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MONTHLY STAFF REPORT
April 19, 2004

l. STATISTICS
Our monthly statistics report is attached. (page 1, page 2, page 3) Based on approvals to date,

the approved Applications for Permits-to-Drill (“APDs”) for calendar year 2004 are projected at
an annual total of 2600.

I NORTHWEST COLORADO

Attached are newspaper articles of local interest. ("Couple getting gassed out....", "Garfield
County's rising....", "COGCC seeks nominations....", "Grant allows Parachute....")
® 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 the Battlement Mesa Activity Center. (Please note
—this is achange from the previously announced date of May 20).

Tentative Agenda items for the next meeting include:

State, Federal, County, and Industry Updates on NW Colorado Oil and Gas Activity
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 Participation in the Club 20 Annual Spring Meeting

The COGCC was invited to participate at the Club 20 Annual Spring Meeting in Grand Junction
on March 19-20, 2004 by presenting an exhibit display and by serving on a panel discussion.
Brian Macke participated on behalf of the COGCC in the panel discussion about “Balancing the
Role of Counties with State Oversight of Oil and Gas Permits” during the “Tapping Colorado’s
Oil and Gas Potential” session. Other participants on the panel included Garfield County Oil
and Gas Auditor Doug Dennison, Bureau of Land Management Glenwood Springs Resource
Area Manager Jamie Connell, and Ken Wonstolen with the Colorado Oil and Gas Association.
With a record attendance at the meeting, including many leaders from government and
industry, the meeting was a very good opportunity for providing information about COGCC
activities and oil and gas development in Colorado.

® Mamm Creek Gas Field - West Divide Creek Gas Seep

See attached West Divide Creek Gas Seep status update.

. NORTHEAST COLORADO
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Environmental Assessment of Pits 2004

In 1997 the U.S. Environmental Protection Agency (“EPA”), the U.S. Fish & Wildlife Service
("*FWS”), and the COGCC worked together on a project that investigated oil and gas operations
along the routes of migratory birds in the Rocky Mountain Region. In particular, large produced
water pits with oil on the surface were identified by using aerial reconnaissance. Subsequently,
EPA, FWS, and COGCC personnel inspected selected sites and issued Notices of Alleged
Violation where applicable.

The EPA had intended to conduct a follow-up to this effort during 2003. However, the project
was postponed. The EPA with COGCC cooperation initiated the follow-up aerial
reconnaissance on April 6, 2004.

V. SOUTHWEST COLORADO

Fruitland Coal Water Well Notice

At the last COGCC hearing, there was commission discussion concerning the drilling of water
wells in the Fruitland Coal Formation. The Commission and staff were concerned that some
homeowners may drill water wells into the Fruitland Coal without adequate knowledge of the
safety issues involved with having a Fruitland Coal water well.

On April 7th, COGCC staff met with staff from the Division of Water Resources (“DWR”) to
discuss this issue. It was determined that the best way to notify potential Fruitland Coal water
well owners was to prepare an educational pamphlet to be distributed by the DWR with water
well permits and to water well contractors in La Plata and Archuleta Counties. The pamphlet
will be developed with input from the COGCC, DWR, and the counties.

The COGCC staff is working on the first draft of the educational pamphlet. The DWR will try to
count the number of wells that could be completed in the Fruitland Coal Formation.

® GORT Meeting

A GORT meeting was held in La Plata County on March 25, 2004. Debbie Baldwin and LT
Environmental provided an update on the results to date of environmental monitoring required
by COGCC Order Nos. 112-138, 112-156, and 112-157. In addition, Dr. Rusty Riese — BP
America, presented the results of his ongoing research on the hydrocarbon system of the
Fruitland Formation, which generated a great deal of audience comment. He will be making the
same presentation to the COGCC at the May 24, 2004 hearing.

The meeting was very well attended with approximately 40 people including representatives of
industry, SUIT, BLM, La Plata County, San Juan Citizens Alliance, Oil and Gas Accountability
Project, and other concerned citizens. Thanks to the La Plata County Energy Council for its
help in notifying people about this meeting.

V. ENVIRONMENTAL ISSUES

Rule Making by the Water Quality Control Commission (WQCC)

In our ongoing process of resolving discrepancies between the EPA requirements for UIC
programs and the WQCC standards and classifications for ground water, Bob Chesson, Debbie
Baldwin, and Ed DiMatteo have continued to work with staff from both agencies. New
site-specific ground water classifications and standards were adopted on March 9, 2004. The
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new rule applies to the Middle Oil Sand zone of the Wasatch Formation at the Hiawatha Field in
Moffat County (WQCC Rule 42.7.(53)).

VI. ORGANIZATION

® Staff Organization

Our current organization chart is attached.

VII. 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 gth 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.

® May Hearing Docket

A preliminary docket for the May 24 & 25, 2004 hearing has been provided. The May hearing

will be held in Greeley in the Community Room at City Hall, 1000 10" Street. 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 April 8, which was also attended by Brian Macke. The county representative
working meetings have been focused on the development of a common list of local government
concerns that the local governments would like to have addressed through gathering line

30f8 12/1/2010 11:27 AM



TO: COGCC Commissioners http://cogcc.state.co.us/Staff Reports/2004/04-19-04.htrr

regulation.

Inactive Wells Review Update

COGCC staff has complied a report identifying excess inactive wells as defined by Rule 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 asked the operators to provide a schedule for mechanical integrity testing
for wells that have been shut-in for two (2) years.

COGCC staff has received additional financial assurance from two (2) operators and has
received written correspondence from fifteen (15) operators indicating their willingness to comply

with the requests in the March 2"d |etter. Staff has also discussed the contents of the letter with
three (3) other operators who have indicated their willingness to comply with requests in the

March 2™ letter.

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

COGCC staff and Commissioners were present to provide a briefing to the Joint House and
Senate Agriculture and Natural Resources Committee on March 24, 2004. COGCC
Commissioners attending the briefing included Chairman Peter Mueller and Tom Reagan, and
staff included Rich Griebling and Brian Macke. The COGCC provided a presentation on public
information, education, and outreach activities that are conducted through educational
presentations, brochures, and the COGCC website. The COGCC Commissioners and staff also
responded to questions and comments from the Committee members about oil and gas
development issues that have been raised by their constituents.

® 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.
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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 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 current office space lease in the Chancery Building will expire on August 31,
2004. The Office of State 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

In its approval of the COGCC request to the OSPB for an exemption to a state Executive Order
regarding new office space leases, State Buildings Real Estate Programs made a
recommendation that the COGCC utilize the services of CPC to compile competitive lease rate
information for a short term lease (not to exceed two years), including a financial analysis of
options that considers both re-leasing the current space at the Chancery Building and moving to
another facility. COGCC staff is working closely with CPC on a very tight timeline for a solution
on a new office space lease. COGCC staff met with the CPC representative on April 8, 2004 to
review lease proposals from the Chancery Building as well as several other office space
facilities, and tentatively scheduled site visits to the other facilities for either April 15 or 16. CPC
is working with COGCC staff with a goal of providing State Buildings and the OSPB with a
report of the analysis and a recommendation by the end of April 2004.

® 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.

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
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statistics are available here.
o 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
geographic areas of responsibility for staff.

o Library
8 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 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

§ 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

§ 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.

o0 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.

8§ The spacing orders are being evaluated and posted on the maps, with
approximately seventy five percent (75%) of the state having been reviewed.

0 Reports

8 This area is still in development; the application malfunctions. The goal is to have

selectable data sets and statistical queries.
Local Area Network
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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

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

8 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

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 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

§ This set of applications allows 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; the deployment was again delayed although
significant progress has been made, it is anticipated to be completed in the near future. 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

0 There are approximately 175 operators reporting production electronically.

0 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 New servers have been placed in service to deliver the document images to the
Internet. The performance appears to be significantly improved. Please report
any problems to the COGCC so they may be corrected.
o0 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.
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VIIl.  VARIANCES

A variance was granted to Exxon Mobil Corporation for the Pinto Gulch Federal No. T68 — 18G
for Rule 317.i. which states “The operator shall ensure that all cement required under this rule
placed behind production casing shall be of adequate quality to achieve a minimum compressive
strength of at least three hundred (300) psi after twenty-four (24) hours and eight hundred (800)
psi after seventy-two (72) hours measured at ninety-five degrees Fahrenheit (95°F) and at eight
hundred (800) psi.” Because of the depth of the well, 14,690’, and the estimated bottom hole
circulating temperature of 240 degrees, high temperature retarders used in the slurry design
prevent the cement from achieving compressive strength in 72 hours at the lower 95 degrees test
temperature required in the rule.
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DRY HOLLOW — peggy
Utesch can stand in the middle
of her four-acre property, tum in
i circle, and point to a gas well
In every direction

Peggy and her husband, Bob
Utesch, live up Dy Hollow,
about 10 minuzes south of
downtown Slit.

Dry Hollow 1s 2 tucked-away
enclave. 3 bucolic seding full of
little bills and valleys. The wind-
ing dirt road out to the
Uresches' place is almost like a
roller coaster, as it follows the
natural curves of the jand.

“This was my dream,” sald
Peggy, looking around at the
commanding views af moun
tains and sky. "We wanted to
move out 1o the country and
live a quiet lifestyle, We wanted
a garden,

In 2000, when the Utesches
purchased thelr property. Dry
Hellow seemed like the ideal
setting,

Bul now, just four years later,
they'te putting their house and
propesty up for sale — and those
Fas wells Peggy can point to in
every direction are the reason
whiy.

“1 understand the gas indus-
try wanting to come in here,”
Feggy sard, “But this is industr.
al development — and it is not
appropriate in an agriculturai
and resldential are.

in the bull's-eye

When the Utesches bought
their dream property, they did
n't know what a mineral right
was. They didn’t know that just
hecause they bought four acres
with a house, an outbuilding
ond & wetlands area where birds
come io aest, they didn't own
the minerals underneath the
land.

They do now.

"At the ume, there was no
such thing as mandatory disclo-

sure,” said Bob, of the year-old
[aw requising property sellens to
disclose whether mineral rights
are included in a propeny sale.
“We didn's even know 1o ask.”

That's because in 2000, there
were no gas wells in sight of the
Utesches” land.

“We could see some stuff way
off in the distance in the Mamm
Creek and Hunter Mesa agens,”
Poggy sald. “But that was five
miles away. There was nothing
on Dry Hollow,

Bob sald two years ago, the
couple started secing gas activity
coming closer.

“The taps of the demicks were
Just coming over ke hill,” Bob
said

Around same time, the
couple heard from one of their
neighbors

“They wanted him to lease
his mineral dghts 1o them,” Bob
said, "and he was outraged,”

With  activity  decidedly
ramping up awound them, the
Utesches decided to get together
with concemned neighbars.

They alsa became members
of the Grand Valley Citlzens
Alliance, a grasso Organiza-
tion startéd in 1997 as a result of
lhl: Colorado Gas and (')II (‘

the density of gas well; 1n the

arachute area.
The Uresches were svon
shocked at what they leamed.

(Top) A gas well near the
Utesch home in Dry Hollow
appears to be in their neigh-
bors’ backyard, The rig Is actu-
ally 150 feet from the resi-
dence, the minimum distance
required by law. (Left) Pegay
and Bob Utesch describe how
the gas companies have
maved in aver the past four
years, changing the landscape
af their once-peaceful proper-
ty in the Dry Hollow area
south of St

Fot indépendent Pl XELLEY COX

“I remember Randy Udall
telling us that our property was
right in the middie of one of the
richest known pockels of natu-
ral gas,” said Bob. "He told us,
“You're right in the bull's-eye.”

Communicating

An old sign with the words
“Iohn’s Drive” sands at the
junction of County Road 331
and three smaller side joads,
next 1o A newer handmade
wooden tign with *Nabor's Rig”
and an arrow stenciled on it

The Utesches' place, which
includes a livtle house, a shop,
an alder cutbullding and a nat-
wial wetlands, is just off 10 the
lett.

Recently added Is a new cedar
fence that runs the length of the
Utesches' property, along John's
Drive.

“EnCana put that up 1 ouy
request,” Feggy said, adding the
couple was "getting choked by
dust,” as well as dealing with
Prvacy lssues, too, with drivers
sometimes luuhns into their
windows,

Feggy sald 1o EnCana’s credit,
the company is becoming more
open to dealing with conflicts
with people affected by the
COmpany's gas activir

“Sher Long is ¢
s0n.” Peggy sald ‘Gm's reped
EnCara come a long way in
communicating with us and
with others.”

Today, water trucks, plckup
trucks and big gas industry
trucks jumble along John's
Drive, 1 and from two new gas
wells within sight of the
Utesches. Cine of the rigs s just
150 feet from s neighbor's
house,

“They have to be at least 150
feer away from any existing
houses of structures,” Peggy

said

“Since the rgs are 120 feet
tall. that gives them 30 fest of
clearance if they fall over”

Not moving far

The Utesches love this ares —
they moved to Glenwood
Springs in 1986, and they're
ettablished here — so they're
not moving far

“We're looking up on St
Mesa,” Bob said

In the meantime, the
Utesches can suill look out from
their deck and 1ee gas weils, but
also the pheasant In their wet-
lands. They can hear the mead-
owlarke and bluebirds sing
above the groan of diesel
ENgings in the distance.

“We'd still sather lve here
than on Grand ﬁ\frulr or any-
whaere In Denver,” said Bob,

They said their place might
be the perfect home for a “gas
guy,” sid Feggy.

“We're thinking of putting
up a big sign that ays, ‘If you
lived here, you'd be home by
now,” she said with a smile

Contact Carrie Click: 458515, pre. 518
srlick@possindepsndent.com
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COMMENTARY

Garfield County

s rising oil and

gas taxes aren't really a windfall

Garfield County would like to take this
opportunity to address the Post Indepen-
dent editorial on the oll and gas industry
that appeared on Feb. 27, We belleve fur-
ther clarification is required on the flow of
funds Into public agencies.

It is true that valuations for gas produc-
tion could increase substantially in 2004
due to the high gas prices that prevailed
during 2003, These revenues (which low
primarily into the county as property taxes
and result from increased oil and gas prop-
erty valuations) will not be realized until
the year 2005. This is simllar to property
taxation for your home or business, in that
the property taxes due this year are based
on the 2003 valuation.

Qil and gas property taxes, like all other
property taxes, are distributed to all of the
traditional taxing entities. Typleally schools
receive 50 percent of the funds. Garfield
County receives 24 percent. The remaining
26 percent is divided between fire, water,
hospital and other special districts, Col-
orade Mountain College and municipali-
ties.

Overall, property tax assessments were
flat in 2003, and this has adversely impact-
ed the 2004 budget.

Flat property-tax revenues have been a
direct result of the general economic condi-
tion of the Colorado and of the United
States as a whole, in the aftermath of Sept.
11, 2001.

The impact of flat property-tax revenues
has also been amplified by substantial cuts
in both federal and state funding for a vari-
ety of services provided through the coun-
ty. These state and federal cuts are particu-
larly prevalent In the general fund (a $3
million impact), from which a majority of
services are provided to the public.

In the near term, the county will be able
o absorb the revenue shortfalls in the gen-
eral fund based on the fund balances built
up over the past five years. However, If the
county has another year of diminished state
and federal funding in 2005, thea%enem]'
tund balance could be seriously affected.

Should the county (including all entities
that rely on these taxes) realize a $12 mil
lion increase in property tax revenue from
increased oil and gas activity, the resulting
revenues to county government would only
amount to approximately $2.8 million. This
amount would not even cover the $3 mil-
lion shortfall currently experienced in the
general fund.

Of the 24 percent of property taxes that
flow to the county, the following distribu-
tion is in the 2004 budget: 74.8 percent
general fund, 10.2 percent sacial services,
8.2 percent capital fund, 3.6 percent road

and bridge fund, 2.9 percent retirement
fund, and 0.3 percent to the refund and
abatements fund.

These percentage distributions can
change slightly on an annual basis based
on budgetary need. However, the voter-
approved mill levy of
13,655 mills cannot
change without the
approval of county
voters. The county is
under another con-
straint from “TABOR"
in that any increase
in property tax rev-
enues from one year
MY SIDE to the next, in e:{ceas
- T of 5.5 percent, can
BY DALE HANCOCK only be spent on cap-

ital improvements.

If the $12 million

in increased revenue
were a reality, the resulting $2.8 million
that would accrue to the county would be
an increase of 22.2 percent over revenues
expected In 2004. This would exceed the
5.5 percent allowed under TABOR and state
statute.

The result would be that most of the
additional revenue (approximately $2.1
mililon) would be restricted to capital
expenditures only, and could not be used
for maintaining other county services,

The county needs to invest in key infra-
structure improvements aver the next cou-
ple of years.

These include replacing the Taughen-
baugh Building in Rifle, remodeling or
replacing the state court building in Rifle
(the county is required under state statute
to provide space to the state court system)
and funding the county’s portion of the
runway-improvement project (10 percent of
the total costs) at the Garfleld County Air-
port.

Although the additional property tax
revenues would not fully mitigate the gen-
eral fund shortfall, their assignment to the
capital fund would be extremely beneficial
to the county at this time.

As you can see, the possible impact of
the increased oil and gas activity and result-
ing property tax revenue increases are nec-
essary to reduce the shortfall in annual
operating expenses of the county and to
assist in the required capital projects over
the next two to five years.

Unfortunately, the potential increase in
property tax revenues would not result in
an immediate windfall of excess revenues.

— Dale Hancock of Glenwood Springs i the oper-
otions director for Gorfield County government.
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COGCC seeks
nominations
for yearly awards

Telegram Staff Report .

Each spring, the Colorado Oil and Gas
Conservation Commission (COGCC) places a call
for nominations for Its yearly Outstanding
Operator Awards.

The awards honor members of the oll and gas
industry in Colorado for 2003 projects that merit
special recognition based on extraordinary
achievement in any of the following areas: explo-
ration, water quality protection, production
enhancement, surface owner impact mitigation,
enhanced recovery, noise impact mitigation, new
technology application, visual impact mitigation,

: well completion/simulation,

0 reclamation, horizontal

Nominations drilling, E&F waste manage-

P ment, optimization and cost

must he remed reduction, local government

no later than coordination, pipeling/gath-

. ering system profects, com-

lI.IIIE 1! 2'm"'l n munity relations and envi-
the COGCC office ronmental protection.

Any oil and gas operator
in Denver. . or other Interested stake-
R holder may nominate a
company for an award by
submitting to the COGCC a detailed narrative of
the gualifying project, including photos, diagrams
and other appropriate -infermation. Nomination
forms are available at the COGCC Web site at
www.oil-gas.state.co.us.

Nominations must be received no later than
June 1, 2004, in the COGCC office at 1120 Lincoln
5t., Suite 801, Denver, CO 80203. COGCC staff will
review all nominations, collect relevant data, con-
duct field inspections as appropriate and present
findings to the commission for final recommenda-
tion of awardees. Award presentation will take
place Aug. 10, 2004 at the Colorado (3l and Gas
Association’s Rocky Mountain Natural Gas
Strategy Conference and Investment Forum.
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LOCAL

Grant allows Parachute
library to remodel, expand

BY CARRIE CLICK
Post Indspenient Staff

Parachute Branch Library is ready for its
over-haul.

On March 10, the Colorado Department of
Local Affairs approved a $200,000 grant to expand
and remodel Parachute’s library, at 244 Grand Val-
ley Way in Parachute next to Parachute Town Hall.

Jaci Spuhler, director of the county's library
system, said the project will begin in April and
is expected to be completed in five months.

Good news

Spuhler is particularly pleased to have secured
the DOLA grant in a time of dwindling resources.

“All Colorado libraries took an enormous
hit as a result of Gov. Owens’ state budget cuts
last year,” she said,

Because of those cuts, Spuhler was only able
ta-secure $227,000 in state library funding,
even though the library's total construction
budget was $427,000.

That’s where the DOLA grant filled in,
bringing in the remaining $200,000.

DOLA's nine-member Energy and Mineral
Impact Assistance Advisory Committee recom-
mended- approval after Spuhler presented the
grant proposal.

The DOLA grant is specifically for commu-
nities like Parachute that have been impacted
by the energy and mineral industry. Funds
come from federal mineral lease proceeds.

“The need for library services by the person-
nel and families of energy- and mineral-related
industries was the impetus for bullding the
Parachute Branch Library 20 years ago,” Spuh-
ler sald. “With the resurgence of these indus-
tries In the last five years, the stress on services
oifered due to increasing population growth
has made a bullding expansion a necessity.”

Doubling the library

Library administrators have retained Chuck
brenner of C.F. Brenner Architecture in Glen-
wood Springs as the architect for the library’s
expansion and remodel.

But before breaking ground, Spuhler needs
to complete the necessary grant paperwork to
obtain the funds. And Brenner and library
administrators need to make the final selection
of a contractor.

The construction project will double the
existing building’s square footage from 2,000
to 4,000 square feet, and will involve remodel-
ing the library's interior.

“There will be ergonomic circulation and
computer desks, space for readers, a children's
section, and a drive-up book drop and service
window,” Spuhler said.

Spuhler said she Is pleased and relieved to
secure the grant, especially because of the
explosive growth in the Parachute area. Paa-
chute now has 1,300 residents, and Battlement
Mesa has 3,500 — all sharing the library.

“The population growth in Parachute and
Battlement Mesa has more than doubled since
the original library building was completed in
1982," she said. “And we've had a 400 percent
increase in children’s summer reading pro-
grams in the past four years.”

Spuhler said she and library board members
are aware that all of Garfield County’s libraries
need renovations.

“You name it, and we've outgrown it,” she
said of the county libraries located in Para-
chute, Glenwood Springs, Carbondale, New
Castle, Rifle and Silt.

Of all the libraries, however, Spuhler said
Parachute’s needs were the greatest.

Conlact Carrie Click: 345-8515, ext. 518
eelick@postindependentcom
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Mamm Creek Gas Field - West Divide Creek Gas Seep — April 14, 2004 Update

On March 30, 2004 Jaime Adkins, COGCC Northwest Area Engineer received Sundry Notices from Encana Oil & Gas
(USA) Inc. (“Encana”) regarding their plans for remedial cementing of two recently drilled gas wells, the Schwartz
2-15B and the Brown 11-2C. These wells are located, respectively, in Sections 2 and 11 of Township 7 South, Range
92 West. Mr. Adkins contacted Encana and inquired why this remedial work was necessary. He was told that Encana
was not satisfied with the production casing cement jobs in these two wells. After inquiring about whether bradenhead
pressure had been measured in these wells, he was told that high gas pressures had been measured in the bradenhead
annular spaces of both wells. The bradenhead pressure in the Brown 11-2C Well was approximately 300 psi, when
vented it blew down to atmospheric pressure, but quickly built back up to 300 psi once the bradenhead valve was shut.
The bradenhead pressure in the Schwartz 2-15B Well was approximately 500 psi, but it would not blow down. At this
point Mr. Adkins told Encana to proceed with the remedial cementing of the Brown 11-2C, but prior to initiating the
remedial cement job in the Schwartz 2-15B, he required they run noise and temperature logs to define more closely the
zone from which gas was entering the borehole. Remedial cementing of the Schwartz 2-15B was completed on April 5,
2004 and remedial cementing of the Brown 11-2C was completed on April 7, 2004.

On April 1, 2004, Mr. Adkins was notified by concerned citizens that gas was bubbling up in West Divide Creek and in
a couple of ponds located in the northwest quarter of Section 12 of Township 7 South, Range 92 West. Mr. Adkins
responded immediately by notifying Encana, traveling to the site, meeting with concerned citizens, and inspecting the
area. As he had been informed, gas was bubbling vigorously up through the water in the creek and to a lesser degree in
the ponds. An Emergency Response Team from the local Fire Department was also on site in response to a notification
from the US EPA. After discussion with Mr. Adkins, they agreed that investigation of the cause of this gas seep should
be handled by COGCC personnel. In addition, Mr. Adkins discussed the situation with Colorado Division of Wildlife
staff who also inspected the site.

Mr. Adkins apprised the COGCC environmental staff of the situation and on April 2, 2004 Bob Chesson, COGCC
Environmental Protection Specialist, with adjacent property owners and with Encana and Garfield County personnel,
inspected the site and collected gas and water samples from West Divide Creek. In addition, he collected a sample of
the production gas from the Twin Creek 1-15B Well and samples of the bradenhead gas from the Schwartz 2-15B Well
and the Brown 11-2C Well. The West Divide Creek water sample was submitted to Evergreen Analytical Laboratory
for analysis of benzene, toluene, ethylbenzene, and xylenes (“BTEX”), pH, and total dissolved solids (“TDS”). The
four gas samples were submitted to Isotech Laboratories, Inc. (“Isotech”) for compositional and stable isotopic
analysis.

On April 5, 2004, Mr. Adkins collected a bradenhead gas sample from the Morgan 12-14B(N12) Well, which is also
located within one mile of the gas seep. This sample was also submitted to Isotech for compositional and stable
isotopic analysis.

On April 6, 2004, COGCC staff received the results for the water sample. Benzene, toluene, and m,p xylenes had been
detected at concentrations of 99, 100, and 17 micrograms per liter (mg/1), respectively. This indicated that the gas
seeping into West Divide Creek probably was not biogenic methane gas (gas made by the decomposition of organic
matter by methanotrophic bacteria), but rather thermogenic gas. At this point Debbie Baldwin, COGCC Environmental
Supervisor, notified the Colorado Department of Public Health and Environment - Water Quality Control Division
(*“WQCD?) as required by our interagency Memorandum of Agreement and prepared to return to the site. On April 8,
2004, COGCC staff received the results of the gas analyses for the samples collected from West Divide Creek, the
Schwartz 2-15B bradenhead, the Brown 11-2C bradenhead, and the Twin Creek1-15B production gas. Comparison of
the analytical results showed that all four gas samples had similar stable isotope ratios and composition. This indicated
that the gas in the bradenheads and the gas seeping into West Divide Creek are thermogenic gas from the Williams Fork
Formation.

On April 8, 2004, Ms. Baldwin met with Encana personnel and their environmental contractor (Cordilleran Compliance
Services, Inc.), along with Garfield County personnel and adjacent property owners. Using a March Il GPS she

surveyed and mapped approximately 0.5 miles of West Divide Creek from a place approximately 300 feet upstream to
an in-channel beaver pond approximately 2,000 feet downstream of the main seeping area. In addition, two stock ponds
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(lower and upper Langegger ponds), in which gas bubbles had been observed, were mapped. Ms. Baldwin collected
four surface water samples to characterize water quality upstream and downstream of the main gas seep area and in the
two stock ponds. These samples were submitted to Evergreen for analysis of BTEX, methane, TDS, major anions and
cations, and a number of other parameters. BTEX was not detected in any of these four surface water samples.
Methane was detected in all four samples, with the highest concentrations of 0.76 milligrams per liter (mg/I) and 0.1
mg/l detected in the lower and upper Langegger stock ponds, respectively. In addition, Ms. Baldwin collected gas
samples from the lower and upper Langegger ponds for stable isotope and compositional analyses. It is anticipated that
the analytical results from these two samples and the bradenhead gas sample from the Morgan 12-14B(N12) will be
available by April 16, 2004.

On April 9, 2004, Ms. Baldwin collected samples from four water wells, three for landowners who, at that time, did not
want Encana’s consultant to sample their wells, and one for a landowner whose well was located approximately 2 miles
from the seep area. These samples were submitted to Evergreen for analysis of BTEX, methane, TDS, major anions
and cations, and a number of other parameters. BTEX was not detected in any of these four water well samples and
methane was detected in all four water well samples. Although the methane concentrations are relatively low, an
attempt will be made to collect gas samples from two of the water wells for stable isotope and compositional analysis in
the near future.

Concurrently, Encana and the COGCC are conducting other activities to protect public health, safety, and welfare and
the environment and to understand more completely what subsurface conditions led to this event and how to ensure that
something like this does not occur again. Encana has developed and is implementing a Plan of Action to mitigate the
impacts of the gas seeping into West Divide Creek, to monitor water wells and natural springs within an approximately
1 mile radius of the gas seep, to supply landowners with drinking water, to prepare a soil gas map that delineates the
extent of the seep beyond the boundaries of West Divide Creek, and to survey and sample East Divide Creek. Mr.
Adkins is reviewing Encana’s records related to the drilling and completion of the four gas wells within a one mile
radius of the gas seep.

On April 12, 2004, Brian Macke, COGCC Deputy Director, Mr. Adkins, and Ms. Baldwin briefed the Garfield County
Commissioners about the ongoing investigation of this incident and the results to date of the environmental sampling.
Later that day they met with Mr. Pepi Langegger, who owns the property on which the seep has occurred, to discuss his
concerns and to update him on the COGCC'’s investigation. On April 13, 2004, at two separate meetings, Messrs.
Macke, Adkins and Chesson, and Encana personnel met with the affected landowners and the Grand Valley Citizens
Alliance to update all interested parties on the mitigation measures and ongoing environmental monitoring. In addition,
COGCC staff is keeping the WQCD apprised of ongoing developments.
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COLORADO OIL & GAS CONSERVATION COMMISSION
2003 OUTSTANDING OIL & GAS OPERATIONS AWARDS

CALL FOR NOMINATIONS  (Due June 1, 2004)

CATEGORIES:  Exploration Water Quality Protection
Production Enhancement Surface Owner Impact Mitigation
Enhanced Recovery Noise Impact Mitigation
New Technology Application Visual Impact Mitigation
Well Completion/Stimulation Reclamation
Horizontal Drilling E & P Waste Management
Optimization & Cost Reduction Local Government Coordination

Pipeline/Gathering System Projects Community Relations
Environmental Protection

@ Other categories selected by the Commission ~»
PROCESS:

Nomination Any oil & gas operator or other interested stakeholder may nominate a 2003
Outstanding Oil & Gas Operation by submitting the below nomination form to:
€OGCC, Attention: Morris Bell, 1120 Lincoln Street, Suite 801, Denver, CO
80203, no later than June 1, 2004. Some phase of the nominated operation
should have accurred in 2003,

Review COGCC staff will review all nominations, collect relevant data, make field
inspections as appropriate, and provide comments to the Commission,

Selection The Commission will coordinate selection of award recipients by July 13, 2004.
Presentation  Awards will be presented by the Governor or a Governor's Representative.

NOMINATION FORM

http://cogcc.state.co.us/Staff _Reports/2004/April_04/Nom. Form.jpg

COMPANY:

ADDRESS:

CONTACT PERSON: PHONE:

OPERATION LOCATION:

OPERATION DESCRIPTION: (attach detailed narrative, photo, diagrams, data and other appropriate information)
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|. PENALTIES ASSESSED/PAID

#ol # of Orders Paid

Orders  $ Amount #of Orders through $ Amount of Assessed Penallies
Fiscal Year Issued Assessed ¥ of Ordars Paid § Amounl Pald  Weived S Amount of Orders Wawed Later U
90-81 4 $32.300 4 $32 300 0 30 na 50
9192 o 30 ] 3¢ [ s0 nia §1,500
92-63 6 $10.000 2 38,500 0 50 na §47 608
03-84 12 $283,608 7 $105,000 ] 50 nfa $18,247
94-85 1 $63.817 4 521,805 4 $138,000 nia jo
95-96 28 $238,250 19 $154,000 3 $20,750 nia 50
56-97 13 $76,500 8 $20500 a 50 nfa $32,750
6788 30 £140,500 22 $74,750 "} $1.000 nfa 52,000
96-99 19 $74.000 18 $66.500 2 $25000 na $2.000
88-00 23 $110,500 12 $59,460 o $3.000 2 $11,000
00-01 18 $85,500 16 $30,6500 o $6,000 0 0
01-02 10 §38,000 5 523,000 0 30 0 50
02-03 28 $47,750 7 $24,750 o $0 (1] 30
03-04 23 $126,000 18 $76.000 a 30 0 $0
Totals 220 $1,320.725 142 $704,065 9 184,750 2 5115,105
Il. DELINQUENT PENALTIES

Date Penaty Refemed lo
Qrder Number  Issued Vielating Entlity Assessed Viclations Status Colleclions
V.38 031593 Gear Drillng Compary $2,000 Rule 305, 318 a.(2) Yes
V73 082394 Western Oll Company $2,300 Rule 217.a28 ‘Work completed par order Yes
v-82 06/1e/35 Joseph V., Dodge §14,000 Rules 210.b., 305., 307, 317 b.(3), 604 a.(4)  Bond forfeited 11/01/85 Yes
1Vv-83 11/21/85 Tipps Drilling Co $60,000 Rules 804 2 4. 602 e &1 $30,000 bond claimed 11/86/penally unpaid/No assels. Yes
w110 05/21/96 Kana Resources, Inc $3.500 Rules 503.a . 306. 317.b.1 AOC negotiated Yes
V114 08/04/88 Mr. Jim Snyder $10,000 Rules 308., 3171, APD District Court decision enfered/$10,000 bond claimed  Yes
1V-124 07/01/97  Nerdilhe Company Inc. $8,000 Rules 328.b.1., 319.b,, 2108 Yes
1V-132 11/24/87  Emos, Inc $24,000 Rules 318b 326 b $30,000 bond claimed 5/98 Yes
1V-187 01/05/99  Pacific Midland Production $1.000 Rule 326.b Bond caimed Yes
1V-170 03/25/9 Allen Cll & Gas, LLC $12,000 Rules 904, 908, 603.9.,008, §09.b.(2) &(5), 91C Work o be completed by July 1, 1998, Yes
w175 08/19/9¢  McCormick Ol & Gas Co. 518,000 Rules 1004, 319.b.(3), 326.b., 208, 308 MeCormmck in bankruptey-Bond claimed Yes
V77 08/1%88  Falih Enargy Exploration, Inc $3,500 Rules 208A. 308B , 326.b Bond Clzimed Yes
1191 02/15/00 Cascade Ol $1.000 Rule 326 b.(1) Bond claimed Yes
1v-202 1143000  Robert Ziegler $2,000 Rule 328.b Bond claimed Yes
1204 12/18/00  Allen Ol & Gas, LLC $60,000 Rule 326.b, 324A 2, 904, 905.. §06.6.(1), 906 Bond claimed Yes
V=211 05/31/01  Sierra Production $500 Rule 302.a Yes
w212 05/31/01  Caprice Ol B Gas Co $500 Rule 302 a. Yes
1v-218 01111702 Rocky Mtn Qpsrating Co. $2,000 Rule 328.b.(1) Yes
w218 0171102 Rocky Min. Operating Co. §1,000 Rule 326.b (1) Yes
1v-220 02/25/02 Woosley Oil Company §6,000 Rule 326.0, Yas
1v-221 03/25/02 Domar Qi & Gas, Inc. 36,000 Rules 302, 304 319.b. 704, Yeg
1V-227-1V-236 09/21/02 DJ Production Sves. Inc. $14,000 Rute 308, 310A.. 318.0 (1), 319.5.(2), 326.b. Yes
V237 08/21/02  DJ Produgiion Sves, Inc $1,500 Ruig 326 b Yes
1V-238 08/21/02  DJ Produstion Sves, Inc. $500 Rula 308 Yes
1V-240 06/21/02 DJ Production Svcs, Inc. §1,500 Rule 324A 3., 807.a., 910 a Yes
1V-245 08/02/03 _ Fredrick Shaffer $4,000 Rule 326 b. Yes

Total Penallies Pending Coflection  $255,800

12/1/2010 4:29 PM
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