BEFORE THE INDUSTRIAL COMMISSION
OF THE STATE OF NORTH DAKOTA

CASENO. 16205
ORDER NO. 18471

IN THE MATTER OF A HEARING CALLED ON
A MOTION OF THE COMMISSION TO
CONSIDER THE IN THE MATTER OF THE
PETITION FOR A RISK PENALTY OF BAYTEX
ENERGY USA LTD. REQUESTING AN ORDER
AUTHORIZING THE RECOVERY OF A RISK
PENALTY FROM CERTAIN NON-
PARTICIPATING OWNERS, AS PROVIDED BY
NDCC § 38-08-08 IN THE DRILLING AND
COMPLETING OF THE COLBY 23-14-160-99H
#1PB WELL LOCATED IN A SPACING UNIT
DESCRIBED AS SECTIONS 14 AND 23, T.160N.,
R.99W., BURG-BAKKEN POOL, DIVIDE
COUNTY, ND, PURSUANT TO NDAC § 43-02-
03-88.1, AND SUCH OTHER RELIEF AS IS
APPROPRIATE.

ORDER OF THE COMMISSION
THE COMMISSION FINDS:
(1) This cause came on for hearing at 9:00 a.m. on the 17th day of November, 2011.

(2) Baytex Energy USA Ltd. (Baytex) has filed a petition for a risk penalty before the
North Dakota Industrial Commission (Commission) requesting an order authorizing the recovery
of a risk penalty from certain non-participating owners, as provided by NDCC § 38-08-08 in the
drilling and completing of the Colby 23-14-160-99H #1PB well located in a spacing unit
described as Sections 14 and 23, Township 160 North, Range 99 West (Sections 14 and 23),
Burg-Bakken Pool, Divide County, North Dakota, pursuant to North Dakota Administrative
Code (NDAC) § 43-02-03-88.1, and such other relief as is appropriate.

(3) Baytex is the owner of an interest in an oil and gas leasehold estate in a spacing unit
for the Burg-Bakken Pool described as Sections 14 and 23.

(4) The Commission makes no findings with regard to the specific acreage or percentage
attributed to separately owned tracts or interests.

(5) NDCC Section 38-08-08 provides that working interest owners in the spacing unit
shall pay their share of the reasonable actual cost of drilling and operating the well plus a
reasonable charge for supervision. In addition to such costs and charges, nonparticipating
lessees may be required to pay a risk penalty of 200 percent and unleased mineral interest owners
may be required to pay a risk penalty of 50 percent of their share of the reasonable actual cost of
drilling and completing the well.
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(6) Baytex requests an order of the Commission allowing the recovery of a risk penalty
from the The Dublin Company (Dublin) interest.

(7) Dublin, a leasehold interest owner within the spacing unit, did not appear in this matter
or object to the risk penalty being assessed against its leasehold interest.

(8) Pursuant to NDAC Section 43-02-03-16.3, Baytex sent an invitation to participate in
the drilling and completion of the Colby 23-14-160-99H #1PB well. Baytex provided evidence
that the invitation to participate was complete and properly served on Dublin.

(9) Pursuant to NDAC Section 43-02-03-16.3, Dublin had 30 days from the date of

receiving the invitation to elect to participate in the Colby 23-14-160-99H #1PB well. Baytex
provided evidence that Dublin failed to respond to Bayex’s invitation within the 30-day deadline.

(10) The Commission concludes Baytex has complied with NDAC Section 43-02-03-16.3
and the risk penalty may be imposed against Dublin’s leasehold interest.

(11) This application should be granted in order to prevent waste and protect correlative
rights.

IT IS THEREFORE ORDERED:

(1) A risk penalty may be imposed on the The Dublin Company leasehold interest for the
drilling and completion of the Colby 23-14-160-99H #1PB well on a spacing unit described as
Sections 14 and 23, Township 160 North, Range 99 West, Burg-Bakken Pool, Divide County,
North Dakota, pursuant to NDCC Section 38-08-08 and NDAC Section 43-02-03-16.3.

(2) This order shall not determine or establish the specific acreage to be attributed to
separately owned tracts, or specific interests attributed to separately owned interests.

(3) This order shall be effective from the date of first operations, and shall remain in full
force and effect until further order of the Commission.

Dated this 9th day of October, 2012.

INDUSTRIAL COMMISSION
STATE OF NORTH DAKOTA

By the Director, on behalf of the Commission

/sl Lynn D. Helms, Director
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BEFORE THE INDUSTRIAL COMMISSION

OF THE STATE OF NORTH DAKOTA

CASE NO. \wz'o IZ

In the matter of the petition for a risk penalty of
Baytex Energy USA Ltd. requesting an order
authorizing the recovery of a risk penalty from
certain non-participating owners, as provided by
NDCC § 38 08 08 in the drilling and completing
of the Colby 23-14-160-99H 1PB well located in a
spacing unit described as Sections 14 and 23,
Township 160 North, Range 99 West, Burg-
Bakken Pool, Divide County, North Dakota,
pursuant to NDAC § 43-02-03-88.1, and such
other relief as is appropriate.

TITION OF B

Baytex Energy USA Ltd. (“Baytex™), respectfully shows the North Dakota Industrial
Commission (“Commission”™) as follows:
1.
That Baytex is an owner of an interest in the oil and gas leasehold estate in all of Sections
14 and 23, Township 160 North, Range 99 West, Divide County, North Dakota (“Sections 14
and 23”).
2.
That Baytex is the operator of the Colby 23-14-160-99H 1PB well, drilled in the
Southwest Quarter of the Southeast Quarter (SW/4SE/4) of Section 23.
3.
That Sections 14 and 23 constitute the spacing unit for the Colby 23-14-160-99H 1PB

well in the Burg-Bakken Pool.




4.

That an application has been filed and Order No. 17141 has been entered pooling all

interests in a spacing unit for the Burg-Bakken Pool and described as all of Sections 14 and 23.
5.

That Section 38-08-08(3) of the North Dakota Century Code provides that if an owner of
an interest in a spacing unit elects not to participate in the risk and cost of drilling a well, the
owner paying for the nonparticipating owner’s share of the drilling and operation of a well may
recover from the nonparticipating owner a risk penalty involved in drilling the well.

6.

That the following owner has elected not to participate in the drilling and completion
operations of the Colby 23-14-160-99H 1PB well:

(@ The Dublin Company

7.
That the interests of the foregoing mineral interest owner are leasehold interests.
8.
That a well proposal was forwarded to the foregoing leasehold owner and said owner
failed or refused to respond to the same, or elected not to participate.
9.
That the Colby 23-14-160-99H 1PB well was spud on April 8, 2011.
10.

That Baytex therefore requests that the Commission enter its order authorizing the

recovery of a risk penalty from certain non-participating owners, as provided by N.D.C.C. §

38-08-08 in the drilling and completing of the Colby 23-14-160-99H 1PB well located in a




38-08-08 in the drilling and completing of the Colby 23-14-160-99H 1PB well located in a

spacing unit described as Sections 14 and 23, Township 160 North, Range 99 West, Burg-
Bakken Pool, Divide County, North Dakota, pursuant to N.D.A.C. § 43-02-03-88.1 and such

other and further relief as is appropriate.

WHEREFORE, Baytex requests the following:

(a) That this matter be set for the regularly scheduled November 2011 heaﬁqgs of the
Commission;

(b) That pursuant to Section 43-02-03-88.2 of the North Dakota Administrative Code,
Baytex’s witnesses in this matter be allowed to participate by telephonic means; and

(c) That thereafter the Commission issue an order granting the relief requested and

such other and further relief as the Commission may deem appropriate.

DATED this 17™ day of October, 2011.

Attorneys for Applicant,

Baytex Energy USA Ltd.

200 North 3rd Street, Suite 150

Post Office Box 1855

Bismarck, North Dakota 58502-1855
701-221-4020




STATE OF NORTH DAKOTA )
) ss.
COUNTY OF BURLEIGH )
LAWRENCE BENDER, being first duly sworn on oath, deposes and says that he is the

attorney for the applicant named herein, that he has read the foregoing application, knows the

Subscribed and sworn to before me this 17" day of October, 2011,

NotaryLPublic

MELISSA P GIBSON
Notary Public

State of North Dakota
Commlssmn Expires July 4, 2017

5000575_1.DOC




BEFORE THE INDUSTRIAL COMMISSION

OF THE STATE OF NORTH DAKOTA
CASE NO.

In the matter of the petition for a risk penalty of
Baytex Energy USA Ltd. requesting an order
authorizing the recovery of a risk penalty from
certain non-participating owners, as provided by
NDCC § 38 08 08 in the drilling and completing
of the Colby 23-14-160-99H 1PB well located in a
spacing unit described as Sections 14 and 23,
Township 160 North, Range 99 West, Burg-
Bakken Pool, Divide County, North Dakota,
pursuant to NDAC § 43-02-03-88.1, and such
other relief as is appropriate.

NOTICE OF HEARING

PLEASE TAKE NOTICE that Baytex Energy USA Ltd. filed the above-referenced application
with the North Dakota Industrial Commission.

A hearing will be held at 9:00 a.m. on November 17, 2011 at the Department of Mineral
Resources Conference Room, Oil and Gas Division, 1016 East Calgary Avenue, Bismarck, North Dakota,
to consider the request of Baytex Energy USA Ltd.

As noted in the attached application, the applicant is requesting the authority to impose a risk
penalty against any nonparticipating owner electing not to participate in the drilling of the contemplated
well. Any nonparticipating owner may object to the risk penalty by responding in opposition to the
application. In the event a nonparticipating owner objects, the applicant reserves the right to request a
continuance to the next regularly scheduled hearing to alloy sufﬁc ;1t time to respond to the objection.

DATED this 17" day of October, 2011.

Attorneys forApplicant,

Baytex Energy USA Ltd.

200 North 3™ Street, Suite 150

Post Office Box 1855

Bismarck, North Dakota 58502-1855
701-221-4020 5000603_1.DOC




BEFORE THE INDUSTRIAL COMMISSION
OF THE STATE OF NORTH DAKOTA
CASE NO.

In the matter of the petition for a risk penalty of
Baytex Energy USA Ltd. requesting an order
authorizing the recovery of a risk penalty from
certain non-participating owners, as provided by
NDCC § 38 08 08 in the drilling and completing
of the Colby 23-14-160-99H 1PB well located in a
spacing unit described as Sections 14 and 23,
Township 160 North, Range 99 West, Burg-
Bakken Pool, Divide County, North Dakota,
pursuant to NDAC § 43-02-03-88.1, and such
other relief as is appropriate.

AFFIDAVIT OF KELLY COVINGTON
STATE OF COLORADO )
COUNTY OF DENVER 3 >
Kelly Covington, being first duly sworn, deposes and states as follows:
1.
That I am a Land Technician for Baytex Energy USA Ltd., 600 17" Street, Suite 1600 S.,
Denver, Colorado 80202, the applicant in the above-entitled matter.
2.
That in the course of my work as a Land Technician for Baytex Energy USA Ltd., I have
become familiar with the mineral ownership and leasehold ownership in and under all of
Sections 14 and 23, Township 160 North, Range 99 West, Divide County, North Dakota

(“Sections 14 and 23). I am also familiar with all the oil and gas operations which have been

conducted by Baytex Energy USA Ltd. on the above-described lands.




3.
That Baytex Energy USA Ltd. is an owner of an interest in the oil and gas leasehold
estate in Sections 14 and 23.
4.
That Sections 14 and 23 have been designated as the spacing unit for the Colby 23-14-
160-99H 1PB well in the Burg-Bakken Pool.

5.

That by Order No. 17141 entered in Case No. 14865, dated July 18, 2011, a spacing unit
for the Burg-Bakken Pool described as Sections 14 and 23, was granted.

6.

That the following owner has elected not to participate in the drilling and completion
operations of the Colby 23-14-160-99H 1PB:

(a) The Dublin Company

7.
That the interests of foregoing mineral interest owner are leasehold interests.
8.

That Baytex Energy USA Ltd. mailed a well proposal for the Colby 23-14-160-99H 1PB
well to The Dublin Company on April 15, 2011, via Certified Mail at P. O. Box 783, Williston,
ND 58802. That attached hereto as Exhibit A is a true and correct copy of the well proposal that
Baytex Energy USA Ltd. sent to The Dublin Company April 15, 2011.

9.
That The Dublin Company received the well proposal that Baytex Energy USA Ltd.

forwarded on April 15,2011. That attached hereto as Exhibit B is a true and correct copy of the

certified mail receipt proving The Dublin Company received and signed for the well proposal.

-2-




10.

That the well proposal stated that The Dublin Company had thirty (30) days from the
receipt of the well proposal to accept or reject the well proposal. See Exhibit A. The well
proposal provided that Baytex Energy USA Ltd. would be seeking recovery of a risk penalty
from all nonparticipating owners as provided by North Dakota law. See Exhibit A. The well
proposal further stated that any nonparticipating owner may object to the risk penalty by either
responding in opposition to the petition, or if no such petition has been filed, by filing a request
for hearing with the Commission. See Exhibit A.

11.
That The Dublin Company did not respond to the well proposal and therefore elected not to
participate. Accordingly, because The Dublin Company elected not to participate, Baytex
Energy USA Ltd. is seeking and is entitled to a risk penalty against the interests of The Dublin
Company.

12.

That the Colby 23-14-160-99H 1PB well was spud on April 8, 2011.

DATED this [.?‘ hday of October, 2011.

[ A
KA Chlpgdn ™~ )




STATE OF COLORADO )

) ss.
COUNTY OF DENVER )

The foregoing instrument was acknowledged before me this /3 day of October,
2011 by Kelly Covington, Land Technician, of Baytex Energy USA Ltd.

Lo P

Notary Public
My Commission Expires: 06/,2 7/_9 ol3

5000619 _1.DOC




April 15, 2011

The Dublin Company
PO Box 783
Williston, ND 58802

Re:  Colby 23-14<160-99H 1PB Well Proposal
Sections 23 and 14, T160N-R99W
Divide County; ND

Via Certified Mail
Ladies and Gentlemen:

This letter will serve ds notice, pursuant to the provisions of Section 38-08-08 of
the North ‘Dakota Century Code and Section 43-02-03-16.3 ‘of ‘the’ North ‘Dakota
Administrative: Code, of the plans of Baytex Energy USA Ltd. (“Baytex™) to drill the
above-referenced well. Baytex proposes the following;

1. Baytex plans to drili the Colby 23-14-160-99H 1PB-well located in the SE/4 of
Section 23, Township 160 North, Range 99 West, Divide County, North Dakota. Baytex
proposes.to drill a'single horizontal lateral well 1o fest the Three Forks formation within
the: Burg-Rakken Pool as defined by the North Dakota Industrial Coxmmsswn at-an
approximate true vertical depth of approximately 9,300 feet. .

2. As set forth in the énclosed AFE for the Colby 23-14-160-99H 1PB-well, the
estimated drilling and casing costs for this operation are $3,606,500 and.the estimated
completed and equipped well costs are $6,001,550.  Contingent to verification of title,
‘our’ records indicate 'you own 120 net leasehold acrey and a2 9.375% estimated ‘gross
working interest in the proposed 1280 acre spacing unit.

3. Baytex has secured a rig and has plans to spud the Colby 23-14-160-99H 1PB
well on or about May 3, 2011.

4. Each working inferest owner has thirty (30) days from receipt of this letter t6
acceept or re_;ect this well proposal.  If you accept this well proposal-and eléct to
participate in the drilling of the Colby 23-14-160-99H 1PB well, please so indicate by
executing the enclosed AFE and retuming a copy of the AFE to the undersigned on or
before thirty (30) days from the receipt of this letter:

EXHIBIT A




3. M you-eléct not to participate in the proposed ‘operation as-outlined herein,
please so indicate by marking the appropriate space provided below; executing this letter
and refurning it to Baytex on or before- thirty (30) days from the receipt of this letter.
Please take notice that in the event any owner offered an opportunity to participate hereby
elects not to. participate in the operations of the Colby 23-14-160-99H 1PB well, the
participating owners plan to impose a risk perialty as provided by North Dakota law. - Any
nonparticipating owner may object to the risk penalty by either responding in opposition
to the petition for a risk penalty, or if no such: petition has been filed, by filing an
application orrequest for hearing with the North Dakota Industrial Commission.

6. Should you be interested in assigning your:leasehold interest in the proposed
spacing unit, please contact the undersigned as soon as possible.

If you have any questions, please-do not hesitate to contact the undersigned at
(303) 551-6452, or by-e-mail at lee.zink{@baytexenergyusa.com.

Colby 23-14-160-99H 1PB Well Election

__ I'We elect to participate in Baytex’s Well Proposal of the- Colby 23-14-160-99H
1PB,

___ UWe elect NOT to participate in Baytex’s Well Proposal of the Colby 23-14-160-
99H 1PB.

____1/We would be interested in selling interest in the proposed spacing unit.

THE DUBLIN COMPANY

By:
Title:
Date:

























NOTICE OF HEARING
N.D. INDUSTRIAL COMMISSION
OIL AND GAS DIVISION

The North Dakota Industrial Com-
mission will hold a public hearing at
9:00 a.m. TM%:;R_JE_IL
2011, atthe ND. Oil & 1vision,
1016 East Calgary Ave,, Bismarck,
N.D. Atthe hearing the Commission
will receive testimony and exhibits.
Persons with any interest in the cases
listed below, take notice.

PERSONS WITH DISABILI-
TIES: ...... If at the hearing you
need special facilities or assistance,
contact the Qjl and Gas Division at
701-328-8038 by Friday, November
04, 2011.

STATE OF NORTH DAKOTA
TO:

Case No. 15947: Temporary spac-
ing to develop an oil and/or gas
pool discovered by the Samson
Resources Co. #16-162-98H Holm
State, NWNW Section 16, T.162N.,
R.98W., Divide County, ND, define
the field limits, and enact such special
field rules as may be necessary.

Case No. 16184; Temporary spac-
ing to develop an ofl and/or gas pool
discovered by the Crescent Point En-
ergy US. Corp. #2-11-162N-102W
CPEC Lancaster, NWNE Section 2,
T.162N., R.102W,, Divide County,
ND, define the field limits, and enact
such special field rules as may be
necessary. .

Case No. 16196: Application of
Continén esources, Inc. for an
order extending the field boundar-
ies and amending the field rules for
the Wildrose-Bakken Pool to create
and establish a 1280-acre spacing
unit comprised of Sections 2 and 11,
T.160N., R.97W.,, Divide County,

ND, authorizing the drilling of one
horizontal well on said spacing unit
and such other relief as is appropriate.

Case No. 16204: In the matter
of the petition for a risk penalty of
Baytex Energy USA Ltd. requesting
an order authorizing the recovery
of a risk penalty from certain non-
participating owners, as provided by
NDCC § 38-08-08 in the drilling and
completing of the Olson 15-22-162-
100H #1CN well located in a spacing
unit described as Sections 15 and 22,
T.162N., R.100W., West Ambrose-
Bakken Pool, Divide County, ND,
pursuant to NDAC § 43-02-03-88.1,
and such other relief as is appropriate.

Case No. 16205: In the matter
of the 0 isk penalty of
Baytex Energy USA Ltd. requesting
an order authorizing the recovery
of a risk penalty from certain non-
participating owners, as provided by
NDCC § 38-08-08 in the drilling and
completing of the Colby 23-14-160-
95H #1PB well located in a spacing
unit described as Sections 14 and 23,
T.160N., R.99W., Burg-

Bakken Pool, Divide County, ND,
pursuant to NDAC § 43-02-03-88.1,
and such other relief as is appropriate.

Signed by,

Jack Dalrymple, Governor
Chairman,
ND Industrial
Commission
(10-26)

]davit of Publication

State of North Dakota, County of Divide, ss:

[, Steven J. Andrist, being first duly sworn, on my oath, say that I am the publisher of The lournal,
a weekly newspaper of general circulation and official newspaper of Divide County, State of North
Dakota, published in the city of Crosby, ND, and that the advertisement headed

NOTICE OF HEAING

a printed copy of which is here attached, was published in The Journal on the following date:

October 26, 2011

TOTAL CHARGE

81 lines @ .63 = $51.03

$51.03

Wi

Steven J. Andrist, Publisher

ai&’ Public, State of North Dakota
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