
 
 Monthly Staff Report

January 6, 2003
 
I.          STATISTICS
 

Our monthly statistics report  is attached (page 1,  page 2,  page 3).   The total  approved
Applications for Permit-to-Drill  (“APDs”) for calendar year 2002 is 2,003.  This represents
approximately a 12% decrease from the calendar year 2001 APD total of 2273.

 
II.          NORTHWEST COLORADO
 
®         Northwest Colorado Oil 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 Thursday, February 20, 2003 in the Rifle City Hall.  Due
to the lack of local  issues being raised by citizens at recent Forum meetings, the forum
participants  have  agreed  to  reduce  the  frequency  of  meetings  during  the  year.  The
meetings are now planned to be held in the spring during the Legislative session and in the
fall.  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
newspaper articles about topics of local concern. ("Wildlife", "County Funds")
 

®                   Delta County Natural Gas Exploration and Development Educational Seminar Series
 

The Delta County Colorado State University Cooperative Extension office has planned a
series  of  educational  seminars  that  are  designed  to  present  objective,  science-based
information to the local community on natural gas exploration and development.  The three
seminars,  “Background  Information  on  Natural  Gas  Development”,  “Current  Regulatory
Framework”,  and  “Environmental  Concerns”,  are  to  be  held  at  the  Memorial  Hall  in
Hotchkiss, Colorado on January 7, January 21, and February 4, 2003 (all Tuesday nights)
from 6:00 p.m. until 9:30 p.m.  Participants will include COGCC staff, the Colorado Office of
the Attorney General, the Colorado Division of Water Resources, the BLM, the USGS, Delta
County, the Colorado Department of Public Health and the Environment, and the US EPA. 
Attached is a flyer announcing a tentative seminar agenda.   
 

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

Since the December 2002 hearing, the COGCC has received eight Applications for Permits-
to-Drill  for the 20-acre infill  area.  All eight of the APDs are located north of the Colorado
River and east of the Town of Parachute. Seven of the APDs are located in Township 6
South, Range 94 West (4 in Section 34, 2 in Section 27, and 1 in Section 26).  One APD is
located in Section 8, Township 6 South, Range 94 West.  Five of the new APDs are for
directional wells (4 wells off existing well pads and 1 new well pad) and the three remaining
APDs are vertical wells off new well pads.
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COGCC staff continues to work closely with Williams permitting staff and Garfield County to
ensure that the requirements of the 20-acre density order adopted during the October 2000
hearing are met in an efficient manner.  To date, the COGCC has received and reviewed
118 APDs submitted by Williams for the increased well density area.

 
As  part  of  the Commission’s  Order  for  the Williams  Production  Company  20-acre well
density  application,  the  Commissioners  required  the  COGCC  Director  to  prepare  and
present an assessment report of the first year implementation of the order. The assessment
report  included  a map  showing  the locations of  new wells  permitted  in  the application
lands,  information  regarding  the number of  onsite inspections conducted,  public health,
safety,  welfare,  and  environmental  issues raised  during  the onsite inspections,  and  site
specific drilling permit conditions of approval that have been applied, as well as any other
relevant information.  The assessment report was prepared as a basis for further discussion
of the implementation of the order and to decide if any further Commission action in regard
to the density application would be necessary. The first year’s report was submitted to the
Commission on December 31, 2001 and contained the recommendation that a second year
implementation  review  report  to  be  submitted  by  the  Director  to  the  Commission  by
December 31, 2002.  A copy of the final version of the second year assessment report has
also been sent to the interested parties, which includes Williams Production Company, the
Colorado Oil  &  Gas  Association,  Garfield  County,  the Mackley/Savage Group,  and  the
Grand Valley Citizens Alliance.

 
            Based on two years of evaluation, the staff has the following recommendations:
 

·        The small number of onsites versus APDs submitted for lands subject to the Order are
predominately due to location of the proposed wellsites within 500 feet of the outer edge
of riparian/wetland vegetation.  Given the small number of onsites, the staff does not
feel that these onsites create an undue burden on staff time.  As a result, staff does not
feel that the Commissioners need to modify this requirement at this time.

 
·        The COGCC staff will continue monthly reporting of APD activity in the lands subject to

the Order via the Commission’s staff report.
 

·        Site specific information on onsites is now being reported on well site field inspections
that are available for public review, as are all well file documents, via the COGCC’s
internet website. 

 
·        Interim reclamation on well sites subject to the Order has been successful given the

limited opportunity, in both time and moisture, that these well locations have had to
exhibit the success of interim reclamation and revegetation. The site-specific reclamation
plans prepared for each new well site are successfully providing the processes and
procedures necessary to prepare and maintain reclamation success.  Further evaluation
of well site reclamation is continuing through the Reclamation and Revegetation
Success Monitoring Reports, as required under the Order.  Given the success of the
Order processes (reclamation plans and ongoing reclamation monitoring), staff does not
recommend a third year implementation report.

 
III.        NORTHEAST COLORADO
 
®         Crude Oil Fire in Logan County
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On December 13, 2002 three crude oil storage tanks and a crude oil treater caught on fire
in the West Padroni Field.  There were no injuries. All of the oil burned except for a small
amount  which  was  contained  within  the  berm.  This  facility  is  operated  by  Advantage
Resources.
 

IV.       SOUTHEAST COLORADO
 

®         Raton Basin Project
 
Water analysis data is being compiled and sent to Tony Gorody at Universal Geoscience
Consulting, Inc.  Mr. Gorody will evaluate the data, form conclusions and identify areas that
need further study and changes in sampling protocol.

 
V.        SOUTHWEST COLORADO
 
®         Amoco vs. Thunderhead Investments

 
In December of 2000, Amoco submitted a drilling permit for the Neva Dove A No. 2 Well.
Because Amoco and  the surface owner,  Thunderhead  Investments,  could  not  reach  a
surface use agreement,  an  onsite inspection  was conducted  on  January 27,  2001.  This
onsite inspection was required under COGCC Order No. 112-156.
 
During the onsite, staff determined that there were 10 site-specific conditions necessary to
prevent and mitigate impacts to public health, safety, and welfare. This included utilizing
electric motors, low profile equipment, specific fencing requirements, restricting completion
operation hours, cavitation notification requirements, and gas and water flowline routes with
as-built surveys. Amoco agreed to these conditions. On March 2, 2001 staff administratively
approved the permit.  A permit to drill the well was also issued by La Plata County.
 
On March 2, 2001, Thunderhead, by its attorney, filed with the Commission an application
requesting an exception location or a variance to permit the well  to be drilled at another
location.  Amoco  filed  a  protest  to  the  application  and  at  the  April  2001  hearing,  the
Thunderhead application was denied.
 
The Commission denied the Thunderhead application for several reasons. Following is the
major finding in the order: “The Commission finds that Thunderhead is not an owner as
defined by the Oil and Gas Conservation Act and Commission Rules and therefore does not
have standing to file applications for exception locations.  The Commission finds that it does
not  have jurisdiction  over the claim of  irreparable harm to surface property rights.  The
Commission finds that Thunderhead’s application is a request to resolve a surface owner
dispute  over  which  the  Commission  has  no  jurisdiction.  The  Commission  finds  that
Thunderhead is not a party that could be adversely affected and aggrieved in a manner that
is within the Commission’s jurisdiction to resolve.  The Commission finds that Rule 502.b. is
more general than Rule 318.c. and that although Thunderhead’s application requests both
an exception location and a variance, it is actually an exception location application.  The
Commission finds that the Director’s approval of the APD is final and not conditioned on the
Commission’s approval.  The Commission finds that onsite inspections are not adjudicatory
proceedings conducted by Hearing Officers.  The Commission takes administrative notice of
all  the provisions in its Order No. 112-156 including, specifically, the finding pertaining to
directional drilling.”
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In  March of 2001, Amoco filed suit  in  federal  court for a summary judgement asking for
clarification on four issues. First, that Amoco was not required to request variances from
state setback and safety regulations. Second, that Amoco reasonably accommodated the
Thunderhead’s surface use. Third, that Amoco is entitled to use and maintain the access
road it built to the well, and finally, the sound mitigation is sufficient.
 
In November of 2001 the well was spudded.
 

On December 2 and 3, 2002 a trial was held in U.S. District Court.  Morris Bell, COGCC

Operations Manager, testified for two hours on December 2nd about his involvement with
the onsite inspection and the subsequent discussions prior to the issuance of the drilling
permit.
 
On December 9,  2002 the U.S. District  Court  ruled that  Amoco: (1) was not required to
request variances for setback and safety regulations; (2) had reasonably accommodated
the surface owner’s present use and speculative future surface use; (3) may continue to
use and maintain its access road to the well; and (4) because there are no engines on the
location, the sound issue is moot.
 
COGCC staff agrees with the judge’s belief that Amoco had reasonably accommodated the
surface owner.  During Morris Bell’s testimony, the judge asked him several questions that
indicated the judge was impressed with the effort that both Amoco and the COGCC had
made to try to accommodate the surface owner.
 
It  is  apparent  that  the onsite inspection  requirement  in  the two orders  allowing  for  an
additional well in the Fruitland Coal Formation allow for site-specific mitigation conditions to
be placed  on  the drilling  permits that  benefit  the surface owner and  that  operators are
willing to accept.
 

®         Record of Decision for Oil and Gas Development on Southern Ute Indian Reservation
 

The  BLM’s  Colorado  State  Director  and  Southwest  Regional  Director  have  approved
Alternative 3 – Enhanced Coalbed Methane Recovery (“ECBM”) as described in the Final
Environmental  Impact  Statement,  Oil  and Gas Development  on the Southern Ute Indian
Reservation (“FEIS”).  Alternative 3 is the BLM, Bureau of Indian Affairs, and the Southern
Ute Indian Tribe’s preferred Alternative.  This decision establishes a comprehensive oil and
gas development strategy and establishes the environmental protection measures that are
required of oil and gas management on the reservation.  Alternative 3 specifically allows the
drilling or recompleting of up to 70 injector wells for ECBM recovery and 636 production
wells (269 conventional and 367 CBM) and all  required support facilities on tribal surface
and/or mineral estate including access roads, pipelines and other mineral related facilities. 
An  estimated  1,306 acres of  surface disturbance may result  from this  development.  In
addition, the FEIS Alternative 3 determined that development on adjacent non-tribal  land
could result in the drilling of another 67 injector wells and 519 CBM wells within the area
studied.  A copy of the Final FEIS is on file in the COGCC Public Room.
 

®         San Juan Basin Ground Water Modeling Study
 
The October 2001 report entitled “San Juan Basin Ground Water Modeling Study: Ground
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Water - Surface Water Interactions Between Fruitland Coalbed Methane Development and
Rivers” is now available on the COGCC website under Library, Studies in  the San Juan
Basin.  The US BLM and  its  consultants  conducted  the study,  and  the Ground  Water
Protection Council provided the funding.

 
VI.       ENVIRONMENTAL ISSUES
 
®         Quarterly WQCC/WQCD/COGCC Meeting

 
Future meetings of the Water Quality Control Commission, Water Quality Control Division,
and COGCC will be held on a semi-annual basis.  The last joint meeting was held on March
12,  2002.   The  next  meeting  will  be  scheduled  sometime  after  the  WQCD Director’s
position has been filled.

 
VII.      ORGANIZATION
 
®         Staff Organization
 

The application  period  for  the NE Colorado Inspector  position  closed  on  November  27,
2002.  It is anticipated that a hiring decision will be made by the end of January.
 
Our current organization chart is attached.

 
VIII.     PLANNING/ADMINISTRATION/OTHER
 
®         Colorado  Oil  and  Gas  Association  (“COGA”)  /  Colorado  Counties,  Inc.  (“CCI”)  Joint

Application for Rulemaking for the February 2003 Hearing
           
For the past several weeks, CCI has been convening an Oil and Gas Task Force consisting
of  representatives of  COGA, COGCC staff,  and  commissioners from several  counties to
develop  a  rulemaking  proposal  addressing  concerns  raised  by  Delta  County  regarding
COGCC procedures for drilling permits.  Counties represented in the task force were La
Plata, Las Animas, Weld, Rio Blanco, Garfield, Delta, Moffat, and Mesa.
 
Highlights of the rulemaking proposal are:
 
·        Changing the Local Governmental Designee (“LGD”) comment period on Applications

for Permits-to-Drill (“APD”) from 7 days (which can be extended by an additional 10 days
upon request from an LGD) to 10 days (which can be extended by an additional 20 days
by an LGD.)

 
·        Removing the Director’s discretionary ability to withhold the issuance of Applications for

Permits-to-Drill when requested to do so by a LGD, and making it mandatory.  In such
case, an expedited hearing would be held at the next Commission hearing to determine
if the APD can be issued.

 
·        Clarifying that the new procedure for local  governments to seek a hearing would be

conducted  in  the  same  adjudicatory  hearing  fashion  as  a  “Public  Issues  Hearing”
described in COGCC Rule 508.

 
The Application for Rulemaking, which has been docketed for the February 10 and 11, 2003

TO: COGCC Commissioners http://cogcc.state.co.us/Staff_Reports/2003/01-06-03.htm

5 of 9 12/1/2010 11:42 AM



hearing, is available on the COGCC website under “Hearings”.
 
®         NGPA Well Determinations

 
Operators who wish to file for well determinations must submit the proper paperwork to the
COGCC  by  May  15,  2003.  Operators  who  wish  to  file  for  new  tight  formation  area
designations must submit the proper paperwork to the COGCC by April  1, 2003.  These
deadlines have been established due to the expiration of the tax credits on December 31,
2002.  Congress did not vote on the Energy Bill  prior to the expiration so the tax credits
have not been extended.
 
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  “General” then “Natural  Gas Category Determination”.  Additional  information
available on the website includes a list of tight formation area designations and a list of all
previously approved well determinations provided by the FERC.  To date, 588 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. 
 
®         February Hearing Docket
 

A preliminary docket for the February 10 and 11, 2003 hearing has been provided.  Hearing
dockets are updated on the COGCC website by clicking on “Hearings”, then “2003 Hearing
Schedules, Dockets, Agendas and Minutes”.
 
Anyone wishing to sign up for e-mail notification of hearing notices and applications may
print a copy of the form from the COGCC website on the front page under “Digital General
Mailing Form” and mail or fax it to Audra Serlet.
 

®         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 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 is the highest priority for the
production/levy section with about 25% of the data remaining to be processed.  The delay
in processing was due to a vacant position and the recent hiring freeze.  The position has
been filled and the backlog of reports is rapidly being worked through. 
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Drilling permits are the highest priority of technical staff and will continue to be processed
within  the  timeframes  set  up  in  the  COGCC  Rules  and  Regulations.  Operators  are
encouraged to submit complete applications 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 a PDF format for downloading and printing.  The form is letter
size (8.5" x 11") and 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 89 operators reporting electronically, accounting for 81% of
the production reported in December 2001. 
 
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, a help document is available on the COGCC web
site  at  http://www.cogcc.state.co.us/forms.html  in  the  “instructions”  column.  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 being tested and should soon be available as procedures and documentation are
finalized.
 

®         Conservation Levy - Form 8
 

The current Conservation Levy rate, as of July 2002, is set at eleven-tenths mill ($0.0011)
per dollar raised from eight-tenths mill.  Beginning with the third quarter of 2001, Levy is
filed on a new form and reported by operator, rather than 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 questions concerning new format requirements.

 
®         Colorado Oil and Gas Information System (“COGIS”)

 
The COGCC information system, 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 COGCC public room.
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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 query 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,
including well logs and oversize hearing exhibits. 
 
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 and although this will  be a long-term project,  the results will  be well
worth the effort.

 
®         New GIS tools
 

New tools are available that expand the functionality of the GIS for the end user.  One tool
allows users to add points, lines, polygons, symbols and text to the viewed map.  The users
can then save their work to their hard disk and re-access it  later.  The other tool  allows
users to select exactly which layers they wish to view on the selected map area.  They can
then save that  setup  on their hard  disk and call  it  up later with  the same settings.  An
example of how this could be used is to send the setup file to a partner with the selected
layers and notes.  The partner could then go to the COGCC website, use the map tools to
load the new setup file and view the other partner’s work.  These tools are new; please
report any problems to Jim Milne at james.milne@state.co.us or 303-894-2100 x117 so they
can be corrected.

 
¨                   Imaging
 

All  of  the COGCC paper records (wells,  pits,  hearings,  and  operators) are available for
review on the Internet.  Hearing files may be selected from the imaging page by inputting
the order number, i.e. 112-2, in the “Cause Number” field. The best way to navigate to other
records is  through  the database queries  for  wells,  pits,  and  operators;  navigate to the
facility scout card, then select the “doc” icon. 

 
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  and  printing  of  the logs follows the procedure outlined  in  the “Printing
Logs” link on the help page.  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
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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 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. 
 

®         Image Indexing and Data Cleanup
 
The goal of Image Indexing is to go through all imaged documents to input the name and
receipt date 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 63,000
well  files have been fully indexed and rescanned where necessary.  The project is being
completed; if you find a well file that has not been indexed please let us know.
 
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 8,650 wells reviewed and updated.

 
®         Local Government Information

 
To date, 104 (43 counties and 61 cities) participate as Local Governmental Designees.  To
access  the local  government  information,  click  on  the “Local  Gov”  button  on  our  main
webpage.  At the Local Government Search screen, a local government name or a location
may be entered to search for approved permits, pending permits, operator changes and
plugged wells within that area.  Statewide searches for the same information may also be
conducted from this screen. 

 
®         Variances
 

Starlight Resources was granted a Rule 1004.a. variance for McElwain #1, 7, 8, 10, 12, 14,
15, 19, 20 wells located in Adams County. The surface owner requested that the wellsites,
associated tank batteries and lease roads not be ripped or revegetated since the land will
be immediately developed into single family homes.
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