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McDivitt, Herschel

From: Charles Comptan [CCompton@zsws.com)

Sent: Friday, November 21, 2008 4:42 PM

To: McDivitt, Herschel

Cc: lynxlaw@sigecom.net; kjoil@evansville.net

Subject: Culley / Continental Resources -~ Preliminary Position Statement

Attachments: Preliminary Position Statement.pdf

As requested, attached please find Kathryn Culley's position statement regarding proper allocation of royalty to her interest in
the proposed waterflood unit.

Alsa, as noted in the Position Statement, we would like to know (i) if it is the Division's intent to have a transcriptionist at the
Informal Hearing, and (ii} if the field inspector(s) with jurisdiction over the applicable lands in the propoased unit will be in
attendance at the hearing.

Regards,
Charles

Charles A, Compton

Ziemer, Stayman, Weitzel & Shoulders, LLP
20 N.W. First Street, Ninth Floor

P.O Box 916

Evansville, Indiana 47706-0916

pbh: 812-424-7575

fax: 812-421-5089

email: ccomplon@zsws.com

IMPORTANT/CONFIDENTIAL: This message from the law firm of Ziemer, Stayman, Weitzel & Shoulders, LLP, contains
information which may be confidential, privileged, and/or exempt from disclosure under applicable law. If you are not the
addressee (or authorized to receive for the addressee), you are hereby notified that the copying, use ar distribution of any
information or materials transmitted in or with this message is stricily prohibited, If you received this message in error,
please immediately notify me by replying to this e-mail, then promptly destroy the criginal message. Thank you.

TAX ADVICE NOTICE: Tax advice, if any, contained in this eMail does not constitute a "reliance opinion” as defined in IRS
Circular 230 and may not be used to establish reasonable reliance on the opinion of counsel for the purpose of avoiding the
penalty imposed by Section 6662A of the Internal Revenue Code. This Law Firm provides reliance opinions only in formal
opinion letters cantaining the signature of a Partrer of Ziemer, Stayman, Weitzel & Shoulders, LLP.
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STATE OF INDIANA
DEPARTMENT OF NATURAL RESOURCES
DIVISION OF OIL AND GAS

IN RE: PETITION OF CONTINENTAL RESOURCES, INC. FOR THE
INTEGRATION OF INTERESTS IN SECTIONS 26, 27 AND 34, TOWNSHIP 6
SOUTH, RANGE 13 WEST, POSEY COUNTY, INDIANA

CAUSE NO. DOG-16-2008

Preliminary Position Statement of Kathryn Day Culley, Cause No. DOG-16-2008, Proposed
Nuation Road Waterflood Unit (the "Unit").

Pursuant to the request of the Herschel McDivitt, Director ("Director”) of the Division of Oil and
Gas of the Indiana Department ot Natural Resources (the "Division"), Kathryn Day Culley, by
counsel, hereby provides her preliminary position statement pertaining to the allocation of
production from the proposed Unit for royaity calculation purposes,

It is Ms. Culley's position that a valid, binding agreement already exists between and among all
applicable parties regarding the appropriate allocation of royaity to Ms. Culley in the event
the Division approves the Unit. The lease plainly and unambiguously provides as follows:

"[t]he entire acreage pooled into a unit shall be treated for all purposes, except the payment of
royaltics on production from the pooled unit, as if it were included in this lease. In lieu of the
royalties herein provided, Lessor shall receive on production from a unit so pooled only such
portion of the royalty stipulated herein as the amount of his /sic] acreage placed in the unit or his
[sic] royalty interest therein on an acreage basis bears to the total acreage so pooled in the
particular unit."

The lease makes no distinction whatsoever in applying the above allocation to units for primaty,
secondary or tertiary recovery. All are to be allocated on a per acre basis.

Tt is Ms, Culley's position that where the parties have privately agreed to an allocation of royalty
in the event of unitization, the Division should not, nor do they have the authority to, change the
allocation. Such a position has been echoed by Continental Resources in these proceedings,
so we do not believe there is any dispute on that point. Subject to compliance with the provision
cited above with respect to the allocation of royalty to Ms. Culley from the Unit, Ms. Culley has
no objection to the propoesed waterflood operation.

As to the effect of making the proper allocation to Ms. Culley per the lease on other royalty
interest holders, Ms. Culley is not affected thereby and at this point has no position. Presumably,
however, that would be governed by separate agreements that have been made which govern the
separate royalty interests, and it is further presumed that if, as a net result, there is a collective
increase in the royalty interest there would be a collective decrease in the working interest.
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Additionally, and although it should have no bearing on the allocation to Ms. Culley in light of
the terms of the lease, it is Ms. Culley's position that the allocation calculation proposed by
Continental Resources is flawed. Without waiving her right to note other flaws or defects, or
making any admission that such a calculation has any significance in light of the agreement of
the parties, Ms. Culley's position is thatthe Renault Hydrocarbon Pore Volume (HCPV)
allocated to the Culley No. 2 well in Continental Resources’ proposed allocation calculation is
too low. Continental Resources has proposed an HCPV for Culley No. 2 of 0.099, The
geophysical log on this well displays a very marginal sand quality. Continental Resources gave
an allocation of four (4) feet of thickness, 7.8% average porosity and a calculated water
saturation of 68%. Even though the well has marginal sand, however, it is Ms. Culley's position
that this should be given more weighting due to its high structural position. This well is the
second highest well in the field and accordingly its true water saturation should not be any lower
than the other wells. The calculated water saturation in this well is evidently being influenced by
the bound water in the clays in the “not as clean™ sand present in this well. Accordingly, the
Renault HCPV for this well should be recalculated using four (4) feet of thickness, a fifty percent
(50%) water saturation and an average porosity value of 8.2%. This results in a Renault HCPV
of 0.164 versus the original value of 0.099. If necessary at Tuesday's hearing, Ms. Culley is
prepared to present expert testimony including a revised map of Renault HCPV and recalculation
of Renault HCPV-AF for all tracts based upon the above correction. Such a recomputation
results in an allocation of 0.294817 to the Culley lease, 0.580780 to the Allyn lease, and
0.124403 to the Allyn Comumunity lease.

Finally, Ms. Culley would request that the Division advise if (i) it is the Division's intent to have

a transcriptionist present to record the informal hearing, and (ii) if the Division's field

inspector(s) with jurisdiction over the lands in the proposed Unit will be in attendance.
Respectfully submitted,

ZIEMER, STAYMAN, WEITZEL &
SHOULDERS, LLP

(ot G

Charles A. Compton

cc:  Kathryn Day Culley
Steve Link

HARENCulicy, KathiyriPrlirinuy Positon Skanmedos



NATION ROAD WATERFLOOD UNIT DISCREPANCIES (Data Inputs) CU"“ ‘j

1rase?
CONTINENTAL CULLEY
Renault Factor Renault Factor
HCPV HCPV HCPV HCPV HCPV HCPV
So-Por-Ft BBIs Acre-Feet(%) So-Por-Ft' BBIs' Acre-Feet(%)'
Allyn 11.73 79,132 50.02% 11.42 77,039 49.08%
Allyn Comm 2.76 3.43 23,139 g 1483% 2.76 18,619 11.86%
Cuiley 9.09 2.4 61321 55 35359 9.09 61.321 19.06%
23.45 158,196 100.00% 23.27 156,979 100.00%
2007 Avg Production 2008 Production (thru Oct)*
BOPD % Factor 1-08 thru % Factor
BOPD 10-08 2008 Prod
Allyn 13.7 61.43% 3,355.07 59.13%
Allyn Comm 3.5 15.70% 53835 13.52%
Culley 5.1 22.87% 1,089.30 27.35%
223 100.00%% 3,982.72 100.00%
Cum. Prod Thru Dec-07 Cum. Prod Thru Oct-08
% Factor % Factor
Allyn 37,291 63.08% 30.366.08 62.79%
Allyn Comm 4,283 7.25% 4,697.71 7.49%
Culley 17,541 29.67% 18.633.77 29.72%
59,115 100.00% 62,697.56 100.00%
Renault Useable Wells Renault Useable Wells
Number % Factor Number % Factor
Allyn 3 60.00% 3 50.00% or
60.00%
Allyn Comm 1 20.00% 1 16.67% or
20.00%
Culley 1 20.00% 2or 1’ 33.33% or
20.00%
5 100.00% 50r6 100.00%

! Per computation of Bob Pigott

* Per CountryMark

* Culley continues to question disallowance of Culley #2 well. Culley #2 is only perforated two (2) feet within the Renault, rather than the entire depth of the zone like the
other wells. The Renault zone has a thickness of 6 feet at Culley #2, consistent with the thickness of the zone at other wells. Additionally, unlike the other wells in the
proposed unit, the zone has not been fractured at Culley #2. Despite requests, Continental has not provided underlying reports and data regarding stimulation and other
pertinent activities to allow complete analysis of this well.



NOU-24-2B88 17:18 FROM: TO:B124215889 F. BBz a5

11/34f08 Is:00:07 BRODUCTION HISTORY MASTER LISTING PAGE 1
EY LEASE NUMEER
. - Q,.,;.
LERSE MO, STATE MOMIH YEAR Lease Current Currant
Name Barrels Dollars aszsjs
‘l
512587 eI 2 2005 CULLRY #2 220.58 42,580.50 l
3 1.303.87 68,855.53
H 815.92 45,741.96
3 . 1,261,386 57.862.01
5 1,577,232 82,951, 78
7 ' 504.15 49,866.59
8 808,16 55,022.70
9 712.37 43,415.33%
10 540.52 311,294.459
11 558.06 30,073,858
1z 714.53 39,191,286
TOTAL 10,316,.54 B4€,956.44
51287 N 1 2006 CULLEY 31 716,54 43,647.30
2 535.82 30,845 .55
3 534.27 31,221.6¢€
4 371.31 24,373.36
5 549,44 36,215.79
5 356.74 23,571.58
7 360,06 24,845.94
8 i59.65 24,226.99
o 348,61 40,393.84
10 351.35 19,891,04
11 372.83 20,H05.133
1z 189,53 10,75%,81
TOTAT, 5,044.38% 309,113,326
51267 IN 1 2007 CULLEY #1 183,92 0,057,313
2 178 .85 8,670,968
3 170.56 20,504.5%4
4 186.38 10,352.06
-1 364,70 21,209.13
[ 1B3 . 64 11,381.09
7 171.%0 11,777.93
9 180.69 13,308.50
19 175,82 14,454 83
12 183.448 15,833 .53
TOTAL 2,182,584 138,150.75
51287 IN *  ic08 CULLEY #1 1B7.03 16,367.37
3 182.55 18,198.69
5 174.135 20,959.83
T 178.52 23,152.34
8 181.53 20,245.83
10 183.92 13,116.81
TOTAL 1,089.30 112,081.57

Query ID: P3_PH LS



TO: 8124215089 F.B83- 806

NOU-24-2808 17:18@ FROM:

11/24/08 15:00:07 FRODUCTICK HISTORY MASTER LISTING PAGE
e BY LEASE NUMEER

[ 3]

LEASE NO. BSTATE NONTH YERR Lease Current Current
Name Rarvels Dollars

LIASE NAME : COULLEY #1
TOTAL 18,633,177 1,108,273.02

* %4 TND OF REPORT ~ « @

Query ID: P3 _PH_LS



NOU-24-2088 17:10 FROM:

11/24/08 15:00:30

LERSE ND. STATE MONTH 'YEAR Lease

Name
51250 IN [ 2005 ALLYN ¥l
5
3
7
3
g
10
11
51390 I 1 2006 ALLYN #1
2
2
4
5
5
7
2
5
1o
1l
1z
51250 IN 1 2007 ALLYW #1
2
3
.
5
[
7
B
g
10
i1
12
512390 Iw 1 2008 ALLYN #1
2
3
4
5
g
7
g
5

fmary IB: P3_PH LS

P.Pa4-BEo

PRODUCTION HISTCRY MASTER LISTING
BY LEASE NUMBER

TO:3124215089

PAGE
Current Current
Barre’s Dellars
1,655.05 82,655.36
2,394, 48 116,031.13
1,846.08 $7,102.22
1,250.00 71,147,137
1,469.00 #9,002.30
1,285,28 78,575.17
1,107.55 64,147.55
914.44 45,275.17
1.681.84 $3,347.25
13,848.11 734,187.52
2,082.17 124¢,327.31
1,884.08 10B,460.83
2,563.27 149,752.18
1,E56.92 121,916.07
1,337.41 121,111.9%
1,4B5.84 $3, 441,19
1,293.32 BY,245.55
1,108.81 75,023.19
1,113.37 65,508,486
919.41 50,035.36
743.31 40,174.52
754.30 42,815.569
17,822.11 1,086,842.60
941.69 46,374.45
55845 30,197.06
SE5.43 31,288.06
545,84 22,305.70
543.76 31,622.35
3171.34 23,013,789
550.86 37,830.86
356.59 24,541.73
355.63 26,194.28
370.72 23,801.53
376.58 33,781 .36
185.9¢ 16,387.61
5,780.79 363,353,138
155.96 11,500.82
367.37 32,B867.13
187.33 18,728.089
362.64 18,848.90
176.82 21,25§.77
180.06 23,253,65
183.26 23,634.68
357.44 39,776 63
179.69 17,981,582




T0:8424215005 , P. G265~ 396

NOU-E4-2BBE 17:18 FROM:

11/24/08  25:06:3R PRCDUCTICN MISTORY MASTER LISTING PAGE 1
s BY LEASE NUMEER
LEASE NO. BSTATE MOXTH YEAR Lease Current Current
' Name Barrels Dollaxs
53342 IN 4 2006 ALLYN COMM NO 1 135.00 21, 594 .43
5 362 .83 21, 915.58
1 65,73 24,165, 61
7 J63.31 25,070.21
8 . 179.65 12,155.30
5 361.46 21.267.59
1o 178.51 9,597 985
12 371.45 19,942.03
12 1B5.31 3p,577.61
TOTAL 2,704.25 168, 685,71
1342 IN 1 2007 ALLYN COMM KO 1 135.96 9,157.78
z 176.74 2,665 ,01
3 183.57 10.157.8%
4 17€.05 10,345.85
5 183 .46 10,665.12 )
6 181.69 11, 260.24
B 179.34 13,006.10
11 186.30 16,71B.00
TOTAL 1,455.11 : B3, 979, 18
51342 In 4 2a08 ALLYN COMM NO 1 182.65 19,565.53
. 174, 98 19,472.12
1o ~80.72 12,888, 58
TOTAL 53B.35 51,927,564

LEASE NAME ; ALLYN COMN NO 1
TOTAL 4,657,171 310,592.51

«+ «x # END OF REPQRT * * ~

Query ID; P3_PH_LS




TED C. ZIEMER, JR.
ROBERT F. STAYMAN
STEFHAN E. WEITZEL

PATRICK A. SHOULDERS !

DAVID V. MILLER

WM, MICHAEL SCHIFF ?
MARCO L. DELUCIO
STEVEN K, HAHN
JAMES P, CASEY
TIMOTHY J. HUBERT
MARY LEE SCHIFF ‘&
CAVID A, GUERRETTAZ

ZIEMER, STAYMAN, WEITZEL & SHOULDERS, LLP

ATTORNEYS AT LAW
20 N.W. FIRST STREET * P.O, BOX 2{6&
EVANSVILLE, INDIANA 477C06-091§

TELEPHONE: (BIB) 424-7575
FACSIMILE: {BI2) 421-5C89
WEBSITE. WWW. Z5W5.COM

December 22, 2008

VIA ELECTRONIC MAIL

and

U.S. FIRST CLASS MAIL

Herschel McDivitt

Director

Indiana Department of Natural Resources
Division of Oil and Gas
402 West Washington Street

Room W293

Indianapolis, Indiana 46204

RE:

Dear Mr. McDivitt:

ROBERT L. BURKART
CHARLES A. COMPTON
SARAH LINK HARDY ‘&
CIRCK H. STAHL

KEITH W, VONDERAHE
NICK J. CIRIGNANG
ALLYSON R. BREEDEN
JEAN M, BLANTON !4}
KATHRYN D. SCHYMIK (2}
JENNIFER A&. ELSTON
CLAYCW, HAVILL

11 ALSQ ADMITTED IN KENTU CKCY
(27 ALSO ADMITTEC IN DHIC

(3) ALSC ADMITTED [N GEQRGIA
fa) ALSC ADMITTEC (N ILLINDIS

Continental Resources, Inc. Section 26, 27 and 34, Township 6 South,
Range 13 West, Posey County, Indiana, Cause No. D06-16-2008

In connection with the above-referenced matter, enclosed herewith please find the signed
original Post Hearing Position Statement of Kathryn Day Culley.

Please feel free to call me if you have any questions or need additional information.

CAC:cdf
Enclosure

Very truly yours,

ZIEMER, STAYMAN, WEITZEL & SHOULDERS, LLP

1 |
il

les A. Compton

ce: Steven T. Link

Kathry

n Culley

HORECulley, KatmyavMcDatr. Herschel 122208 1tr doc



STATE OF INDIANA
DEPARTMENT OF NATURAL RESOURCES
DIVISION OF OIL AND GAS

IN RE: PETITION OF CONTINENTAL RESQURCES, INC. FOR THE
INTEGRATION OF INTERESTS IN SECTIONS 26, 27 AND 34, TOWNSHIP 6
SOUTH, RANGE I3 WEST, POSEY COUNTY, INDIANA

CAUSE NO. DOG-16-2008

Post Hearing Position Statement of Kathryn Day Culley, Cause No. DOG-16-2008, Proposed
Nation Road Waterflood Unit (the "Unit"),

Pursuant to the request of the Herschel MceDivitt, Director ("Director") of the Division of
Qil and Gas of the Indiana Department of Natural Resources (the "Division"), Kathryn Day
Culley, by counsel, hereby provides her supplemental position statement following the
November 25", 2008 Informal Hearing in the above captioned matter. Kathryn Culley
incorporates by reference her Preliminary Position Statement filed with the Division prior to the
Informal Hearing and all documents provided to DNR at the Informal Hearing, and in addition
states as follows:

L Lease Requires per Acre Allocation.

It remains Ms. Culley's position that a valid, binding agreement already exists between
and among all applicable parties regarding the appropriate allocation of royalty to Ms. Culley in
the event the Division approves the Unit. The lease plainly and unambiguously provides as
follows:

"[t]he entire acreage pooled into a unit shall be treated for all purposes, except
the payment of royalties on production from the pooled unit, as if it were included
in this lease. In lieu of the royalties herein provided, Lessor shall receive on
production from a unit so pooled only such portion of the royalty stipulated herein
as the amount of his /sic/ acreage placed in the unit or his [sic/ royalty interest
therein on an acreage basis bears to the total acreage so pooled in the particular
unit."

The lease makes no distinction whatsoever in applying the above allocation to units for primary,
secondary or tertiary recovery. All are to be allocated on a per acre basis.

Where the parties have privately agreed to an allocation of royalty in the event of
unitization, the Division should not, nor do they have the authority to, change the allocation.
Such a position has been echoed by Continental Resources in these proceedings, so we do not
believe there is any dispute on that point. Subject to compliance with the provision cited above
with respect to the allocation of royalty to Ms. Culley from the Unit, Ms. Culley has no objection
to the proposed waterflood operation.



II. Continental Resources’ Proposed Integration Terms and Rovalty Allocation are
Neither Reasonable nor Equitable.

Continental Resources has petitioned that the Division integrate Kathryn Culley’s
interests with the interests of all other affected lessors in the area containing the proposed Nation
Road waterflood unit, all pursuant to the terms of a proposed Unitization Agreement attached to
its Petition. The relief requested by Continental Resources is neither reasonable nor equitable,
nor is it permitted by 1.C. 14-37-9-1. Kathryn Culley does not waive or position as set forth in L.
above. However, even if an allocation basis other than acreage is permitted by law, Continental
Resources’ proposed allocation is not entitled to deference and moreover must not be approved
as a matter of law.

A. Only Renault Formation to be Flooded. Continental Resources’ proposed
Unitization Agreement contemplates integration of interests related to, and a single royalty
allocation for, all zones within the affected area. Continental Resources’ Petition is based on 1.C.
14-37-9-1 (a) (2), which permits integration of lands “within a pool or part of a pool! suitable for
secondary recovery methods.” It is important to note that Continental Resources is only
proposing secondary recovery for the Renault Formation. Yet, its requested order and proposed
Unitization Agreement contemplate integration of, and a uniform allocation of royalty for, all
zones. It is clearly unreasonabie and inequitable for the Division to order integration of and
allocate royalty for zones that are not presently producing. In addition, there are presently two
active wells producing from the Hardinsburg Formation within the proposed unitization area, one
of which is within the Culley tract. However, there is no secondary recovery contemplated for
the Hardinsburg Formation, and moreover Continental Resources has provided no information or
data to justify integration of the Hardinsburg Formation or proper allocation of royalty from the
Hardinsburg Formation, to the extent the Division has authority to order integration of the
Hardinsburg Formation.

B. Continental Resources’ Proposed Allocation Formula Relies on Flawed or
Qutdated Data. Continental Resources has proposed the following formula for allocation of
royalty: 30% factor for cumulative lease production; 30% factor for previous 12 mo. lease
production; 30% Renault Hydrocarbon Pore Value (HCPV); and 10% factor for Renault Useable
Wells. Continental Resources further proposes that the Division use the same formula and input
data.

As noted at the Informal Hearing, Continental Resource’s proposed data for prior 12
month and cumulative production was significantly outdated as of the date of its Petition (nearly
9 months), was nearly 11 months outdated as of the date of the Informal Hearing, and is now
outdated by almost an entire year. To the extent data for cumulative and prior 12 month
production is relevant for a reasonable and equitable allocation of royalty by order of the
Division, the Division must use reasonably current data. Relying on outdated data as proposed
by Continental Resources in neither reasonable nor equitable, and more significantly - as
demonstrated by Kathryn Culley at the Informal Hearing - use of such outdated data operates to
the substantial prejudice of Kathryn Culley. To the extent the Division incorporates data for
cumulative production or prior 12 month production in any royalty allocation, it must use the
more current data provided by Kathryn Culley at the Informal Hearing.



In addition, Continental Resources has proposed that the Culley lease be credited for only
| Renault Useable Well, despite the fact that 2 wells on the Culley Lease have been completed in
the Renault Formation. Continental Resources bases its position on an assertion that when the
Culley 2 well was completed in the Renault Formation, it gave up little fluid. However, this well
is clearly producing oil, and Continental Resources does not assert that this well produces no oil
from the Renault Formation, nor does it assert that it will not produce from the Renault
Formation once the waterflood commences. When this well was completed within the Renault
Formation, Kathryn Culley specifically requested that it be hydrofractured. Continental
Resources indicated that it would not hydrofracture the Renault Formation at that time, but in
response to a specific request of Kathryn Culley as to future intentions, Continental Resources
expressly would not commit to refrain from Hydrofracturing in the future. Moreover, an
inspection of the property reveals that Continental Resources has ieft an open pit at the Culley 2
well, and has installed piping for multiple flow lines beneath the County Road that separates the
Culley lease from the Allyn lease, where the tank battery is located. By such actions,
Continental Resources is preparing for, and leaving open the potential of, utilizing the Culley 2
well, either as an injection well or a producing well.

The Culley 2 well should be given complete, or at a minimum partial, credit within any
formula that incorporates Renault Useable Wells as an allocation factor. As set forth in the
following Section, however, it 1s Kathryn Culley’s position that Renault Useable Wells should
not be a factor in determining royalty allocation, so whether or not the Culley 2 well is or is not
given any credit as a Renault Useable Well would be rendered moot in a determination of
reasonable and equitable royalty allocation.

C. Continental Resources Formula is Flawed. As provided in B above,
Continental Resources has proposed a 30/30/30/10 weighted formula for allocating production,
utilizing cumulative production, prior 12 month production, Renault HCPV, and Renault Useable
Wells as weighted inputs. However, the essence of a unitization agreement is to disregard the
location of the oil’s point of extraction and share the future production on an allocable basis, no
matter the location of the extraction point, This is particularly germane to waterflooding, since
there is an express acknowledgment that presently in place hydrocarbons will be driven across
lease boundaries. Accordingly, it should not matter where the applicable producing well is
located, or how many wells are on a particular lease. Thus, “Renault Useable Wells” should be
wholly disregarded by the Division in allocating royalties.

What can be of pertinent significance, if leasehold acreage is disregarded, is where the
applicable in-place hydrocarbons are located today, before commencement of the waterflood. In
other words, what are the relative Renault HCPV values of the leases, since it is these
hydrocarbons that will be driven about and recovered in the waterflood. Based upon Continental
Resources’ own HCPV value computation, 35.35% of the Renault oil is located within the
portion of the Culley lease to be included within the proposed unit. Yet Continental Resources
proposcs that only 28.368% of the royalties be allocated to the Culley lease.

Even if the Division determines to use a factor or factors other than Renault HCPV,
Renault HCPV should not be less than at least half of the equation. Further, if another factor is
used, the next most reasonable factor would be cumulative production from the respective leases.
Based upon a current cumulative production factor for the Culley lease of 29.72%, and even if
one weighted that equally with Continental Resources’ Renault HCPV computation for the
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Culley lease, the allocation percentage for the Culley lease would be 32.54%, again materially
higher than the 28.368 factor proposed by Continental Resources.

Continental Resources has implemented a flawed approach to allocating royalties in the
instant case, and most importantly to Kathryn Culley, they have implemented an approach that
unreasonably and inequitably devalues the allocation percentage for the Culley lease. In fact, it
is an unfair approach that caused Delwyn Parker, a geologist and contractor for Continental
Resources for the subject properties, to advise Kathryn Culley at the outset that, in his
assessment, the allocation being proposed by Continental Resources was unfair. When
questioned at the Informal Hearing about the particular formula utilized by Continental
Resources, Continental Resources replied — without supporting documentation — that it
considered multiple formulae before arriving at the proposed 30/30/30/10 formula. Now,
however, Kathryn Culley has been advised by Continental Resources that none of these alternate
calculations were “saved,” nor can they even reproduce the alternate formulae that were
purportedly considered.

HI. Conclusion

The Culley lease contains 80 of the 140 acres to be contained within the proposed unit, or
57.14% of the acreage. The lease provisions cited above provide as a matter of contract that the
royalty allocation in the event of unitization should be based upon pro-rata acreage. Such
provisions should be given deference. Even if they are not, there is no basis or authority for the
Division unitizing or allocating royalty from formations other than the Renault Formation.

Moreover, if the Division were to allocate royalties for Renault Formation production on
a basis other than surface acreage, Renault HCPV should be the most prominent factor, not a
mere 30% of the equation, and Renault Useable Wells should be wholly disregarded. Finally, if
cumulative or recent production is to be considered, the Division should base the computation on
current factors, not factors that are now one year out of date.

Dated this 22" day of December, 2008.
Respectfully submitted,

ZIEMER, STAYMAN, WEITZEL &
SH DERS, LL

o,

Charles A. Compton

cc: Kathryn Day Culley
Steve Link



Nations Road Stimulation Treatments

Allyn #1
Renault: Stim w/ 500 gal 15% MCA. Frac w/ 1210 gal GSW & 2000 lbs 20/40 sand
Renault perforations {7 2682°-2690’

Allyn #2
Renault: Stim w/ 500 gal HCI. Frac w/ 3810 gal GSW & 2000 1bs 20/40 sand
Renault perforations {7 2699°-2706

Allyn #4
Renault;: Stim w/ 500 gal HCl. Frac w/ 3962 gal GSW & 2000 1bs 20/40 sand
Renault perforations f/ 2685°-2692’

Allyn Comm #1

Hardinsburg: Stim w/ 900 gal MCA. Frac w/ 6,750 gal GSW & 8,000 1bs 20/40 sand.
Renault: Stim w/ 250 gal HC1. Frac w/ 1500 gal GSW & 2000 1bs 20/40 sand.
Hardinsburg perforations f/ 2200°-2214’

Renault perforations {/ 2690°-2696°

Cully
Re : Stim w/ 1500 gal gelled wtr, 1500 gal 15% HCI w/ 250 1bs rice size rock salt, 1500 gal

gelled wir. Shot w/ 8' gas gun. Frac w/ 1,500 gal GSW & 2000 Ibs 20/40 sand.
W perforations f/ 2725°-2732"

Cully #2

Hardinsburg: Stim w/ 500 gal 15% MCA. Frac w/ 500 gal acid, 6750 gal XL-30, & 8,000 Ibs
20/40 sand

Renault: Stim w/ 500 gal 15% HCI - very little fluid given up

Hardinsburg perforations f/ 2276°-2283"

Renault perforations f/ 2745°-2747°



CABORN WEST FIELD, POSEY COUNTY, IN

RENAULT SAND
RW =0.06
Depth Subsea Net Porosity
Well KB Top Btm Top Pay % Sw So Porft So-Por-ft k,md Comments
Allyn #2 402 2,699 2,704 -2,297 5.0 18.0
Allyn #1 405 2,683 2,690 2,278 8.5 13.4 0.346 0.654 1.139 0.745 289.0
Allyn #4 416 2,683 2,691 -2,267 6.6 11.0 0.460 0.940 0.726 0.392 30.0
Allyn Comm #1 408 2,692 2,696 -2,284 4.0 10.8 0.558 0.442 0.432 0.191 Hardinsburg
Culley #1 440 2,725 2,732 -2,285 55 13.0 0.422 0.578 0.715 0413 14.5
Culley #2 469 2,744 2,750 -2,275 4.0 7.8 0.683 0.317 0.312 0.099 Hardinshurg
-2,278 286 11.62 0.554 0.446 3.324 1.840
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interpretation, and we shalt not, except In the case of gross or wiliful negligence on our part, be liable or responsibie for any loss, costs, damages, ar expenses incurred or
sustained by anyone resuiting from any interpretation made by any of our officers, agents or employees. These interpretations are also subject to our general terms and
sondi.ons set out in our current Price Schedule.
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Source of Rmf/ Rme CALCULATED | o
Rm @ BHT . 283@9% o j T T
Time o;nm__mmm_wmﬁoﬂﬁma 20 _ T
Time Logger on Bottomn 0120 _ T
Maximum Recorded Temperature GOF . o o
Fauipment Number 15 L
Location GLASGOW KY T " T
Recordec By 5.5 NORRIS | n

All interpretations are opinions hased on Inferences from electnical or other measurements and we cannot and do not guarantee the accuracy or correctness of any
Interpretanon, and we snall not, except 1n the case of gross or willful neglgence on our part be iable or responsible for any loss, costs damages, or expenses incurred or
sustained by anyone resulting from any mterpretaton made by any of our officers agents or employees. These interpretations are also subject to our general terms and

conditions set out m oul current Price Scheduie.

Comments

RIG: #3 MORGAN DRILLING
THANK YOU FOR USING NORRIS WELL SERVICES INC

INV. #10979

N\ OCCMATIMNNI




[N P A

Tension ==

r

wLIne

2

Feal)

=




@ RRIS GR/DIFL/SP
IELL SERVICES
ELASGOW KY — 270-851-8737
5
5 - Company CONTINENTAL RESOURCES of IL INC
) :
o _ Well ALLYN #1
— )
= ¥ - Field CABORN WEST
i o = ‘
=2 & o County POSEY State N
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‘un Flumber T ?77””777 ONE o : ) S
epth Drller T 2048 } T I
eptis Logger 204 _ i e
,o_t'?yn LOLI(]E(J Interval T 77727943 _E_ T T 777:77 -
op!og T o o T
asir n’ Driller T T wemges L T T T
— i s L o
e
GEL CHEM T ]
‘ehSU/”lSCObtty ) S a 2 LB/70 SE_C__” . o _____ i ____ i -
H / Flud Loss | 9s/80 . i ]
ource of Sample . FLOWUNE
m @ Meas Temp o 3d0@v o N o ___
mf éD Maas. Temp ; 275@ 70
me 4 Meas. Temp | 4le@i i S
ource of Rmf/Rme T CALCUtATED T -
m@sHT T ST e T T
me Circuiation Slopped B 1L R U
imeloggetonBoton . w0 1 B
faximum Recorded Temperature | CWoF L . | £
quipment Number i 15 i -
ocaton | TGwmséowky - T ETT e
ecorded By | SSNORRIS - v

Al interpretaficns are opinicns based onnlerences from elecinical or other measurements and we cannol and do not guarantee the accuracy or cofrectness of any
interpretation, and we shail not, except in the case of gross or wiliful negligence on cur part, be liable or respensible for any loss, cests, dainages, or axpenses incurred or

sustained by anyone resulting from any interpretation made by any of our officers. agents or employees These nfemretations are also subject to our generai terms and

conditicas set out in our current Price Schedule
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s G e WU
pth Driller 2942
pth Logger - 2042 T
ttorn Logged Interval 2942 !
E.o.o Interval - : B 90 L T
sngbrler | 385@9 B o
sing Logger 93 _ )
Size 7875 -
pe FluidinHole GEL CHEM o
rsity SViscosty  22LB/BSSEC S
Fadless 0 Tgams S
jurce of Sample FLOWLINE I o
@ Wess Temp g5
f @ Meas. Temp 142080 ] : B
nc @ Meas Temp 237 @80 ,ﬂ
pice of R /e CALCULATED | -
h@ BHT 160 @ 90 i
ne Circulation Stopped ERTT
Ine Logger on Boltom 1850 -
mmﬂc} Recorded Temperature 90F B S m o i \\H
uipment Mumber 15 i
cation | GLASGOW KY
corded By ' 55 NORRIS
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All interpretations are opinions based on inferences from electncal or other measurements and we cannot and do not guarantee the accuracy or sorrectness of any
interpretation, and we shail not, except in the case of gross or willful negligence on cur part be llable o responsibie for any loss. costs, damages, or expenses incurred or

sustalned by anyone resuiting from any interprefation made by any of our officers, agents or employees These interpretations are also subyect to our general terms and

sonditions sef oul in our current Price Schedule.
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| Well
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i
B
i
- S
£ 49 Field  CABORNWEST
|;L|’ «J = ‘
=z &5 [ County POSEY State N
Z 7 m W i o et e -
9; Z(I 6 8 = !} L ocation SON 990W } Cther Services
5 > MW NE | GRIDIFL/SP-
E530 8 ?;E?rfl?;gg\sfaa
Q L g o * : .
C=s 0 S SR _e Elevation
Permanent Datum GL Elevation 398 ‘wg 407
Log Measured From KB 4'ABOVE GL DF 407
Criling Measured From KB | GL. 398
Date 06-16-05 ’
Run Nomber ST TTone | R
Depth Driler 2042 i
Dept ogger o -
Bottom Logged Interval i R 2944 - !
Top Log Intervai 99 !
| Casing Daller | BAB@M e
Casing Lagger ' 93
Bit Size o 7875
Type Fluid in Hole GEL CHEM ,
Density / Viscosity T 921B/65 SEC - ]
pH / Fluid Loss B 8.0/72 o
| Source of Sarmple 1 FLOWLINE S ,} _
Rm @ Meas. Temp 0@ i
| Rmf @ Meas Temp 2@t | ]
Rmc @ Meas Temp C 237 @80
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&m @ BHT 150@%0 -
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““=nat on Botlom 2010 S
rded Temperature eoF o
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o | GLASGOWKY - o

58 NORRIS
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All interpretations are opsnions based on inferences from electrical or other measurements and we cannct and do not guarantee the accuracy or correciness of any
terpretation, and we shall not, except in the sase of gross or willful negligence on our pant. be liable or responsibie for any loss, costs, damages, or sxpenses incurred or

sustained by anyone rasuling from any intemretation made by any of our officers, agents or employees. These interpretatians are also subject to our general terms and

conditions set out in our curent Price Schedule.
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interpretations arz opinions based on inferences from electrical or other measurements and we cannot and do