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RE: Cause No. RO&G 27t7-At
DOGM Proposed Rule Changes

Public Comments of lnternational Petroleum Limited tiability Company

Dear Board

lnternational Petroleum Limited Liability Company ("lnternational") is a small Utah oil and gas

exploration company that holds mineral interests, oil and gas leases, and royalty interests in Utah.
lnternational is engaged in exploration projects and the production of oil and gas in Utah and several

other states.

lnternational acknowledges that to facilitate exploration and production, Operators need an

efficient mechanism for dealing with mineral owners. However, lnternational's philosophy has long

been that fairness to mineral owners should be paramount, and in balancing the competing interests,

the process should lean toward protection of mineral owners' rights. lnternational believes that this
philosophy also serves the best interests of the state, since most of the economic benefits to mineral

owners are enjoyed in Utah by Utah residents, while many of the benefits to Operators are taken out of
the state.

lnternational is concerned that the proposed rule changes unduly favor large production

companies at the expense of mineral owners, and urges the Board to consider the need for stronger
notice provisions, additional protections for mineral owners on subsequent wells within a unit, and strict
rules concerning Joint Operating Agreements.

As to notice, the proposed rule would substantially increase the consequences of a notice to
which there is no response. The new rule would apply non-consent penalties up to 400 percent, likely

eliminating any prospect of benefit to a mineral owner from the very minerals they own. Moreover, the
effect of the notice would not be limited to a single well, as it is in,every other state, but would apply to
all subsequent wells in the Unit. ln light of these consequence, lnternational believes that the proposed

rules must contain the strongest possible notice requirements.
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Absent strong notice requirements, lnternational believes that Operators will have little
incentive to make more than a cursory attempt at notice. Since the consequence of a failed notice are

force-pooling on terms that would be substantial more favorable to the Operator than any reasonable

lease terms, the potential, if not incentive, for abuse is substantial and apparent. lndeed, even under

the existing rules, it has not been unusual for lnternational to have little trouble locating and leasing

small mineral owners after larger Operators have determined them to be "unlocatable." ln some

instances, it has taken no more than a few hours to locate and contact these parties using nothing more

than resources that are readily available on the internet.

lnternational urges that the notice provision be strengthened in two ways. First, the notice
provision should require actual diligence in giving notice. The electronic revolution has rendered notice

by publication largely ineffective, but it has given everyone very readily available resources to locate

individuals and companies. The notice provision should impose specific requirements as to the means

Operators should use to locate owners. At a minimum, Operators should be required to exhaust

information readily available to the public on all state and publicly available internet resources.

Second, the notice provision should include consequences to Operators from failure to make

reasonable efforts to give notice. For example, the Board could adopt a provision under which a

landowner who had been classified as "unlocatable," upon showing that it was in fact locatable through
reasonable means the mineral owner/Lessee which located and leased the "unlocatable", would be

entitled to an interest in the well free of any risk compensation assessment and with the average

weighted royalty in the Unit, with the Operatorto pay all costs of the process. Such a provision would
protect owners who may otherwise be treated unfairly, but more importantly, would create an incentive

for Operators to use greater care in locating and providing notice to owners.

ln addition to the notice issue, lnternational urges the Board to reconsider the consequences of
force pooling on subsequent wells in a Unit. The effect of the proposed rule appears to be that an

owner who is deemed non-consent on the first well, whether by election or because they are deemed
"unlocatable", would remain non-consent for all subsequent wells. As a practical matter, that result

would be an involuntary forfeiture of the mineral interest, because the owner would have no realistic

opportunity to lease the interest, and except in rare circumstances, the risk compensation penalty

would consume all of the production revenue.

Essentially, this change will shift the burden from Operators to landowners with respect to
pooling on subsequent wells. Few landowners have the resources, knowledge or experience necessary

to protect their own interests by pursuing a "filing of and hearing upon a petition" before the Board.

lnternational is not aware of any state that has imposed such far-reaching consequences of a single

opportunity for notice and election.

As an alternative, lnternational would recommend that at a minimum, new notice is required to
all mineral owners on each successive well, and owners deemed to be non-consenting on a prior well be

entitled to full participation in subsequent wells upon a new consent election.
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Finally, lnternational is concerned about the potential for abuse of owner's rights through the
terms of a joint operating agreement. For instance, if a Joint Operating Agreement approved in
connection with an initial well imposes a substantial risk compensation assessment, but the initial well
then proves available reserves for production on future wells, a similar risk compensation assessment on
future wells would be unwarranted. Moreover, lnternational has observed that some Operators may

include provisions in a JOA, including primarily in Article XVI additional provisions of the standard-form
JOA that create profit centers for the Operator and impose unjustified costs on owners. An example is

provisions imposing unit-based charges for water disposal, facilities, and so forth. lnternational would
recommend provisions to rcstrict Operators from including such provisions in a JOA, and require tlrat
JOA terms applicable to non-consenting owners and small owners be at least as favorable as the most
favorable terms of any agreement between the Operator and any other owner or leaseholder within the
unit.

lnternational appreciates the Board's efforts in considering the proposed rules and understands

the difficulty of finding solutions that will satisfy both Operators and owners. However, lnternational
believes that when viewed from the position of the landowner, the proposed rules are unfair to
landowners. lnternational urges the Board to reject the proposed rule or to modifli the rules as

suggested above.

Also, lnternational wants the Board to consider the potential unforeseen effects from any rules

that would diminish competition in the future and thereby devaluing the land owner's mineral rights.

lnternational believes that the Board should use caution and error in favor of protecting the correlative
rights of mineral owners and not apply to any future wells, just like every other state.

Thank you for your attention to these comments.

Sincerely,

Bryon

Presi r-Manager
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