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MONTHLY STAFF REPORT - July 15, 2002

l. STATISTICS

Our monthly statistics report is attached. (Page 1, Page 2, Page 3)

Approved drilling permit statistics through the end of June 2002 total 1049, an annual rate of 2115 or
approximately 7% below last year's record second highest level of 2273 approved drilling permits.

Also attached is the Colorado Complaints bar chart which shows that complaints have decreased
dramatically this year compared to the past two years and are projected to be under the 1999 level. We
are speculating that the higher complaint levels in 2000 and 2001 may have been related to the very
controversial Barrett Garfield County well density application and the large La Plata County well density
application. The lack of controversial and large scale well density applications this year may correlate
with the low number of complaints.

1. NORTHWEST COLORADO

Northwest Colorado Qil and Gas Forum

The next meeting of the Forum, which is co-chaired by COGCC Deputy Director Brian Macke and
Garfield County Commissioner Larry McCown and consists of representatives from federal, state and
local government, the oil and gas industry and all interested citizens, is tentatively scheduled for
September 12, 2002 in Rangely from 10:00 a.m. to 2:00 p.m. at the Chevron Rangely Field Office. The
forum is being held at Chevron staff’'s request in conjunction with a presentation and field tour of the

Rangely Field operations. During the last meeting on February 14™ the forum participants agreed to
conduct two meetings per year instead of four due to the lack of local issues currently being raised by
citizens. The meetings will be held in the fall and the spring during the Legislative session. Co-chairs
Brian Macke and Larry McCown assured the forum participants that additional meetings could be
scheduled during the year if changing circumstances create a need to do so. Please contact Brian
Macke at 303-894-2100 x122 or brian.macke@state.co.us to submit agenda topics for the next
meeting. Attached are local newspaper articles about topics of local concern.

South of Silt Landowners Forum

The Grand Valley Citizen's Alliance and the Western Colorado Congress invited the COGCC staff to
participate in a panel discussion at an evening Forum held on June 18 at the Silt Community Center to
discuss various aspects of oil and gas operations in the area. The meeting was very well attended by
the public, with standing room only. Panel members included Brian Macke, local landowner Arnold
Mackley, oil and gas attorney Lance Astrella, and BLM Glenwood Springs Resource Area Acting Area
Manager Steve Bennett. Topics that were discussed were mineral/surface rights, involuntary pooling,
ground and surface water protection, drilling, pit contents, accident reporting, local government land use
authority, the Garfield County Local Governmental Designee, and coal bed methane vs. conventional
gas development. The meeting lasted approximately 3 hours. Attached is a newspaper article about
the forum. ("Tempers Flare Over Natural Gas Exemption To State Fire Ban", "Drilling Debate Seeping
To East")

Gunnison Energy Corporation Natural Gas from Coal Seams and Sands in the Mesaverde Formation
Exploration Program Proposal in Delta County

Gunnison Energy Corporation (“GEC”) has been working with Delta County officials and COGCC staff
to prepare for an exploratory driling program to test the Cameo Coal Formation and sands in the
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Mesaverde Group for natural gas production in Delta County. GEC, an affiliate of Oxbow Power
Corporation, which operates the Oxbow coal mine in Somerset, has a leasehold of approximately
96,000 acres on the south flank of the Grand Mesa between Cedaredge and Paonia. GEC has filed
the Delta County Application for Specific Development for the project, which is initially for five wells,
four of which are planned to be drilled this year, each approximately six miles apart. All five of the well
sites are located on property where the fee surface owner also owns the mineral estate. The Delta
County process involves review by three Area Planning Committees, who make recommendations to
the Delta County Planning Commission, who makes recommendations to the Delta County
Commissioners. It has been 12 years since the last APD was filed in Delta County.

GEC submitted the County Application in March 2002, and since that time there have been eleven
public meetings of the three Delta County Area Planning Committees, the Planning Commission, and
the County Commissioners to gather information and consider the application. The meetings have
been extremely well attended by the public, a majority of whom have expressed adamant opposition to
the project. Groups who have been represented at the meetings include the Western Slope
Environmental Resource Council, the Grand Mesa Citizens Alliance, several water users associations
and water companies, and the Delta County Board of Realtors, among numerous others. Gunnison
Energy has stated that they intended to make substantial progress in working through the local Delta
County process before submitting applications to the COGCC for Applications for Permit to Drill
(“APDs”). Beginning in June, 2002, GEC began submitting APDs to the COGCC for all five wells.

The Delta County Local Governmental Designee (‘LGD”) had requested a ten-day extension to the
seven-day LGD comment period as provided for under COGCC Rule 303. In addition, the Delta
County LGD and numerous parties in the area had submitted written requests for the Director to
withhold issuance of the drilling permits until a hearing on the APDs could be conducted as provided for
under COGCC Rule 303.k. Rule 303.k. allows the Director to withhold the issuance of a permit for any
proposed well when, based on information supplied by a surface owner or local governmental designee,
or by staff analysis, and where appropriate as confirmed by an onsite inspection, the Director has
reasonable cause to believe that a proposed well location raises significant concerns regarding potential
adverse impacts to public health, safety and welfare. Onsite inspections of proposed wellsites for the
Lone Pine #1, the Stevens Gulch #1, the Dever Creek #1, and the Spaulding Peak #1 Wells were
conducted on July 2, 2002 by COGCC staff, the Delta County Commissioners and LGD which included
confirmation that the surface owners of the proposed well sites are in agreement with the well sites and
access roads. All of the written comments that were submitted by the Delta County LGD and numerous
citizens were carefully reviewed to determine what permit conditions were necessary to address issues
related to potential adverse impacts to public health, safety and welfare that were not already addressed
by the application or existing rules and regulations. This analysis yielded six conditions that were attached
to the APDs. Following this review, it was concluded that there was no basis for withholding issuance of
the APDs and conducting a hearing under Rule 303.k. As of July 3, 2002, the COGCC issued
conditioned APDs for the Lone Pine #1, the Dever Creek #1, and the Spaulding Peak #1 Wells, which
were complete application packages with all notice and comment periods having expired by that time.
Copies of the letter to the Delta County LGD and other parties describing the decision to not withhold
the APDs, along with a discussion of how issues related to public health, safety, and welfare are
addressed by the application and COGCC rules, with the approved permit conditions are attached.

The Delta County Commissioners held a public hearing to consider the recommendation from the
Planning Commission on July 8, 2002 at the Delta County Middle School auditorium. The Planning
Commission had recommended that the test wells be approved with 36 conditions attached regarding a
wide variety of concerns. The Delta County LGD and Commissioners had requested that a
representative of the COGCC staff or Commissioners attend the hearing, and Brian Macke was in
attendance. The eight-hour hearing included presentations by Gunnison Energy and the Grand Mesa
Citizens Alliance, questions from the Commissioners, and public comment by approximately 50 people,
all but one of who expressed fervent opposition to the project and strongly requested that the
Commissioners deny the GEC application. The Delta County Commissioners have taken the matter

under advisement and will render their decision by Monday, July 22nd, Newspaper articles about the
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GEC project are attached. ("Delta County Coal-bed Methane Proposal Stalls”, "Citizens' Legal Team
Offers Grounds For Denial", "Delta County Seeks To Delay Methane Wells", "Delta County Residents
Fight Coalbed Production", "Regulations Crimp Coal-bed Methane Plans")

Gunnison County Public Meeting to Discuss the SG Interests, Ltd. Natural Gas from Coal Seam
Project

SG Interests, Ltd. has been working with the Gunnison County government and COGCC staff to
prepare for an exploratory driling program to test the Cameo Coal Formation for coalbed methane
production in northern Gunnison County. Brian Macke attended the June 7, 2002 Gunnison County
Planning Commission meeting to participate in a public round table discussion working meeting with the
Gunnison County officials, representatives of the High Country Citizen’s Alliance and the Western
Slope Environmental Resource Council, and La Plata County Commissioner Josh Joswick via speaker
phone to address oil and gas regulatory issues. The COGCC has approved Applications for Permit to
Drill for four wells, three of which are exploratory wells that target the Cameo Coal Formation, and one
is for a deeper test of the Corcoran Formation, which may possibly be used as a disposal injection well
for produced water from the other wells. On June 21, Gunnison County approved the SG Interest, Ltd.

Application. On July 2" the Gunnison County Commissioners unanimously passed a nine-month
moratorium on all new oil and gas drilling applications, which coordinates with the moratorium passed
by neighboring Delta County. The stated purpose of the moratorium is to give the counties time to
draft new regulations on oil and gas drilling and production. Attached are newspaper articles about the
Gunnison County project. ("County Enacts Nine-month Moratorium On New Oil And Gas Drilling

Applications")

Parachute Area Air Quality Monitoring Meeting

The Grand Valley Citizen’'s Alliance (“GVCA”) has been concerned with the practice of flaring gas wells
that are being completed in the area and with what is perceived to be emissions from producing wells.
The GVCA has called on the Colorado Air Pollution Control Division (“APCD”) and the EPA to become
involved in the issue.

As a follow up to an initial meeting with the GVCA, Williams Production Company, the APCD and the
EPA on March 6, 2002 in Parachute, Brian Macke and Bob Chesson attended meetings on April 4 and
24, 2002 with representatives of the Colorado Air Pollution Control Division, the EPA and Williams
Production Company to discuss various options for initiating a “Community Based Program” to
address the community’s air quality concerns. The EPA is providing funding through their Emergency
Response Program to do some air sampling and analysis in the area.

The COGCC, the APCD, the EPA, the air sampling contractor Seagull Environmental, GVCA, and
Williams Production Company representatives met again on May 22, 2002 to agree on sites for air
sampling. During the week of May 27, 2002, twenty air sampling chambers were distributed at seven
different locations as follows: 1) six canisters at a producing Wiliams Fork gas well that is equipped
with a vapor combustion (odor reduction) unit, 2) six canisters at a producing Wiliams Fork gas well
that is not equipped with a vapor combustion unit, 3) four canisters at a well that is undergoing
completion operations and is being flared, 4) one canister in the town of Parachute, down-valley from
several gas wells, 5) one canister near Parachute Creek, up-valley from several gas wells, 6) one
canister in the town of Newcastle to represent similar town conditions to Parachute but without the
nearby gas wells, and 7) one canister near a residence in Red Apple subdivision in the Rulison Field.

In addition to the canisters, which will sample air that will be analyzed for organic compounds, there will
also be monitors to measure NOX, NO2 and SO2 at the flaring well site. The analysis data from the air
sampling will be available by mid July. When the results of the analysis are available and have been
compiled, the APCD and the EPA will convene a meeting of the GVCA, Williams Production Company,
other members of the public and COGCC staff to discuss the results. This meeting, which has not yet

30f9 12/1/2010 11:44 AM



TO: COGCC Commissioners http://cogcc.state.co.us/Staff Reports/2002/07-15-02.htmr

been scheduled, will most likely be in early August. The cost of the sampling and analysis is
approximately $1,500 per canister, with a total cost of approximately $30,000.

Williams Production Company (“Williams”) Increased Well Density Application

COGCC staff continues to work with Williams to process Applications for Permit-to-Drill (“APDs") for
new wells within lands subject to the Commission order adopted during the October 2000 hearing for
20-acre density in Garfield County. To date, the COGCC has received 90 APDs submitted by Williams
for the increased well density area.

Since the June 2002 hearing, the COGCC has received ten APDs for the 20-acre infill area. Four
APDs (Exxon/Mobil PA 313-32, Mobil PA 34-28, Mobil PA 334-28, and the Puckett PA 334-34) are for
three vertical and one horizontal well on two new well sites and one existing well site located north of the
Colorado River and east of the town of Parachute. The remaining six APDs (Bernklau RWF 23-4,
Bernklau RWF 323-4, Bernklau RWF 13-4, Bernklau 313-4, Bernklau 314-4, and the Bernklau 24-4) are
four directional and two vertical wells all located in Section 4, Township 7 South, Range 94 West, south
of the Colorado River. Four of the wells will be located on existing surface wellsites and two will require
new well sites. None of the ten APDs require additional permit conditions.

COGCC staff continues to work closely with Williams permitting staff and Garfield County to ensure
that the requirements of the 20-acre density order are met in an efficient manner.

V. SOUTHWEST COLORADO

® La Plata County GORT Meeting

The June 13, 2002 GORT meeting included a field trip to Ridges Basin (southwest of Durango) to view
the 3M monitoring wells and gas seeps in this area. The meeting was sparsely attended by only six
people, of which two were COGCC staff members. The next GORT meeting has not been scheduled.

® 3M Monitoring Wells Project Update

All 3M monitoring wells are now drilled. A total of seven monitoring wells have been drilled at four sites.
The monitoring and telemetry equipment has been installed in all of the wells and pressure data is being
collected.

V. SOUTHEAST COLORADO

® Raton Basin Project

Gas isotopes from one water well and two gas well are complete. The final results from these three
samples will be incorporated into the Raton Basin Project. Complete reports and data will be
incorporated into the database in July.

VI. ENVIRONMENTAL ISSUES

COGCC Annual Report to the Water Quality Control Commission (WQCC)

COGCC staff will be making their annual presentation as an implementing agency of ground water
standards and classifications to the WQCC at the hearing on Monday, September 9, 2002 at 1:30 p.m.

Quarterly WQCC/WQCD/COGCC Meeting

Future meetings of the Water Quality Control Commission, Water Quality Control Division, and
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COGCC will be held on a semi-annual basis. The last joint meeting was held on March 12, 2002.

Rule Making Proposed to the WQCC

In an ongoing program to resolve discrepancies between the EPA requirements for UIC programs and
the WQCC standards and classification for ground water, Loren Avis, Debbie Baldwin, and Ed
DiMatteo continue to work with staff from both agencies. A new rule has been proposed that would
apply to the Lansing Formation in the Campo Field in Baca County (proposed WQCC Rule 42.7 (51)).

COGCC staff will present the proposed rule at the WQCC hearing. The hearing is scheduled to begin
at 1:00 p.m. on September 9, 2002 in the Florence Sabin Conference Room of the Colorado
Department of Public Health and Environment (CDPHE), 4300 Cherry Creek Drive South, Denver.

VII. ORGANIZATION

® Staff Organization

Our current organization chart is attached.

VIl.  PLANNING/ADMINISTRATION/OTHER

COGCC FY 03-04 Budget Change Requests

The following are the three FY 03-04 Budget Change Requests for Severance Tax funding that have
been submitted by the COGCC:

1. Asset Management Plan. This request is for $70,744 from the Severance Tax Operation
Account to meet State and Department standards requiring that an asset management plan be
implemented to meet technology changes on a regular basis. Increased customer demand for
Internet services requires COGCC to continue to improve its applications and upgrade existing
hardware and software applications.

2. Remote Staff Decision _Support. This request is for $101,955 from the Severance Tax
Operational Account to provide 15 field workstations (laptop computers with COGIS database)
for COGCC field engineers, inspectors and environmental protection specialists. It also
includes $23,545 in FY 05 and thereafter for ongoing maintenance. The workstations will allow
the field staff to query the system for detailed well information, inspection history, and violations
of all existing oil and gas operations in an inspector's area. The package will include Global
Position System (GPS) to identify locations that have been reclaimed and facilities that are
incorrectly located as well as digital cameras to facilitate the exchange and storage of pictures
showing actual field conditions.

3. Internet Enabled Form Processor. This request is for $372,900 from the Severance Tax
Operation Account to convert existing form processor to an Internet programming language and
complete the forms that have not been created in any form processor. This will allow for all
COGCC forms to be available on the Internet and provide the functionality for an automated
workflow for staff review and approval. Allowing COGCC to input data on the Internet and run
preliminary quality control edits will decrease turnaround time for approvals and data availability
by eliminating data entry delays at the COGCC. This will also allow for more rapid review and
approval by technical staff of forms that are not currently in the automated workflow.

The change requests were submitted to the MEGA Board at their June 18 meeting in Glenwood
Springs. The Mega Board voted unanimously in favor of recommending approval of all three change
requests. The COGCC will meet with the Department of Natural Resources Executive Director’s Office
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on July 24 to review the Budget Change Requests. Attached is my letter to the Mega Board describing
the need for each of the Budget Change Requests.

® 2001 Outstanding Oil & Gas Operations Awards

The deadline for nominations for the COGCC 2001 Outstanding Oil and Gas Operations Awards was
May 17, 2002. We would like to express a sincere thanks to those who worked to provide the several
nominations that were received this year, which was a great improvement over prior years. This is the

" year of this very successful program that recognizes extraordinary efforts of oil and gas operators
in a variety of categories. The awards will be presented at the COGA Rocky Mountain Natural Gas
Strategy Conference in August 2002. Commissioners will receive a list of nominations within the next
several weeks.

® Fire Prevention Directive for Oil and Gas Operations

On June 21, 2002 the Director issued a Fire Prevention Directive for Oil and Gas Operations. The
directive was issued as a result of the increasing fire danger in the state and the growing concern from
citizens that oil and gas operation might cause fires. The directive was intended to emphasize existing
statewide rules and provide guidance at this time of extreme fire danger. This directive is included in the
staff report and is also available on our website. The directive was also mailed to all active operators in
the state.

® NGPA Well Determinations

Operators must submit FERC Form 121 and the COGCC Form along with the required materials to the
COGCC for processing for well determinations. FERC Form 121 is available in hard copy at the
COGCC. The COGCC form is available on the website by clicking on “Natural Gas Category
Determination”. Additional information is available on the website including a list of tight formation area
designations and a list of all previously approved well determinations provided by the FERC. To date,
586 applications have been filed and processed, with 511 sent to FERC recommending approval. A
regularly updated listing of all applications received and their status is available on our website at
http://cogcc.state.co.us/general/NGPA/ngpa_determination.htm. For additional information, contact
Tricia Beaver at (303) 894-2100 x115 or tricia.beaver@state.co.us.

Penalties Status

Attached is a revised table showing the status of penalties paid and penalties pending collection.
COGCC staff is working closely with State Central Collections to attempt more timely collections.

August Hearing Docket

A preliminary docket for the August 19t hearing has been provided. Hearing dockets are updated on

the COGCC website by clicking on “Hearings”, then “2002 Hearing Schedules, Dockets, Agendas and
Minutes”.

Effective with the July 2002 hearing docket, hearing applications may be viewed online by opening the
docket, then by clicking on the Docket Number. Once issued, the final Commission Order will be
available by clicking on the Cause Number on the hearing docket.

Data Processing and Staff Workload

The volume of data entry has increased significantly over the past year. With the current oil and gas
prices, we are seeing an increase in drilling and completion activities. Additionally, the 1999 production
reporting requirements significantly changed the number of lines of data submitted. In order to facilitate
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faster turnaround time of approvals and earlier data access to submitted data, all operators are being
encouraged to submit their production and levy reports electronically. The COGCC is exploring ways
to make forms available for submission on the Internet so that all forms can be submitted electronically.

Production data is complete through 2000. The 2001 data has not all been processed due to a vacant
position and the recent hiring freeze. The position is expected to be filled by August 2002, at which
time the backlog of reports will begin to be processed.

Drilling permits have the highest priority and will continue to be processed within the timeframes set up
in the rules and regulations. Operators are encouraged to submit their applications complete and prior
to end of the 30 day surface owner notice period to ensure that permits may be approved and available
at the end of the notification holding period. Other forms are processed in the order in which they are
received.

Monthly Report of Operations - Form 7

Since January 1999 production reporting (Monthly Report of Operations, Form 7) has been submitted
by well by completed zone. This was a change from the previous format of reporting by lease where
multiple formations and wells were reported as a single entity.

Beginning in January 2002, all production reports are to be submitted either in hardcopy on the new
Form 7 (revision 10/22/01) or electronically. The new Form 7 can be identified by the four black
squares on the corners of the form. The squares are reference data blocks which are utilized by a
software package to optically resize the form to allow for computer conversion of the data; this will
eliminate manual data entry of paper forms. The COGCC website has these forms in PDF and JPG
formats for downloading and printing. The form is letter size (8.5" x 11") and the PDF form can be
completed on a computer and then printed. Adobe Systems, Inc. sells Acrobat Approval
(http://www.adobe.com/store/products/acrapproval.html) for $39. This application allows the data to be
saved to a computer.

There are currently more than 80 operators reporting electronically, accounting for 80.6% of the
production reported in October 2000. This is an increase of twenty operators, or 7.3% of production
reports, since June 2000. This significantly reduces the manual data entry volume. Thank you to all of
the operators who are reporting electronically.

Sharon Tansey has been distributing an Excel spreadsheet that lays out the electronic format for the
production report. Electronic submission may be made by e-mail attachment to
ogcc.eforms@state.co.us, or by mailing a 3.5-inch diskette or CD. To assist operators in
understanding the new production reporting form, the codes used on the form, and the data format for
reporting electronically, COGCC staff has prepared a document titled “Monthly Report of Operations,
Form 7 Specifications”. This document is available on the COGCC web site at
http:/www.cogcc.state.co.us/forms.html in the “instructions” column, or from the COGCC office.
Questions should be directed to Sharon Tansey at (303) 894-2100 x128.

A production reporting application for Internet filing of the Monthly Report of Operations is currently in
testing and should soon be available as procedures and documentation are finalized.

Conservation Levy, Form 8

The current Conservation Levy rate is set at eight-tenths mill ($0.0008) per dollar. Beginning with the
third quarter of 2001 Levy is filed on a new form totaled by operator. Previously the Levy was reported
on a lease basis. The new form and the electronic reporting format are available for download from the
web at http://cogcc.state.co.us/forms.html. Please contact Sharon Tansey at (303) 894-2100 x128 with
guestions concerning new format requirements.

70f9 12/1/2010 11:44 AM



TO: COGCC Commissioners http://cogcc.state.co.us/Staff Reports/2002/07-15-02.htmr

Colorado Oil and Gas Information System (COGIS)

The COGCC information system has been named the Colorado Oil and Gas Information System
(COGIS). COGIS is made up of the database management system, the Geographic Information
System (GIS) and the document imaging system. All of these systems are available on the Internet and
in the public room.

The database application consists of a form processor that stores entered data for review by
appropriate technical staff for quality control and compliance. Data access is provided by an online
guery to view individual records on the computer screen. Reports are being developed to provide
access to multiple record data sets.

The GIS is made up of two parts. The plat mapping tool spots wells, pits, and other associated
facilities. The Internet available GIS tool is the Autodesk Mapguide application that displays statewide
data including wells, pits, land ownership, spacing, surface water, surface geology, municipalities,
roads, etc. Autodesk Mapguide allows for zooming, panning, printing and redirection to the database
queries.

The document imaging system contains digital images of all paper records of the COGCC. The
historical records, including well logs and oversize hearing exhibits, are available on the Internet.

The impact of these new systems substantially affects the processes that COGCC staff uses to
complete its work. Work continues on program fixes (bugs), training, documentation, and modifications
to the workflow to fit the new methods of data processing. As these issues are worked through, delays
in form approvals and data distribution experienced by COGCC customers should be resolved. Data
migration and cleanup continues. Although this will be a long-term project, the results will be well worth
the effort.

Geographic Information Systems (GIS)

The current GIS project involves inputting spacing orders to show the cause number, unit size and well
density of any given area, accurate to the section level. This will enable the reviewer to know which
orders should be consulted for further detail. This is a large project that will take quite a while to
complete. The data will begin showing up on the Internet as each spaced area is finished, beginning in
southwest Colorado and working clockwise around the state.

A new tool has been developed and will be available soon, which will allow the user to add points, lines,
polygons, symbols and text to the viewed map. The user's data can then be saved to their hard disk
and re-accessed later. As this tool is new, any problems should be reported so they can be corrected.

Well Log Imaging

The division's open hole well log electronic imaging project approved for the fiscal year 2000/2001
budget is completed. The goal of this project was to image all of the historically submitted well logs. A
total of 100,707 well logs have been scanned.

Internet viewing of the logs follows the procedure outlined in the “Tiff Image Viewing Information”
document on the COGIS main menu at http://cogccweb.state.co.us/. Additional information will be
added to the document as we gain experience. Viewing the logs is very memory intensive; it is best to
save the document to your hard disk and then open it later. Even with the performance gains achieved
in the last few months, the well log files download slowly because of their large size.

COGCC on the Internet

The COGCC homepage has a new design that provides improved navigation and information
organization.
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The COGCC continues to expand its Internet presence at www.cogcc.state.co.us with access to the
COGIS database (live queries), GIS (maps), Document Images and Commission orders on the
COGCC homepage. Online reports on the homepage are currently being developed and tested.

Feedback on Web Site

The comments we receive are encouraging and continue to deliver the message that we are on the
right track in providing our customers with the right product. Our goal is to continue to improve the
website and the data contained within.

Image Indexing and Data Cleanup

The goal of Image Indexing is to go through all imaged documents to input the name and receipt date
of each document for easy selection of a desired document image. This will greatly enhance the
functionality and decrease the time needed to select any document image. Over 41,500 of the 63,000
well files have been fully indexed and rescanned where necessary. There are currently five people
working full time on the project.

The goal of Data Cleanup is to review well file records to verify and update all records in the new
database supplying information that was not migrated or available in the old database system. The
project is fully staffed with four people editing and reviewing records. Due to intensive training and
increasing comfort with the data and the software application, productivity levels have begun to
increase with over 3500 wells reviewed and updated.

Local Government Information

The local government program is available on the COGCC website. Letters (approximately 300) were
sent to all Colorado counties, cities, towns, municipalities and special districts advising them of the site,
along with a new Local Governmental Designee form for those local governments who wish to
participate under Rule 214. To date, 117 forms (43 counties and 74 cities) have been returned with 102
(42 counties and 60 cities) wishing to participate as Local Governmental Designees. To access the
local government information, go to the COGCC website at www.cogcc.state.co.us and click on the
“Local Government” button. At the Local Government Search screen a local government name may be
entered or a legal description and searched for approved permits, pending permits, operator changes
and plugged wells within that governmental area. In addition, statewide searches for the same
information may be conducted from this screen.

IX. VARIANCES

No variances have been requested since the June hearing.
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Colorado Qil Gas Conservation Commission Page 10f 2
Monthly Statistics

Baker - | Permits Unedited | | Well

YEAR MO | Hughes | Drilling Recompletion Injection Pits Active | Historic | Public Visits |  Oper
rigcount | Apvd | Rovd | Apvd | Revd | Apvd | Rovd | Apvd | Rovd | Wells | Records | Data | Office | Internet | Change |

1999 | Total 1010 | 1057 86 87 10 7| 158 146 1624 | 2840 | 15230 2186
2000/ JAN 18 i (S | S S S S [
e 1 1y Al 1sE el 2l  of  ul  qE  yAl [ 123]  126| 3432] 245

~ IMAR 18 18] 130 17| 12| 1l 1! 5 17| 126 172] 3611 192
APR 18 103 133 4 3 2| 2! 5 54 21989 108 169 3219 357
MAY 17 1200 128] 14] 17 O 1] 71 34 22008 | 131] 218] 3664] 158
JUN 18 122 198 14 20 0 O 18 10| 22103 W8 17 38 0 3
JUL | 19 | 148] 23] 9| 8 4f 8 38| a0l 22190| 100  172] 3384] 225
JAUG | 18 | 107 154 7. 18 1 0! 22 40 22247 103 75| 3759 198
SEP | 18 138] 140 371 M 1] 4 51 37 22175 66 208 4941 348
ocT | 19 155 145 11 13 0 0 42] 22| 22024 99 205 4863 294
.. i S i i i A e | B2 155 4704] 183
DEC | 2 |91 162 9 14 | 2] @ & ol 0 | a0 138 #es 217
2000 | Total 1520 | 1745| 152 174| 12| 21| 328 305 1264 | 1844 | 46136 3102
2001lJAN | 26 | 208 217] 48] 40 5 2] 26 8] 22040] 89| 136] 6974 280
FEB 29 | 193 195 5 100 O 0 16 18] 22205 75 113] 4000)  4ea
|MAR 2% | R 137 0 8 2 OF 2 0 3 41 23T 78 107| 6448 201
APR | 32 | 22| o7s| 18] 18] 1| 2| 4] & 22714 87 143 6110 698
MAY | 38 | 241 238 8 7 0, 2 0 7 72 157 6693 534

JUN 36 |  184] 257] 12| 14| 2 3 10| 49 22712 85 106] 6090 644

JUL | 3 | 218 182 £} 9 4] 2 23] 3| 22742 81  116] 10473 790
AUG | a7 | 77| 51| 22 17| 3 4 25 c - (T (i __ &7 78 .1?-72?_ 1341
|SEP | 38 | 108 149 6 131 3 0 83 27 22785| L 60| 69| 10416 169
OCT | o8 | eo1| a4l 8 B o 8] @ 3 oomadl B4,  105] 11943] 207
NOV | 33 | 123 155] 18| 8 7 . . 24 , 63 78] 11542 167

DEC | 24 | 183 188 3 5 1 2. 25 43 22879 7 ok 101] 10508] 201
2001 | Total | 2273 2288 | 162! 151| 22| 22| 238| 248/ | | g25| 1306 | 104824 5720
20020AN | 25 | 161 _JIE' o4 E - ol' A & pery 73 85 ”5?3 1047
S T T S S S| R - 76| 68 13679, 195
MAR 25 194, 180} 8 n 60 2 a1 11, 22930 58 55| 13184 174
APR | 28 176 195/ 9 12| 1 4 2 26 23040 65 67| 12935 171
MAY | 33 172, 197, 15| 26 1 5 a1 10 23098 64 90| 14492 199
UM | a8 | 82| 126] 25| 18 0 0 1 1| 23156 57| 69| 13747 73
9002 | Tomi | | 1049 1077| 65| 72 6 12| 127| 1001 ~ | a93| 44a| 79710 1850

Apgud = Apvewed Fovd = Receved ind = indwidual Birkt = Blarket Acps = Appicanon o Heanrg NOAY = Notco of Allsood Yiugton ADC = Adminsirative Cxder of Consant (FY = Do Frading Vickaston Cmes = Complmnt Comp = Coenoiaied
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Colorado Qil Gas Conservation Commission Page 2 of 2
| Monthly Statistics
B ’ Bonds A f i (AN sl | Z ' Remediation |
YEAR MO | Operators | Release =~ | Claim | Hearings @ Violations | | Projects | Field
New | Inactive Ind. | Binkt Replace| Ind. | Binkt A Apps. Order. NOAV | AOC | OFV | Cmplt | Spills | Revd Comp| Insp
1999 | Total 55 41| 45| 25 61 1 2] 31| s8] 198 B 12| 123| 211]| 83| 24| 7627
2000/JAN | 4 8 3 & 5 1 o 1 1 34 | 0 11 8 |38 |8 0 | 782 |
FEB 7 5t w7 of o o o v sT w1 84|93 [y
MAR | L M 3 o o s 2] 16| 0ol 27 17] 10 638
APR | 5| 12l 1| 4l 2l o o & | 4 | 5 [ o | 0o 2 | 22 |12 8 | ar4
MAY | 7 1l 100 4 21 8 o1 | 1| & | 0|0 27| 82| 8|6 | M
WJUN | 5 8 5 5 - ol 1 1 39 0 | 0| & 21 | 12 | 16 | 413
JUL 10 7 6, 3 5 0 0 5 7 26 | 2 o 1" | 26 |18 ] 11 | 79
N 100 8 2 (i S| S ) L B SR R RS RS S
O |- 91 . - - & G Mg | ¥l 2 T o] 0 17 20 | 31 | 593
ocr |y b 8t 3 - 4l Tl Bbael ¥ L og o2 8 TR s e e
NOV | 6 &gt Al g =1 00 NA | NA| 8 [ NAINA| 16 | 24 | 12 | 13 | 658
DEC 4| o o © 8 0 ol 18] 5 1 0 [ 10 | 19 [ 2] 8 | 48
2000 | Total 76 | 89 65 45 55| 2| 0| 47| 35| 244] 13| 7| 248 283 21| 1a0| 7687
[ 2001JAN 7 B & a 0| o ol 12| 8 | 1 | 1 | 6| 0 | 35 | 15| 8 | 718
—_|FEB 8 2l 3 i G ) W e { e Lol 7 | € F |
MAR 5 3 & 8 0o o 2 | 3 4 1 10 9 W @] 5 "6
APR 8 7 2. o 12/ 0 ol 9 7 6 | 2 | B 14 14 4 | 8 | 542
MAY 7 £ 4 B B0 g4l l-7 1 @l 011 inltel 16
JUN | 7 8 o 5 4 o0 O NA[NA| & | NA|NA| 17 | 17 | 8 | 7 | 414
BRI s 3 3] Bt 94l B ol g 19 Ui X |01 9w | 48 |6 [ 10| 88
_|auG A8 9 ol mel df  of 4 |3 1B ] @ [0 45 | % | 3| 3| vel
SEP 10 g 7 4] 3 B ol 2 | NA| 40 "HBE: 14 | 20 8 | 10 | 309 |
ocT 5 8 5 = 8l 0o of 5 | 4 | 42 B [ D | 2 | ¥ | ¥ l.e | 90
NOV 5 8 B & 12l © 00 NA | NA | 14 | NA [ NA | 20 2 | 6 | 7 | 408
DEC | 8 2 0 3 10| 1 L . . (O |__“ & | 13 | 8 | 1 | 8 | 35
2001 | Total 77 57| 33| 28 104 2 1| 53| 40| 253 ol 2| 217 202| 87! 99| 7239
2002 JAN 7! B 8 3 6 0 e T T 40 | 3° 11 .1 35 | o5 | & 5]y
FEB | 10, T 5 0 of &6 | 4 S | 27 3 6 | 443
MAR 6. 8 &  w o o glalwlole] § | &ITE 'S
AP y_da & A e 4 o S| &7 Mt olol e rplanlTew
MAY I 8 O O/ NA[NA| 2 | NAINA| 11 | 9 [ 1 | 7 | 698
B R N B I I S
2002 | Total 40| 54] 24| 33 45 1 1| 26| 21| 4] 1| ®B| 50| 105| 10| 34 3039

l Apwtl = Appwoved Fovd = Racesnst Ind = indivichasl Bira? = Blanked Apos = Appicaton lor Haarng, MOAY = lotos ol Allsged Vickation, 800 » Adminisicaibae Chided of Consant, OF Y = Cimer Pading Vickation, Cmpl = Compleed, Gomp = Commgbeted




300

250

200

150

100

COLORADO COMPLAINTS 709102

123

246

187

100

1999

2000

2001

2002(proj.)




e e B

CLENWUOD o TVAME 20 20

By Lynn Burton
Staff Wiiter

With wildfire dangers at an all time
high, and a statewide open fire ban in
place, why are natural gas exploration
companies allowed to flare their wells in
western Garficld County?

That was perhaps the hottest question
posed at a natural gas forum in Silt Tues-
day night. The answer came from two
SOUTCES.

Brian Macke, deputy director for the
Colorado (il and Gas Conservation Com-
mission, said the torch-like flames are just
carbon dioxide, water vapor and heat.

“There are no particulates,” said
Macke, one of four panelists who fielded
questions, “There has never been a wild-
{ire in Colorado caused by flaring.”

Don DeFord, Garfield Countys atior-
ney, said Gov. Bill Owens reviewed his
ban on open fires on Tuesday, and exempl-
ed gus-fueled fires.

DeFord’s statement drew groans and a
few hoots from the standing-room-only

crowd at the Silt Community Center.
Other than that, the forum was mostly cor-
cial.

The panel included Macke, oil and gas
aftorney Lance Astrella, former Garfield
County Commissioner and Rulison ranch-
er Arnold Mackley, and U.S. Bureau of
Land Management representative Steve
Bennett.

“The time has come to stop looking at
differences (between) neighbors, and start
looking at commonalities,” said forum
moderator Peggy Utesch, a member of
South of Silt Concerned Landowners.
“The people are not against natural gas
dnlling”

With natural gas companies drilling
more wells on privite lands south of Silt,
residents are facing the same problems
and 1ssues that Parachute folks have coped
with for the past few years, including:
noise, heavy truck traffic on county roads,
wasle pits that sometimes attract dogs, 24-
hour activitics, and a complex mix of
burcaueratic regulations, state statues and

industry practices.

The complexities and uncertainties
many rural Silt area residents are con-
fronting prompted Tuesday night’s forum.

*“We ran up against what seemed to be
a jigsaw puzzle when we tried to get infor-
mation,” said Tesch.

Through the forum, topics and ques-
tions included property owners' surface
rights, the rights of mineral nghis owners,
the drilling process itself, the role of the
Colorado il and Gas Conservation Com-
mission and the importance of drafting an
acceptable minerals leasing agreement.

The most concrete proposal was a
request for Garfield County Lo create a
staff position o focus on the gas industry
and its impacts on the county and its resi-
dents.

“I've been trying to get this done for
six years,” said Garfield County Commis-
sioner John Martin afier the meeting. *1
haven't been able lo convince my other
two colleagues yvet”

The topic of waste pits drew a far

Gas well ‘a horror story’ for one resident

-.'.'om‘mwd fram page |

“It hasn't been shown that pit-
less drilling in western Colorado
is economically feasible” Macke
said.

Mackley recommended land
owners do a baseline study on
their wells or spring water before
reaching a surface users agree-
ment with 4 gas company.

Astrella said such agreements

also cover noise, berms, dust con-
tral and other surface impacts.
“That’s excellent advice,”

Macke said. *“You can really nail

down the issues folks are con-
cemned with.” _

Uitesch said representatives
from the gas companies were
invited 1o the forum, but declined
to attend. f

Maost of the questions and
discussions were mformational,
but one resident related his

expericnce with a gas company
drilling a well 200 yards {rom
hig house.

*Its a horror story,” said Tim
Trulove. “Folks, it's unbelievable
if you haven't experienced iL.”

As she left the forum, Grass
Mesa resident Tere MeGuire said
the forum provided some good
mformation, but there’s more o

“Reality is a different ball-
park,” McGuire said.

INCS “Posr S T pET ENPENT
are over natural gas exemption to state fire ban

amount of panel comments. Pits are con-
structed next to wells as they are being
drilled to contain solid and liquid drilling
residue,

Macke said waste pits typically contain
drilling mud, bentonite clay, cuttings from
inside the well bore, vegetable-based
polymers used in the fracking process;
and sometimes sawdust.

Macke said algae sometimes blooms
on the waste pit ponds. “H is very innocu-
ous,” Macke said of waste pit contents.

Panel member Asirella did not com-
pletely agree. “There are a lot of things in
the pit. ... It's a big mystery,” Astrella said.

The biggest problem with pits, Astrella
said, is they are never tested. “Therein lies
the problem,” he said.

Astrella said drlling technology has
advanced so that waste pits aren’ even

Macke disputed Astrella claim.

Flare
continued on page 7
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1 nparator had: stopped the gas
Naring operation, and the fie-
lighters couldnt smell any gas
ingide the house. There were no
injuiries.

The Colorade Oil and CGas
Congervation Commission has
ssangd 45 drilling permils in
Qarfield Coumty since May 7,
upd 13 more are pending,
aceording o the commigzion’s
wihisie '

Starting aboll six yeass wgo,
the Parachuie and Rulison arcas
feln the firit of the side effects of
the natural gas fndustrys drilling
nnd production process: hoise,
dust, heavy truck traflic and
ST Wil pils

In response L0 numerous
problems, the Grand Valley Citi-
zeis Allinnee was farmed to
muoaitor the nalural gas indusiry,
anil also o Jobby the sote lepis-
lature o expand the rights of wer-
face owners who don’t own the
imaneral righs under their proper-
Iy,

Last Tuesday wnight, the
Allinncs and the Western Cal
vl Congress held their fimt
fistum to address Sill and Rifle
afed restdents’ conoerma

The (ki and Cas Commission
regulates the industry and is
chnrged with protecting pablic
the health, safety and welfure,
the commisdion's deputy diree-
tor, Iirian Macke, told the stand-
mg=ronm-anty crowd Tuesday,

There's disagreement over
hiw wiell the commission’s twa
porthwest Cidorade field inspec-
tors handle comploints sgains
gz drillers and operators,

“We pride ourselves in
cesponding (o -complaints,”
Macke saul. “We've worked with
serface owners to oome up with
sislutions ”

Popey Hawline, a Cilizens
Allinnca member, takes a4 mone
evnical view of how the oil and
gas commission regalntes the
imeluwiry,

“Its like 1he fox puarding the
ben house,” Rawling said afier
e msetmg.

The seven-medmber commis-
givn i comprised of five mem-
bers with, “substantial™ expen-
enga in the oil amd gas indusiry,

- - R E
A drilling rig souwth of Silt, as viewed from Owen Drive in the Dry Hollow area. Kelley Cox pheta.

said comanisam hearing minog
er Tricin Bawver, “The slher two
mts! have formal traiming in
agricalture, lend reclimation,
emvironmenial protection or- soil
ctmservation "

To help the commussion’s two
narthwest Tigld' inspectors, (the
Allionece has called for Garlield
County 1o hire a full-time
emplovee to monitor dolling and
relnted activities, and io help res-
idents with isaues they might
have with the indusiry.

Such an emplyee would have
plenty to talk abowd with Grass
lesa resident

“Use of the commons area
(like roadls) s the bigpest insue”
sald Chrtder, who 15 the Grass
Mesa Homeowners Association
prisidont,

Grazs Mesa Banch is localed
on The sauth dde of Interstste T,
between Rilt and Rifle, above the
Garfield County Airport. Chaiti-
er wpid A b 50 homes lave bean
bt on 7T lots wpte 35 acres m

size. Charticr aadd a gas company
working on Crass Mesa owns
P |t

Cirass Mesa has 26 miles of
privade ronds. [n some ploces the
ronds are only about § o 10 feer
wide, and in others theres a 17
peveent grade, Making their way
up and dewn those rosds are
semi-iratler trucks with drilling
pipe and other egaipment
Recently, & tryck dumped ils foad
of pipe

“The road was closed for
hours,” Chartier said.

Chartier snid a contractor has
been bailding 'a 23-mils pipeline
throwugh Grass Mesa, and that
residonds have discoversd human
Feves in the anea, presumably left
behind Iy workers.

“That waz really disturbing.”
ihe sad.

There have also been prob-
lemp when pets go exploring
neir welld oF :Iri:lmg TigEs,
Churtier said that a year ago, E:r
hlack Labrudor retriever ook o

Drilling debate

seeping to east

Girass Mesa Ranch residens
have wanched drilling rigs eroep
their direction from the wesl for
twio years, imid some homeowns
ers &g now fealing the effects,

A recent incident came a1
1130 pom, om April 25, Thas's
when the Rifle Fire Protection
Disirict received a eall from o
resident who smelled nitumal gas
im has house, wocording 0 a dis-
frict report

The fire district dupatehed
twir trucks wnd three personnel
When they arrived, the fincfight-
ers discovered the gan came from
an m iy Maped woll bocated
meits Lhe honase.

“Vapors drified down and
enlered the residence,” smid Rifle
Fire Primtract EMT Kevin Alyey,

By the time ile emergency
responders arrived, the drilling

Dovilling
oot o g 7

Morndey; June 24, 2005 + Clomwood Springs Post indepondent T

Dnlling rigs gather where deer; elk once roamed

plunge in an wnfenced gus well
wasle pil

“We washed him 12 nmes,
and it sl didn’t ger everyihing
oul,” sald Chartier. Dnlling
impitcts have “definitely heen
buslding since then” shaanid.

Chartier sakd evervone an
Girass-Mesa know they wonldn't
own the mineral rights ander
therr property when they bought
in, and fhat drilling was a possi-
hitity. Bill, ity hord 1o lve with
the ceallites that drilling has pro-
duced,

"We usesd b Buve. hoge herds
of deer and elk in the pastares,”
Chartser said. 1 haven'l soen one
i 10 yeam.”

Altbough Cirass Mesa resi-
dents and others have hzen
impacted by gas drilling, Rawlins
said the Grand Valley Ciizens
Alhance has secomplished a bot
ginee forming in 1997,

The Allisnce has spoken ol
nt public hesrings, urging the
natirnl gas ibustry bo ese direc-

tinmal deilling, a mathod by
which severn] wells are drilled
framn the same pad, which
reduees enymrommensal danmge

The Alliance convineed the
Environmental Pratection
Agency and Colorade Depart-
meni of Henlth to condust ait
quakity monitoring in the Para-
chute area.

T hielp residenis eontact the
different regulatory agencies
involyed with the oil and gas
mdusiry, the Alliance compiled
an information sheet that is avail-
able by calling Alliance ongamizs
er Viek: Meath at 1-970-270-
63K,

The group’s biggest poal is 1o
womvinee the Colomdo jegislature
o change the ol aond o
miskion’s makeap, so thot mone
of the seven mombery can bhe
employed in the oil and gas
ity

"W wan! the logislaiure 1o
tuke out than confliot of interest,”
Rawline saud.




STATE OF DEPARTMENT OF NATURAL RESOURCES
COLORADO Bill Owens, Governor
1120 Lincoln St., Suite 801
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CONSERVATION COMMISSION

July 3, 2002

Bruce Bertram
501 Palmer St., Ste. 227
Delta, CO 81416

Re:  Gunnison Energy Corporation Applications for Permits to Drill — Spaulding Peak
#1 Well, Dever Creek #1 Well and Lone Pine #1 Well

Dear Bruce,

The Colorado Oil and Gas Conservation Commission (‘COGCC") has received
numerous letters from citizens in Delta County asking that approval of the above-
referenced Applications for Permit-to-Drill (*“APDs") be withheld until a hearing on the
APDs can be conducted. In addition, Delta County, through its local governmental
designee, has submitted comments and proposed conditions of permit approval for
consideration by the COGCC.

The Rules and Regulation of the COGCC are designed to address all stages of oil and
gas operations as defined in the Oil and Gas Conservation Act (the “Act”) that are
conducted in Colorado. Compliance with these rules and with the statute adequately
protect public health, safety and welfare. In addition, each well bore constitutes a point
of compliance as defined in the COGCC rules from which ground water standards
established under the Water Quality Control Commission can be determined to be in
compliance. When applicable, certain conditions of permit approval not specifically
addressed in the COGCC rules may be imposed upon an APD by the Director.

Permit approval is an administrative function under the Act delegated to the Director by
the Commission. There is no process for protesting or intervening in an APD, however,
under Rule 303.k., the Director may withhold the issuance of a permit when based on
information supplied by a surface owner or local governmental designee, or by staff
analysis, and where appropriate as confirmed by an onsite inspection, the Director has
reasonable cause to believe that a proposed well location raises significant concerns
regarding potential adverse impacts to public health, safety and welfare. | have
carefully reviewed all the letters from citizens and the comments from Delta County with
several members of our staff. Onsite inspections were conducted by COGCC staff with
the Delta County Commissioners, the Delta County Local Governmental Designee and
Gunnison Energy Corporation ("GEC") which included confirmation that the surface
owners of the proposed wells are in agreement with the well sites and access roads. As
a result, | have concluded that there is no basis for withholding issuance of the APDs
and conducting a hearing under Rule 303.k.

CEFARTMENT OF NATURAL AESOURCES: Jreg E Wricnar, Evaculive Direcior
COGCC COMMISSION: Tam Ann Casey - Brian Cree - Michasl Kiish - Peter Musiar - &ba Phifips - Lynn Shook - Swephen Sonnenbasg
COGEOC STAFF: Flchard T. Geiebing, Dieector - Brian J. Mecke, Depuly Jirecior - Momis Ball, Oparations Manager
Pairicia C. Beaver, Haarings Mangger - Thomas J. Ker, infarmation Manager




The three APDs filed by GEC are complete application packages submitted using
standard petroleum industry practices and complying with COGCC rules. The APDs
have been issued with conditions of permit approval, taking into account those issues
raised by Delta County and its citizens. That document is attached herein and includes
a description of how pertinent COGCC rules and the proposed well bore construction
protect public health, safety and welfare.

Also enclosed please find a “Typical Questions From The Public About Oil and Gas
Development in Colorado” brochure to further assist you in understanding the COGCC's
role.

Sincerely,
oy s »
cﬁém&g.m?
Encl.

cC: Well files




HOW ISSUES RELATED TO PUBLIC HEALTH, SAFETY AND WELFARE ARE
ADDRESSED BY THE APPLICATION AND COGCC RULES

COGCC Rules and Regulations and the Fire Prevention Directive for Oil & Gas
Operations are available on the COGCC website at www.oil-gas.state.co.us
under "Rules” and "Announcements” respectively.

Gunnison Energy Corporation Applications for Permits to Drill (“APDs"):

Dever Creek #1 Well
SE NW Section 12, Township 13 South, Range 93 West, Delta County

Spalding Peak #1 Well
SW NW Section 24, Township 12 South, Range 94 West, Delta County

Lone Pine #1 Well
SE NW Section 25, Township 12 South, Range 91 West, Delta County

The following is a discussion of how Issues raised by the comments provided by
the Delta County Local Governmental Designee and Delta County citizens on the
above-listed wells are addressed by the applications and COGCC rules. Issues
not addressed by the applications and COGCC rules have been addressed
through specific conditions of permit approval.

Outcrop Impacts
The wells are located a significant distance from the outcrop of the formations

being tested and do not pose a potential for any adverse impact at the outcrop
(Dever Creek #1 Well — approximately 2% miles, Spaulding Peak #1 Well —
approximately 4%z miles and Lone Pine #1 Well — approximately 3'2 miles). In
addition, the wellbore construction as described below prevents impacts to the
outcrop.

Protection of Water Quali

In order to obtain APD approval, the COGCC requires all APDs to be in
compliance with all applicable COGCC Rules goveming well drilling,
construction, and completion to ensure protection of surface and ground waters,
including all water quality standards or classifications established by the Water
Quality Control Commission of the Colorado Department of Public Health and
Environment for waters of the State.

Rule 317. requires that sufficient surface casing be set to protect all known
usable water zones and that the individual well casing program prevent
migration of oil, gas, or water from one horizon to another. The COGCC
considers each well bore to be a point of compliance for ground and
surface water quality protection.




The well bore designs for the above APDs have been reviewed by a COGCC
staff petroleum engineer and fully comply with COGCC requirements as specified
in Rule 317. The casing and cement design for the Dever Creek #1 Well include
surface casings set below all permitted water wells (within a 1 mile radius of the
well site) and production casings set and cemented from the total depth of the
well to the surface. This well has a minimum of four layers of protection for
ground and surface waters (surface casing pipe and cement and production
casing pipe and cement).

The casing and cement design for the Spaulding Peak #1 and the Lone Pine #1
Wells include surface casings and intermediate casings set below all permitted
water wells (within a 1 mile radius of the well site) and production casings set and
cemented from the total depth of the wells to the surface. These wells provide a
minimum of six layers of protection for ground and surface waters (surface
casing pipe and cement, intermediate casing pipe and cement, and production
casing pipe and cement).

The standard industry operating practice of drilling surface hole and immediately
running and cementing surface casing is determined to provide the best
protection for ground water. Delaying these operations for open hole logging or
other data gathering compromises this protection.

An extensive data set will be gathered by Gunnison Energy Corporation ("GEC")
during the normal course of well drilling, coring, logging, completion, fracture
stimulation, and production testing. These data will provide usable information
regarding subsurface geology, hydrogeology, the presence and absence of fluids
and gases, water and gas compositions, and the feasibility of natural gas
production. Data obtained will include drill cuttings; fluid/gas/air returns while
drilling; cores of prospective coal intervals; open-hole geophysical logs showing
lithologies, rock porosities and permeabilities, presence of fluids and/or gases
within the rock pore spaces, and pore fluid salinities (waters), and fracture
stimulation treatment data, showing rock properties, frac geometry, and reservoir
pressures. Additionally, GEC will conduct extensive production testing of these
wells that will include produced water quality and quantity evaluations. The data
collected by the operator will provide adequate information to evaluate
subsurface formation conditions and the potential for adverse impacts to public
health, safety and welfare, and the environment.

Noise

Rule 802. requires operators to comply with COGCC noise rules that are
consistent with state noise standards set by the Colorado General
Assembly specifying levels of sound that the courts use to determine the
extent to which the noise constitutes a public nuisance.

The Commission's field inspectors are equipped with sound level meters and
frequently take field measurements in response to noise complaints.




Lighting
Rule 803. requires operators to direct lighting downward and internally so

as to avoid glare on public roads and occupied buildings within seven
hundred (700) feet.

Dust
Rule 1002. requires that well sites, production facilities and access roads
be constructed and maintained to control dust.

Safety
The 600 Series rules address protection of health, safety and welfare of the

general public during the drilling, completion and operation of oil and gas
wells and producing facilities.

Wildlife

The COGCC considers impacts to wildlife in various aspects of its
regulations and applies certain permit conditions if required to prevent or
mitigate impacts to wildlife.

Fire Suppression
Rule 606. requires operators to comply with a comprehensive set of fire
prevention and protection standards.

In addition, operators shall comply with the COGCC Fire Prevention Directive for
Qil & Gas Operations dated June 21, 2002.

Property Values and Quality of Life

The law that created the COGCC and empowers its regulation of the oil and gas
industry provides for the COGCC to promulgate rules to protect the health, safety
and welfare of the general public in the conduct of cil and gas operations. The
law is designed to keep the general public safe when drilling and development
occurs, and is not directed at protecting individual property values or a preferred
quality of life.




Permit Conditions for the Spaulding Peak #1 Well SW NW S24-T125-R94W,
Dever Creek #1 Well SE NW 512-T135-R83W, and Lone Pine #1 Well SE NW
S25-T125-R91W

1. Initial Water Quality Baseline Testing. The operator shall perform initial
water quality and quantity baseline testing for all known water wells or springs
for which surface owner access is granted within a one mile radius area prior
to the drilling of the proposed well. Baseline information on springs will
include location coordinates and photo documentation in addition to gquantity
measurements and documentation of the method of quantity measurement
where possible. The initial water quality baseline testing shall include
benzene, toluene, ethylbenzene, and xylenes, methane, major cations and
anions, TDS (Total Dissolved Solids), iron and manganese, ammonia, pH,
presence of bacteria, specific conductance, and hydrogen sulfide.

If free gas or a methane concentration greater than 2 mg/L is detected, then a
sample of the gas shall be collected and analyzed for composition and the
ratio of stable carbon isotopes in the methane to determine gas type
(thermogenic, biogenic or mixture).

Copies of all test results described above shall be provided to the COGCC,
Delta County, and the landowner where the water quality testing well or
spring is located within three (3) months of collecting the samples used for the
test. If it is determined that the well will be a producing well, the operator will
submit a plan for periodic monitoring of water wells and springs in the area.

2. Wildlife Requirements. The operator shall consult with the Colorado
Division of Wildlife ("CDOW?") prior to construction of the access road or
wellsite regarding mitigation of any impacts to wildlife.

3. Spud Notice. Twenty-four (24) hour spud notice required. Notify Jaime
Adkins at 970-285-9000.

4. Notification of the local COGCC office prior to casing cement
operations. The operator shall notify the Northwest Colorado COGCC staff
at least twelve (12) hours prior to casing cement operations.

5. Cement Bond Log Requirement. The operator shall run a cement bond log
across the entire length of the production casing.

6. Fire Prevention. The operator shall adhere to the requirements of the
COGCC Fire Prevention Directive for Oil & Gas Operations dated June 21,
2002.




properly review,” Olen Lund, a planning methane is accessible in sufficient quanti-

commissioner, said Thursday night.

Gunnison Energy submitted reports and
See METHANE, page 10B. >

ties and at reasonable cost to justify pro-

acres on the south flank of Grand Mesa,

The Planning Commission will review duction. In a separate production phase, it
new information submitted by the compa- could drill up to 600 wells in about 96,000

Gunnisan Energy plans to drill four test

mendation in 14 days,
that it has not had adeguate time to wells this year to determine if coal-bed
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The proposal “is an extremely sengitive ny this week and issue a written recom-

issue” and the Planning Commission has

recommendation on 2 Gunnison Energy
“recently received additional information

DELTA — A proposal to explore Delta Corp. application for five drilling permits.

County's coal-bed methane resources has
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been stalled, because of late-breaking infor-
mation and eleventh-hour negotiations be
tween county and company officials.

METHANE: Process ‘short-circuited’

¥ Continued from page 1B

data this week outlining how it
will meet the county’s perfor-
mance standards for large-scale
development. The company sub
mitted its hydrological baseline
study, a draft fire and emergency
response plan, noxious weed, rap-
tor and wetlands surveys and
maps.

The hydrological study con-
cludes there is minimal risk from
exploration drilling to wital
groundwater supplies,

Two advisory committees in
the Hotchkiss and Paonla areas
recommended denial of test drill-
ing last week because of inade-
guate information in Gunnison
Energy's applications. A Cedar-
edge committee recommended
approval.

Embittered opponents eritl-
cized the company for not submit-
ting vital data until the day the
Planning Commission was slated
to issue a recommendation on its
project.

“I'm a little frustrated that
Gunnison Energy is only now
producing a lot of these things af-
ter much of the public process is
over," said Paolo Bacigalupi, a
member of Delta County's North
Fork Area Planning Committee.

The late-breaking information
“shortcircuited the public pro-
cess,” Bacigalupi said,

The Grand Mesa Citizen's Alli-
ance demanded rejection of Gun-
nison Energy's drilling applica-
tions. It said the company's
applications are still Inadequate.

Gunnison Energy negotlated
with county officials this week
about its responsibilities under

county regulations.

The company must obtain a de-
velopment agreermnent before it
can launch test drilling.

It has agreed to all 24 condl-
tions for exploration well per
mits, recommended by the Delia
County Planning Department ina
memo Th f\

The agreement will require it
to meet performance standards
that are intended to minimize im-
pacts to the community. The con-
ditions recommended by county
planners include mitigation of
truck traffic, public nuisances
disposal of waste drilling materi-
aland fire protection.

The conditions also include a
$1 million lability insurance poli-
cy to protect Delta County from
damages during exploration
drilling

Gunnison Energy has also re-
quested an advisory committee,
“to bulld trust and communica-
tion" with the community,

The Planning Commission
ruled it did not have enough time
Thursday to review the informa-
tion and render a decision.

It will discuss the test well ap-
plications at a meeting in the next
10 days and issue a written rec-
ommendation to the Delta County
Commission by June 27,

The County Commission an-
nounced Friday it will not render
a decision on Gunnison Energy's
applications Monday because of
the delay, It wil still hold the
meeting at Delta Middle School at
3 p.m. Monday to hear public
comments that will not be part of
the record.

| ]

Aaron Porter can be reached

via e-mail at aporterigids.com.
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Clt]ZEIlS legal team offers grounds for denial

By Annette Brand
Gt Wi

Four members of ihe Grand Mesa
Citizens Alliance — all lowyers —
gave their opinions 1o 4 receptive and
inquiring Delta: County Board of
County Commissioners June 17 con-
cesning the county’s authority to deal
with the gas wells spplication of
(Gunmizon Energy Corporation.

Maxwell Aley of Paonia, Michaz]
McCarthy and Sieve Harper of
Hotwhkiss, end Tom Smith of Aspen
spent an hour and 2 half in exchange
with commissioners. Wayne Wolf,
Ted Hayden and Jim Ventrello.

The 3 p.m. period on the comimis-
siomers’ regular Monday agenda had
beest ser aside for their consideration
of the Gunnison Energy application
for four u:plm'ﬂm}' wells. The coun-
ty planning commission abled their
comsideration of Gunnison Energy’s
application 1 their maeting June 13,
necessitating the county comimis-

sioners postpoping thelr considera-
tion untl July §:

Smith was the leading spoikesman
for the legal team. Now in private
practice with the firm Anstin, Peirce
& Smith of Aspen, Smith hay prac-
teed land wse Jaw for 25 vears, rep-
TeseRONg &l various times Jocal pov-

ernment, developers and citfzen
groups. His experience includes o
stint in the atoeney geoeral’s office
and a5 Pitkin County sttomey.

Smith concentrated his remarks
on the issuck of presmption, the
incompleteness of Cunnison Ener-
gy's application and mattess of imec-

oncileble conflicts:

Smyth stated that preemption of
county auithoeity by the staie does not
currently exist with Guanison Ener-
ov's appliction since Colorado Ohl
and Gas Conservation Commission
1,0(‘:0:'.‘] has not issued a permul Lo

Commisisoners, Fage 3A

- -
Commissioners
Continued from Page 1A
drifl.

If the state issues ifs permil o
dsill before the county acts the
county will still hive jurisdiction
within the limits of s starutory
lsnd use anthority, Smith said, 1f
both rake action the guestion will
be whither their actions cGniti-
wite ireconcilable contlict

Smith's opinlon was that the
enunty shomld makes it jodgment
o the broadest ange of factors
surrounidfing fand use, consistest
with the county’s regulations

He was highly critical of ihe
application from Gunnison Ener-
&y, calling it “bam bones 1l
have never seen an application of
this  magnitude that dida’t
inglude technical reports,” Smith
satiel,

“This appilication could have
deamatic impacts on water and
the apphcant hasn't shown how
it will deal with thosc impacts,”
he szid.

He said all requirements of
the county's regulations ghould
b miet fiist To eeitle thoses not

Deltn County Independent, Wednssdsy, Juse 15, 2003 L3R

s development agresment st the
end of the process tums the
application process around,

1t has been the coutity's prac-
tice under the specific develop-
ment regulations to have the
applicant provide information in
the initial spplication and add
sddifional requirements. ax the
application goes through the arca
planning commities and ' plan-
niRg comTmission prooess, and
o, pocasion when it redches
review Dy the commiksioneTs.

Woli atked whether the coun-
1y should consider the entire
application, or the first phase.
Ventrello informed Smith that it
was the counly which asked for
the apglication to be phesad.

Smith said the county has a
Tot of discretion o locking &t the
application in phases or as a
whale.

Ventrelio- ssked whether by

. approving four exploratory wells

the county would be obligated
far the entire application.

Smith said legully, no, but
mractically. ver.

1 doty 1o Jook at the whole. Ha
spid the county could say "we
make a mistake” by regquesting
phasing, deny the entire applica-
tion and regoire Gunnison Ener-
gy to came back with & compleis
application.

Walf asked for Smith's opin-
ion about control of the overall
develfopment, such as limiting

the numiber of wells per year or

nsing certain roads.

Smith replied that spacing of
wells fulls ender the jurisdiction
of OGCC. On viher issues, such
25 geodogic, hydrologic; e, the
county can say no. Counties
have specific authortly under
state. sstutes 1041, such as
sutharity 1o profect wildlife,

County sttorney Brad .Kol-
man reminded the commission-
ers they have some requirements
set out ender the specific devel-
opment ordinance, He said dur-
ing the nine-month moraterivan,

sdopied in May, they can stiah-’

lish sdditional snd more specific
regulationg,
Hayviden stated the applicaton

sented the county with e learning

corve in regard to adopting regu-

lations.

Smith said that happens, all
over the state. Local givernment
i cauplyt with no rules or insde-
guate rules.

Harper, resired from the finn
of Briscoe, Stanway and Harper,
enctreged the commissioners
to meke reference 10 the county
master plan, osually considered
advisary, but which becams reg-
ulatory because it was adopted
&t & part of the county's specific
development regolations.  He
#aid Gunpison Eocrgy’s applica-
tion can be denied for its incom-
patibility with master plan goal

No 2, which réfers to preserving

rural lifestyle. ]
said - the “worst sce-
nitio would be that the county
would be taken to court If the
court found the county. had
exceeded jts authority, the matier
would be remanded back to the
county 10 remedy.
Ventrello asied if the county
denies the application, whether it

takings st in respect 1o the gas
wells on private property.

Smith said thal was always a
possihility, but it didn’t mean the
suft was going anywhere. One
application denied cannol be
cometrued as denylng the proper-.
ty owner the right wever do any-
thing with his land. :

The county COMMISSIONETS
are scheduled 1o hear the Gunng--
son Energy application on Mon-
chay, July 8, 1 1:30 pm, tr.IJr.It.n-
Middle School, 821 Grand:
Avenue. Thie meeting will begin,
with presentations from county,
plannmg staff, Gunnison Enerpy;
and Grand Mesa Citizens’
Allisnee. Commissioners will!
ask uestions slong the way.

There will be opparunity fnr
cilizen input

The commmssioners said i,
short dinner brenk may be neces-|
sary between the three presenta-!
tions and the tme sei sside £m-
citizen {nput:
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Delta County se

By AARON PORTER
The Dy Sentet

DELTA — Delta County's effort to shep-
herd coal-bed methane development is un-
precedented in Colorado, including its re-
sponse this month to drilling applications
filed with state regulators.

The Delta County Commission request-
ed a delay on state action until it rules
niext month on a proposal to explore coal-
bed methane resources at five sites in the

county, according to & June 27 letter to the
Colorado Oil and Gas Conservation
Commission.

“l hope that the Oil and Gas Commis
sion will listen to our concerns and con-
sider them when looking al these permits,
Hopefully theyll apply some of these red-
ommendations that we've raised,” County
Commissioner Jim Ventrello said.

Gunnison Energy Corp. plans to ex
plore for coalbed methane this year at
five sites on the south fank of Grand

Messq,

Methane is used in homes, industry
and power plants. The gas is trapped by
hydrostatic pressure in coal formations,

Wildcatters drill wells into the coal,
then crack it to expose more surface area
for methane to escape. Water is pumped
from the coal to release the methane that
is pumped to the surface.

Gunnison Energy plans to drill four test
wells this year to determine il coalbed
methane is accessible in  suffielent

eks to delay methane wells

quantities and at reasonable cost to justily
production. In a separate production
phase, it could drill up to 600 wells in
about 96,000 acres on the south flank of
Grand Mesa. .
Residents have overwhelmingly op-
posed the plan at public hearings. Critics
cited uncertainty about potential impacts
to local groundwater resources and poten-
tial impacts to communities and the

See METHANE, page 54 >

METHANE: Delta County Commission plans public hearing July 8

> Continued from Page One

environment.

Gunnison Energy applied this
month for permits to drill four
wells from the 0l and Gas Com-
mission. The state agency over
sees drilling, production and rec-
lamation at well sites.

The County Commission re-
sponded to three applications last
week through iis local designes,
Bruce Bertram, who formerly
wiorked in the oil and gas indus-
try. He had seven days to
comment.

“It’s new groumd. (The 0il and
Gas Commission) is not used to
getting these kind of comments
ahead of the game because nor-
mally its like, ‘boo, here we are,” "
Ventrello said.

Bertram cited specific techni-
cil eoncerns and detailed sugpes-
tions for each well site that the
0il and Gas Commission is more
ﬁy oy respomil to, Ventrello

“They tend not to listen toemo-
tional arguments but if they can
gt technical issues, thev'll re-
spond differently,” Ventrello said.

The County Commission has
alzo asked the stale agency to de:
fer judgment until Delta County
rules on  permit applications
there.

Gunnison Energy is sesking
development agreements for five
test-well sites, including an alter-
nate sife, under a county regula-
tion that forces major develap-
ment to conform to performance
standards.

The county Planning Commis-
sion on June 27 recommended ap-
proval of Gunnison Energy’s ap-
plication, contingent on a
lavmdry list of 36 conditions. The
conditions included more than
$100 million in  environmental
and liability insurance, as well as
resources fo replace any water it
may impact during exploration.

The County Commission is
siated to hold a public hearing Ju-
ly # and rile on the exploration

wells within the next two weeks.

It has enacted a nine-month
motatorium on any further gas or
oil wells while drafting specific
performance standards for that
industry.

The county’s effort to control
coal-bed methane development
does not sit well with some board
members of the 0il and Gas Com-
mission, Ventrello said. It con-
sisf= of seven members, including
five from the oil and gas industry.

“I think the stafl is really try-
ing to work with us. My feeling is
that the Oil and Gas Commission
(board) resents (us), fieels that we
are sticking our nose in their
business,” Commissioner Jim
Ventrello sadd.

Gunnison Energy Corp. is the
only company {0 ever approach
county planners before applying
for state drilling permits to ex-
plore or produce coal-bed meth-
ane, It has has been “very cooper-
ative,” the County Commission
wrote.

*“They could have gone to the

Qil and Gas Commission first
and the first thing we would have
known about it was when der-
ricks started popping up out
there,” Ventreflo said.

There are rumors of frusirs-
tiom in the industry against Gun-
nison Energy, because it may
have established an expectation
for a similar approach in other
counties, Ventrello said,

The County Commission may
establish a legislative commitles
to pressure change in some state
laws regulating coalbed meth-
ane.

A critical Oaw is the Of and
Gas Commission's “dual mission
of promoting and regulating” de-
velopment of those resources,
Ventrello said.

The County Commission may
also seek to establish an appeal
process. and lengthen the com-
ment period for state drilling
applications.

| ]

Aaron Porter can be regchend
via e-mail af aporteriigids.com,
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Delta County residents
fight coalbed production

Gunnison Energy
seeks permits for
exploratory drilling

By Heather Draper

ROCKY MOUNTAIN NEWS

DELTA—It"s all about water, resi-
dents here say.

Delta County citizens, from ranch-
ers 5o sandal-clad environmentsal-
igts, are fighting coalbed methane
development in thelr area because
they fear it will affeer their water sup-

ply.
About 200 concerned residents

gathered in & decades-old, muggy
school auditarium in Delta on Mon-
day to persuade thelr commisslon-
ers to stop Gunnison Energy, &
rwo-man ol and gas company, from
drilling exploratory wells in the
Narth Fork Valley near the town
“The very nature of coalbed pro-
duction requires huge removal of wa-
ter from aquifers,” said Tom Leach,
& former ollman who 1s fighting the
propased drilling,
. "Delta County is unique pecause
where they're proposing to drill is

»

up the flank of the mesa, which sits
ghove houses and farms,” Leach
sald, “Tv's like putting a septic tank
uphill from your house.”

Methane gas occurs naturally in
eoal segrms, (has companies fracture
rockto loosen the methane fromthe
coal and then shoot the gas up awell
and eventually into a gas pipeline.

Vince Zodiaco, vice president of
Gunnison parent company Oxbox
Mining Inc., argued chat the compa-
ny's assessments have shown that
coalped methane extraction poses
=a very low level of risk to water re-
sources.

“There has been eénal mining In
Delta County for 100 years,” Zodla-
¢0 said, “There has been no noted
groundwater resource gffects from
that.” Oxbox Mining is one of the
compeanles mining coal in the coun-

1y.

On Monday, Gunnison Energy
was asking Delta County Comumis-
slaners to approve drilling permits
far four exploratery wells. But resi-
dents are more concerned about the
company's estimate of eventually
drilling 600 wells in the area.

“They're not talking abour four
wells here,” sald Mark Sprinkle of Pa-
onia, a former gectechnical engl-
neer. “They're talking about the po-

cential for up to 4,800 wells. We're |
not getting swralght numbers out of
them.”

Also at issue is the way gas per-
mits are given our, sald Michael Mc-
Carthy, a Horchldss-based lawyer
who is donating his services to fight
Gunnison Enerdy.

The Denver-based Colorado Oil
and Gas Conservetion Commission
on July 8 approved permits for three
of Gunnison's four proposed wells,
despite a request for & hearing from
the Grand Mesa Citizens Alllance, a
grass-roots group formed recently
to thwart efforts to drill in Delta |
County.

“They didn give us a hearing,"
MeCarthy said. “They basically sald
tous, ‘Youdon't count." J

The county commissioners have
the final say on the permits, but If
they are denied, the issue would like-
ly end up in court, MeCarthy sald.

~This battle iz likely toresult in &
challenge to the actual authority of
the ofl and gas commission that
could go as high as the Supreme
Court,” he said.

Monday's meering was expected
ta last well into the night. The com-
mission hed made no decision on
the permits at press time. L
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07.10.02 Regulations crimp coal-bed methane plans
By AARON PORTER The Daily Sentinel

DELTA — A plan to explore for coal-bed methane in Delta County is hindered
by regulatory demands that mirror local fears about potential groundwater
impacts.

The Delta County Commission is slated o rule on the proposal by July 22, but
an energy company is resisting some stipulations proposed for its development
agreement.

Gunnison Energy Corp. Is seeking county approval for five test well sites,
including an altermnate site, to determine if methane production is viable on more
than 80,000 acres in the county.

Opponents o coal-bed methane exploration fear that drilling may harm vital
water supplies on the south flank of Grand Mesa. The corporation contends the
risk is "very low."

Gunnison Energy {MBhad agreed to 24 conditions for its application, Laura
Lindley, the firm's attorney, wrote in a July 3 letter.

It rejected half of the 12 stipulations the county Planning Commission added
June 28 when it recommended conditional approval to the County Commis-
gion, Lindley wrote,

The primary dispute Mconday centered largely on a "water augmentation plan”
demanded by the County Commission.

The plan would ensure Gunnison Energ?r_ has water available if its exploration
drilling harms domestic or irrigation supplies.

Water impacts are regulated by the state, Gunnison Energy contends. It has
already agreed to provide mare than $100 million In liability and environmental
insurarice to cover that issue, corporate officials said.

Gunnison Energy’s objections also included independent assessment of the
region's water resources, citing an ongoing corporate study. It cpposed
monitoring wells adjacent to the exploration sites due to potential groundwater
impacts,

The County Commission will announce its decision by July 22, a county official
said. It will review Gunnison Energy’s application during a work session
Thursday.,
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Week of July 5, 2002

County enacts nine-month
moratorium on new oil and gas
drilling applications

Take the time to do it right
by Melissa Ruch

A nine-month moratorium on all new oil and gas drilling applications has been enacted in Gunnison County. On
Tuesday, July 2, at their regular meeting, the Gunnison County Commissioners unanimously passed the temporary
moratorium to give the county adequate time to draft sufficient regulations on oil and gas drilling, and exploratory
drilling operations.

This meratorium includes coalbed methane production. Coalbed methane is a source of natural gas. On June 21,
Gunnison County approved its first coalbed methane application. The approval is for three exploratory wells in the
East Muddy Creek Drainage, near the Paonia Reservoir. The applicant is SG Interests of Houston. The wells are on

private land owned by Faleon Seaboard Diversified also out of Houston.

The Gunnison County Land Use Resolution (LUR) does not have specific regulations for coalbed methane
exploration or production, and neither does neighboring Delta County's land use regulations. Last month, the Delta
County Commissioners enacted their own moratorium on oil and gas production applications after it received an
application for up to five exploratory wells. If the well exploration is fruitful, 500 drilling wells are proposed by
Gunnison Energy, a new subsidiary of Oxbow Mining.

If the well exploration in Gunnison County proves fruitful, SG Interests must come back to the Gunnison County
Planning Commission with a new land use change application for actual coalbed methane production.

Before the commissioners considered the moratorium, they held an informational session on coalbed methane on
Friday, Jurie 7. There, members of the mining industry, independent geologists, attorneys, environmental
organization representatives, and the public all met to leamn more about the impacts of coalbed methane production.
Barbara Greene, who is special counsel to the county on regulatory law, has been working on the draft moratorium
for the county, She said the moratorium would allow the county time to do a good job drafting the new oil and gas
drilling operation regulations.

She has been working on writing those new regulations as well. “We've been working for several months trying to
come up with different approaches to allow the county mechanisms to deal with the impacts from energy
development,” she said. She told the commissioners via speakerphone on Tuesday that the recommended nine-




month moratorium was intended to coordinate with the Delta County moratorium. The Guonison County
moratorium, she said is designed to be in place until the county adopts new regulations,

Commissioner Fred Field asked Greene on Tuesday, “Did you take into consideration the time needed to change the
LUR?"

“Yes," answered Greene. "I it needs to be, a moratorium can be extended.” To that, she said a moratorium’s time
could also be shortened.

Sandy Shea of High Country Citizens’ Alliance urged the commissioners on Tuesday at the public hearing to pass
the moratorium to be in step with Delta County, and to give the county enough time to gain the facts and impacts
before moving forward.

Darla DeRuiter, also with HCCA, concurred with Shea. “To me it seems a precautionary approach on something we
don’t know that much about. 1 encourage you to adopt the moratoriom as a way to gather more data to answer the
questions on how we want to see this happen in our county,”

Kathy Welt, representing Oxbox mines in Somerset, asked the commissioners to withdraw exploratory operations
from the moratorium.

Greene answered it was her understanding the county wanted to include exploration applications in the moratorium,
to which the commissioners agreed.

Shea encouraged the board to retain exploratory applications in the resolution. “This is an interim measure,” he said.
“Exploratory applications can take place in a short time, once the county has their ducks in a row.”

Commissioner Jim Starr made & motion to approve the moratorium, and Commissioner Perry Anderson seconded,
Starr said, “I do think number one, we have an area here that has the potential for a lot of methane, oil and gas. 1
don't feel confident in what we have in the current LUR. I think it's a benefit in the long run for both the county and
exploratory/production companies to have clear and understandable regulations,”

The commissioners approved the moratorium unanimously. Its enacted timeframe is July 2, 2002- April 2, 2003
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STATE OF DEPARTMENT OF NATURAL RESOURCES

Bill Owens, Governor
COLORADOQ 1120 Lincoln St., Suite 801

OIL& Phane: (303 804.2100

GAS ol gas Sae co.u8

CONSERVATION COMMISSION

June 18, 2002
TO: MEGA Board
FROM: Rich Griebling (Azer_

SUBJECT: COGCC FY 03-04 Decision Items

The following are summaries of COGCC’s three proposed decision items:

1.

Asset Management Plan. This request is for $70,744 from the Severance Tax
Operation Account to meet State and Department standards requiring that an asset
management plan be implemented to meet technology changes on a regular basis.
Increased customer demand for Internet services requires COGCC to continue to improve
its applications and upgrade existing hardware and software applications.

Background:

¢ The COGCC set up a separate local area network in 1998 to deal with the necessary
infrastructure changes to implement the Colorado Oil and Gas Information System
(COGIS).

* As development and deployment of COGIS has matured, the cost necessary to
maintain and continue to improve the system has become evident.

Problem:

¢ Now that system development has been completed, some unprojected costs to
maintain and update the system have been identified.

e COGCC has continued to increase it's Internet presence and is providing service to a
growing user base.

+ Software changes and the growing user base require COGCC to upgrade network
servers to provide better service.

e Evolving Department and Statewide standards and manufacturer support for older
software require additional funds for software and desktop upgrades.
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olution:

e The request for funding this asset management plan would allow the COGCC to
implement a life cycle approach to equipment and software replacement. The
following is a breakdown of the cost to fund this plan:

i poncnts s st s Eife Evele iyrs i SPotaECost#5s v EifeevelesGlos -
Desktop RupIas:emmt 4 $83 421 $20,855
Software 4 $60,545 $15,137
Desktop Peripherals Replacement 4 $3,500 $875
Network Infrastructure 6 $46,727 $7,788
Servers 3 $89.960 $20 987
Network Peripherals 5 $103,869 520,774
COGIS 4 $129,405 $32,351
Annual Maintenance 1 $34,632 $34,632

TOTAL $552,059 $162,399
Current appropriation $91,655
Request $70,744

Remote Staff Decision Support. This request is for $101,955 from the Severance Tax
Operational Account to provide 15 field workstations (laptop computers with COGIS
database) for COGCC field engineers, inspectors and environmental protection
specialists. It also includes $23,545 in FY 05 and thereafter for ongoing maintenance.
The workstations will allow the field staff to query the system for detailed well
information, inspection history, and violations of all existing oil and gas operations in an
inspector’s area. The package will include Global Position System (GPS) to identify
locations that have been reclaimed and facilities that are incorrectly located as well as

digital cameras to facilitate the exchange and storage of pictures showing actual field
conditions.

Background:

* During FY 01, COGCC field inspectors conducted 7,089 inspections of oil and gas
facilities.

e Field inspectors do not have access to current information on wells and operators
while on site.

« Field inspectors hand write both general well header information and inspection data
on paper forms and later perform data entry at home offices.

Problem:

e Because inspectors do not have access to COGIS while on site, delays are incurred
while inspectors contact the central office for information.
e There is an approximate 2 week delay in the availability of information in the central

database due to the fact that hand written inspection data is entered into the database
at a later date.




 Field inspectors do not have access to the detailed information necessary to make
decisions at remote field locations.

Solution:

» Equip field engineers, inspectors and environmental protection specialists with field
work stations.

* Recover an estimated 5% of staff time lost due to inability to access information on

site, by giving field staff the ability to:

e Access well data on site.

e Take and instantly transmit photographs to the central office of well locations to
provide rapid response to emergency situations.

e [dentify precise locations (maps) of oil and gas facilities using the geographical
information system (GIS).

« Enter well header and inspection data on site, making this information
immediately available to the public.

s A breakdown of the cost is as follows:

o M RIS e g e ¥laImEsEos e ———
Digital Cameras 12 $ 665 $ 7,980 3.3 mpixel, 128 mbyte storage, soft case
GPS 7 $3.800 $ 26,600 $ 1,400 | €MT March-IIE, hard case, spare battery
SQL 2000 Database 15 0 0 Licensed under new server license

| Map Guide GIS 15 3 521 § 58D
Consultation/Programming | 160 < 100 $ 16,000 Custamized interface and database

commumcation

Maintenance-Hardware $19,520 | Annual maintenance cost begins in FY 05
Maintenance-Software $ 2.625 | Annual maintenance cost begins in FY 05
TOTAL $101,955 $23,545

3. Internet Enabled Form Processor. This request is for $372,900 from the Severance
Tax Operation Account to convert existing form processor to an Internet programming
language and complete the forms that have not been created in any form processor. This
will allow for all COGCC forms to be available on the Internet and provide the
functionality for an automated workflow for staff review and approval. Allowing
COGCC to input data on the Internet and run preliminary quality control edits will
decrease turnaround time for approvals and data availability by eliminating data entry
delays at the COGCC. This will also allow for more rapid review and approval by
technical staff of forms that are not currently in the automated workflow.




Backeround:

The COGCC set up an automated workflow in 1998 which is incorporated in
Colorado Oil and Gas Information System (COGIS).

Due to Y2K and eCommerce demands for programming staff it was not possible to
complete automated form processor for all of the COGCC forms in the original
project.

Due to the availability of programmers with Internet forms programming experience
and the high risk of project cost overruns, the Internet application for the form
processor was not pursued.

Problem:

The high level of oil and gas activity has created an increase in workload that can
only be dealt with by continuing to streamline processes or add additional staff,

The oil and gas industry as well as the “State of Colorado Vision for e-Government”
continues to push for online filing of regulatory information.

The original form processor does not allow remote access.

The Form Processor functions differently with different versions of the Windows
operating system (OS) requiring maintenance repairs for changes to the OS or when a
new OS is installed on a PC.

Solution:

The request for funding this Internet enabled form processor would allow the
COGCC to provide customer access to online forms, reduce turnaround time for
approvals and provide remote staff the ability to input and edit forms in the form
processor. The following is a breakdown of the cost to fund this plan:

The creation of 43 forms would require 5085 hours of programming:

1 Lead Programmer @ 1,695 hours @ $80/hour = 135,600
2 Programmers @ 1,695/hr, x 2 = 3,390 hours @ $70/hr = $237.300
Total $372,900
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COLORADO OIL & GAS CONSERVATION COMMISSION
FIRE PREVENTION DIRECTIVE FOR OIL & GAS OPERATIONS
June 21, 2002

The Colorade Oil & Gas Conservation Commission (COGCC) acknowledges and commends
Colorado oil & gas operators for their attention to the current fire dangers in areas of oil & gas
activity around the state, their cooperation with local emergency response entities, their initiative in
preventing fires, and their efforts to protect onsite personnel, as well as the public health, safety
and welfare. The following directive is intended to emphasize existing statewide rules and provide
guidance at this time of extreme fire danger.

A, All Oil and Gas Operations

7

All field personnel should carry local emergency dispatch phone numbers with them at
all times. All fires must be reported to local emergency dispatch immediately.

Vehicles should be parked on well locations or other areas devoid of vegetation

Operators must inform the local emergency dispatch of the location and duration (start
date/end date/work hours) of active work sites involving drilling, completion, workavers,
and flowline installation, maintenance and repair.

Smoking shall be prohibited at or in the vicinity of operations that constitute a fire
hazard, and such locations shall be conspicuously posted with a sign, reading "No
Smoking" or "Open Flame". Matches and all smoking equipment may not be carried into
"No Smoking" areas (COGCC Rule 608A f,).

Welding, pipefitting, metal grinding, or operating an acetylene or other torch with open
flame should be restricted to areas that are barren or cleared of all flammable materials
at least ten feet on all sides of the equipment. The operator should have a fire
extinguisher and shovel readily available at the site.

Each vehicle should be equipped with a portable fire extinguisher (COGCC Rule
B06A.p.)

Personnel shall be familiarized with the location of fire control equipment and trained in
the use of such equipment (COGCC Rule 606A q.).

Fire protection equipment shall be periodically inspected and maintained in good
operating condition at all times (COGCC Rule 606A.n.).

Operators should establish emergency evacuation procedures. Safe zones should be
identified in the event access roads are impassable. When heavy equipment is not in
use, it should be located so that it doesn't block access roads.

B. For Drilling, Testing, Completions, and Workovers

2

Flaring is discouraged. Flaring, if necessary, requires notification to the local emergency
dispatch. The operator shall notify the local emergency dispatch as provided by the local
governmental designee of any such flaring. Such notice shall be given prior to the
flaring if the flaring can be reasonably anticipated, and in all other cases as soon as
possible but in no event more than two (2) hours after the flaring occurs (COGCC Rule
317.1.). All flaring operations should be_continuously monitored by personnel onsite, and
the local COGCC field inspector should be notified of any flaring operations.

Water sources dedicated to fire suppression shall be required. These water sources
must be dedicated to the site, and must be present onsite during the entire duration of
the operation (COGCC Rule 606A.]. and m.).

3. Operators should review fire prevention and emergency response procedures with field

http://oil-gas.state.co.us/ Announcements/FirePrevention. htm 07/09/2002
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personnel daily.

C. For Flowline Installation, Maintenance, and Repair :

1. Water sources must be available during welding operations. These water sources must
be dedicated to the jobsite, and must be present on-site during the entire operation
(COGCC Rule 606A.1. and m.).

2. Firefighting equipment shall be readily available near all welding operations. When
welding, cutting or other hot work is performed in locations where other than a minor fire
might develop, a person shall be designated as a fire watch. The area surrounding the
work shall be inspected at least one (1) hour after the hot work is completed (COGCC
Rule B06A.0.).

3. Immediately prior to welding, the work area should be thoroughly wetted down. The
wetted area should be at least 10 feet diameter around the welding activity.

Operators are responsible for monitoring the progress of wildfires in their areas of operation and
taking appropriate actions to minimize risk to their personnel, as well as to operations and the
public, health, safety, and welfare. Operators should consider shuttingin wells if access to those
wells is threatened by prospective fire-related road closures.

This directive applies to all lands within Colorado where the Colorado Oil & Gas Conservation
Commission has regulatory authority.

Signed;
Richard T. Griebling
Director
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PENALTY PAYMENT STATUS UPDATED T,
I. Penalties Assessed/Paid
Mumber of  § Amount of MNumber of 5 Amount of MNurmiber of § Amount of MNumber of
Fiscal Year Orders lssued Penaibes Assessed Orders Paid Penaltes Paid Oroers Waived Penalties Waved Orders Paid Through Collections
081 4 $32 300 4 £32 300 i 50 e
9182 o §0 o S0 o 50 na
G253 ] 510,000 2 58,500 a 50 nfa
Fa-84 12 §263.608 T $105,000 o $0 wa
Ba-G5 10 SE3. 817 4 $21 BOS 4 $139,000 nfa
9595 28 $238,250 18 $154,000 3 520,750 nia
o507 13 §78,500 g8 529,500 0 &0 nis
g7-a8 ke $140.500 22 $74.750 0 $1,000 nia
-5 19 574,000 18 $66,500 2 $25,000 na
@8-60 23 $110.500 12 §50,460 o $3.000 2
00-01 18 §85.500 16 $30, 500 o $6.000 o
oi-02 10 538,000 5 §23 000 0 0
Totals 158 51,155 875 116 $503.315 [ £194.750 ]
I, Penalties Pending Collection
Owder Date Vialating Panaity Referred io
Number Esseeed Entity Assessed  Viokalons Status Central Collactions
1V-58 oISl Gear Drilling Company £2 000 FAule 305 318.a (7} Yas
V.73 RZIDY Westarn Od Company 52,500 Fule 31788 Wik completisd per Grour Yas
1vE2 DA Josaph ¥ Dodge §34.000 Rules 210 b, 305 307 , 317 b.(3), 634 a {4} Bond forfeited 110135 Yas
183 Vi2es Tipps Diiling Co 850,000 Fules 604 a4 502 8 41 $30,000 bond claimed 11/88ipensty unosdNo sssels Yas
W10 [ gl ] Kana Rasources, inc 53,500 Rulas 3032 308 37 b AGEC negotaied Yes
w114 [EAATE Wi Jifni Srapder £10,000 Rules 308 3170 APD Drstrict Court decison smersdi$ 10,000 bond caimed 1266/ Yas
1124 OTAET Hardihc Company ine 35,000 Rules 3261 1, 3180 2106 Yas
w132 TRAET Erps, inc 524,000 Rifles 318 b 326 b 30,000 band cisimed S/98 Yas
1157 ooses Pacilic Midiana Production §3.000 Rule 326 b Bond carmed Yai
V-1TD [t Al (8 & Gas. LLT 12,000 Rulas 804 805, 603.g 906, B0 0.(2) &(5L §10 Wk 1o ba complsiad by Jdy 1, 1998 Yoz
AT3 nTH s 4 Magness, Inc 55000 Rules 207 b, and 328 b [Bond clsmad Yes
WATS [e-nEe ] McCormick O & Gas Co. 510,000 Rules 1008, 318.0,(3), 326.b. 206, 308 MoConmick in anknupicy-HBong cirmad Yes
AT anwed Filh Energy Explorstion, ine §3.500 Rules 3084 308H 1280 Bond Claimed You
1v-163 12OHE Gopher Driling Company 52000 Order Mo 1C-3 Bond cismed Yas
181 o2 500 Casoaca Dl §1.000 Ruls 316 b 1) Burwd cisamed You
202 100G Raobert Twgler 52,000 Ruie 336 o Bond cimmed Yes
1w20e Lk Allen 0% £ Gas, LLT 560,000 Fule X0 b 3hih a. 504, 5905 506 6(1), 906 e | Bond clemed Yes
212 oSN Bisrra Prouction $500 Rule 302 a1 Yos
1v-213 Ly Caprcs O & Gas Co 5500 Ruie 302 a Yes
Total penalties pending callection $233,500
. Penalties Uncollectabla
Crrder Drate Drate Vigtating Penalty
MNumber Issued Entered Entity Assessed  Viglations Status
W56 Lerdecil-vd DRFISAD The Meyer Oil Comparsy $1,500 Rude 329, 323 &34 Penalty included i Qrder 1-188
152 11223 121483 Richmond Petroleum ine.  $47.608 Fudess 3170 906 g 1., 9085, Drder 8112-85 Disdrict Court entersd judgement  Rafarmed to State Cantral Cobachons who reocmmends wiile-off
178 CR/ZAM ORTAE The Meyer Ol Gompany F1R247 Fudes 17T 88, 305, 308 Order §1-132 8 178 No Astinn TesseriPenaly dischirged i bankrptcy
19123 eszoeT 50T Pianst! Associates, inc $4.000 Fades 3180 36D $10,000 bond clesmed 537, Siale Cantral Collections + wride-cff Company is oot of busmess
T DA ol asy Pomi Lookout Driling S2B. TS0 Rules 210 508, 312  of ai 530 D00 bona clasmed S5 Btale Cantra ColecSons. recomemands wrils-off
TW-134 DRADESE D08 Caennal Petioleu e 52,000 Rudes 1004, 1100 E30, 000 bond claim commenced 3% Bonding oo did work Giats Ceniral Codiecions recommends write-off
Tu-161 1Oi18EE 11138 Biack Trundsr Marksting, inc. 52,000 e 3065, Bond dasim underway, Siate Ceniral Collections re v wree-olf
Tota! uncolleciable penaltias $104 105




HEARING DOCKET: Augqust, 2002 Fina
Paﬁe 1 12002
Field
Applicant/Attorney Date Formation
No. Ca or Representative Rec'd County Matter Remarks
Greenwood
Sandfin Ol Corporation/ TopekalLansing |Request for an order to remove certain lands in Townships 33 and
0208-5P-10 34 |Gary Sandlin B/27/2002 Baca 34 South, Range 41 West, 6th P.M. from Order No. 34-1
Request for an order to allow the drilling of additional wells to be
479 Grand Valley |located in portions of Sections 1, 2, 11, and 12 in Township 7 South,
and |Williams Production Co.f Williams Fork  |Range 96 West, 6th P.M. for the production of gas and associated
D208-5P-11 | 510 |William Keefe BI28/2002 Garfield hydrocarbons from the Williams Fork Formation.
OFV-Rule 326 b., failure by BIC Petroleum, Inc. to perform a
meachanical integrity test within two (2) years of the initial shut-in
date for the Cottonwood State #1 Well located in the SEY NW of
0208-0V-08 1V |Stalf Recommendation 7/8/2002 Weld Section 16, Township 8 North, Range 56 West, 6th P.M.
Request for an order to release the $30,000 Bond on the Fenton 2-
Midwest Enterprises, Inc/ 31 Well located in Section 31, Township 20 South, Range 42 West,
0208-GA-08 1 |Lyle Rising Tiar2002 Kiowa Bth P.M
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