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BEFORE THE UTAH BOARD OF OIL, GAS AND MINING

IN THE MATTER OF THE NOTICE OF
AGENCY ACTION FOR AN ORDER:
(l) FORFETTTNG SURETY BONDS
NOS. SU46341 AND SU46334
PROVIDED BY AMERICAN ASPEN
INSURANCE COMPANY TO SECURE
THE PLUGGING AND RESTORATION
OBLIGATIONS OF UTAH GAS
OPERATING SOLUTIONS, INC.; AND
(2) AUTHORIZING THE DIVISION
USE THE AMOUNTS FORFEIT TO
PLUG AND RECLAIM THE WELLS
SECURED BY THESE SURETIES
WHICH ARE LOCATED IN
TOWNSHIP 13S RANGE 7E,
SECTIONS 17, 19, 20, 29 AND
TOWNSHIP 13S RANGE lOE,
SECTIONS 11, 15 AND 16AND
TOWNSHIP 14S RANGE 7E, SECTION
5 CARBON COTJNTY IJTAH

NOTICE OF AGENCY ACTION

Docket No. 2019-004

Cause No. 250-03

The Utah Division of Oil, Gas and Mining ("Division") files this Notice of Agency

Action seeking an Order from the Board of Oil, Gas and Mining ("Board") (1) forfeiting the

surety bonds provided to the Division by American Aspen Insurance Company ("Aspen") to

guaranty the plugging and restoration of wells operated by Utah Gas Operating Solutions LLC,
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("UGOS") as identified; (2) authorizing the Division to use the forfeited funds to plug and

reclaim the surface of the wells identified; and (3) authorizing the Division to take any and all

additional actions including filing a civil court action against UGOS as necessary to recover the

costs of plugging and reclamation of the wells to the extent the amounts forfeit are insufficient to

complete the work.

BACKGROUND

UGOS, acquired the Subject Wells (defined below) out of bankruptcy in June 2015, and

since that time has attempted to sell the wells to an operator who would bring them into

production. They have sought to do this in order to recover part of the money it invested in the

unsuccessful operations of the prior operator, Marion Energy Inc. ("Marion"). The Division

previously filed a NOAA with the Board against Marion, seeking an order that it plug certain of

the wells subject to this NOAA (wells located in the Clear Creek Field), see Nortce oF AcENCy

AcrtoN Fon AN Onpnn RequrzuNc MenroN ENERGv, To Pr.uc AND RECLATM WELLS; oR

FoRRntr SuRerv BoNp ANr AuruoRIZE run DrvrsroN To PLUG aNo Rpclarrra Wer.ls Locerep

IN TowNSHrps 13 AND 14 SourH, RaNcp 7 Eesr, CRneoN Couxry, UIAH, Docket No. 2011-

011, Cause No. 250-02 (hereinafter the "Marion NOAA" and attached as Exhibit 1). As a result

of that action, Marion did provide additional bonding, but the Clear Creek wells have not been

plugged and continue to be unproductive. Most, if not all, of the wells are in violation of the

rules governing plugging of shut-in wells, seeUtahAdmin. Code R. 649-3-36, having been

unproductive or without activity for more than five years. The wells are believed to present a

risk of harm to the environment or other resources. UGOS has advised the Board that it will

cease doing business and close its operations. Although it is the owner and operator of other

federal wells in Utah, those wells are also not producing and have not been purchased. At
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present, UGOS has no employees or other representatives that are providing a field presence to

monitor the wells. Finally, UGOS was formed solely to acquire these wells, has no other

businesses or assets, and has indicated it does not intend to invest additional funds to plug the

wells.

Due to this history and the current conditions of the operator and the wells, the Division

is required by R. 649-3-36 and by R. 649-3-1.16.1 and 1.16.1.1 to hle this NOAA to forfeit the

surety to obtain funds to plug the wells and restore the surface. Bonding for the Subject Wells

totals $635,680. The Division seeks an Order forfeiting both sureties for all of the wells and

requiring payment to the Division of the full amount, authorizing the Division to use all of the

funds to plug and restore the surface of any or all of the wells as necessary to fully plug, and

reclaim them in accordance with the rules.

JURISDICTION AND PROCEDURE

1. The Division brings this matter to the Board under the Utah Oil and Gas Conservation Act

("Act"), Utah Code $$ 40-6-1 to -19 and the Utah Administrative Code R. 649-l et. seq. (the

"Rules").

2. The Act gives the Board "jurisdiction over all persons and property necessary to enforce this

chapter" and authority to regulate "all operations for and related to the production of oil or

gas" which includes well plugging and well site reclamation. Utah Code $ 40-6-5.

3. This proceeding affects the property or financial interests of UGOS, owner and operator;

Aspen, bond holder; and the following entities or person who are believed to be owners of the

surface or mineral estate where the wells are located: Oman Milton A, LTD, Blackhawk Coal

Company, Stoddard, James F Jr. & Margaret J, Carbon County, and Alpine School District,

the Utah School and Institutional Trust Lands Administration ("SITLA") (each an "Owner"
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and collectively "Owners"). Each of the foregoing persons is a "respondent" as defined by

Utah Admin. Code Rule R. 64I-100-200. However, the "Owners" are named respondents

based solely on their property interests, and the Division is not seeking an order against them.

4. If they choose to respond, respondents must hle and serve a written response within 20 days

of the mailing date of this Notice of Agency Action. SeeUtah Admin. Code R. 641-104-141.

If no response is filed with the Board or a party does not participate at the hearing, the Board

may enter an order of default against that party. See Utah Admin. Code R. 64I-104-151.

5. This proceeding is to be conducted formally in accordance with the Utah Administrative Code

Title R. 641, and with Sections 63G-4-204 to -209 of the Utah Code.

6. Unless otherwise ordered by the Board, the hearing on this matter will be held on January 30,

2019 at l0 a.m. in the auditorium of the Utah Department of Natural Resources building, 1594

West North Temple, Salt Lake City, Utah.

FACTUAL BACKGROUND

7. UGOS is the operator of record for thirty-four (34) gas and two (2) disposal wells in the Clear

Creek and the Helper Fields in Carbon County and Emery County, Utah.

8. This action addresses twenty-five (25) of UGOS's wells covered by the sureties provided by

Aspen as more particularly described on the attached Exhibit 2 (collectively the "Subject

Wells"). This action does not address any other well currently owned or operated by UGOS

which are believed to be federally permitted and bonded.

9. Of the twenty-five (25) Subject Wells, the following two (2) are approved as injection or

disposal wells that are only useful for the Clear Creek Field and will have no uss if the Subject
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Wells are not productive and are plugged (collectively the "Disposal Wells"). The Disposal

Wells have been inactive since December 1, 2008.

API No. Well Name

10. Of the twenty-five (25) Subject Wells, eleven (11) are listed as plugged, but five (5) of those

eleven still require a final inspection. The following twelve (12) wells are listed as shut-in:

API No. Well Name

43-007-31 181

43-007-3tt82

43-007-30289
43-007-31064
43-007-31065
43-007-16015
43-007-160t6
43-007-31229
43-007-31167
43-007-31210
43-007-31006
43-007-31007
43-007-3 1 01 5

43-007-3t070

ALPINE SCHOOL DIST 6-17
ALPINE SCHOOL DIST 3-17

OMAN 2-20
CORDINGLY CYN 15-2
CORDINGLY CYN 15-1

UTAH FUEL 8

UTAH FUEL IO
KENILWORTH RR 1-A
CORDINGLY CYN 15-5

OMAN t0-29
KENILWORTH RR #1

KENILWORTH RR #2
BALLPARK CANYON #1

CORDINGLY CYN 1I-1

11. Of the twelve (12) shut-in or inactive wells, nine (9) have not reported any production since

January 1,2012 or earlier (individually the "Shut-In Wells"). The Utah Fuel 8 andOman2-20

have not reported any appreciable production since 20ll or earlier, and Utah Fuel 10 has not

produced since July of 2016.
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12. Specifically:

Utah Fuel S last reported production of 113 Mcf of gas in April of 2016, and did not

produce any gas between September of 2009 and October 2015, i.e., there has been no

appreciable production since August of 2009;

Oman 2-20last reported production of 284 Mcf of gas in March of 2016 and only reported

minimal, non-commercial, production between June of 2011 and November 2015, i.e.,

there has been no appreciable production since June of201 1; and,

Utah Fuel 10 produced intermittently until 2016 but last reported production of 1046 Mcf

of gas in July of 2016 and has since been placed on shut-in status.

13. In essence, Utah Fuel 8 and Oman 2-20 have reported such de minimis production that they

have effectively been shut-in for longer than 5 years.

14. Therefore, all of the Disposal Wells have been inactive for over five (5) years, all of the Shut-

In Wells have not produced in over five (5) years, and of the remaining wells, only Utah Fuel

10 has had any appreciable production in the past f,rve (5) years.

Historv of the Subiect Wells from 2002-2014

15. In 2006, Marion assumed ownership and control of the then-existing Subject Wells. Marion

was the successor operator of Mid-Power Resource Corporation ("Mid-Power") who was the

successor operator of Edward Mike Davis. Many of the Subject Wells were drilled in the

1950s, but Marion did drill several wells after assuming control of Mid-Power's wells.

16. At the time Marion acquired ownership of the Subject Wells, seven (7) of the wells were under

a Stipulated Order and Settlement Agreement. See IN THE MATTER oF THE DrvtstoN oF OrL,

GRs,lNo MnrNc Requesrrxc AN ORDERTo PLUG Wpr.ls AND RESToRE THE Wer.r. Srrps roR
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WeLLs OpBRerEo sv EowRRo MtrB DRvrs N CeReoN Courlry, Utah, Docket No. 2002-010,

Cause No. 250-01 (hereinafter the "2002 Stipulation").

17. The 2002 Stipulation required the operator to (1) increase the amount of bonding covering

seven (7) of the Subject Wells and (2) "either bring the wells into production or to plug and

abandon the wells" within five years of its execution. 2002 Stipulation at 2.

18. Marion expressly assumed the obligations imposed under the2002 Stipulation. In accordance

with Marion's obligations under the Stipulated Order they provided the Division with a

$184,180 blanket surety bond for ten (10) of the Subject Wells in the Clear Creek Field.

19. In July of 2007, the five-year period provided under the2002 Stipulation expired and the

Division notified Marion it was in breach of the 2002 Stipulation because Marion had not

brought the wells into production nor were they plugged and abandoned. The Division

subsequently extended compliance deadline under the2002 Stipulation an additional two years

but Marion never complied.

20. InJanuary of 201 1, the Division ordered Marion to provide mechanical integrity tests ("MIT")

for six (6) of the Subject Wells (the "2011 Division Order"), and again Marion did not comply.

After years of inactivity by Marion, the Division filed the Marion NOAA seeking an order

requiring compliance with the 2011 Division Order or in the alternative, forfeiture of surety

bond covering the wells. See Marion NOAA at 1.

21. Thus, not only are the Subject Wells currently shut-in or inactive, those in the Clear Creek field

have been under Division scrutiny for nearly two decades.

22.\n addition to the wells Marion acquired from Mid-Power Resource in the Clear Creek Field,

Marion began to drill new wells in the Helper Field starting in 2005.
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23.The wells Marion drilled in the Helper Field produced relatively consistently up until 2010.

Since 2010, all of the Subject Wells in the Helper Field have not produced and are listed as

shut-in.

24. On January 3,2013 the Division issued Marion a Notice of Violation requiring Marion either

plug or provide MIT for the Shut-In Wells located in the Helper field.

25. On January 18, Marion replied to the Division's Notice of Violation stating they did not have

adequate capital to exploit the resources in the Helper Field and were instead focused on

bringing the wells in the Clear Creek Field into production.

26. On February 22,2013 the Division ordered Marion to comply with the Jan. 3, 2013 Notice of

Violation.

27.Marion partially complied with the Feb.22,2013 order by plugging three (3) of the Subject

Wells but ten (10) other wells remained unplugged.

28. On June2,2014the Division issued Marion a additional Notice of Violation requiring Marion

submit the necessary sundries to place ten (10) of the Shut-In Wells on shut-in or temporary

abandon status.

29.Maion never complied with the 2014 Notice of Violation by filing sundries satisfying the

requirements of Utah Admin Code R. 649-3-36.

30. Marion filed for bankruptcy in20l4.

UGOS's Lack of Operation and Failed Attempt to Market the Subiect Wells

31. UGOS acquired the Subject Wells out of the Marion's resulting bankruptcy action.

32. Effective June 1,2015, Marion transferred its ownership in the Subject Wells to UGOS.

33. On November 14,2016 the Division contacted UGOS via telephone to discuss UGOS's plan

for either producing or reclaiming the Subject Wells.
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34. On November 18,2016 UGOS submitted an "Action Plan" for the Subject Wells, attached as

Exhibit 3. The Action Plan stated that UGOS was experiencing financial difficulties and would

be unable to develop the resources underlying the Subject Wells. Instead of producing from

the Subject Wells, UGOS intended to "market the asset" and find a buyer who could expend

the necessary capital to develop the resources underlying the Subject Wells.

35. Since 2016, the Division has contacted UGOS to request status updates. Most recently, the

UGOS filed Sundry Notices on the Subject Wells requesting the Division place each of the

Subject Wells on Temporary Abandon Status.

36. On June 6,2018 the Division denied UGOS's request for each of the Subject Wells to be on

Temporary Abandoned Status.

37. UGOS failed to provide the necessary information in their request to place the Subject Wells

on Temporary Abandon Status as required by R. 649-3 -36. See generally Rd. Runner Oil, Inc.

v. Bd. Of Oil, Gas, and Mining,2003 UT App 275 (holding the burden of demonstrating

downhole integrity is placed on the operator seeking temporary abandonment status of the

well.)

38. Specihcally, UGOS has not provided the necessary information under R. 649-3-36

demonstrating good cause for extended shut-in or temporary abandon status and has not

provided information demonstrating the Subject Wells do not present a risk to human health

or the environment.

39. Thus, UGOS is required to plug and abandon the non-producing Subject Wells because they

have not produced for longer than five (5) years, UGOS requested temporary abandon status

for those wells, and the Division denied that request.
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40. Both Alpine School Dist 6-17 and Alpine School Dist 3-17 have been inactive for longer

than five (5) years because they have not accepted any waste in the preceding hve (5) years.

41. Thus, UGOS is also required to plug and abandon the Disposal Wells because they have been

inactive for longer than five (5) years, UGOS requested temporary abandon status for, Alpine

School Dist 6-17 and Alpine School Dist 3-17, and the Division denied that request. In

addition, the utility of the Disposal Wells is virtually non-existent because there are no other

operators currently producing in the area.

42. UGOS has been unable to hnd a buyer for the Subject Wells and does not have adequate assets

to conduct plugging and abandonment of the Subject Wells.

43.In2017, UGOS's sole employee responsible for supervision and maintenance of the Subject

Wells died and this person has not been replaced.

44. Currently, UGOS has no personnel in the field to inspect and maintain the Subject Wells.

45. UGOS is unable to conduct the necessary reclamation, thus requiring forfeiture of the bond so

the Division can plug, abandon, and reclaim the Subject Wells.

46. Currently UGOS has two bonds with Aspen. The first, Bond #5U46341, covers ten (10) wells

in the amount of $214,180. The second, Bond #5U46334, covers fifteen (15) wells in the

amount of $421,500. In total, UGOS currently has $635,680 in bonding available for P&A and

reclamation work.

CAUSES OF ACTION

Cause I: Operations Shurln Be:tond the Time Allowed.

47.Utah Administrative Code R. 649-3-1 et. seq. contains requirements for wells to remain shut-

in or temporarily abandoned. Utah Admin. Code R. 649-3-36
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48. The Rules allow wells to be shut-in or temporarily abandoned for up to twelve consecutive

months. Id.

49.lf a well is shut-in for longer than twelve months, the operator must file a Sundry Notice

explaining why the well is shut-in and how long the operator expects the well to be shut-in,

and demonstrating that the well has integrity. Utah Admin. Code R. 649-3-36.

50. When an operator fails to provide the information required by R. 649-3-36, the Division may

require remedial action to establish well integrity. Id.

51. Operators must plug a well after a five-year period of inactivity or non-productivity, unless the

Division approves an extended shut-in time upon a showing of good cause. Id. R. 649-3-36.3,

see also Rd. Runner Oil, Inc. v. Bd. of Oil, Gas & Min.,2003 UT App275,nn142l (discussing

R.649-3-36).

52. If the Division has not approved extended shut-in time and orders a well plugged after a five-

year period, and the operator does not comply with that order, "the operator shall forfeit the

drilling and reclamation bond and the well shall be properly plugged and abandoned under

the direction of the Division." Utah Admin. Code R.649-3-36.4.

53. All but three of UGOS's Subject Wells have been shut-in for over five (5) years, and the

Division had ordered UGOS's predecessor, Marion, to provide increased bonding or plug

seven (7) of the Subject Wells. See infranl5-21.

54. UGOS filed Sundry Notices to the Division requesting temporary abandonment status for the

Subject Wells, and the Division denied all of their requests because UGOS did not provide

sufficient information of, inter alia, downhole integrity, which would demonstrate the

Subject Wells do not pose a risk to human health or the environment.
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55. As a result, the Subject Wells do not have authorization from the Division to continue to be

shut-in beyond the time permitted by the Rules.

56. Therefore, UGOS has failed to plug the Shut-In Wells and the Disposal Wells and the Board

should forfeit the existing sureties and order the funds to be delivered to the Division to plug

the Shut-In Wells and Disposal Wells and reclaim the location abandoned sites.

Cause II: Inabilitv of Operator to Conduct Necessary Reclamation.

57. The Division is permitted to ask the Board to forfeit an operator's bond where the operator is

"unable to conduct plugging and site restoration." Utah Admin. Code R. 649-3-1.16.1.1.

58. After proper notice and opportunity for a hearing, the Board may order the Division to collect

the forfeited bond and use the forfeited funds to plug and restore the wells to which the bond

applies, or to contract for the plugging and restoration work with the surety, the operator, or

another party capable of performing the necessary work. Id. R.649-3-1.16.4.

59. If the amount of the forfeited bond is not sufficient to plug and restore a well, the Division

may complete the plugging and restoration and may recover all costs in excess of the

forfeited funds from the operator. Id. R.649-3-1.16.5.

60. UGOS has demonstrated their inability to conduct plugging and site restoration of the

Subject Wells by their refusal to respond to the Division's directives to prove MIT or plug the

wells, their acknowledgement that they will not invest any additional capital into the Subject

Wells, and their failure to maintain any sort of field presence.

61. In sum, UGOS has either failed, or is unable, to plug the Subject Wells, and the Board should

forfeit the existing sureties and order the funds to be delivered to the Division to plug the

Subject Wells and reclaim the location abandoned sites.

t2



Relief Requested

Based on the factual allegations above, the Division asks the Board to enter an Order as

follows:

62. Order UGOS's interest in the $635,680 total bonding provided to be forfeited and released to

the Division to plug all wells deemed necessary.

63. Authorize the Division to use the forfeited funds to complete the plugging and restoration of

the Subject Wells as permitted by Rule 649-3-l.16.

64. Authorize the Division to take civil court action as necessary enforce the terms of the Board

Order and;

65. Grant further relief that the Board deems just and proper.

Respectfully submitted on the lOth day of Decemb er,2018

UraH Opprce oF THE TTORNEY GPNENAI

E.
Steven F. Alder
Assistant Attorneys General
1594 West North Temple, Suite 300
Salt Lake city, utah 84116-3154
Tel: (801) 538-7227
Email: stevealder@agutah.gov

tkessinger@agutah. gov

Anorneys for the Division of Oil, Gas and
Mining
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CERTIFICATE OF SERVICE

I certify that I caused to be served the above Notice of Agency Action, Cause No. 250-03

DocketNo. 2019-004 to the following parties on the 1lth day of December 2018.

Addresses Required by Rule

Utah Gas Operating Solutions, LLC
c/o Patrick Meryitt
4600 Wells Fargo Center
90 South Seventh Street
Minneapolis, MN 55402
REvans @ gordoncreekenergy. com

Aspen Insurance
Attn: Kevin Gillen
175 Capital Boulevard, Suite 100
Rocky Hill, CT 06067
kevin. gillen@aspen-insurance. com

By certified mail and email.

Richard Hall
Counsel for Utah Gas Operating Solutions
LLC.,
201 S. Main St., Suite 1100

Salt Lake City, UT 84111
Richard.hall@ stoel. com

Aspen Insurance
Attn: Kevin Gillen
175 Capital Boulevard, Suite 100
Rocky Hill, CT 06067
kevin. gillen@aspen-insurance. com

By certified mail

Oman Milton A, LTD,
C/o Darin Caine
77 46 N. Buckboard Circle
Park City, UT 84098

Blackhawk Coal Company
700 Monison Road
Gahanna, OH43232

Stoddard, James F Jr. & Margaret J,

6798.400 N.
Firth,ID 83236

Carbon County
Attn: Karla Medley
7sl8.100 N.
Price, UT 84501

Alpine School District
Attn: Jess Christen
575 N. 100 E.
American Fork, UT 84003

School and Institutional Trust Lands
Administration
Attn: LaVonne J. Garuison
675 E.500 S. Suite 500
Salt Lake City, Utah 84102

Hand delivered:

Utah Division of Oil, Gas and Mining:
Attn: John R. Baza
Division Director
Division of Oil, Gas and Mining
1594 West North Temple, Suite 3710
Salt Lake City, Utah 84114-5610



Michael Begley
Counsel for the Board of Oil, Gas, and
Mining
1594 W. North Temple, Suite 300
Salt Lake city, Utah 84114-5610
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State Of Utah 
Department of Natural Resources 
Division of Oil, Gas, and Mining 
P. O. Box 145801 
Salt Lake City, Utah 84114-5801 

Attn: Dustin Doucet 
Joshua Payne 

Reference: 

Gentlemen: 

Utah Gas Operating Solutions LLC 
Clear Creek and Helper Fields 
Action Plan - November 2016 

November 18, 2016 

Pursuant to your request during the conference call on 11-14-2016, Utah Gas Operating Solutions, LLC 
(UGOS) is submitting this as a plan of action going forward through the winter months of 2016 - 2017 
and concluding into the spring, 2017. 

As we indicated on the call, UGOS has reached a point where we have exhausted the capital that we can 
allocate to continuing to try to exploit and develop the Clear Creek Area. However, we feel the asset still 
has significant reserve potential, but, at this pOint, this value would be appreciated by a group with a 
more exploration focused strategy. Our plan currently is to use the downtime through the winter 
months to market the asset. 

If unsuccessful in the marketing efforts noted above, for the wells located on federal lands, UGOS will 
commence plugging operations as soon as practical after the BLM has approved the plugging plans and 
roads have cleared sufficiently to allow heavy traffic access. UGOS will begin plugging the lower wells no 
later than May 15, 2017. 

UGOS respectfully requests permission to retain all wells currently under our control during this period. 
UGOS has made a legitimate attempt to produce the wells and has actually made progress to that end. 
Following is a history of the production of the wells and comments describing some of the hurdles we 
have experienced. 

UGOS obtained control of the properties in mid 2015. We immediately were faced with major problems 
on the generator that supplies power to the Ridge Runner wells 13-17, 11-17, and 2-19, The "Upper 
Ridge" wells. UGOS purchased a generator and installed it on the upper pad to facilitate the production 
of those wells in May, 2015. We also experienced a failure of the salt water disposal line and had to 
replace a 2 mile section of it before we could produce the wells. We experienced start up difficulties on 
the generator but we were able to get wells online by late in 2015. 

We experienced problems on all of the wells as we brought them online and had workovers to repair 
tubing and rods and/or submersibles on all wells through much of the fall, 2015. Late in 2015 we got all 
wells online with the exception of the Oman 10-29 and the Utah Fuels 8. We installed safety controls so 
the wells could be monitored remotely and diverted or shut down if the disposal well pressure got 
higher than the permitted levels. We have experienced many operational and logistical problems and 
solved each one in 

4600 Wells Fargo Center, 90 South Seventh Street, Minneapolis, MN 55402 

State Of Utah November 18, 2016

Department of Natural Resources

Division of Oil, Gas, and Mining

P. O. Box 145801

Salt Lake City, Utah 84114-5801

Attn: Dustin Doucet

Joshua Payne

Reference: Utah Gas Operating Solutions LLC

Clear Creek and Helper Fields

Action Plan - November 2016

Gentlemen:

Pursuant to your request during the conference call on 11-14-2016, Utah Gas Operating Solutions, LLC

(UGOS) is submitting this as a plan of action going forward through the winter months of 2016 - 2017

and concluding into the spring, 2017.

As we indicated on the call, UGOS has reached a point where we have exhausted the capital that we can

allocate to continuing to try to exploit and develop the Clear Creek Area. However, we feel the asset still

has significant reserve potential, but, at this point, this value would be appreciated by a group with a

more exploration focused strategy. Our plan currently is to use the downtime through the winter

months to market the asset.

If unsuccessful in the marketing efforts noted above, for the wells located on federal lands, UGOSwill

commence plugging operations as soon as practical after the BLMhas approved the plugging plans and

roads have cleared sufficiently to allow heavy traffic access. UGOSwill begin plugging the lower wells no

later than May 15, 2017.

UGOS respectfully requests permission to retain all wells currently under our control during this period.

UGOS has made a legitimate attempt to produce the wells and has actually made progress to that end.

Following is a history of the production of the wells and comments describing some of the hurdles we

have experienced.

UGOSobtained control of the properties in mid 2015. We immediately were faced with major problems

on the generator that supplies power to the Ridge Runner wells 13-17, 11-17, and 2-19, The "Upper

Ridge" wells. UGOS purchased a generator and installed it on the upper pad to facilitate the production

of those wells in May, 2015. We also experienced a failure of the salt water disposal line and had to

replace a 2 mile section of it before we could produce the wells. We experienced start up difficultieson

the generator but we were able to get wells online by late in 2015.

We experienced problems on all of the wells as we brought them online and had workovers to repair

tubing and rods and/or submersibles on all wells through much of the fall, 2015. Late in 2015 we got all

wells online with the exception of the Oman 10-29 and the Utah Fuels 8. We installed safety controls so

the wells could be monitored remotely and diverted or shut down if the disposal well pressure got

higher than the permitted levels. We have experienced many operational and logisticalproblems and

solved each one in

4600 Wells Fargo Center, 90 South Seventh Street, Minneapolis, MN

State Of Utah November 18, 2016

Department of Natural Resources

Division of Oil, Gas, and Mining

P. O. Box 145801

Salt Lake City, Utah 84114-5801

Attn: Dustin Doucet

Joshua Payne

Reference: Utah Gas Operating Solutions LLC

Clear Creek and Helper Fields

Action Plan - November 2016

Gentlemen:

Pursuant to your request during the conference call on 11-14-2016, Utah Gas Operating Solutions, LLC

(UGOS) is submitting this as a plan of action going forward through the winter months of 2016 - 2017

and concluding into the spring, 2017.

As we indicated on the call, UGOS has reached a point where we have exhausted the capital that we can

allocate to continuing to try to exploit and develop the Clear Creek Area. However, we feel the asset still

has significant reserve potential, but, at this point, this value would be appreciated by a group with a

more exploration focused strategy. Our plan currently is to use the downtime through the winter

months to market the asset.

If unsuccessful in the marketing efforts noted above, for the wells located on federal lands, UGOSwill

commence plugging operations as soon as practical after the BLMhas approved the plugging plans and

roads have cleared sufficiently to allow heavy traffic access. UGOSwill begin plugging the lower wells no

later than May 15, 2017.

UGOS respectfully requests permission to retain all wells currently under our control during this period.

UGOS has made a legitimate attempt to produce the wells and has actually made progress to that end.

Following is a history of the production of the wells and comments describing some of the hurdles we

have experienced.

UGOSobtained control of the properties in mid 2015. We immediately were faced with major problems

on the generator that supplies power to the Ridge Runner wells 13-17, 11-17, and 2-19, The "Upper

Ridge" wells. UGOS purchased a generator and installed it on the upper pad to facilitate the production

of those wells in May, 2015. We also experienced a failure of the salt water disposal line and had to

replace a 2 mile section of it before we could produce the wells. We experienced start up difficultieson

the generator but we were able to get wells online by late in 2015.

We experienced problems on all of the wells as we brought them online and had workovers to repair

tubing and rods and/or submersibles on all wells through much of the fall, 2015. Late in 2015 we got all

wells online with the exception of the Oman 10-29 and the Utah Fuels 8. We installed safety controls so

the wells could be monitored remotely and diverted or shut down if the disposal well pressure got

higher than the permitted levels. We have experienced many operational and logisticalproblems and

solved each one in
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turn making the operations fairly efficient and less problematic so we feel much of what we have done 
will transmit a much higher efficiency to a new owner if one can be found. 

The reported production does not reflect what we feel are our most valuable wells. Following is a 
discussion of ,~af;,~·~l.M ~easons we hope will be sufficient to convince the department that we need to 
retain aU ~~.rs: . . . .. 

'. ·r 
ASD 3-17 and 6-17: the$e~rethe 2 SWD wells and both will be needed by any new operatorfor 
disposal. . , :\' ," 

:\~~,,}' .. ~ 
',:.f. . 

Oman 2-20!:' This well was fracced by Marion. It was one of the better producers in the field prior to the 
frac. Production records for the well have not indicated commercial quantities of gas moving the 
current amounts of water, but we believe this well will produce commercial quantities of gas with a 
bigger submersible, moving more water. 

Utah Fuels 8: This well has been tested and has produced during the period UGOS has controlled the 
well. Since we took over operations this well has been the best producer, but we were unfortunately 
not able to sell much gas from it. The lines to the well were temporary lines permitted through UDOT 
and we have only been able to sell gas through them during very short periods. The well has a tendency 
to build pressure to higher levels than any other well in the field when it finally gets unloaded. As an 
example, the well built up to appx 1,000 psi after the latest test this past summer and when we 
discovered the pressure we went about trying to bleed it down. We had to install a temporary flare and 
we flared the well with a 20' flare for almost 2 weeks and then loaded the well with water to reduce the 
pressure. The well has not built up over 200 psi since then but the potential still remains. 

Utah Fuels 10: Another good well. The well was on rod pump and experienced a frozen line last winter 
so has not produced to its fullest capacity but the well will make 50 to 75 MCFD even when not 
pumping. The pressure builds on this well faster than any other well we have right now. 

The wells on the ridge have been a disappointment. Structurally, the Ridge wells should be the better 
wells so any new company would want to re-frac or otherwise work on these wells to move more water 
to return them to viability. RR 13-17 is the only well we have been able to move sufficient water to get 
the well back into any level of commercial production. We were able to move this well from under 100 
MCFD to almost 300 MCFD. The 11-17 and 1-30 will have to be re-fracced or re-drilled by any new 
owner. The other ridge wells show promise but will have to move higher volumes of water to continue 
the de-watering process. 

Our plan to work through the winter is to load all of the wells with water to reduce pressures on the 
wells and then leave them open to vent to the flare at the compressor station through the winter. The 
wells should not vent much gas after being loaded and whatever they do vent will be burned. It may not 
be possible to get permitted through UDOT to tie the Utah Fuels 8 well back in so we may have to 
periodically bleed this well down. Right now the well is building very slowly so another load of water 
may kill it entirely. 

In the Helper field, we propose to keep all of these wells in their current state as an added benefit to any 
new buyer. These wells should be able to produce around 450 to 500 MCFD if put back online with a 
better gas price and disposal terms. That makes these wells commercial to any operator already in the 
vicinity. Through the winter these wells will not require constant maintenance. UGOS repaired the only 
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well that was leaking last year so UGOS would propose to have personnel check these wells periodically 
during the winter to avoid any new problems going unnoticed. Our preferred marketing plan would be 
to tie the Helper and Clear Creek Fields together as one package deal. 

Sincerely, 
Utah Gas Operating Solutions, LLC 

Patrick W. Merritt 
Contract Operations Engineer 
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