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MONTHLY STAFF REPORT
August 18, 2003

STATISTICS

Our monthly statistics report is attached (page 1, page 2, page 3). The approved
Applications for Permit-to-Drill (“APDs”) for calendar year 2003 are on track for an annual
total of 2000.

Il NORTHWEST COLORADO

Attached are newspaper articles of local interest ("Gas Drilling...").

® 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 scheduled for Thursday, October 16, 2003 from 10:00 a.m. until approximately
2:00 p.m. at a location to be determined. The meetings are generally held three times
during the year, including a winter and late spring meeting during the Legislative session
and a meeting in the fall. Co-chairs Brian Macke and Larry McCown have 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.

Williams Production Company Federal Land 10-Acre Increased Density Application

Williams Production Company has filed an application for 10-acre downhole increased well
density on approximately 16,000 acres of federal land north of the Colorado River and
Interstate 70 in the Rulison, Parachute, and Grand Valley fields in Garfield County. The
lands are adjacent to the approximately 11,000 acres of private land that was approved for
10-acre downhole increased well density during the April 2003 hearing. The application
specifies that the increased density wells would be directionally drilled from existing 20 and
40-acre well pads. Because there were no protests, the application was heard during an
Administrative Hearing on August 7, and has been placed on the consent agenda for the
August 2003 COGCC hearing.

EnCana Garfield County Energy Expo

EnCana Oil and Gas sponsored the Energy Expo held at the Garfield County fairgrounds in
Rifle on the afternoon and evening of July 30, 2003. The event was extremely successful,
with an estimated 500 people in attendance. The Energy Expo, which was the first of its
kind in the area, was designed to educate the public about the oil and gas industry in the
area and to provide direct contact with staff from EnCana, representatives from various
drilling, logging, fracing, production equipment, remote control, pipeline and environmental
contractors, staff from local, state, and federal agencies involved in oil and gas regulation,
and representatives from oil and gas trade associations. COGCC staff Brian Macke, Bob
Chesson, Jaime Adkins, and Jay Krabacher participated in the Expo and used the COGCC
exhibit display to show educational material about oil and gas regulation. We would like to
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commend EnCana for providing this excellent education and outreach effort in a region
where the growing natural gas industry will play an important role in the community for
many years. Attached are newspaper articles about the Energy Expo.

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

Since the July 2003 hearing, the COGCC has received no new APDs for the 20-acre infill
area. The COGCC has received 13 APDs of the 10-acre downhole density order area
(north of the Colorado River). Because the majority of the non-federal lands under lease
by Williams, which were formerly under the 20-acre density order, are now under the
10-acres density order (all new 10-acre wells will be directional) Commission staff is
proposing that a separate monthly accounting of APD activity for those lands (as was
conducted for the previous 20-acre order) not be conducted, due to the non-protested
nature of the 10-acre order. An end-of-year summary to the Commissioners would replace
the monthly accounting in the staff report that would itemize any outstanding well site
issues. The remaining 20-acre activity (mostly south of the Colorado River) and any onsites
conducted would continue to be reported monthly in the staff report.

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 and the 10-acre density order adopted during the April 2003 hearing are met. To
date, the COGCC has received and reviewed 133 APDs submitted by Williams for the
20-acre well density area.

1. SOUTHEAST COLORADO

® Raton Basin Project

A draft of the final report regarding the Raton Project is being reviewed and edited. This
report will appear on our website.

A power point presentation of the Raton Basin Project Report was made at last month’s
hearing to the Commission by Anthony Gorody, the contractor tasked to compile and
analyze data for this project.

V. SOUTHWEST COLORADO

® La Plata County Officials Tour

On July 11, 2003, BP provided a tour of their field operations for La Plata County officials.
On the tour were Sheryl Ayers, County Commissioner; Steve Clay, Local Governmental
Designee; Nancy Lauro, County Planner; Christi Zeller, La Plata County Energy Council;
and David Dillon and Mark Weems, COGCC Staff.

The tour included drilling well sites, producing well sites, and an injection well. After the
tour a question and answer session was held at the BP office with County officials asking
guestions about directional drilling and noxious weeds.

BP did an excellent job in providing a general overview of their operations in La Plata
County.
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V.

®

VI.

ORGANIZATION

Staff Organization

Our current organization chart is attached.

Monday July 7" marked the deadline for application submittal for our two vacant

Administrative Assistant | positions. Interviews are being scheduled and it is anticipated
that these positions will be filled within the next month.

Congratulations to Linda Pavelka, who applied for and was appointed to the Permit
Supervisor position. It is anticipated that the now vacant Permit Technician position will be
approved for filling in the next several weeks.

2002 COGCC Outstanding Operations Awards

The 2002 Outstanding Operations Awards were presented on August 51 at COGA's Rocky

Mountain Natural Gas Strategy Conference & Investment Forum. This is the 7! year of this

very successful program that recognizes extraordinary efforts of oil and gas operators in a
variety of categories. The awards were presented by DNR Executive Director Greg Walcher
to the following six companies.

Williams Production RMT Company for Environmental Protection

BP America Production Company for Community Relations, Surface Owner Impact
Mitigation and  New Technology

Red Willow Production for Exploration
WesternGeco for Exploration

Kerr-McGee for Well Stimulation
Evergreen Resources for Community Relations

Attached is a description of the award-winning operations (page 1, page 2).

PLANNING/ADMINISTRATION/OTHER

Penalties Status

Attached is a revised table showing the status of penalties paid and penalties pending
collection.

September Hearing Docket

A preliminary docket for the September 22" and 23, 2003 hearing has been provided.
Hearing dockets are available on the COGCC website by clicking on “Hearings”, then “2003
Hearing Schedules, Dockets, Agendas and Minutes”. Links to the hearing applications and
notices are available from the Docket by clicking on the Applicant and the Docket Number,
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respectively.

To sign up for e-mail notification of hearing notices and applications please see the
announcement and instructions on our main web page.

® Colorado Oil and Gas Information System (“COGIS”)
The COGCC information system, COGIS, is made up of many different components that
are used by the Commission, staff, industry, other government agencies and many others.

Internet
The COGCC determined that it was most cost effective to develop applications and
information in an Internet available format. This allows for the same tools to be
utilized in different environments thus eliminating the re-creation of applications. The
Internet connection was moved to a new network structure which provides a much
more secure environment. The following are tabs on the Internet menu bar.

o General
= This page has links to basic information concerning the Commission, its function,
and oil and gas development in Colorado. The annual statistics and the
weekly/monthly statistics are available here.
o Contacts
8 This page has links to people and agencies that are involved with oil and gas
regulation in the state. It also contains phone lists and areas of responsibility
for staff.
o Library
§ This page contains links to documents resulting from Commission studies,
activity reports, and statistical downloads.
o Hearings
§ This page has links to the current and previous hearing schedules, which
allow for review of the dockets, agendas, applications and their outcome. It
also has information that is useful when considering an application for hearing
or finding information about the Commissioners.

0 Rules
8 This page contains links to the Commission statute, Rules and Regulations,
and policies.
o Orders

8 This application provides searchable capability to the Commission’s orders.
The search by location is still under construction as we create the map layer
for all spacing orders.
o Forms
§ These are Adobe Acrobat documents that can be downloaded, completed,
printed and mailed. Some example and instruction documents are viewable.
Eventually, online forms will be available here, but the exact time frame is
unknown.
o Staff Report
8 Current and previous staff reports, with attachments, are viewable here.
o Permits
8 This application will show the last 12 months of approved permits and current
pending permits; it may be filtered by county.
o Database
8 This application enables users to query well, production and operator
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information. These queried databases contain the most current set of data
and are updated throughout the day.
o Local Gov
§ This application provides database searches for local government contact
information and oil and gas activity within a selected area.
o Images
§ This application is an interface to the COGCC's historical paper files. All well
files, logs and hearing files have been scanned. This application is not user
friendly and the preferred method is to use the database queries and click on
the “docs” icon for wells and other facilities, or to use the Orders application.
o Maps
§ This interactive map application allows the user to zoom, pan and select
types of information to display. This application will also display the database
information for wells by selection tools or double clicking on a single item.
There are also tools to allow annotations and to save reusable map files.
8 The spacing orders are being evaluated and posted on the maps, with
approximately one third of the state having been reviewed.
0 Reports
8 This area is still in development; only a few reports are currently available.
The application does malfunction from time to time. The goal is to have
selectable data sets and statistical queries.
Local Area Network
The COGCC staff is connected to services by a Local Area Network (“LAN”)
connection which provides e-mail and data sharing capabilities. The LAN recently moved
behind the Department of Natural Resources firewall which will provide a much more
secure environment. The move has caused a delay in releasing new information to the
image system and some interruption in e-mail availability. Staff utilizes the same
applications in their work as Internet users, in addition to others outlined below.

o Database

8§ The COGCC maintains a comprehensive database of regulated facilities
(wells, pits, injection sites), incidents (inspections, complaints, spills), and
affiliations (companies, contacts, staff).

8 A database cleanup project is currently underway, with more than 25,000
historic well records updated.

o Form Processor

8 This set of applications allows users to input, route, edit, and update

regulatory reports submitted by oil and gas operators.
0 Geographic Information Systems (GIS)

8 These applications provide the COGCC capability to create custom maps,
convert survey calls to geographic coordinates, and convert and utilize
geographic positioning system (GPS) data.

8 The GIS Administrator creates daily updates for the Internet map application.

o COGIS Tools

8 This set of applications allows the staff to correct data in the database in

addition to performing specialized workflow administration.

Remote Users

This is the final component of the COGIS system. It has yet to be implemented.
This system will consist of Internet applications, form processor and other specific tools
necessary for the field personnel to automate their data collection and information
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requirements running on a laptop or tablet computer. This project continues to receive high
marks in the budget process but has been delayed due to budget constraints.

Electronic Business

o0 There are approximately 175 operators reporting electronically.

0 At the end of next month it is expected that there will be an Internet available
production report application that uses an XML data transfer mechanism. The
XML file structure is the same one that is being used by Montana, Utah,
Nebraska, New York and Pennsylvania. This application was funded by the
Groundwater Protection Council (GWPC) using a Department of Energy
(DOE) grant.

o COGCC, GWPC, BLM, MMS, API and several other states have been working
together to establish an XML file format for permitting wells and reporting their
completions.

Vil.  VARIANCES

Variances to Rule 1004.a. and 1004.c.(2) have been granted for H&R Well Services Inc.
with regard to the Damstedt #s 1, 2 and 4 Wells located in the SW¥%. of Section 21,
Township 1 South, Range 67 West in Adams County. Based on the waiver granted by
surface owner Quadrant Quebec Partners, LLC, it appears that the proposed alternate land
use (residential subdivision development) will not be in conflict with the basic intent of the Oil
& Gas Conservation Act.

A variance was granted to the schedule for the annual report on outcrop monitoring
required by COGCC Order No. 112-161 (ChevronTexaco was granted approval to drill the
Wheeler #12U-4 Well within one and one-half miles of the outcrop contact between the
Fruitland and Pictured Cliffs Formations). ChevronTexaco will be allowed to incorporate
their annual report into the annual report prepared by a third party contractor for the
operators subject to the requirements of COGCC Order No. 112-156. This unified approach
to monitoring and reporting on gas seeps and other environmental indicators along the
outcrop of the Fruitland Formation makes good sense and will facilitate COGCC staff's
review.
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SCRINGS
POST INDEPENDENT
OPINION

- Gas drilling
is here to stay

EnCana Energy USA hosted a free
feed and Energy Expo last Wednes-
day in the sun-baked North Hall of
the Garfield County Fairgrounds.

It was a positive gesture by a com-
pany that has taken its lumps for a
variety of mishaps and mistakes
while expanding its play in western
Garficld County.

This week, EnCana’s booths will
be replaced with baked and canned
goods, sewing and crafts projects and
4-H displays from the county’s farm-
ing and ranching community.

The juxtaposition of gas drilling
technology and the bounty of our
land and people parily illustrates the
changing nature of Garfield County’s .
economy.

Over the past decade, gas drilling
has gradually grown to become the
county’s second-largest single source
of tax revenues. Only residentiat
properties count for more, according
to Garfield County Assessor Shannon
Hurst.

The taxable value of oil and gas
properties is $245 million this year,
27 percent of the county’s total
assessed value. It towers over the tax-
able value of commercial properties,
at $176 million, industrial properties
at 319 million and farm and ranch
properties at §18 million.

Gas drilling has become what oil
shale was supposed to be — a long-
lasting source of fuel — but without
the huge influx of workers. It's an
extractive industry that chose
Garfield Ceunty, not one lured in by
economic development efforts.

Western Garfield County is where
the gas is, and drilling is here to stay.

EnCana’s Expo offered residents a
friendly handshake and an open line
of communication in an effort to
smooth out what’s been a prickly
relationship with western Garfield
County residents. :

Let's hope it foretells Cooperanon
as the shape of things to come.
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2002 COLORADO OIL AND GAS CONSERVATION COMMISSION
OUTSTANDING OIL AND GAS OPERATIONS AWARDS

WILLIAMS PRODUCTION RMT COMPANY
Category: Environmental Protection

Garfield County Short Term Ambient Air Screening Study

To address the concerns of local residents, Williams worked with the EPA, State of Colorado Air
Poltution Control Division and the OGCC to conduct an air sampling program around gas welis in
Garfield County.

The study concluded that thare were no significant health risks to area residents. The cooperation
among the groups was positive and added credibility to the findings, providing Garfield County
citizens with a scientific basis to alleviate health hazard concerns.

Heavy Duty Hydraulic Fracture Flowback Unit

To eliminate flares due to the fire ban in the summer of 2002, Williams’ personnel designed a
heavy duty flowback unit that could handle the abrasive sand and high volume cf water recovered
from a well after it is fraced. This unit allowed Wiliams to reduce flaring of gas welis by 85-95%.
This new technology net only allows more gas to be sold, it also substantially reduces emissions.
This operation received two nominations with cne of the nominations from a local citizen

BP AMERICA PRODUCTION COMPANY
Category: Community Relations, Surface Owner Impact Mitigation and New Technology

La Plata County Missionary Ridge Fire Support

In 2002, La Plata County was the scene of some of the worst fires ever in Colorado. To help
support the fire fighting efforts, BF was able to obtain regulatory approval to donate thousands of
gallons of produced water to make fire fighting slurry. BF also donated a holding tank to assist in
the siurry operations and hired trucking companies to haul produced water to the slurry mixing
and staging area.

Other contributions included BP's donation of $100,000 to the Red Cross of Colorado, donations
of $5,000 to each of five rural fire fighting districts involved in fighting the fire, and the donation of
a surplus 4-wheel drive utility vehicle to La Plata County Search & Rescue.

Surface Owner Mitigation and Community Relations — Heartwood Ranch Playground

BP has been very proactive in werking with surface owners when drilling wells on their property.
BP negotiated a surface use agreement in a densely wooded subdivision. The agreement
allowed the residents to transplant small trees and cut and mill larger trees into playground
equipment for the Heartwood Ranch Playground. BP also donated funds to help construct the
playground.

Use of Low Visual Impact Chamber Lift for Coalbed Methane Wells

BP tested the technical and economic viability of using a chamber lift plunger system to dewater
low pressure Fruitland coalbed methane wells. The benefits of this operation include increased
gas preduction and elimination of surface pumping units. The results of this test have been very
encouraging.
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RED WILLOW PRODUCTION, LLC
Category: Exploration

3D Seismic Survey in the Canyons of the Ancients National Monument

The Canyons of the Ancients area was designated a National Monument in June of 2000. The
164,000 acre Monument contains the highest known density of archeclogical sites in the nation:
portions of the Monument have more than 100 cultural sites per square mile.

Energy development has been taking place on Monument lands for several decades. Prior to
drilling any wells, Red Willow made a significant financial investment in a 3D seismic survey in
order to more reliably identify productive reservoirs. 3D seismic information dramatically
increases drilling success rates to about 75%. Thus, 3D seismic will minimize the drilling of dry
holes and reduce environmental impacts in the Monument.

Prior to the seismic survey, Red Willow compieted a comprehensive archeological field study to
identify and document all archeclegical sites.  Red Willow then modified the seismic survey to
avoid and protect all cultural sites.

The seismic survey has been successfully completed. After interpreting the 3D seismic survey,
Red Willow and partners plan to start drilling operations in the near future.

WESTERNGECO
Category: Exploration

3D Seismic Survey in the Canyons of the Ancients National Menument

WesternGeco was the seismic contractor for Red Willow for the 3D Survey in the Canyons of the
Ancients National Monument. WesternGeco utilized careful planning aiong with several
mitigation measures and safeguards to insure that the natural resources of the Monument were
protected.

Through WesternGeco's outstanding efforts, the 3D seismic survey was completed, the cultural
resources in the survey area were avoided and protected, and impacts to wildlife and soils were
minimized.

KERR-MCGEE ROCKY MOUNTAIN CORPORATION
Category: Well Stimulation

Wattenberg J-Sand Stimulations

Fracture stimulation is necessary to produce commercial gas volumes from the tight formations in
the Wattenberg Field, however, in 2001, “J* Sand Formation stimulation costs had risen more
than 35%. In 2002, Kerr-McGee initiated a pilot program to lower these costs and expand the
number of future economic drilling oppertunities in the field.

This program has saved over $7 Million. By modifying stimutation techniques for “J” Sand
Formation wells, Kerr-McGee will save a totat of $13 Million in stimulation costs. The savings will
be utilized to conduct additional field exploitation activities. By lowering the completion costs of a
“J" Sand Formation well, many additional wells will be drilled that otherwise would not be
economic.

EVERGREEN RESOURCES, INC.
Category: Community Relations

Community Service and Support

Evergreen has contributed more than $73,000 to varicus organizations in Las Animas County.
These organizations include schools, the Red Cross, local fire departments, and many others.
Evergreen also received the Employer Support Guard Reserves Award from the National
Defense Department. This award was for continued support of an Evergreen employee while he
was called to duty with the National Guard.
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HEARING DOCKET:

September, 2003

prelim
Page 1 85202003
Field
Applicant/Attorney or Date Farmation
MNo. Cause |Representative Rec'd County Matter Remarks
Reguestto vacate Order Mo, 325-1, which approved a project
Burlington Resources il & Barker Dome  |for storage of natural gas in an underground reservair in
Gas Co. LPS Diakota certain lands in Township 32 Morth, Ranges 13172 and 14
0309-5P-06 325 |John F. Zent arizoo3 La Plata West MobP .M.
|Q”§'Ciﬂ'5|aﬂﬂﬂ Request for an order to permit a second well to be drilled in
Red Willow Production Co.f Fruitland Coal  |the existing 320-acre drilling and spacing units in certain
0309-A-11 112 |Michael J Wozhiak ar4/2003 La Plata sections in Tawnship 33 Morth, Range 11 West, BM.M.P M.
Douglas
Creek-South  |Request for an order to permit two wells to be drilled in the
EnCana Qil & Gas (USA) Incs Mancos "B"  |existing 160-acre drilling and spacing units in certain sections
0208-A0-12| 311 |Carleton L. Ekberd BIE/2003 Fio Blanco in Township 4 South, Ranges 101 and 102 West, Gth P.W. Withdrawn
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