
MONTHLY STAFF REPORT
March 15, 2004

 
I.          STATISTICS
 

Our  monthly  statistics  report  is  attached  (page  1,  page  2,  page  3).   The  approved
Applications for Permits-to-Drill (“APDs”) for calendar year 2004 are projected at an annual
total of 2500. 
 

II.         NORTHWEST COLORADO
 
Attached are newspaper articles of local interest. ("Gusher", "EnCana", "Surface-rights") 

 
®         Northwest Colorado Oil and Gas Forum – Important Notice of Time Change
 

The next meeting of the Northwest Colorado Oil  and Gas Forum will  be held from 10:00
A.M. until 2:00 P.M. on Thursday, May 27 at a location to be determined.  (Please note
– this is a change from the previously announced date of May 20).
 
The last meeting of the Forum was held on February 9, 2004 in Rifle in conjunction with a
COGCC  field  hearing  in  Glenwood  Springs  the  following  day,  and  was  attended  by
approximately 185 people.  Agenda items at the meeting included:
 

·        Introduction of State of Colorado Oil and Gas Conservation Commissioners
·        State, Federal, County, and Industry Updates on NW Colorado Oil and Gas Activity
·        Discussion of Federal Unit Contraction
·        Open Public Comment/Q&A Period About Issues of Local  Concern

 
The Forum,  which  is  co-chaired  by  COGCC Deputy  Director  Brian  Macke and  Garfield
County Commissioner Larry McCown, consists of  representatives from federal,  state and
local  government, the oil  and gas industry and all  interested citizens.  The meetings are
currently being held four times during the year.  The meeting frequency may be increased if
changing circumstances create a need to do so. 
 
All parties wishing to be placed on the agenda for presentations need to contact Brian
Macke at 303-894-2100 x122 or brian.macke@state.co.us by May 14, 2004. 
 

¨                   COGCC Presentation at the Glenwood Springs Association of Realtor’s Meeting
 

Brian Macke provided a presentation to the Glenwood Springs Association of Realtors at it’s
 February 11, 2004 luncheon meeting.  Approximately 65 members of the Association were
present at the meeting.  The presentation included an update on the current level of oil and
gas activity in Garfield County and nearby areas and a discussion of COGCC regulation. 
Particular emphasis was placed on the importance of awareness by realtors of the areas
that have potential for oil and gas development, the current legal and regulatory framework
regarding split-estate lands, and the use of  the COGCC and its web site as a valuable
resource for information.  A letter from the Realtor’s Association thanking the COGCC for its
attendance is attached.
 

III.                NORTHEAST COLORADO
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¨                   Colorado Oil and Gas Association (“COGA”) - Northeast Chapter Meeting
 

Brian Macke, Ed DiMatteo,  Randall  Ferguson and Kevin  Lively of  the COGCC staff  and
Lynn Shook, COGCC Commissioner attended the COGA chapter meeting on the evening of
Tuesday, February 24, 2004.  The meeting was held at the Bunker Hill  Country Club in
Brush,  Colorado with  approximately 65 people in  attendance.  Following  dinner,  various
announcements  were made by  Greg  Schnacke,  COGA executive  vice-president.  Brian
Macke then gave a presentation on current statewide trends related to the industry and
proposed changes to the COGCC Rules and Regulations.

 
IV.       SOUTHWEST COLORADO

 
¨                   Next GORT Meeting
 

The next GORT meeting is scheduled for March 25, 2004. The meeting will be held at the
La Plata County Fairgrounds in the Pine Room from 8:30 a.m. to 11:30 a.m. Call  Debbie
Baldwin at (303) 894-2100 ext. 111 to add agenda topics.
 

®                   COGCC Staff Update on Environmental Monitoring in La Plata County
 
At  today’s  hearing,  COGCC staff  and  LT Environmental  will  provide  an  update to  the
Commissioners on  the results  to date of  environmental  monitoring  required  by COGCC
Order Nos. 112-138, 112-156, and 112-157.  In addition, the December 2003 3M Monitoring
Well Report and the October 2003 Fruitland Outcrop Monitoring Report are available on our
website under “Library”.

 
V.        SOUTHEAST COLORADO

 
®                   Presentation of Raton Basin Study in Las Animas and Huerfano Counties

 
The  Raton  Basin  Study  was  finalized  last  year.  The  study  included  collecting  and
compiling water and gas data from water wells and gas wells, location data for coal mines
and  coal  mine  features,  and  methane seep  data  from a  ground  survey.  Dr.  Anthony
Gorody, Universal Science Consulting, evaluated the data and produced a report, which is
available on our website under “Library”.  On February 17 and 18, 2004, Loren Avis and Dr.
Gorody  presented  the  results  of  the  study  to  the  Las  Animas  and  Huerfano  County
Commissioners.  The County Commissioners appreciated the COGCC’s work in conducting
such an extensive study and making the results easily available to them, to the counties’
residents, and to other interested parties.
 
Attached are newspaper articles of local interest.  ("Black Diamond", "Black Diamond Park")

VI.       ENVIRONMENTAL ISSUES
 

®                   Rulemaking 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, Bob Chesson, and Ed DiMatteo continue to work with  staff
from both agencies.  A new ruling has been proposed that applies to the Middle Oil Sand
zone of the Wasatch Formation at Hiawatha Field in Moffat County (proposed WQCC Rule
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53).  The rulemaking  hearing  is scheduled  for  1:00 pm March  9,  2004 at  The Florence
Sabin Conference Room at the Colorado Department of Public Health and Environment’s
(“CDPHE”) offices in Denver, 4300 Cherry Creek Drive South, Building A.

 
®                   WQCC/WQCD/COGCC Meeting
 

Our next meeting with  representatives of the CDPHE Water Quality Control  Commission
(“WQCC”) and Water Quality Control Division (“WQCD”) will be held on March 16, 2004 at
10:30 a.m. in the COGCC conference room.

 
®         Front Range Ozone Non-attainment Status Designation (EPA)

 
As requested by Weld County Commissioner Glen Vaad, COGCC staff Randall Ferguson
and Bob Chesson  attended the November 21,  2003 presentation  on  proposed emission
control strategies by the Air Pollution Control Division (“APCD”).  The APCD is considering
various  emission  control  strategies  in  order  to  avoid  EPA  designation  of  the  Denver
Metropolitan Area as an ozone “non-attainment” area.  The State is required by the EPA to
enter into an Early Action Compact (“EAC”) with stakeholders in order to delay designation
of the non-attainment status.  Current signatories of the EAC include the Denver Regional
Council of Governments, the Colorado Department of Transportation, the Air Quality Control
Commission, the Colorado Department of Public Health  and Environment and the EPA. 
Additional  EAC signatories  from stakeholders  from Weld,  Larimer  and  Morgan  counties
have been solicited.  As part of the EAC, a State Implementation Plan (“SIP”) is required
which outlines details and a schedule for the implementation of emission controls to reduce
ozone concentrations to a level below the EPA’s ozone standard.
 
The APCD studied the Denver Planning Area, which includes all or parts of Larimer, Weld,
Morgan, Denver, Douglas, Arapahoe, Adams, Boulder, Jefferson and Broomfield counties. 
The study found that, based on computer air shed modeling, the entire South Platte River
drainage contributes air emissions considered to be precursors for ozone formation in the
Denver Planning Area.  Computer fate and transport  modeling identifies the main ozone
precursor in the South Platte River air shed to be non-methane VOC “flashing” emission
from oil  and  gas wells (mainly in  the Wattenberg  Field).  The APCD is proceeding  with
implementation of emission control requirements for these “stationary” sources which would
require  engineering  controls  on  individual  wells  and/or  tank  batteries.  Other  source
controls  are  under  consideration,  such  as  mandating  use  of  lower  volatile  gasoline,
expanding  the Denver Metro area auto emissions control  program into the South  Platte
River drainage air shed, and additional emissions controls on existing industrial  facilities. 
Because of a very tight EAC schedule, a draft SIP was approved for submittal to the EPA by
the Regional Air Quality Council on December 4, 2003.   A public meeting on the proposed
SIP is scheduled for March 11, 2004.  The adopted SIP will undergo State Legislative review
in  early  2004  with  the  final  plan  submittal  to  the  EPA  by  December  31,  2004.  
Implementation of emission controls is required by December 31, 2005 and success must
be demonstrated to the EPA by December 31, 2007 to maintain “attainment” status.

 
VII.      ORGANIZATION
 
®                   Staff Organization
 

We welcome Karen Morgan who transferred from Colorado Geological Survey to serve as
our GIS Administrator. She has hit the ground running and she brings extensive experience
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that will be very helpful to our Division.
 
Our current organization chart is attached.

 
VIII.     PLANNING/ADMINISTRATION/OTHER
 
®                   2003 Outstanding Oil & Gas Operations Awards
 

The deadline for nominations for the COGCC 2003 Outstanding Oil  and Gas Operations

Awards is June 1,  2004.  This will  be the 8th year of  this very successful  program that
recognizes extraordinary efforts of oil and gas operators in a variety of categories.  Award
presentation will take place on August 10, 2004 at the Colorado Oil and Gas Association’s
Rocky Mountain Natural  Gas Strategy Conference and Investment Forum. All  parties are
encouraged  to  provide  nominations  by  the  deadline.  We  will  be  submitting  a  list  of
nominations to the Commissioners for approval after the nomination deadline.  Attached is
the nomination form for the awards.

 
®         Penalties Status
 
            Attached is a revised table showing the status of penalties paid and penalties pending

collection. 
 
®         April Hearing Docket
 

A preliminary docket for the April  19 and 20, 2004 hearing has been provided.  Hearing
dockets  are  available  on  the  COGCC website  by  clicking  on  “Hearings”.  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.
 

®         Joint COGA – CCI Gathering Line Regulation Work Group
 

A workgroup consisting of representatives from the Colorado Oil and Gas Association and
local governments working through Colorado Counties, Inc. has been convened to jointly
develop  proposed  COGCC regulations  for  gathering  lines.  The workgroup,  which  now
includes representatives from Garfield, Mesa, Gunnison, La Plata, Delta, Rio Blanco, Las
Animas,  San  Miguel,  and  Delta counties  as  well  as  industry  representatives,  met  most
recently on February 5, 2004 to discuss gathering line issues and develop a rulemaking
proposal  to jointly bring to the COGCC.  This model  was used successfully last  year to
bring  proposed  rulemaking  to the COGCC to address local  government  involvement  in
COGCC processes.  Brian Macke has been included in the meetings to serve solely as a
resource and to answer questions about COGCC regulation that arise in the discussions. 
The county representative portion of the working group held a meeting on March 11, which
was also attended by Brian Macke. 
 

¨                   Inactive Wells Review Update
 
COGCC staff has complied a report identifying excess inactive wells as defined by Rule
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707.a.,  which requires an operator to submit additional  financial  assurance of $5,000 for
each “excess inactive well”. An inactive well  is defined as any shut-in well  from which no
production has been sold for a period of twelve (12) months. When an operator’s inactive
well  count  exceeds the operator’s  financial  assurance amount  divided  by $5,000,  these
additional  wells  are considered  to be excess inactive wells  and  an  additional  $5,000 in
financial assurance is required for each excess inactive well.
 
On March 2, 2004, COGCC staff sent letters to the thirty (30) operators of inactive wells.
The  operators  are  required  to  verify  the  accuracy  of  the  inactive  well  list  and  supply
additional financial assurance or provide a plan to either return to production or plug and
abandon  these  wells.  The  letter  also  asks  the  operators  to  provide  a  schedule  for
mechanical integrity testing for wells that have been shut-in for two (2) years. A copy of the
letter to the operators is attached.

 
®         Joint House and Senate Agriculture and Natural Resources Committee COGCC Briefing

 
COGCC staff and Commissioners were present to provide a briefing to the Joint House and
Senate Agriculture  and  Natural  Resources  Committee on  February  18,  2004.  COGCC
Commissioners attending included Chairman Peter Mueller, Tom Reagan, and Lynn Shook,
and staff  included Rich Griebling and Brian Macke.  The briefing was conducted by the
Committee  to  discuss  issues  regarding  surface  owner  conflicts  with  oil  and  gas
development,  particularly on split-estate lands.  The COGCC provided a presentation on
current  development  activity  and  a  discussion  about  legal  and  regulatory  issues  with
respect to split-estate lands, and discussed the April 2004 COGCC rulemaking. 

 
®         Draft Budget Requests

 
The Joint Budget Committee (“JBC”) met to conduct the Department of Natural Resources
“figure setting” on February 26, 2004.  During the meeting, the JBC approved the following
request for funding from the COGCC:
 
·      The entire $96,995 change request for FY 04-05 for the completion of the document

imaging indexing project.
 

·      A supplemental budget request for FY 04-05 to address increased drilling permit activity
and active well workload which includes:

 
-    $89,487 in Personal Services including 1.0 FTE for a Permit Technician and 30,000

in temporary services funding for document processing.
-         $1,759 in operating funds.
-         1 additional leased vehicle from Fleet Management.

 
In addition, the JBC took these other actions related to the COGCC:
 
·    $500,000  will  be  taken  from  the  Environmental  Response  Fund  balance  to  replace

Severance Tax funding for COGCC programs. 
 

·      $400,000 will be used from the Environmental Response Fund (“ERF”) balance to fund
the COGCC ERF projects lines. 

 
The above two actions are not  projected to result  in  the Environmental  Response Fund
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balance being below its desired $1 million level. 
 
The COGCC budget requests are now being forwarded to the General Assembly through
the Long Bill appropriations process.
 

®                   COGCC Leased Space Status
 

The COGCC’s state current lease in the Chancery Building will expire on August 31, 2004. 
The Office of Planning and Budgeting (“OSPB”) has given its approval to State Buildings to
begin the process of negotiating a new office space lease.  The Department of Personnel
and  Administration  has  engaged  Corporate Planners  and  Coordinators,  Inc.  (“CPC”)  to
perform the following functions on behalf of the COGCC:
 

-          Space Needs Assessment
-          Marketplace search
-          Lease negotiation
 

The OSPB is currently placing an official limit on new space leases at two (2) year terms to
maintain flexibility for agencies.  COGCC staff is working closely with CPC on a very tight
timeline for a solution on a new office space lease.

 
®         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, 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.

 
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.

Contacts
§    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 been added.

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 Commissioners.

o       Rules
§    This page contains links to the Commission statute, Rules and Regulations,

and policies.
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o       Orders
§    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
§    Current and previous staff reports, with attachments, are viewable here.

 o       Permits
§         This application shows the last 12 months of approved permits and current

pending permits; it may be filtered by county.
o       Database

§    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

§    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.

§        The  spacing  orders  are  being  evaluated  and  posted  on  the  maps,  with
approximately one third of the state having been reviewed.

o       Reports
§    This area is still in development; the application malfunctions.  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.  COGCC staff utilizes the same
applications in its 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
affiliations (companies, contacts, staff).

§    The database cleanup project  has been halted,  with  almost 35,000 historic
well  records updated.  The project was stopped due to funding availability. 
There are a little less than 28,000 well records that have not been updated.

o       Form Processor
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§    This  set  of  applications  allows  users  to  input,  route,  edit,  and  update
regulatory reports submitted by oil and gas operators.

o       Geographic Information Systems (GIS)
§    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.

§     The GIS Administrator creates daily updates for the Internet map application.
 
o       COGIS Tools

§    This set of applications allows COGCC 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.  The deployment of this system
was delayed due to some technical database issues; it is anticipated that these issues will
be resolved and the deployment will be in March 2004.  This system will consist of Internet
applications, form processor and other specific tools necessary for field staff to automate
data collection and information requirements on a laptop or tablet computer. 

 
·                    Electronic Business

o       There are approximately 175 operators reporting production electronically. 
o   An  Internet  available  production  report  application  that  uses  an  XML data

transfer  mechanism is  being  tested  by  staff  and  will  soon  be available to
industry.  The XML file structure is the same as that in use 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 March 2004.

 
·                    Problems 

o       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.  These issues will  be resolved and the system will be
more functional in the near future.

o       The website was moved to the server and has been stable for the last month. 
If any un-repaired links are discovered please let us know.
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HEARING DOCKET: April, 2004 prelim
Page 1 03/18/2004

No. Cause
Applicant/Attorney
or Representative

Date
Rec'd

Field
Formation

County Matter Remarks

0403-AW-05 112
Four Star Oil & Gas
Company/  William A. Keefe 01/29/2004

Ignacio Blanco
Fruitland Coal

La Plata

Request for an order to allow a second well to be completed in
an existing 320-acre drilling and spacing unit in the S1/2 of
Section 12, Township 33 North, Range 10 West, N.M.P.M. Continued from March

0404-SP-02 440
Williams Production RMT
Co./  William A. Keefe 02/27/2004

Parachute
Williams Fork

Garfield

Request for an order to segregate the 320-acre drilling and
spacing unit consisting of the N1/2 of Section 6, Township 7
South, Range 95 West, 6th P.M. into two 160-acre drilling and
spacing units consisting of the NW1/4 and NE1/4.  

0404-SP-03 512
Petrogulf Corporation/
Charles Carpenter 03/01/2004

Purgatoire River
Raton & Vermejo

Las Animas

Request for an order to establish 80-acre drilling and spacing
units for the W1/2 NW1/4 of Section 15 and the E1/2 NW1/4 of
Section 22, Township 33 South, Range 67 West, 6th P.M.,
and to pool one working interest owner. Continued to July

0404-SP-04 112
CDX Gas, LLC/
Michael J. Wozniak 03/01/2004

Ignacio Blanco
Fruitland Coal

La Plata

Request for an order to vacate the 320-acre drilling and
spacing units and the 990 foot setbacks in Sections 11 and
14, Township 34 North, Range 6 West, N.U.L, N.M.P.M. and
to establish Sections 11 and 14 as one approximately 939-
acre drilling and spacing unit with 660 foot setbacks and to
pool unleased mineral interest owners.  

0404-RM-01 1R Commission Motion 02/19/2004 Statewide

Proposed amendments to Rules 303., 303.a., 303.d., 303.k.,
303.l., 305.b.(4), 308A., 310A., 312., 319.b., 321., 502., 503.b.,
522., 706., 802., and 909.f.  

0404-OV-20 1V Staff Recommendation 03/18/2004 Logan

AOC - Rules 324A.a., 906.b., 907.a.(1), and 907.c.(2), failure
by Fritzler Resources to prevent significant adverse
environmental impacts to air, water, soil or biological
resources, to prevent the unauthorized discharge or disposal
of E&P waste, to report the spill/release as required by the
June 2, 2003 field inspection, to ensure that E&P waste is
properly stored, handled, transported, treated, recycled or
disposed to prevent threatened or actual significant adverse
environmental impacts, and for disposing of produced water in
an unauthorized manner at the Fehringer #1 tank battery
located in the NW1/4 NE1/4 of Section 28, Township 12 North,
Range 52 West, 6th P.M.  
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