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MONTHLY STAFF REPORT
. STATISTICS
Our monthly statistics report is attached. Based on data available to date, 1941 Applications
for Permits-to-Drill (“APDs”) were approved as of June 30, 2005. At that pace, it is estimated
that nearly 3914 APDs will be approved in calendar year 2005. This compares to the record
high 2,917 APDs approved in 2004, and 2,249 APDs approved in 2003.

The 2005 drilling permit totals for the top six counties as of June 30" are:

2005 (% of Total) 2004 2003

Garfield County 633 (33%) 796 566
Weld County 450 (23%) 832 757
Yuma County 307 (16%) 237 138
Las Animas County 165 (9%) 332 180
Mesa 73 (4%) 54 27

Rio Blanco 69 (4%) 154 179
La Plata County 60 (3%) 102 162

. NORTHWEST COLORADO

Attached are newspaper articles of local interest.

3 Northwest Colorado Oil and Gas Forum

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, September 8, 2005 at a location to be determined. The
Forum which is co-chaired by COGCC 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.

All parties wishing to be placed on the agenda for presentations need to contact Jaime
Adkins at 970-285-9000 or via e-mail to:jaime.adkins@state.co.us .

Mamm Creek Gas Field - West Divide Creek Gas Seep Investigation Update

There has been no change in conditions in West Divide Creek since last month’s Staff Report
update. The enhanced air sparging system within West Divide Creek continues to operate as
an additional remedial action at the gas seep.

EnCana continues to sample 28 domestic water wells, 2 irrigation wells, 4 ponds, 3 springs, 3
creeks, and 27 ground water monitoring wells (along West Divide Creek) as part of this
investigation. With the exception of the ground water monitoring wells along the creek and
recent samples from the Schwartz Monitoring Well, benzene, ethylbenzene, and xylenes have
not been detected in any of the water samples collected from these features. EnCana now is
collecting water samples from these sites on a monthly basis, except for 3 domestic water
wells where high concentrations of biogenic methane have been observed, which are being
sampled on a weekly basis. EnCana continues to supply water to area residences, as
requested.

Schwartz Monitoring Well

This water monitoring well is located approximately 300 feet north of the EnCana Schwartz 2-
15B Well and is completed at a total depth of 455 feet below ground surface. EnCana installed
this monitoring well in July/September 2004 at the request of the property owners. Low
concentrations of toluene observed in water samples from this well since its completion have
been attributed to material introduced by the drilling and/or well pump installation. Recent
samples (April 2005) have had low concentrations of benzene (2.8 ug/l and1.7 pg/l) in addition
to toluene. The State of Colorado ground water standard for benzene is 5 ug/l. Investigation
of the benzene occurrence is underway.

Local Project Status Update

URS Corporation (URS) has been selected as the contractor to conduct the hydrogeologic
study of the project area south of Silt, Colorado. The contract was signed on June 30, 2005
and the kickoff meeting between the URS, and Garfield County, EnCana, Western Colorado
Congress, and COGCC personnel is planned for July 8, 2005. URS expects work to begin
shortly thereafter.

Garfield County will be presenting its proposals for the other two public projects that will be
funded by EnCana Oil & Gas to the Commission at today’s hearing. One is the Piceance
Basin Natural Gas Educational Forum, which will be held at the Garfield County Fairgrounds in
Rifle, Colorado on July 16, 2005. The other is an analysis of the health risks associated with
oil and gas exploration and development.



SOUTHWEST COLORADO

Gas and Oil Requlatory Team (GORT) Meeting

The next GORT meeting is scheduled for September 16, 2005.

Ongoing Investigation, Reclamation and Mitigation of Explosion in the Bondad, Colorado Area

On June 9, 2005 the third soil gas survey of the impacted area was conducted and the final
report is being prepared. The majority of methane was detected in an elliptically-shaped seep
area similar to the seep area mapped in both the February and April 2005 surveys.

The monthly operations and maintenance of the existing methane detection systems in the
four houses and the fire station continue to be conducted by Standby Safety of Cortez,
Colorado.

On April 18 through 21, 2005 MicroGeophysics Corporation (MGC) conducted geophysical
surveys of the impacted area. A seismic refraction survey was conducted to determine the
depth to the bedrock. This information was used to map the bedrock-terrace gravel interface.
Electromagnetic surveys were conducted to look for subsurface metallic objects, such as
abandoned wells, buried tanks, or piping.

The electromagnetics (EM) and total-field magnetics (MAG) surveys identified the presence of
six anomalies in the vicinity of the Nick Spatter-Bryce Farm (NSBF) #1 Well. Anomalies 1, 2,
and 3 are located south and southeast of the NSBF #1 Well. Anomalies 1 and 2 exhibit a
weaker magnetic signal and may be the steel anchors used to tie down a drilling mast.
Anomaly 3 exhibits a much stronger signal and has the potential to be an additional wellhead
or other vertical metal feature. Anomaly 4 is a linear shaped horizontal and near surface
anomaly that runs to the north from the location of the explosion. Anomalies 5 and 6 are in
close proximity to the NSBF #1 Well.

Anomaly 4 exhibits a magnetic signature consistent with a buried pipeline; however, we have
not found any other information about an abandoned pipeline in this area. The importance of
this feature is that it runs directly below the former Yoakum residence. If a pipeline or utility
corridor is present, it seems likely that it may have acted as a preferential migration pathway
for methane and would explain the elevated methane concentration detected beneath the
former residence.

The next step in our investigation is excavation of the gravel terrace deposits to expose the
potential subsurface metallic objects that are identified as anomalies 1 through 6 and to
determine their potential to act as preferential pathways for methane migration. If any of these
anomalies are determined to be acting as a conduit, then a plan for mitigation will be
developed. LTE is developing a scope of work that will be used to solicit bids for this
excavation work. Mr. Yoakum has given us verbal permission to conduct excavation activities
on his property and staff is in the process of obtaining permission from the owner of the land
upon which the NSBF #1 is located. We hope to begin excavation activities by the beginning
of August 2005.



SOUTHEAST COLORADO

Mondragon and Saint Residences — Methane Gas Seepage from Coal Seams

Design of the permanent systems for removal of methane seeping into the Mondragon and
Saint residences was completed by LT Environmental (LTE). COGCC staff met with the
Mondragons and Saints and provided copies of the draft design on June 9, 2005. The plans
were approved by the Mondragons and Saints. HVAC and electrical contractors have been
identified and scheduled, and equipment ordered. Installation of the permanent systems to
ventilate the houses is currently scheduled for July 6, 2005. The temporary systems for both
houses are still active. On June 6, 2005, LTE conducted a detailed soil gas survey of the
Mondragon/Saint property. The survey included measuring methane in subsurface soils and
mapping areas of stressed and dead vegetation around the houses, in the meadow south of
the houses, in the timbered area north of the Highway 12, and along the northern bank of the
Purgatoire River. The survey results of the Mondragon/Saint property identified methane in the
subsurface soils in the pasture, surrounding the residences, in the timbered area north of the
highway and along the river. LTE conducted a limited methane seep survey on property owned
by Las Animas County Commissioner Jim Montoya on June 7, 2005. This property is located
1.8 miles west of the Mondragon/Saint property on the north side of the Purgatoire River. No
methane was detected at the Montoya property.

Primero School Gas Survey

COGCC staff met with Primero School official, Mr. Eric Davies on June 9, 2005 and provided
draft results of the methane survey conducted by LTE in April 2005. During this survey
flammable gas was detected around the Bus Garage. Analytical data also identified propane
in the subsurface. Based on this June 9, 2005 meeting and the data submittal, the Primero
School contacted the propane distribution company and requested that the tank and
distribution line be tested. The equipment was tested and repairs to the pipeline, from the tank
to the Bus Garage, completed during the week of June 20, 2005. A follow up methane seep
survey will be conducted by LTE in early July 2005.

ORGANIZATION

Staff Organization

Our current organizational chart is attached including the new Information Technology
Manager position which has been reallocated from the former Deputy Director position.

David Dillon has been appointed as the new COGCC Deputy Director of Operations. David
has been with the Commission for over ten years as a supervising engineer in the COGCC
Operations section, where he has done a fine job forging good working relationships and
respect among the industry and COGCC peers. David also brings with him extensive oil and
gas industry engineering experience that he gained prior to coming to work for the COGCC.
This position was announced statewide open-competitive for an extensive period, which was
followed by a formal selection process. | would like to thank Shane Henry and COGCC
Commission Chairman Peter Mueller for volunteering their time to serve on the selection
committee for this position.



VI.

Marc Fine has been appointed as the new COGCC Information Technology Manager. Marc
has been working with the Colorado Department of Revenue to manage a large application
development group, and brings with him extensive knowledge and experience. Marc will join
the COGCC staff on July 18, 2005. We would like to thank Kim Heldman, who is the Chief
Information Officer for the Department of Natural Resources, for her assistance in the
preparation of the exam and service on the selection committee, and COGCC Commission
Chairman Peter Mueller for his service on the selection committee.

The funding request for two additional field inspectors effective July 1, 2005 was recently
approved by the Legislature. Hiring for these positions is underway with the closing date for
applications set as July 9, 2005.

We are currently preparing a job announcement for the Engineering Supervisor position
vacated by David Dillon. This position will be announced the week of July 11, 2005. The
position will be announced to all Divisions within the Department of Natural Resources. David
Shelton will be acting Engineering Supervisor until this position can be filled.

PLANNING/ADMINISTRATION/OTHER

2004 Outstanding Oil and Gas Operations Awards

The deadline for nominations for the COGCC 2004 Outstanding Oil and Gas Operations
Awards was June 1, 2005. This will be the 9" year of this very successful program that
recognizes extraordinary efforts of oil and gas operators in a variety of categories. The awards
presentation will take place on August 2, 2005 at the Colorado Oil and Gas Association’s
Rocky Mountain Natural Gas Strategy Conference and Investment Forum. The COGCC staff
has submitted a list of nominations to the Commissioners and will be seeking approval at
today’s hearing.

Public Outreach Opportunities

David Dillon provided a presentation on COGCC regulation of oil and gas development at the
Colorado County Attorneys Association 2005 summer seminar in Steamboat Springs on June
9, 2005.

Tricia Beaver made a presentation on June 28, 2005 to the Industry/Agriculture Task Force
meeting to address surface rights. Steve Lindblom, the new Onsite Inspection Specialist, also
attended.

David Dillon has been invited to provide an informational presentation about COGCC
regulation to the Mesa County Planning Commission and County Commissioners on July 13,
2005 in Grand Junction.

Brian Macke has been invited to serve on a panel for the Piceance Basin Natural Gas
Educational Forum that is being sponsored by the Garfield County Energy Advisory Board and
Colorado Mountain College at the Garfield County Fairgrounds in Rifle on Saturday, July 16,
2005 from 8:30 a.m. until 4:00 p.m.



At the request of the local County Commissioners, Brian Macke has been invited to represent
the COGCC and make a presentation at a public oil and gas informational forum entitled "Your
Rights, Industry Rights" that will be held at the 4H center in Ridgeway, Colorado on July 19,
2005.

Onsite Inspection Policy

To date, the COGCC has received a total of ten (10) requests for onsite inspections with five
(5) requests withdrawn under the newly adopted Policy For Onsite Inspections On Lands
Where The Surface Owner Did Not Execute a Lease Or Is Not A Party To A Surface Use
Agreement which was effective for Applications for Permits-to-Drill (“APD”) submitted after
February 15, 2005. One (1) onsite inspection is scheduled for July 15, 2005. Two (2)
additional onsite inspections are in the process of being scheduled. The onsite inspections on
two (2) remaining requests will be performed once the Applications for Permits-to-Drill are
submitted to the COGCC by the operators.

COGCC Surveying Rules Update

A Rulemaking hearing has been docketed and noticed with the Secretary of State for the
August 15, 2005 hearing in Greeley. A draft of the proposed Rule is available on the COGCC
website.

Noise Requlation Update

A Rulemaking hearing has been docketed and noticed with the Secretary of State for the
August 15, 2005 hearing in Greeley. A draft of the proposed Rules will be available on the
COGCC website within the next several weeks.

Important aspects of this rulemaking address the following:

Type of land use now includes a Residential/Agricultural/Rural land designation with
day=50db(A) and night=55db(A) maximum.

Noise measurements will be taken 350’ from the noise source and compliance will be required
at this distance. Noise can be measured at a different distance and recalculated to 350’ if
required by terrain.

Compliance will be required at any residence within the 350’ radius that exists at the time of
noise source construction.

In situations where low frequency noise is indicated by initial COGCC inspection, a low
frequency noise impact analysis by a qualified sound expert will be requested. This study
would include identification of any reasonable control measures that should be employed to
mitigate such low frequency noise impact.

Penalties Status

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



Auqust Hearing Docket

A preliminary docket for the August 2005 hearing has been provided. Hearing dockets are
available on our 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.

COGCC Forms Changes

In an effort to meet requirements due to the new Onsite Inspection Policy and the digital log
upload capability, the Application for Permit-to-Drill, Form 2, and the Designation of Agent,
Form 1A, have been updated. The new versions of the forms are available as Adobe™ PDF
file downloads from the COGCC website (http://oil-gas.state.co.us) on the forms page. Forms
will be mailed upon request by calling (303) 894-2100 extension 100.

It has been suggested that the Completed Interval Report, Form 5A is lacking sufficient dates
to capture the completion date and the date of first production. Any comments on other
suggested changes should be sent to thom.kerr@state.co.us.

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.

o 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 COGCC staff.
o Library
= This page contains links to documents resulting from Commission studies,
activity reports, and statistical downloads.
o Hearings
= This page has links to the current and previous hearing schedules, which allow
for review of the dockets, agendas, applications and their outcome. It also has
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information that is useful when considering filing an application for hearing or
finding information about Commissioners.
Rules
= This page contains links to the Commission statute, Rules and Regulations, and
policies.
Orders
= This application provides searchable capability to the Commission’s orders. The
search by location is still under construction as we create the map layer for all
spacing orders.
Forms
= These are Adobe Acrobat documents that can be downloaded, completed,
printed and mailed. Some example and instruction documents are viewable.
Eventually, online forms will be available here, but the exact time frame is
unknown.
Staff Report
= Current and previous staff reports, with attachments, are viewable here.
Permits
= This application shows the last 12 months of approved permits and current
pending permits; it may be filtered by county.
Database
= This application enables users to query well, production and operator information.
These queried databases contain the most current set of data and are updated
throughout the day.
Local Gov
= This application provides database searches for local government contact
information and oil and gas activity within a selected area.
Images
= This application is an interface to the COGCC's historical paper files. All well
files, logs and hearing files have been scanned. This application is not user
friendly and the preferred method is to use the database queries and click on the
“docs” icon for wells and other facilities, or to use the Orders application.
Maps
= This interactive map application allows the user to zoom, pan and select types of
information to display. This application will also display the database information
for wells by selection tools or double clicking on a single item. There are also
tools to allow annotations and to save reusable map files.
Reports
= This area is still in development; the application malfunctions. The goal is to
have selectable data sets and statistical queries.
Local Area Network
= The COGCC staff is connected to services by a Local Area Network (‘LAN”)
connection which provides e-mail and data sharing capabilities. The LAN is
connected to the Centennial Building at 1313 Sherman Street by a wireless
interface; this connection provides access to the Internet and other state services.
COGCC staff utilizes the same applications in its work as Internet users, in
addition to others outlined below.



Database
= The COGCC maintains a comprehensive database of regulated facilities (wells,
pits, injection sites), incidents (inspections, complaints, spills), and affiliations
(companies and contacts).
Imaging
= This application provides the capability to convert the paper documents received
by the Commission to electronically available documents.
Form Processor
= This set of applications allows users to input, route, edit and update regulatory
reports submitted by oil and gas operators.
Geographic Information Systems (“GIS”)
= These applications provide the capability to create custom maps, convert survey
calls to geographic coordinates, and convert and utilize geographic positioning
system (“GPS”) data.
= The GIS Administrator creates daily updates for the Internet map data
downloads.
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; laptops have
been deployed to COGCC field inspectors and environmental staff. 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,
and other report tools necessary for COGCC field staff to facilitate data collection
and provide information.
Electronic Business
= There are approximately 200 operators reporting production electronically.

COGIS Projects, Updates and Changes

Hearing and Environmental File Indexing Project

Indexing of the hearing files is complete. The hearing files have been boxed and moved
to archives. Two people are currently working on indexing the environmental files.
Reclamation project files are being scanned and indexed, starting with the largest
reclamation projects. The project was not completed by June 30, 2005 due to
personnel retention and training issues.

One person is working on scanning and indexing the old plat maps, field inspections,
bradenhead tests, and various other documents that had been unsorted when the files
were first scanned. This is 90% complete and should be completed within the next two
months. As the other groups of documents are completed, this person will assist with
indexing of the environmental files.

LAS File Upload
This project provides operators with a method to submit digital well logs to the COGCC
over the Internet. This application is available from the “Forms” page on COGCC web
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site http://oil-gas.state.co.us. COGCC staff is working with operators and logging
companies to gain compliance with the digital log submission requirement. The digital
logs are beginning to show up on the web; the type of file precedes the log type in the
document name. In addition to LAS files there are PDS and PDF files which provide an
easy to view graphical representation of the logs; these graphical files do not eliminate
the LAS file requirement.

Delinquent Operations Report

This project will create an application to identify forms/reports that may be required and
are missing from the COGCC database. The software is being used but is still lacking
the automated settings in the database to review data on a monthly basis and revaluate
when well data is modified. The data cleanup is underway but will take several months.
Oil and gas operators are being asked to review a list of forms/reports that have not
been submitted and either provide the form/report or provide information substantiating
why it is not required.

Mapping Directional Wellbores Project

This is an industry sponsored project to make the directional wellbores visible on the
Internet map. The project is underway with the application development nearing
completion for the GIS and database pieces. There is a need to establish a format for
electronic submission of directional survey data, and the logging companies are being
surveyed so that a proposed format can be created for review by the logging
companies. Once a format is established, an application will be created to submit the
directional surveys electronically. Many thanks to Mr. Dewey Gerdom of Petroleum
Development Corporation for his insight into the need for such a data set.

Spacing Orders Project

The spacing orders are being evaluated and posted on the maps, with over seventy-five
percent (75%) of the state having been reviewed. The Wattenberg Field in northeast
Colorado is the only area remaining to be completed.

Database Cleanup Project

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 just under
28,000 well records that have not been updated.

US Standard XML Reporting Project

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 well
completions. The group has completed a business case for this project and a DOE
grant request has been submitted to fund the development. This project is currently
being tested in California with a prototype standard that has been published and is in
the review process prior to becoming a national standard.

Reports Online Project
This project has been delayed for a long period of time due to security configuration
issues related to server access, most of which have now been resolved. Remaining
issues with communications between applications used to deliver the reports are still
being worked through.
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VIl. VARIANCES

A Rule 502.b. variance was granted to Petroleum Development Corporation for Rule
1004.a. They are planning to drill wells in Section 31, Township 6 South, Range 96
West, 6™ P.M. and in Section 6, Township 7 South, Range 96 West, 6" P.M. where it
will not be technically feasible to grade, re-contour and reclaim the well pads and
access roads to their original condition as required by Rule 1004.a.
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Colorado Oil & Gas Conservation Commission

nthl eak ing and R n
Backleg Received Processed Withdrawn Rejected Incomplete In-Process Remaining
Drilling
Jun-04 202 228 258 9 0 10 153 163
Jul-04 163 236 208 8 0 12 171 183
Aug-04 183 268 236 3 0 13 199 212
Sep-04 212 295 258 4 0 25 220 245
Qct-04 245 281 268 8 0 32 218 250
MNov-04 250 284 242 18 0 39 235 274
Dec-04 274 334 348 4 0 20 236 256
Jan-05 256 296 263 13 0 24 252 276
Feb-05 276 343 248 8 0 23 339 362
Mar-05 362 413 336 19 0 33 aa7 420
Apr-05 420 413 418 17 0 24 374 398
May-05 398 321 340 12 0 42 326 367
Jun-05 367 360 342 14 0 38 333 371
Recompletion
Jun-04 14 13 18 3 0 1] B 6
Jul-04 6 6 6 0 0 1 2] [
Aug-04 7 19 14 1 0 1 10 1
Sep-04 11 17 16 0 0 1] 12 12
Oct-04 12 16 16 (1] 0 1 i | 12
Nov-04 12 9 11 1 o 1 8 9
Dec-04 9 1 18 0 0 0 2 2
Jan-05 2 36 T 2 0 0 29 29
Feb-05 29 14 29 0 0 0 14 14
Mar-05 14 27 33 1 0 0 7 F g
Apr-05 7 25 14 1 0 0 17 17
May-05 17 8 13 0 0 9 3 12
Jun-05 12 9 13 [i] 0 1 7 8
Total
Jun-04 216 241 276 12 1] 10 159 169
Jul-04 169 242 214 8 0 13 176 189
Aug-04 190 287 250 4 0 14 209 223
Sep-04 223 312 274 4 0 25 232 257
Ocl-04 257 297 284 8 0 33 229 262
Nov-04 262 293 253 19 0 40 243 283
Dec-04 283 345 366 4 o] 20 238 258
Jan-05 258 a3z 270 15 0 24 281 305
Feb-05 305 as7 278 8 0 23 353 376
Mar-05 arg 440 369 20 1] 33 394 427
Apr-05 427 438 432 18 0 24 391 415
May-05 415 329 353 12 0 51 328 379
Jun-05 379 269 355 14 0 39 340 379
Incomplete are permits that have missing of inaccurate data and cannot be approved.
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Backlog = Incomplete + In-process = Remaining permits from previous manth
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From the July 1, 2005 print editi

Garfield moves ahead in natural gas

Cathy Proctor
Denver Business Journal

For the first time, the number of drilling permits for natural gas wells issued in Garfield County -- which is at the center of the
young, fast-rising Piceance Basin -- has surged ahead of the number of permits issued in Weld County, home of the venerable
Denver-Julesburg basin northeast of Denver,

And Garfield County, also for the first time, outpaced Weld County in terms of daily natural gas production in 2004, according to
the Colorado Qil and Gas Conservation Commission.

The numbers -- in permits and production -- are the raw information behind the meteoric rise of natural gas activity in the
Piceance Basin on Colorado's Western Slope during the last few years. Rifle and Glenwood Springs are the largest municipalities
in Garfield County.

Weld, active since the 1970s, has received about one-third of the permits issued every year in the state. But so far this year,
Garfield has received one-third of the permits, while Weld has gotten just 24 percent, according to the commission.

Overall, the state's record of 2,917 permits issued in 2004 is likely to be smashed with ease during 2003, said Brian Macke,
commission director, who predicted there'll be more than 3,900 permits this year. As of June 23, Colorado's regulators had granted
1,857 drilling permits in 2005, he said.

"It's a substantial increase," Macke said of the pace through June 23. "It's a 35 percent increase over last year."

In 2004, Garfield County produced about 559 million cubic feet of natural gas per day, hot-footing ahead of Weld County, which
produced 534 million cubic feet of natural gas a day, according to the commission.

The move put Garfield in second place statewide for production, behind La Plata County in southwestern Colorado, home to the
massive San Juan Basin that straddles the Colorado-New Mexico border. La Plata's natural gas wells produced an average of
nearly 1.3 billion cubic feet of natural gas every day during 2004, according to the commission.

Weld had 36 more permits than Garfield in 2004, but the latter far surpassed Weld's figures through June 23, with 616 to Weld's
442, Macke said.

Garfield has gained stature in the industry in the last few years as rising natural gas prices made operations more economical.
Wells in the Piceance are more expensive to drill compared to other basins, such as the Denver-Julesburg.

But Weld County and the Denver-Julesburg basin remain important to the industry. Weld County still leads the state with nearly
11,000 active gas wells, four times more than the nearest challenger, La Plata County with its 2,693 active wells.

"The D-J [Denver-Julesburg basin] is still a wonderful, prolific basin, one of the largest 10 basins in the U.S. But the Piceance, I
think it's the biggest gas field in the lower 48," said Fred Julander, president of Julander Energy Co. and a longtime Denver oil and

gas industry insider.

Tulander said he believes up to 100 trillion cubic feet of natural gas could be sucked out of the Piceance Basin. By comparison, the
entire United States uses about 22 trillion cubic feet a year.

http://denver bizjournals.com/denver/stories/2005/07/04/story | .html?t=printable 7152005
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"This isn't to slight the D-J," he said. "It's like comparing Mickey Mantle to Babe Ruth. Mickey Mantle is a fine ball player, but
Babe Ruth is the best of all time."

Garfield County's Piceance Basin is the industry's latest up-and-comer, but Craig Van Kirk has seen many such shifts from his 25-
year perch heading the Petroleum Engineering Department at the Colorado School of Mines in Golden. It's just part of the normal
boom-and-bust cycle that sweeps periodically across the industry, he said.

"The rigs or the frac trucks [used for reworking older wells], they go where the action is, and they come and go," Van Kirk said.

"The Denver basin has been No. 1 in the U.S. on rig count and frac job count within the last 10 to 20 years in the whole U.S. But
no basin, no place can maintain the No. 1 position all the time. It's impractical. Impossible. It never happens.

"These tides come and go in basins. If the Denver basin had a soul, heart and brain, it doesn't need to feel embarrassed. It's not a
contest between basins and counties," he said.

Nor are the companies operating in the Denver-Julesburg or the Piceance ready to abandon one for the other.

"The Piceance is less developed [than the Denver-Julesburg] and we see the Piceance as having a lot of upside potential," said
Doug Hock, spokesman for EnCana Oil and Gas (USA) Inc., based in Denver.

EnCana officials have said the company, a subsidiary of EnCana Corp. (NYSE: ECA) based in Calgary, Alberta, Canada, expects
to drill about 280 wells in Garfield County and its neighbor, Rio Blanco County, this year.

While the number of permits may be down in Weld County, that's partially because it's a mature basin where the focus is on

reworking older wells to pull more natural gas from the ground. It's work that doesn't require a new well permit from the state,
said Joe Jaggers, vice president of Tulsa, Okla.-based Willliams Cos. Inc. (NYSE: WMB) and head of its Denver office.

Williams and EnCana are the two largest operators in the Piceance Basin.

Jaggers has worked in the Piceance Basin for years as part of Williams and the old Barrett Resources Corp., which is credited with
creating the technology that can get natural gas from the "tight," less-permeable rock formations in the basin. Barrett Resources
merged with Williams in 2001 after publicly rejecting offers from international oil major Royal Dutch/Shell.

"The Piceance is huge," Jaggers said. "It's well over | million acres, with huge gas-in-place resources, and relatively young in its
development with 2,000 to 3,000 wells to date and tens of thousands yet to be drilled."

Jaggers said Williams is planning to drill 300 new wells in the basin this year and another 450 wells next year.
Barrett Resources' Denver-based reincarnation, Bill Barrett Corp. (NYSE: BBG), remains active in Garfield, operating four
drilling rigs now and expecting to drill 80 wells this year. Another 60 wells should be drilled next year, said Kurt Reinecke, vice

president for Bill Barrett Corp.'s southern division.

Houston-based Noble Energy Inc. (NYSE: NBL), which closed its $3.4 billion deal for Denver-based Patina Oil and Gas Corp. in
May, also is ramping up operations in Patina's Denver-Julesburg holdings. Patina was a major operator in the Denver-Julesburg
basin.

The company is "absolutely not" going to abandon the basin, said Ted Brown, vice president of Noble's Rocky Mountain Region.

"We have stepped up activity for 2005 in the Wattenberg [Field, primarily in Weld County]," Brown said. "We've increased our
drilling rigs from two to three with plans to add a fourth rig sometime in the fall. We have probably thousands of projects left to
do out in the Wattenberg."

B 2005 American City Business Journals Inc.

http://denver.bizjournals.com/denver/stories/2005/07/04/story 1 .html?t=printable 7/5/2005
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Garfield real estate prices keep rising

By Ryan Graff
Post Independent Staff
June 28, 2005

Low inventory in some sectors of Garfield County real estate is pushing prices higher, and buyers must act quickly for lower-priced
housing, real estate agents said.

“Things are definitely moving,” said Tonya Nieslanik, owner and broker at Vicki Lee Green Realtors.

Properties countywide are selling in about three months, which is relatively fast — and in some markets, they are moving even more
quickly, she said. In Rifle, homes priced less than $200,000 generally sell in about a month, thanks in part to oil and gas workers
moving in, Nieslanik said.

Oil and gas workers are also having a particularly strong effect in Battlement Mesa and Parachute , said Jack Pretti, broker and
owner of Colorado Heritage Real Estate. EnCana’s move to Parachute is spurring both commercial and residential business, he said.

According to Land Title Guarantee Co., 914 real estate transactions — commercial, residential and land — took place in Garfield
County through May, an increase of 42.4 percent over the same period last year. The market is nearly on pace with the year 2000,
the first and most active year for which the company has records, Land Title’s Joe Carpenter said.

The active and tight market — especially in middle-income and rural houses with acreage, called ranchettes — is good for
homeowners, who should see their property value appreciate a bit more quickly, Pretti said.

In addition to new arrivals in the oil and gas industry, low interest rates and the appeal of the Roaring Fork and Colorado river
valleys are also helping the activity, said John Wendt, a managing broker at Mason & Morse in Glenwood Springs.

BACK *

http://www.postindependent.com/apps/pbes.dll/article? AID=/20050628/ VALLEYNEWS/50627010&Searchl...  7/4/2005
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EnCana invests in education

Amanda Holt Miller
Western Garfield County Staff
June 24, 2005
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Eagles Point at Battlement Mesa

www.coloradoheritage.com
Garfield School District No. 16 will make energy-
efficiency improvements to old buildings and add a
vocational program this fall through a bond and a 10
percent matching grant from EnCana.

District 16 was one of three school districts in
Colorado to qualify for the interest-free $2.5 million
national Zone Academy Bond. The other two were
Fremont Re-1 in Carson City and School District 11
in Colorado Springs.

Homesites starting from the $50’s

"This was a lot of work," said Todd Snidow, an
investment banker with George K. Baum in Denver. Snidow has worked with the district on various
financing projects for the past six years.

"It would have been easy for the district to do a lease-purchase agreement, but they realized what a good
deal this was for the taxpayers,” Snidow said.

Since the district won't have to pay interest on the $2.5 million loan, it will save about $1.3 million. But
getting the bond was not easy, Snidow said. There are a couple of qualifiers that put the bond out of reach
for a lot of districts.

"The tough part is that the district has to be poor enough. Thirty-five percent of students have to qualify
for the free or reduced lunch program,” Snidow said. "That's one part. But the biggest part is finding
someone to match 10 percent. That's always been the holdup."

To qualify for the bond, districts have to find a private company or person to offer a 10 percent match.
Snidow, who has worked on three other cases in Colorado, said he expected to have to make visits to all
of the area gas production companies and ask them to support the district together. He was surprised and
impressed to discover EnCana was willing to foot the entire cost.

The $2.5 million bond will fund energy-efficiency improvements to district buildings. The improvements
are expected to save the district about $100,000 a year in expenses.

The $250,000 EnCana gift will be broken up over three years. It will pay to create and maintain a
vocational program in the district's north annex building, across the street from the Early Childhood
Literacy Center. The vocational program will offer emergency medical technician courses, nursing and
welding. Students can also take dual-credit classes, for both college and high school credit, there.

Colorado Mountain College is teaching classes in the north annex and will continue to use the building,
partnering with the school district and EnCana. CMC is donating instruction materials for the welding
classes.

The $250,000 matching grant EnCana Oil & Gas (USA) offered comes on the heels of a $3 million grant
to CMC to build the college's new Rifle campus.

6/24/2005
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"One of the fundamental philosophies of the company is to make sure that the communities where we
work and live are made stronger because we're there," said EnCana spokeswoman Florence Murphy.

EnCana's constitution calls for the company to give | percent of its profits back to the communities where
it operates. The company focuses its contributions on education, health and wellness, the environment
and community development.

EnCana officials met with representatives from the school district and agreed to dedicate the $250,000
from EnCana to develop a vocational program. Murphy said EnCana will benefit from having a local
skilled labor force to draw from instead of hiring gas well workers from out of state.

District 16 superintendent Steve McKee asked visitors to the district office to read the mission statement
on the wall Monday night, which reads, "As a result of our efforts, graduates will be confident, caring and
contributing citizens successfully prepared for life."

"Only 30 percent of our graduates go on to college,” McKee said. "If you don't go to college, there's not
much for you to do in our complex world."

McKee said he hopes a vocational program will present Grand Valley High School graduates with the
opportunity to stay in the community and still find good-paying jobs.

"This is just really the way things are supposed to work," Snidow said. "The school district needs money
and a big energy company is helping a school district take a stab at conserving energy."

Contact Amanda Holt Miller at 625-3245 ext. 103

ahmiller(@ postindependent.com
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EnCana donates $3 million to CMC for new campus
Thursday, May 26, 2005

By MIKE McKIBBIN

The Daily Sentinel

RIFLE — A $6 million capital campaign for a new Colorado Mountain College campus in Rifle is halfway to
that goal after EnCana Oil and Gas presented college officials with a $3 million donation Wednesday.

College trustees are scheduled to decide on a campus site from two choices at their June meeting. One
site is south of Airport Road, across from the Wal-Mart Superstore south of Interstate 70. The other is
further east, adjacent to Airport and Mamm Creek Roads.

Engineering and cost analysis studies are under way on the two 13-acre sites.

The first site was offered by owners Jean and Jim Snyder. Developer Bob Howard donated the second site
last year.

CMC President Dr. Bob Spuhler said the new Rifle campus will “greatly increase learning opponunmes for
students seeking degrees, as well as those needing workforce training.”

EnCana President Roger Biemans said the new campus would help train natural-gas-industry workers, a
critical need as the area’s gas development continues to increase.

“A local skilled workforce is essential to the future of our operations,” he said.

A 2003 study found the average age of gas-industry workers was between 46 and 49 years old, and the
average retirement age was 55. That could mean the industry faces a workforce crisis within the next
decade as more than half of the employee base retires.

CMC Foundation CEO Alexandra Yajko said the capital campaign would focus on public and private
sources statewide for the remaining $3 million. The foundation conducted similar successful campaigns for
more than $50 million of new CMC facilities in several of its nine counties over the past decade.

The current Rifle campus is housed in a former high school building, which is nearly 80 years old, on
Railroad Avenue. It is not compliant with the Americans With Disabilities Act and lacks enough classroom
space and parking to meet a growing student population, said Campus Dean Pam Arsenault.

“Further retrofitting is not economically feasible, especially since CMC does not own the building,” she
said. “A new (Rifle) campus will better meet the needs of our service area from New Castle to Parachute
and Battlement

Mesa.”

Mike McKibbin can be reached via e-mail at mmckibbin@gjds.com.

http://www.gjsentinel.com/hp/content/news/stories/2005/05/26/5_26 _CMC_Rifle_campus_ WWW html;CO...
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BY DONNA GRAY
Post Independent Staff

Garfield County continues to lead the
pack in natural gas drilling activity.

Weld County has historically led the
state in drilling. But earlier this year
Garfield County inched ahead in the
numbers of well permits granted, and it
remains out in front.

“Garfield County is the epicenter of
increased activity (in the state),” said
Brian Macke, director of the Colorado 0il
and Gas Conservation Commission.

Statewide, there’s been a 30 percent
increase in drilling permits this year from
2004, with an estimated 4,000 permits
expected for 2005, Macke said in a report
on gas and oil production to the North-
west Oil and Gas Forum in Rifle last week.

Weld County has accounted for about
30 percent of the well permits in the
state, “But because of a huge increase in
permits in Garfield County, Weld now
has about a quarter of the permits,”
Macke said. Garfield County has 27.3
percent of this year's well permits, a total
of 552. Weld County had 388 permits
issued as of June 1. Rio Blanco and Mesa
counties have also “had significant
upticks in activity” last year and in 2005,
Macke said.

This year, 1,300 new well permits may
be issued in Garfield County, compared
to around 800 in 2004,

“That’s some kind of indication of
where things are headed,” Macke said.

He said he expects the total number of
active wells in the state to exceed 29,000
by vear's end. Weld still leads the state in
the grand total of wells with 10,954, fol-
lowed by 2,693 in La Plata County and
2,544 in Garfield County.

Another indicator of the magnitude of
the industry in the county, as well as the
state, is the number of drilling rigs at
work. Of the 70 to 80 active rigs in Col-
orado, about half are in Garfield County,
Macke said.

With all the drilling activity and pro-
ducing wells, Colorado now produces
about 3 billion cubic feet of natural gas
per day. Garfield contributes 559 million
cubic feet daily, making it No. 2 in the
state for production, Macke said.

Colorado gas production was valued
at §7 billion in 2004 and is expected to
rise to 38 billion this year.

“That’s conservative,” Macke said.

- T,
Fost Independent Photo/KELLEY COX

A drilling rig looms above a residence in
the Dry Hollow area south of Silt recently.

Gas prices have hovered between
$5.50 and $7 per British thermal unit,
which is two to three times higher than
two and a half years ago.

“It's the most important (factor) driv-
ing gas development in Colorado,”
Macke said.

Prices are also improving with more
pipeline access to get gas to market.
Garfield County’s natural gas industry is
now worth about $1 billion in annual
production.

“I'm sure it will far surpass that next
year,” Macke said.

Field inspector Jaime Adkins, of the
COGCC's Battlement Mesa office, report-
ed that he received 18 complaints in the
first quarter of this year, a 100 percent
increase from the same period in 2004,
“mostly from people who are not used to
(gas) development,” and who live in
areas where new gas development is tak-
ing place. Adkins said the complaints
were chiefly about dust and odors.

Contact Donna Gray: 945-8515, ext. 510

st {ent.com
gray’ep P
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County leads state in gas permits

NATURAL GAS — AT A GLANCE

Gas producers in Garfield County are hav-
ing a banner year. Here's how their num-
bers stack up:

Williams Production
® 13 drilling rigs in operation now and
expects to drill two to six wells per pad
B 1,100 total active wells, a 59 percent
increase over last year
B 130,000 acres under |ease
B 343 million cubic feet of gas produced daily
B drilled 244 wells in 2004 and expects to
drill 300 in 05 (in Garfield and Rio Blanco
counties), 450 in ‘06 and 490 in ‘07
B employs 90 people in its Parachute office,
will add 50 over two years; 600 full-time
contractors and will add 300-400 more

EnCana's North Piceance Field
M 17 drill rigs in operation
B 88 wells drilled to date in ‘05

EnCana’s South Piceance Field
(south of Interstate 70)
| seven rigs in operation
W 35 wells drilled to date in ‘05, with 80
projected by year end
B one rig working on Grass Mesa

Bill Barrett Corp.
B 20,000 acres leased south of Silt
| 292 wells drilled, with 90-100 projected
for '05
® five wells per pad

Antero Resources
M 15,000 acres leased between Silt and Rifle
B three test wells to be drilled this sum-
mer, one north of I-70 between Rifle and
Silt, and two near Stillwater development
south of Silt

Presco
M two rigs by mid-summer on leases
southeast of Battlerment Mesa

Occidental
B 10 wells drilled to date in 2005
B 30-35 wells this year

Petrogulf
® 5,000 acres leased in Taughenbaugh
Mesa near Beaver Creek
B 10 wells this year
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Studies to look at oil and gas impacts

EnCana fine money will pay for some of the research; GarCo will fund the rest

BY DONNA GRAY &/3/,
Post dfendmt Staff

As Garfield County’s natural
gas industry has surged in the
past year, its local government
is mounting a number of stud-
ies to determine its impacts.

County oil and gas auditor
Doug Dennison reported on the
studies to the Northwest il and
Gas Forum in Rifle Thursday.

A $371,000 fine the Col-
orade. Oil and Gas Conserva-
tion Commission levied against
EnCana last year will pay for
two of the studies. EnCana was
fined for drilling violations
related to natural gas contami-
nation of West Divide Creek
south of Silt. A hydrogeologic
characterization study will look

at the relationship between
drilling activities and water
resources. A contractor will be
chosen within the next two
weeks, Dennison said.

The EnCana fine will also
fund a health-risk analysis focus-
ing on the natural gas industry. A
scope of work will be presented

to the COGCC in July and work-

should start soon after.

A county-funded air quality
monitoring program is already
under way. Seven sampling sta-
tions have been set up in western
Garfield County, and Dennison
said results will soon be available
on the county’s Web site,
www.garfield-county.com. Both
airborne particulates and volatile

- organic compounds will be mon-

itored, Denmson said. The study
is expected to last for two years
and could be extended. ’

A cumulative impact study,
funded by the county, is also in

the works. .It will look at wide- -

ranging social and economic
effects of the gas industry in
Garfield County. In particular,
the study will examine property
values, human service organiza-
tions, the school system, emer-
gency services, employment
growth and demographics of the

~ county. A request for proposals

from prospective contractors will
be released in the next few
weeks, Dennison said. .

Garfield County Commission-
er Larry McCown also told atten-
dees of the cil and gas forum that
a loophole in the state severance

tax law has been discovered that
would allow companies such as
gas producers who pay severance
taxes on resource extraction to
contribute their share directly to
the counties for use in special
projects. Doing so would meet
their severance tax obligations,
McCown said.

“As the severance tax fund
continues to grow, it becomes
more of a target for raids each
year by the state, so local govern-
ments are not getting their fair
share,” he said. “(The money)
should go back to local areas
where the impacts. occur.”

McCown said he will work
with other county govern-
ments on promoting the idea.

“This is something that
could work for us,” he said.



arCo bursts with well desire

L-3-08

By MIKE MeKIBBIN (¢ suod!

The Daily Senteel J:'GCT‘
RIFLE — A “massive” natu-
ral-gas resource and high mar
ket prices have made Garfield
County the “epicenter” of gas
drilling activity in Colorado,
even surpassing longtime drill-
ing permit leader Weld County
in the first five months of this
year, a state official said Thurs-

on “Epicenter’ of gas drilling activity eyes
record numbefr of permits

day.
Colorado Oil and Gas Conser-
vation Commission Director
Brian Macke told the quarterly

MNorthwest Colorado Qil and
Gas Forum in Rifle that some
1,300 permits would likely be
approved for new wells in the

county by the end of the year
Last year, 796 permits, a record,
were issued.

“Garfield County is the epi-

center of the increased activity
we've seen in the state,” Macke
said. “Weld County used to
have about 30 percent of all
permits, but that's down to 25
percent and it's because of the
increased drilling in Garfield
County”

Through June 1, 552 permits

had been issued for wells in the
county Weld County had 388
permits.

The increased attention to the
estimated trillions of cublc feet
of*gas under the county, part of
the gasrich Piceance Basin, is
shown in the number of drilling
rigs, Macke said. Around 40 of
thi: 70 rigs in the state were in
Garfield County.

Two main gas operators, En-
Cana Oil and Gas and Williams
Production, have most of those
rigs, but other companies have
started drilling activities, too.

Williams Parachute District
Manager Steve Soychak said
his company had 13 rigs in the
county and plans to drill 300
wells in Garfield and Rio Blanco
counties this year Last year
Williams drilled 254 wells in the
two counties.

In November, the company '

planned to receive the first of 10
new rigs to help meet that goal,
Soychak said. Around 50 more
Williams workers and 300 to 400
subcontractor employees will be
hired, he said.

EnCana Operations Superin-
tendent David Grisso said his
company has 14 rigs, including
10 in the Mamm Creek field
south of Rifle. Another seven
rigs are in Rio Blanco County
EnCana plans to drill around
280 wells this year, Grisso said.

Bill Barrett Corp. plans todrill
90 to 100 wells, Antero Resourtes
will begin exploratory drilling
north of Interstate 70 between
Silt and Rifle this summer, Petro
Gulf Corp. has 10 wells planned
for Taughenbaugh Mesa south
of Rifle, Oceidental will drill
between 30 to 35 wells.

The Bureau of Land Manage-
ment's Glenwood Springs Field
Office has already approved 179

drilling permits since the start
of the federal fiscal year on
Oct. 1, 2004, said Associate Field
Manager Steve Bennett. That
compares to 183 permits in the
previous fiscal vear

The office is also processing
five geographic area plans from
various companies that could
result in close to 500 wells over
the next several years, Bennett
said.

Six pipeline projects were ei-
ther approved or under consid-

"~ THE ASSOCIATED PRESS
A NATURAL-GAS DERRICK towers over a ranch-style home located in the
Dry Hollow area outside Silt.

eration to help take all the gas to
market, he said.

Macke said the gas activity
is now a billion-dollar industry
in Garfield County, with daily
production of about 560 million
cubic feet a day, second in the
state,

In July, a third field inspector
will be hired and stationed in
the county to help handle the
increased monitoring and per-
mit review activities each well
requires, Macke said.



Chinese rigs, crews arriving in western Colorado
Thursday, July 07, 2005

By GARY HARMON

The Grand Junction Daily Sentinel

Some Chinese drill crew members already have arrived in western Colorado, preparing to start drilling for
natural gas in the Piceance Basin.

An official with Denver-based Western Energy Advisors, which brokers arrangements for the Chinese crews
and exploration and production companies, said he was unfamiliar with specific crews' schedules, but that
some crews and rigs could be expected to arrive in western Colorado now.

Several western Colorado residents on Wednesday reported seeing drill rigs arriving or being set up in the
area.

Western Energy Advisors worked with federal agencies to arrange for visas for the Chinese crews, said Bill
Croyle, a partner in Western Energy.

One hurdle the company had to clear was to show that the jobs couldn’t be done by American citizens or legal
residents.

That wasn't difficult to show, Croyle said, citing the loss of “a million” domestic jobs among major oil
companies over recent years, as well as reductions among smaller employers.

Much of the domestic exploration and production industry is "just gone,” he said. Rigs have been trucked in
from Canada and elsewhere for drilling in the United States.

Western Energy is working with the China National Petroleum Corp., he said., but a partner in the venture,
Golden Bear Drilling and Services Corp., is entirely American owned. A subsidiary of China National, Jilin
Petroleum USA of Denver, no longer has an interest in Golden Bear, he said.

One reason domestic exploration and production companies are attracted to Chinese crews is the
background of the drillers, Croyle said.

“In China, drilling is a lifetime profession,” he said.

The country has six petroleum universities, and many of the crew members hold master's degrees, bachelor's
degrees or the equivalent of associate's degrees, Croyle said.

Crew members must have at least two years of class work and a yearlong apprenticeship before they can join
a crew.

Many crews stay together their entire careers, he said.
“These people know what they're doing,” Croyle said. “It's all about the crews.”

Over time, Chinese crew members will train Americans to work on the Chinese-made rigs, he said, and the
number of Chinese workers will gradually shrink as Americans take over.

American workers still have plenty of work servicing drill rigs in the basin, he said.
And in any case, Croyle said, “The best Chinese food in the world will be at the commissary at the well site.”

Gary Harmon can be reached via e-mail at gharmon@gjds.com.
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