SEISMIC COMPLETION REPORT
INDUSTRIAL COMMISSION OF NORTH DAKOTA
OIL AND GAS DIVISION

600 EAST BOULEVARD DEPT 405

BISMARCK, ND 58505-0840

SFN 51456 (03-2005)

Permit No.

97-0120

Shat Haole Operations *Non-Explosive Opsrations
Vibroseis

SECTION 1

Geophysical Contractor

Quantum Geophysical, Inc.

Project Name and Number County(s)

Peaabody 3-D Bottineau County

Township(s) Rangea(s)

162 & 163 76 77878

Drilling and Plugging Contractors

NA

Date Commenced Date Completed

January 15, 2007 February 18, 2007

SECTION 2

First S.P. # Last S.P. #

NA NA

Loaded Holes {Undetonated Shot Points)

NA

S P#'s

Charge Size

Depth

Reasons Holes Were Not Shot

SECTION 3

Flowing Holes and/or Blowouts
S.P#s

None

Procedure for Plugging Flowing Holes andfor Blowouts

NA

Inchude a 7.5 minute USGS lopographic quedrangl® map or a compuler generated post-plot facsimile of lhe appraxlmate scale displaying each
individual shot hole, SP #, line #, and legal location.

*Non-Explosive Opsrations - Complate Saction 1 and Affidavit



Induslrial Commigsion of North Dakota
SFN 51456 (03-2005) Pege 2

AFFIDAVIT OF COMPLETION (GEOPHYSICAL CONTRACTOR}

STATEOF  Texas )
)
COUNTY OF Harrls )
M- FCALLAs HAD [afe.) N |
Before me, Mawrean-Galegiarn , a Notary Public in and for the said
County and State, this day personally appeared Bruce Fulker
who being first duly sworn, deposes and says that (s)he is employed by Quantum Geophysical, Inc.

, that {s)he has read North Dakota

Century Code Section 38-08.1, that the foregoing seismic project has been completed in
accordance wilh North Dakota Administrative Code Rule 43-02-12 and that the statemenis on

lhe reverse side of this document are true.

Q o4

Geophysical Contractor Representative

Subscribed in my presence and swom before me this 20  dayof March . 2007 .

Notary Pubiic (’WW
<
My Commission Expires /Y A.B /sﬂdﬁ




OIL AND GAS DIVISION

BISMARCK, ND 58505-0840
SFM 51459 (03-2005)

GEOPHYSICAL EXPLORATION PERMIT
INDUSTRIAL COMMISSION OF NORTH DAKOTA

B00 EAST BOULEVARD DEPT 405

Vibroseis

1) a. Company Address 5,
Quantum Geophysial, Inc One Riverway, Ste 440 Houston, Texas 77056
Contact Telephone Fax -
Bruce Fulker 713-840-3380 713-850-7783
Surety Company Bond Amount Bond Number
Bank of North Dakota $50,000.00 |GEO300
2) a. Subcontracior(s} Address Telephone
ECS (Survey Contractar) 1101 5th Street SW Sidney MT 58270 |406-452-8606
. Subcontractor(s) Address Telephane
¢. Subcontractor(s) Address Telephone
3} Party Manager Address Telephone
unknown at this time
4) Project Name or Line Numbers
Peabody 3D
5) Exploration Method (Shot Hole, Non-Explosive, 2D, 3D}

€) Appravimate Drilfing Start Date

Recording operations January 5, 2007

Approximate Completion Date

February 15, 2007

THE COMMISSION MUST BE NOTIFIED AT LEAST 24 HOURS IN ADVANCE OF COMMENCEMENT OF DRILL/PLUG OPERATIONS

7) Location of Proposed Project - County

W oo

Manager, Permit Serives

Bottineau
Seg, T. R.
Section(s}, Township(s) & Range(s) 162 76-77-78 West
Sec. T. R.
163 76-77-78 West
Sec. T. R.
Sac. T. R.
8) Size of Hole Amt of Charge | Depth | Shots per | No. of Mi. Identifying Marks Used on Nonmetallic Plug
Mi{sq.mi)l (sq.mi) Geophysical ID a. Plugger 1D b. Plugger 1D c. Plugger ID
Viborseis N/A N/A “' 4 N/A N/A N/A N/A
9} Anticipated special drilling and plugging procedures?
N/A
10) Enclose & pre-plot map with propesed localion of sefsmic program fines and powder mag.
Attached
Signed Title Date

November 10, 2006

{This space for State office use})

Permit No.

| A -ol20

Approval D

/

Approved by ~— ﬂ 59 /‘/

T/ 200k
/ f

Tille

Minerai Res.?fu T

County Approval Sent ~—~ _{_&‘
i gé) fmf LA

Conditions of Approval if any

See ptebed
(fte—




Township Range

163

163
163
163
163
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163
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NORTH DAKOTA

Oil and Gas Division

Department of Mineral Resources
Lynn D. Helins - Director

North Dakota Industrial Commission

OLL AND GAS DIVISION

www.ollgas.nd.gov

November 14, 2006

Mr. Bruce Fulker
Onc Riverway, Ste 440
Houston, TX 77056

RE:  Geophysical Exploration Permits # 97-0120
Peabody 3D
Bottineau County, North Dakota

Dear Mr. Fulker:

Pleasc be advised that we are in receipt of your Geophysical Exploration permit
and have conditionally approved your permit effective for one year from November 14,
2006. Please review the following conditions for your permit:

1. A pre-program meeting with state seismic inspector Tom Torstenson may be
required. You must contact him at 701-290-1546 (cell) or 701-227-7436 at least
24 hours prior to any exploration operations.

2. All variances for distance restrictions are to be furnished, and a pre-plot map
displaying any source points that do not comply with the distance restriction rule
must be supplied o the inspector.

3. The post plot map must show all water wells, buildings, underground cisterns,
pipelines, and flowing springs that fall within the program area and within one
half mile of the perimeter of the program.,

4. I available, a SEG P1 with all source and receiver points should be made
available to the Oil and Gas Division upon filing of the seismic completion report
within 30 days of the completion of the program.

5. Itis required that within seven days of initial contact between the permitting agent
and the operator of the land, the permitting agent shall provide the operator of the
land and each landowner owning land within one-half mile of the land on which
geophysical exploration activities are to be conducted a written copy of section
38-08.1-04.1 and chapter 38-11.1. The permitting agent shall file an affidavit with
this office confirming compliance with such notification.

6. The permit agent shall notify the operator of the land at least seven days before
commencement of any geophysical exploration activity, unless waived by mutual
agreement of both parties. The notice must include the approximate time schedule
and the location of the planned activity.

600 E Boulevard Ave - Diept 405, Bismarcle, North Dakota 38505-0840 Phoue (701)328-8020 Fax (701)328-8022

Lynn 1. Helms - Director Bruce E. Hicks - Assistant Director



Oil and Gas Division

Lvnn D. Helms - Director Bruce E. Hicks - Assistant Director
Department of Mineral Resources
Lynn D). Helms - Director

NORTH DAKEYA

North Dakota Industrial Commission
www.oilgas.nd.gov

OiL_AND GAS DIVISION

Should you have any questions regarding this matter, feel frce to contact me at 701-
328-8020, or Tom Torstenson at the number listed in paragraph 1.

Sincerely,

o L @%M/J

Todd L. Holweger
Mineral Resources Permit Manager

Mr. Bruce Fulker
One Riverway, Ste 440
Houston, TX 77056

600 E Boulevard Ave - Dept 405, Bismarck, North Dakota 58505-0840 Phone (701)328-8020 Fax {701)328-8022



Oil and Gas Division

NURTH DAKOTA

Lynn I Helms - Director Bruce E. Hicks - Assistant Director
Department of Mineral Resources
Lyrn D. Helms - Director

L ' North Dakota Industrial Commission
OIL AND GAS DIVISION WWW. oilgas.nd.gov

November 14, 2006

The IHonorable Mae Steich
Bottineau County Auditor
314 West 5™

Bottineau, ND 58318-1204

RE: Geophysical Exploration
Permit # 97-0120

Dear Ms. Steich:

Pursuant to Section 38-08.1-04.2 of the North Dakota Century Code, plcase be advised that
Quantum Geophysical, Inc. was issued the above captioned permit on November 14, 2006 and
will remain in effect for a period of one year.

Should you have any questions, please contact our office.

incerely, ;
Tadd L. Holweger
Mineral Resources Permit Manager

600 E Boulevard Ave - Dept 403, Bismarck, North Dakota 58505-0840 Phone (701)328-8020 Fax (701)328-8022



uantum Geophysical, Inc.

10 e
December 12, 2006 o

North Dakota Industrial Commission
Dept of Mineral Resources

Oil & Gas Division

600 E. Bonlevard Ave. Dept 405
Bismarck, ND 58505-0840

Attn: Todd Holweger
Re: Peabody 3D Project

Geophysical Permit 97-0120

Bottineau County
Dear Mr. Holweger;
This Ictter shall serve as certification that Quantum Geophysical, Inc. has contacted
all surface owner’s within the boundaries of the above referenced survey. All
surface owners’ have signed permits, been provided written copies of section 38-
08.1-04.1 and chapter 38-11.1 of the geophysical exploration regulations and notified
of the start of operations. In addition all individuals owning lands with %2 mile of the
survey boundary have been provided via US mail a copy of the required regulations.

If you have any questions please contact me at (713) 840-3380.

Yours truly,

W o

Bruce Fulker

Manager Permit Services
North America Operations

Enclosures:

ONE RIVERWAY - SUITE 2100 + HOUSTON, TEXAS 77056
Phone: {713) 850-9799 = Fax: (713) 850-7783

a Subsidiary of Geokinetics Inc. POt A &
w



uantum Geophysical, R*OPY

a Subsidiary of Geokinetics Inc.

q70'"

- '.J‘:.:t:i_‘ 3:_'!.'_'.:‘“ -
November 1, 2006 . an

£

Lo

Afttention: Landowner’s

Re: Notice of Geephysical Operations

Quantum Geophysical, Ine. is eurrently contacting landowner’s in Township 162
North, Ranges 76-77-78 West and Township 163 North, Ranges 77-78 West,
Bottinean County, North Dakota concerning a 3D seismic survey across lands in this
area. North Dakota Industrial Commission, Oil and Gas Division Regulations
require s to provide you with a copy of section 38-08,1-04.1 and chapter 38-11.1
concerping geophysical operations, Copies of those regulations are attached.

If you have any questions concerning this project please call (713) 840-3380,
Thank you in advance for your cooperation.
Quantum Geophysical, Ine.

One Riverway, Suite 440
Houston, TX 77056

Enclosures: 2

ONFE. RIVERWAY » SUITE 2100 - HOUSTON, TEXAS 77058
Phone: (713) 850-G799 « Fax: (713) 850-7783

LR ERN e
LI
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CHAPTER 38-08.1
GEOPHYSICAL EXPLORATION REQUIREMENTS

33.08.1-01. Definitions. As used in this chapter, unless the context requires otherwise:

1. "Commission" means the industrial commission,

2. "Geophysical exploration® means any method of obtaining petroleum-related
geophysical surveys.

3. “Operator of the iand® means the surface owner or the surface ownar's tenant of the
land upan or within one-half mile [.80 kilometer] of the land on which geophysical

operations are to be conducted.

4. ‘“Permitting agent” means a person who sacures a permit from an operator of the
land to conduct geophysical exploration activities.

5. ‘"Person™ means and Includes any natural person, corporation, limited lability
company, assoclation, parinership, recslver, trustes, executor, administrator,
guardian, fiduciary, or other representative of any kind, and includes any
department, agency, or Instrumsentality of the state or of any governmental

subdivision therecf,

38-08.1-02. Enforcoment by commission - Persons raquirad to comply with
chaptar. Notwithstanding any other provision of this chapter, the commission Is the primary
enfarcement agency goveming geophysical exploration in this state. Any person In this state
engaged In geophysical exploration or engaged as a subcontractor of 2 person engaged In
geophysical exploration-shall comply with this chapter; provided, however, that compllance with
this chapter by a crew or lts employer constitutes compllance herewith by that person who has
engaged the service of the crew, or its employer, as an Indspendent contractor,

35-08.1-03. Deemed doing business within state - Resident agent. A person must
be deemed doing business within this state when engaged in geophysical exploration within the
boundaries of this state, and shall, if not already qualified to do business within the state under
chapter 10-19.1, prior {o such exploration, file with the secretary of state an authorization

designating an agent for the service of process.
38-08.1-03.1. Surety bond - Certificate -~ Release,

1. A geophysical exploration contractor deslring to engage in geophyslcal exploration in
this state shall file with the commission a good and sufficlent surety bond iIn the
amount of fifty thousand dollars if the contractor Intends to conduct shot hole
operations or in the amount of twenty-five thousand dollars If the contractor intends
to use any other method of geophysical exploration. Each subcontractor engaged
by the geophysical exploration contractor for the drilling or plugging of selsmic shot
holes must file with the commission a good and sufficient surety bond In the amount
of ten thousand dollars. The bond must be in a form prescribed by the commission
and must indemnlfy all owners of property within the state, Including the state and its
palitical subdivislons, against physical damages to property which may result from
geophysical exploration and the plugging of drill holes. The bond must cover all
geophysical exploration and plugging operations conducted within one year of the
date the bond Is Issued and must be automatically renewed unless the commission
and the person coversd by the bond recelve notice sixty days before any
anniversary date of the surety's Intent not to renew the bond. {f the surety does not
renew the geophysical exploration contractor's bond, the surety’s liabllity under the
bond ceases six years from the date that geophysical exploration or reclamation
covered by the bond was last conducted in the state. If the surety does not renew

Page No. 1



the drilling or plugging bond, the surety’s liabllity under the bond ceases two years
from the date the drilling and plugging covered by the bond was last conducted In
this state. A person required to post a bond under this subsection may post cash or
a certificate of deposit in lieu of the bond under niles adopted by the commission.

The aggregate [fabllity of the surety on the bond may In no event exceed the amount
of the bond.

Upon filing the bond required by this section and presenting a cedificate of authority
to transact business in this state Issued under sectlon 10+16.1-138, a cerlificate of
incorporation lssued under chapter 10-19.1, or some other certificate Issued by the
secretary of state showing the nams of the person designated as resident agent for
service of process, the commisslon shall issue to the person desiring to engage in
geophysical exploration or plugging operations or any subcontractor of that person a
certificats showing that the bond has baen filed and showing the name and address
of the suraty company and the name of the person designated resident agent for

service of pracess.

The proceeds of a surety bond bacome the property of the commission or the eash
or certificate of deposit posted in lieu of a surety bond may not be returned to that
person if the principal or parson posting the bond, cash, or certificate of deposit fails
to comply with this chapter and rules adopted by the commission under this chapter,
This must be determined by the commiasion after notice and hearing In accordance
with rules adopted by the commission. Notice of the hearing must be given to the
principal and surety on the bond or to the person pusting the cash or certificate of
deposit by mailing a copy of the notice of hearing and a copy of a complaint, stating
the grounds for forfelture to them, filed by the commission. This must be done by
cerfified mall, retum receipt requested, and addressed to their fast-known sddress
listed with the commisslon. If the principal or surety or person posting the cagh or
certificate of deposit has a defense {0, or otherwlsa wishes to contest the complaint

" of the commisslon, that person must flle a written statement or answer getting forth

the defense with the commisslon at least three buslness days befora the
commission hearing. Any defense or reason for contesting the complaint ls walved
If that person falis to do s0, The commission may treat the failure to file a defense or
raason to contest the complaint or the fallure to appear at the hearing as default by
the parly. If the commission determines the principal on the bond or the pereon
posting the cash or certificate of deposit as security has complied with this chapter
and rules adopted by the commission under this chapter, including the proper
plugging of wells and seismic holes and reclamation of the surrounding affected
area, with respect to all operations secured by the bond, the commission shall
release the obligation of the bond or return the cash or certificate of deposit upon its

naxt anniversary date,

38-08.1-04. Application for permit to engaga In geophysical exploration. Any
person deslring to engage In geophysical exploration bsfare actually engaging In the explaration
shall file an application for a permit to engage in geophysical exploration with the commission.
The application for a permit for geophysical exploration must Include the following:

1.

The name, address, and telephone number of the person intending to engage In

geophysical exploration or plugglng operations and the name and telaphone number

of any local representative who may be contacted by the commission concemning
geophyslcal exploration activiiies. ,

The name, address, and telephons number of any subcontractors, including drilling
and plugging subcontraciors, to be employed by the person Intending fo conduct
geophyslecal exploration or plugging operations,

The name and address of the resident agent for service of process of the person
Intending to engage In geophysical exploration.

Page No., 2



6.

The date upon which geophysical exploration is to begin.

The approxitnate number and depth of any drill holes and the specific locatlon of any
drill holes or a description of the property on which the geophyslcal exploration is to
be conducted described by township, range, section, and quarter section.

A fee of up to ane hundred dollars.

The person making application for a geophysical exploration permit shall file an amended
application whenever there Is any new Information or a changae In the Information contained in the

application on fifa with the commissian.

SECTION 2. AMENDMENT. Saction 38-08.1-04.1 of the North Dakota Century Code is
amanded and reenacted as follows:

38-08.1-04.1. Exploration parmit.

1.

Upon filing a complete application for permit to explora pursuant to section
38-08.1-04, the commission may Issue to any person desiring to engage in
geophysical exploration a "geophyslcal exploration permit®. A person may not
engage in geophysical exploration activitias in this state without having first obtainad
a geophysical exploration permit from the commiasion.

. The penmit must show, at a minimum:

The name of the person.
The name and address of the resldent agent for service of procass.

a.
b.

- o That an application to engage In geophysical exploration has been duly filed.
d.

That a good and sufficlent surety bond has been filed by the person, naming
the surefy company and giving its addreas.

The permit must be signed by the director of the commisslon's oll and gas division or
the director’s designae. The permit s valid for one year,

Within seven days of initial contact between the permitting agent and the operator of
the land, the permitting agent shall provide the operator of the land and each
landowner owning land within one-haif mile [.80 kilometer] of the land on which
gg?hysical exploration activities are to be conducted a written copy of section
38-08.1-04.1 and chapter 38-11.1.

The permitting agent shall notify the operator of the land at least seven days before
the commencemesnt of any geophysical exploration activity, unless waived by mutual
agreament of both parties. The notice muet include tha appraximate time schedule

and the location of the planned activity.

The parmit or a photostatic capy thereof must be carried at all times by a8 member of
the crew during the period of geophysical exploration and must be exhibited upon
demand of the landowner or tenant operator or county or state official.

The parmitholder shall notlfy the county auditor or the auditor's designes at jeast
twenty-four hours, excluding Saturdays and holidays, before the permitholder
commences geophysical exploration in the county. Notice must Include the
approximate time schedule and location of the planned activity.

38-08.1-04.2. Notification of Issuance of parmit - Revocation - Suspension, The
cammission shall immedlately forward notice of the Issuance of a permit to the board of county
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commissioners of the county in which the lands are located. The commission may revoke the
permit of any perean engaging in geophysical exploration upon a showing that that person has
violated any applicable requiremant pertaining to geophysicaf exploration. Tha commission shall
notify that person, by the most effective written means, of the permit revocation, Upon
notification, the person engaging in geophysical exploration may, within fiteen days, request a
hearing before the commisslon on the matter. The commission shall elther affirm, modify, or
deny tha parmit revocation. The commission may also suspend the permit temporarily in those
cases where climate and physical conditions are such as to cause harm, damage, or undue
stress to roads, bridges, pastures, crops, or other physical features. For these same reasons, a
board of county commissloners, upon notice to the permithalder and the commission, also may
suspend, for not fonger than forty-eight hours, a permit for operations within tha county.

38-08.1-05. Duty to fila record showing where work performed. Within thirly days
following any calandar month In which geophysical exploration s begun by any person within this
state, such person shall file with the commission and shail send to the owner ar occupier of any
land upon which work Is begun, a record showing the township, range, section, and quarter
saction in the county [n which such work was performed and the date upon which such work was
commenced. The notice also must include the actual shot point location and the amount of

explasive charge, If any, in each drifl hole.
38-08.1-06. Duty to plug drill holas - Panaity.
1. . Drill holes must ba plugged and abandoned as required by this section.

2. The selsmic company responsible for the plugging and abandonment of selsmic

.. ghot holes shall notify the commission in writing that It intends to plug and abandon

tha drilf hole. The required notlce must be received by the commission at least

. twenty-four hours before the time plugging activities are scheduled to begin. The

.. natice must include the date and time the activitles are expected to commencs, the

location by section, township, and range of the holes to be plugged, and the name

- and telephone number of the person In charge of the plugging operations. A copy of

the notice must be sent to the landowner or lessee at the same time it Is sent to the

commission, The ssismic company shall notly the commission in writing upon
completion of tha plugging operation.

3. Al selsmic shot holes must be plugged as soon after being used as reasonably Is
practicable; howsver, they may not remain unplugged for a period of more than thirty
days unless, upon appllcation, the commission grants an extension which may naot
exceed ninety days. All selsmic shot holes must he tamporarily capped during the

period between drilling and final plugging.

4. The plug must have permanently affixed o it a durable nonrusting metal or plastic
tag or plate Imprinted with the name of the operator responsible for the plugging of
the hole and the operator's permit number.

5, Thae surface around each seismic shot hole must be restored to its origlnal condition
Insofar as restoration Is practicable and alf stakes, markers, cables, ropes, wires,
primacord, cement or mud stacks, and any other debris or material not native to the
area must be removed from the drill site and lawfully disposed of.

38-08.1-06.1. Plugging raquirements - Rules - Liability for damage. All seismic holes
must be plugged In accordance with rules adopted by the commission. The commission shall
review and revise its rules governing plugging requirements as technology In the field evolves.
The saismic company Is llable for all damages resulting from fallure to comply with rules adopted

by the commission pursuant to this section.
38.08.1-07. Civll and criminal penalties.
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1. A person wha violates any provislon of this chapter or commission rule or order is
subject to a civil penalty imposed by the commission not to exceed one thousand
dollars for each offense, and each day's violation Is a separate offense. A penalty
imposed under this section, if not pald, may be recoversd by the commission In the
district court of the county in which the defendant reslides, or in which any defendant
resides if thera [s more than one defendant, or In the district court of any county in
which the violation occurred. Payment of the penalty does not legalize the activity
for which the penalty was imposed, or relieve the person upon whom the penalty
was Imposed from liabllity to any other person for damage caused by the violation,

2. Notwithstanding this section, a person who willfully viclates any provision of this
chapter or a commission rule or order Is gulity of a class C falony.

38-08.1-08. Commission to adopt rules. The commission may adopt and enforce
rules to Implement this chapter.
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CHAPTER 38-11.1
OIL AND GAS PRODUCTION DAMAGE COMPENSATION

38-11.1-01. Legislative findings. The legislative assembly finds the follawing:

1. It is necessary lo exerclse the police power of the state to protact the public welfare
of North Dakota which is largely dependent on agriculture and to protsct the
econornic well-being of individuals engaged in agricultural production.

2. Exploration for and development of oll and gas reserves In this state Interferes with
the use, agricultural or otherwise, of the surface of cartaln land.

3. Owners of the surface estate and other persons should be justly compensated for
injury to thelr parsons or property and Interfarence with the use of their property
occasioned by oil and gas development.

38-11.1-02. Purpose and interpretation. It is the purpose of this chapter to provide the
maximum amount of constitutionally permissible protection to surface owners and oma;dpemons
from the undesirable effects of development of minerals. This chapter is {o be intarpreted in light
of the legisiative Intent expressed hersin. Seclions 38-11,1-04 and 38-11.1-05 must be
interpreted to benefit surface owners, regardless of whether the mineral estate was separated
from the surface estate and regardiess of who executed the document which gave the mineral
developer the right to conduct drilling operations on the land. Sections 38-11.1-06 through

38-11.1-10 must be interpretad to benefit all persons.

38-11.103. Definitions. In this chapter, unless the context or subjact matter otherwise
requlras:

1.  “Agricultural production® means the production of any growing grass or crop
aftached to the surface of the land, whether ar not the grass or crop is to be sold
commaercially, and the production of any farm animals, including farmed elk, whethar
or not the animals are to ba sold commercially.

2. "Driling operations" means the drilling of an oil and gas well and the production and
complation operations ensuing from the drilling which require enfry upon the surface
estate and which were commenced after June 30, 1979, and oil and gas geophysical
and seismograph exploration activities commenced after June 30, 1983,

3. "Mineral developer" means the person who acquires the mineral estate or lease for
the purpose of extracting or using the minerals for nonagricultural purposes.

4. "Mineral estate" means an estate in or ownarship of all or part of the minerals
underlying a specified tract of land.

5. "Minerals" means oil and gas.

6. ‘“Surface estate” means an estate in or ownership of the surface of a particular tract
of land.

7. “Surface owner’ means any person who holds record title to the surface of the land
as an owner.

38-11.1-03.1. Inspection of well site. Upon request of the surface owner or adjacent
landowner, the state department of health shall inspect and monitor the well site on the surface
owner's land for the presence of hydrogen suffide. If the presence of hydrogen sulfide is
indicated, the stata department of health shall issue appropriate orders under chapter 23-25 to
protect the heaith and safety of the surface owner's health, welfare, and property.
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_ 38-11.1-04. Damage and disruption payments. The mineral devsloper shall pay the
surface owner a sum of money equal to the amount of damages sustained by the surface owner
and the surface owner's tenant, if any, for loss of agricultural production and income, lost land
value, lost use of and access to the surface ewner’'s land, and lost value of improvements caussd
by driling operations. The amount of damages may be determined by any formula mutually
agresable between the surface owner and the mineral developer. When determining damages,
consideration must be given to the perlod of time during which the loss occurs and the surface
owner may elect to be paid damages in anrual installments over a period of time; excapt that the
surface owner must be compensated for harm caused by exploration only by a single sum
payment. The payments conternplated by this section only cover land directly affectad by drilling
operations. Payments under this sectlon are intended to compensate the surface owner for
damage and disruption; any reservation or assignment of such compensation apart from the
surface estate except to a tenant of the surface estate is prohibited. In the absence of an
agreement between the surface owner and a tenant as to the division of compansation payahle
under this section, the tenant is entitled to recover from the surface owner that portion of the
compensation aftributable to the tenant’s share of the damages sustained.

38-11.1-05. Notice of drilling operations. Except for exploration activitles governed by
chapter 38-08.1, the mineral developer shall give the surface owner written notlce of the driiling
operations contemplated at least twenty days prior to the commencement of the operations,
unless walvad by mutual agresment of both parties. If the nineral developer plans to begin
drilling operations within twenty days of the termination date of the mineral leass, the required
notice under this section may be given at any time prior to commencament of drifling operations.
This notice must be given to the record surface owner at that person's address as shown by the
records of the county recorder at the time the notice Is given. This notice must sufficiently
disclose the plan of work and operations to enable the surface owner fo evaluate the effect of
drilling operations on the surface owner's use of the property. included with this notice must be a
form prepared by the director of the oil and gas division advising the surface owner of the surface
owner's rights and options under the chapter, including the right 1o requaest the state depariment
of health to inspect and moenitor the well site for the preseance of hydrogen sulfide. If a mineral
developer falls to give notice as provided under this section, the surface owner may seek any
appropriate refief in the court of proper jurisdiction and may receive punitive as well as actual

damages.

38-11.1-06. Protection of surface and ground watar - Other responsibllities of
mineral daveloper. If the domaestic, livestock, or irrigation water supply of any parson who owns
an interest In real properly within one-half mile [804.87 meters] of where geophysical or
seismograph activities are or have been conducted or within one mile [1.61 kllometers] of an oil
or gas well site has been disrupted, or diminished In quality or quantity by the drilling operations
and a certified water quality and quantity test has heen performad by the person who owns an
Interest In real property within one year preceding the commencement of drilling opsrations, the
person who owns an interest in real property is entitled to recover the cost of making such
repairs, alterations, or construction that will ensure the delivery to the surface owner of that
quality and quantity of water avallable to the surface owner prior to the commencement of drliling
operations. Any person who owns an interest in real property who obtalns all or a part of that
person's water supply for domestic, agricultural, industrial, or other beneficial use from an
underground source has a clalm for relief against a mineral developer to recover damages for
disruption or diminution in quality or quantity of that person's water supply proximately caused
from drilling operations conducted by the mineral developer. Prma facle avidence of injury under
this section may be established by a showing that the mineral developer's drilling operations
penstrated or distupted an aquifer In such & manner as to cause a diminution in water quality or
guantlty within the distance llmits Imposed by this sectlon. An action brought under this section
when not otherwise specifically provided by Jaw must he brought within six years of the time the
action has accrued. For purposes of this section, the claim for relief is deemed to have accrued
at the time it is discovered or might have been discovered in the exercise of reasonable

diligence.

A tract of land is not bound to recelve water contaminated by drlling operations on
another tract of land, and the owner of a tract has a claim for rellef against a mineral developer to
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recover the damages proximately resulting from natural drainage of waters contaminated by
drilling operations.

The mineral developer is also responsible for all damages to person or property resulting
from the lack of ardinary care by the mineral developer or resulting from a nuisance caused by
drilling operations. This section does not create a cause of action if an appropriator of water can
reasonably acquire the water under the changed conditions and if the changed conditions are a
result of the legal appropriation of water by the mineral developer.

38-11.1-07. Notification of injury. Any person, to receiva compensation, under
sections 38-11.1-08 and 38-11,1-08, shall notify the mineral developsr of the darmages sustained
by the person within two years after the injury occurs or would become apparent to a reasonabie

persan.

38-11.1-08. Agreement - Offer of settlement. Unless both parties provide otherwise by
written agreemsnt, at the tima the nofice required by section 38-11.1-05 is given, the mineral
developer shall make a written offer of seltiement to the person seeking compensation for
damages when the notice required by section 38-11.1-05 Is given. The person seeking
compensation may accept or reject any offer so mada.

- 38-11.1-09. Rejection - Legal action - Feas and costs. |f the person seeking
compensation rejects the offer of the mineral developer, that person may bring an action for
compensation in the court of proper jurisdiction. If the amount of compensation awarded by the
court is greater than that which had been offered by the mineral daveloper, the court shall award
the person seeking compensation reasonable attorney's fees, any costs assessed by the court,
and interest on the amount of the final compensation awarded by the court from the day drilling Is
commenced. The rate of interest awarded must be the prime rate charged by the Bank of North
Dakota on the date of the judgment.

38-11.1-10. Application of chapter. The remedies provided hy this chapter do not
precluds any person from saeking other remedies allowed by law. This chapter does not apply to
the operation, maintenance, or use of a motor vehicle upon the highways of this state as these
terms are defined in section 39-01-01. .
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