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BEFORE THE BOARD OF OIL, GAS AND MINING
DEPARTMENT OF NATURAL RESOURCES
STATE OF UTAH

IN THE MATTER OF THE REQUEST FOR
AGENCY ACTION OF KLABZUBA OIL &
GAS, INC. FOR AN ORDER ESTABLISHING
160 ACRE (OR SUBSTANTIAL
EQUIVALENT THEREOF) DRILLING AND
SPACING UNITS FOR THE PRODUCTION
OF GAS FROM THE FERRON FORMATION
IN THE PORTIONS OF TOWNSHIP 14
SOUTH, RANGES 7 AND 8 EAST, SLM,
CARBON COUNTY, UTAH
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FINDINGS OF FACT, CONCLUSIONS
OF LAW

AND ORDER

Docket No. 2002-008

Cause No. 248-01

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

“Board”) on Wednesday, March 27, 2002, at the hour of 10:00 a.m. The following Board

members were present and participated at the hearing: Chairman Elise L. Erler, J. James

Peacock, Robert J. Bayer, Kent R. Petersen, and W. Allan Mashburn. Attending and participating

on behalf of the Division of Qil, Gas and Mining (the “Division”) was John Baza, Associate

Director — Oil and Gas. The Board and the Division were represented by Thomas A. Mitchell,

Esq., and Kurt Seel, Esq., Assistant Attorneys General, respectively. Attending and participating

on behalf of the Bureau of Land Management (“BLM”) were Robert Henricks, Chief — Branch

of Fluid Minerals, and Assad Raffoul, Utah State Office. Attending and participating on behalf

of the Utah School and Institutional Trust Lands Administration (“SITLA”) was LaVonne J.

Garrison, Assistant Director — Oil and Gas.



Testifying on behalf of Petitioner Klabzuba Oil & Gas, Inc. (“KOG”) was Mark S.
Caldwell, Senior Geologist. Relma M. Miller, Esq., and Robert G. Pruitt, Jr., Esq., Pruitt,
Gushee, & Bachtell, appeared on behalf of KOG.

At the conclusion of KOG’s presentation, the Division, BLM and SITLA all expressed
their support of the Request for Agency Action provided that issues relating to the Gordon Creek
II Federal Exploratory Unit (contracted in 1987) were resolved. No statements were made at the
hearing in opposition of the Request for Agency Action and no other parties appeared at the
hearing. Letters in support of KOG’s request were received from Dudley & Associates and
Forest Oil Corporation (“Forest”).

The Board, having considered the testimony presented and the exhibits received into
evidence at the hearing, being fully advised, and for good cause appearing, hereby makes the
following findings of fact, conclusions of law, and order.

FINDINGS OF FACT

1. The following described Carbon County lands (hereinafter referred to as the
“Subject Lands™) were, as of the date of the hearing, not subj ect to any spacing order, although
certain lands are included within the boundaries of the contracted Gordon Creek II Federal
Exploratory Unit:

Township 14 South, Range 7 East, SILM

Section 12:  Lots 1 (42.23), 2 (41.72), 3 (41.39)
and 4 (41.21), WY%EY%, WY [All]

Section 13:  Lots 1 (41.05), 2 (40.89), 3 (40.75) and
4 (40.59), WAEY, WY [All]
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Section 24:

Section 25:

Section 36:

Lots 1 (40.60), 2 (40.74), 3 (40.57) and
4 (40.03), WY%EY%, WY [All]

Lots 1 (39.94), 2 (40.39), 3 (40.56) and
4 (40.33), WY%E%, WY [All]

Lots 1 (40.19), 2 (40.14), 3 (40.09),
4 (41.08), 5 (40.79), 6 (40.45) and 7 (40.18),
WYNEY,, NWYSEY:, NYSWYs,

NWY% [All]

(containing 3,215.91 acres, more or less)

Township 14 South, Range 8 East

Section 7:

Section 8:

Section 17:

Section 18:

Section 19:

Section 20:

Section 29:

Section 30:

Section 31:

Section 32:

Lots 1 (39.41), 2 (39.35), 3 (39.29) and
4 (39.23), BsW%, Ev; [All]

All
All

Lots 1 (39.17), 2 (39.11), 3 (39.05) and
4 (38.99), E%sW¥%, E% [All]

Lots 1 (38.99), 2 (39.05), 3 (39.11) and
4 (39.17), B%WY%, E% [All]

All
All

Lots 1 (39.15), 2 (39.05), 3 (38.95) and
4 (38.85), E%aW4%, E% [All]

Lots 1 (38.74), 2 (38.64), 3 (38.54),
4(35.74), 5 (37.31), 6 (37.43), and
7 (37.54), EANWY4, NEV:SWY,
N%SEY, NEY [All]

Lots 1 (40.47), 2 (40.46), 3 (40.53),
4 (40.54), 5 (38.02), 6 (37.89), 7 (37.75), and
8 (37.61), N% [All]
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(containing 6,363.13 acres, more or less)
being 9,579.04 aggregate acres.

2. The contracted Gordon Creek II Federal Exploratory Unit (“Gordon Creek II
Unit”), administered by the BLM and comprised of 160 acres, covers the following described
lands:

Township 14 South, Range 8 East, SLM
Section 18: E¥%SWY, SWWSEYs
Section 19: NEWUNWY,
Although the BLM is unit manager, all the lands in the Gordon Creek II Unit are owned by the
State of Utah and managed by SITLA. The Gordon Creek II Unit is operated by Forest,
successor by merger to Forcenergy Partners, LP.

3. KOG is a Texas corporation in good standing and authorized to conduct
business in the State of Utah. KOG holds leasehold or operating rights in 3,466.87 acres of the
Subject Lands.

4. KOG has completed three wells within the Subject Lands for production of
natural gas, not coalbed methane, from the Ferron sandstone member of the Mancos formation
or, as it is commonly referred to, the Ferron formation. For purposes of this cause, the Ferron
formation is defined as:

The stratigraphic equivalent of the interval from 3,198 feet to 3,650
feet as shown on the Induction Log of the Oxy Petroleum Gordon

Creek Unit #1 well located in the NWYSEY: of Section 19,
Township 14 South, Range 8 East, SLM.
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5. The Ferron formation generally constitutes one pool for gas in the Subject Lands
and one well will efficiently and economically drain approximately 160 acres in that pool.

6. The Subject Lands are located directly west of the Drunkard’s Wash Federal
Exploratory Unit, the plans of unit development for which are based on a 160 acre spacing
pattern. The Ferron forrhation underlying the Subject Lands correlates in character with said
formation as underlying the lands within the Drunkards Wash Unit.

7. The establishment of approximately 160 acre drilling and spacing units for the
Ferron formation underlying the Subject Lands will allow for orderly development,
prevent waste by drilling unnecessary wells, adequately protect the correlative rights of all
interest owners, result in the greatest recovery of the resource, and is just and reasonable under
the circumstances.

8. The lands within the Gordon Creek II Unit and the initially proposed unit C
[described as Lots 3 (39.05) and 4 (38.99), Section 18 (containing 78.04 acres)] are excluded
from this Cause.

9. Each drilling and spacing unit created by this Order should be comprised of a
governmental quarter section, e.g. NEY, or lots and quarter-quarter sections substantially
comprising the same (“Regular Unit”), with the exception of two special drilling and spacing
units (“Special Units”) described as:

Township 14 South, Range 8 East, SLM
Unit A: E%SEY and NWY%SEYs, Section 18

(containing 120 acres)
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Unit B: Lots 1 (38.99), 2 (39.05) and SEVANW Y,
Section 19

(containing 118.04 acres)

10. The permitted well for each Regular Unit shall be located no closer than 460 feet
from the outer boundary of the unit, except as otherwise permitted by administrative action for
topographic or geologic reasons or other good cause shown.

11.  The permitted well for each unit shall be drilled no closer than 920 feet from other
wells completed and producing from the Ferron formation except as otherwise permitted by
administrative action for topographic or geologic reasons or other good cause shown.

12.  The permitted well located in Special Unit A shall be drilled no closer than
200 feet from a boundary of said unit with prior written consent of the operator of the Gordon
Creek I Unit.

13. KOG’s #19-14-8 well shall be the permitted well for Special Unit B.

14. KOG is engaged in negotiations with Forest to acquire all Forest’s rights in
the Gordon Creek II Unit. If negotiations are successful, KOG plans to dissolve the Gordon
Creek II Unit.

15. Should KOG be successful, upon dissolution of the Gordon Creek II Unit,

KOG will petition the Board for an Order to dissolve Special Units A and B and to form Regular
Units from the land encompassed by Special Units A and B, the Gordon Creek II Unit and the

initially proposed unit C.
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16. A copy of the Request for Agency Action was mailed to the royalty,
overriding royalty, working interest and other production interest owners, and operators within
the Subject Lands as disclosed by the appropriate Federal, State and County realty records.

17.  Notice was duly published as required by Utah Admin. Code
R641-106-100.

18.  The vote of the Board members present in the hearing and in this cause was
unanimous in favor of granting the Request for Agency Action as modified at the hearing to
exclude both the Gordon Creek II Unit and the initially proposed unit C, and to authorize drilling
a permitted well in Special Unit A.

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 required by law and the rules and
regulations of the Board and Division.

2. 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 40-6-6.

3. The Request for Agency Action satisfies all statutory and regulatory requirements

for the relief sought therein and should be granted.
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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 as modified at the hearing
to exclude both the Gordon Creek II Unit and the initially proposed unit C, and to authorize
drilling a permitted well in Special Unit A.

2. The lands within the Gordon Creek II Unit and the initially proposed unit C are
excluded from this Order.

3. 160 acre drilling and spacing units are hereby established for the remaining
Subject Lands for the production of gas from the Ferron formation as defined herein.

4, Each Regular Unit shall be comprised of a governmental quarter section, e.g.
NEY4, or lots and quarter-quarter section substantially comprising the same. Special Units A and
B (as defined herein) are established in portions of Sections 18 and 19, Township 14 South,
Range 8 East, SLM.

5. The permitted well for each Regular Unit shall be located no closer than 460 feet
from the outer boundary of said unit and no closer than 920 feet from other wells completed and
producing from the Ferron formation (as defined herein) unless otherwise permitted by
administrative action approved by the Division in compliance with Utah Admin. Code R649-3-3
(rule governing “Exception to Location and Siting of Wells”).

6. The permitted well located in Special Unit A shall be drilled no closer than 200

feet from a boundary of said unit, with written consent of the Gordon Creek II Unit operator,
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currently Forest, and no closer than 920 feet from any other well completed and producing from
the Ferron formation. KOG’s #19-14-8 well shall be the permitted well for Special Unit B.

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

8. This Findings of Fact, Conclusions 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 R641-109.

9. Notice re: Right to Seek Judicial Review by the Utah Supreme Court or to
Request Board Reconsideration: As required by Utah Code Ann. § 63-46b-10(¢) 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 appeal with the Utah Supreme
Court within 30 days after the date that this Order 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 seeking
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 specific grounds
upon which relief is requested.
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(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 mailed to each party by the person making
the request.

(3)(a) The agency head, or a person designated for that purpose,
shall issue a written order granting the request or denying the
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 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 petition for rehearing. Unless otherwise provided, a petition
for rehearing must be filed no later than 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.
Id. See Utah Admin. Code 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 R641-110-100 for moving to rehear this matter, the Board hereby 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 thereafter.

10.  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.

2002-008.0rd 10



05/15/02_ WED 17:31 FAX 801 252 3239 KENNECOTT SALES
MIATT1I974UUCE WED U3.U8 HIT UIL, WHD & ITINING FHA NU, BULl 399 3YqUu
— N’

11.  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 (S day of May, 2002.

STATE OF UTAH
BOARD OF OIL, GAS & MINING

ay Qe (GAes™

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. 2002-008, Cause No. 248-01
to be mailed with postage prepaid, this 16 day of May, 2002, to the following:

Relma M. Miller

Robert G. Pruitt, Jr.

PRUITT, GUSHEE & BACHTELL
Attorneys for Klabzuba Oil & Gas
1850 Beneficial Life Tower

Salt Lake City, UT 84111

Thomas A. Mitchell

Assistant Attorney General

160 East 300 South, 5th Floor
P.O. Box 140815

Salt Lake City, Utah 84114-0815

Kurt E. Seel

Assistant Attorney General

160 East 300 South, 5th Floor
P.O. Box 140815

Salt Lake City, Utah 84114-0815

John B. Maycock

Assistant Attorney General

1594 West North Temple, Suite 300
Salt Lake City, Utah 84116

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

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

Klabzuba Oil & Gas

Attn: Christy A. Siirola

700 Seventeenth Street, Suite 1300
Denver, CO 80202
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State of Utah

Division of Forestry, Fire & State Lands
1594 West North Temple, Suite 3520
Salt Lake City, UT 84116

State of Utah

Division of Wildlife Resources

1594 West North Temple, Suite 2110
Salt Lake City, UT 84116

U.S. Bureau of Land Management
Attn: Robert Henricks

324 South State Street, Suite 301
Salt Lake City, UT 84111-2303

Ms. LaVonne Garrison

Mr. Kurt Higgins

Justin Quigley, Esq.

Utah School and Institutional
Trust Lands Administration
675 East 500 South, Suite 500
Salt Lake City, UT 84140

Dudley & Associates, LLC
904 Denver Center Building
1776 Lincoln Street
Denver, CO 80203-1026

Milton A. Oman, Ltd.

A Utah Limited Partnership
(Darin Caine-Partner)

1504 East Zenith Avenue
Salt Lake City, UT 84106



Wayne MclIntire & Edith Mclntire

Vivian R. Mclntire

Floyd C. McIntire & Helen McIntire

c/o Floyd C. McIntire
7780 East Comell Avenue
Denver, CO 80231

Texaco Exploration and Production, Inc.

P.O. Box 2100
Denver, CO 80201

Phillips Petroleum Company

9780 Mt. Pyramid Court, Suite 200

Englewood, CO 80112

Forcenergy Partners, LP

A Delaware Limited Partnership
2730 SW 3", #800

Miami, FL. 33129

Oxy USA WTP, LP

A Delaware Limited Partnership
6 Desta Drive, Suite 6000
Midland, TX 79705-5505

Key Production Co., Inc.
707 17™ Street, #3300
Denver, CO 80202

The Anschutz Corporation
555 17™ Street, #2400
Denver, CO 80202

M. W.Dix (Undeliverable)
P.O. Box 499
Casper, WY 82602

Transcontinent Oil Company
Profit Sharing Trust

621 17" Street, #1201
Denver, CO 80293
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James M. Scribner (Undeliverable)
P.O. Box 1731
Sandy, UT 84091

J. Paul Mathias
8871 East Easter Place
Englewood, CO 80112

Midcon Central Exploration Company

c/o Apache Corp.
1700 Pacific Avenue, #3300
Dallas, TX 75201

Jeffrey Chomey
555 17™ Street, #1000
Denver, CO 80202

Robert W. Scott
1275 Lupine Way, Genesee
Golden, CO 80401

L. Stanley
5070 Nassau Circle
Englewood, CO 80112

D. Patrick Grubbs (Undetiverable)
7495 S. Poniac Way
Englewood, CO 80112

Eugene A. O’Brien

© 5461 West Kent Place

Denver, CO 80235

O. L. Rickard
12935 Piney Lake Road
Parker, CO 80134

Sam T. Boltz, Jr.
16 Ivy Lane
Denver, CO 80220



Rose Mary Towne Elizabeth Pozun
1410 North 18" Street William C. Pozun
Grand Junction, CO 81501 3299 Drake Hill Road
Fortuna, CA 95540
Mary Davey
1168 John Hill Road Josephine Gwin & Kenneth Gwin
Eureka, CA 95501 3544 1 Street  (Undeliverable)
Eureka, CA 95501
John Losik & Dorothy Losik
Stephen F. Losik Larry K. Burnside & Kelly P. Burnside
Martina E. Grange & Carl J. Losik P.O. Box 297
42 Jim Grange Lane Huntington, UT 84528

Basalt, CO 81621
Evertson Exploration LLC

John M. Skerl & Gloria Skerl (Undetiverable) P.O. Box 397
148 South Main Kimball, NM 69145
Helper, UT 84526

_ Sidwell Oil & Gas Inc.
Herman James Pozun P.O. Box 9298
1608 Permeter Circle SE Amarillo, TX 79105

Albuquerque, NM 87116

Justus Ray Jorgensen
Margie Seymour 190 West 100 North
4104 Palisades Road Castle Dale, UT 84513
San Diego, CA 92116

A. Gale Jorgensen

Mili Husband 351 East Main Street
512 Janet Street Castle Dale, UT 84513
Helper, UT 84526

Jerry Carl Seely
Jim Holland & Sharon Holland Daniel B. Seely
7106 Cloverleaf Way Box 929
Citrus Heights, CA 95621 Meeker, CO 81641
Raymond Beck Milton A. Oman, Ltd.
Attorney-in-Fact for Stan Beck A Utah Limited Partnership
1601 Broadway P.O. Box 11798
Eureka, CA 95521 Salt Lake City, UT 84147-0798

L. Jeane Dorough Trust
P.O. Box 1196
Englewood, CO 80150
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MAP99A - MGD
c/o Chase Bank
P.O. Box 660197
Dallas, TX 77221

William W. Whitley
255 South Milwaukee Street
Denver, CO 80209

Sigmund J. Rosenfeld
225 Dexter Street
Denver, CO 80220

Phillips Petroleum Co.
P.O. Box 1967
Houston, TX 77251

Prince Oil & Gas Company
1099 18™ Street, Suite 400
Denver, CO 80202

Douglas J. Guion
1099 18™ Street, Suite 400
Denver, CO 80202

Pennsylvania Minerals LLC
P.O. Box 899
Denver, CO 80201

Patina Oil & Gas Company
1625 Broadway, #2000
Denver, CO 80202

Merrill Fillmore
Freda L. Fillmore
P.O.Box 14
Cleveland, UT 84518
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Lanny K. Burnside
Kelly P. Burnside

P.O. Box 297
Huntington, UT 84528

National Forest Service
Federal Building

324 25" Street

Ogden, UT 84401

Bernard I. Grosser
511 Perry Hollow Rd.
Salt Lake City, UT 84013

Lion Oil Co.
518 17" Street, Suite 345
Denver, CO 80202

Oxy Petroleum, WTP LP
P.O. Box 300
Tulsa, OK 74102

Transcontinent Oil Company
Profit Sharing Trust

1050 First National Bank Bldg.
621 17" Street
Denver, CO 80293
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