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June 18, 2020 

 

Utah Board of Oil, Gas & Mining 

1594 West North Temple, Suite 1210 

PO Box 145801 

Salt Lake City, UT 84114 

 

Dear Members of the Board:  

 

On behalf of the Utah Petroleum Association (UPA), thank you for the opportunity to engage in 

the various rulemakings that have come in front of the Utah Board of Oil, Gas, &Mining (Board). 

We appreciate the efforts of the Division of Oil Gas and Mining (Division) and the Board to craft 

balanced rules that meaningfully consider stakeholder concerns, but also allow the State’s 

energy industry to continue to grow and thrive. With the future in mind and taking into account 

the current challenging environment our energy industry is facing, due to the COVID-19 

pandemic as well as the resulting unprecedented economic challenges, we kindly request the 

Board to reconsider the prioritization of its ongoing and future anticipated rulemakings.  

 

As the Board knows very well, we all, meaning the Board, Division and industry, have spent a 

considerable amount of time and resources over the last two or more years completing the 

forced polling and soon to-be-finalized operatorship rulemakings. Thank you for your patience 

in working through those processes. It indeed requires significant resources on behalf of both 

the Division and industry to progress these rulemakings, as is appropriate given the significance 

of these rules for the future of the State. That said, the last several months have brought a host 

of additional challenges that are stressing both Division and industry resources. Considering the 

significant current changes to the industry environment compared to the time in which the 

current scheduling order associated with the horizontal rulemaking (Cause No. RO&G – 2017-

01-B) was established, we strongly believe a reevaluation of the facts and priorities is 

warranted.  

 

On the industry side, I know that Director Baza has provided a comprehensive overview of the 

challenges facing the industry, but in short, the COVID-19 response has driven the lowest U.S. 

petroleum demand in decades, resulting in unprecedented low oil prices, bottoming at -$39/ 
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per barrel (WTI) in April. While we are hopeful that we are entering the stabilization phase, our 

industry will not recover until demand recovers. We don’t have updated real time figures of 

production declines as reporting lags by nearly two months but, based on informal feedback 

from the largest producers in the Uinta Basin, they estimate shutting in anywhere from 15% to 

40% of their production volume. These conditions will likely result in restructuring and 

consolidation and have already resulted in significant layoffs, with one of the State’s largest 

producers announcing a large number of layoffs in the Basin and at their corporate level just 

this week. Addressing these business challenges requires considerable resources that are 

already stretched thin. Producers are focused on the added burdens of keeping our employees, 

partners, and families safe and navigating the various issues as we continue operations as an 

essential critical infrastructure provider. UPA members are addressing other challenging 

operational and employee issues across multiple states.  

 

We would also like to recognize the significant efforts from the Division in implementing 

multiple new programs and initiatives to address the findings and suggested improvements 

from the 2019 legislative audit, all while adjusting to significant staff changes and responding to 

legislative requests to develop multiple budget cut scenarios to address shortfalls. The Division 

has also been tasked with addressing legislative interim committees as to the proper policy 

response to stabilize in the short term, and eventually support recovery of the oil and gas 

industry in the long term – all while working through how to safely carry on operations during 

COVID-19 restrictions. 

 

Unless there is an urgent need stemming from a federal or legislative timeline, we would urge 

the Board to pause new rulemakings. Further, acknowledging that most of the Uinta Basin is 

already subject to spacing orders and that significant new upstream activity is extremely 

unlikely in the near to medium term, we struggle to understand the urgency of finalizing the 

horizontal rulemaking. While we acknowledge that we are part-way down this rulemaking path, 

that fact alone does not warrant continuing under the current circumstances and does not 

mean that it is not prudent to pause. Rather, as legislators are evaluating budget cuts across all 

State agencies and evaluating agency performance, it would be wise of us all to ensure that 

their concerns – whether the Division’s response to the audit or timely developing rules 

pursuant to legislation – are being prioritized. As such, we would encourage the Board to 

consider the rulemaking associated with SB148 from the 2020 legislative general session, which 

includes a statutory deadline to have implementation rulemaking in place by November 2020, 

as a higher priority.  Giving the Division and Board the authority to directly levy fines also 

addresses the most significant issue raised in the 2019 legislative audit. Prioritizing this 

rulemaking would provide a strong signal that both the regulator and the industry remain 

focused on responsible and safe operations, even in the face of these challenging 
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circumstances. Asking operators and the Division to simultaneously finalize the operatorship 

rulemaking, progress the horizontal rules to completion, and start and complete the rulemaking 

to implement SB 148 by November (which has not yet begun) is a very significant burden given 

the current very challenging industry circumstances.  

 

We recognize the Division’s resources are stretched, and it is likely under pressure to 

demonstrate to the legislature progress on the audit and demonstrable fiscal discipline. As 

such, we would ask the Board again to reevaluate its plan for future rulemakings and revise the 

prioritization and direction given to the Division. Again, thank you for the consideration you 

have given to the UPA and its member companies throughout the rulemaking process. 

 

Kind regards, 

 

 

 

 

Rikki Hrenko-Browning 

President 

 

Cc:  
Michael Begley, Utah Attorney General's Office, Natural Resources Division, 
 mbegley@agutah.gov 

 

Julie Ann Carter, Board Secretary, Board of Oil, Gas and Mining juliecarter@utah.gov 
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