COLORADO

DEPARTMENT OF

NATURAL
RESOURCES

Department of Natural Resources
Department Description

FY 2011-12 Budget Request

NOVEMBER 1, 2010



DEPARTMENT DESCRIPTION FY 2010-11 BUDGET REQUEST

The Colorado Department of Natural Resources (DNR) is responsible for the management of the water, land, wildlife,
minerals/energy/geology and outdoor recreation resources of the State. Its mission is to develop, preserve and enhance Colorado’s
natural resources for the benefit and enjoyment of current and future citizens and visitors.

The Department of Natural Resources consists of ten divisions including the Executive Director’s Office. Collectively, they carry out
the Department’s responsibilities for natural resources management, which includes use or access to some resources, promotion of the
development of select resources, and the protection or preservation of other resources. The divisions are:

Executive Director’s Office Parks and Outdoor Recreation
Division of Reclamation, Mining and Safety Colorado Water Conservation Board
Colorado Geological Survey Water Resources Division

Oil and Gas Conservation Commission Division of Wildlife

State Board of Land Commissioners Division of Forestry

Most of the divisions have boards and/or commissions that develop regulations and exercise other oversight powers. Some specific
programs have advisory boards. Collectively, there are 21 citizen boards, commissions, and advisory boards that assist the
Department.

Each division has a director who reports to the Executive Director of the Department and, in some cases, receives advice or policy
direction from a board or commission. These divisions have offices and employees located throughout Colorado, with over 60 percent
of the Department’s employees located outside the metropolitan Denver area. The Department has employees in 58 of the 64 counties
in the state.
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Colorado Department of Natural Resources

Executive Director’s Office

Director Mike King
43.8 FTE
$45,214,663
Division of Reclamation, Mining, and Safety Colorado Geological Survey Colorado Oil & Gas Conservation Commission
Director Loretta Pineda State Geologist Vince Mathews Director David Neslin
70.9 FTE 354 FTE 69.0 FTE
$7,682,632 $4,796,198 $8,778,894
State Board of Land Commissioners Division of Parks and Outdoor Recreation Colorado Water Conservation Board
Director Vacant Director Dean Winstanley Director Jennifer Gimbel
37.0 FTE 289.5FTE 457 FTE
$4,078,323 $45,781,643 $21,609,476
| [ |
Division of Water Resources Colorado Division of Wildlife Division of Forestry
State Engineer Dick Wolfe Director Thomas Remington
252.1 FTE 631.4 FTE Staffed and Funded by the Colorado State Forest Service
$20,770,814 $87,221,839

1474.8 FTE $245,934,482 Total Funds
$26,419,333 GF  $191,814,141 CF $7,972,361 RF $19,728,647 FF

November 2010
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The Executive Director’s Office (EDO)

Executive Director Harris Sherman was appointed by Governor Bill Ritter, Jr. in 2007. The Executive Director’s Office develops
policy on matters that overlap divisional responsibilities, provides comments on federal programs and legislation affecting Colorado,
advises the Governor on natural resources issues, and coordinates the legislative activities of the Department. The office also provides
budget and planning coordination, accounting, financial management support, human resources services, information technology
services, public information and environmental education coordination, and other services to the divisions. The office is funded by
indirect cost recoveries (payments from divisions) and includes approximately 5% General Fund. The office is located in downtown
Denver.

The Executive Director’s office provides leadership and support to the Divisions in meeting their strategic objectives. It concentrates
on the priority resource management issues that develop in response to state, federal and local policies. It provides leadership and
functional support for general administrative duties to the divisions of the Department. Sub-programs include:

¢ Administration and Policy Development — This sub-program includes the overall administration of the Department, the
administration of the office and the function of policy development and program implementation related to the various boards,
commissions, and divisions of the Department. It also includes the administration of pass through funding received by the
Department for use by the divisions, other state agencies, or cooperators on departmental programs. The program also
supports the Executive Director and divisions in its dealings with local agencies, state agencies, the Governors Office, the
General Assembly, federal land management agencies, and Congress.

e Human Resources — This sub-program is responsible for carrying out HR duties for the entire department. This includes all
facets of maintaining the workforce. Activities include: position classification; announcements and testing for new positions,
promotions, and vacancies; maintaining all personnel records and information; providing counseling and guidance on initial
employment, career advancement, and retirement; and risk management activities including liability, property loss and safety
issues. The office also assists agencies in employee training and maintains a grievance process. The function supports the
Department’s diverse workforce goals. The sub-program advises executive staff, management, and divisions on statewide
policy issues as well as establishes departmental policy on human resource matters. The unit ensures compliance with
applicable laws and regulations.

e Accounting/Purchasing — This program is responsible for directing, controlling, and managing the accounting/procurement
operations and functions in the Department of Natural Resources. The Department has an annual budget of $260 million. This
section works closely with the Department’s divisions, program directors, budget/information technology services/human
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resources staff, the State Controller, and State Purchasing to ensure efficient and effective management of all financial
resources.

e Budget - This group is responsible for the formulation and execution of the Department’s annual budget process. As part of
this process, the Budget group takes the lead in developing the Department’s Strategic Plan. This function also provides input
on legislation, including the development of fiscal notes analyzing a variety of revenue and expenditure proposals and
legislative initiatives proposed by, or affecting, the Department. The unit also responds to requests for financial information or
analysis’ requested by the Governors Office and the General Assembly. The unit also supports the divisions on a variety of
revenue, expenditure, and financial analysis or issues that are facing the Department. The program is responsible for providing
budget execution and coordination for the programs and work packages in the Executive Directors Office. Finally, the
function administers central appropriations and allocations for the divisions.
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Division of Reclamation, Mining, and Safety (DRMS)

The Division of Reclamation, Mining, and Safety assists in the development of Colorado’s mining industry in an environmentally
protective manner while ensuring that mined land is reclaimed to a beneficial use. The division also reclaims, restores, and abates
hazards and environmental degradation problems caused by past, pre-law mining practices for which there is no continuing
reclamation responsibility and assures safe mine conditions for workers and visitors to active mines. The programs in this division are
the Coal Regulatory Program, the Inactive Mine Reclamation Program, the Minerals Regulatory Program, and the Mine Safety and
Training Program. The administrative functions of DRMS include information technology, budget/financial and customer service
activities. Joint education activities are performed per available staff and funding. The purpose of the program is to provide division-
wide services, such as maintaining mine operator database, imaging system, GIS data, and the website and to prepare and process all
budget and financial transactions, and to respond to customer contacts. The division maintains offices throughout the state and is
funded by severance tax, fees, and federal funds.

The Coal Program is a regulatory program charged with the review and approval of coal mining and reclamation permits. Ongoing
monitoring, inspection and enforcement duties are performed at coal mining operations to ensure that permit provisions and mining
regulations are followed. Currently, the program regulates 41 coal mines and 115 exploration permits, for which approximately $213
million in financial warranties are held by the Mined Land Reclamation Board. The Coal Program functions through a Cooperative
Agreement with the federal Department of the Interior, Office of Surface Mining Reclamation and Enforcement (OSM). The
Cooperative Agreement allows the Coal Program to regulate all coal mining in Colorado under specific performance guidelines. This
state primacy was granted in 1980 and is maintained and protected to ensure that State interests are implemented. Existence of the
state Coal Program is also required to allow federal funds to be allocated to the Colorado Inactive Mines Program.

The Coal Program is funded by a federal grant (79 percent) from OSM, and by severance tax revenues (21 percent). The ratio of
federal funds to the required state matching funds is based upon the amounts of mine acreage permitted on federal versus state lands.
The federal mine acreage calculation includes any land within a permit that includes federally owned surface acreage and/or mineral
sub-surface acreage.

The division’s Inactive Mine Reclamation Program (IMP) was established in 1980 to address the hazards and environmental
problems arising from abandoned mines in Colorado. It was instituted under the provisions in the Surface Mining Control and
Reclamation Act (SMCRA) of 1977, which gives the states that have approved Coal mining regulatory programs under Title V of
SMCRA the ability to assume exclusive responsibility and authority to reclaim abandoned mine lands within their borders. Mines
abandoned prior to 1977 are eligible for the program. The program was launched with a comprehensive inventory of hazards and
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environmental problems associated with past mining activities, which revealed an estimated 23,000 abandoned mined sites throughout
the state. Using this inventory, Colorado prepared a statewide reclamation plan, which was approved by the U.S. Department of the
Interior, Office of Surface Mining (OSM) in June 1982. Approximately 7,800 abandoned mined land sites have been addressed
through this program, and 33 underground coal mine fires pending safeguarding and containment. Funding for safeguarding activities
also comes from the U.S. Bureau of Land Management and the U.S. Forest Service.

The program also carries out the Colorado Mine Subsidence Protection Program (MSPP) and the Colorado mining non-point source
pollution projects. The MSPP was established to pay for damage to Colorado homes that result from subsidence over abandoned coal
mines (the surface ground settles and sinks over former underground coal mine tunnels). The program was established in 1987 by a
$3 million federal grant. The money was invested in a trust fund, which is restricted for addressing subsidence issues only, is
designed to provide a self-sustaining fund to cover property damage claims and help offset administrative costs. A private company is
contracted to handle enrollment and administrative details.

The Colorado Mining Nonpoint Source Program involves working in cooperation with the Department of Public Health and
Environment’s Water Quality Control Division, U.S. Environmental Protection Agency, Bureau of Land Management, U.S. Forest
Service and watershed stakeholders to determine the extent of the environmental problems associated with mine waste, mill tailings
and acid mine drainage and provide options to address these environmental problems. Funding for the program comes from Section
319 of the Clean Water Act, Colorado Water Quality Control Division, Colorado Severance Tax funding and other funding from
federal partners (the federal grant from the Office of Surface Mining cannot be used for environmental and water clean-up issues). If
water quality issues are not addressed at abandoned mines, Colorado’s streams would continue to be degraded from pollutants from
historic mining operations. More partnerships are needed to leverage federal funding. An estimated 150 sites were identified in the
original inventory.

The Minerals Program and the Mined Land Reclamation Board issue and enforce mining and reclamation permits for all non-coal
mines in Colorado on state, federal and private lands. The Hard Rock Minerals and Construction Materials Acts provide the statutory
authority for this program. Regulated minerals include uranium, gold, silver and molybdenum; and construction materials, such as
sand, gravel, marble and flagstone. The Minerals Program currently regulates approximately 1,565 mines and 256 prospecting
operations, for which approximately $416 million in financial warranties are held by the Mined Land Reclamation Board. The
Minerals Program reviews new mine permit applications, amendments and technical revisions to permits, permit transfers, notices of
temporary cessation, and annual permit reports; responds to inquiries and holds discussions with the public, industry, environmental
groups, and media; and works with local, state and federal government agencies. In addition, the staff participates in monthly Mined
Land Reclamation Board meetings and communicates Board actions to affected parties.
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The program is funded from revenue generated from statutory fees on permitted mining and prospecting operations and from
severance taxes. Fines paid by operators for mining violations accrue to the State’s General Fund. The Minerals program does not
receive or track royalty payments resulting from minerals extraction.

The Mine Safety and Training Program (MSTP) is charged with protecting the health and safety of miners, the public and the
mining community from mining-related hazards. This mission is accomplished through a cooperative and coordinated effort between
the federal government, local governments, and the mining industry. The program trains between 6,000-7,000 miners per year and
distributes over 700 copies of training DVD’s and videos annually. Program activities include performing site-specific mine health
and safety training and education in all aspects of mine operations, production and distribution of new, effective mine safety training
materials, certification of coal mine officials, and inspection of tourist mines, and idle or abandoned mines. New training materials
produced by the MSTP are nationally recognized and assist in providing effective, consistent mine safety instruction in Colorado and
nationwide. The program also collects and preserves mining information. Federal funding for the program is provided by the U.S.
Department of Labor/Mine Safety and Health Administration (MSHA), which is the federal health and safety enforcement agency that
ensures that mine operators adequately train employees and comply with federal safety regulations (they do not provide training
services). Additional federal funds from the U.S. Dept. of the Interior/Office of Surface Mining and appropriated through the state’s
Coal Regulatory Program, support one Blasters Certification position. The remainder of the program’s funding is from the State’s
Severance Tax revenue.

The MSTP, through an agreement with MSHA, conducts the testing and certification of over 250 coal mine officials per year, without
which coal mines could not operate. The State certification process is geared toward the specific conditions found in Colorado coal
mines, which directly aids in reducing injury and fatalities in coal mines in the State. Inspection and regulation of tourist mines
safeguards the public and employees from mine hazards and serious accidents or fatalities. Maintenance of historic mine information
and coal production records also provides a valuable service to the public and the mining community, allowing them to access the
information in a timely manner.
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Colorado Geological Survey (CGS)

The mission of the Colorado Geological Survey (CGS) is to protect people and property from geologic and avalanche hazards, and
advance economic development and sound management of water, mineral and energy resources through education, good science and
collaboration.

To meet its goals, the Colorado Geological Survey has three programs:

1)

2)

3)

The CGS Environmental Geology and Geologic Hazards Program protects people and property by reducing or eliminating
short and long-term risks from geologic hazards and lack of safe, adequate water. Across the state, businesses, citizens, state
agencies, and local governments make informed and smart land use and business decisions because of our work. Average citizens
and large companies alike, use our geologic hazard, water quality data, and groundwater-supply maps, online tools and on-the
ground assistance to avoid or reduce vulnerability and losses to geologic hazards and lack of safe water. Through educational
programs, CGS increases the awareness and understanding of these issues throughout Colorado.

The CGS Mineral Resources and Mapping Program improves the sustainability and economy of Colorado. State agencies,
private industry, local governments and others utilize our studies, maps, statistical data to responsibly explore and develop critical
mineral and energy resources. Colorado’s green industry, which is expected to generate 61 billion in revenue and provide over
600,000 jobs by 2030, utilize our maps and studies of both strategic and rare earth metals needed for wind and solar production.
The state’s economy and environment will benefit from CGS’s leadership in the studies of CO, sequestration and geothermal
power generation — cleaner and/or renewable energy.

The CGS Colorado Avalanche Information Center (CAIC) protects people and property by reducing or eliminating short and
long-term risks from avalanches. Avalanches not only take lives and destroy property; they damage local and regional economies.
Local communities and regional industries all suffer serious economic losses when avalanches close transportation corridors
causing lost visitor days and increased transportation costs. CDOT, Colorado’s Ski Industry and others use CGS forecasting,
online tools, and maps to avoid or reduce their vulnerability and losses to avalanche hazards. CGS also increases public safety
through extensive educational programs and educational aids readily available to the public.

Key Ways CGS Protects Public Safety

Emergency Planning and Response

e Public safety is protected by the quick response of the Geologic Hazards Program and the CAIC to natural hazards and
disasters across the state.
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State and local emergency managers utilize Geologic Hazard Program reports and Mapping Program maps to assess
vulnerability of people, state assets, and critical facilities to natural hazards and to implement mitigation strategies to reduce or

eliminate risks. Key components of hazard management and response plans rely on these data.

Protection of Water Quality and Quantity

Federal, State and local agencies utilize our Environmental Geology water quality studies and reports on natural or
background water quality and human-induced water degradation to better manage water supplies, establish reasonable water

quality standards, and protect people and the environment.

Municipalities and citizens, many economically challenged and in drought-prone areas, are highly dependent on ground
water; however, good data to properly manage these resources is often sparse. They use our Environmental Geology
studies on aquifer properties and water storage to increase underground water storage and manage ground water in a
sustainable manner.

Environmental Geology water studies are funded through collaborative partnerships with Federal, State, and local
agencies. DNR Operational Account of the Severance Tax Trust Funds are used to leverage Federal grants and bridge
funding gaps in communities with limited resources; often making these important studies possible.

Disaster and Hazard Prevention

By integrating our products and hazard mitigation advice into day-to-day land use decisions, School Districts, Local
Governments, Private Industry and Citizens make communities more resilient and resistant to natural hazards. The
Geologic Hazard and Mapping Programs make this happen through studies, hazard maps, geologic maps and local land-
use reviews.

State agencies such as CDOT, Emergency Managers, and Local Governments rely on CAIC educational aids, avalanche-
safety courses, and expert forecasting to prevent highway closures, avalanche deaths, and disasters.

Key Ways CGS Enhances the State’s Economy

Economic Support to Schools and State Agencies
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Legislative Budget Analysts and the Department of Local Affairs rely on Mineral Resources and Mapping Program
coal, oil and gas production and reserve reports to project State Severance Tax Revenues. In 2008, Colorado received
$178.4 million in coal, other mineral, oil and gas production royalties, half of which are used to fund public schools.

The State Land Board utilizes our Mineral Resources and Mapping Program maps and reports to estimate the value of
mineral and energy reserves on state lands to obtain higher bids when mineral rights are auctioned, which sets lease fees
higher. This directly increases revenue to children and schools.

The Colorado Office of Economic Development and International Trade lists Colorado’s spectacular scenery and
recreational opportunities, including 40 state parks, as key reasons businesses expand or relocate to Colorado. Mapping
Program geology guides for state parks are used to promote Colorado nationally.

Economic Support to the Tourism Industry

In 2007, Colorado welcomed a record 28 million overnight visitors who spent $9.8 billion in tourism related expenditures
and with 24 ski areas, Colorado is the number one ski destination in North America. The Ski and Tourism Industries rely
on CAIC avalanche forecasting to reduce lost visitor days and associated economic losses.

Economic Support to the Mining Industry

Investors looking to invest in Colorado mining operations or develop mineral reserves rely on Mineral Resources and
Mapping Program reports and data for investment opportunities.

Colorado’s mining industry relies on Mineral Resources and Mapping Program publications about the location and
character of mineral and energy deposits to create new or expanded exploration and development projects. The mining
industry generates over $3 billion in sales annually and over $8 billion in total economic value to the state.

The Mineral Resources and Mapping Program is charged to promote the development of mineral and energy resources
of Colorado. Key information is given to industry, local government planners, and citizens interested in Colorado’s mineral
resources. This information includes the location and character of mineral and energy deposits, location of active mines
and quarries, production summaries, and annual reports of industry activity in Colorado. Geological maps supply new
baseline data that can highlight areas for new mineral or energy exploration and areas prone to dangerous geologic hazards.
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Oil and Gas Conservation Commission (OGCC)

The mission of the Colorado Oil and Gas Conservation Commission (COGCC) is to foster the responsible development of Colorado’s
oil and gas natural resources. The Administration, Financial and Hearings section performs the following functions:

Plans and forecasts COGCC activities, revenue and expenditures to manage financial resources

Prepares the annual budget request.

Acts as liaison to the Department Executive Director’s Office, Human Resources and Accounting Sections to provide input into
Department decisions and to take information back to staff regarding Department policy.

Administers appropriations from the Oil and Gas Conservation and Environmental Response Fund, the Severance Tax Operational
Account, and the Underground Injection Control Federal Grant for their effective and efficient use.

Serves as the agency media contact and prepares press releases, brochures, and other public information regarding COGCC
activities.

Assists the Commission in conducting hearings, holding local public forums, developing policies, and implementing rules,
regulations, and orders.

Performs proactive outreach to parties such as the oil and gas industry, local governments and other interested groups to share
information about issues of concern, to form committees, and to work on rulemaking.

Responds to inquiries and investigates complaints.

The Information Section’s mission is to foster the responsible development of Colorado's oil and gas resources in a manner that is
consistent with the protection of public health, safety and welfare, including the protection of the environment and wildlife resources.
The Information Section, which includes the Production and Levy, Permitting, GIS Mapping, Bonding, and Records Administration
units, performs the following functions:

Collects, reviews for compliance, processes, stores, and tracks oil and gas well information, production volumes and conservation
levy volumes and values in the State of Colorado. The collected data will supply information on the complete life cycle of oil and
gas wells.

Compiles and stores well information, production, and levy data in a database and document imaging system that is used to
validate the data, to facilitate day to day operations, and to respond to public inquiries.

Ensures that oil and gas operations and regulatory reporting are in compliance with the rules, regulations and orders of the
Commission.

Reviews all drilling permit applications for regulatory compliance.
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e Ensures that oil and gas operators are properly registered and meet the financial surety requirements for oil and gas operations.
e Manages the Local Area Network and the COGCC Internet Website to disseminate COGCC information to the public, government
agencies, and other customers.

The mission of the Operations section is to ensure technical compliance with the COGCC rules and regulations. The Operations
section performs the following functions:

e Reviews information and applications for approval, including production and injection well applications, technical well
information, pit applications, land farms, remediation work plans for exploration and production waste cleanup operations and
requests to plug and abandon wells.

e Performs field inspections of drilling, production, and injection wells and well abandonment, pit and landfarm operations and
exploration and production waste cleanup operations to ensure compliance.

e Responds to inquiries and investigates complaints regarding oil and gas operations.

e Monitors field operations under the Environmental Protection Agency delegated Underground Injection Control program.

e Identifies, recommends, and manages onsite work on oil and gas well plugging and reclamation projects, and coordinates
investigative and remedial projects using the Oil and Gas Conservation and Environmental Response Fund (Fund 170).

e Recommends and provides support at Commission hearings for enforcement actions related to violations of COGCC rules.
Provides technical expertise in other hearing matters.
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State Land Board (SLB)

The State Land Board consists of four sections: the Field Operations Section, the Minerals Section, the Real Estate Section, and the
Financial Operations Section. The Land Board is cash funded with revenue generated from the state lands under its management.

The Field Operations Section contributes to the State Land Board's mission of producing "reasonable and consistent income over time"
for its trust beneficiaries by managing approximately 2.8 million acres of state trust land assets and approximately 3,000 surface leases.

Field Operations Section employees work with state trust lessees on day-to-day land management issues and challenges, as well as on
longer-term initiatives to ensure that natural resources on trust lands are conserved, and that the long-term value of the trust asset is
maintained or improved. They also perform property inspections and recommend appropriate land disposals and acquisitions that make
sense for both the Land Board and the lessee or other private landowner.

Management of surface uses is conducted through a network of seven district offices, each staffed by a district manager and district
assistant, to provide customer service, including lease renewals, assignments, rights-of-way inquiries, etc., to lessees, city and county
governments and other citizens on a localized basis. District offices are currently located in Craig, Alamosa, Greeley (two offices are co-
located), Sterling, Pueblo, and Lamar. These offices are responsible for activities that include development of agricultural policies and
procedures; on-the-ground management of leases; real estate exchanges and sales; communications with lessees and local, state and
federal agencies concerning state land issues; surface use issues that arise from the Board’s mineral development activities; and
troubleshooting and resolving problems and conflicts involving trust land management.

The Field Operations Section also has a centralized leasing section in the Denver office that coordinates functions such as lease
renewals and assignments and cooperates with the Financial Section to ensure accurate and timely accounts payable and receivable.
The lease management workload within the Field Operations Program is highly cyclical. Since 2000, the number of leases expiring,
after a normal ten-year lease term, has increased dramatically. All these expiring leases have to be publicized, all lease applications
examined; new leases negotiated, and then issued and properly executed for an additional term. This has resulted in a workload that
has overwhelmed current staff resources. This high rate of lease turnover will continue for the next several years.

In addition, the Field Operations Section manages the Multiple Use Program, under which the Colorado Division of Wildlife leases
some 500,000 acres of trust land for wildlife-related recreation. The Field Operations Section is also responsible for the management
of programs that provide assistance, incentives and/or cost-share to lessees. These are: the Enhancement Fund of the SLB-DOW
Public Access Program, which distributes approximately $150,000/year in DOW rental monies for property improvement projects on
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trust lands enrolled in the Program; the Land and Water Management Fund, a $100,000 annual cost-share fund for improvements and
activities that ma