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BEFORE THE BOARD OF OIL, GAS AND MINING  AuG 02 2001
DEPARTMENT OF NATURAL RESOURCES
STATE OF UTAH SECRETARY, BOARD OF

OIL, GAS & MINING

IN THE MATTER OF THE REQUEST FOR
AGENCY ACTION OF SHENANDOAH
ENERGY INC. FOR AN ORDER
SUSPENDING RULE R649-3-2 INSOFAR
AS IT APPLIES TO THE WONSITS
VALLEY UNIT AREA LOCATED IN
UINTAH COUNTY, UTAH

T T T N N g

FINDINGS OF FACT,
CONCLUSIONS OF LAW AND
ORDER

Docket No.: 2001-017
Cause No.: 187-06

This cause came on for hearing before the Utah Board of Oil, Gas and Mining (the

“Board”) on Wednesday, June 27, 2001, at the hour of 3:30 p.m. The following Board

members were present and participated at the hearing:

Elise L. Erler, Chairman

J. James Peacock

W. Allan Mashburn
Stephanie Cartwright

Robert J. Bayer

Kent R. Petersen and
Douglas E. Johnson

Attending and participating on behalf of the Division of Oil, Gas and Mining (“DOGM”)

was John Baza, Associate Director — Oil and Gas. The Board was represented by Kurt E.

Seel, Esq., Assistant Attorney General. Attending and participating on behalf of the

Bureau of Land Management (“BLM”) was Robert Henricks, Chief-Branch of Fluid

Minerals, Utah State Office. Attending and making a statement on behalf of the Utah

School and Institutional Trust Lands Administration (“SITLA”) was Dave Tabet, a

geologist with the Utah Geological Survey.



Testifying on behalf of Petitioner Shenandoah Energy Inc. (“Shenandoah”) was
M. Scott Homsher, Senior Landman, and Robert LaRocque, Geologist. Thomas W.
Bachtell, Esq., of Pruitt, Gushee & Bachtell, appeared as attorney on behalf of
Shenandoah.

The BLM and SITLA expressed their support of, and DOGM stated it had no
material objections to, the Request for Agency Action. No statements were made at the
hearing in opposition of the Request for Agency Action and no other parties appeared or
participated at the hearing.

Board member Doug Johnson expressed concern that Coastal Oil & Gas
Corporation was not named on the mailing list even though it owned property adjacent to
the Wonsits Unit Area. Mr. Bachtell promised to provide the Board with a letter from
Coastal Oil & Gas Corporation, or its successor company by merger, El Paso
Corporation, waiving notice of the hearing and objection to Shenandoah’s Request for
Agency Action prior to the Board entering any Order granting the Request. A letter dated
July 5, 2001 and received by the Board on July 12, 2001 from G.L. Miles, Jr., Director
of Lands, Rocky Mountain District for El Paso Corporation, satisfied Mr. Bachtell’s
promise.

The Board, having considered the testimony presented, the exhibits received into
evidence at the hearing, and the letter from El Paso Corporation, being fully advised, and
for good cause appearing, hereby makes the following findings of fact, conclusions of

law, and order.
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L.

FINDINGS OF FACT

conduct business in the State of Utah.

2.

Shenandoah is a Delaware corporation in good standing and authorized to

Shenandoah is the owner of all operating rights in the lands described

below comprising the Wonsits Valley Unit:

Township 8 South, Range 21 East, SLM

Section 1:  S'%, SY.NEY4, SEVANW V4
Section2:  SEY, S.SWY
Section9:  SEY, S%2SW'a
Section 10: E%, SWY, SYaNWYa
Section 11:  All

Section 12:  All

Section 13:  All

Section 14: All

Section 15:  All

Section 16:  All

Section 21: N¥%NY%

Section 22: N¥%NY, SEVANEY4
Section 23: N»%

Section 24: N%

Township 8 South, Range 22 East, SLM

Section7:  Lots 1,2, 3 and 4,
EV2W'2, El2
Section 8:  NVNEY:, SWV/NEYV., NWY4,
NY%SWYa, SWYiSWY4
Section 17: NWYNWY4
Section 18: Lots1,2,6,7,8,9 and
10, NEva, EaANWY4
Section 19: Lots 7 and 8§

(containing 8,022.50 acres)

(hereafter the “Unit Area”).
3. The lands comprising the Unit Area are currently not covered by any Board

well spacing order and there are no uncommitted lands within the Unit Area.
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4, The Unit Area is, however, subject to the Board’s Order in Cause
No. 116-1 authorizing the injection of water into all “Lower Green River Sand
Reservoirs.” Shenandoah did not request any modification or change to this Order.

5. The Wonsits Valley Unit Agreement covers all geologic formations in the
Unit Area, and is administered by the BLM. Shenandoah serves as the Unit Operator.

6. The objective of a Federal exploratory unit is to provide for the unified
development and operation of an entire geologic prospect or producing reservoir so that
exploration, drilling and production can proceed in the most efficient and economical
manner by one operator. Costs are reduced because the reservoir can be produced by
utilizing the most efficient spacing pattern and there is no requirement to drill
unnecessary offset wells. The Wonsits Valley Unit Agreement expressly requires
Shenandoah, as the Unit Operator, to produce unitized substances and conduct all
operations to provide for the most economical and efficient recovery of said substances
without waste, as defined by or pursuant to State or Federal law.

7. Well location and density patterns within the Unit Area are determined in
accordance with the terms of the Unit Agreement and, in particular, the annual plans of
Unit development approved by the BLM. Drilling applications are approved by both the
BLM and DOGM. Development of oil and gas in accordance with the Unit Agreement
and the approved plans of Unit development is designed to be orderly, promote the
greatest recovery of unitized substances, prevent waste, and to protect the correlative

rights of all affected parties, is just and reasonable, and is in the public interest.
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8. Until recently, it had long been DOGM’s practice, if not policy, to deem
operations conducted under an approved Federal exploratory unit plan of development
and subsequent drilling permits issued pursuant thereto as governing well location and
density, notwithstanding the existence of the general state-wide spacing rule. The
majority of wells currently within the Unit Area were located and drilled in accordance
with this former practice.

9. DOGM recently revised its practice and now requires Shenandoah to
comply with the location requirements of the general state-wide well location rule (Utah
Admin. Code Rule R649-3-2) with respect to wells within Federal exploratory unit
boundaries or obtain an exception from DOGM or the Board in accordance with
regulation.

10.  Suspension of the requirement in Utah Admin. Code Rule R649-3-2 as to
the lands within the Unit Area is fair, reasonable and justified under the. circumstances;,
provided, however, that no future well may be drilled closer than 460 feet from the
boundary of the Unit Area without administrative approval of DOGM in accordance with
Utah Admin. Code Rule R649-3-3.

11. A copy of the Request for Agency Action was mailed to all companies,
persons and governmental agencies known to own or administer a legally protected
interest which could be affected by the Request for Agency Action in this matter, except
for El Paso Corporation in which case the notice was waived and no objection was taken

to the proposed action.
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12. Notice was duly published as required by Utah Admin. Code Rule
R641-106-100.
13.  The vote of the Board members present at the hearing and in this Cause was

unanimous in favor of granting the Request for Agency Action.

CONCLUSIONS OF LAW

1. Due and regular notice of the time, place, and purpose of the hearing was
properly given to all interested parties in the form and manner as requircd by law and the
rules and regulations of the Board and DOGM, except to El Paso Corporation.

2. El Paso Corporation provided the Board with an appropriate waiver of
notice and objection to the Request for Agency Action.

3. The Board has jurisdiction over all matters covered by the Request for
Agency Action and all interested parties therein, and has the power and authority to
render the order herein set forth pursuant to Utah Code Ann. § 40-6-5(3)(b) and Utah
Admin. Code Rule R649-2-3.

4, The Request for Agency Action satisfies all statutory and regulatory

requirements for the relief sought therein and should be granted.

ORDER
Based upon the Request for Agency Action, testimony and evidence submitted,
and the findings of fact and conclusions of law stated above, the Board hereby orders:

1. The Request for Agency Action in this cause is granted.
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2. Utah Admin. Code Rule R649-3-2 is suspended within the Wonsits Valley
Unit Area. Upon Unit cqntraction or termination, lands eliminated from the Unit Area
shall once again become subject to Utah Admin. Code Rule R649-3-2.

3. The locations of all wells currently within the Unit Area are approved and
deemed lawful.

4. No future well may be located closér than 460 feet from the boundary of
the Unit Area without administrative approval of DOGM in accordance with Utah
Admin. Code Rule R649-3-3.

5. The Board’s Order in Cause No. 116-1 is not modified, changed or affected
by this Order.

6. Pursuant to Utah Admin. Code Rule R641 and Utah Code Ann. § 63-46b-6
to -10, the Board has considered and decided this matter as a formal adjudication.

7. This Findings of Fact, Conclusion of Law and Order (“Order”) is based
exclusively on evidence of record in the adjudicative proceeding or on facts officially
noted, and constitutes the signed written order stating the Board’s decision and the
reasons for the decision, all as required by the Administrative Procedures Act, Utah Code
Ann, § 63-46b-10 and Utah Administrative Code Rule R641-109.

8. Notice re: Right to Seek Judicial Review by the Utah Supreme Court dr to

Request Board Reconsideration: As required by Utah Code Ann. § 63-46b-10(e) to

-10(g), the Board hereby notifies all parties in interest that they have the right to seek

judicial review of this final Board Order in this formal adjudication by filing a timely
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appeal with the Utah Supreme Court within 30 days after the date that this Order is
issued. Utah Code Ann. § 63-46b-14(3)(a) and -16. As an alternative to seeking
immediate judicial review, and not .as a prerequisite to secking a judicial review, the
Board also hereby notifies parties that they may elect to request that the Board reconsider
this Order, which constitutes a final agency action of the Board. Utah Code Ann.
§ 63-46b-13, entitled “Agency Review — Reconsideration,” states:

(1)(a) Within 20 days after the date that an order is issued for
which review by the agency or by a superior agency under
Section 63-46b-12 is unavailable, and if the order would
otherwise constitute final agency action, any party may file a
written request for reconsideration with the agency, stating
the specified grounds upon which relief is requested.

(b) Unless otherwise provided by statute, the filing of the
request is not a prerequisite for seeking judicial review of the
order.

(2) The request for reconsideration shall be filed with the
agency and one copy shall be sent by mail to each party by
the person making the request.

(3)(a) The agency heard, or a person designated for that
purpose, shall issue a written order granting the request or
denying request.

(b) If the agency head or the person designated for that
purpose does not issue an order within 20 days after the filing
of the request, the request for reconsideration shall be
considered to be denied.

Id.  The Board also hereby notifies the parties that Utah Admin. Code Rule
R641-110-100, which is part of a group of Board rules entitled, “Rehearing and
Modification of Existing Orders,” states:

Any person affected by a final order or decision of the Board

may file a petitioner for rehearing. Unless otherwise
provided, a petition for rehearing must be filed no later than
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the 10" day of the month following the date of signing of the

final order or decision for which the rehearing is sought. A

copy of such petition will be served on each other party to the

proceeding no later than the 15™ day of the month.
1d, See Utaﬁ Admin. Code Rule R641-110-200 for the required contents of a Petition for
Rehearing. If there is any conflict between the deadline in Utah Code Ann. § 63-46b-13
and the deadline in Utah Admin. Code Rule R641-110-100 for moving to rehear this
matter, the Board hercby rules that the later of the two deadlines shall be available to any
party moving to rehear this matter. If the Board later denies a timely petition for
rehearing, the party may still seek judicial review of the Order by perfecting a timely
appeal with the Utah Supreme Court within 30 days thereafier.

9. The Board retains continuing jurisdiction over all the parties and over the
subject matter of this Cause, except to the extent said jurisdiction may be divested by the
filing of a timely appeal to seek judicial review of this Order by the Utah Supreme Court.

10.  For all purposes, the Chairman’s signature on a faxed copy of this Order
shall be deemed the equivalent of a signed original.

ISSUED this Znd _day of August, 2001.

STATE OF UTAH
BOARD OF OIL, GAS & MINING

By: Q\iﬂ C'CM

Elise L. Erler, Chairman
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CERTIFICATE OF MAILING

I hereby certify that I caused a true and correct copy of the foregoing FINDINGS OF
FACT, CONCLUSIONS OF LAW AND ORDER in Docket No. 2001-017, Cause No. 187-06
to be mailed with postage prepaid, this 2 _day of August, 2001, to the following;

Thomas W. Bachtell
Shawn T. Welch
PRUITT, GUSHEE & BACHTELL

Attorneys for Shenandoah Energy Inc.

1850 Beneficial Life Tower
Salt Lake City, UT 84111

Thomas A. Mitchell

Assistant Attorney General

160 East 300 South, 5th Floor
P.O. Box 140857

Salt Lake City, UT 84114-0857

Kurt E. Seel

Assistant Attorney General

160 East 300 South, 5th Floor
P.O. Box 140857

Salt Lake City, UT 84114-0857

John R. Baza, Associate Director
Utah Division of Qil, Gas and Mining
1594 West North Temple, Suite 1210
P.O. Box 145801

Salt Lake City, UT 84114-5801
(Hand Delivered)

El Paso Corporation

Attn: Len Miles, Director of Lands
Rocky Mountain District

Nine Greenway Plaza, Room 1526
Houston, TX 77046-0995

Baker Hughes Oil Field Operations

17015 Aldine Westfield
Houston, TX 77073
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Baker Hughes Solutions
10111 Richmond, Suite 300
Houston, TX 77042

Bank of America, NA

Mike Earl & Kenneth Skillman, Trustee

515 8. Boulder Avenue
Tulsa, OK 74013

Robert L. Bayless, Jr.
621 17th Street #1640
Denver, CO 80293

Barbara Gail Bayne
3399 S. Pontiac Street
Denver, CO 80202

G.W. Bayne, Trustee  (Undeliverable)
1580 Lincoln Street #700
Denver, CO 80203

June C. Boissomnas Trust
Willis A. Wood &

Samual P. Guyton, Trustees
1630 Welton Street, Suite 300
Denver, CO 80202

John Brinkerhoff

1355 Scott Crescent
Kelowna, British Columbia
CANADA VI1Z 2R9

Brinkerhoff Enterprises
1600 Broadway, Suite 1430
Denver, CO 80202



Robert W. Brinkerhoff, Jr.
950, 635-8th Avenue SW
Calgary, Alberta
CANADA T2P 3M3

James R. Brown, Trustee

Jardine, Linebaugh, Brown & Dunn
4076 Prospector Drive

Salt Lake City, UT 84121

Patricia McDonald Chandler Trust
Patricia McDonald Chandler, Trustee
P.O. Box 5005

Rancho Mirage, CA 92270

Collis P. Chandler, III
475 17th Street, #860
Denver, CO 80202

Christopher E. Chapman
1449 Ridgeway Street
Oceanside, CA 92054

Wilda Chapman, Deceased
c¢/o Christopher E. Chapman
1449 Ridgeway Street
Oceanside, CA 92054

Wilda Chapman, Deceased  (Undeliverable)

¢/o Carole Sanchez
6550 — 126 Ponto Drive
Carlsbad, CA 92009

Jacqueline E. Chorney
P.O. Box 28042, #16
Lakewood, CO 80228

Jane E. Chorney
P.O. Box 28042, #16
Lakewood, CO 80228

Churchill Corporation

475 17th Street, Suite 1000
Denver, CO 80202
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Chappel Cranmer
P.O. Box 1432
White Salmon, WA 98672

Forrest Cranmer
27 Ormonde Gate
London SW3 4EX
ENGLAND

Lillian C. Cranmer
P.O.Box 2166
Evanston, WY 82931-2166

Thomas Lambert Cranmer
221 Donmore Drive
Great Falls, VA 22066

William H. Cranmer
511 Orange Street
Hudson, WI 54016

Robert L. Cranmer Testamentary Trust

Thomas C. Cranmer, Trustee
221 Donmore Drive
Great Falls, VA 22066

Thomas G. Dorough Trust
The Thomas G. Dorough Trust
P.0.Box 1196

Englewood, CO 80150

Caroline Wood Duell
1978 County Road 102
Carbondale, CO 81623-9626

EOG Resources, Inc.
Attn: Ms. Toni Lei Miller
Land Department

600 17th Street, #1 100N
Denver, CO 80202

Timothy L. Garnett
18778 E. Belleview Place
Aurora, CO 80015



S.N. Goodyear  (Undeliverable)
82 Middlesex Road
Buffalo, NY 14216

Sarah N. Goodyear Estate

¢/o G.F. Goodyear, Pers. Rep.
237 Main Street, Suite 600
Buffalo, NY 14203

Grace Petroleum Corporation
P.O. Box 972290
Dallas, TX 75397-2290

Mary Jane Hamm
12014 Timberlake Court
Dallas, TX 75230

Mary Hedges
2030 W. 44th Street
Casper, WY 82602

Laurel Hill Trust  (Undeliverable)
1580 Lincoln Street #700
Denver, CO 80203

III Exploration Corporation
Attn: Mr. Bill Glenn

P.O. Box 7608

Boise, ID 83707

Kansas Natural Gas, Inc.
P.O. Box 818
Hays, KS 67601

Key Production Company, Inc.

707 17th Street #3300
Denver, CO 80202-3404

Allan R. Larson
4876 W. Fair Avenue
Littleton, CO 80123

Adah G. Macauley Trust

P.0. Box 1196
Englewood, CO 80150
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Sylvia C. McLaughlin
1450 Hawthome Terrace
Berkeley, CA 94708

Medallion Exploration
6975 Union Park Center #31
Midvale, UT 84047

MHB Properties

¢/o Milford H. Brinkerhoff
1873 S. Bellaire St., #1000
Denver, CO 80222

Minerals Management Service
Royalty Management Program
P.O. Box 5810 TA
Denver, CO 80217

Rosemary A. Myetrs
4040 Smith Avenue SE
Albuquerque, NM 87108-4350

Allan B. Nichol
621 17th Street, Suite 750
Denver, CO 80293

Laura B. Palmer

Box 7, Site 25, RR#8
Calgary, Alberta
CANADA T2J2T9

F. Jeffrey Peterson
5103 Edenburgh
Boise, ID 83703

Leslie Ann Peterson
3394 West 440 South
Vemal, UT 84078

Mark L. Peterson
3133 North 2050 West
Vemal, UT 84078



Scott Carl Peterson
3394 West 440 South
Vernal, UT 84078

Tamra T. Peterson
5103 Edenburgh
Boise, ID 83703

Prodco, Inc.
18053 E. Belleview Place
Aurora, CO 80015

Prodco, Inc.
518 17th Street, Suite 1070
Denver, CO 80202

Prodco, Inc.  (Undeliverable)
5690 DTC Blvd. #240E
Englewood, CO 80111

RWB Qil Corporation
3340 S. Perry Park Road
Sedalia, CO 80135

Samson Hydrocarbons Company
515 South Boulder Avenue
Tulsa, OK 74013

Samson Resources Company
Samson Plaza

Two West 2nd Street

Tulsa, OK 74103

Chris Sanchez & Rafael Sanchez
Admin./Estate Carole Sanchez
P.O. Box 299

Oceanside, CA 92049-0299

Paul & Inza Schwartz, H/'W  (Undeliverable)

2101 N. Main Street
Centerville, UT 84014
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Shenandoah Energy Inc.
475 17th Street, Suite 1000
Denver, CO 80202

Shenandoah Operating Company, LLC

475 17th Street, Suite 1000
Denver, CO 80202

Mitchell L. Solich
475 17th Street, Suite 1000
Denver, CO 80202

State of Utah

School and Institutional

Trust Lands Administration

675 East 500 South, Suite 500
Salt Lake City, UT 84102-2818

C. Karcher Stone Trust
c/o David K. Stone

420 Santa Rita Ave.
Menlo Park, CA 94025

Michael J. Sullivan
Claire E. Sullivan
P.O. Box 1044
Cheyenne, WY 82001

The Ballard Company
8670 Creek Trail
Morrison, CO 80465

The Hawks Company
P.O. Box 2493
Casper, WY 82602

The Hawks Company Ltd. Partnership

P.O. Box 2493
Casper, WY 82602

William R. Thurston, Trustee (Undeliverable)

1580 Lincoln Street #700
Denver, CO 80203



U.S. of America in Trust for the

Ute Indian Tribe of the Uintah and Ouray
Reservation--Utah Bureau of Indian Affairs
Uintah and Quray Agency

P.O. Box 130

Ft. Duchesne, UT 84026

United States of America

¢/o U.S. Dept. of the Interior
Bureau of Land Management
Vernal Field Office

170 South 500 East

Vernal, UT 84078

United States of America

¢/o Minerals Management Service
Royalty Management Program
P.O. Box 5810

Denver, CO 80217-5810

United States of America

¢/o U.S. Dept. of Interior
Bureau of Land Management
Utah State Office

P.O. Box 45155

Salt Lake City, UT 84145-0155
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Cecil C. Wall
457 West 2 Y2 South
Vernal, UT 84078

Jane 0. Wall
457 West 2 V2 South
Vernal, UT 84078

John Stilwell Wood
(Deceased)

Robert Matheson Wood, Jr.
29092 North View Lane
Escondido, CA 92026

Willis A. Wood
1630 Welton Street, Suite 300
Denver, CO 80202

Wood Issue Limited Partnership
P.O. Box 651
Sheridan, WY 82801

ZKB Properties

1600 Broadway, Suite 1430
Denver, CO 80202
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