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MONTHLY STAFF REPORT
October 27, 2003

STATISTICS
Our monthly statistics report is attached (page 1, page 2, page 3). The approved

Applications for Permits-to-Drill (“APDs”) for calendar year 2003 are projected at an annual
total of 2200.

. NORTHWEST COLORADO

Attached are newspaper articles of local interest. ("Gas-well permits...", "Methane wells...",
"Roan plan...")

® Northwest Colorado Oil and Gas Forum

Approximately 60 people attended the last meeting of the Forum, which was held on
October 9, 2003 in Rifle. Agenda items included:

Updates on current Northwest Colorado oil and gas activity by COGCC and industry
representatives.

An update by BLM staff on local permitting activity and the Roan Plateau planning
process.

A report by COGCC staff on the 2002 Outstanding Operations Awards recipients.

A report by Garfield County staff about positive financial impacts to Garfield County
from oil and gas development and a presentation of the comparisons of Rocky Mountain
coalbed methane basins.

A discussion of hydrogeology and beneficial use of coalbed methane produced
water in Colorado by Division of Water Resources Staff Dick Wolfe and Glenn Graham.

A discussion about Colorado severance tax collection issues led by Steve Colby with
the Department of Local Affairs and Jim Evans with Associated Governments of
Northwest Colorado.

A presentation on the basics of directional drilling by Williams Production Company
staff.

A discussion of local issues of concern by the public.

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, February 12, 2004 from 10:00 a.m. until
approximately 2:00 p.m. in Rifle at the RE-2 School District Office in the downstairs

Learning Opportunities Center located at the corner of ol street and East Avenue.

Directions are as follows: drive north on Railroad Ave. turn right at oth St., drive one block
and turn right on East Ave., access parking lot from East Ave. (alternative parking is off of

the north side of 9" St.), enter the building from the parking lot and the meeting room is
down the hall and to the left.

The meetings are generally held three times during the year, including winter and late
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spring meetings 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.

® AIPG 2003 Annual Meeting and RMAG Piceance Basin Field Symposium

The American Institute of Professional Geologists held their annual meeting in Glenwood
Springs on October 5-9, 2003 in conjunction with a Rocky Mountain Association of
Geologists Piceance Basin Field Symposium. COGCC staff Brian Macke and Bob Chesson
attended the Field Symposium which included an informative and well-run field tour of the
Piceance Basin, with an emphasis on the Mesaverde and Wasatch Formations which are
productive in the region. Steve Cumella, with Williams Production Company, and Rex Cole,
from Mesa State College, conducted the field tour. COGCC staff Brian Macke and Tricia
Beaver attended the AIPG sessions, with Mr. Macke providing a presentation and serving
on a panel titled “Living With Resource Development” that also included BLM, industry,
legal, and local citizen representatives.

1. NORTHEAST COLORADO

National Association of Royalty Owners - Rocky Mountain Chapter Annual Convention

The National Association of Royalty Owners - Rocky Mountain Chapter held their annual
convention in Greeley on September 19-20, 2003. The meeting was well attended by a
diverse collection of royalty owner interests from across Colorado and the Rocky Mountain
region. Brian Macke provided a morning keynote address that included an overview of oil
and gas activity in Colorado and a discussion of current issues, and also gave
presentations and served on panels that discussed coalbed methane development in the
Rockies and Federal Units. Other participants included geologic and legal professionals,
and BLM and private royalty owner representatives. The meeting was a good opportunity
for outreach to a number of parties, and positive feedback about the program was received.

® Leyden Gas Storage Facility Closure Activities

On October 15, 2003, Public Service Company of Colorado (“PSCo”) submitted its Quarterly
Report of Closure Activities and Monitoring of the Leyden Gas Storage Facility as required
by the Certificate of Closure issued by the COGCC. The quarterly report includes an
updated Pressure-Volume Plot, soil gas monitoring data, and monitoring data from Leyden
observation wells. This information will soon be posted on the COGCC website.

Since the certificate of closure was issued in August, Well #13 has been plugged and
abandoned and Well #12 has been worked over in preparation for water injection. Water
injection may begin as early as the end of October.

The COGCC Order to close the Leyden Gas Storage Facility required PSCo to locate an
additional 20 soil gas monitoring sites. On September 16, 2003 staff met with
representatives of PSCo and Mr. Greg Murray to discuss potential gas monitoring sites.
After the meeting, PSCo secured access to the areas where the additional monitoring sites
were to be located. On October 8, 2003, staff met on-site with PSCo and Mr. Murray to
discuss the location of the soil gas monitoring sites. Twenty-one sites were located and
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PSCo estimates the monitoring sites will be installed within the next few weeks.

V. SOUTHEAST COLORADO

® Raton Basin Project

Three Raton Basin reports are available on our website; the overview of the Raton Basin
Study given at the July Commission hearing; the coal mine inventory, and the ground
survey for methane seeps. The overview is a compilation of hundreds of samples taken
over the years and analyzed by contractor Anthony Gorody.

The raw data for the project and the ESN Rocky Mountain and Seacrest Group reports of
the most recent data from gas wells and water wells is now available on the website. Staff
analysis of the Raton baseline data has been completed and a summary of COGCC staff
conclusions is included with the consultant’s reports and raw data on the website.

V. ENVIRONMENTAL ISSUES

® Annual Report to the WQCC/WQCD

As required by SB-181 the COGCC environmental staff has submitted our annual written
report to the Water Quality Control Commission (“WQCC”) and Water Quality Control
Division (“WQCD”). A summary of the report will be presented to the WQCC at its
November 10, 2003 hearing at 1:15 p.m. Copies of the report have been provided to the
COGCC Commissioners and the report is also available on our website.

® Colorado Ground Water Quality Protection Council Meeting

The next meeting of the Colorado Ground Water Quality Protection Council will be held on
October 24, 2003 at 9:00 a.m. in the COGCC conference room. Representatives of all of
the SB-181 implementing agencies, the WQCD, WQCC, and the EPA will be attending.

® 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, COGCC staff
Loren Avis, Debbie Baldwin, and Ed DiMatteo continue to work with staff from both
agencies.

A new ruling has been proposed that applies to the Morrow Formation in Speaker, Bledsoe
Ranch, Mount Pearl, Sorrento, Arapahoe NW, Arapahoe, Frontera and Second Wind Fields
in Kit Carson and Cheyenne Counties (proposed WQCC Rule 52A & 52B). The prehearing
conference is scheduled for November 17, 2003 in the Snow Room of the Colorado
Department of Public Health and Environment, 4300 Cherry Creek Drive South, Denver.
The hearing for the new ruling is scheduled for December 8, 2003. A specific time for the
hearing will be determined at the WQCC November 10, 2003 regular meeting.

VI. ORGANIZATION

® Staff Organization
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Our current organization chart is attached.

The application submittal period for the vacant Permitting Technician position has closed.
Accepted applicants have been tested and the final three names will be received for
interview scheduling by the end of October.

VII. PLANNING/ADMINISTRATION/OTHER

® Penalties Status

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

® December Hearing Docket

A preliminary docket for the December 1%t and 2”d, 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,
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 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 and related issues in the state. The page also contains phone lists
and areas of responsibility for staff. A link to the Utility Notification Center of
Colorado’s Dig Safely Program has recently been added.
o Library
§ This page contains links to documents resulting from Commission studies,
activity reports, and statistical downloads.
o Hearings
8§ 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
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or finding information about Commissioners.

0 Rules
§ 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
8 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 shows 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
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
8 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
8§ 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.
§ The spacing orders are being evaluated and posted on the maps, with
approximately one third of the state having been reviewed.
0 Reports
§ 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 is connected to
the Centennial Building at 1313 Sherman Street by a wireless interface; this connection
provides access to the Internet and other state services. Staff utilizes the same applications
in their work as Internet users, in addition to others outlined below.

o Database

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

8 A database cleanup project is currently underway, with almost 30,000 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
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

o 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
Ground Water Protection Council using a Department of Energy grant.

o COGCC, GWPC, BLM, MMS, API and agencies from several other states
have been working together to establish an XML file format for permitting wells
and reporting their completions. The group has completed a business case for
this project and is anticipating work to begin in January 2004.

Problems

0 The COGCC had an intermittent connection problem most of the month with its
wireless interface to the Internet; this has caused a few database blackouts.

0 The equipment used to serve document images on the Internet is antiquated
and suffers from failure or slow response from high usage. New servers have
been purchased, are currently being configured, and should be online in the
near future.

o The report server has been unavailable due to configuration issues with the
new security systems. It is planned to resolve these issues and make the
system more functional in the near future.

VARIANCES
Patina Oil & Gas Corporation has been granted a Rule 502.b. variance to Rule 1004.a.
requiring reclamation of the former Keenesburg Compressor Station located in the SEY4

SEY4 of Section 14, Township 2 North, Range 64 West. The landowner has requested that
the perimeter fencing, gravel access road, metal framed building and building pad, various
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concrete pads and structures, and all electrical service equipment at the former facility be
left in place for future re-use.
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Reasonable by comparison?

ROAN: from page 1

resds,” sald Pete Kolbenschlag,
Western  Slopr Heid coordinator
S the CEC

“I's been pretty clear that peo-
b chomt want dsilling ugron top,”
he said.

Then again, Kolbenschlag
belicves the 160-acre resuiction "is
‘better than what the BLM is plan-

ning foe ”

Reasonable by comparison

Eolbenachlag belteves the Bush
administration’s desire to drill on
the platean will pesult in b o
well pads for drilling, which can
be up 1o an acre in size.

“I think what the administra-
ton s going to go for on the Roan
Plateaw i going to make the
Department of Natural Rewances
cormments Jook reasonable,” he
said

The DNE pi wontld result
in ahout 275 surface well pads on
the Roan Plateau,

Tt is signed by representatives of
DNR agencies including the Divi-
sion of Wikdlife, Division of Parks
and Cutdoor Recreation, and Cal-
arado (il and Gas Conservation
Commission

The wmrrwuﬂ_’m being con-
sidered by the BLN as It prepares 2
drmaft environmental impact state-
ment for fumre management of
the plateau. The document has
encountered some delays and
now 1s expected 1o be released in

Joe Qugston, who just finlshed
his second temm on Rifles City
Council, called the DNR proposal
“ahout the best we can hope fac”

“If they went for 160 acres of
directional drilling, 1 wouldnt
oppase them, But it not just that

It's surfwce prepartion, it's roads,
it destrucuon — oh, | shouldn'
say that — it disruption of sur-
lzce hsbiat.”

DINR contends that directional
drilling will reduce surface prob-
lemns by locating ane multi-well
pad pet 160 actes.

A proven technology .

Iy an eight-page letter outhn
‘ing its views, DINR said it “recog-
nmizes that s proposed require-
ments and limiiz on the density of
surface  mult-well sites are
unprecedented in BLM leasing
practioes.”

Bat it adds, “The BLM shoukl
recognize that the application of
recently  proven  directional
Ldrilling technology and practices
boessential to Louhog impacts
upon wildife and vanows multh
plecnse activities

"... Many significant rapid
regent advandes in directicnal
driliing are belng applied on lands
ediacent to the Roan CHifs, and
the DINR believes this technology
conbd be applied successfully to
the top of Roan Plateau as well.”

Greg Goodenow, a land ‘use
planmet for the BLM's Glenwood
Springs Besource Arca, confinmed

* that-Emiting drilling density has-
‘n't béen the agency’s approach to
managing surface impacts in the
past. But it could happen in the
furure, he said.

“Tt has been a concern of ours
to lianit disturbance, and { guess
the juue is exactly how we do
that,” he said,

Up to now, the BLM has not
used 15 regulatory authomty to
resrict well densities to one per 40
acres, he said.

There 15 no density restriction
o BLM land already being drilled,

Fhots courtesy of e Colteadt Envinmmental Coafifion/XURT KUMKLE

The state of Colorado has proposed 160-acre well pad spacing for ol
and gas drilling on the Roan Plateau, part of which is pictured above,

on the sowth dope of the plateay,
Goodenow said. [nstead, due m
concerns about visual impacts
along the Interstate 70 comidor,
the agency has required driliing
sites to be located In areas wiiere
the opography or vegetation pro-
vide strecning,

The BLM doesn't guarantee
even one well pad per 160 acres,
but the density an the touth dope
probabily will be choser to one per
40 acres, Goodenow aid.

Directional drilling’s limits

Schnacke said  directional
drilling may not reduce surface
irmpacts on the Foan Platean

“The topogmphy up there s
different Irom some of the fla
arcas around the region where
they're doing directional drilling ™
by said.

That may resdt in wells being
Located even fartber frem the v
geted diilling area.

“Suddenly your directic
string is very bong and very expe
sive. It may not be economically
feasible,” Schnacke sakd.

As a result, 160-acre directional
drilling could reoult in les g
being recovered Yhan the DNR

assumes possible, he sad,

The DN ctmates that the
A5,000-acre platedu holds 7 wil-
Lo cubic feet of natumal gas in the
underdying Williams Fork geologl-
cal formation, with about 5.5 trl-
lion cublc feet being recoverable.

The recoverable gas has a rough
paotential value of $22 billicn. This
would produce $2.75 billlon In
federal royalties, which would be
sprlit 5050 between the state and
federal government after certain
cont deductions.

The wildlife factor

Cther economic contldera-
thons also are at work, DNR esrie
mates that hunting brings in $3.8
miliion & year to the Joca] econe-
my, or mare than $200 milion
over the time it would rake ta
develop the plateau’s energy

Lroes.

"It s cruclal that these values
are protected and factored into the
Poan Flateaw planning docu-
ment,” the DNE wrofe.

It contends that 160-ace spac-
ing will mirumlze habltat frag-
mentatton and reducdons in orid-
cal habitat,

To further protect wildiife, the

Glereood Springs Post independent

DME mecomumends agning locat-
ing well sites In critleal wildlife
migration cotidors, in winter and
calving habitar wsed by ek and
dheer, and along river comidors and
riparian amas, whete there arc
unigue native smains of Colotado
Hiver cutthroar trout

Said Schnacke, [ think the
industry fully understands that
there's going fo be areas off limits.”

The I¥NR also recommends off-
site habitat protection 25 a means
of making up for habitat lost to
deilling.

Enolbenschilag docsn’ like that
irlea if it reans protection of habl.
tar somewhere other than the
platean,

“Pecple want the Roan Plateau
protected. They don't want some-
thing elsc off the plateau protece
ed," he said.

Steve Sith, a Geld representa-
tve for the Westemn Colorado
Congress environmenal ogani-
zation, praised the DNRT wildlife
necommendations, In effect, he
added, they are Garfield County's
a5 well, becavse the county
deferned 1o the state for comement
on the bssue of passible wildlife
impacts from plateau deilling.

"1 think BLM needs to look at
thern very carcfully and give them
full attention,” he said of the DNE
conmments.

Drue ta fears about eresion and
visural scarring, the DR dlso wiote
that it “songly supports meas-
ures that would prevent d
ment from taking place on the
highly vtsihle slopes of the Roan
Flateau.

*We support the local commu-
niries in their belief thar the cliffs
and slopes of the Roan Platea are
an impartamt visual resource wor-
thy of protection,” bt stated.

Contact Derri Webt: M43-3515, eat 416
M@M o
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HEARING DOCKET:

December, 2003

prelim
Page 1 10MBS2003
Field
Applicant/Attorney or Date Formation
No. Cause |Representative Rec'd County Matter Remarks
Fequest for an arder to poal all non-consenting owners in the
: B40-acre drilling and spacing unit consisting of Section 11,
Fulizan Township ¥ South, Range 94 West, Gth P.M. for the drilling of
Torm Brown, IncS Williams Fork  |the Federal #11-14 Well, the Federal #11-13 Y¥ell, the Federal
0312-UP-05| 139 |Carleton L. Ekherg 1001452003 Sarfield #11-24Well and the Federal #11-23 Well. Application Withdrawn
Requestfor an order allowing an exception to the permitted
locations for the Secord 171-34-6 31 Well, a harizontal
production well, and the Secord 17U-34-6 #1X Well, & service
wegll, to be located in the MWA4 5104 of Section 171,
lgnacio-Blanco  [Township 34 North, Range 6 YWest, 5.U.L, N.MP.M. and
CO¥ Gas, LLCS Fruitland Coal  |include horizontal production legs to extend no closer than
0312-Ex-05 112 |Michael J. Wozniak 100 452003 La Flata GG feet from the exterior boundaries of Section 17U, ORDER NG, 112170
Fequest for an arder to allow up to fourswells to be drilled in
Fepublican the existing 160-acre drilling and spacing units in Sections 14
Moble Energy, Inc.d Miobrara and 32 and the M1/2 and S¥W1/4 of Section 21, Township 1
0312-20%-13| 318 [Carleton L. Ekherg 10152003 Yuma Rorth, Range 45 West, Gth P .M. ORDER NG, 3187
Fequest for a variance to 303.d. to allow the Local
Governmental Designee to ask for a hearing under 303k,
seeking denial of TOF Operating Compamy's Applications for
City of Longmont! Fermit-to-Drill or estahlishing appropriate boundaries or
0312-GA0R 1 Phillip 0. Barber Qr2arzo03 Wield sethacks. Application withdrawn
mMonument Gas Marketing, Requestfor a hearing regarding financial assurance under
0312-GA-O7 1 Inc.t Delwyn Haraldson 1002172003 Kiowa Rule 304. Application withdrawn
QFY - Rules 326.h,, 326.d., and 1004.a., failure by Rocky
Mountain Operating Co. to pass a Mechanical Integrity Test on
several wells, failure ta repair or plug and ahandon the wells
that failed the MIT and failure to reclaim the Michols 1-23 Well,
located inthe 5154 ME1S4 of Section 23, Township 10 South,
03132-00-08 1% |Staff Recommendation 9i3/2003 Mesa Range 97 West, 6th P.M. ORDER NO. 1W-249
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