BEFORE THE INDUSTRIAL COMMISSION

OF THE STATE OF NORTH DAKOTA

CASENO. 20845
ORDER NO. 23151

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 HAUGENOE #21-16-162-
99H 1PB WELL LOCATED IN A SPACING UNIT
DESCRIBED AS SECTIONS 16 AND 21, T.162N.,
R.99W., AMBROSE-BAKKEN POOL, DIVIDE
COUNTY, ND, PURSUANT TO NDAC 8§ 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 29th day of August, 2013.

(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 North Dakota Century Code (NDCC)
Section 38-08-08 in the drilling and completing of the Haugenoe #21-16-162-99H 1PB well located
in a spacing unit described as Sections 16 and 21, Township 162 North, Range 99 West (Sections
16 and 21), Ambrose-Bakken Pool, Divide County, North Dakota, pursuant to North Dakota
Administrative Code (NDAC) Section 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 Ambrose-Bakken Pool described as Sections 16 and 21.

(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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Order No. 23151

(6) Baytex requests an order of the Commission allowing the recovery of a risk penalty
from the David Goldal (Goldal) interests.

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

(8) Pursuant to NDAC Section 43-02-03-16.3, Baytex sent an invitation to participate in the
drilling and completion of the Haugenoe #21-16-162-99H 1PB well. Baytex provided evidence that
the invitation to participate was complete and properly served on Goldal and that Baytex made a
good faith offer to lease said minerals.

(9) Pursuant to NDAC Section 43-02-03-16.3, Goldal had 30 days from the date of
receiving the invitation to elect to participate in the Haugenoe #21-16-162-99H 1PB well. Baytex
provided evidence that Goldal failed to respond to Baytex’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 Goldal’s mineral 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 David Goldal’s mineral interests for the drilling and
completion of the Haugenoe #21-16-162-99H 1PB well on a spacing unit described as Sections 16
and 21, Township 162 North, Range 99 West, Ambrose-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 5th day of March, 2014.

INDUSTRIAL COMMISSION
STATE OF NORTH DAKOTA

By the Director, on behalf of the Commission

/sl Lynn D. Helms, Director

@)



The notary commission for Trudy Hogue
expired on March 4, 2014, therefore
notarization of documents by Trudy
Hogue from March 4, 2014 to April 7,
2014 are invalid. Corrected affidavits
have been submitted for all orders
mailed out during that time period.













BEFORE THE INDUSTRIAL COMMISSION

OF THE STATE OF NORTH DAKOTA

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 Haugenoe 21-16-162-99H 1PB well located
in a spacing unit described as Sections 16 and 21,
Township 162 North, Range 99 West, Ambrose-
Bakken Pool, Divide County, North Dakota,
pursuant to NDAC § 43-02-03-88.1, and such
other relief as is appropriate.

PETITI FBAYT R TD
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
16 and 21, Township 162 North, Range 99 West, Divide County, North Dakota (“Sections 16
and 217).
2.
That Baytex is the operator of the Haugenoe 21-16-162-99H 1PB well, drilled in the
Southwest Quarter of the Southeaét Quarter (SWSE) of Section 21.
3.
That Sections 16 and 21 constitute the spacing unit for the Haugenoe 21-16-162-99H

1PB well in the Ambrose-Bakken Pool.




4,

That by application submitted and heard June 27, 2013 as Case No. 20519, it is
anticipated that an order will be entered pooling all the interests in a spacing unit for the
Ambrose-Bakken Pool described as all of Sections 16 and 21.

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 Haugenoe 21-16-162-99H 1PB well:
David Goldal
7.
That the interests of the above-referenced owner are unleased.
8.

That Baytex made a good faith attempt to have the above-referenced owner execute an oil
and gas lease but was unsuccessful.

9.

That a well proposal was forwarded to the above-referenced owner and said owner failed
or refused to respond to the same, or elected not to participate.

10.

That the Haugenoe 21-16-162-99H 1PB well was spud on June 19, 2013.




1.

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 Haugenoe 21-16-162-99H 1PB well located in a
spacing unit described as Sections 16 and 21, Township 162 North, Range 99 West, Ambrose-
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 August 2013 hearings 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

() 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_ 2§ " ""da“y of July, 2013.

& BYRON, P.A.

» BENDER, ND Bar #03908
Attorneys for Applicant

Baytex Energy USA Ltd.

200 North 3rd Street, Suite 150

P. O. Box 1855

Bismarck, ND 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

contents thereof, and that the same is true to the best §ithis affiant’s knowledge and belief.

Subscribed and sworn to before me this OZ& *(’c\l/ay of July, 2013.

Melivnit Jofr

Notaty Public

MELISSA P GIBSON
Notary Public

State of North Dakota
My Commission Expires July 4, 2017

6949899 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 Haugenoe 21-16-162-99H 1PB well located
in a spacing unit described as Sections 16 and 21,
Township 162 North, Range 99 West, Ambrose-
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 August 29, 2013 at the Department of Mineral Resources
Conference Room, Oil and Gas Division, 1000 East Calgary Avenue, Bismarck, North Dakota, to
consider the request of Baytex Energy USA L.

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 allg

DATED this 22% of July, 2013.

w sufficient time to respond to the objection.

DER, ND Bar #03908
Attorneys for Applicant,

Baytex Energy USA Ltd.

200 North 3 Street, Suite 150

P. O. Box 1855

Bismarck, ND 58502-1855
701-221-4020 6965339 _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 Haugenoe 21-16-162-99H 1PB well located
in a spacing unit described as Sections 16 and 21,
Township 162 North, Range 99 West, Ambrose-
Bakken Pool, Divide County, North Dakota,
pursuant to NDAC § 43-02-03-88.1, and such
other relief as is appropriate.

AFFIDAVIT OF LEE ZINK
STATE OF COLORADO )
COUNTY OF DENVER ; >
Lee Zink, being first duly sworn, deposes and states as follows:
1.
That I am a Landman 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 Landman for Baytex Energy USA Ltd., I have
become familiar with the mineral ownership and leasehold ownership in and under all of
Sections 16 and 21, Township 161 North, Range 99 West, Divide County, North Dakota
(“Sections 16 and 217). 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 16 and 21.
4.
That there are separately owned tracts or interests in mineral estate and/or leasehold
estate in Sections 16 and 21.
5.
That Sections 16 and 21 have been designated as the spacing unit for the Haugenoe 21-
16-162-99H 1PB well in the Ambrose-Bakken Pool.

6.

That by application submitted and heard June 27, 2013 as Case No. 20519, it is
anticipated that an order will be entered pooling all the interests in a spacing unit for the
Ambrose-Bakken Pool described as all of Sections 16 and 21.

7.
That the following owner has elected not to participate in the drilling and completion
operations of the Haugenoe 21-16-162-99H 1PB:
David Goldal
8.
That the interests of the above-referenced owner are unleased.
9.

That Baytex Energy USA Ltd. made a good faith attempt to have David Goldal execute
an oil and gas lease. On April 22, 2013, Irish Oil & Gas Inc. mailed David Goldal a lease offer
at P.O. Box 265, Crosby, ND 58730. See Exhibit A. Although Baytex Energy USA Ltd. made

a good-faith attempt to lease the interests of David Goldal, those efforts were unsuccessful.

_2.




10.

That Baytex Energy USA Ltd. forwarded a well proposal for the Haugenoe 21-16-162-
99H 1PB well to David Goldal on May 3, 2013, via Certified Mail at P.O. Box 265, Crosby, ND
58730. That attached hereto as Exhibit B is a true and correct copy of the well proposal that
Baytex Energy USA Ltd. forwarded to David Goldal May 3, 2013.

11.

That David Goldal received the well proposal that Baytex Energy USA Ltd. forwarded on
May 3, 2013. That attached hereto as Exhibit C is a true and correct copy of the Certified Mail
return receipt proving David Goldal received the well proposal.

12.

That the well proposal stated David Goldal had thirty (30) days from the receipt of the
well proposal to accept or reject the well proposal. See Exhibit B. 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 B. 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 B.

13.

That David Goldal did not respond to the well proposal forwarded on May 3, 2013 and

therefore elected not to participate in the well at issue. Accordingly, Baytex Energy USA Litd. is

seeking and is entitled to a risk penalty against the interests of David Goldal.




14,

That the Haugenoe 21-16-162-99H 1PB well was spud on June 19, 2013.

DATED this 24" day of July, 2013,

=7

STATE OF COLORADO )

) ss.
COUNTY OF DENVER )

The foregoing instrument was acknowledged before me this ﬁi day of July, 2013 by
Lee Zink, Landman, of Baytex Energy USA Ltd.

KELLY COVINGTON
NOTARY PUBLICDC
STATE OF COLORADC /7]

MY COMMISSION EXPIRES 12/15/2013 Notafy Public

6965253_1.D0C




I
Oil & Gas Inc.
April 22™ 2013

David Goldal

PO Box 265

Crosby, ND 58730

CERTIFIED MAIL, RETURN RECEIPT
7011 3500 0000 1111 0485

Subject: Township 162 North, Range 99 West, 5" P.M.,
Section 16: N2NW4, SEANW4, NE4SW4
Divide County, North Dakota

Dear David,

Irish Oil & Gas, Inc., on behalf of Baytex Energy USA Ltd. has enclosed for your review
the following items. Upon your approval, please proceed as instructed.

__Two originals (and a copy) of an oil and gas lease: On the second page of the lease,
please sign the two original oil and gas leases on the signature line above your name.
Be sure to sign exactly as your name is typed in the presence of a Notary Public. I
have partially filled out the acknowledgment your notary should use
__One Bank draft in the amount of $128,000.00: Endorse the back of the green draft
and detach the top portion.

__ Partially filled out W-9 Form: Please fill in Soc Sec. #, Sign and Date.
__Self-addressed return envelope addressed to “Irish Oil & Gas, Inc.” Please return
the two executed oil and gas leases, the top portion of the green draft and the W-9

Form in the envelope addressed to “Irish Oil & Gas, Inc.”

The oil and gas lease and draft marked “Copy” are for your records. If you have any
questions, please feel free to call me directly at (406) 671-4662.

Thank you in advance for your early attention to this matter, it is most appreciated.

Sincerely yours,
Irish Oil & Gas, Inc.

Keenan Stanek
Landman

WILLISTON BASIN OFFICE NEVADA OFFICE

Wells Fargo Building 2533 North Carson Street, Suite 6168
400 East Broadway, Suite 305 Carson City, Nevada 89706

PO. Box 2356 775.841.1257

Bismarck, North Dakota 58502
701.751.3141

EXHIBIT A




Return To:

Irish Qil & Gas, Inc.
PO Box 2356
Bismarck, ND 58502

PRODUCERS 83-PAID UP
Rev. 5-60 No. 2

NE 94 OG

Rev. 9-09 I0G

Rev. 1-1010G

OIL AND GAS LEASE

AGREEMENT, Made and eatered into the 22 day of April, 2013, by and between_David Goldal, 2 single man, whose address is PO, sbr 730, hereinafter

called Lessor (whether one or more) and Baytex Energy USA Ltd., whose address is 600 1 17" Street, Suite 1600 S, Denver, CO 80202 , hereimafter called Lessee:

WITNF_SSEI'H That Lessor, in consideration of TEN DOLLARS plus ($10.00+) cash in hand paid, the receipt of which is hereby acknowledged, and the covenants and
ined, has granted demised, ]eascd and let, and by these presents does grant, demise, Jease and let exclusive right for the purpose of mining, drilling,
explonng hy geophysical and other methods, and g for and producing there from oil and all gas of whatsoever nature or kind, with rights of way and casements for laying
pipelines and erection of structares thereon (o produce, save and take care of said products, all that certain tract of land situated in the County of Divide , State of North Dakota,
described as follows, to-wit:

ownship 162 North, Range 99 West, 5™ P.M.
Section 16: N2NW4, SEANW4, NE4SW4

* Any reference to a Lessor’s royalty of “one-eighth (1/8")” is hereby changed to a Lessor’s royalty of “three sixteenth (3/16th)”

* Notwithstanding the provisions of this lease to the contrary, this lease shall terminate at the end of the primary term as to all of the leased
Jands except those tracts within a spacing unit prescribed hy faw or adminfstrative authority on which is located a well producing or capable
of producing oil and/or gas or on which Lessee is then engaged in drilling or reworking operations on leased premises or acreage pooled
therewith. However, this lease shall not terminate to any of the leased lands so long as drilling or reworking operations are being
continuously prosecuted if not more than 180 days shall lapse between the pletion or aband t of one well and the beginning of
operations for the drilling of another well. Additionally, this lease shall expire s to all depths 150 below the stratigraphic equivalent of the
total depth drilled of any well producing or capable of producing oil and /or gas en the lands described herein, or on any lands pooled
herewith.

In addition to the lands described above, Lessor hereby grants, Jeases and lefs exclusively unto Lessez, to the same extent as if specifically described, lands which are owned
or claimed by Lessor by onc of the following reasons: (1) all lands and rights acquired or retained by avulsion, accretion, reliction or otherwise 23 the result of a change i the
boundarics or centerline of any river or stream traversing or adjoining the lands described above; (2) all riparian lands and rights which are or may be incidant, appurtenant, related
or attributed to Lessor in any lake, stream or river aversing or adjoining the lands described above by virtue of Lessor’s ownership of the lands described gbove; (3) all lands
included in any road, easement or right-of-way traversing or adjoining the lands described above which are or may be incident, appurtenant, relared or attributed to Lessar by virtue
of Lessor's ownership of the lands described above; and (4) all sirips or tracts of land adjacent or contiguous to the fands described above owned or acquired hy Lessor through
adverse possession or other similar sterutes of the siate in which the lands are located. In the event that the Lessor shall acquire lands in addition to those described above for the
above stated reasons, Lessee shall pay to Lessor the same bonus and royalty for said lands as was paid for the lands described above.

For purposes of payment of rentals and myaluu, Lessor and Lessee egree that the lease shall be treated as covering 160.00 ecres, whatever more o less.

1. It is agreed that this lease shall remain ip force for a term of threc (3) years from this datr. tmd as long thereaficer as oil or gas of whatsoever nature or kind is produced
from seid leased premises or on acreage pooled therewrith, or drilling iops are irued as h ided, T, at the expiration of the primary term of this lease, oil or
gas is not being produced on the leased premises or on acreage pooled therewith but Lessee is then mgnged in dnllmg or re-workmg openations thereon, then (his lease shall
continue in force so Jong as operations are being contimuously prosecuted on the leased premises or on acreage pooled th ith; and opcrations shall be idered to be
continuously prosecuted if not more than one hundred eighty (180) days shall elapse between the completion or abandonment of one well and the beginning of operations for the
drilling of a subsequent well. If after discovery gf oil or gas on said land or on acreage pooled therewith, the production thereof should cease from any cause afier the primary
term, this [ease shall not i if Lessee itional drilling or re-working operations within one lundred eighty (180) days from date of cessation of productian or
from date of completion of dry hole. If 0i) or gas shall be discovered and produced as a result of such operations at or after the expiration of the primary term of this lease, this
lease shall continue in force so long as oil or gas is produced from the leased premises or on acreage pooled therewith.

2. This is a PAID-UP LEASE. In consideration of the down cash payment, Lessor agrees that Lessee shall not be obligated, except as otherwise provided herein, to
commence or continue any operations during the primary term. Lessee may at any time or limes during or efier the primary term surrender this lease as to all ar any portion of said
land and as to any straia or siratum by delivering to Lessor by filing for record a release or releases, and be relieved of all obligation thereafter accruing as to the acreage
surrendered.

3. In consideration of the premises the said Lessee covenants and agrees:

1%, To detiver to the credit of Lessor, free of cost, in the pipeling to which Lessee may connect wells on said land, the equal one-eighth (1/8) part of all oit produced and

saved from the leased premises.

2™, To pay Lessor one-eighth (1/8) of the gross proceeds each year, payable quarterly, for the gas from each well where gas only is found, whilc the same is being uscd off

the premiges, and if used in the manufacture of gasoline a royalty of onc-¢igbth (1/8), payable monthly at the prevaiting market rate for gas.

3" To pay Lessor for gas produced from any oil well and used off the premises or in the 2 of line or any other product a royalty of one~cighth (1/8) of the

proceeds, at the mouth of the well, payable monthly at the prevailing market rate.

4. I, at the expiration of the primary term or at any time or times thereafier there is any well on the leased premises either capable of producing oil or gas, then this lease
shall not feyminate so long as such well is shut in. For each such well, Lessee shall pay or tender to Lessor or Lessor’s successor or assigns One Dollar per year per net mincral
acre retamed hereunder, such payment or tender 1o be made on ar before the anniversary date of this Iease next ensuing after the expiration of ninety (90) days from the date such
well is shut in and thereafter on or before the anniversary date of this lease during the period such well is shut in. Lessee’s failure 1o pay or tender, or properly pay ar tender, any
such sum shall render Lessee liable for the nount due but it shall not operate to terminate the lease,

5. If said Lessor owns a lesser interest in the above described land than the entire and undivided fee simple estate therein, then the royalties (iucluding any shut-in gas
Toyaity) herein provided for shall be paid the Lessor only in the proportion which Lessor’s interest bears to the whole and undivided fee.

6. Lessee shall have (he right 1 use, free of cost, gas, oil and water produced on said land for Lessee’s operation thereon, except water from the wells of Lessor.

7. When requested by Lessor, Lessee shall bury Lessee’s pipeline below plow depth.

8. No well shall be drilled nearer than 500 feet to the house or barn now on said premises without written consemt of Lessar.

9. Lessee shall pay for damages caused by Lessee’s operations to growing crops on said land.

10. Lessee shall bave the right at any time to remove all machincry and fixtures p]ﬂced on said premises, including the right to draw and remove casing.

11. The rights of the Lessor and Lessee hereunder may be assigned in whole or in part, No change of ownership of Lcssur s inrerest (by assignment or otherwise) shall be
binding on Lesses until Lesses has been fumnished with notice, consisting of certified copies of all rded ¥ or d and other information necessary to establish
a complete chain of record title from Lessor, and then only with respect to payments thereafier made. No other kind of notice, whether actual or constructive, shall be binding on
Lessee. No present or future division of Lessor’s ownership es 1o different portions or parcels of said land shall operate to enlarge the obligations or diminish the rights of Lessee,
and all Lessee’s operations may be conducted without regerd to any such division. If all or any part of this lease is assigned, no Jeaschold owner shall be liable for amy act or
omission of any other leaschold owner.

12. Lessee, at its option, is hereby given the right and power at any time and from time to fime 8s a recurring right, either before or after production, as to all or any part of
the land described berein and as to any one or more of the farmations hereunder, to pool or unitize the leasehold estate and the mineral estate covered by this lease with other land,

lease or leases in the immediate vicipity for the production of oil and gas, or separately for the production of either, when in Lessee’s judgr itis y of advisable to do so,
and irrespective of whether authority similar to this exists with respect 1o such other land, lease or leases. Likewise, units ]Jrcvmux}y formed to include formauons not producing
oil or gas, may be reformed to exclude such non-producing formations. The forming or reformmg of any unit shall be plished by Lessee g and filing of record a

declaration of such unitization or reformation, which declaration shall describe the unit. Any unit may include land upon which a well bas theretofore been completed or upon
which operations for drilling have theretofore been commenced. Production, drilling or reworking operations or a well shut in for want of a market anywhere on a unit which
includes all or & part of this lease shall be treated as if it were production, drilling or reworking operations or a well shut in for want of a market under this lease. In lieu of the
royalties elsewhere herein specified, including shut-in ges royaltics, Lessor shall receive on production fiom the unit 30 pooled royalties only on the porrion of such production
allocated to this lease; such allocation shall be that proportion of the unit production that the total number of surface acres covered by this lease and inciuded in the unit bears to



the total sumber of surface actes in such unit. In addition to the foregoing, Lessee shall have the right to unitize, pool or combine all or aay part oflhe above dscrl'bed lunds aslo
one ar more of the formations thereunder with other lands in the same general area by entering into a cooperative or wmit plan of devel

governmental agency and, from time to time, with like approval, to modify, change or terminate any such plan or agreement and, in such cvent, the terms, cmdmons nnd
pravisions of this lease shell be deemed modified to conform to the tenms, conditions, and provisions of such approved cooperative or upit plan of development or operation and,
particulerly, all drilling and development requirements of this lease, express or implied, shall be satisficd by compliance with the drilling and development requirements of such
plan or agreement, and this Jease shall not termninate or expire du:rmg the life of such plnn or agre:mem To the ewnt that said above dscn‘bed lands or any pert theveof, shall
hereaficr be operated under any such coopﬂ-anve or unit plan of devek or h lbc ducti is all d to different portions of the land covered
by said plan, then the prodh d to eny parti tract of tand shall, for the purpose of computing the royzity pay 0 be made h der to Lessor, be based upon
pmdumon only m so allocated. Lessor shall formally express Lessor's consent to any cooperative or unit plan of development or operation adopted by Lessee and approved by

1 agency by ing the same upon request of Lessee.

13 All express or implicd covenants of this lease shall be subject to all Federal and Smle Laws, Executive Orders, Rules o Regulations, and this lease shall not be
terminated, in whole or in part, nor Lessee held liable in damages, for failure to comply tb h, if compli: isp d by, or if such faiture is the resuk of, any such Law,
Onder, Ruie or Regulation,

14, Lessor hereby warrants and agrees to defend the title to the lands herein described, and agrees that the Lessee shall have the right at any time to redecm for Lessor, by
pnym:m any mortgages, taxes or other liens on the above described lands, in the event of default of pryment by Lessor and be subrogated to l.hc rights ol'lhe holder lbemnf and
the gned Lessors, for t lves and their heim, successors and assigns, hereby surrender and release all right of dower and b d in the p d herein,
insofar as said right of dower and homesiead may in any way affect the purposes for which this lease is made, as recited herein.

15. When drilling, production or other operations are directly and proximately delayed, interrupted or stopped by lack of water, labor, waterial, inability to obtain access to
lcused pmmsen, ﬁxe, flood, war, rebellion, i msunecnon, Hot, s(n'k:, differences with workmen, failure of carriers to transport or furmish facilities for transportation of any product

, lack of available or factory markel, in Lessee’s opinian, for the oil or gas produced, or as a result of an order of any governmeatal agency, (including but
not Dinited 10 ordu-s nstnczmg production) or as & result of any causc beyond the control of Lessee, the time of such deley, interraption ar stoppage shall not be counted against
tbe Lessee under any provision of this lease, and this lease shall pot terminate by reason of any such delay, interruption or stoppage, and period of such delay, interruption or
stoppage shall be added to the term of this lease.

16. Should any one or mare of the perties hereinabove named as Lessor fail to execute this lease, it shall nevertheless be binding upon sl! such parties who do execute it a8
Lessor. The word “Lessor,” as nsed in this lease, shell mean any one or wore or all of the parties who execute this Jease as Lessor. All the provisions of this lease shall be binding
on the heirs, successors and assigns of Lessor and Lessee.

17.  In the event Lessor considers that Lessee has not complied with all of its obligations bereunder, either cxpress or implied, Lessor shall notify Lessec in writing, setting
out specifically in what respects Lessee hes bresched this lease. Lessee shall then have sixty (60) days afier receipt of said notice within which to meet or commence to meet all or
axry part of the breaches alleged by Lessor. The service of said notice shall be precedent to the bringing of any action by Lessor on said Iease for any cause, and no such action
shall be brought until the lapse of sixty (60) days afer service of such notice on Lessee and Lessee has not taken the appropriate action (o remedy the alleged breach. Neither the
service of said notice nor the doing of any acts by Lessee aimed to meet all or any of the alleged breaches shall be deemed an admission or presumption that Lessee has failed 1o
perform all its obligations hereunder. This lease shall never be forfeited or cancelled for failure to perform in whole or in part any of ity rmphed covcnams, condmtms or
stipulations unti} a judicial determination is made that such faiture exists and Lesset fails within a reasonable time to satisfy any such y or stip

IN WITNESS WHEREOF, this instrument is execuled as of the date first above written.

David Golda), a single man

o
ACKNOWLEDGMENT-INDIVIDUAL
STATEOF  North Dakom }

COUNTY OF }

BEFORE ME, the undersigned, a Notary Public, in and for said County and State, on this, day of 2013, p ity app d David Goldal, to me
known to be the identical person(s) described in and who executed the within and foregoing instrument of writing and acknowledged to me that he duly executed the
seme as his free and voluntary act and deed for the uses and purposes therein set forth.

IN WITNESS WHEREOF, I have hereunto set my hand and affixed my notarial seal the day and year last above written.

My Commission Expires: _

Notary
Public
Address
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BAYTEX

EMERGY USA LTD

May 3, 2013
Via Certified Mail #

7011 1150 0001 8715 7890
David Goldal

PO Box 265
Crosby, ND 58730

RE: Haugenoe 21-16-162-99H 1PB Well Proposal
Sections 16 and 21, TI62N-R99W
Divide County, North Dakota

Ladies and Gentlemen:

This letter will serve as 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. As the owner of unleased mineral interest in and under the
abave-described lands, Baytex proposes the following:

1. Baytex proposes to drill the Haugenoe 21-16-162-99H 1PB well located in the
SW/4SE/4 of Section 21, Township 162 North, Range 99 West, Divide County, North
Dakota. Baytex proposes to drill a single horizontal lateral well to test the Three Forks
formation within the Ambrose-Bakken Pool as defined by the North Dakota Industrial
Commission.

2. As set forth in the enclosed AFE for the Haugenoe 21-16-162-99H 1PB well,
the estimated drilling, completing, and equipping well costs are $7,028,540.00.

3. Baytex has secured a rig and has plans to spud the Haugenoe 21-16-162-99H
1PB well on or about June 30, 2013,

4, Each working interest owner (unleased mineral owner) has thirty (30) days
from receipt of this letter to accept or reject this well proposal. Baytex’s records indicate
that you own a 12.50% working interest in the proposed well. If you accept this well
proposal and elect to participate in the drilling of the Haugenoe 21-16-162-99H 1PB well,
please so indicate by executing the enclosed AFE and returning a copy of the AFE to the
undersigned on or before thirty (30) days from the receipt of this letter.

5. If you elect not to participate in the proposed operation as outlined herein,
please so indicate by marking the appropriate space provided below, executing this letter
and returning 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

L Seventeenth Soeel  Telepdene 3L
.i Soibe G0N | Faesinnle 3002025
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elects not to participate in the operations of the Haugenoe 21-16-162-99H 1PR well, the
participating owners plan 1o impose a risk penalty 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 or request for hearing with the North Dakota Industrial Commission.

6. If you would rather execute an oil and gas lease with Raytex being the lessee,
please refer to the offer letter previously sent covering your unleased mineral interest in
the proposed spacing unitand the oil and gas lease attached therewith.

If you have any questions, please do not hesitate to contact Lee Zink, Landman
for Baytex at (303) 551-6452.

Very truly yours,

Kelly Covington, RL
Associate Landman

Well Election

[/We elect to participate in Baytex’s Well Proposal of the Haugenoe 21-16-162-99H
IPB.
. L/'We elect NO'T to participate in Baytex’s Well Proposal of the Haugenoe 21-16-
162-99H 1PB.

Insurance Election

[/We elect to be covered under Operator's insurance.

I/We elect NOT to be covered under Operator's insurance (certificate enclosed).

David Goldal

By:

Date:




BAYTEX

FOINE FOGY S A LTI

Authorization For Expenditure

AFE#: U13030029 initiated; 411712013
AFE Type: Drii - DCE Project Manager: Melissa Lasley
IFiota: BAKKEN-THREE FORKS District: US.A
Area: WILLISTON BASIN Est, Start Date:  6/30/2013
Weil Name: Haugenoe 21-16-162-99H 1B Est. End Date: 713112013
uwin: Gross Amount: $7.028 540.00
Operator: BAYTEX ENERGY USALTD. Mail Baliot#:
Operator AFE: Cost Center: 115815
Description:
Ciassification: Capital Eng. Enhancement: N Tax Designation: CDE
Participants W.L.% Original § Supploment § TOTAL §
BAYTEX ENERGY USALTD. 87.50% $6.149,972.50 $6,149,972.50
[pAVID GOLDAL 12.50% $878,567.50 $878,567.50
TOTALS: 100 57‘028,540,001 $0.00] $7.028,540.00
MWWT-W
mlnator: Melissa Lasley Company: DAVID GOLDAL
Baytex E""’g{'_ Ltd. Approva) Date Per:
JName:
Title:
iDate:




Group / Account

BAYTEX

Forib Wy

Cost Estimate

LI

2 A

¥q.

AFE # U13030029

Description

INTANGIBLE COMPLETION COSTS

9250.1036
9250.1 100
9250.1 102
9250.2000
923502019
9250.2025
9250.2505
9250.2510
92503135
9250.3200
92503242
9250.3250
9250.3256
9250.3262
9230.3260
9250.8098
Subtotal:

LEASE & ROAD UPGRADE
EQUIPMENT RENTALS
POWER, FUEL & WATER HAULING
SUPERVISION
CONIRACT SERVICES
COMMUNICATIONS
SITERESTORATION
SAFETY SERVICES
POWER TONGS

SERVICE RIG

CASED HOLE LOGGING
FRACTURING
COMPLETIONFLUIDS
PRODUCTIONTESTS
DISPOSAL CO3TS
OVERHEAD

INTANGIBLE DRILLING COSTS

9200.1030
9200.1032
9200.1 100
9200.1102
9200.1 104
9200.2000
9200.2¢10
9200.2020
9200.2025
9200.2225
9200.2500
9200.2510
9200.3105
9200.3140
92003125
9200.3130
9200.3135
9200.3205

ENTRY FEE & INITIAL CONSIDERATION
LICENSE & SURVEY

EQUIPMENT RENTALS

POWER, FUEL & WATER HAULING
TRUCKING & HAULING
SUPERVISION

CONTRACT SERVICES
CONSTRUCTION/LOCATION & ROAD
COMMUNICATION

LEGAL/TITLE

ENVIRONMENTAL SERVICES
SAFETY SERVICES

CEMENTING SURFACE CASING
CEMENTING INTERMEDIATE CASING
CASING BOWL

RAT HOLE & CONDUCTOR PIPE
POWER TONGS

DRILLING - DAYWORK

Well:

ross Estimate

$15,000.00
$120,000.00
$90,000.00
$45,600.00
$54,000.00
$3.000.00
$30.000.00
$7.500.00
$14.000 00
$150,000.00
$11,000.00
$950,000.00
$40.000.00
$66,000.00
$150,000.00
$19,000.00
$1.765.100.00

$20,000.00
$12,000.00
$360,162.00
$223,000.00
$70,000.00
$108,800.00
$110,000.60
$250,000.00
$36,000.00
$25,000.00
$111,650.00
$50,600.00
$23.000.00
$52,000.00
$37.000.00
$25,000.00
$50,000.00
$761,800.00

Q") Gaasad By A £ Mok




9200.3210

DRILLING - METERAGE

9200.321S DRILLING - DIRECTIONAL
9200.3231 SUPERVISION - GEOLOGICAL,
9200.3240 OPEN HOLE LOGGING
00.3250 DRILIING RITS
9200.3254 MUD & CHEMICALS
9200.3292 RIG MOVE & RACKING COST
9200.3294 RIG UP, TEAR QUT & STANDBY
9200.5000 INSURANCE
9200.8000 MISCELLANEQUS
9200.8098 OVERHEAD
Subtotal:
TANGIBLE COMPLETIONS
9300. 1036 LEASE & ROADUPGRADE
9300.3260 PRODUCTION CASING & ATTACHMENTS
9300.3302 TUBING
9300.3304 SUCKER RODS
9300.3306 RETRIEVABLE DOWNHOLE EQUIP
9300.3310 BOTTOM HOLE PUMPS
9300.3312 LINERS & LINER EQUIPMENT
9300.3500 WELLHEAD & EQUIFMENT
9300.8000 MISCELLANEOUS
Subtotal:
TANGIBLE DRILLING COSTS
$230.3100 SURFACE CASING & ATTACHMENTS
92303115 INTERMEDIATE CASING & ATTACHMENTS
Subtotal:

WELL EQUIPPING COSTS

9340.1036
9340.1 100
9340.1104
9340.2000
9340.2010
¥340.2030
9340.2510
9340.3302
93403304
9340.3306
9340.3308
9340.3310
9340.3312
9340.3410
9340.3420
9340.3422

LEASE & ROADUPGRADE
EQUIPMENT RENTALS
TRUCKING & HAULING
SUPERVISION

CONTRACT SERVICES
INSFALLATION & LABUOUR
SAFETY SERVICES
TUBING

SUCKER RODS
RETRIEVABLE DOWNHOLE EQUIPMENT
VALVES & FITTINGS
BOTTOMHOLE PUMP

LINE PIPE & COATING
SUPPLIES & PARTS
SURFACE PUMPS
PUMP]ACK AND BASE

$100,000.00
$504.840.00
$45,600.00
$22,000.00
$99,000.00
$215.600.00
$120.000.00
$105,000.00
$2,038.00
$68,000.00
$36,000.00
$3.582,890.00

$14,000.00
$490,000.00
$55,600.60
$33,000.00
$9,250.00
$12,600.00
$52,000.00
$22,000.00
$4,000.00
$691,850.00

$54,000.00
$340,000.00
$394,000.00

$10,000.00
$5,000.00
$10,600.00
$5,000.00
$25,000.00
$30,00U.00
$5.600.00
$60,000.00
$35,000.00
$10,000.00
$47,000.00
$15,000.00
$12,600.00
$5.000.00
$5,000.00
$135,000.00

(‘V) Carmins by AF € Sy it




9340.3424
9340.3432
9340.3442
9340.3450
9340.3500
9340.3710
Subtotal;

Grand Totd:

ENGINES

METERS & INSTRUMENTS
TREATERS

TANKS

WELLHEAD & EQUIPMENT
BUILDINGS & FOUNDATIONS

$45,000 .00
$5.000.00
$44,100.00
$61,000.00
$£10,000.00
$15,000.00
$594,700.00

$7,028,540.00

Ov) Comariio By 844 Mot




o]
fapd
=)
[
(¥,
—
I~ Postage | S
[~ 41

Certifiod Foa
= Posimark

Faetutn Recelpt F

g {ifsadcm;gzzmt Rec?ulra%e) i
2 Roatricted Oslivary Feo
o {Endatsement Required)
g Total P
= David Goldal —
f_‘; PO Box 265
2 Crosby, ND 58730-0265

........

o |

SENDER: COMPLETE THIS SECTION COMPLETE THIS SECTION ON DELIVERY

B Complets items 1, 2, and 3. Also complete A Sigrars . 4l
Item 4 if Restricted Delivery Is desired, Xt li : (QL(; £ Agent

m Print your name and address on the roverse O Addresses
so that we can return the card to you. Recelved by { ) Name) C. Date of Del

® Attach this card to the back of the maiiplece, DR v " H 5/ )‘1 { < %ii / gvfa v
or on tha front if apece permils. LAy ! QIgY :

D. Is delivery address different from item 1?11 Yes

1. Article Add to: If YES, enter defivery address beiows [ No

David Goldal
PO Box 265 T
x - Sgkice Typo
Crosby, ND 58730-0265 Cortioa Meil T Expross Mal

£ Registered 3 Return Receipt for Merchandise
Ll insuredMail DI C.OD, ‘ S
4. Resticted Defvery? (Extra Foe) Oves

2. Article Number -
(Travstor from ecrvice bél) 7011 1150 B00OL 8715 74850

s PSForm 3811, February 2004 ° Dormestio Return Recelpt 102585-02-M-1540,

*

EXHIBITC



Fredrikson

July 26, 2013

Mr. Bruce Hicks

Assistant Director

NDIC, Oil and Gas Division
600 East Boulevard
Bismarck, ND 58505-0310

RE: RISK PENALTY PETITION OF
BAYTEX ENERGY USA LTD.

Dear Mr. Hicks:
Please find enclosed herewith for filing the following:

Petition of Baytex Energy USA Ltd.;
Notice of Hearing;

Affidavit of Lee Zink; and
Certificate of Service.

S Lo

As you will note, pursuant to N.D. Admin. Code § 43-02-03-88.2, Baytex requests that
its witnesses be allowed to participate at the hearing by te]Jéphonic means.

Should you have any questions, please ad

LB/mpg
Enclosure
cc: Mr. Lee Zink (w/enc.)

7011267 _1.DOC

Attorneys & Advisors Fredrikson & Byron, P.A.
main 701.221.4020 200 North Third Street, Suite 150
fax 701.221.4040 Bismarck, North Dakota
www.fredlaw.com 58501-3879

. MEMBER OF THE WORLD SERVICES GROUP OFFICES:
A Worldwide Network of Professional Service Providers Minneapolis / Bismarck / Des Moines / London / Monterrey, Mexico / Shanghai




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 7762935
authorizing the recovery of a risk penalty from ,oq& 4 9/\,
certain non-participating owners, as provided by ,{\?’ DA
NDCC § 38 08 08 in the drilling and completing g JuLaws o
of the Haugenoe 21-16-162-99H 1PB well located S soﬁé{gjg,g >
in a spacing unit described as Sections 16 and 21, R CIVISION &Y
Township 162 North, Range 99 West, Ambrose- '%/am 91\7\"’5\%\\

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

CERTIFICATE OF SERVICE

I, the undersigned, hereby certify that a true and correct copy of the following documents:

1. Petition of Baytex Energy USA Ltd.
2. Notice of Hearing
3. Affidavit of Lee Zink

was on the % day of July, 2013 served by placing the same in the United States mail, with
postage prepaid, certified mail, return receipt requested, at Bismarck, North Dakota, properly
addressed to the following:

David Goldal
P.O. Box 265
Crosby, ND 58730






















	Text1: The notary commission for Trudy Hogue expired on March 4, 2014, therefore notarization of documents by Trudy Hogue from March 4, 2014 to April 7, 2014 are invalid.  Corrected affidavits have been submitted for all orders mailed out during that time period.  


