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PARTIES TO PROCEEDING

A. Plaintiff:
Wasatch Oil & Gas, L.L.C., a Utah limited liability company

B. Defendants:
Edward A. Reott, an individual (“Ed Reott”)

Key Energy Services, Inc. (“Key”)
J-West Oilfield Services, Inc., a Utah corporation (“J-West”)
Mission Energy, L.L.C., a Colorado limited liability company (“Mission”)

C. Counterclaim, Third Party and Cross-Claim Plaintiffs:
Edward A. Reott (“Ed Reott”)

Goal, L.L.C., a Utah limited liability company (“Goal”)
Regoal, Inc., a Pennsylvania corporation (“Regoal”)

D. Third Party, Counterclaim and Cross-Claim Defendants:
Wasatch Oil & Gas, L.L.C. (“Wasatch™)

Mission Energy, L.L.C., a Colorado limited liability company (“Mission”)
Wasatch Oil & Gas Production Corporation, a Utah corporation (“WOGC”)
Wasatch Gas Gathering, L.L.C., a Utah limited liability company

Bill Barrett Corporation, a Delaware corporation (“BBC”)

E.  Defined Terms: As used herein, “Reott” collectively refers to Ed Reott and the
companies he owns, Goal and Regoal. “Wasatch” refers collectively to Wasatch Oil &
Gas, L.L.C., Wasatch Oil & Gas Production Company and Wasatch Gas Gathering,
LL.C, as they all are commonly controlled. For simplicity of reference to legal
positions and in non-factual contexts, “Wasatch” may also refer to both BBC and all

three Wasatch entities.
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JURISDICTIONAL STATEMENT

Reott accept Wasatch and BBC’s Statement of Jurisdiction.

DETERMINATIVE RULES OF CIVIL PROCEDURE
Rule 7(c)(3)(A), Utah Rules of Civil Procedure:

A memorandum opposing a motion for summary judgment shall
contain a statement of material facts as to which the moving party
contends no genuine issue exists. Each fact shall be separately
stated and numbered and supported by citation to relevant
materials, such as affidavits or discovery materials. Each fact set
forth in the moving party’s memorandum is deemed admitted for
the purpose of summary judgment unless controverted by the
responding party.

Rule 7(c)(3)(B), Utah Rules of Civil Procedure:

A memorandum opposing a motion for summary judgment shall
contain a verbatim restatement of each of the moving party’s facts
that is controverted, and may contain a separate statement of
additional facts in dispute. For each of the moving party’s facts that
is controverted, the opposing party shall provide an explanation of
the grounds for any dispute, supported by citation to relevant
materials, such as affidavits or discovery materials. For any
additional facts set forth in the opposing memorandum, each fact
shall be separately stated and numbered and supported by citation
to supporting materials, such as affidavits or discovery materials.

Rule 69(j)(1), Utah Rules of Civil Procedure':

Real property sold subject to redemption, or any part sold
separately, may be redeemed by the following persons or their
successors in interest: (A) the judgment debtor; (B) a creditor
having a lien by judgment, mortgage, or other lien on the property
sold, or on some share or part thereof, subsequent to that on which
the property was sold.

I Rule 69, Utah R. Civ. P., was repealed effective November 1, 2004 and replaced with
Rules 69A, B and C. All references herein are to Rule 69 in existence in 2001 and 2002
when Wasatch attempted to redeem. (A copy of former Rule 69 is provided in
Appellees’ Addendum, Tab C.)
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STATEMENT OF ISSUES PRESENTED

Pursuant to Rule 24(a)(5) of the Utah Rules of Appellate Procedure, Reott offers

the following Statement of Issues in lieu of those offered by Appellants’, as it more

accurately identifies the issues before the Court:

L

IL

III.

IV.

Did The District Court Correctly Determine That There Are No Genuine
Issues Of Material Fact Precluding Summary Judgment In Favor Of Reott?

Did The District Court Correctly Conclude That Reott, As The Purchaser At
The Sheriff’s Sale And The Party Affected By Redemption, Had Standing To
Challenge Whether Wasatch Is A Successor-In-Interest To Mission?

Did The District Court Correctly Conclude That Wasatch Did Not Obtain
Legal Title To Section 32 And Therefore Is Not A Successor-In-Interest To
Mission When Mission Is Not Identified As Grantor On The Conveyance
Documents?

Did The District Court Correctly Conclude That Wasatch Has No Equitable
Title To Section 32 And Therefore Is Not A Successor-In-Interest To Mission
Where Wasatch Obtained Its Interest By Fraudulent Transfer And Where
Wasatch Has Not Proven Mission’s Intent To Transfer Section 32?

Did The District Court Correctly Conclude That Wasatch’s Interest in The
Section 32 Leases (And Other Interests) Were Obtained By Fraudulent
Transfer?

Each of these issues were presented to the District Court in the parties’ summary

judgment briefs. (R. 2622-2644, 2645-2728, 4073-4107, 4349-4416.)

STANDARD OF REVIEW

In considering an appeal from a grant of summary judgment, this Court determines

whether the District Court correctly determined that there are no genuine issues of

material fact and that judgment is appropriate as a matter of law. Ryan v. Dan’s Food

Stores, Inc., 972 P.2d 395, 400 (Utah 1998). When the material facts are not disputed,

this Court reviews de novo the legal basis for the District Court’s ruling, for correctness.



University of Utah v. Shurtleff, 2006 UT 51, § 15, 144 P.3d 1109, 1114; Hansen v. Eyre,
2005 UT 29, {8, 116 P.3d 290, 292. The “[f]acts are viewed in a light most favorable to
the losing party below.” Blue Cross and Blue Shield of Utah v. Utah State Tax
Commission, 779 P.2d 634, 636 (Utah 1989).

STATEMENT OF THE CASE

After Reott purchased Mission’s interest in Section 32 at Sheriff’s Sale, Wasatch
filed a Notice of Redemption, and, that same day, sued Reott to quiet title. Reott objected
to Wasatch’s redemption and counterclaimed, asserting that Wasatch has no legal title,
due to the defects in the conveyance, and no equitable title because it had obtained its
interest in Section 32 by fraudulent transfer. The District Court granted Reott’s Motion
for Partial Summary Judgment concluding that Wasatch is not entitled to redeem.

COURSE OF PROCEEDINGS

Reott accepts Wasatch and BBC’s statement of the course of proceedings.

STATEMENT OF FACTS

On December 16, 2005, the District Court entered its Ruling, granting partial
summary judgment to Wasatch and Reott on issues of redemption, fraudulent
conveyance, quiet title, trespass, trespass to chattels and conversion (“Ruling”). (R.
4810-4818; a copy is provided in Appellees’ Addendum, Tab A.) On May 24, 2006, the
District Court entered the Statement of Material Undisputed Facts, which lists 128
undisputed facts. (R. 5395-5424; a copy is provided in Appellees’ Addendum, Tab B,
and all citations herein to “Fact §” refer to that Statement of Undisputed Facts.) In that

Statement and following each fact is a citation to the parties’ summary judgment



pleadings. The citation identifies the party who proposed the fact and confirms that the
fact was not disputed below. These are the operative facts for consideration on appeal.

Reott rejects Wasatch’s Statement of Facts because they virtually ignore the
Statement of Undisputed Facts and present their own version of the facts, including
disputed and new facts. In addition, Wasatch includes legal argument regarding whether
the facts support each of the eleven badges of fraud. These should not be considered as a
basis to undermine facts that Wasatch elected, for strategic or other reasons, not to
dispute or failed to include below. See Monson v. Carver, 928 P.2d 1017, 1022 (Utah
1996) (declining to consider issues raised for first time on appeal). As such, for purposes
of reviewing the Quiet Title Ruling, only the material undisputed facts, as determined by
the District Court, are relevant. They are summarized as follows:

Mission is a Colorado limited liability company. (Fact §109.) Mission’s
Operating Agreement identifies four initial managers: Fred J. Jager, (“Jager”) Justin C.
Sutton (“Sutton”), William F. Muller, and Charles B. Willard. (Fact §110.) The
Operating Agreement requires four managers at all times and requires a majority (i.e.,
three) of these managers to égree and approve all major company decisions. Signatures
of two managers are required to convey corporate assets. (Fact 111, 112.)

In 1997, Mission was the record title owner of two mineral leasehold interests in
Carbon County, Utah—ML 43541 (560 acres) and ML 43798 (80 acres)—issued by the
Utah School and Institutional Trust Lands Administration (“SITLA”) and located in

Section 32 of Township 12 South, Range 16 East, Salt Lake Base and Meridian (“Section



32 Leases”). (Fact 9912, 13.) The Section 32 Leases cover the entire 640 acres of
Section 32, with mineral rights from the surface to the center of the earth. (Fact §16.)

On February 24, 1997, the Estate of Lavinia Reott, Ed Reott’s mother, made a
bridge loan of $160,000 to Mission. (Fact §17.) In 1997, Mission began drilling
operations for a well on Section 32, which bears Lavinia’s name (“Lavinia Well”).
Mission promised, but did not, repay the bridge loan in three months. (Fact 9§17, 18.)
After trial in the Colorado Federal District Court, and on December 20, 1999, Reott
obtained a judgment against Mission in the amount of $204,000, plus costs and post-
judgment interest at 5.67% (“Reott Judgment”). (Fact § 19.)

At the time Reott made the bridge loan to Mission in February 1997, Mission had
no ability to repay the loan within the time promised. (Fact §95.) Mission’s accountant,
Bruce Hill, testified that Mission was undercapitalized, that its financial condition was
marginal in 1998, and that it did not have the money to pay the 1999 Reott Judgment.
(Fact §94.) Mission’s June 1999 and December 1999 accounts payable ledgers reflect
that Mission was not paying its debts as they came due. (Fact §97.) Mission’s balance
sheet showed that its liabilities exceeded its assets. (Fact §98.) Mr. Hill stated that by
December 1999, he would have advised Mission’s creditors not to bother attempting to
collect debts from Mission. (Fact §94.)

Mission did not pay the February 1997 Reott bridge loan. (Fact 9{17, 18.)
Between February 1998 and May 2000, eleven mechanic’s liens were recorded against
Mission’s interest in the Section 32 Leases. (Fact 1Y 20, 96.) Key Energy recorded its

mechanic’s lien against Mission’s interest in Section 32 in February 1999. (Fact §21.)
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J-West filed its mechanic’s lien against Mission’s interest in Sections 27, 32, 33 and 34 in
August 1999. (Fact §22.)

Notwithstanding the liens, lawsuits and judgments, Mission, only through the
action of Sutton, conveyed, in three separate transactions, essentially all of its assets to
Wasatch, pursuant to three separate agreements which occurred in June 1999, May 2000
and June 2000 (Fact 999, 100, 101). The last transfer occurred on or about June 21,
2000, is reflected in a letter, and contemplates Mission’s transfer of interest in ten leases,
including the Section 32 Leases, existing APDs (drilling permits), and the Jack Canyon
Unit operations, (“June 2000 Letter”). (Fact q 101.)

The June 2000 Letter was never recorded. (Fact §102.) It is signed only by
Sutton, and not two managers as required by the Operating Agreement. (Appellants’ Br.,
Tab E.) There is no evidence that the letter was approved by three managers.

After the second, but before the last transfer in June 2000, J-West obtained a
default judgment against Mission on May 22, 2000. (Fact §27). On October 27, 2000,
Reott domesticated his judgment against Mission in Carbon County. (Fact §57.) On
December 13, 2000, Key Energy obtained its judgment against Mission. (Fact §61.)

The Section 32 Leases at issue here are part of the Jack Canyon Unit (“JCU”) and
were part of the June 2000 Letter. The terms of that letter provide that Mission “will”
assign to Wasatch Mission’s interest in ten leases, including the Section 32 Leases, in
exchange for “a right to participate in a ‘trade’ relating to a drilling deal that Wasatch
may be successful in putting together on the leases.” (Fact 4 28-32; Appellant’s Br.,

Tab E.). Wasatch was not required to put together a drilling deal. (Fact §52.). And,
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Wasatch never did. (/d..) Wasatch agreed to assume the obligation to maintain the leases
and agreed to “reimburse” Mission for $3,629.40 in rental payments that Mission had
made on the leases. (Fact§31.)

On June 23, 2000, Sutton executed three Mineral Lease Assignment Forms for the
Section 32 Leases. (Fact §33.) The forms do not reflect that they were signed by
Mission Energy, LLC, nor do they reflect Mr. Sutton’s representative capacity. (Fact
935.) See Appellants’ Br., Tab F. The notary does not indicate that Mission signed the
Assignments. (Fact 38:) Sutton was not the record title leasehold owner of the Section
32 Leases and never held any interest in them. (Fact §36.) Mission held record title.

Wasatch decided, on its own, that the Key Energy mechanic’s lien, the J-West
mechanic’s lien and the J-West judgment only attached to forty-acre spacing for the
Lavinia Well (Fact §46), and not to the 640-acre spacing previously established by the
then operative spacing order.” (Fact 44.) Wasatch and Mission decided to horizontally
and vertically “carve or fillet out that well and the forty acres that goes with it and move
it aside.” (Fact §47.) Horizontally, Mission and Wasatch agreed that from ML43541,

-originally a 560 acre lease (with rights from surface to earth’s center), Mission would

retain only those leasehold rights limited to the forty-acre parcel upon which they

2 Prior to the Sheriff’s Sale, the Spacing Order attributable to Section 32 provided that
one well could be drilled on every 640 acres. Under Utah Code Ann. § 38-10-102
(2005), liens on mineral rights attach to the “production unit,” among other interests.
Utah Code Ann. § 38-10-101 (2005) defines “production unit” as “the drilling unit for a
well established by lawful order or rule of the Board of Oil, Gas, and Mining in which the
well is located; or if not applicable, 40 acres comprising the quarter-quarter section . . . in
which the well is located.” In this case, all liens and judgments would attach to the entlre
640 acre section of Section 32.



determined Lavinia 1-32 well is located. (Fact §41.) Vertically, Mission would retain
only those leasehold rights in ML43541 from the surface to a production depth of only
3,398 feet. (Fact 41.) Wasatch would obtain the remaining 520 acres, with rights from
surface to earths center, and the deep production rights below the Lavinia Well,
beginning at 3,398 ft to earth’s center. Mission and Wasatch requested that SITLA
partition and re-designate the remaining 520 acres as lease ML43541-A. (Fact § 54.)
Wasatch was not interested in the Lavinia Well, and it believed that it was “more
of a liability than it was of any value.” (Fact §48.) WOGC knew that after the June
2000 transaction, Mission would be without any assets with the exception of the Lavinia
Well, which WOGC believed to be more of a liability than of any value. (Fact §{ 48, 50.)
The Mineral Lease Assignment Forms for the Section 32 I;eases were not recorded
at the time of the transaction, were not recorded at the time of the subsequent Sheriff’s
Sale, and were not recorded at the time Wasatch filed its Redemption Notice. (Fact
9103.)
After transferring the last of Mission’s assets, Sutton, on August 22, 2000, sent a
letter to Todd Cusick of Wasatch, directing him keep the transfers confidential:
There are several creditors with outstanding issues . . . specifically
Ed Reott. . . . I must advise your offices to refer any similar
creditor, or legal calls directly to my attention. Further given the
confidentiality of the agreements entered into between our
companies, I would request that no verbal, or written information

be sent to anyone without prior written permission from Mission
Energy.

(Fact §104.)



That same day, August 22, 2000, Sutton wrote to Ed Reott, representing, among
other things that Mission was “protecting” the company’s business:
. . . the managers of Mission Energy are doing everything possible
to protect the assets of the company. We are working with several
companies to develop a drilling program in hopes of receiving
revenues to pay off creditors of the company. In that regard, many
of those creditors who are owed monies for operations and

permitting that have not been paid are working with Mission to try
and make the company successful.

The letter did not disclose to Reott that nearly all assets had been transferred to Wasatch.
(Fact 9 105.) By letters dated October 23, 2000, Sutton wrote to Reott’s attorney, federal
judges, magistrates and court clerks, that effective October 1, 2000, Sutton resigned as
manager. (Fact §107.) The forwarding address he provided was not to “legal counsel,”
as he represented. (Factq 108.) Thereafter, Mission conducted no further business.

On October 27, 2000, Reott domesticated his Colorado Federal Court judgment
against Mission by filing it with the Carbon County Recorder. (Fact 99 57-58.) The Key
Energy, J-West and Reott Judgment all predate the recording of the Mission-Wasatch
Assignment. (Fact §] 103, 27, 61, 19.) Reott purchased the Key Energy and J-West
judgments. (Fact Y62, 64.) On May 16, 2001, Reogt executed against Mission’s interest
in Sections 27, 32, 33 and 34. (Fact §66.) The Sheriff’s Sale was held on August 9,
2001. (Fact 9 67.) No bidders appeared at the sale so Reott credit bid $1.00 and received
a Certificate of Sale from the Sheriff for all of Mission’s interests in Sections 27, 32,33
and 34. (Fact §18.) Wasatch attempted to redeem and tendered $1.06 to the Sheriff.
(Fact 9771, 79.) On the same day, Wasatch filed a complaint to quiet title (“Quiet Title

Action”). (Fact §71.) In response to the Notices of Redemption, Reott filed a “Notice



that Wasatch is not a Proper Party to Redeem or the Amount of Redemption is
Insufficient.” (Fact § 87.) Reott did not accept the redemption money. (Fact §86.) On
February 9, 2002, the Sheriff issued the Sheriff’s Deed to Reott (Fact 4 82), and on
March 11, 2002, Reott recorded it. (Fact § 84.)

In this action, Reott counterclaimed, and on April 14 and 18, 2002, Reott filed Lis
Pendens against the disputed property. (Fact §89.) On April 30, 2002, Wasatch sold
numerous leases, including its purported interest in Section 32, to BBC. (Fact §92.)
BBC did not require Wasatch to pay the judgment liens. On October 7, 2002, Reott filed
a motion to add BBC as a defendant, which was later granted. (R. 220, 1096).

SUMMARY OF THE ARGUMENTS

In its Statement of Undisputed Facts, the District Court numerically identified 128
undisputed facts. The reality is that Wasatch did not dispute these 128 facts. These facts
were entered by the District Court after reviewing Wasatch and BBC’s pleadings. In
their Summary Judgment Memorandum, Wasatch and BBC objected to nineteen of
Reott’s ninety-nine facts and stated that sixty-four specific facts were not disputed and
offered undisputed facts of their own. In objecting, neither Wasatch nor BBC followed
Rule 7(c), Utah R. Civ. P. After failing to dispute sufficient material facts to preclude a
summary judgment, Wasatch and BBC now belatedly assert that there are material facts
in dispute preventing summary judgment. The District Court was careful to specifically
reference each fact to the record and to demonstrate that neither Wasatch nor BBC
disputed the fact or that the dispute was not material. (See Appellees’ Addendum, Tab

B.) The District Court was correct in entering the Statement of Undisputed Facts.



Neither Wasatch nor BBC provided legal argument in the District Court that the
undisputed facts do not apply to the statutory factors that define intent for a fraudulent
transfer. Wasatch did not dispute that the undisputed facts supported nine badges of
fraud (factors) under Utah Code Ann. § 25-6-5 (1998 & Supp. 2006). The District Court
was correct in reviewing the undisputed facts and applying them to the factors for actual
intent for a fraudulent transfer and concluding a fraudulent transfer occurred.

In apparent recognition of their inability to defend against the merits of the District
Court’s ruling, Wasatch and BBC assert that Reott lacks standing to assert his defense of
their claims. Specifically, Wasatch now asserts that (i) Reott has no standing because he
suffered no injury; and (ii) under this Court’s holding in Brockbank, Reott, as a
foreclosing creditor, cannot rely on a fraud theme to defeat redemption. Neither Wasatch
nor BBC argued below that Reott has no standing because he suffered no injury.
Wasatch and BBC have misapplied Brockbank because it deals with execution against the
personal right of redemption, something Reott did not do. As the purchaser at the
Sheriff’s Sale and recipient of the Sheriff’s Deed, Reott has an inherent right to protect
his interests against a party with no legal right to redeem.

Wasatch claims in its Introduction “[t]he trial court correctly held that, absent a
sufficient defense, the lease assignment forms in tandem with the Letter Agreement gave
Wasatch an equitable interest in Section 32 interests sufficient to support a right of
redemption.” (Appellant’s Br. 21.) This is a false statement. The District Court did not
so rule. (See Ruling at 7, Tab B.) The District Court ruled Wasatch does not have legal

or equitable title. Id.
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Wasatch states that the undisputed evidence establishes Mission’s intent to transfer
to Wasatch an interest in Section 32. (Appellants’ Br. 30-31.) Wasatch’s statement is not
cited to the record and is false. First, Mission did not sign the Section 32 Assignments so
Wasatch does not have legal title. Second, Wasatch has no ability to prove Mission’s
intent because: (i) it has no testimony from Mission; (ii) it cannot introduce parol
evidence to indicate Mission’s intent to construe a conveyance executed solely by Sutton;
and (iii) Mission’s Operating Agreement requires three managers to approve and two
managers to sign a conveyance, which did not occur. Mission’s intent to transfer the
Section 32 Leases was not and cannot be proven. Further, a fraudulent transfer occurred.
Therefore, since Wasatch has not shown legal or equitable title, it is not a successor-in-
interest and cannot redeem.

SITLA does not have authority to make final judicial decisions on legal title to
property. That is reserved for the courts. While SITLA does approve lease assignments,
its approval governs only the relationship between SITLA and its “apparent” lessees.
SITLA’s approval does not determine the legal contest between Reott, as the purchaser of
the lease rights at the Sheriff’s Sale, and Wasatch who, without legal title, claims to be
the legal lessee.

The District Court determined a fraudulent transfer occurred in the attempt to
transfer the property from Mission to WOGC. In its ruling it did not do a detailed
discussion. It did not need to do so. Wasatch and BBC contested few of the facts
surrounding the attem<ns1:XMLFault xmlns:ns1="http://cxf.apache.org/bindings/xformat"><ns1:faultstring xmlns:ns1="http://cxf.apache.org/bindings/xformat">java.lang.OutOfMemoryError: Java heap space</ns1:faultstring></ns1:XMLFault>