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MONTHLY STAFF REPORT
July 12, 2004

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 (“APD's”) for calendar year 2004 are
projected at an annual total of 2700.

. NORTHWEST COLORADO

Attached are newspaper articles of local interest. ("10,000 wells...", "Annual Gas

Revenues...", "Drilling Efficiency...", "EnCana steps up..." "Energy Hungry...", "Gas

Consumption...", "New directions....", "Nuclear blast S|te , "On bucolic mesas....",
"Residents Object...")

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

The last meeting of the Northwest Colorado Oil and Gas Forum was held on May 27, 2004
at the Battlement Mesa Activity Center. The meeting was well attended by approximately
130 citizens, industry representatives, and state, federal, and local government
representatives. Commissioner John Ashby also attended the meeting. Agenda items for
the meeting included:

A West Divide Creek gas seep update by EnCana representatives and Colorado Oil and
Gas Conservation Commission (“COGCC”) staff.
A discussion of natural gas development project plans in the area near the former
Project Rulison site by Presco, Inc. representatives.
A Project Rulison monitoring and study update by U.S. Department of Energy staff.
- An update on Northwest Colorado oil and gas activity by COGCC staff, Bureau of Land
Management (“BLM”) staff, and industry representatives.
An update on the BLM Roan Plateau planning process by BLM staff.
A Garfield County oil and gas update and Garfield County Energy Advisory Board report
by Garfield County staff.

A report on recent COGCC rulemaking by COGCC staff.

Each presentation included a question and answer period, and a general open public
comment and question and answer period was also conducted.

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, August 26, 2004 at a location to be determined.

The Forum, which is co-chaired by COGCC Acting 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 adjusted if
changing circumstances create a need to do so.
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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.

® Mamm Creek Gas Field - West Divide Creek Gas Seep

COGCC and EnCana’s investigations of the gas seep in West Divide Creek continue. Since
remedial cementing of the Schwartz 2-15B Well on April 7, 2004, water sampling of the
West Divide Creek seep has shown a dramatic decrease in benzene concentrations from
the maximum concentration of 99 micrograms per liter (ug/l), which was detected on April 2,
2004, to non-detect on April 26, 2004. BTEX has not been detected in any of the creek
samples since late April 2004.

Previous observations by COGCC staff of the diminished aerial extent, volume, and activity
of the seep continues to be confirmed by ongoing inspections of the seep area by
representatives of the COGCC, Garfield County, and EnCana.

BTEX has not been detected in any of the water samples collected by either EnCana or by
the COGCC from approximately 50 water wells, springs, and ponds that are used for
drinking or stock watering. Methane gas has been detected in many of these, but this is
not unusual or unexpected because the water wells are completed in and the springs issue
from the Wasatch Formation, which is known to contain gas bearing rocks. Samples have
been collected from the water wells with greater than 2 mg/l methane for isotopic and
compositional analysis of the gas. The results of the isotopic analyses indicated that the
gas is not from the Williams Fork Formation and its presence appears to be unrelated to the
gas that was released from the Schwartz 2-15B Well. Water sampling is now conducted
monthly except for three domestic water wells where high concentrations of methane have
been observed. These three wells are being sampled on a weekly basis. EnCana
continues to supply water to area residences, as requested.

On April 19, 2004, the COGCC staff sampled a small spring discharge located in the
eastern bank of West Divide Creek adjacent to the main gas seep. Laboratory analyses
showed a concentration of benzene at 199 ug/l, and minor amounts of toluene,
ethylbenzene, and xylenes. EnCana immediately reinstated weekly creek water sampling
(sample frequency had been reduced from weekly to a monthly sample frequency).

From June 7 through June 14, 2004 EnCana conducted a soil-gas resurvey of the main
seep area. EnCana is evaluating the results and preparing maps, which will be submitted
to the COGCC soon.

During the weeks of June 28, 2004 through July 9, 2004 EnCana will be undertaking a
ground water investigation at the main seep area with the installation of monitoring wells
and the use of an “on-site” laboratory. The on-site laboratory will provide rapid analytical
testing of ground water samples and help focus monitoring well placement.

On June 29, 2004 and June 30, 2004, COGCC staff conducted additional water and gas
sampling from wells and surface water ponds in support of the continuing West Divide
Creek seep investigation.

EnCana has contracted with Colorado Mountain College’s (“CMC”) natural resources staff

to conduct a biological study to monitor aquatic life in the West Divide Creek and to
measure impacts, if any, to aquatic life from the gas seep. Data collection began on May
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10, 2004 and will continue monthly through August 2004. A second round of aquatic study
samples were collected on May 31 and June 1, 2004. Several residents in the vicinity of the
seep are providing input to the CMC study.

The COGCC has noticed a Hearing on the Alleged Violations of COGCC rules by EnCana
with regards to the West Divide Creek Gas seep and the Schwartz 2-15B Well. The Hearing
will be held at the Ramada Inn in Glenwood Springs, Colorado on Monday, August 16,
2004. The hearing notice has been provided to the interested parties.

The COGCC staff continues to provide updates regarding the West Divide Creek seep
investigation to the Water Quality Control Division (“WQCD?”) of the Colorado Department of
Public Health and Environment (“CDPHE”) pursuant to our existing Memorandum of
Agreement (“MOA”).

EnCana continues to comply with the moratorium on drilling and fracing activities within a
2-mile radius of the seep until COGCC approves resumption of these activities.

A recent update on the chronology of investigation and remediation actions (June 25, 2004)
was added to the COGCC webpage (Library — Piceance Basin Studies - Mamm Creek Gas
Field - West Divide Creek Gas Seep Updates).

1. SOUTHWEST COLORADO

® Order Nos. 112-156 and 112-157 - Ground Water Quality Evaluation
Since COGCC Order Nos. 112-156 and 112-157 were approved on July 11, 2000, operators
in the Ignacio-Blanco Field of the San Juan Basin have been sampling at least two water
wells prior to and after the drilling of optional additional coalbed methane (“CBM”) wells in
the Fruitland Formation. An evaluation of the data submitted by operators over the past
four years has been made by Dr. Anthony Gorody, Universal Geoscience Consulting, Inc.,
Cindy Scott, Consulting Hydrologist and COGCC staff.

The objective of the evaluation was to determine whether drilling optional additional wells
has had an impact on ground water resources. In particular, has the concentration of
methane in ground water increased? Field data and the results from major ion analyses,
gas chromatography, and stable isotope analyses of water, dissolved and produced carbon
dioxide, and dissolved and produced methane have been compiled in a COGCC database
for all samples collected since 1990. Results show that to date the drilling of optional
additional CBM wells has had no detectable impact on the dissolved methane
concentrations found in ground water throughout the Colorado portion of the San Juan
Basin.

Dr. Gorody and COGCC staff will be presenting the results of their investigation on July 12,
2004 during the COGCC hearing. This presentation will also be made at the next GORT
meeting in Durango, which will be scheduled sometime in late summer 2004. In addition,
the presentation is available on the COGCC website library.

V. ORGANIZATION

® Staff Organization

Our current organization chart is attached.
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Director Richard Griebling retired on June 30, 2004. Brian Macke has been appointed as
Acting Director by Department of Natural Resources Executive Director Russell George.
The Department will be initiating a competitive process to fill the vacant Director position in
the near future.

Also retiring on June 30, 2004 was Paula Neal, Fiscal Manager.

The Fiscal Manager position has been filled by Wendy Schultz, who began June 22, 2004.

Both Permitting Technician positions have been filled; Elaine Winick began June 15, 2004
and Dennis Ahlstrand began July 1, 2004.

We would like to welcome these new employees and look forward to working with them.

V. PLANNING/ADMINISTRATION/OTHER

® 2003 Outstanding Oil & Gas Operations Awards

COGCC staff has received several nominations for the 2003 Outstanding Oil & Gas
Operations Awards. These nominations have been reviewed and forwarded to you with
staff recommendations. Award presentation will take place at the Colorado Oil and Gas
Association’s (“COGA”) Rocky Mountain Natural Gas Strategy Conference and Investment

Forum. This will be the 8% year of this very successful program that recognizes
extraordinary efforts of oil and gas operators in a variety of categories.

® Public Outreach Opportunities

Deputy Director Brian Macke provided a presentation on the status of oil and gas
development in Colorado on June 10, 2004 at the annual meeting of the Independent
Petroleum Association of Mountain States (“IPAMS”) in Vail, Colorado. The presentation
was part of a panel discussion by the Rocky Mountain States Oil and Gas regulatory
agency directors as part of the Western Sates Policy Update portion of the meeting.

® Interstate Oil and Gas Compact Commission (“lIOGCC”) Appointments

The Governor's Office has appointed COGCC Chair Peter Mueller as the new Colorado
alternate representative to the IOGCC, and COGCC Acting Director Brian Macke has been
appointed to serve as the new official IOGCC representative.

® U.S. Environmental Protection Agency (“EPA”) Releases Hydraulic Fracturing Study Final
Report

The EPA has published a final report summarizing a study to evaluate the potential threat
to underground sources of drinking water from the injection of hydraulic fracturing fluids
into coalbed methane production wells. The report concluded that "...the injection of
hydraulic fracturing fluids into CBM wells poses little or no threat to USDWs..." and the
agency finds no reason for further study of the issue.

This completed study, which was released last month, culminates at least four years of
efforts by the EPA to evaluate the fracturing process and its effect on groundwater
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sources. "The EPA also reviewed incidents of drinking water well contamination believed to
be associated with hydraulic fracturing and found no confirmed cases that are linked to
fracturing fluid injection into CBM wells or subsequent underground movement of fracturing
fluids," the report states. Attached (page 1, page 2) is an EPA fact sheet on the final
report.

The web site address for the entire study is http://www.epa.gov/safewater
/uic/cbmstudy.html. COGCC staff was part of the peer review team.

® Yuma County Comments on Our Website
On July 12, 2004, former COGCC Director Rich Griebling received a complimentary letter
from Yuma County Assessor Diana Nyhoff regarding the use of our website information for
production verification and other applications.

® Coordination with the Southern Ute Indian Tribe and Red Willow Regarding the Regulation
of Oil & Gas Operations

The memo (previously mailed) from Rich Griebling to you of June 25, 2004 on the
referenced topic is attached (page 1, page 2) and posted on our website.

® Penalties Status

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

® Auqgust Hearing Docket

A preliminary docket for the August 16 & 17, 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 COGA and local governments working
through Colorado Counties, Inc. (“CCI") was convened late in 2003 to jointly develop
proposed COGCC regulations for gathering lines. The workgroup, which included
representatives from Weld, Garfield, Mesa, Gunnison, La Plata, Delta, Rio Blanco, Las
Animas, San Miguel, and Delta counties as well as industry representatives, met several
times to discuss gathering line issues and develop a rulemaking proposal to jointly bring to
the COGCC. COGCC Deputy Director Brian Macke was included in the meetings to serve
solely as a resource and to answer questions about COGCC regulation that arose in the
discussions. There was initially considerable progress made with the development of an
industry proposed working draft that was an expansion of the existing COGCC flowline
rules to include gathering lines. After concern arose by the county representatives that the
draft rules did not address a number of their concerns, the meetings became less frequent,
with the last meeting occurring on February 5, 2004. There has been no notification of any
future meetings, and it appears that the effort to craft rules jointly by the industry and the
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local governments has ceased.

® Draft Budget Requests

The following COGCC budget requests have been approved by the General Assembly and
have been included in the FY 04-05 Long Bill appropriations.

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 General Assembly took these other actions related to the COGCC:

$500,000 was 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.

® 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.

CPC has received a competitive offer by the Chancery Building for the COGCC to re-lease
the current office space for a two year term for the same lease rate as is currently being
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assessed. The two year term could be extended for an additional year for one dollar per
square foot more with a ninety day notice by the COGCC. No build-out allowance would be
available under these terms; however, the building management would perform some minor
repair as well as carpet cleaning. The COGCC has instructed CPC to recommend to the
OSPB that this offer be accepted. CPC has forwarded an information analysis and
summary related to marketplace alternatives, which includes the Chancery Building
re-lease recommendation, to State Buildings Real Estate Programs for their review and
recommendations to OSPB. The COGCC is currently awaiting a response to the
recommendation.

® 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 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.
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.

o

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

8 This application provides searchable capability to the Commission’s orders.
The search by location is still under construction as we create the map layer
for all spacing orders.
o Forms
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.
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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
8 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.
8§ The spacing orders are being evaluated and posted on the maps, with
approximately seventy five percent (75%) of the state having been reviewed.
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
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 Imaging
8 This application provides the capability to convert the paper documents
received by the Commission to electronically available documents.
8 A new index cleanup project is being started to cleanup and input the
document name in the index information in the hearing document images.
This project should be completed in a six month period.
o Form Processor
§ 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
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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 database synchronization problems; three laptops have been deployed
to field inspectors. While the application is still buggy, the feedback is that having
information available in the field is a tremendous asset. This laptop system consists of
Internet applications, form processor and other specific tools necessary for field staff to
automate data collection and provide information.

Electronic Business

o A new application to allow for the filing of digital logs on the Internet is being
developed to facilitate the collection of these large files. This application is
expected to be available in August.

o There are approximately 175 operators reporting production electronically.

o0 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 a DOE grant request has been submitted to fund the
development.

Problems
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.
VI. VARIANCES

There were no variances this month.
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BY DENNIS WERE
CESPT Wews Editar

Chil and gas development i
Grarliehd Connny still tosy e in
its indancy. But juediging by the
nuuthens, iy alieady going
panghusters,

i1 terms of annuat produe
teunn value, at nearly §1 Lilion,
s abreaddy nenly halt the size
of the citire: Colorads ski
Industry, and two-thinds the
stew of the state's hunting anl
lisling malusiry,

Abat hall of the neardv 70
il rigs in the state are drilling
here.

L5t ¥Car, Sht purmits were
Bsued tew news wells o the
county. This year, e than
S0 permits could Deomsued,
sabd Brian Macke, deputy
divector of the Colomdo O
arul Ly Conservation Com-
Inission.

As ol mid-Aprid, 204 adready
had Been tssued, De sdid. At
thit pace, the annual total
would reach FO0L

“I'd say at Jeast 650, Macke
Nabl.

“Phat's @ lot, isn't 1#2* he

autded,
The amount compares w0
2 permits ssuel in 2007,
353 I 2001 andd 2134 in 2000
Awtal of 1,372 permbts were
tssued in the county froem
TUL 1y 2801

Garfield € ounty oil atud gas
awlitor Doug Denrmisen agrees
this year's pertnits coubd reach
FO0L That comipares 1o just
e than 20,0000 gas wells
driiled natlonside in 2001,

[he county trend is i keepr-
ing with statewide permit
mambers, Last vear, 2,245 ol
dud gay well permits were
msued I Colorado, probably
ubout 85 percent for gas,
Macke said. This veur, Lhe
tnber could hit 2,600

COGCC records sinee 1964
<how the provious muodern-
day high was back duriog

as revenues near $1 billion

Pt drndiope

dent ot it NOELKER

A crew works a drilling rig in Garfield County, where the
value of gas production is nearing $1 billion per year.

anather energy boom, in
10K, when 2,378 pormits
Wt ivstred.

“We Loy antivipate that it
will brexk that recond” this
wear, Mucke s,
uelivld County accounted
fuar a full quarter of a1l porics
aed i the state st year
Weld County, which includes
Cireedey, Jed the state, with
ahout a thind of all peonits
.

Garficl! County i begin-
ning te nval Weld County in
drilling activity. As of carly
April, 68 rigs were drilling
statewide, 33 of them in
Ciarlield Courmty. Onby half as
many were active in Wild
County,

Abmost ay wneny Tigs are
dritling in Garbeld County
newe dy were drilling in the
entire state sy of carly 2003,

Fhe results of all that
drilling are spwaking for thon-
sebves, I dhe vear afler the
county hired Nenaison to L
bis pewly created position, gas
production in the county
almost denbaled, from 280 mil-
liom cubne feet w about 300
million cubic feet per day, he
said

her Wonstalen, senior vice
presiclent of the Colorado Ol
& Cas Association, pies the [ip-
ure choser 1o o0 million cubic
feet per day

Last year, the county pro-
duced 143 hillion cubic feet of
£y enough o heat at teast
i3 million homes {or g vear,
acennding o andustry -
mates. 1020 trillion cubic feet
were ever recovered in the
Ficeance Basin, as the state
Lrenlogical Survey savs niight
e possible, 0 would  be
enough 1o hear 1S5 mitlion
bownes fora yaar, and perbaps
a5 many as 250 miblion homes.

“The county produced atwut
3254 million worlh of uil and
s (0 2002, with almest all of
That consisting of gas, accord-
ing to the stale

Lut gas poduction in the
county and stale have soared
since then, i voloone arad
valie,

it 2007 the stafes annual
o1l and gas production was
warth about $2.74 bitlion,
wilh 83 percent of that con-
sisting of gas production.
Thanks to mare dhlling and
ristng natoral gos costs, he
S gas production iy now

worth $5 hillion, “which s
twice the size of {he entire ski
industey,” Wonstoler said.

“That's huge, that's bnge.”

Colotada's sk industry gen.
erates revernies of about 2 bil-
Siom a year, according o Col-
orado Ski Country USA The
slate Livision of YWidlile osti-
mates that hunting, fishing
and  wildlifewatching  gener-
ates $ 1.5 Billion i chrect and
indirert revenues exch year,

Loleradn’s gas production
is the sixth-idghest o the
cauntry. Garlield County s
pliying o lape pan m e
sty natural gas boum, b
prewduction vatue is now prsh-
g close 40 81 hilllon a year,
said launty Udall of Carbon-
dale, director of the Cornrnu-
nine Olfice for Resource Elfi-
ey, an Aspen-based  non-
profit office that promaotes
renewnbie cnemgy and encrgy
vificienicy.

Chist's Diggrer thar trad been
lorecast fur the oil shaie indus-
try during its boony, he said.
That todustry had  been
expecled Lo produce $550 mit-
Yionn i uil per yeas, said Ldall.

He cites an Onl & Gas Jour-
nal arucle that indicates the
richust parts of the Rulison gas
tield, part of the Piccance
Bagin, may yield 35080 million
per square mie, o aimost a
rrullion: dollaws per acre

I terms of praduction,
Tdall said, the Piceance Basin
s dield s now about T
I0th Jazuest in the wotire
nation.

Over the next half century,
LlekT esrimates, pas companies.
are likely to procuce $30 bil
fiom worth of gas e Garnieled
Connly

That would be 100 times
whal i cot, inoearly |99
dollars, to build the Glenwoad
Canyan Interstate 70 projece.

Catizatl Dornis Wrehb: 9458575, 251 516
dorbbEpostinirornarTt.eom

Piceance Basin gas field becoming industry giant

DRILLUNG: frovn peige |

The Coborado Geological Survey has
cstimated as much as 20 trilllon cubie
leet or a livde more than the nation’s
total anoual nataral gasy production in
recenl years, and lose w its annual gas
consumprion -- eventoally coubd be
recovered fom these ficids,

“Thert's some peaple that say it could
by roucly as 100 triflion™ cubic ool o
recoverable reserves Inothe Plocanee
Rasin, Soyelak saicl

I fact, the industry estinuates of fofat
reserves tor the Piceance Hasin run as
Tiigh as 300 tot, although Soychale sill
considers 100 tef g good upper Bmit in
discissions about how muoch might be
recovered.

“Phere’s prebally some undiscovered

areas out here between northwest Cal-
orale aned nostheast Wal,” Sovebak
said

"I ihink there will be more areas dis-
covered In Gartield County that will be
developed.”

Just developing existing rescrves
could 1ake live 1o seven years. Soychak
said

"But I'm o sure thewes prabably anetle-
o 7 years beyond that,” he said.

And a typiead well will continue o
pracuce for 200 or 30 years, Macke said.

Meanwhile, the issue of the Roan
Plateau continues to foom over discus-
sions of the fiture of drilling i the
Picennee Basin, The plateau s home 10
an otimated 5 trillion cubic feel of
reserves, That coudd be worth $25 hilllon,
bivied on recent prices

The Bureau of Tand Management is
working on a maragement plan that wiil

ictate hesw muoch drilling oceurs inand

around the plateau in coming decucles
Environmentalists and local commumni-
ties have called for no drilling w be
allowed on top of the platea.

By mest any measure, the Piceance
asinn gy ficld 1 becoming an industry
piant. The story of why is mndtifold, hav-
ing tu do with soaring natural gas prices
due Lo increased denand, and the appii-
catiore of improved fechnology 1o what
was ance a difficult feld to develop.

Over coming days, the Post Indepen-
dent will further cxplore these aspeets of
the natural gas booo, and its iplica-
tiony for o county already feeling the
impacts of ddling and natural gas pro-
cluction.

M lavarinad varidamts vaact A Avens+ Af rmma Frrn At
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Drilling efficiency increases with technological advances

Y DENNIS WEBE
GSPf News Editur

Ewen critics of 1he natural gas
industry in Garlfield County seem
willing to concede the point.

However one feels about
drilling, emergy developers are
doing a remarkable job of lap-
ping the vast gas resource lying
bencath us.

Developers are incorporating
a vaticty of technological
sdvances to produce gas locally.

“It's a pretty adept process,
getting gas out of the ground,”
said Randy Udall. A Carbondale
Tesicdent and director of the Com-
mupity Ottice for Resource Effi-
ciency, a1 Aspen-hased nonprofit
office that promotes rencwalie
energy and energy cfficiency,
Gdall has been 2 vocal critic af
the industry in other regards.

Drian Macke, depurty director
of the Colorada (8 and Gas
Conservation  Commissian,
credits strong natural gas prices
and improved technology as the
factors behind the county’s gas
boom.

“Thuse two conditions com-
bined bave very much increased
the level of activity ot in
Garfield County,” he said,

In everyttuog froc dicectional
drlling to drill bits, the industry
hias been taking advantage of tech-
nulogical advances to improve
Local dritling performance.

These advances have been
Lmponant berause the Pleeance
Basin is a nontraditonal, uncon-
ventional gas fiekl, Farly attempts
to produce gas locally, back in the
19508, weren't productive. The
gas is trapped in what are called
tight sands — essentially, sand-
stone, with gas trapped berween
individual grains of sand.

e Willjams Fork/
Mesaverde geological formation
that contains this sandstone is
visible aboveground in places

Drillers striking it rich
in Garfield County

Editor’s rote; With ges driking hav-
ingg became biy in Gordield County, the
Post krdependent set out o find out
just how big, The resulting tour-port
series loors at the Jocal industry by the
rumbers, why the boom hos accurred,
what the fulure hoids, ond how (e
public moy respornd

» Tuesday: Ot and gas develop-
ment aiready is going gangbusters in
Cartield County, but the boom may
still be in its infancy.

* Wednesday: National can-
sumer demand that's causing natu-
rai gas prices 1o skyrockel is deiving
drilling

» Today: Aduances in technolo-
gy are nelping open up Garfield
County's rich-but difficult-to-drill
gas fields,

= triday: As drilling further threat-
ens quality of life, the outery by resi-
dents is likely to intensity,

such as Cameo near Grand Junc-
tion, and the Grand Hoghack in
Garfield County, But clsewhere
im the county, the sandstone is
thousands of feet deep, the over-
lying earth having trapped the
gas until drills have brought it to
the surface.

But the sandstone doesn't
give up the gas vasily, and this is
where rechnology has come into
play, aided by das prices high
cnougty to make it worth the
investment.

Much of the techrology that
has unlocked local gas rescrves
was (lescribed in December in an
Ol & Gas |ournal article by Vello
Kuuskraa, president of Advanced
Hesources International — a gas
and oil consulting firm that has
warked in Garficld County —
and Gregory Bank, a geologist
with ARIL

Among Lhe faciors they out-
fined were:

= Improving exploration tech-
nofogy to identify maore bighly
permeable sandstones with natu-
ral bractuces that allow gas to flow,

* Working to drve down
wetl-drilling and completion
conts.

* Applying intensive resource
developnient, through such
means as “fracing,” or using frac-
twring techoiques, and drilling
more wells per acre.

Rulison RED paid off

ARI was invelved in some of
thie eary tesearch and develop-
ment in the Piceance Basia that
produced results being put to use
there, So was the U5 Dwpart-
ment of Energy, along wirh Bar-
tett, which was later acguired by
williams Prsduction, a leading
gas produrer in the county
today.

‘The R&D focused on wells in
the Rulison area, in the late 1980s
and early 1990s. One cffort miade
use of basin analysis, three-
cimensional seismic testing and
other means o identify clusters
of natural fractures underground
— permeahlity “sweet spots,” us
ARl refers to them,

Seismic testing irvolves creat-
ing vibrations in U earth through
use of dynamite, so-called
“thumper trucks” or other means,
then taking scismic readings.

Wells drilled in these sweet
spots were found to yield two or
mare times as much gas as near-
by weils.

Macke said the NDOE testing in
Rulison also proved frutlul in
advancing fracing technelogy
aimed at opening up Mole pas-
sages lor natunal gas Aow. Experi-
ments were conducted on differ-
eut hydeaulic fracturing tech-
niyues, and the tests showed that
Iucal gas fiekds could be developed
far more proxductively and effi-
ciently than had bren thaught

Fracturing involves injecting
Auids and sands down the drill
hole 1o prop open formations so
£as can be released. Fracing lech-
nology continues & improve, as
do the fluids vsed in Lthe process.
Teday's fuids cause less damage
o the formations being drilled
and do a berter joh of increasing
gas production.

lmptoved fracturing and
other technological advances
have vastly tmproved gas recov-
ery per well

Steve Soychak, district manag-
or i Pacachure for Williams 'm-
duction, said one well advanice
ment has involved installing

AP Fite Photo/DawiD ZALUBCWSKI

Steve Soychak, district manager of Willlams Production, points out natural gas wells near Parachute
last winter, Soychak is among those wha cite technological advances as a contributor to the drilling

boom in Garfieid County.
Drilling is being
improved by the advent
of diamond-based
drilling bits. Most local
drilling rigs are using
these bits; and wells
that used to take 30
days to drill now take
half the time.

solar-puwered, radio-based
temote contrals that let the com-
pany track production, and any
abnormal trends, from the office.

AR] found that area wells
were averaging 0.79 hiflion cubic
feet in estunated uitimate pro-
Guctten hefore 1995, while aver-
age production is now about 2
hef per well

“At the same time, the dry
hole rate has declined from 9
percent for the pre-1995 wells to
essenitially zere,” AR['S Kuuskraa
and Rank wrote in Lheir Oif &
Gas Journa artick.

The densar, the better?

Macke said energy developers
also discovered during the 199(0s
the value of increasing drilling
density 10 tap, reserves mare Rilly.
Soychak swd the DOE cxperi-
ments contributed to Wiliams®
dedision 10 dril! more densely.

The gas-producing sandstone
bodies belng drilled are often
deseribed as lenticular, or lens
like, because of their shape. They
are stacked vertically for hun-
dreds of feet, but don't extennd
very far horlzonlly, and don't
connect with other sandstones.

As u result, drilling density
was increased to aceess these
individual lenses betler

“1 think it's being shown that
there's a lot of places where 10
acre density is necessary,” said
Macke.

One well per 10 acres is the dens-
est drilling in the world. Bt the
math has beme it oot Producers
have found that as they incese
density, successive wells are about as
produrtive as the carly ores.

Pust Independenst PhotaIM NOELKER

This is a clese-up view of the teeth an a diamond-based drill bit
being used on a rig in the Mamm Creek area south of Rifle. These
can cost $40,000 to 545,000 each, but drill faster than bits made

of carbon steel.

For example, said Macke, in
the Carachute field, one well
every 160 acres was {ound to
drain about 5 percent of the gas
in place, One every B0 acres
Tecovers LU percenl; one every
40 acres, 240 ‘percent, one every
20 acies, 40 petient; and one
every 10 acres, 80 pereent.

Forty-acre spacing results in
16 wells pet square mile; 20-acre
spacing, 32 welly; and 10-acce
spacing, 64 wells.

Any denser, said Macke, and
wells start to “communicale
with each other” That means
they're draming the same sand
lenses — which makes addition-
al drilling unnecessary.

But Cdall, of CORE, said he's
being told by the industry that
communication isi't necessarily
occurting between wells drilled
at 10-acre densiry, "which sug-
gests tu me thal S-acre spacing
may not be out of the question.”

Ken Wonstolen of the Colorado
Oil & Gas Assixiation said it would-
o't surprise hin i 3-=acre spading is
eventually pursued. Some sand-
stone |enses are perhaps the size of
2 football field, or abuut one acre,
so they can be missed with 10-acre
drilling, he said.

Diamonds a driller's best friend
Drilling  alsy s being
improved by the advent of dia-

mond-based  driliing bits, said
Soychak. These can cost 540,060
10 $45,000 each, but drll faster
thar bits made of carbon Steel

They also do better at boring
through the abeasive sands
encountered by local drilling
operators,

Most local drilling rigs are
wusing the diamond-based drill
bits, and wells that used to take
30 days to drill now take half the
timie, said Soychak,

Thal’s imporianl, witii only
1,350 drilling rigs available 1o
search for gas in North America.
Soychak said there's a shortage
of not just rigs but manpower —
the dozens of people needed to
hawl water, oversee directional
drilling, handle the drill bits, run
the mud systems involved in
drilling, serve as consultants,
and otherwise service a rig,

Typically it van cost 31 mil-
lion to $1.5 million to drill 2
well. Sovchak said increasing
steel prices are adding to the cost
of well casing, and cnergy pro-
ducers also are faclng rislng costs
for the specialized sand used in
1he fracing process,

But the payoff is a well that
aver its lifetime could produce
gas worth 310 milkion.

Comtact Dennis Webb: 845-8515, exL. 516
duwebbpastindependent.com

http://cogcc.state.co.us/Staff Reports/2004/July04/Drilling efficiency.jpg

12/1/2010 4:08 PM



EnCana steps up.jpg (JPEG Image, 1272x1650 pixels) - Scaled (46%)

1ofl

Jowe 17, 2004

RiFLE, c®

Tug C111zEN TELEGRAM

EnCana steps up with $10,000 for
water pipeline for Tepee Bible Camp

By Ryan Graff
Telegram Staff Writer

Tepee Bible Camp was looking for $10,000 when
it walked up to their door.

The camp, located on West Mamm Creek Road
about seven miles south of Garfield County
Airport, was looking for ways to pay for 800 feet of
water pipe and labor to cornect to a new water
source,

“Our project was supposed to cost $10,000,”
said Tepee's co-director Marie Stover But last
month an EnCana Oil and Gas Co. employee who
worked at a gas well across the street stopped by
to offer wire for an intercom system.

The camp doesn’t use or want an intercom sys-
tem, Stover told the emplovee, who requested that
Stover not reveal his name. -

“If there's anything you ever need,” responded
the employee, “let me know.”

Stover told the employee that the camp needed
800 feet of 4-inch water line, and a track hoe and
operator to dig the ditch.

On June 1, the pipe was delivered, and on June,
5 a track hoe and operator from Flint Energy
showed up.

“It was a real blessing.” said Stover.

“l think they've gotten a bad rep,” she said of
EnCana. “They've just been very, very good to us.”

EnCana and Flint's donations didn’t pay for the
whole project but they certainly made a consider-
able dent.

“l think we're going to end up paying about
51,000, maybe $1,500, cut of $10,000,” said Stover.

Tepee is a bible camp for lower income kids,
and charges $70 a week per child.

All of their funding comes threugh donations.

“They have been sc good,” Stover said of
EnCana. “EnCana’s heiped us help those kids.”

Comtact Ryan Graff: 625-3245, rgraff@citizen-
telegram.cor.

Photo courtesy Tepee Bible Camrmp
Workers install a new waterline at Tepee Bible Camp in Rifle.

EnCana stepped up with a $10,000 donation.
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made much money, Now they are coln-
ing in bullion,” Udall said.

Putting it in slightly different terms,
Brian Macke, deputy director of the Catb-
orado 01l and Gas Conservation Com-
mission, said higher gas prices have
“made projccts tor getting gas in the
Piceance Basin very economically attrac-
tve”

‘Extravagant appetite”

The outlook for comtinued high gas
prices, and a continued Jocal drilling
boom, is the result of a trend toward
increased demand and decreased supply
that shows no sign of reversing.

I'he demand reftects a nation with a
growing population, and an economy
that is making increased use of comput-
ers and other electronic equipment, and
generating more gas use in the commet-
cial sector. Americans also are doing
more cooling of houses in the sumnier-
time, particularly in Sun Belt states,

As a result, a fuel that used o see

mostly winter detand for home heat- -

ing is now consurned heavily all year
round.

“The pation has an extravagant
appetite for natural gas,” said Udall,

“Each year, 280 million Americans use
as much natural gas as 3 billion people in
Lurope and Asia,” Iie wrote in “Methane
Madness: A Natural Gos Primer,” a CORE
publication prepared with the assistance
of Denver energy analyst Steve Andrews,

Natural gas consumption in the Unil-
ed States has increased 36 percent since
1986.

The United States consumcs more
than a quarter of the yas being produced
around the world. But unlike the situa-
tion with ail, it has not had to rely heav-
ily on imports to meet supply. Rather, it
produces 85 percent of the gas it nceds,
and imports mest of the rest from Cana-
da, according to CORE.

But domestic production bus “flat-
lined” for 15 years, Udall said. Produc-
tion 15 actually down alimost 5 percent so
far this vear, despite heavy drilling activ-
ity heing encouraged by the Bush admin-

Brian Macke, deputy director
of the Colorado Qil and Gas
Conservation Commission, said
higher gas prices have “made
projects for getting gas in the
Piceance Basin very
economically attractive.”

n grows; production doesn't

"t - g -

Pust dmfepundent File Pheto

Randy Udall of Carbondale is director of the Community Office for Resource Effi-
tiency, an Aspen-based nonprofit office that promotes renewable energy and
energy efficiency. He has penned a CORE publication, “Methane Madness: A Nat-
ural Gas Primer,” which details how the nation’s natural gas demand has sky-
rocketed even as gas has become harder for the industry to produce.

istralion's pro-encrgy policies.

Meanwhile, Canada is losing ls
enthusiasm for exporting gas to the Unit-
ed States. After all, Canadians arc also
paying more for gas, the country is deal-
ing with Lhe impacts of its own drilling
boom, and it is facing its own prospects
for procduction declines.

Yet Udall notes thal the U.S. Encrgy
Information Administration [orecasts
that the Unlted States’ gas demand could
increase 50 percent by 2015,

These reasons combined pul an
increased [ocus on boosting domestic
production in places like Garficld Coun-
ty, and create an expectation for a con-
tinued drifling boom here

The county alone probably produces
about cnough gas to heal every bome in
Colorado, Udall said, Colorado, which
ranks sixth nationally in gas production,
exports more gas than it consumes.
Those exports have increased 20-fold in
the last 15 years, sald Udall.

On a national scale, though, the
Piceance Basin produces only about 1
percent of the approximately 60 hillion

cubic feet per day bheing consumed in the
United States.

Yet the arca has much potential. Some
parts of the Piceance Basin are estinnated
to contain 60 bidlion cubic tect per square
mile — encugh to meet 2 day's domestic
demand. Some industry experts say
reserves could run as high as 100 bef per
square mile in the so-called “sweet spots”
of local gas fields. » d .

That, according to Ken Wonstolen of
the Colorade Oil & Gas Assoctation, 18
why the basin s considered Yone of the
crown jewels on the whole continent.”

1{ the state Geological Survey is correct
in estimating that 20 trillion cubic feet
could be recovered from Crarficld County
was ficlds, that would be worth §100 hil-
fion, Udall notes.

It it turos out that 100 tof is recovered,
as somne in the industey say is possible?

Well, as tdall has been wont to say in
reference ta encrgy producers’ local gas
benanza, “You do the math.”

Contact Bennis Webb: 945-8515, ext. 516
dwebb@postindependent.com

Much of region in moderate state of drought
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A map charts directional drilling at a drilling site south of
Rifte. Technological advances have improved the ability to
measure and pinpoint drilling direction from the surface.

New directions
in drilling

Although the density of wells has increased
immensely in Garfield County, underground drilling
density is not always equivalent to surface density.

No 10-acre surface drilling density has been
approved in the county, notes Brian Macke of the Col-
orado Oil and Gas Conservation Comumission. Rather,
companies are using directional drilling from existing
pads to tap gas reserves more fully.

EnCana, for example, is drilling from surface wells of
one per 160 acres to obtain 10-acre downhole density
south of Silt.

“The directional techriology has helped a lot. ... It's
much more successtul than it used to be,” said Steve
Soychak ol Williams Preduction, another big energy
producer in the county.

The technology has been arcund since the 1920s, with
same of its first applications taking place off the Calilor-
nia coast, said Charles Brister, a directional drilling spe-
ciatist who has worked in Garfield County's gas fields.

Nudging the drill bit in differcnt directions from above
is no great challenge — it's as easy as inserting a wedge
down the drill hole so the bit is diverted at an angle. But
the challenge is delermining
where the drill is heading.

the future of oil angd ©perated camera to record

gas development
for the foreseeable

the angle of the well bore.
Then Elmer Sperry, who
developed the navigational

gyroscope for aitplanes and

ships, used gvio technolo-

. v for taking drilling meas-

Cha"?s Briste‘r‘ - E\r/ements in the late 1920s.

directional drilling specialist In the late 1970, dircc-

. - ———  tienal drillers began to use

mud pulse telemetry.

Vibrations of mud in the dril} hele correlate to drilling

direction, and a computer decodes measures of mud
pulses at the surface.

This is still the primary technology used, but another one
has shown to be successful in the Piceance Basin. Brister said
a method making usc of electromagnetic tools first was devel-
oped for directional boring, to run fiber-optic cables beneath
rivers. Bul it proved to be useful in oil and gas development,

“These tools essentially transmit the data using radio
waves similar to the wircless networking systems, except
that the transmission is through the earth,” Brister said,

The method can be limited by depth and by absorp-
tion by rock formations, Brister said, But it has proven
useful in local drilling because of a tendency of con-
venticnal mud-hased surveying systems to plug up in
geological formations here,

Brister said drilling a directional well may be more
expensive, but the overall cost of the well can end up
being the same.

“This is because of the reduction of infrastructure cost,
such as location building, roads, pipeiines, etc., that are
reduced by having multiple wells per pad,” he said.

The primary reason for directional drilling is to cut
down on surface impacts, and it's the responsible
approach, Brister believes,

“This will become increasingly important for all U S land
drilling. Directional drilling is without doubt the future of
oll and gas development for the foreseeable future.”

Soychak considerts the technology “phenomenal,” in
that measuring technigues are enabling drillers to drill
a mile deep and hit a target perhaps 25 feet wide.

future.”

Cantact Dennis Webb: 945-8515, ext. 516
dwebb@&@postindependent.com
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Residents object to gas dn]]mg
plan near Project Rulison site

By MIKE McKIBBIN
The Daily Sentine!

BATTLEMENT MESA — A permit will be
sought in the next few weeks to allow a Texas
energy company to drill a natural-gas well in
the vicinity of the 1969 Project Rulison under-
ground nuclear explosion later this year.

Officials with Presco Inc. told a crowd of
more than 100 people at Thursday's quarterly
Northwest Colorado Oil and Gas Forum in
Battlement Mesa that strict precautions and
state restrictions will be followed.

Project Rulison was a 8,426-foot deep under-
ground explosion of a 43-kiloton nuclear bomb
meant to free gas reserves. It did not achieve
that result.

The Department of Energy is notified and
can impose conditions whenever a well is pro-
posed within a three-mile radius of Project
Rulison.

The explosion site has a half-mile-radius re-
stricted area around “ground zero,” and Presco
Vice President of Exploration and Production
Kim Bennetts said the proposed well would be
up to 3,000 feet away from that radius.

Bennetts said Presco will work with the DOE,
which is still studying the groundwater and gas
at the site, located on private land about six
miles southeast of Battlement Mesa and Para-
chute.

“They've found little or no dangercus radio-
activity remaining since the 1971 burning of
about 150 million cubic feet of gas” from the
site, Bennetts said. “We feel that if there is any
(radioactivity) still down there, it's in (different
sandstone formations) and can't migrate more
than a few hundred feet.”

If tests show the gas is contaminated, Presco
will permanently piug the well without remov-
ing any gas, he said.

DOE Project Manager Pete Sanders said
only background radioactivity had been found
during 30 years of testing surrounding water
sources,

Residents were not convinced by the com-
pany and agency comments.

“If you accidentally drill into a crack that has
some of that gas and it’s released into the air,
that would be hell for iz whole valley,” said
Harold Graves of Battlement Mesa,

Sanders said if’ such a release occurred, it
would be very small and “not a concern for the
restof the valle:”

W. Michael Sinith lives south of Silt, an area
where a gas seep occurred in West Divide Creek
last month; the seep is believed to have been
caused by a nearby problem gas well.

“We were told that something like that could
never happen,” Smith said. “Now you want to
drill around a nuclear site and you're telling us
the same thing.”

Presco President David Wheeler said his
company realized its respensibility.

“If we don't do things the right way, you can
make our lives miserable,” he said.

Wheeler said the company would likely apply
for a permit from the Colorado Oil and Gas Con-
servation Commission within a few weeks. If it
is approved, he said the well could be drilled in
late August or early September.

“We don’t have billions of dollars to throw at
this, so we're going to do it right.,” Wheeler said.
“We're telling you what we're going to do; now
we're going to do itright.”
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e EPA Evaluation of Impacts to nderground Sources of Drinking
LY 4 e 1o Water by Hydraulic Fracturing of Coalbed Methane
E;Z:wmmeﬁtai Pratection Reservoirs; National Study Final Report
iy
Summary

EIPA has published a finul report summarizing a study o evaluate the potential threat to underground
sources of drinking water (USDWSs) from the injection of hydraulic fracturing fluids into coalbed
mcthane (CBM) production wells. As in its August 2002 draft report, EPA has conciuded that
additional or further study is not warranted at this time. [n making this decision, EPA reviewed more
than 200 peer-reviewed publications. other research. and public comments. The Agency has
concluded that the injection of hydraulic fracturing fluids into CBM wells poscs minimal threat to
USDWs.

In its review of incidents of drinking water well contamination believed to be associated with
hydraulic fracturing, EPA found no confirmed cases that are linked to fracturing fluid injection into
CBM wells or subsequent underground movement of fracturing fluids. Further, although thousands of
CBM wells are fractured annually, EPA did not find confirmed evidence that drinking water wells
have been contaminated by hydraulic fracturing Muid injection into CBM wells. Where fluids are
injected. [:PA believes that groundwater production. combined with mitigating effects of dilution and
dispersion. adsorption, and biodegradation, minimize the possibility that chemicals included in
fracturing fluids would adversely affect USDWs.

In the course of conducting the study, EPA found that dicsel fuel. which may pose some environmental
concerns, was sometimes used in fluids for hydraulic fracturing within USDWs. To address any
cnvironmental concerns. EPA worked with the three service companies that perform 95% of the
hydraulic fracturing projects in the U.S. to voluntarily remove diesel fuel from CBM fracturing fluids
injected into USDWs. The three companies agreed and signed a Memorandum of Agreement (MOA)
to that effect in December 2003,

Background

Coalbed methane is a gas contained in varying quantities within all coal. Hydraulic fracturing of
production wells is technology that has been used for more than 50 years in conventional oil and gas
praduction to enhance recavery by enlarging fractures through which oil and gas. including CBM. can
be drawn (o a well and pumped to the surface. Water-based fluids have become the predominant 1ype
of CBM fracturing fluids; although fluids can also be based on oil, methanol, or a cembination of
water and methanol. After fluids are injected to expand fractures within a coal seam, large quantities
of ground water and some of the injecting fracturing fluids are pumped out of the well to facilitate the
production of CBM. Additional technical information on the practice of hydraulic fracturing can be
found in the final report.

In 1997, in LEAF v. EPA, the Eleventh Circuit Court ruled that, because hydraulic fracturing of
coalbeds to produce methane gas is a form of underground injection, Alabama’s 1:PA-approved
underground injection control (LIC) program must effectively regulate this practice. [n response to
the Eleventh Circuit’s decision. citizen complaints, and Congressional intcrest, EPA made the
determination to investigate the potential for hydraulic fracturing of CBM wells to contaminate
USDWs.
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[n addition to reviewing more than 200 peer-reviewed publications, EPA also interviewed 50
cmiployees from state or local government agencies and communicated with approximately 40 citizens
who were concerned that CBM production impacted their drinking water wells. FPA made a draft of
the report available for a 6G-day public comment period in August 2002, Comments received from
more than 100 commentors, including private citizens, environmental and citizen groups. government
agencics. oil and gas companies, and trade associations, have been summarized in a Response to
Comments document that is available on the EPA website.

For More Information

The final report and a Response to Comments decument can be found on the EPA website at
hitp:fwww.epa.povisafewater/uic/cbmstudy.html. The Memorandum of Agreement to remove diesel
tuel from hydraulic fracturing fluids and general information about the UIC program are available at
http:/"www.epa.covisafewater/uic.html.

Environmental and Public Health Benefits
This notice does not impose any new regulations. information callection. or record-keeping burden on

the public or other entities. The publication of the final report will not change the environmental or
public health benefits of the UIC program.,

Office of Water (4606M )} EPA 816-F-04-017 June 2004 www.epa.gov/safewaler
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STATE OF DEPARTMENT OF NATURAL RESOURCES
COLORADC Bili Owens, Governor

1120 Lincoln St., Suite 801

OIL & Denver, GO 80203
Phone: {303) 894-2100

G A S FAX: (303) 894-2108

CONSERVATION COMMISSION

www.oil-gas state.co.us

MEMQRANDUM
TO: COGCC Commissioners
FROM: Rich Griebling M
DATE: June 25, 2004
SUBJECT: Coordination with the Southern Ute Indian Tribe and Red
Willow Regarding the Regulation of Oil and Gas
Operations

The purpose of this memo is to summarize the coordination between the
COGCC and the Southemn Ute Indian Tribe (SUIT) and Red Willow with respect
to the regulation of oil and gas operations in Colorado.

The SUIT status as a sovereign nation and the sometimes complex and often
diverse ownership of surface and mineral property rights necessitate coordination
in order to promote the responsible development of oil and gas resources within
the exterior boundary of the Southern Ute Indian Reservation. When Red Willow
acts as an operator outside of the Southern Ute Reservation (e.g. in Weld or
Routt Counties) they function as other oil and gas operators with respect to
COGCC regulation.

The annual value of Colorado oil and gas production is estimated to exceed $5
Billion. Over 80% of that is from natural gas. About cne half of the State’s gas
production comes from La Plata County.

As you know, the Southern Ute indian Reservation is located in La Plata and
Archuleta Counties and occupies most of the Colorado portion of the San Juan
sedimentary basin that is being developed for natural gas production. Based on
statistics for 2002 operated Colorado gas production, Fled Willow ranked
seventh. Data for non-operated production is not reported. A raugh estimate is
that if non-operated production were included, Red Willow would rank second.

The foltowing provide examples of coordination with respect to oil and gas

development on the Southern Ute Indian Reservation:

» Begulation: The Bureau of Land Management (BLM) generally regulates oil
and gas operations on Tribal Lands and performs many of the functions that

DEFARTMENT OF NATURAL RESOURGES: Russell George, Executive Diractor
COGCE COMMISSION: John B. Ashby - Torn Ann Cassy - Brian Cree - Michagl Klish - Petar Mueller - J. Thomas Reagan - Lynn Shaok
COGCC STAFF: Richard T. Griebling, Ditecter - Brian J. Macke, Beputy Directar - Morms Ball, Operations Manager
Patricia C, Beaver, Hearings Manager - Thomas J. Kerr, Informatior Manager

http://cogcc.state.co.us/Staff Reports/2004/July04/Rich memo.jpg

12/1/2010 4:13 PM



Rich memo2.jpg (JPEG Image, 1272x1650 pixels) - Scaled (46%)

http://cogcc.state.co.us/Staff Reports/2004/July04/Rich memo2.jpg

the COGCC does elsewhere. The BLM regulates oil and gas operations on
the SUIT fands. The COGCC staff and the BLM staff communicate as

appropriate.

* Access: When it is necessary to cross Tribal Lands in order to access oil and
gas operations within our jurisdiction, the COGCC staff seeks permission

from, and is benefiting from cooperation with, the SUIT,

* Spacing: Significant portions of the Southern Ute Indian Reservation lands
have been spaced for gas development. As spacing has been established
and modified, the SUIT has coordinated without jeopardizing its status as a
sovereign nation. Red Willow has made significant contributions of its

technical information and evaluation available f

or the spacing process.

» Data Reporting: Red Willow is cooperating in providing production data from

operated wells on the Southern Ute ndian

Reservation. Because of the

significant portion of Colorado production operated by Red Willow, this data is

essential to the State’s records.

* Gas and Qil Requlatory Team (GORT): Several years ago the La Plata
County Gas and Oil Regulatory Team was established including the COGCC,
the SUIT, the BLM, La Plata County, and operator representation. The GORT
has facilitated cooperation in addressing gas development issues in the
Colorado portion of the San Juan sedimentary basin. The SUIT has actively
participated in the GORT, and Red Willow voluntarily shares its considerable
expertise with respect to many aspects of gas development,

* Fruitland Formation Qutcrop Project (“3M Project’): COGCC has spent over

$1 million toward this Mapping, Modeling,

and Monitoring of the Fruitland

formation outcrop project, In many respects this project is unequalied in the
world. A significant portion of the Fruitland formation outerop falls within the
Southern Ute Indian Reservation, The considerable technical expertise, other
resources, and access provided by the SUIT and Red Willow have been
critical to establishing this project and are essential to its ongoing

implementation.

¢ Addressing the Impacts to Neighbors from QOperations on Tribal Lands:

Because of the complex mixture of property rights ownership within the

exterior boundary of the Southern Ute Indian
operations have the potential to impact divers;
Is cooperating in addressing the impacts to n

Tribal Lands.

Reservation, gas development
€ property owners. Red Willow
eighbors from their operations on

The coordination summarized above that the SUIT and Red Willow are
exercizing furthers the promotion of responsible development in Coloradao.

1ofl
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http://cogcc.state.co.us/Hearings/Notices/2004/Aug_04/0408GA05.htm
http://cogcc.state.co.us/Hearings/Notices/2004/Aug_04/0408AW08.htm
http://cogcc.state.co.us/Hearings/Notices/2004/Aug_04/0408AW07.htm
http://cogcc.state.co.us/Hearings/Applications/2004/Aug_04/Laramie%20Energy%20Application.htm
http://cogcc.state.co.us/Hearings/Applications/2004/Aug_04/Laramie%20Energy%20Application.htm
http://cogcc.state.co.us/Hearings/Notices/2004/Aug_04/0408OV27.htm
http://cogcc.state.co.us/Hearings/Notices/2004/Aug_04/0408OV28.htm
http://cogcc.state.co.us/Hearings/Notices/2004/Aug_04/0408OV29.htm
http://cogcc.state.co.us/Hearings/Notices/2004/Aug_04/0408OV30.htm

	2004July.pdf
	2004July - attach 1, stats pg 1
	2004July - attach 2, stats pg 2
	2004July - attach 3, stats pg 3
	2004July - attach 4, news article 1
	2004July - attach 5, news article 2
	2004July - attach 6, news article 3
	2004July - attach 7, news article 4
	2004July - attach 7, news article 5
	2004July - attach 9, news article 6
	2004July - attach 10, news article 7
	2004July - attach 11, news article 8
	2004July - attach 12, news article 9
	2004July - attach 13, news article 10
	2004July - attach 14, org chart
	2004July - attach 15, EPA p1
	2004July - attach 15, EPA p2
	2004July - attach 15, memo page 1
	2004July - attach 15, memo page 2
	2004July - attach 16, penalty table
	2004July docket
	cogcc.state.co.us
	http://cogcc.state.co.us/Hearings/Dockets/2004_Dockets/Doc08-04.htm



