MONTANA BOARD OF OIL AND GAS CONSERVATION
FINANCIAL STATEMENT

EXHIBIT 1

As of 4/16/2020
Fiscal Year 2020: Percent of Year Elapsed - 80%
B " Budget | Expends % Remaining Budget | Expends % _ Remaining
Regulatory Personal Services 1,263,751 839,331 | 66 || 424420 Carryforward FY18 | | |
uic Personal Services 277.410 172,437 | 62 i[ 104,973 Personal Services 40,472 0.0 40,472
Total 1,541,161 1,011,768 66 || 529,393 Operating Expenses 40,471 | 0.0 40,471
Equipment & Assests 30.000 0.0 30.000
Regulatory Equipment & Assets 46,371 - - 46,371 Total 110,943 0.0 110,943
juic Equipment & Assets 10.179 E -1 10,179
| Total 56,550 -] -] 56,550 Carryforward FY19 !
Personal Services 20,180 | 0.0 20,180
Regulatory |Operating Expenses: | Operating Expenses 60,540 | 0.0 60,540
'Contracted Services 135,211 58,011 | 43 77,200 Equipment & Assests B 0.0 -
|Supplies & Materials 54,903 | 43257 | 79 11,646 Total 80,720 0.0 80,720
|Communication 77,777 25779 | 33 51,998 |
Travel 34,276 12,637 37 21,639
Rent 29,602 18,124 61 11,478
Utilities 19,762 9,445 48 10,317
Repair/Maintenance 33,292 22,117 66 | 11,175
\Other Expenses 25,092 18890 | 75 | 6,202
| Total Operating Expenses 409,915 208,261 | 51 201,654
| i
uiC |Operating Expenses: |
|Contracted Services 29,679 10,592 | 36 19,087
Supplies & Materials 12,052 9082 | 75 2,960 |
Communication 17,114 | 5866 34 11,248
Travel 7,524 | 4,250 56 3,274
Rent 6,498 3,979 61 2,519
Utilities 4,338 2073 | 48 2,265
Repair/Maintenance 7,308 4,344 59 2,964
Other Expenses 5,508 8,103 | 147 (2,595)
Total Operating Expenses 90,021 48,298 | 54 41,723
|
Total 499,936 256,558 | 51 | 243,378
Regulatory | 2020 Total |2020 Total
Funding Breakout Regulatory Budget |Expends UIC Budget UIC Expends Budget Expends %
State Special 1,720,037 1,047,592 377,610 220,735 2,097,647 | 1,268,327 | 605
Federal 2019 UIC
(10-1-2018 to 9-30-2019) 107,000 107,000 107,000 | 107,000 | 100.0
Federal 2020 UIC '
(10-1-2019 to 9-30-2020) 2 - | 106,692 = 106,692 -] 00
Total 1,720,037 | 1,047,592 | 591,302 | 327,735 | | 2,311,339 | 1,375,327 | 59.5



|REVENUE INTO STATE SPECIAL REVENUE ACCOUNT

REVENUE INTO GENERAL FUND FROM FINES

HAWLEY OIL LLP
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$ 24930

FY 20 FY 19
Oil & Gas Production Tax $ 817,200 $ 3,862,817
Oil Production Tax 784,512 3,607,367
Gas Production Tax 32,688 255,450
Drilling Permit Fees 9,725 13,375
UIC Permit Fees 240,900 241,300
Interest on Investments 37,193 41,955
Copies of Documents 329 526
Miscellaneous Reimbursements - 15,200
TOTAL $ 1,105,347 $ 4,175,173
REVENUE INTO DAMAGE MITIGATION ACCOUNT
FY 20 FY 19
RIT Investment Earnings: $ 290,380 $ -
July - -
August 61 -
September 34,760 -
October 63,320 -
November 35,618 -
December 28,735 -
January 30,921 -
February 33,319 -
March 28,212 -
April 35,433 -
May - -
June - -
Bond Forfeitures: 19,878 80,310
Interest on Investments 5,972 9,337
TOTAL $ 316,229 $ 89,647
INVESTMENT ACCOUNT BALANCES
Regulatory Account $ 3,668,278
Damage Mitigation Account $ 551,502




DAMAGE MITIGATION CONTRACTS

Name Authorized Amt Expended Balance Status Expiration Date
Beery 2 and Beery 22-24 Wells Plug and Reclaim $ 176,500 $ 165,704 $ 20,796 Under Contract 12/31/2019
Alturas Plug, Abandon, and Reclaim Wells 249 677 207,049 $ 42 628 Under Contract 6/30/2021
TOTAL $ 426,177 $ 362,753 $ 63,424
CONTRACTS
Name Authorized Amt Expended Balance Status Expiration Date
MT Tech - EIm Coulee EOR Study (MOU 127220) $ 863,905 $ 717,168 $ 146,737 Completed 12/31/2019
Agency Legal Services 2020 70,000 15,033 54,967 Under Contract 6/30/2020
COR Enterprises - Billings Janitorial 30,000 18,905 11,095 Under Contract 6/30/2020
Production and Injection Form Data Entry 66,000 46,544 19,456 Under Contract 2/28/2020
TOTAL $ 1,029,905 $ 797650 $ 232,255
Agency Legal Services
Expenditures in FY20
Case Amt Spent
BOGC Duties $ 15,033




EXHIBIT 2

Privilege & License Tax Overview

Current tax rate: Q26" .25

Proposed rate: 0.30 (Statutory Maximum)

With the following assumptions:
e Miscellaneous income, including permit fees, will be negligible for the foreseeable future.

* Aforecast was developed with oil prices as low as $5 climbing to $18 by the end of the
biennium. However, the amount of shut-in production is likely to be the primary driver and is
unknown,

e Ignoring shut-in wells and using the price forecast alone, income to the earmarked revenue
account for the quarters preceding the end of the biennium will be significantly less than
budgeted expenditures.

e With the maximum tax rate set in statute, additional cuts in expenditures will have to be
made if prices do not recover prior to the end of the biennium.

Request:

A motion to authorize the staff to proceed with rulemaking to raise the privilege and license tax rate
to 100% of the rate allowed in statute, or 0.30 per cent effective October 1, 2020.



4/20/20

20|

Oil and Gas Tax Receipts

Month | Months CY | FY Prod Receipt | OilProd | GasProd @ Oil$ ' Gas$ Tax | Oil value | GasValue | P &LIncome
0|Oct-Dec |4Q-2014 FY15Q2 | (tax period) (bbls) | (mcf) '
| 1|Jan-Mar [1Q-2015 [FY 15 Q3 [ |
2| Apr-Jun |20-2015 [FY 15 Q4 X 7,810,865 12,179,729 | |
'3[Jul-Sep  [3Q-2015 [FY 16 Q1 7,601,245] 11,871,092 10.0009] $255990|  $22,260|  $278,250
B 4/Oct-Dec |4Q-2015 [FY 16 Q2 7,298,987 12,106,945 10.0009] $311,792] $19,902|  $331,694
5Jan-Mar 1Q-2016 FY16Q3 | CY3Q-2015 | 6,927,288 12,117,577 10,0009 $222,612] $19358)  $241,970]
6/AprJun 2Q-2016 FY16Q4 | CY4Q-2015 6,593,334 11,926,311 (0.0009| $183,954|  $18,999 $202,953|
7]JulSep |30-2016 [FY17Ql| CY1Q-2016 | 6,252,329 11,738,064] [0.0009] $144,279]  $18,699||  $162,977
B 8/Oct-Dec 4Q-2016 [FY17Q2 | CY2Q-2016 5,963,118 11,552,789 100009 $203,939] $11,437|  $215376
9/Jan-Mar |1Q-2017 [FY17Q3 | CY3Q-2016 | 5,711,869 11,370,438 0.0009] $195,346|  $16,578 $211,924
10/ Apr-Jun |2Q-2017 |[FY17 Q4 | CY4Q-2016 | 5,497,224) 11,190,966 0.0030 $626,684  $59,424||  $686,108
11Jul-Sep [3Q-2017 [FY18Q1l| CY1Q-2017 | 5,301,250 11,014,328 $38.00] $1.77/0.0030] $604,343] $58,486 $662,829)|
B 12 Oct-Dec |4Q-2017 FY18Q2 | CY2Q-2017 | 5,124,593] 10,840,477 $49.00| $1.77/0.0030 $753315 $57,563|  $810,878
13Jan-Mar [1Q-2018 FY18Q3 | CY3Q-2017 | 4,964,006 10,669,371 $49.00 $1.77/0.0030/ $729,709 $56,654|  $786,363
| 14|AprJun 2Q-2018 |[FY18Q4 | CY4Q-2017 | 4,816,981 10,500,966 $49.00/ $1.77 0.0030 $708,096| $55760||  $763,856
15Jul-Sep [3Q-2018 [FY19Q1| CY1Q-2018 | 4,681,541 10,335,219 $50.00 $1.77) 0.0030] $702,231] $54,880]  $757,111
16 Oct-Dec 4Q-2018 [FY19Q2 | CY2Q-2018 | 4,556,106 10,172,089 $55.00 $1.77/0.0030 $751,757| $54,014| $805,771
17/Jan-Mar 1Q-2019 [FY19Q3 | CY3Q-2018 | 5,129,828 10,007,214  $48.79) $2.34/0.0030 $750,853| $70,251|  $821,104
18|Apr-jun |2Q-2019 [FY19Q4 | CY4Q-2018 | 4,887,705 9,842,775 $54.57| $1.20/ 0.0030| 5800,166  $35,434| $835,600
19Jul-Sep 3Q-2019 [FY20Q1 | CY1Q-2019 | 5516,389  9,751,351] $49.68 | $1.70 | 0.0025| $685,078] $41,443[|  $726,521
20 Oct-Dec [4Q-2019 FY20Q2 | CY2Q-2019 | 5241,430 9,169,466 $15.00 $1.70|0.0025 $196,553  $38,970|  $235,523
21/Jan-Mar [10-2020 FY20Q3 | C€Y3Q-2019 | 4,999,955 | 9,455,933 $5.00 | $1.70 0.0025| $62,499] $40,188||  $102,687
22/Apr-Jun_[2Q-2020 FY20Q4 | CY4Q-2019 | 4,796,775 9,311,598 $5.00 | $1.700.0030  $71,952  $47,489 $119,441
23[JulSep [30-2020 [FY21Q1| C€Y1Q-2020 | 4,597,654 | 9,169,466  $10.00  $1.70 0.0030] $137,930] $46,764|  $184,694
24/Oct-Dec [4Q-2020 FY21Q2 | CY2Q-2020 | 4,429,075 | 9,029,504 $15.00 $1.70 0.0030 $199,308] $46,050|  $245359
~ 25[Jan-Mar [1Q-2021 [FY21Q3 | CY3Q-2020 | 4,278,087 | 8,891678| $15.00 | $1.70|0.0030| $192,514| $45348|]  $237,861
26 Apr-Jun_[20-2021 [FY21Q4| CY4Q-2020 | 4,142,205 | 8,755,956 $18.00| $1.70 0.0030| $223,679]  $44,655||  $268,334
| | I | | l
- 1 rvao21 ] | 38,001,570/ 73,534,952 1$1,769,512] $350,908|  $2,120,420




4/20/2020

Special Revenue Account

oy |

Month | Months FY Prod Receipt | Expenditures | Revenue Beginning End
0/Oct-Dec |4Q-2014 FY 15 Q2 [(tax period) .
1Jan-Mar |1Q-2015 [FY15Q3 | ] T
2|Apr-Jun |2Q-2015 |FY 15Q4 |x |
3/Jul-Sep 3Q-2015 [FY16Q1 | ' ~$3,990,171 | $3,383,390
 4/Oct-Dec |4Q-2015 |FY 16 Q2 ] $3,383,390  $2,874,838 |
5 Jan-Mar |1Q0-2016 |FY 16 Q3 |CY 3Q-2015 $734,812 $482,484)  $2,874,838 | $2,622,510 |
6 Apr-Jun |2Q-2016 |FY 16 Q4 |CY 4Q-2015 $694,430 $268,804  $2,622,510 |  $2,196,884
7/ul-Sep |3Q-2016 |FY 17 Q1 |CY 1Q0-2016 $500,634] $206,371]  $2,196,884  $1,902,621
8/Oct-Dec |4Q-2016 |FY 17 Q2 |CY 2Q-2016 $851,988 $268,152  $1,902,621  $1,318,785| |
9/lan-Mar [1Q-2017 |FY 17 Q3 |cY 3Q0-2016 $832,589) $395,648  $1,318,785 sss1,844 | |
10/ Apr-Jun [2Q-2017 [FY 17 Q4 |CY 4Q-2016 $967,928| $783,075  $881,844 $696,990 |
11/Jul-Sep 3Q-2017 |FY 18 Q1 |CY 10-2017 $776,087 $838,710| $696,990 $759,613 ]
12|Oct-Dec 4Q-2017 [FY 18 Q2 |CY 2Q-2017 $628,999| $777,191] $759,613 | $907,805
13/Jan-Mar [1Q-2018 |FY 18 Q3 |CY 3Q-2017 $613,544 $960,085  $907,805 |  $1,254,345
14 Apr-Jun |2Q-2018 |FY 18 Q4 |CY 4Q-2017 $688,025| $913,996)  $1,254,345 |  $1,480,316
15 Jul-Sep |3Q-2018 |FY 19.Q1 |CY 1Q-2018 $592,215 $890,554|  $1,480,316 |  $1,778,655 B
16|Oct-Dec |4Q-2018 |FY 19 Q2 |CY 2Q-2018 1$917,635  $1,081,699]  $1,778,655 |  $1,942,719 | -
17/Jan-Mar |1Q-2019 |FY 19 Q3 |CY 3Q-2018 $598,340| $1,341,149  $1,942,719 |  $2,685,528 | -
~ 18|Apr-Jun |2Q-2019 |FY 19 Q4 |CY 4Q-2018 $469,557| $1,000,244]  $2,685,528 |  $3,216,215
19/Jul-Sep |3Q-2019 |FY 20 Q1 |CY 1Q-2019 $790,305] $904,429]  $3,216,215  $3,330,340 |
20|Oct-Dec 4Q-2019 |FY 20 Q2 |CY 2Q-2019 $577,135) $1,040,280|  $3,330,340 |  $3,793,485 |
21/Jan-Mar 1Q-2020 |FY 20 Q3 |CY 3Q-2019 $676,616 $1,065,362  $3,793,485 |  $4,182,231
22|Apr-Jun 2Q-2020 |FY 20 Q4 |CY 4Q-2019 $811,374 $218,231]  $4,182,231 $3,589,088 -
23[Jul-Sep  |3Q-2020 |FY 21 Q1 |CY 1Q-2020 $1,037,841 $215484]  $3,589,088 |  $2,766,731 | o
24/Oct-Dec |4Q-2020 |FY 21 Q2 |CY 2Q-2020 $737,841 $269,149] 52,766,731 $2,298,040 | o
25/Jan-Mar |1Q-2021 |FY 21 Q3 |CY 3Q-2020 $737,841 $461,651  $2,298040 $2,021,851|
26/Apr-Jun |2Q-2021 |FY 21 Q4 CY 4Q-2020 $737,841 $366,124  $2,021,851  $1,650,135| |
_ il ! S
Fv20/21 | | $6,106,793| $4,540,712]  $3,216,215  $1,650,135




-
EXHIBIT 3

BEFORE THE BOARD OF OIL AND GAS CONSERVATION AND THE
DEPARTMENT OF NATURAL RESOURCES AND CONSERVATION
OF THE STATE OF MONTANA

NOTICE OF PROPOSED
AMENDMENT

In the matter of the amendment of )

ARM 36.22.1242 pertaining to the )

Board of Oil and Gas Conservation )
) NO PUBLIC HEARING
) CONTEMPLATED

privilege and license tax.

To: All Concerned Persons

1. On September 25, 2020, the Board of Oil and Gas Conservation and the
Department of Natural Resources and Conservation proposes to amend the above-
stated rule.

2. The board will make reasonable accommodations for persons with
disabilities who wish to participate in this rulemaking process or need an alternative
accessible format of this notice. If you require an accommodation, contact Board of
Oil and Gas Conservation no later than 5:00 p.m. on June 23, 2020, to advise us of
the nature of the accommodation that you need. Please contact Jim Halvorson,
Board of Oil and Gas Conservation, 2535 St. Johns Ave, Billings, Montana, 59102;
telephone (406) 656-0040; fax (406) 655-6015; TDD/Montana Relay Service (408)
444-1421; or e-mail jhalvorson@mt.gov.

3. The rule as proposed to be amended provide as follows, new matter
underlined, deleted matter interlined:

36.22.1242 REPORTS BY PRODUCERS — TAX REPORT — TAX RATE

(1) remains the same.

(2) The privilege and license tax on each barrel of crude petroleum and each
10,000 cubic feet of natural gas produced, saved, and marketed, or stored within the
state or exported therefrom shall be 83-33100 percent of the rate authorized in 82-
11-131, MCA, (3/10 of 1%) of the market value thereof. This rule is effective on all
crude petroleum and natural gas produced on and after January-+-2020 October 1
2020.

AUTH: 82-11-111, MCA
IMP: 82-11-123, 82-11-131, MCA

REASON: Under current forecasts for oil and gas prices and production, the
proposed rate increase is necessary to provide adequate income for board
operations and other activities required by statute.

4. Concerned persons may submit their data, views, or arguments

concerning the proposed action in writing to: James Halvorson, Board of Qil and Gas
Conservation and the Department of Natural Resources and Conservation, 2535 St.

MAR Notice No. 36-22-XXX



2.

Johns Ave, Billings, Montana, §9102; telephone (406) 656-0040; fax (406) 655-
6015, or e-mail jhalvorson@mt.gov, and must be received no later than 5:00 p.m.,
June 23, 2020.

5. If persons who are directly affected by the proposed action wish to express
their data, views, or arguments orally or in writing at a public hearing, they must
make written request for a hearing and submit this request along with any written
comments to James Halvorson at the above address no later than 5:00 p.m., June
23, 2020.

6. If the agency receives requests for a public hearing on the proposed action
from either 10 percent or 25, whichever is less, of the persons directly affected by
the proposed action; from the appropriate administrative rule review committee of
the Legislature; from a governmental subdivision or agency; or from an association
having not less than 25 members who will be directly affected, a hearing will be held
at a later date. Notice of the hearing will be published in the Montana Administrative
Register. Ten percent of those directly affected has been determined to be 20
persons based on the number of oil and gas producers in the state.

7. The department maintains a list of interested persons who wish to receive
notices of rulemaking actions proposed by this agency. Persons who wish to have
their name added to the list shall make a written request that includes the name, e-
mail, and mailing address of the person to receive notices and specifies for which
program the person wishes to receive notices. Notices will be sent by e-mail unless
a mailing preference is noted in the request. Such written request may be mailed or
delivered to the contact person in number 5 above or may be made by completing a
request form at any rules hearing held by the department.

8. An electronic copy of this proposal notice is available through the
Secretary of State's web site at http://sos.mt.gov/ARM/Register. The Secretary of
State strives to make the electronic copy of this notice conform to the official version
of the notice, as printed in the Montana Administrative Register, but advises all
concerned persons that in the event of a discrepancy between the official printed
text of the notice and the electronic version of the notice, only the official printed text
will be considered. In addition, although the Secretary of State works to keep its web
site accessible at all times, concerned persons should be aware that the web site
may be unavailable during some periods, due to system maintenance or technical
problems.

9. The bill sponsor contact requirements of 2-4-302, MCA, do not apply.
10. With regard to the requirements of 2-4-111, MCA, the department has

determined that the amendment of the above-referenced rule will not significantly
and directly impact small businesses.

MAR Notice No. 36-22-XXX
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/s/ Is/

Steve Durrett, Chairman John E. Tubbs

Board of Oil and Gas Director

Conservation Department of Natural Resources and
Rule Reviewer Conservation

Certified to the Secretary of State [Month Day, 20##].

MAR Notice No. 36-22-XXX



EXHIBIT 4

Agenda Item: Damage Mitigation Account Authority

Request:

Board authorization to expend funds from the Damage Mitigation Account to plug and restore the
location of the CBSU 15-15 well.

Overview:

The CBSU 15-15 well is an inactive oil well located in the Tesoro Cut Bank Sand Unit which was
terminated by the Bureau of Indian Affairs during 2013. The well is a fee well which was bonded to K2
America Corporation, and the bond was forfeited at the October 2017 hearing.

The well has pressure on the casing annulus and is leaking. Attached are recent inspection reports and
pictures.

This well was not included in the list of wells previously approved by the Board but due to the pressure
and leak it has now become one of the higher priority wells on the orphaned well list.



MONTANA BOARD OF OIL AND GAS CONSERVATION
ORPHANED OR PRE-REGULATORY WELL INSPECTION REPORT

WELL NAME: CBSU 15-15 API #: 25- 035-21167

INSPECTOR: John Brown DATE: 4/1/2020

PREV. OPERATOR: K2 America Corporation SEC. 15 TWP. 32N RGE. 6W QQQ E2SWSE

Total Ranking 12 = Well Status 10 +  Loc. Status 2

DESCRIPTION OF CONDITIONS OR STATUS OF WELL AND/OR LOCATION
Orphaned SIOW with 2 3/8" tubing and rods/pump in hole. Pump jack is removed from location but
well is still hooked up to the shut-in oil flowline. Planks and timbers for pump jack base remain.
Located on cultivated farmland, presently a stubble field. Well has a history of leaking oil past tubing
head packing and soaking into the ground. Back on 1-28-2020 the well had 458 psi on the 5.5" casing
annulus and it is still pressured up today and seeping oil. Site currently covered with new snowfall so it
is hard to tell how far the leak has spread.

MONTANA B¢ ARD O
~ TANA BOA FOIL &
GAS ‘.-f_,f\.l.\E:P-"."-'f'l()N » BILLINGS

WELL STATUS RANKING POINTS
Leaking H.S or natural gas with or without wellhead; or a cased well with intact wellhead and significant 17
pressure from gas or sour gas.
Leaking water and/or oif with or without wellhead; or a cased well with intact wellhead and sufficient pressure 10
to flow water or oil.
No production casing, open hole or open surface casing; no flow.
Open production casing, no wellhead, and no flow.
Unplugged well with intact wellhead, unknown plugging requirementél)’surface problems {pits, erosion, etc.) 4
Unplugged well with intact wellhead, unknown plugging requirements, no apparent surface or underground 3
problem, or an assumed properly plugged well with significant surface restoration required.
Unplugged well with intact wellhead, known plugging requirements and no apparent surface or underground D
problems.
“pownhole condition/configuration unknown
WELL LOCATION RANKING POINTS
In a primary water supply aquifer or within% mile of public water supply well(s) or within % mile of surface ;
water used for public water supply
Within % mile of any public building or area that may be used as a place of resort, assembly, education, 6
entertainment, lodging, trade, traffic or occupancy by the public
Within % mile of a residence or private water supply weli. 5
Within % mile of surface water or wetland. 4
Within % mile of residential or urban development, or irrigated agriculture. 3
On active (non-irrigated) agricultural land. 2
In non-agricultural land, pasture, grazing or similar area. 1




RECEIVED
APR 01 2000

Well Inspection Report API#; 25 035  # 21167

MONTANA BOARD OF OIL & Date: 4/1/2020

(3AS CONSERVATION « BLL INGS

UIC: [ ]  Oil/Gas/Other:

Montana Board of Oil and Gas Conservation

Violation: Yes: D No:
Inspector:  JOHN BROWN Date Operator Notified:
Arrival Time: 7:45 anjpm Date Remedy Required:
Operator Representative(s): NONE
Others Present: N/A
Well Name: CBSU 15-15 QQQ: __ER2SWSE Sec. 15  Township: 32N Range: 6W
Operator: K2 AMERICA CORP / MT BOGC Field: CUT BANK
Failed Items or Violation Description:
Inspection Type Class I UIC Wells
Routine / Periodic Pre-operation D Injecting D Tubing Pressure: PSI
Complaint Response |:, Pre-regulatory / Orphan D Shut-In/TA: D Annulus Pressure: PSI
Compliance Verification |:I Restoration / SRA Approval D
Construction |:| Plugging Witnessed D Non-UIC Wells
Drilling / Workover I:] Pit Inspection E] Qil Well: Producing: D
Emergency Response D D Gas Well: D TA: I_—_l
Other: Abandoned; D
Comments / Description Picture: L—_l

SIOW. WELL IS ORPHAN WELL DUE TO BOND FORFEITURE BY K2 AMERICA. 5 1/2" PRODUCTION CSG W/ 2 3/8" TBG W/

RODS & PUMP IN HOLE. WELL STILL HOOKED TO SI FLOWLINE. NO PUMPJACK. PLANKS & TIMBERS FOR PUMPJACK

BASE REMAIN. WELL HAS HISTORY OF LEAKING AND STILL IS SEEPING OI. WELL MAINTAINS 400-500 PSI.

CURRENTLY SITE IS COVERED W/ NEW SNOWFALL; HARD TO DETERMINE IF LEAK HAS SPREAD.




API#:25. ©3S5 . 2/10F
Date: / fggf;aga

UIC: |:| as/Other: EI

Inspection Report e EETYED
- Montana Board of Qil and Gas Conservation I‘&EK FI\W E L2

01/2014 5 ‘2
1 4 E A0
FE:B d 5 a2 Exception / Violation:  Yes: I:l
. \9 /fi\l ~ TARA BOARD OF ODdte Operator Notified:
Inspector: 8/20 IN] = ;g?jfmbm‘ ION © BILLINGS
Arrival Time: ? 30 Q Date Remedy Required:

NoNg.

Operator Representative(s):

o

Others Present:

CBSU | 5-/S

/5 Township: 32 Range: éb\.)

Q: f/ﬁ Suw SE_Sec.:

Well Name:
Operator: _K2 AmeRicA (/ MBos C Field: __ (Cug 8RNI
Latitude / Longitude, NAD83 decimal degrees (if taken):
Failed Items or Violation Description:
Inspection Type Class IT UIC Wells —

Routine / Periodic
Change of Operator
Complaint Response
Compliance Verification
Construction

Drilling / Service Rig

Pre-drill / Well Permitting
Pre-regulatory / Orphan
Remediation / Restoration
Plugging Witnessed

SRA / Expiration

Seismic Inspection

Injecting:

[

Not Injecting: D

Tubing Pressure:

Annulus Pressure:

PSI
PSI

Non-UIC Wells —
0Oil Well: Ez
Gaswell: [ ]
Other:

() s [

[l

Producing:

Abandoned:

HiEnInNn.

L

Emergency Response

OO0 OO0Ox

Pit Inspection

S 7,

Comments / Description Picture: g_
POND FORE/TURT . DRPHIN WELL -
W Purp el | 1dood Bass Paks Lemprn . Ao ElscrtricAl
LAST Pducs ) 2003 . SW Aod. ose w/ R 786 «/
RIS o Purmp i fhls :  st2¢L pooked 70 S T. Floling,
_;_o«fjj_ LRcATED 3n FRamladd. NO LTz or A<
WMWEL) s SHLL LsakNG &1l From T Bb— HeAd PACK W) &
£ S0aRiNG D Grownd N GET dinmetee circls Aroun O
WLl HeAN,  Well HAS 458 ST oN Casmb- Annales .

o™



API#:25- O35 . 2//6 7
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DEPARTMENT OF NATURAL RESOURCES EXHIBIT 5
AND CONSERVATION
BOARD OF OIL AND GAS CONSERVATION

STEVE BULLOCK, GOVERNOR OIL AND GAS CONSERVATION DIVISION

4 ——STAIE OF MONTANA

TO: Members, Board of Oil & Gas Conservation
FROM: J.W. Halvorson, Petroleum Geologist
DATE: April 21, 2020

SUBJECT:  April 30, 2020 Hearing

Attached is the summary for the April hearing. The final docket includes only those applications that
the applicants felt had to be heard prior to June. The applications are as follows:

Docket 11-2020: Additional wells in existing temporary spacing unit.

Dockets 16, 17-2020:  3-section spacing unit located along the North Dakota border and
additional wells.

Dockets 18, 19-2020; 4-section spacing unit including partial sections along the North
Dakota border.

Dockets 20 through 23 and Dockets 26 and 27-2020: 3-section spacing units, all of which
overlap existing permanent spacing units, and additional wells in each spacing unit.

Dockets 24 and 25-2020: 3-section spacing unit and additional wells.

Docket 28-2020: Temporary spacing unit for the drilling of a Red River Formation well.
Docket 30-2020: Vacate temporary spacing unit created by Order 11-2019.

Docket 31-2020: Change of operator request to transfer all of TAQA USA, Inc.’s wells to a
new company called D90 Energy, LLC. The transfer involves 199 wells including 127 wells
that have been inactive for over 2 years.

All show-cause dockets have either been resolved or continued to the June hearing.

The hearing packet will include all exhibits for both the business meeting and the hearing.

DIVISION OFFICE TECHNICAL AND NORTHERN FIELD OFFICE
1539 11th AVENUE SOUTHERN FIELD OFFICE 201 MAIN STREET
PO BOX 201601 2535 ST. JOHNS AVENUE PO BOX 690
HELENA, MONTANA 59620-1601 BILLINGS, MONTANA 59102-4693 SHELBY, MONTANA 59474-0690

(406) 444-6731 (406) 656-0040 (406) 434-2422



Docket Summary

9-2020

Kraken Oil & Gas LLC

Permanent spacing unit, Bakken/Three Forks Formation, 28N-58E-
15: all, 22: all (Mulder 22-15 #1H, Mulder 22-15 #2H, Mulder 22-15
#3H, and Mulder 22-15 #4H).

10-2020

11-2020

Kraken Oil & Gas LLC

Continued

4/30/2020 Hearing

Pooling, permanent spacing unit, Bakken/Three Forks Formation,
28N-58E-15: all, 22: all (Mulder 22-15 #1H, Mulder 22-15 #2H,
Mulder 22-15 #3H, and Mulder 22-15 #4H). Non-consent penalties
requested.

Kraken Oil & Gas LLC

Amend Order 17-2011 and 69-2017, authorize the drilling of up to
four horizontal Bakken/Three Forks Formation wells from a
common pad anywhere within the tempaorary spacing unit,
Bakken/Three Forks Formation, 28N-58E-16: all, 21: all, 200"
heel/toe, 500' lateral setbacks. Operations must commence within
one year of date of order. Apply for permanent spacing within 80
days of completion.

Continued

Application continued to the August hearing,

email received 4/15/20.

]

Application continued to the August hearing,

email received 4/15/20.

[

(]

12-2020

Kraken Qil & Gas LLC

Permanent spacing unit, Bakken/Three Forks Formation, 25N-59E-
12: all, 13: all (Lonestar 12-13 #1H and Lonestar 12-13 #2H).

Continued

Application continued to the August hearing, il

email received 4/15/20.

13-2020

Kraken Oil & Gas LLC

Pooling, permanent spacing unit, Bakken/Three Forks Formation,
25N-89E-12: all, 13: all (Lonestar 12-13 #1H and Lonestar 12-13
#2H). Non-consent penalties requested.

14-2020

Kraken Oil & Gas LLC

Amend Order 316-2014, authorize the drilling of up to three
horizontal Bakken/Three Forks Formation wells from a common
pad anywhere within the temporary spacing unit, Bakken/Three
Forks Formation, 25N-59E-23: all, 24: all, 200" heel/toe, 500'
lateral setbacks. Apply for permanent spacing within 90 days of
completion. Operations must commence within one year of date
of order.

Continued

Continued

Application continued to the August hearing, O

email received 4/15/20.

Application continued to the August hearing, ]

email received 4/15/20.

15-2020

Kraken Oil & Gas LLC

Amend Order 210-2014 and 320-2014, authorize the drilling of up
to four horizontal Bakken/Three Forks Formation wells from a
common pad anywhere within the temporary spacing unit,
Bakken/Three Forks Formation, 24N-59E-2: all, 11: all, 14: all, 200'
heel/toe, 500" lateral setbacks. Apply for permanent spacing within
90 days of completion. Operations must commence within one
year of date of order.

16-2020

Kraken Oil & Gas LLC

Temporary spacing unit, Bakken/Three Forks Formation, 26N-59E-
1: all, 12: all, 13: all, 200" heel/toe, 500 lateral setbacks. Apply for
permanent spacing within 90 days of successful completion.
Operations must commence within one year of date of order.

Continued

Application continued to the August hearing,

email received 4/15/20.

Home owner in section 13 has concems | ]
regarding potential surface location

17-2020

Kraken Oil & Gas LLC

Authorize the drilling of an additional well in temporary spacing
unit, Bakken/Three Forks Formation, 26N-59E-1: all, 12: alf, 13;
all, 200" heel/toe, 500' lateral setbacks. Default docket requested.
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18-2020 Kraken Oil & Gas LLC

19-2020 Kraken Oil & Gas LLC

Vacate order 181-2015 (Temporary spacing unit, Bakken/Three
Forks Formation, 26N-59E-26: all, 27: all) create temporary
spacing unit, Bakken/Three Forks Formation, 26N-59E-23: all, 24:
all, 25: all, 26: all, 200’ heel/toe setbacks and 500' lateral. Apply
for permanent spacing within 90 days of completion. Operations
must commence within one year from order date.

Exception to drill up to six additional wells, temporary spacing unit,
Bakken/Three Forks Formation, 26N-59E-23: all, 24: all, 25: all,
26: all, 200" heel/toe, 500" lateral setbacks. Apply for permanent
spacing within 80 days of completion. Operations must
commence within one year of date of order. Default docket
requested.

20-2020 Kraken Qil & Gas LLC

21-2020 Kraken Oil & Gas LLC

Designate overlapping temporary spacing unit, Bakken/Three
Forks Formation, 26N-59E-4: all, 9: all, 16: all, 200’ heel/toe
setbacks and 500' lateral setbacks. Apply for permanent spacing
within 90 days of completion. Operations must commence within
one year of date of order. Amend Board Order 76-2018 to clarify
said order is limited to oil and associated natural gas produced
from the Bakken/Three Forks Formation for the Kai 16-9 #1H well.
The overlapping temporary spacing unit shall be limited to
production from the proposed horizontal well.

Authorize the drilling of up to two additional wells, overlapping
temporary spacing unit, Bakken/Three Forks Formation, 26N-59E-
4: all, 9: all, 16: all, 200" heel/toe setbacks and 500' lateral
setbacks. Default docket requested.

22-2020 Kraken Qil & Gas LLC

23-2020 Kraken Oil & Gas LLC

Designate overlapping temporary spacing unit, Bakken/Three
Forks Formation, 26N-59E-5: all, 8: all, 17: all, 200’ heel/toe
setbacks and 500" lateral setbacks. Apply for permanent spacing
within 90 days of completion. Operations must commence within
one year of date of order. Amend Board Order 80-2018 to clarify
said order is limited to oil and associated natural gas produced
from the Bakken/Three Forks Formation for the Rowin 17-8 #1H
well. The overlapping temporary spacing unit shall be limited to
production from the proposed horizontal well.

Authorize the drilling of up to two additional wells, overlapping
temporary spacing unit, Bakken/Three Forks Formation, 26N-59E-
5: all, 8: all, 17: all, 200’ heel/toe setbacks and 500" lateral
setbacks. Default docket requested.

24-2020 Kraken Oit & Gas LLC

Designate overlapping temporary spacing unit, Bakken/Three
Forks Formation, 26N-59E-22: all, 27: all, 34: all, 200’ heel/toe
setbacks and 500' lateral setbacks. Apply for permanent spacing
within 90 days of completion. Operations must commence within
one year of date of order. Vacate Board Order 25-2015 and 181-
2015 and amend Board order 113-2015 to clarify said order is
limited to oil and associated natural gas produced from the
Bakken/Three Forks Formation for the Lysemose 33-34 #1H well.
The overlapping temporary spacing unit shall be limited to
production fram the proposed horizontal well.
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25-2020

Kraken Oil & Gas LLC

Authorize the drilling of up to three additional wells, overlapping
temporary spacing unit, Bakken/Three Forks Formation, 26N-59E-
22: all,27: all, 34: all, 200" heel/toe setbacks and 500' lateral
setbacks. Default docket requested.

C

26-2020

Kraken Oil & Gas LLC

Designate overlapping temporary spacing unit, Bakken/Three
Forks Formation, 26N-59E-21: all, 28: all, 33: all, 200’ heel/toe
setbacks and 500 lateral setbacks. Apply for permanent spacing
within 90 days of completion. Operations must commence within
one year of date of order. Amend Board Order 78-2018 to clarify
said order is limited to oil and associated natural gas produced
from the Bakken/Three Farks Formation for the Dagney 21-28 #1H
well and amend Board Order 113-2015 to clarify said order is
limited to oil and associated natural gas produced from the
Bakken/Three Forks Formation for the Lysemose 33-34 #1H well.
The overiapping temporary spacing unit shall be limited to
production from the proposed horizontal well.

27-2020

Kraken Oil & Gas LLC

Authorize the drilling of up to two additional wells, overlapping
temporary spacing unit, Bakken/Three Forks Formation, 26N-59E-
21: all, 28: all, 33: all, 200’ heelitoe setbacks and 500' lateral
setbacks. Default docket requested.

28-2020

Petro-Hunt, LLC

Temporary spacing unit, Red River Formation test well, T15N-
R55E-6: Lots 6, 7, E2SW, 7: Lots 1, 2, E2NW, 660" setbacks.
Apply for permanent spacing within 90 days of successful
completion. Default docket requested.

29-2020

Big Sky Energy, LLC

Convert the Chapman 13-2 well, T7S-R21E-2: SW SW (API # 009-
21165) to Class Il Injection well, 3rd Frontier Formation.

O

]

30-2020

Briscoe Petroleum, LLC

Vacate Order11-2019 that created TSU, Amsden Formation test
well, 1N-34E-28: W2NW, 29: E2NE.

31-2020

D90 Energy, LLC

Request for a change of operator, and as required by Board policy,
the Board will hold a hearing to consider approval of the transfer of
plugging and reclamation responsibilities for certain wells identified
in the application from TAQA USA, Inc. to D90 Energy, LLC, and
to determine if the proposed plugging and reclamation bond
coverage is adequate under § 82-11-123(5), MCA.

O

32-2020

Crazy Mountain Oil & Gas LLC

Request for a change of operator, and as required by Board policy,
the Board will hold a hearing to consider approval of the transfer of
plugging and reclamation responsibilities for certain wells identified
in the application from Bayswater Exploration & Production, LLC to
Crazy Mountain Qil & Gas LLC and to determine if the proposed
plugging and reclamation bond coverage is adequate under § 82-
11-123(5), MCA.

1-2020

Lonewolf Operating, LLC

Temporary spacing unit, Sawtooth Formation test well, 35N-21E-
32: EANEY%SWY., WYNWYLSEYL, 330 setbacks.

Page 3 of 4
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Application continued to the June hearing, email M

Call received 2/27/20 for applicant to be placed ]
on docket.

Application continued to the June hearing, email
received 4/2/20.

received 3/31/20.

Application continued to the April hearing, email
received 1/21/20.
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2-2020

Lonewolf Operating, LLC Temporary spacing unit, Sawtooth Formation test well, 35N-21E- Continued Application continued to the June hearing, email O
31: SWVSWVYSEYs, SEXUSEASWY: and 34N-21E-6: received 3/31/20.
NWYNWYNEY, NEVANE4aNWY4, 330 setbacks.
Application continued to the April hearing, email
received 1/21/20.
33-2020 PARMT LLC Show Cause: why its plugging and reclamation bond should not be Continued Continued to the June hearing. O
forfeited for failure to plug and abandon its Guenther 2-8 well,
located in the SWYNEY: of Section 8, T33N-R58E, Sheridan
County, Montana as required by Board Order 120-2019, in
accordance with § 82-11-123(5), MCA.
34-2020 Apex Energy LLC Show Cause: why penalties should not be imposed for failure to Continued Continued to the June hearing. ]
remedy the field violations.
35-2020 BNV Energy Company LLC Show Cause: why penalties should not be imposed for failure to Continued Continued to the June hearing. |
provide the required report.
113-2019 Bensun Energy, LLC Show Cause: why it should not begin to plug and abandon or Continued Continued to the June hearing. |

transfer its wells. The failure to do so, as required by Board Order
77-2019, may result in forfeiture of the plugging and reclamation
bond in its entirety, as permitted by § 82-11-123(5), MCA.
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