drilling?

%}n 113733
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MR, ROBERTS: Yes, sir, we did. In additione-

MR, DAVIDSON: In what manner did you request participation?

MR, ROBERTS: In addition to the telephone conversation that

Mr. Palmer spoké of, we on April 14, 1970, requested that the
other working interest owners in the E/2 of Section 15, in writin
Join us in the drilling of a well with the spacing unit the /2 of
Section 15,

MR, DAVIDSON: And fo whom was that letter addressed?

MR, ROBERTS: It was addressed to North Amecrican Rovyalties

and Louis W, Hill,

MR. DAVIDSON: Do you have that in the form of an exhibit?

MR, ROBERTS: Yes, sir,

MR, DAVIDSON: What is the Exhibit number ?

MR. ROBERTS: Exhibit #5,

MR, DAVIDSON: Did you reccive a response to this request?

MR. ROBERTS: Ycs, sir, we did.

MR, DAVIDSON: And ah,.in what manner was the response?

MR, RORERTS: Ah..on April 17th, we reccived a latter from

Arthur C, Bauer, in wh ich he stated that he was nol agreeablc td
our proposal with the spacing unit being the E/2.. he pointed cut
North Amecrican and Louis Hill's interests as to the S/2 and E/2
pf Scction 15, He said for this reason, it would be to the advan-
tage of North Amecrican to space this well in the S/2 of Section 15

pnd he declined to join in our proposal for a well to be drilled in

86 |
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MR, THAMES: Would you read the rest of the letter please?

MR. ROBERTS: The whole letter too?

MR, THAMES: After he declincs.

MR, ROBIRTS: 'I am of course interested in doing the best I

can for our company, and realizc you are intercsted on behalf
of Cardinal, bhut we strongly fcel the equitics of this situation re
quire that the oil underlying the SW/4 of 15 should be included wi
in the spacing unit being drained by a well in the SW SE of 15, It
is our feeling the NE/4 of 15 should be joined to the NW/4 of 15
where the 320 acre unit of production for a well located in the SW
NW of 15, We would also insist that North American Royalties
be the operator of the wells to be drilled in the SW SE of I5 and

if a well is drilled in the SW NW of 15 and in the SW NW of 14,

will await your reply,

MR. DAVIDSON: Did you reccive a response from Mr, Hill?

MR, ROBERTS: Yes, sir.

MR., DAVIDSON: In what manner?

MR, ROBERTS: A letter dated April 21st. He says, as you will

remember I'm closcly associated with North American Royalties
of Bismarck, He said that he agreed with North American that
for his interest, he would definitely prefer the basis for spacing

be the S/2 instead of the E/2,

North American Royalties also be the operator of these wells, We

th~
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MR, DAVIDSON: Do you have that in the form of an cxhibit?

MR, ROBERTS: Exhibit #7,

MR. DAVIDSON: Did you, at any timc again, request participa-

tion by North Amcrican Royalties and Mz. Hill?

MR, ROBERTS: Yes, sir,

MR, DAVIDSON: At what point? f

MR, ROBERTS: May 8th, 1970, by telegram to Mr. Baucr and

Mr. Hill, we again requested that they join us in the drilling of
a well in the SW SE of 15, with Cardinal as the operator. We
were,at that time, rigging up and planned to commenco drilling
operations the first of the week,

MR, DAVIDSON: And is that in the form of an exhibit?

MR, ROBERTS: Exhibit #8,

MR, DAVIDSON: Did you receive a response?

MR. ROBERTS: Yes, sir. We received a letter from Mr,. Baudr

on May 11, 1970, acknowledging our telegram.

MR. THAMES: Read it all.

MR. ROBERTS: The whole letter? "I wish to acknowledge the

receipt of your telcgram of May 8th, 1970, requesting that we
join in drilling a Tyler Test in the SW SE of 15, 140-96, Stark
County, North Dakota, with Cardinal as operator with the spacin
unit for such wells be the E/2 of 15, As you know, I was out of
the office the day that the telegram was received, and this is my

first opportunity to answer. I talked with Louis W, Hill on the

T
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telephone this morning, and wish to advise you that we have not |
Jl.

changed our position with regard to the drilling of the subject we

E
We strongly reaffirm the position that we took in my letter of Ap{-

ril 17th, 1970-~the spacing unit for the subject well shonld be the

i
S/2 of 15, in order to protect the corrclative rights of all partiesj
and in addition, North American Royalties should be the cperatoz
of the well, We urge that you do not commence drilling operations

until a mutual understanding has been arrived at between all par-

tics. !

1

MR, DAVIDSON: And did you receive a response---is that mark

cd as Exhibit 97

MR. ROBERTS: That is Exhibit 9,

MR. DAVIDSON: And did you receive a response from Mr. Hill1

MR. ROBERTS: Yes, sir. May 11, 1970. Do you want mc to

read all of this one too? I--this is from Mr, Louis W, Hill. "I
have your wire of May 8, 1970, again requesting my approval to
join Cardinal in drilling the Tyler Test in the area deseribed a-
bove., In my letter to you, dated April 21, 1970, I outlined my

preference in this matter and I am sorry that I have had no reasdn
to change my mind since. Mr, Arthur Bauer of North American
Royaltics is sending you a wire today restating their position., I
have discussed this with Mr. Bauer and you can accept this telew

gram--his telegram--as speaking for me also,

MR. DAVIDSON: Did you ever receive that telegram?
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MR. DAVIDSON: Did you submit a similar request from other

i

|

MR. ROBERTS: No, !
i

|

i

1

working interest owners?

MR, ROBERTS: The only other working interest owner was JI.

Hiram Moorec.

MR. DAVIDSON: And did you submit a similar rcquest to him?

MR. ROBERTS: Yes, sir, wec did, with a letter and an AFE,

which was approved on April 22ad, 1970,

MR, DAVIDSON: And is that in the form of an exhibit?

MR. ROBERTS: FExhibit #11.

MR, DAVIDSON: Did North American or Mr. Hill, who refuscd

+ad

to participale, have an interest in another production in the area

MR, ROBERTS: Yes, sir, they did,

MR, DAVIDSON: And..describe that,

MR, ROBERTS: As I pointed out before, they have a substantial

interest-~I think Mr, Bauer testified 50%=-in the Wolfe well, lo-
calted in the SW NW of Section 22,

MR. DAVIDSON: And do you agree with the previous testimony

that. . that well was draining hoth to the SW and SE of Section 159

MR, ROBERTS: Yes, sir, I would.

MR. DAVIDSON: I assume that you commenced to drill the wdll,

MR, ROBERTS: We commenced drilling the well on the 18th of

May. . we would have commenced sooner, but that was the 4 or 5

inches of rain in Dickinson at that time, The well was drilled and

@ .%‘_‘.‘.‘:.. 1-13733
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completed in early June,

MR, DAVIDSON: During the process of drilling, did you providd

¥
i

North American Royalties with information concerning the Well?i

MR, ROBERTS: Yes, sir. |

MR, DAVIDSON: What did you provide?

MR, ROBERTS: Daily drilling reports,

MR, DAVIDSON: What is the current production on the Shank

well?

MR. ROBERTS: 400 barrels a day.

MR. DAVIDSON: Now, sincc you have obtained production, have

application to designate the £/2 as the spacing unit?

MR, ROBERTS: Yes, sir, we have.

MR, DAVIDSON: And have you put those replies in the form of an

exhihit?

MR, ROBERTS: Yes, sir. It's Exhibit #12, By our Tast calcu-

in the E/2 of Section 15. Essentially, the only mineral owners
who are not supporting us that we know of are North American
Royalties, the Hill Trust and Home Statc Royalty Comp ny,

MR, DAVIDSON: By the way, were you in the hearing room this

morning when Mr. Bauer tcstified that. . . we'll just wait for that
question for the time being, At any time, Mr. Roberts, did you,l

did you know whether or not North American and Hill-~Mr, Hill-L

you requested that the mineral owners in the E/2 of Section 15 gilve

lation, we had the support of 80%-~-80plus % of the mineral owneds

% 1—aysz
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agreed to pay their part of the cost and drill a well desipnating

the S/2 of Section 15 as a spacing unit?

MR, ROBERTS: Not to my knowledge,

H
]
1
]
i
]
i
[

MR. DAVIDSON: Were you in the hearing room this morning andgl

you heard Mr., Art Bauer testify as to the fact that the Louis Hill

Trust and Home State in ah,, in the mincral interest owners in te

E/2 had signed their.. North American Royalties' communitiza-
tion agreement?

ME. RCBERTS: I was.

MR, DAVIDSON: And did you receive a response or did you in-

quire of Home State to support you in your application to desig-
nate the E/27?

MR, ROBERTS: Yes, sir, we did, 1 might add that Cardinal

did not sent for execution a communitization agreement as such,
we thought it might be a liitle prematurc. What we did was send

a letter to all the interest owners explaining the situation as it ef

Lkd

isted-~the dispute that was involved and asked them to suppozrt
our application,

MR, DAVIDSQON: Did vou receive a reply from Horne State cone

cerning your request?

MR, ROBERTS: Yes, sir, we did.

MR, DAVIDSON: And in what form?

MR, ROBERTS: A letter addrcssed by O, Strother Simpson, the

President of the Company, in which he acknowlcdged receipt of

¢nﬁﬁ§§ b 113733
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our letter in which, in regard of the above captioned application.;

MR, THAMES: Read it all. '

MR, ROBERTS; ""We acknowledge receipt of the copy of your lef

ter of June 22nd to the North Dakota Industrial Commission in rd-

for the E/2 of 15, and your lefters of like datc to mineral ownerd

in the E/2 of Section 15, explaining that before drilling the pro-
ducing well in the SW SE of Section 15, you made application to
the North Dakota Industrial Commission Lo drill thercon designal
ing the £/2 as the spacing unit and that such application was ap-
proved, We did not know this yesterday when we received from
North American Royalties, Inc. a communitization agreement
pooling and communitizing the minerals undcr the S/2 of Scction
15, Being unaware of the facts set out in your letter yestcrday,
we signed and returned to North American Royalties, Inc. the
communitization agreement that they submitted to us. It is ap-
parent, as you point out, that if the spacing unit for the well you

have drilled is established to the Southe-as the South half rather

than the Fast half, as your request, the interest to the undersigne

companies in the well would be cut in half and we would, of cours
be prejudiced by this. We, and North American Royalties have

been good {riends for many years and we would be unwilling to

take any action that might jeopardize these good relations. Thus),

for these reasons, we helieve we are forced to stand by the com-

i
L
.i
b
1
i
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munitization agreement that wc signed for North American Roya]ji-

§
ties and not oppose them in this proceedings, rcgardless of the !
j
prejudice we may suffer there from.'

MR. DAVIDSON: We ask that this letter be marked as an exhibii.

Tt will be, Ibelieve it will be Exhibit #27. This, ,if the applica- E
tion of Norfh American Royalties is granted, have you reviewcd
the effect this would have on the mineral interest owners in the
E/2»

MR. ROBERTS: Yes, sir, they'd be cut in half, with the excep~

tion of North American, who owns mincrals and working interests

in both the SW/2 and the E/2,

W/2 of Scction 157

MR, ROBERTS: Yes, sir, we do.

MR, DAVIDSON: Ilow did you acquirc that?

MR. ROBERTS: We have under oil and gas leasc, the NW/4 of

Section 15~~this lease was acquired on July 29th, 1970, after the
expiration date of the previous oil and gas lease on this property|

MR, DAVIDSON: Who was the prior owner of that lease?

MR. ROBERTS: North American Royalties,

MR. DAVIDSON: And why is that?

MR, ROBERTS: Its primary term of ten years ran out,

MR, DAVIDSON: Why did you obtain the lcase?

MR, ROBERTS: We obfained the lease,,. Mr, Harrison's geclogh

MR, DAVIDSON: Does Cardinal Petroleum have an intcrest in the

%, 1=13733
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e testimony will show this much greater advantage, which you

have a 400 barrel a day well here, a 600 barrel a day well here,
you have the Dickinson oil field which his testimony will show as
open cnd to th.e NE. It was our gcologist and engineers! rccomm
dation that that was valuable acrcage to have and was potentially

productive,

MR, ROBERTS: Yes, sir, wc have.

MR, DAVIDSON: And on that application, did you designate a

spacing unit?

R. ROBERTS: We designated the W/2 of Section 15 as the spac

tced location in Section 15,

MR, DAVIDSON: Was that permit granted?

MR, ROBERTS: That permit was granted--the application was

filed on July 19th, 1970-~the permit was granted by the State Geg

logist on August 3rd of this year.

MR, DAVIDSON: And did you mark that as an exhibit?

MR, ROBERTS: That!s exhibit #13.

MR, DAVIDSON: And you made the application at that time?

MR, ROBERTS: That's right.

MR, DAVIDSON: Have you requecsted participation of the other

working interest owners in this well?

MR. ROBERTS: Yes, sir, we have. We., the working interest

MR, DAVIDSON: Did you get an application for a drilling permitj

ing unit with the location to be the SW NW of 15, The other permi

(211~
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owners in Scction-~in the W/2 of Scction 15, according to our ree

ords, consists of Mr, Hill, North American Royalties, Continen|

tal Oil Company, Helmerich & Payne, and Houston-Hoffman, W

44

wrote to all of these parties on August 5th, 1970, proposing that
a well be drilled In the SW NW of Section 15, We sent with this |
letter that all parties join in and drill the well, . we scnt with this

letter an AFE, and also suggested accounting procedure to cover

operations, asking that everybody voluntarily pool and that the
well be drilled.

MR, DAVIDSON: Is that in the form of an exhibit please, Mr.

Roberts?

MR, ROBERTS: That!'s Exhibit #14.

MR. DAVIDSON: Ah..have you received any response to these

requesis?

MR. ROBERTS: Wec have, since August 5thewthe day we sent the

letter-~received threc responses. A response dated August 11,
1970 from North American Royalties, which they acknowledged
reccipt of our letier. Do you want me to read it all? "We, on
receipt of your letter dated August 5th, 1970, with attached auth.
orization for expenditurc covering the drilling of the captioned
proposed well, which is the Kadrmas well in the SW NW of 15,
We note from your letter tha.t you propose the spacing unit for this
well to be the W/2 of Section 15, In view of the fact that the PTos

per spacing for the 15-15 Shank well, completed in the SW SE of




11

12

13

14

15

18

19

20

21

22

ra
s

24

28

26

27

97,
!

4
]

15, has not been determined and will not be determined until af- |
ter the August 20th, 1970 Industrial Commission Hearing, North;
American Royalties fecls that it is prematurc to consider the
drilling of a well in the SW NW of Section 15, '

MR, DAVIDSON: Did you mark that as an exhibit? .f

MR, ROBERTS: The three responscs collectively, are Exhibit

15, We received a response from Continental Oil Company, whd

has approximatecly 2% interest in the W/2 of 15. Mr. William

Blackburn, dated August 10, 1970. "We have received your AFH
to drill a Tyler Sand test in the SW NW of Section 15, 140-96,

Stark County, North Dakota, We are going to withhold approval
of this AFE, pending the outcome of the hearing on the subject

section scheduled for August 20th, in Bismarck, We will be in a
position to give you our decision on this proposal very shortly af
ter the order finalizing the spaced area for the well in the E/2 of
Section 15 has been made public, "' Onc additional response from
Louis W. Hill, Jr. dated August 12th.
ust 5th, you indicated that Cardinal proposcd to drill a Tyler San
test in the SW NW of 15, 140-96, and that the spacing unit will cd
sist of the W/2 of 15, I do not feel that I can approve of a poolin
agreement or a drilling unit at a time when therefs a controversy
over the spacing involved in the Shank well., As you know, I favo

spacing in the §/2 rather than the E/2,

tion I have, it appears that the arca selected for the Tyler Sand

TF

"In your letter dated Aug}

L

ja ™

n-~

A

In addition, to the informps

m&@; 1-13743
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of spacing for the Shank well will be considered by the Industrial
Commission on August 20, and I will be interested in it.s decisiorf.
We have heard no response frmﬁ either Helmerich & Payne or
Houston-~-Hoflman,

MR. DAVIDSON: Has Cardinal prepared an accounting procedur

T

for operating the well in the SW SE of 157

MR, ROBERTS: Yes, sir, as...one the obligations in forced

pooling is to prepare costs and operations can be charged so that

the participating interest owncrs can recover out of production

which would be the accounting procedure which would cover our

MR. DAVIDSON: Where did you obtain these procedures?

IMR., ROBERTS: This is a standard form Copas 1962-Joint Oper-

pting Agreement Accounting Frocedure, The ligures contain
thercin the operating charges arc based upon an operating agree-
ment covering the Frced well in the S/2 of Section 16, in which
Cardinal was a party and which North American was the operator
The figures are identical,

MR. DAVIDSON: Have you prepared that in the form of an exhibd

Lt

ticipating owner., For this purpose, we have prepared an accounk-

test SW NW of 15 is not a desirable one, I understand the questipn

rr

their costs and also the equitiblec share of the costs with a non-pat=

ing procedure with which we would like the Commission to approve,

1 1-13733
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MR..ROBERTS: Yes, sir, that's Exhibit #16.

H

MR, DAVIDSON: Do you trust that Mr. Thames made an impor—i:

tant statement this morning?

MR, ROBERTS: Yes, sir,

MR. DAVIDSON: As an attorncy and as a Petroleum Engineer,

would you agree with his statcment that a drilling permit does

not mean anything except the right to drill a well?

MR, ROBERTS: No sir, I would not, T think that the Commissig

has adopted regulations., has--

MR, DAVIDSON: Mr. Roberts, my last question was whether od

not you agreed with Mr. Thames! statement that a drilling permit

does not mean anything except the right to drill a well,

MR. ROBERTS: No, Idon't, A drilling permit must mean some-

thing more-wthis Commission would not have such things as Rulds

102, would not have included in their regulations specific rules
that must be [ollowed in completing a drilling permit as contain-
ed on the instructions of the Form 1 which you must fill in and
one thing that you must do it says, if there's morec than 40 acres
in the drill site, you have to designate the spacing unit [or the
well,  That's in there for a reason, I think it's in there to astab
lish what the spacing unit is going to be for the well youtre dril-
ling.

MR. DAVIDSON: Would it make any difference to your company

if you couldn't rely upon that spacing unit making an economic de

I

e
2

1
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cision to drill an oil well®

|
MR, ROBERTS: If every time you were on rectangular spacing-f

which would be either 80's or 3207's-~and yvou have obtained a

drilling permit approved by the State Geologist, there will certain-

ly be a scrious question as to what really did you have, whether |
you could go ahead and drill a well and then wait for a coll, ,. a
collateral attack upon that permit by some stranger off to the sid
so I think you’ve almost reached the point that you may have to
hav.e a hecaring and make sure that nobody’s going to intcrfere
outside of what you've designated as the spacing unit before you
could ever proceed to drill a well in the state of North Dakota

where you have rectangular spacing.

MR, DAVIDSON: And oncc again, referring to Counsel Wilkin's

statement, would you agree with that portion that says that Card4

inal has only minority interests in the E/2%

MR, ROBERTS: We have a2 minority working interest--we have B2

% ~=35% with Mr. Moore. We have the support of nearly all of
the mineral interest owncrs in the E/2 of Section 15, with those
exceplions as I previously pointed out-~North American Royal~

tics, the Hill Trust, and Home State,

MR. DAVIDSON: You may Cross«examine,

MR, THAMES: Does J, Hiram Moaore, according towur records

own intercsts in other than the E/2 as far as the spacing unif is

concerned? Does J, Hiram Mcoore own mineral interests in othef

€,

@bl—mnn
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than the E/2 of Section 159

MR. THAMES: Right,

¢

1

MR. ROBERTS: Anything else in Scction 152 |
: §

MR, ROBERTS: No, not as far as our records show, l

this well-~the Shank well«-is now approximately at 400 barrels i
a day, is this correct?

MR, ROBERTS: Ii's true.

MR, THAMES: And that it commecnced its production some two

to three months ago at 648 barrels of oil per day?

MR.ROBERTS: No, I said the Wolle well was preducing 600 bar

rels a day.

MR. THAMES; What was the Shank well completed for initially?

MR, ROBERTS; Initial production of the Shank well I think was

450 after two days,

MR, THAMES: And the production has declined 50 barrels a davy]

more or less, within how many days of production?

MR, ROBERTS: Oh, it’s been on production 60 days,

MR. THAMES: Now, you'lre a graduate Pctroleum Engineer, aré

MR. THAMES: Mz, Roberts, you stated that the production fror

T

154

you not?

MR. ROBERTS: That!'s true,

MR, THAMES: Then you gave in your testimony your opinion as

to drainage back and forth--are you familiar with the Horner Ted

}nique‘?

e

a@p 1-13733
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MR, ROBERTS: Yes, sir. ‘

MR, THAMES: Arc you familiar that this technique can be ap-~

plied on a draw-down calculation as well as a pressure~build-up;
!

calculation?

MR. ROBERTS: Thatfs true,

MR, THAMES: And would this. . would not this rapid decline in- '

dicatc a barrier condition somewhere reasonable close?

MR. ROBERTS: No, sir,

MR, THAMES: On how do you base that?

MR, ROBERTS: I think if you lock at any well on the Dickinson

Field, the first few days of production--or first few weeks of prd
ciuction-—you get a decline down to what the well will lovel off at.,
I don't think the decline rate--and I haven't studied thesc in de-
tail--in our Shank well is any greafer than any other producing
well in Dickinson. I'm sure Mr, Voorhces, who has studied thed
in more detail, can answer that question better than I,

MR, THAMES: It's my understanding, bascd upon information

which Cardinal supplied to the North Dakota Geological Survey,
that the initial production was 648 barrels 2 day.,

MR, ROBERTS: That must have been for a very brictf period. It

been producing 400 or 450- .

MR. PALMER: Let me answer that question if you don't mind,

file an initial production hefore you can move any oil from the

Under your regulations in North Dakota, you!ve got-~youlve got tg

3

% 1=13742
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E
lease, which forces you can filc a production report that it is nol*:

true to well at all because you have to run it on a swab test and '

i

!

thatis part of your regulations...you must file a report~-a (:(.)m-;
pletion report-~to the State Geologist before you can move any E
oil from the lease, Thereforc, you must run it on a swab guagei
or something that is not actually suited {o the best and that's any

well in the state, not only this one.

MR, THAMES: Havc you filed the 30-day final report that's re-

quired-~the 30-day production report?

MR. ROBERTS: I think you should ask Mr., Voorhees that ques-
tion.

MR, THAMES: I derived from your teastimony-~and please cor-

rect me if I don’t understand it-~that you never have formulatedd-

yet attempted-~a voluntary pooling of the E/2 by actually sending

to all of the parties a communitization agreement [or their signal-

ture, is this corrcct?

MR, ROBERTS: It would be an cffort in futility, as we both know.

MR, THAMES: But you have not done this formality ?

MR, ROBFERTS: No.

MR, THAMES: Now if the Commission should find that the spac+

ing was the 5/2 of 15, on the basis of your testimony, would you
recomumcend drilling a well in the SW NW of 152

MR, ROBERTS: That would take a great deal of study, I think

Mr, Palmer indicated partially the answer to that,

m@. §;.;.:--13733
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' i
MR, ROBERTS: The NW of 157 The lease was effective July 29¢h.

MR, THAMES: And whcn was contact made, if the lease was noti
effective on the day it was drawn?
- |
MR. ROBERTS: About a week hefore, '

GOVERNOR GUY: You'll have to speak louder, .,

MR, ROBERTS: About a week before.

GOVERNOR GUY: You're getiing so low that we can't hear any-

thing but a mumble down there,

MR, THAMES: Did Cardinal own any interests in the NW of 15 a

the time the Shank wcll was drilled?

MR, ROBERTS: No, sir,

MR. THAMES: No [urther questions,

MR, KELLOGG: May I ask scveral questions? Mr, Roberts,

MR, KELLOGG: Do yvou recall that testimony? You also recall

MR. ROBERTS: That's true, That!s right,

id you hear Mr, Bauerfs testimony that he wasn't awarc of any

the spacing unit?

MR, ROBERTS: Right.

in his tcstimony that in his opinion, the person in the SW/4 of 15
fwould not involve as in the E/2 would have a right to change in

these procecdings.

MR, THAMES: When did Cardinal obtain the lease on the NW of |

time limit or statute on which the application was made--to chang

%}D‘I—I‘!ﬂ!
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mit, and if such a person has a right under the statutes to bring |
i
such proceedings at any time, what affect would that have on the

development and production of oil [rom the standpoint of the op- ;

crator who has to pay out the royalty? What problems does this

create?

MR, ROBERTS: I think you would have created a problem that, ,

1
L
i
¥
b

before you could either render or approve a division order title

body~-a neighbor in your instance--say the SW/4 of a particular
section was going to attack either an involuntary or voluntary
pooling agreement for that N/2 and how you would assure your-
sclf of that, I don't really know, because leases changc hands,
and maybe this attack could takec place next ycar, or 5 years, or
10 years from now,

MR, KELLOGG: Would it, in your opinion, have an adverse af-

fect on the development of oil under such uncertainty as these?

MR. ROBERTS: It certainly would, It would also have the affect

that I don't know when landowners would ever obtain any royalty-
how long you'd have to hold them up before you're sure this wasn
going to happen.

MR, KELLOGG: Would you be able to prescnt an early title op~

inion that would have any validity as to who the royalty was pay-

jable?

MR, KELLOGG: Do you remembcr that? Now, if there is no lil

opinion, that you would have tc somehow assure yourself that not

T

ft
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MR, ROBERTS: I think you'd have some very scrious questions

as to whether you could or not.

MR, KELI.OGG: 'That's all, I think you testificd that the permit!

i
'

that establishes. . that cstablishes a spacing unit is something

that you rely upon when going ahcad with drilling. g

MR. ROBERTS: Indusiries relied upon in North Dakota for man{

I
|
years, '

MR. KELLOGG: Bccause it affects your risk, doesn't it?

MR, ROBERTS: Yes, sir,

before it proceeded with the drilling?

MR, ROBERTS: Yes, sir,

MR, KELLOGG: That!s all,

MR. VANDEWALLE: Mr. Roberts, with regard to Mxr, Kellogg!

7]

questions, surely if an involuntary pooling order had been grant-

ed by this Commission on the E/2 and no appeal was taken with-

to change the spacing,

MR. ROBERTS: That's truc, but we are once again being hypo-

thetical, If we didn't have involuntary pooling, if we had volun-
tary pooling on a rectangular spacing, il seems under North Arnd
erican's theory where this Commis sion never hcard the matter,
The lessors and lessees got together and said we'll run it North

Pnd South; somebody perpendicular to that spacing hearing may bé

MR, KELLOGG: Now, did Cardinal rely upon the E/2 spacing usit

in 30 days, subsequcntly, sormcone could not come in and ask them

@3@“ rtaFay
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|
!
i_
|
!
|

next month or 5 years from now could say, I think that it should |
be involuntarily pooled or run the opposite direction. 1 think un-g'
i

der what North American's contending, there wouldn't be anything
!

to prevent that, i
i

MR, VANDEWALLE: But, this Commission has enough problenis

i

f
without deciding hypothetical, don't you think? i

MR, ROBERTS: [ think it could become a very real problem in

development of oil operations within the state,

MR, VANDEWALLE: With regard to the permits and that's heen

discussed by both parties today, T know of no vefercnce except
the passing reference to the order spacing this area itself, and

isn't it true that the State Geologist cannot issue any drilling per

T

mits that's not in accordance with the spacing order?

MR. ROBERTS: That's truec.

GOVERNOR GUY: Mr. Roberts, you stated that North American

Royalties were contacted to join with Cardinal in drilling the well

in the SW of the SW/4 of Section 15, that the F./2 of that Section

as the spacing unit, and that North American Royalties declined

to join, Did North American at any time, offer to drill thc well

with Cardinal®s financial support, providing the spacing unit was

on the S/2 of 152

MR, ROBERTS: The answers to our inquiries are into evidence

they have never made a specilic proposal to drill a well in that

Section 15,




1il

1t

12

12

14

13

18

19

20

21

£

a4

25

24

27

GOVERNOR GUY: Have they ever made a proposal to join Card-;f
inal in the well that Cardinal did drill provided the S/2 of 15 was|
i
the spacing unit? ]
i

MR, ROBERTS: No, sir.

MR. THAMES: L,I believe Exhibit 9 that Cardinal has introduc..

| ed would throw some light on this particular question.

MR. ROBERTS: They simply state that the spacing unit should

be the §/2; as far as whether or not they were ready-~they werd

ready at any time to drill a well, I don't think they said.

GOVERNOR GUY: So you maintain that North American has never

offered to join with Cardinal in a well with the S/2 of the Scction
being the spacing, nor have they ever offered to be the. . to act-
vally drill the well with Cardinal's joining in, is that right?

MR, ROBERTS: That's right,

MR, TIHAMES: I couldn't hear your answer to that,

MR. ROBERTS: That's right,

MR, BAUER: Governor, this is a question of my integrity, but

right now, Itestified under cath that we would pay our part...

GOVERNOR GUY: Ah..this is whatl I want to. . and I would ask

you the same question. ., any offcrs~-the original offer from Carp
dinal was not a written offer, it was a telephone offer, is that
correct? Ah.,do you have any written offers from North Ameril
can to tHe offer that Cardinal made by tclephone?

MR, BAUER: Ihave sevcral letters, I may have some more,

% [ECET Y



ih

11

12

13

14

1B

16

17

15

13

20

]

24

25

8

: MR. BAUER: You know what our conversation was.

109 |
but I've been introducing into evidence. ..but I'd have to look, ing

dicating that we were willing to share in the drilling of this well.i_

MR, PALMER: I think you better think back, Art,

i
i
i
r
i
t

MR. BAUER: Fugh, I think that you could,

MR, PALMER: You doesn't say that.

|
|

MR, PALMER: I know what it was, you said it was a problem of

us getting draincd was our problem, not yours, But you had this

Wolfe well. ..

GOVERNOR GUY: Ah,,what I'm trying to determine here is

whether or not the offers were made by telephone and that there
is no record, cxcept the testimony of the parties involved or
whether there was a written offer or a written counterwoffer by

the parties involved,

MR. BAUER: May T just take a moment fo go through this, gentle-

men?

MR, PALMER: Fxcuse me a moment, Governor, Our,.,our

proposal wasn't only a telcphone conversation, but was followed
up by a written request, We have evidence that we were trying
to drill the well. If he would have proposed, we might have joind
ed them, But he didn't ever agree to put up any money any time|
For running the spacing East/West or North/South at no time,

GOVERNOR GUY: Is there,.are there other...is there other

testimony that you wish from Mr., Robeorts?

qﬁ.‘{rﬁﬁﬁh 1=1373n
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MR. DAVIDSON: If it please the Commis gion, I offer into evi-~ |

dence, Exhibits 1 through 16 and Exhibit 27. '1.

DR, NOBLE: Are there objections to the Commission's receiv-—-g

H
v

ing Exhibits 1 through 16 and Exhibit 277 If not, they will be re

ceived, i

GOVERNOR GUY: Are there other withesscs now that should be.

called? Ah,, Mr, Bauer is looking up this information,

MR, DAVIDSON: Well, we have a witness that we could call.

GOVERNOR GUY: Well, we're not trying to fill up the time, we

Just want to move it along a little faster.

MR.., DAVIDSON: YES, Well h.eo o .

GOVERNOR GUY: All right,

MR, DAVIDSON: T think wefll call Mr. Rummel, Frank Rummd¢l.

Oh, excuse me., State your name and address,

MR. VOORHEES: T. A. Voorhees, Billings, Montana,

MR, DAVIDSON: And by whom arc you employed?

MR, VOORHEES: Cardinal FPetroleum Company.

MR, DAVIDSON: And in what capacity?

MR. VOORHEES: Vice-President in charge of aperations,

MR, DAVIDSON: What is your formal education?

MR. VOORHEES: I graduated from New Mexico, student in Ming

ing and Technology with a Bachelor of Science Dcgree in Petrol.

eum Engineering,

MR, DAVIDSON: And have you been employed in this profession

% f—uyas
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since the datc of your graduation?

MR, VOORHEES: Ycs, for the past 16 ycars I have.

MR, DAVIDSON: I ask for the Commission to recognize Mr,

Voorhees as an expcrt witness,

GOVERNOR GUY: The Commission docs recognize Mr. Voorhegs

as an expert witness, ;

MR, VOORHEES: I believe you all have a copy of Exhibit #17,

[44

which is the crux of my testimony. This exhibit and the purposéd
of my testimony is to present the cost incident to the drilling,
completion, and operation of the 15-15 Shank well. In addition
to this cost summary, which is Exhibit #17, I do ha.v.e two sets
for the Commission, which are copies of the actual invoices of
all invoices recceived through August 20, 1970, Now these inw
volces are summarized on Exhibit 17 becausc the invoices thermd
selves are quite a lot of paperwork. As the exhibit states, this
Is as of August 20, 1970, and we have reviewed all of our opera-
tions, and I think all of the invoices are in and contained herein
with the cxéepti on of the electric pumping motor on the pumping
unit, We wcre unable to get the motor we desired at this time,
50 it really has not been delivered, Welre just using a motor
that's on loan, so there will be one additional charge here, and
we estimatc that charge will be approximately $1800. 00 dollars,
Now, would you like mc to put down all of thesc charges, or just

the totals®?

w% 1-tuyza
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GOVERNCOR GUY: Ah,. please summarize it in words, we have |

the cxhibit in exhibition, E

MR. VOORHEFES: All right, The principle charge in the drilling

cost is the footage drilling, which was dane by one of our own !

i

rigs, and we have employed a footage rate of $4. 75 per foot, |
which we consider to be a competitive rate in fhe area, The rc-—-J
maining of the drilling charges are ah, . surveying, permit, the
dirt work, drilling mud, watcr, casing, cement,, all of which is
summerized and the total drilling cost to the casing point on this
well amounted to $63, 840, 03, The completion cost are then surp~
marized, which includes all the various items of equipment and
services required to complete the well through the tanks. About
three pages of these items and they total $108, 610, 15, 8o, the
total completed well cost~~drilling and campleting-~amounted to
$172,450,18, and as I mentioned, there will be the one extra

charge of approximately $1500, 00, which we have not entered,

The last page of this exhibit summarizes the operating expenses
of the well to datc, This is carly July, so we just have one half
maonth in June and all the items are set forth there and they am»
cunt to $398, 41 for June's, and for the full month of July, the opd

erating expenses amounted to $729, 84 and these operating cxpens

seg are governed by the accounting procedure which you were furj
piished as Exhibit #16, That concludes my testimony, Are there

uestions ?
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GOVERNOR GUY: Does anyone wish to question Mr, Voorhees?g

You may be excused. Do you have another witness ready? i
!
i

approval the costs as provided under the statute,

MR, THAMES: No objection,

GOVERNOR GUY: We will reccive the exhibit, ;

MR, DAVIDSON: Siate your name and address please,

MR, HARRISON: Ray Harrison, Billings, Montana,

MR. DAVIDSON: And by whom are you employcd?

MR, HARRISON: Cardinal Petroleum Company.

MR, DAVIDSON: And what capacity?

MR, HARRISON: Exploration Manager,

MR, DAVIDSON: And what is your formal cducation?

MR, HARRISON: I graduated with a BS Degree in Geology from

the University of Nebraska in 1940, Since that time, the past 24
vears, I have been employed as a Petroleum Geologi st,

MR. DAVIDSON: By Cardinal Petroleum?

MR. HARRISON: The last 13 by Cardinal, and previous to that,

by Smith Petroleum Company and Monsanto Chemical Company.

MR, DAVIDSON: I ask the Commission to accept the testimony

of Mr., Harrison as that of an expert,

GOVERNOR GUY: Hig testimony will be accepted,

MR. DAVIDSQN: You may proceed, Mr., Harrison.

MR, HARRISON: I realize timc is getting long, and I will make

MR, DAVIDSON: We will offer Exhibit 17 and ask the Commissibn

g 114732
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:located in the SW SE of Section 15, In order to really visualize

T4
i

this just as brief as possible. The geological discussion this af«-§

i

ternoon concern itself primarily with the probability of the extenk

sion of the Heath 3 sand up to the Northeast of the Shank well,

this probability, I think it is necessary that the concept of the den
position be briefly discussed, so that you can see how this, .,th.i_sI
sort of thing came about. At the end of Mississippian and carly ;
in the beginning of Pennsylvanian time, the Williston Basin water
area-wthc Marine area of the Williston Basin lies to the North

and Northwest of the area with which welre concerned, And the

land mass lies to the East, the Southcast and the South, at somec

point which is not exactly. .. not exactly ah, . it will be determined.

However, the evidence of deposition of the Section of which we ayx
concerned, indicates that the Permian Seas of this particular-un.
[
the Pennsylvanian Seas--of this particular time was relatively
shallow, and that the shorcline was oscillating back and forth acl
ross the arca of deposition, This such type of oscillating sea is

inducing to the buildup of off-shore bars--beach bars--backed up
by lagoon, and tidal flats and swamps and that sort of thing, And
it brings about a very rapid change in lithology. The onc thing

about this type of deposition is that many of the off-shore bars

and beach bars have a tendency to follow the configuration of the

basin, and the configuration of the basin, as we interpret it then

is much the same as we interpret it now, We do not see a great

q{ﬁ%l—mraa
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deal of change except for isolated incidents and salt flats and !

something ol that nature. To put this idea on paper, I have pre<

P
{
H
|

parcd Exhibit 18, Exhibit #18, which illustrates the continuity

of what is in my opinion, is off-shore bar type deposition in the

B Sands of the Heath Rcservoir in the West-Dickinson, DiCkiI’lS()i’l
Field, This cross-section runs from the extreme Southwest en(ﬁ[
!
of the West-Dickinson, Field, approximately through the middle |
of the field, and goes through the Shank well, which is #12 on thd
exhibit, and ends up at a dry hole, which is #13. Now you can
see that on the exhibit, I have colored yellow the stratigraphic
unit ' that has been referrcd to as the B sand which we are Cons-
cerned with, and this gcneral concept I'm sure is very similar
to the one Mr., Zajic has mapped an isépa.ch on his cxhibits,
This does illustrate the continuity of this particular bar deposit
coming across through wells {1, 2, 3,4, 5,6,7, and 8 and that timk
there was some slight readjus.tment in basic configuration to
where the bar kept building up in the scction, and continuing to
the Northcast in a rather continuous method of deposition, Off
to the West, at the time it was building up to the East, the lagood
situation took place and you have the lagoonal black shales over-
lying the B sands in that particular part of the reservoir, The
orange, as indicated on here, is the A Sand with which we are
not particularly concerned at the moment, because it does not ex~

ist-~at Icast at this point-~in the area around Section 15, The
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enlargement ol the nine-scction area, which you see here on this!"
E

exhibit, is mercly this area is,., outlined in black and it centers|
around the arca of which we arc concerned, This has been put
on here to illustrate the continuity of the B intcrval--now this is.
not all the time sand, please understand that it, .. virtually every
instance within the field there is a certain amount of limestone

associated with the B sand scction, but this merely indicates thaf

our tendency for the bar continuation's extending from the South-

In order to define then the reservoir, there are two things that
you must take into consideration; the first of all is the extent of
the effective porosity within the base sand of the pay scction of
the reservoir and the second thing is the structural attitude of
that particular pay horizon, Particularily in the case where the
reservoir is not completely full of oil and there seems to be a lit

tle water--or some water associated with it and its down dip leg,

L1

I have prepared a series of maps which you will see; the first on
of which is a structural map that is drawn on the top of what I'm
referring to in this hearing as the Heath limestone, Now this is
essentially the same volume that Mr, Zajic used in preparing h.i4
structural map, The.. the isopach map that you will see, is an
isopach of the cffective porosity within the intcrval, And then you
will sec a structure map that was drawn on the top of the B Sand

perosity, Now, the similarity of this map to the exhibit of Mr,

wesl end of the field up intc the Shank well, distance of 6 or 7 miles,

%I-I!T!z
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Zajic's is quite pronounced, it is just the one hig difference~-thd

major difference involves the area in Section 15, You will note

!
in my cross~examination of Mr, Zajic, I pointed out the start ofg
a structural nose in Section 26, which he indicates on his map; |
this is in association in continuation of the relatively minor an‘ci»ji

clinal flectures that both of us have mapped to the Southwest, f

right through here, and here, and here, and here. I have contin-

ued this structural nose up to the Northwest and thrc.mgh Section
15. 1Ithink it’s a very, very valid interprctation because it's
just simply a continuation of what you can see here, and you def-
initely havc the start of it right down in the producing well sec-
tion and there is no reason in my mind to cut it off and not con~
tinue it on up to the Northwest, By so doing, of coursc, you
place the sediments in Scction 15 in a higher structural position
than you do on Mr. Zajic's map, and that is the way that I helievl
itis, That we have a very pronounccd low coming down on the
South side of the Freed well, in the SW SE of Section 16, and tha
low continues down from the SW SE-wSW NW-wof Section 27, whi
well is actually four feet lower than a regionally down dip well in
the SW NW of Scction 28, Because of this, we can assurmc that
there is a low through this area, and logically this high that is

indicated up dip will continue un through the Northwest, This

structure map is drawn on the top of what we refer to as the Heat

limestone, In determining the attitude of the basin, at this par-

o

e
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ticular area-~our nearest control point to the North--is just abm}{t

thrce miles due North of the Northeast corner of Township 140- a
i
96West, that is a well--a dry hole~~drilled by Miami and in tha.t!

particular well, the contourcd horizon here is very prominente-
no problem in calling it and it figures out to be a datum of --.‘5383.é
Now this would have to be drawn on 10-foot contours, Here is
my 5350 line, here is the 5400, 5380 is right here. You can see
that to make this eventually end up at the Miami well;, the basin
is turning; this is the Southeast corner of thc turn, and it heads
more to the North than to the East through this area, That is rela
atively what we feel it is trying to tell us that it's doing right herle.
And the rcason for this is bacause, in my opinion, the sand bars
are building up in relation to thc shore line, and that is the way
the shore linc is turning, and that is the way the sand is turning,
Continuing on with Exhibit 20, this is an isopéch of the net cffec-
tive B Sand porosity, whether it contains oil or water, it's a to-
tal package of the B Sand porosily in this area. Now my figures
for this-~for the thickness of this porosity-~in the 8/2 of Section$
19, 20, 21, and in Section 28 and on to the SW were taken from
data prepared by the Dickinson, West-Dickinson unit Engineering
Sub-Committce. At their carlier meetings, when there were a
good many companies that attended, I imagine 6 or 8 companies were
represented, and they arrived at these perimcters for determin-

ing the nct effective pay for the portion of the ficld that at any tinke

e T—1372m
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|
was developed. To the Northeast, in the arca other than what I

i
have previously described, Mr, Walker~~drilling geologist With.s

Cardinal~~has indicated to me what he believes to be the net efw:
fective porosity of the well and we sce that there are slight var-

;
]
IF
j
i
'
|

we have what Mr, Walker bcelieves that may bc net effective pay

!
in the Shank well, we have 9 feet of pay in the Continental Jilck

well in the SW NW of 23, I believe he showed 10, welve got 11 ir]
the Wolfe well, which he shows 82, in the Head Wock State in

which he shows the same and I believe that I cut the Freed well

down to 1 foot instead of 2 as shown on his map, The other diffdr-

ence from this and Mr. Zajic's map is the fact that has included
2 dry holes~~3 dry holes~-on the East sidc of the field with net
effective pay. Now, Mr. Walker does not believe that that pay
is effective or at least, he cannot find it in the section, because
the..the dry hole, which hc gave 2 feet of pay on the SW SE of
Section 22 was never actually tested-oit was plugged as a dry

hole. The well in the 8W SE of Section 23, in that particular in-

stance, they tcsted the lower sand-wthe C Sand~«got 3300 feet of
water and to my knowledge, there were no oil in the watcr and

the B Sand interval was tested in the same tests. The dry hole in

the SW NW of Section 25 recovercd only 180 fcet of 0il cut mud on

drill stem test of the B Zone. Now, you might ask why did wc

include the 2 wclls in Section. . « the 2 dry holes in Section 16 as

@%‘w [EPET
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having some effective pay. Actually, a small amount of free oil
was recovered in the well in the SW SE of 16--600 ccs of oil--in
the bottom hole samplc, so it does have some indication of oil in
the bore hole, The dry holc in the SW NW ol 16 recovered, as I
recall, recovered 90 feet of frecc oil, and 2 or 300 feet of oil cut
mud and oil cut water, So, there is some indication of pay in thdt

well, other than that, the intcrpretation of-~the basic isopach in{

1

terpretations~~are relatively the same, except for the little thick-

er section I have mapped in the well in the SW SE of 19, which

i

Mr. Zajic has changed and I understand the Iingineering Commit
tee at their last meeting, has changed some of these values, but
we have not had a chance to really review them, so I'm using ac
cepted values that were previously accepted, Now what does thid
show? This shows in red, the thickness of the nct effective POT
osity .of live feet around the edges of the sand bar. From 5 to 1(
feet of the ctfective porosity is shown in green; from 10 to 15 in

orange, and then the thickest well in the field has 19 feet to the

15 to 20 feet of thickness in yellow, You see what this is doing,

shows that the net effective porosity within the Heath B Sand stamfte

ing over here in Section 33 of 14097, is dealing on up, is follow}
ing generally the structural figuration as shown on our structure
and that's where thc basin bends, the sand is bending, the bar is
bending, and that there®s no reason to believe otherwise that this)

will not continue;, ah...,to follow this same trend of deposition,

Q@;ﬁ;‘; 1-13733
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I might point out here there's a big differencec in our interpreta-
tion of the amount of pay in Section 15, As you rccall, Mr, Zajic
cuts off the porosity just a little North of the center of Section
15, I see no reason whatsoever to terminate that porosity at thdt

point. Thcre are no wells up here for a distancc of 51 to 6 milds

to show us that that happens., Thereflore, the field continues fram

the 5W to the NW, it continues to develop, Welre sitting on a

400~barrcl a day well in the SW SE of 15, it docsn't seem logicall

that the field will end within a half mile of what it has gone throlygh

this distance. Now, you say ls...has ended at the South end--
over here. I'm not sure that it has ended therc exactly, but I,.
I would say that it is very closc to the end., We do not have all

the data on the Shell well in the SE NW of 32, bul it is my under

T

standing that that well has been abandoned in so far as being abl{
to produce any more, You have a dry hole with a. . one foot of
pay in it--it was not tested, actually, in the SE NW of Section 3,
it was abandoned as a dry hole., And here you have a well in thd
SE SE of Scction 33 that has produced I believe around 45, 000
barrels of oil in 293 months. Certainly nothing like we anticipate
from this end of the field, Now this may string along to the SW
a little bit, I don’ know about that, it's no great concern, itls

just that I did want to point out thatl the reason for terminating

here would be more logical than terminating at thc Northeast,

So we have, in my interpretation, the B Sand extending just as if

@% -19733
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has extended up to the Northeast, We have a structural config-
uration that whcn you map the structure of the B Sand porosity,
and I have a feeling that thesc things that I'm using, Mr, Zajic
used and they will be within 1 or 2 fect ['m sure, Now, this is
& structure map that is drawn on top of the B Sand porosity, and
I believe that the oil-water contact in this field is pretty reliably
established and somewhere around ~-5400, I believe that the End
gineering Sub- Comnw.i.ttee. «a 5404, but I have just used a 5400 af
my oil-water contact, and I have placed the well in the SW Nw 01[

16 right at the oil-waler contact because it did make oil and it

did make some watcr, This then would be the oil-water contactd -

the 5400 contour line, which runs like so~~down through here,
and it is substantiated by production tests and by drill stem testsy
in this arca of the field, so it seems to be reliable figures, So
what docs this do then? We have a structurc starting down here
in here in Section 26 of 140-96, showing a tendency to parallel
the other structures that we, a+» Mr, Zajic and I both have. We

have a sand that shows every indication that continuing up along

here [ollowing the old shoreline and bending to the North and conp-

ing right through Section 15, S0, actually, to determinc the pert
imity--perimeters of this fieldm-you overlay your sand isopach
upon the structure map of the B Sand porosity and you come up
with my interpretation of the definition of the Dickinson, West-

Dickinson Field area, And that is my interpretation, the geolog.

q@n 1=13733
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'lical portrayal of the rescrvoir, and you will note that it is open-
ended to the North, becausc I can (ind no particular reason to
shut it off, I do not believe that this sand bar that has continued
for as long a.s it has, is going to terminate just beyond the well
that's capable of making 400 barrecls a day, 8o this gentlemen,
then, represcnts my interpretation of the West-Dickinson, Dickd
8 |inson arca. The following exhibit, #23 is a well data map on

*| which we show the date the well. WaSI completed, the interval

14

cored-«~if it was coredw~the drill stem test taken, the recovery,

the pressures, perforated interval, accumulative production to
1

)

the end of June of 1970, the June rate of production, and the cur
13

“ rent rate, The..the location that we have in the SW NW of Secw

15 | tion 15 and also in the SW NW of Section 14, I recommend to My

16 | Palmer that we drill because I belicve that that both of those 1o-

" | cations will be productive., Now, I'd say at this time that both

18
these maps that you have secen on the exhibit board were Prepardd

as exhibits from existing work maps that we keep up in our offic

b

20

and this has been our interpretation of this area for somec time,
21

that it was not going to stop, that it was going to continuc. To
]

illustrate the relative precedent about this exhibit, Exhibit #24

28

21 | 18 & map that was prepared by the Dickinson, West-Dickinson
% | Engineering Sub-Committee in January of 1968, You will see hdw
2R

..... they have drawn the isopach of the B Sand unit at that time. And

even heforc they got the map printed, there was a wcll comple-

a@pl—:nss
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tion in the SE SE of Section 33, And at the time, there was a lod
cation in the SW NW--the SW SE of Section 21, To illustrate
what has happened, they put out another map in May of 1968--an
isopach of the B Sand, and they had naturally, to include the new
wells, . wells which were on both cnds of the trend, That has bee
continually happening since May of 1968 and it’s my firm convics
tion that it will continue to happen in the future in the NE of Secw
tion 15,

MR, DAVIDSON: We will then offer into evidonce Fxhibits 17,

18...excuse me, 18 through 25.

DR, NOBLE: Are there objections to Exhibits 18 through 257

MR. THAMES: No objections,

DR, NOBLL: The hearing then, will receive them,

MR, VANDEWALLE: Mr. Davidson, is therc an Exhibit 26 then|

or do we, .. did you mark onec of the exhibits 257

MR, DAVIDSON: I'm sorry..I didn’t,, .

MR. VANDEWALLE: OQh, there is.. okay, just so we know. ., .

therets no Ixhibit 26,

MR, DAVIDSON: You may cross-examine,

MR. THAMES: Mr. Harrison, on your Exhibit 18 in the cnlarge

area on the right hand side of that cxhibit, as you show the arca
that we are in question about today, you have used a,. represcnta
tion~~that is the gross B interval.

MR. HARRISON: Yes, thatfs right.

n

jon
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MR. THAMES: And have you shown an...a representation of

the net sand interval on any of your exhibits?

MR. HARRISON: Just on the isopach,

MR. THAMES: Do you recall the cross-sections that were pre-

sented--~preparcd--by Mr. Zajic, and in recalling your knowledge

of this area of the field, do you note that the sand appears to
shale out both to the NW and to the SE, on thc basis of the con-
trol that we have now?

MR, HARRISON: To the NW,

MR. THAMES: Yes, crossing this linear trend,

MR, HARRISON: The sand gets fairly tight in thesc wells down

in here, In fact, it's so tight, that if!s incapable of, in my opin{
ion, being a reservoir rock,

MR. THAMES: And what does it do to the NW of the trend that

you have drawn?

MR, HARRISON: Up here?

MR, THAMES: Yes.

MR . HARRISON: In these two wells?

MR, THAMES: Yes.

MR, HARRISON: In the Freed well, in the SW SE of Section 16,

the sand is~~a developed sand-~it lacks permeability, I don't rd-
call right offhand whether it's a, . a,, siliceous sand or a shaley
influence it was. It was a relatively tight well, in the sand sec-

tion.

u@n 1-13733
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MR, FHAMES: So then, the sand has a tightness on both sides

of this trend, is that correct? Is that what you said?

MR. HARRISON: Yes,

MR, THAMES: The eflective reservoir characteristics disappegr

both to the NW side of the trend and the SE side of the trend?

MR, HARRISON: Yes, there is,,there is some tight prescnt in

thc SW NW of Section 16, but it is,. my intcrpretation is that it
will disappear.

MR, THAMES: Now, on your Exhibit 19, you have drawn a larg

Ly

nose which. .. the axis of which passes through Section 15 and up
through Scction 9. What control do you have for that nose in the
Section 9 area and the Section 8 area? Do you have seismic in-
formation or something besides just 511b~511rface wells that we
all have?

MR. HARRISON: No sir, I'm just basing it on the. . another leg

following the anticlinal Mecture that is to the South,

MR, THAMES: Wecll, you show this as a very regular type of sym-

metrical type of leg to these structures and it seems o be consid-

erably diffcrent in configuration from the other parts of the field]

Is there some reason why this should at this point, be symmetrid

cal, where the rest of the ficld doesn’t show this symmectry in the

poles?

MR, HARRISON: It's symmetrical for the reason that I have no

rcason to make it unsymmetrical,

@ 113722
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MR. THAMES: Except the configuration in other areas in the

fi eldn

MR. HARRISON: Well, this ah,.as you continue, this nose out

it's even fairly symmetrical with your sub-surface control, the
one to the South of it, Now, this is our two points, that virtually
as symmetrical as you can get it, right there.

MR. THAMES: Including the one that you drew parallel to that, |

to the NW?

MR, HARRISON: It's very similar,

MR. THAMES: DBut, to the SW of thesc two symmetrical folds,

the folding is not symmetrical, is it?

MR, HARRISON: No, it.,it's fairly symmetrical where it beginp

here and here, and then of course, in here, it loses its symmets Ve

MR, THAMES: Things change. On your cxhibite-

MR. HARRISON: Before we get off to that, I want to mention on

113

thing here, .if I may. Now, you're asking me about this nose thalt
I have here and another reason why it's there, which Ifve failed
to point out and 1 would like you to note this particular low hole
down here in Sec;tion 31 of 140-95, that is an extremely low hole,
and I think the main problem is the low trend is on the North sid«L
of tﬁe anticlinal featurcs that we're talking about,

MR. THAMES: The way youlve contoured,

MR, HARRISON: The way I'vc contoured.

MR, THAMES: Now, as to Exhibit 20, you have shown and ex-

@ 1-13733
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plained thc vpen-end characteristic, to the Northeast, which is
the basis of your interpretation of the ficld, and all through the
remainder of the field, that you show the thickness axis of this
sand isopach of its effective thickness.~is most erratic, as I
read this presentation, The thickness axis changes orientation
radically, varies considcrable from place to placc, it curves,
not at all in relationship to the--and yet, at this point of no cona
trol, it suddenly is depicted as a smooth curve showing no vari=
ations of any kind, Is this presentation consistent with the in-
formation which you have shown on the remainder of the [ield?

MR, HARRISON: Well, I think that any..any contourcd map thaf

is drawn where you have-~where you actually run out of well corf-

trolled, you follow the trend. You could wiggle these things if
you wanted to, but it would serve no particular purpose,

MR, THAMES: It doesn't mean anything, does it?

MR. HARRISON: Whal welre trying to do is just ecstablish this

trend, and you say that it takes irregularities, but the overall
trend of this thing, it comes through here, and then of course it

forms a split, comes back together, and my opinion continues,

And the fact that it does narrow up and then blossom out is exacth

ly the reason why you're liable to have some oil up here in the
NE/4 of Section 16. It can do up here just exactly what it did

down here,

MR.. THAMES: But you don't show it doing that,

@ t=13T723%
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MR, HARRISON: Oh yes, I1do. Iblossom out, I blossom it ouf

to take care of the 0il that was recovered in the SW NW of Sectidn

16,

MR, THAMES: In your delincation of the oil area, Exhibit 22,

is there any reason in the well control which exists to show that

Ty

Section 11, as you depicted, would be both within the trend of the
sand and above the water table?

MR, HARRISON: Yes, Ibelieve that it would be above the watex

table because this is my water table line, And following the trchd

that has been established up through therc, I don™ know where
it quits. I would say..,I mean, like I'vc said before, after going
this far, why should it quit?

MR, THAMES: No further questions.

A

DR, NOBLE: Docs anyone else have questions of Mr, Harrison

MR, VANDEWALLE: Mr, Harrison, thercls obviously been

somce move toward unitization in this area, since youfve men-
tioned the unit committec work, is that right?

MR, HARRISON: Ah..yves, I would-~I have not been a member

of that committee, and if you have questions concerning that, T
would prefer that you ask either Mr. Voorhees or Mr., Walker,

MR, VANDEWALLE: I'm just curious as to whether or not the

proposed development that you say is possible in the NE would
delay unitization until such time as that area igww-

MR. HARRISON: I wouldn't be a bit surprised but what it would

@ 1-13733
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You have to define the field before you can put it into unitization,

This ficld is not defined, in my estimation,

DR,

130

're excuscd. Do you have other witnesses?

MR,

NOBLE: Are there further questions of Mr, Harrison? Ydu-

DAVIDSON: Cardinal Petroleum rests,

DR.

NOBLI: Does anyoune else wish to be heard on this case?

Mr,

you are about to give, do you promisec to tell the truth, the whole

truth, and nothing but the truth?

MR.g

Thames, you wished to make a statement, In thc testimony

RUMMEIL: I do.

MR,

KELLOGG: What is your name?

MR,

RUMMETL: My name is Mike Rummel,

MR.

KELLOGG: Where do you live?

MR,

RUMMEL: Richardton, North Dakota.

MR,

KELLOGG: Do you have some minerals under the E/2 of

Section 14 involved in this hearing--15 rather?

MR,

RUMMEL: Yes,

MR,

KELLOGG: Abont how many acres do vyou have?

MR,

RUMMEL: Included together, I have 10 acres.

MR,

KELLOGG: Part of it's under part of 14 also?

MR.

BRUMMEL: Yes,

MR,

KELLOGG: But a little more than halfl is under 152

MR,

RUMMEL: Correct,

MR.

KELLOGG: All right, and have you lcased your mincrals tg

@]} [=t3733
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North Amecrican Royalties?

MR. RUMMEL: Actually they're leased to Ray Moore, but he

said he'd represent North American Rovalties.

MR, KELLOGG: Yes, and that was about a ycar or two ago?

MR, RUMMEL: No, about a year,

MR, KELL.OGG: Yes, at that time, were you informed by a per

son who took the lcase that an application would be made to spac
this so that you would receive less than an eighth of the oil pro-
duced on your land?

MR, RUMMEL: I don't know that for sure,

MR. KELLOGG: Well, what was the royalty that you were to rc

celve under your lease? What portion?

MR, RUMMETL: It's,.it's actually I have a 3/16,

MR, KELLOGG: You have a 3/16 leasc?

MR, RUMMEL: Yes,

MR, KELLOGG: Is that right?

MR, RUMMEIL: Yes.

MR, KELTLOGG: And ah..were you told at the time that North

American would makc a request for spacing that would cut your
production in two?

MR, RUMMEL: No, they did not.

MR, KELLOGG: Do you understand that if their application is

granted, it would cut your production in two on your acreagce?

MR, RUMMEL: Yes, I understand that,

T

T
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MR. KELLOGG: And were yvou told that when the lease was take

MR. RUMMEIL: No,

MR. KELLOGG: And when was that lease taken?

MR. RUMMEL: I would say a little better than a year ago, I gud

MR, KELLOGG: Had you known that such an application would

hc made, would you have signed the lcasc?

MR. RUMMEIL: No, I would not have.

MR. KELI.OGG: Thank you.

DR, NOBLE: Are there any questions of the witness?

MR, THAMES: No questions,

DR, NOBLE: You may he excused Mr, Rummel,

MR, VANDEWALLE: I have a question I'd likc to ask Mr. Bauef

MR, THAMES: I'd like to put him back on the stand Lo answer

several issues which have been raised. If this is the proper timFu

MR, VANDEWALLE: Wecll, may I go ahead and just ask this ond

question. Ah,.on the well in the NW/4 of Section 10, ah.,in ah,
what is it-~22, I guess-~which way does the spacing unit run, be
CAaUuse, s«

MR, BAUER: It runs Fast and West,

MR, VANDEWALLE: It runs East and West,

MR, BAUER: Most of the units up there do, Gerry, they'rc outd

lined on Exhibit & and 7.

MR, VANDEWATLLE: Was that done by voluntary poecling?

MR, BAUER: Yes,

58

i
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MR, VANDEWALLE: It was.

MR, BAUER: One land owner,

MR, VANDEWALLE: Thank you, that's all I wanted to ask,

MR, THAMES: Mr. Bauer, the Covernor questioned about the

situation of joinder or non-joinder, depending on spacing which

transpires back in the 17th of March of this year, would you claf-

ify this by---so this can be straightened out?

MR, BAUER: I'm sorry, but I cananot hear you.

MR, THAMIES: Mr. Bauer, would you clarily the negotiations

in enswer to the Governor's request which took place on or arouhd

March of this year, concerning the drilling and the orientation
of the spacing unit?

MR. BAUER: Well, I think it starts--it goes back to the conver

T

sation that Hugh and I had, and this was on March the 6th, accor-

ding to Hugh. And I think welve,. generally, therels no--therels
no question that we disagreed on which way the well should be
spaced, WNow there's the question as to whether North American
is willing to join in drilling the well should it be spaced in the
5/2, That's,.seems to be the question, and it doesntt seem thaf

anyone from Cardinal right now Mr, Robkerts;, or Mr. Falmer,

can recall any conversation about such things, and in looking ovér

my file and trying desperately some affirmative written state-
ment, thc only thing I can find are the two letters that I wrote to

Donald Roherts, stating that we were~-and they have been introd

a@ I-137a3
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duced as evidence-~that we werc agreeable to a joinder, That's
my interpretation of these letters, providing the spacing would
be the S/2 of Section 15, which is what we said before the well,
or during the well, and is what we say right now--welll pay our
money. Now, I have, and it can be introduced as evidence, it
can be taken for what it's worth, my 1971 Fiscal Year Budget
Iile and my Dickinson Development well files for the rest of the

year, 1970, In,,:on March the 10th, 197 0, we bad an cxploratioj

=

mecting in Chatanooga, Tennessee, which is our home office,

and [--as the Manager of the Rocky Mountains~-wenti to this medt-

ing and it was my job to present the financial figures on the cond

templated wells that we were going to join in in the. .., our year

ends May the Ist, 1971--our fiscal year--for that fiscal year this

March the 10th, approximately four days after Hugh talked to md.

I have my notes that I used at the time [ delivered the figures to

the exploration meeting and those notes, if anybody wants to loo}t

[

at them, set forth the Dickinson Field Devclopment Plan, the S/

of 15, 5/2 of 14, the §/2 of 22, and the N/2 of 14-.it gocs on ine

to many figures. I set forth to upper management of our company

exactly what of the forecast cost would plan to be in Dickinson
Development, On March the 20th, this is what I have in writing,
under our company policy we must scnd in an international ayth-
orization for expenditures. I have here, typed, a copy of ocur

authorization for expenditures covering the drilling of a well in

@ 1-1372n
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the S/2 of Scction 15, which set forth, my recommendation whicl
I talked about orally at the exploration mceting some 10 days bed
fore, but this is the wrilten confirmation sctting forth the econ~

omics and so forth of our joinder in a well in the §/2 of 15, Now
why would I be doing all of this if T hadn't talked it over with Cazr
inal? I*d like to know that.

MR. THAMES: Mr. Bauer, in connection with the testimony of

Mr. Rummel, under the cxamination of Mr. Kellogg, would you
clarify the situation as to representations made or not madc oy
North American Royaltics to Mr., Rummel?

MR, BAUER: Mr. Ray Moore, in no way reprecsented North Am)

erican Rovalties, Inc, as a broker, as an employees he has no
contact with him in regard to buying Mr. Rummel's lease, Wha
ever he said to Mr, Rummel was his own busincss, I negotiated

a purchasc of the lease from Mr. Moore, and paid him a handsoy

prolit on leasc. I bought it from him in his own lease, in thc red

cord, in his name and we in no way had any conncciion with him,
We made no statements and whatever Mr. Moore made, thcy wed
his own statements.

MR, THAMES: Any other questions of Mr. Bauer?

MR. KELLOGG: Well, not quite, did you solicit some leases

yourself? That is, your own company on the E/2; except what

Mr, Moore took?

MR. BAUER: We had..I had,. right after the Head-Wock State

T

e
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well was drilled in June of approximatcly 1969, and it reaffirmecH

our position up there, we went out to secure new leases and rendéw

the leascs on all the acreage that we could in Section 15 and part
of 14, I hired-~the one person I hired at that time was Chuck
Skjod,

MR, KELLOGG: He was your employee?

MR, BAUER: Yes, and I call-w

MR, KELLOGG: And did you dircct Mr, Skjod or any other em-

ployee to tell these prospective lessors that you would make an

T

application to space this field in such a matter that they'd get on
ly 1/167

MR. BAUER: No, they~-

MR. KELLOGG: You never told them that, did you?

MR, BAUER: No, at that time, the well wélire talking aboul wag

in the SW NW of Section 21, which was almost two miles away,

MR. KELLOGG: Well,, what I'm talking about~-

MR, BAUER: We weren't talking about a well over there at that

time.

MR, KELLOGG: Yes, but I understand that you took leases on
the E/2 of 15,

MR, BAUER: Right,

MR. KELLOGG: And you didn't direct your employecs in taking

those leases to inform the lcssors that you would ask for spacing

that would cut their 1/8 to 1/16, did you?

@ =152T33
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MR. BAUER: Couldn’t, it was a ycar ahead of the facts, Therg

was no way that I could,

MR, PALMER: Excuse me, could T ask Mr, Bauer something ?
Mr, Baucr, when did you ah. . you made your recommendation to

your principals to drill the S§/2 of Section 157

MR, BAUER: I said, at our exploration meeting in Chatanooga,
on March the 10th-~Dick Zajic was there, ..

MR. PALMER: Did you,..did you make a..,did you come back

then and subsequently make a rccommendation to them te do thede
things ?

MR, BAUER: No, I told them at that time, that we were going to

drillea.

MR. PALMER: Did you make a written recommendation to drill

this well ?

MR. BAUFR: To you?

MR, PALMER: To them.

MR. BAUER: Yes, I have it here, I'm talking about--this was

done internally within our company, IHugh, This was our budget
meeting, March the 10th,

MR, PATMER: Youlve got penciled notes of 'em,

IMR. BAUER: I've got it typed out, written copies of letters and

so forth, which I haven't had time to do in the last 10 minutes,

MR. PATMER: What was in the budget?

MR. BAUER: They authorized my budgct,

@ 1—13733
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MR. PAIMER: When?

MR. BAUER: In ah,.that would have been at the time, actually-1

they authorized the budget orally on the 11th of March,

MR, PALMER: Why didn’t you notify us, so you could put your

money up?

MR. BAUFER: FHugh, wc talked to you all during that time. I

stopped in Billings twicc and talked to Don Roberts, Ray Harrisg

MR, PALMER: The only conversation that you ever had with msé

was when you talked with me on the telephone.

MR, BAUER: I talked to your other men---

MR. PALMER: The only conversation you made with me was on

the phone,

MR. BAUER: Right, Il agree with you on that.

MR, PATMER: We ask you to join us on the well and you never

came back--you never said anything-wyou let us drill the well,

MR, BAUER: That's what you savy,

MR, PALMER: Well, isn®t that right? Isn't that corrcct?

MR, BAUER: No, no,

MR, PATMER: What is correct?

MR, BAUER: Can I .ah,,put Dick Zajic on the stand and ask

him if you want to verify it?

MR, PALMER: Who did Dick talk to?

MR, BAUER: He talked to me, he was in on all the conversatiorl:s

MR, PALMER: No. No, Who did he- talk with at Cardinal that

o

@. 1-13733



14

11

12

18

4

15

16

18

19

20

21

22

23

24

25

a6

27

139

had any authority to join you in drilling that well~~you know whols
got the authority in Cardinal? The members of the company.,
We'tve got 2 hundred and some thousand dollars invested and I
know that you testificd that you asked Rock Island to tic up the
royalties runs, But that wasn't what vou asked him, You said
all runs.

MR. BAUER: All runs,

MR, PALMER: Then why do you keep testifying royalty runs.

There's a difference between royalty runs and all the runs, All
the runs means 120 some thousand bucks,

MR. BAUER: That's right,

MR, DAVIDSON: Mr, Bauer, you testified that regardless of

whether the unit ran Fast and West or North and South, the inter

I

ests of,,.the diffcrence of intercsts of North American would be
minimal,

MR. BAUER: Approximately 1% on the revcnue interest,

MR, DAVIDSON: But isn't it a fact, Mr, Bauer, that if your ap-

plication is grantcd and the S/2 is designated as the spacing unit,

you will hold lcases-r»North American will hold leascsawin the SW

quarter by reason of the production,

MR, BAUER: Yes,.

MR, DAVIDSON: And that is a tremendous benefit to North Amefen

ican,

MR., BAUER: But it should be, because that is where the reservies

@l-nna
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are, sir,

MR, DAVIDSON: I'm merely asking you if it is a bencfit to Norih

American?

MR, BAUER: Yes, exactly.

MR, KELLOGG: On that same point, you have just testified thaf

there would be lcss than 1% difference whether the spacing would
be to the West or North or South,

MR, BAUER: As far as North Ametican is concerned,

MR, KELLOGG: Yes, and ah..so you didn't make this applica~

tion with any idea of particular profit to yourself?

MR, BAUER: That's right,

MR. KELLOGG: But, out of concern for your other lessors?

MR. BAUER: Lessors and other equitable owncrs in the area.

MR, KELLOGG: All right, who initiated these proceedings .-

did these othcr lessors for whom you are concerncd, lnitiate thegc

proceedings?

MR. BAUER: North American Royalties,

MR, KELLOGG: It was your idea.

MR, BAUER: After consultation, after discussion on the phone,

after letters and rmich. ..

MR. KEL.L.OGG: But, none of thesc lessors ever came to yvou.

to have you initiate these proceedings?

MR. BAUER: No, it's my responsibility under an oil and gas

@ 1-13733
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MR. DAVIDSON: Cardinal has the same responsibility under

their oil and gas leasces to protect their lessors,

MR. BAUER: Iagree.

MR. DAVIDSON: And if the E/2 is grantcde-~the spacing unit--

Cardinal would be giving good support to their lessors,

MR. BAUER: Cardinal is doing the best Job that they can, and

North American is and we'lre leaving it to the fair decision of
somebody else,

MR. DAVIDSON: I have no more guestions,

DR, NOBLE: Does anyone else wish to question the witness?

You may be excused, Mr, Bauer, unlcss you have scmething
further, Mr, Thames?

MR, THAMES: No,

DR. NCBLE: Aretherc other withesses that wish to be heard in

either of these cases 1004 and 1005%

BALCH: My name is Durvand Ralch, and I live in Minnesota ang
I'm a former resident of Dickinson. I grew up in Dickinson, at-
tended trade school high school, State Teachers College, went to

the University from Dickinson, and went back and practiced law

in Dickinson. I say this so that you'll know that I'm not a Minneaf--

otan who's come in speculating in oil in North Dakota, And the
minerals that I hold in the E/2 of Section 15, I've held for 19 yea
During the last scveral years, I have a lcasewwthey were under

lease to North American Royaltics. The reason that the lease

rs.
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was changed to Cardinal was because we wanted as much assur-

ance as we could that oil would bew~that there would be a well

put down on our property, I'd like to say that I have no mineralq

at all in the W/2 of Section 15, Consequently, ocur royalties W()llﬂd

be cut in half if the spacing were changed to the 8/2 of the Scctio
and I would object strenuously if this were done. I would like to
say also that the mincrals that I hold at this point are all the mir
erals that I hold anywherec ah, .in North Dakota or in the World,
And I'd like to conclude my remarks by saying that thercts one
thing that is perplexing to me as I listen to the testimony here,

I wrote down, as the Petrolcum (Geologist for North American
évaluated the reserves under the various quarters in Section 15,
and as I wrote them down, if I am correct, he said thereTs about
2, 000 in the NW, about 10, 000 in the NE, about 65, 000 in the SW
and about 100, 000 in the SE. Now, if this is correct, then in thg

quarter section immediately helow the SW about 100, 000 barrels

has already been taken out in the last 6 months., Bul in the quaryt

ter section just immediately to the North, hc put the total resery
of 65, 000 on it, In the SE/4, where there is a well producing at
the rate of 400 barrels a day at the present time, he put the re~
serve of 100, 000 barrecls, which would mean that the well would
be exhausted within less than a year. I'm not a geologist, but m
mathematics won't add this up.

DR, NOBLE: Thank you, Mr, Balch. Does anyone cise wish to

i1

es
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make a statement?
MR, TARR: I'd like to make a statement,,,is it time to make a
statement before the close of the hearing?

DR, NOBLE: Ah,.did you, ..

MR, TARR: I don™ want to be a sworn witncss.

DR, NOBLE: All right.,this last man madec a statement, you

may make yours,

MR. TARR: Okay, I'm Charles Tarr, and I represent Continen=~

in the SW/4 of Section 15, Township 140 North, Range 96 West,

Stark County, North Dakota., We support the application of Nort}

itized tract. Continental OQil Company strongly recommends the
Commission approve the North American Royalties® application
in Casc 1005, bascd upon the engineering and geologic evidence
presented by the applicant of which te me, the most convincing

is the isopach map of the Heath B Sand presented by Mr, Zajic.
1f the Commission approves the North American Royalties! applit
cation, Continental Qil Company will of course, pay its share of
the drilling, completing, equipping, and producing costs of the

well now located in the SW/4 of the SE/4 of Section 15, when we

reccive proper invoices from whomever is to be the operator,

tal Oil Company at this hearing, Continental Qil Company is bhoth

a working intercst owner and a royalty owncer for mineral interedts

American Royalties, Inc. to pool all interests in the 5/2 of Sectipn

15, Township 140 North, Range 96 West, into a 320-acre commuhe

.@ 113733
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Thank you,

DR, NOBLE: Mr, Tarr...

MR, PALMER: Just a moment, Mr. Tarr. What is the Contind

ental OQil Company®s interest in the SW/49
MR, TARR: 320/8tihs,

MR, PALMER: In the SW/4 of, ..

MR, TARR: The SW/4 of Section 15,

MR, PALMER: You own 320 acres?

MR, TARR: 320/8ths.

MR, PATLMER: Oh, you own two interests. .. 3/8ths.

MR, TARR: Something of that order, ves, We own the mineral

in lee, they arc noi leased to anybody so therefore, we..if we
join in an opcrating agreement., .. if we Join in as working interes
owner, we would also be a mineral royalty owner. ..

DR, NOBLE: Are there other statements ? Mr, Thames, would

you like, ., would you like to make your conclusion?

MR, THAMES: If it please the Commission, the hour is late,

the question is a simple one. As far as the geologic and tech-
nical evidence, presented by Mr., Zajic, based upon all the
available well control that it concerns, the N/2 of Section 15
will not be commercially productive of oil, It has thus been the
contention that in order to protect correlative rights, the
spacing unit should overlie that productive portion of the

sectionw~-namely, the S/2, Cardinal as shown here on their

t
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maps, considers the NE/2 of this section to be in the fairway,
to be productive, Cardinal owns leaseholds in the NW of 15,
the NE of 15, which if this wcre spaced S/2, N/2, they would
own a signilicant--a majority interest-~in the production to be
attributed to a spacing unit covering the N/2 of Section 15, The
royalty owners under the E/2, the complaintants, who say their
production will be cut in hall will not face any such incquitable
situation, because they will share in half of the production from
the well contributed to the N/2 of 15, just as they share in the
S/2 if spacing is set on that premise, They all say their interes
will be cut in half; they obviously do not believe Gardinalls
geology, because their intercst will come as a result of their
participation in the other spacing unit, if that is productive,
North American Royalties does not fecl that this N/2will be
productive~~this is the premise~~this is the whole argument,
Cardinal thinks it will. It can be no disadvantage to Cardinal--
it can be no disadvantage to the royalty owners who own in the
E/2 in any way to space §/2, N/2, because they will participate
in not just one well, but in two, In their ratable, proportionatc
share as their interest bearing too. The cost will be paid in the
same ratable, proportionate sharc as working intercst by a
contract, bears to the whole of the cost, drilling, completion,
operating. FEvery participant who has appeared today has ex-

pressed a willingness to pay their fair share of the cost of

@ t=tstss
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drilling. North American Royalties does not own an interest
in the NW/4. We did own an interest but that lease expired. It
was not rencwed. Our maps tell us that we don't want to renew
it. Somebody elsc's maps say that!'s a valuable lease. Well,
this is the conflict of experts, but no one's rights are being in-
fringed upon by S/2 N/2 spacing as Cardinal proposes, if yon
bclieve and if they believe the exhibits that they present, If
they belicve their geology, they're in a hetter position and they
own a greater inferest in a N/2 spacing under the reservior as
they depicted, if it is spaced in that manner., Then, they will
have,no mater how it works out uuspa.ccd E/2 W/2, Thank you.

MR, DAVIDSON: Iagree with Mr. Thames with one point and

that is it sure did takc a long time to argue this case, I want
to compliment him on his presentation. But I want to point out
one erroneous thing and that is that his statcment that no one
has anything to gamble if we believe Cardinal's geology. Now,
I'm here representing an oil company, as an attorney, 1
rcalize that oil companies are gamblers. I happen to be a land
owncr and I think somcone should consider them., The land
owncrs in the E/2 of the section already have production;
they're entitled to a royalty payment--they're not--should not
be subjected to exploration which nowwe know is based upon
two conflicting geological theorics. A bird in the hand is alwayg

worth two in the bush as far as I'm concerned, and I submit

a@n 113732
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to the Commmission that the people that have that bird in the hand
should be able to rctain it without having part of it. . or half of it
taken away by reason of the [act that someone desires to hold so
leases in the SW/4 by production. I'm not going to belabor the
point of, . the legal points involved here. I think theytlrc all fair
ly represent tive now before the Commission. In my opinion--~
in my lcgal opinion, for whatever it is worthe.I think the positio
taken by Cardinal Petroleum Company as to these legal points
are very well taken and I agree wholcheartedly with Mr, Robertd
when he testifies that if North American's application is allowed
to stand, it's going to throw the entire exploration process into
complete chacs., Cardinal Petroleum Company has spent an ex~
cess of $170, 000 to drill an oil well, based upon their own geolw
08y, without the assistance of anyocne else, whether its the owne
ship of fee minerals or Continental or the mincrals owner by. .
or the~-excuse me~-the leases owned by North American, The
fact still remains that Gardinal was the one willing to go out and
find this oil-~willing to expend the money to expose their resour
es to this very great danger of hitting a dry holec. They were su
cessful, and any ruling contrary to the Cardinal application woul
be contrary to good, solid, fair play, I thank the Commis sion fg
their time and Cardinal rests,

DR, NOBLE: Does anyone else wish to be heard in Cage 1004 of

Case 10057 If not, the Commission will take it under advis emen

e

b -
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STATE OF NORTH DAKOTA )
: ) ss
COUNTY OF GRAND FQORKS )

I CERTIFY that the rccord of this hearing was made under
my direction, and has been continuously in my custody; that no
alterations or additions have been made to the record; and that
this transcript thereof is true and correct, to the best of my
knowlcdge and belief,

Donc at Grand Forks, North Dakota, this 18th day of Novemk
ber, 1970,

% é: //( /M/&%'\A\_

F, E. Wilborn
Assistant Pctroleum Engineer

STATE OF NORTH DAKOTA )
. : ) ss8
COUNTY OF GRAND FORKS )
I HEREBY CERTIFY that the foregoing is a true and correct
transcript of the original tape recording of said hearing, and a

full and complete statement of the testimony and other proceed-
ings which it purports to contain,

T

Done at Grand Forks, North Dakota, this 18th day of Novem:
ber, 1970, :

D) ST
Records Clerk <
Nerth Dakota Geological Survey
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