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COMES NOW, Crescent Point Energy U.S. Corporation ("Crescent Point"), by and

through its attomeys Steptoe & Johnson PLLC, and pursuant to Utah Admin. Code Rule R641-

104-140, hereby files its Response to Request for Agency Action ("Response") concerning the

Request for Agency Action dated December 10, 2018 ("RAA")l filed in the above-captioned

matter by Axia Energy II, LLC ("Axia"). Crescent Point respectfully requests that the State of

Utah Board of Oil, Gas and Mining ('oBoard") enter an order denying the relief sought in the

RAA.

STANDING

Crescent Point is a Delaware limited partnership, with its principal place of business in

Denver, Colorado. Crescent Point is duly qualified to conduct business in the State of Utah.

Crescent Point is fully and appropriately bonded as required by all relevant Federal, Tribal and

State of Utah governmental agencies. Crescent Point is the owner of oil and gas leasehold

working interests in the Subject Formations and Subject Lands, and has the necessary standing to

maintain this Response.

t Unless defined herein or the context requires otherwise, capitalized terms shall have the meanings ascribed thereto
in the RAA.



RAA BACKGROUND

In summary, the RAA indicates that Axia has filed numerous requests for the

establishment of I,280-acre (or substantial equivalent) drilling units for the production of oil, gas

and hydrocarbons from long lateral (having productive wellbore intervals in excess of one mile

in length) horizontal wells (each a "LLHZ Well" and collectively, "LLHZ_Wellg") from the

Subject Formations as defined in each respective request. See RAA, at Pgs. 2-5. More

specifically, the RAA refers to various Board orders2 (collectively, "RAA Orders") establishing

the following 1,280-acre drilling and spacing units (collectively, "RAA Drilling Units") located

inUintahandDuchesneCounties,Utah(co1lectively,..@','):

The Order 139-138 Lands:

Stand-Up Units
Township 2 South. Range 1 West. U.S.M.

Sections 27 and34
Sections 28 and33
Sections 29 and32
Sections 30 and 31

The Order 139-140 Lands:

Stand-Up Units
Township 2 South, Range 2 West, U.S.M

Sections 25 and36
Sections 26 and35
Sections 27 and34
Sections 28 and33

2 Specifically, the RAA refers to the following orders entered by the Board: (l) the Findings of Fact, Conclusions of
Law and Order in Docket No.2016-011, Cause No. 139-138 dated July 18,2016 ("Qrde1-!3_9:l_18"); (2) the
Findings of Fact, Conclusions of Law and Order in Docket No. 2016-018, Cause No. 139-140 dated January 23,
2017 and amended April 4, 2017 ("@dq_139:)W'); (3) the Findings of Fact, Conclusions of Law and Order in
Docket No. 2017-024, Cause No. 139-149 dated March 21,2018 ("Qrdell_39:!49"); and (4) the Findings of Fact,
Conclusions of Law and Order in Docket No.2018-003, Cause No. 139-153 dated April 23,2018 ("Qrdell39-
153.',).
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Sections 29 and32
Sections 30 and 31

Lav-Down Units
Township 2 South. Ranse 3 West, U.S.M.

Sections 25 and26
Sections 27 and28
Sections 33 and34
Sections 35 and36

The Order 139-149 Lands:

Stand-Up Units
Township 2 South. Ranse 2 West. U.S.M.

Sections 14 and23
Sections 15 and22
Sections 16 and2l
Sections 17 and20

(all in Duchesne County)

Township 2 South. Range 1 West. U.S.M.

Sections 14 and23 (Uintah County)
Sections 18 and 19 (Duchesne County)

Lav-Down Unit
Township 2 South. Ranee 2 West and

Township 2 South, Range 3 West, U.S.M

Sections 18 (2S-2W) and 13 (2S-3W)
(Duchesne County)3

The Order 139-153 Lands:

Stand-Up Units
Township 2 South. Range 2 West. U.S.M.

Sections 3 and 10

Sections 4 and9
Sections 13 and24
Sections 18 and 19

3 This 1,280-acre lay-down unit was later modified by Order 139-153
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Lav-Down Units
Township 2 South. Range 2 West, U.S.M.

Sections 5 and 6
Sections 7 and 8

Township 2 South. Range 3 West. U.S.M.

Sections I and2
Sections 3 and 4

Sections 5 and 6
Sections 7 and 8

Sections 9 and 10

Sections ll and 12

Sections 13 and 14

Sections l5 and 16

Sections 17 and 18

Sections 19 and20
Sections 21 and22
Sections 23 and24
Sections 29 and30
Sections 3l and32

The RAA states that each 1,280-aue drilling unit established in the RAA Order Lands

authorized up to 32 wells per drilling unit, consisting of any combination of vertical/directional

wells, short-lateral horizontal wells (having productive wellbore intervals up to one mile in

length; each an "SLHZlUgll" and collectively, "SLHZ Wells") and LLHZ Wells. Id., at Pg. 5.

Additionally, the RAA states that all production fromLLHZ Wells within the RAA Order Lands

is to be allocated on a 1,280-acre (or substantial equivalent) basis, and production from

vertical/directional wells and SLHZ Wells is to be allocated on a 640-acre governmental section

(or the substantial equivalent) basis. Id.

The RAA goes on to state that it has come to Axia's attention that there are various

competing Form 3 applications for permit to drill (each an "APD" and collectively, .'APD!")

proposing to drill the same, or substantially similar, wells within certain of the RAA Drilling
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Units. Id., at Pgs. 5-6, 9-10. Axia asserts that, as the majority owner in "many" of the RAA

Drilling Units, it has various concerns related to potential waste of resources, as well as a

violation of Axia's correlative rights, should any of the non-Axia APDs be approved. Id. As

such, the RAA requests, among other things, that the Board issue an order modifuing the RAA

Orders to include a provision granting Axia (or any other majority interest owner, on an RAA

Drilling Unit basis) the right of first refusal to drill and operate any well proposed by any

minority interest owner, irrespective of well type. Id., at Pg. 10-12. Axia asserts that only under

these circumstances can waste be prevented and Axia's correlative rights be protected. Id.

The RAA further requests that the well spacing and production allocation in existence

pursuant to the above-described orders of the Board, i.e. Order 139-84 and Order 139-90, remain

in full force and effect as to the Existing Wells and Interim Wells alone. See id., at Pgs. 5,2I.

The RAA is supported by Axia's Exhibits dated September 25, 2017 (collectively, o'&

Exhibits").

ANALYSIS AND RESPONSE

Crescent Point believes that granting Axia the right of first refusal in the RAA Drilling

Units is problematic in numerous regards. First, in light of the currently-ongoing formal

rulemaking process initiated by the Board in Spring 2017, Crescent Point asserts that the issue of

"operatorship," and the manner by which it is granted, is best addressed by formal rulemaking, as

the issue extends far beyond the RAA Order Lands/RAA Drilling Units, and impacts numerous

operators and owners. Second, the relief requested would substantially violate Crescent Point's

correlative rights as a fully-capable operator with interests in the RAA Drilling Units. Third,

granting the right of first refusal does not ensure waste will be prevented, as it allows Axia the

opportunity to play "gatekeeper" and opens up the possibility that although another operator's
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development plan might better prevent waste, it could be halted prematurely by Axia on arbitrary

grounds. Finally, Crescent Point urges the Board to take into consideration the fact that while

Axia appears to be advancing the interests of the "majority interest owner," Axia holds that

distinction in many of the RAA Drilling Units, and thus, is primarily advancing its own interests.

As such, and for other reasons detailed below, Crescent Point believes that the Board

should deny Axia's RAA in full, and in its denial, confirm that issues related to "operatorship"

are most properly addressed by the ongoing formal rulemaking initiated by the Board and the

Division.

I. The Issue of Operatorship is Best Addressed through the Rulemaking Process

Under Utah Code Ann. $40-6-5(3)(a), the Board has the authority to regulate "all

operations for and related to the production of oil or gas . . . ", and to promulgate rules to the

same effect. All rules promulgated by the Board must be promulgated pursuant to Utah Code

Ann. $40-6-5 and the Utah Administrative Rulemaking Act, Utah Admin. Code Rule R63G-3-

l0l, et seq.

In Spring 2017, the Board, in cooperation with the Division, commenced "rulemaking

proceedings to enact regulations further defining, for purposes of Utah Code subsections 40-6-

2@) and 40-6-2(11), the manner and timeframe in which an owner must consent to the drilling

and operation of a well and agree to bear that owner's proportionate share of the costs after

having received proper notice." See Notice of Agency Action Concerning Rulemaking

Proceeding, dated April 18, 2017. On October 2,2018, the Board amended the Notice of

Agency Action Concerning Rulemaking Proceeding, dated April 18, 2017, to include'oinformal

discussion and input from the public in relation to not only the 2017 legislative changes, but also

the 2018 legislative amendment and whether additional rules are required to specifically address

. . . 'operatorship."' See Amended Notice of Agency Action, Notice of Informal Rulemaking
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Dicussion Concerning Forced Pooling and Other Matters to be Held During the October 2018

Public Meeting and Invitation for Public Comment dated October 2,2018.

Through the foregoing rulemaking-associated filings by the Board, the hearings held thus

far, and the comments received from attorneys, companies and the public, it is clear that the

Board has decided to address the issue of "operatorship" in its current rulemaking. This makes

significant sense, as this is not an issue limited only to the RAA Drilling Units or the RAA Order

Lands, but rather is an issue affecting operators and owners throughout the Uinta Basin. In fact,

Axia even acknowledges the breadth and widespread effect of the issue in the RAA, but chooses

rather to focus on its personal interests as it relates to the RAA Drilling Units. See RAA, Pg. 6

(noting that "competing APDs may not have been a regular occurrence in the past, but with the

inueased adoption of horizontal drilling in Utah and the ability to drill many wells within each

drilling unit . . . the issue is coming up more frequently.':). In matters such as this, where the

issue extends beyond the RAA applicant, and directly effects numerous operators and owners,

the rulemaking process affords all interested parties protections to ensure that the subsequently-

enacted rule best addresses the issue, in a manner that benefits the most possible parties. Axia's

course of action here is inapposite - it primarily benefits only one party, Axia.

As to the issue of "operatorship," and how the appropriate operator within each drilling

unit and/or well is designated, it extends Basin-wide, affecting many more companies and

owners than Axia alone. Indeed, the Board has already commenced rulemaking proceedings to

address this very issue; it is clear that Axia's goals are not holistic in nature, but rather focused

on ensuring that it is the operator in each of the RAA Drilling Units in which it owns a majority

interest. The Board should see through Axia's "smoke and mirror" tactics, deny the relief

requested in the RAA, and move forward with the current rulemaking proceedings to address the
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"operatorship" issue in a more appropriate setting, ensuring that all interested parties' rights are

protected, and that the correct result is reached as it pertains to how'ooperatorship" is designated.

II. Granting Axia the Right of First Refusal in the RAA Drilling Units Violates
Crescent Point's and Other Owners' Correlative Rights

Axia asserts that granting it the right of first refusal in the RAA Drilling Units will result

in the protection of Axia's correlative rights, while denial of its Request will substantially harm

Axia's correlative rights. See RAA, Pgs. 5-6. What Axia's argument fails to consider is that

there are numerous operators and owners in the RAA Drilling Units fully capable of

implementing development plans that adequately protect the correlative rights of all owners

within the RAA Drilling Units. See Utah Code Ann. $40-6-l ("It is declared to be in the public

interest . . . to authorization and to provide for the operation and development of oil and gas

properties in such a manner that . . . the correlative rights of all owners may be fully protected . .

. .") (emphasis ours). Crescent Point, as the #3 producer of oil, gas and associated hydrocarbons

in the Uinta Basin, is in the process of implementing a development plan the Board has heard

testimony about on numerous occasions; a development plan that has resulted in, and been the

basis of, the Board approving multiple requests for agency action filed by Crescent Point for the

development of the Uinta Basin. It has been shown repeatedly that Crescent Point's

development plan properly protects the correlative rights of all owners.

If the Board were to grant Axia the right of first refusal as to operatorship in the RAA

Drilling Units, the Board would essentially be anointing Axia's development plans as superior to

those possessed by other capable operators, such as Crescent Point. Granting Axia's requested

relief means that development plans that better protect correlative rights of all owners within the

RAA Drilling Units will never reach the Board, but will instead rather be prematurely halted on

arbitrary grounds, in the event Axia chooses to exercise a right of hrst refusal. This type of
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preferential treatment of one operator's development plan creates bad precedent, and will allow

Axia to advance its own interests at the expense of other operators and owners. This stands in

opposition to the obligations of the Board pursuant to Utah Code Ann. $40-6-5.

ilI. Granting Axia the Right of First Refusal Promotes Waste

Axia asserts that granting it the right of first refusal in the RAA Drilling Units will result

in the prevention of waste. See RAA, Pgs. 5-6. Axia claims that "as the majority interest owner

in many of the [RAA] Drilling Units, Axia has the most to lose if wells are improperly drilled or

if the location of a proposed well would prevent other wells from being drilled." Id.

Furthermore, Axia suggests that while many operators have similar goals, only the majority

interest owner will ensure that resources are developed in a manner that prevents waste. Id., at

Pg.6.

Once again, Axia creates the implication that in all RAA Drilling Units where Axia is the

majority interest owner, only Axia is in a position to determine what is best. To the contrary,

Utah's Oil & Gas Conservation Act gives the opportunity to any owner to put its development

plans before the Board, without having to first receive Axia's blessing. See Utah Code Ann.

$40-6-1 ("It is declared to be in the public interest . . . to authorization and to provide for the

operation and development of oil and gas properties in such a manner that . . . the correlative

riehts of all owners may be fully protected . . . .") (emphasis ours). Sufficient procedures are in

place through Utah Admin. Code Rule R641-104-140 in the event Axia feels its development

plan, as it pertains to the drilling of a particular well within the RAA Drilling Units, better

protects correlative rights and prevents waste than another development plan. The Board should

not give Axia the power to play "gatekeeper" as it pertains to APDs approval and operatorship;

rather, the Board and Division are better suited to employ this role.
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IV. Axia Seeks Only to Advance its Personal Interests

Throughout the entirety of the RAA, Axia claims to be advancing arguments on behalf of

the "majority interest owner" for all of the RAA Drilling Units. See RAA, Pgs. 5-7. Indeed, all

amendments to the RAA Orders suggested by Axia grant the right of first refusal not to Axia

specifically, but rather to the "majority interest owner" of the drilling unit. Id., at Pg. 7.

However, the "majority interest owner" in almost all RAA Drilling Units happens to be Axia, as

Axia admits. Id., at Pg. 5 ("As the majority owner in many, though not all, of the 1,280-acre

[RAA] Drilling Units . ."). Put simply, the Board should not fall victim to Axia's cloaked

attempt to advance its own personal interests through the guise of assisting "majority interest

owners." Furthermore, the fact that Axia uses the "majority interest owner" as its basis for the

relief sought in the RAA further solidifies that this issue extends beyond Axia, and should be

addressed in the current formal rulemaking.

CONCLUSION AND RELIEF REOUESTEI)

Based on the foregoing, Crescent Point contends and requests that the Board deny the

relief sought in the RAA, conhrm in the Board's denial that issues related to "operatorship" are

to be addressed by the ongoing formal rulemaking initiated by the Board and the Division and

grant such further relief as the Board deems just and proper.

RESERVATION OF RIGHTS

Crescent Point reserves all rights to amend andlor supplement this Response with

additional factual information, exhibits and/or legal argument, and to request additional relief.

Crescent Point further reserves the right to file any motions or other pleadings with the Board in

connection with the RAA and this Response.

RESPONSE WITNF],SS PR

10

ATION AND EXHIBITS



Crescent Point believes that the evidence presented in support of the RAA and this

Response at hearing, when combined with the witness testimony, exhibits and other evidence

accepted in connection with Order 139-138, Order 139-140, Order 139-149 and Order 139-153

adequately supports the relief requested by Crescent Point in this Response. Accordingly,

Crescent Point hereby respectfully requests that the Board take administrative notice of the

witness testimony and evidence preserved in the record relative to the same.

In addition, Crescent Point intends to present testimony, exhibits and other evidence at

the Board's January 2019 hearing in support of the factual matters and legal arguments set forth

in this Response. Specifically, Crescent Point's proposed witnesses include:

1. Thomas J. Abell - Senior Operations and Business Development Landman,

Crescent Point Energy U.S. Corporation, will present testimony and exhibits conceming the facts

and issues associated with the RAA and this Response. A true and complete copy of Thomas J.

Abell's resume/bio is attached hereto and incorporated herein as Exhibit *R-1.'

2. Keith Schetne - Development Engineer, Crescent Point Energy U.S. Corporation,

will present testimony and exhibits concerning the facts and issues associated with the RAA and

this Response. A true and complete copy of Keith Schetne's resume/bio is attached hereto and

incorporated herein as Exhibit ,.R-2."

3. Nathan T. Rogers - Geologist, Crescent Point Energy U.S. Corporation, will

present testimony and exhibits concerning the facts and issues associated with the RAA and this

Response. A true and complete copy of Nathan T. Roger's resume/bio is attached hereto and

incorporated herein as Exhibit "R-3."
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Respectfully submitted this l0th day of January, 2019.

STEPTOE & JOHNSON PLLC

D. CHICKEN (UT Bar # 14927)
CASEY C. BREESE (UT Bar # 16787)
600 17th Street, Suite 2300 South
Denver, CO 80202
Phone: 303.389.4300
Email: brent.chioken@steptoe-johnson.com

breese. casey@steptoe-j ohnson. com

Respondent's Address:
Crescent Point Energy U.S. Corporation
555 17th Street
Suite 1800
Denver, CO 80202
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