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BEFORE THE OIL AND GAS CONSERVATION COMMISSION
OF THE STATE OF COLORADO

IN THE MATTER OF THE PROMULGATION AND ) CAUSE NO. 1
ESTABLISHMENT OF FIELD RULES TO )
GOVERNOPERATIONS IN THE JOHNSON'S )

)

CORNER FIELD, LARIMER COUNTY, COLORADO

ORDER NO. 1-149

REPORT OF THE COMMISSION

This cause came on for hearing before the Commission at 9:00 a.m. on March 25,
2010, in Suite 801, The Chancery Building, 1120 Lincoln Street, Denver, Colorado, on the
Commission’s own motion, for an order related to two Applications for Permits-to-Drill (“APDs")
filed by Magpie Operating, Inc. (“Magpie”) on June 13, 2008 that had not been approved as of the
date of the hearing.

FINDINGS
The Commission finds as follows:

1. Rule 502.a. of the Commission authorizes the Commission, on its own motion,
to initiate proceedings upon any questions relating to the conduct of oil and gas operations in the
State of Colorado or the administration of the Colorado Oil and Gas Conservation Act by notice of
hearing.

2. Due notice of the time, place and purpose of the hearing has been given in all
respects as required by law.

3. The Commission has jurisdiction over the subject matter embraced in said
Notice, and of the parties interested therein, and jurisdiction to promulgate the hereinafter
prescribed order pursuant to the Oil and Gas Conservation Act.

4. At its hearing on February 22, 2010, the Commission moved to initiate
proceedings related to two APDs filed by Magpie on June 13, 2008 for the following locations:

State Chase #33-36 Well:

Township 5 North, Range 68 West, 6" P.M.
Section 36: NW'4 SE %

1,874 feet from the south line (“FSL") and 1,981 feet from
the east line (“FEL”), just south of the center of the drilling
window measuring 400 feet by 400 feet for the quarter-
quarter section

State Chase #34-36 Well:

Township 5 North, Range 68 West, 6" P.M.
Section 36: SW'% SE

597 FSL 1,798 FEL, within the drilling window measuring
400 feet by 400 feet for the quarter-quarter section

5. The proposed wells are located on a property (“Moqui Meadows”) owned by
Wendy (a.k.a., Laura) Chase and Mike Sutak (“Chase and Sutak”). which is comprised of 77.599
approximate acres located in portions of the Wz of the SE'% of Section 36, Township 5 North,
Range 68 West, 6" P.M. Current surface use at Moqui Meadows includes irrigated crop land and
an equestrian riding, training, and competition facility. Chase and Sutak had filed a hearing
application requesting the Commission make a determination that Moqui Meadows is a Designated
Outside Activity Area (“DOAA”) under the Commission Rules. The Commission denied the Chase
Sutak DOAA application at its February 22, 2010 hearing; however, the Commission instructed
COGCC Staff to confer with the parties regarding locations for the wells that would mitigate
potential impacts to public health, safety and welfare considering the current use of the surface
estate.



6. On March 3, 2010, COGCC Staff, including Director Neslin, East Environmental
Supervisor Steve Lindbloom, and Northeast Region Field Inspection Supervisor Ed Binkley met
with Chase and Sutak and representatives from Magpie and the mineral owner (the Colorado State
Land Board) at Moqui Meadows to observe the site and consider locations for the proposed wells
and associated production facilities. Afterward, Director Neslin requested that Magpie provide a
written proposal for the location of the wells and production facilities taking into account potential
public health, safety and welfare impacts those facilities might pose in light of the current surface
use of Moqui Meadows.

By letter dated March 12, 2010 (subsequently clarified by email dated March 12,
2010), Magpie proposed to move the location of its State-Chase 33-36 Well from the 400-feet by
400-feet drilling window established by Rule 318A in the NW' SE'% to the 800-feet by 800-feet
drilling window in the center of the SE! of Section 36, Township 5 North, Range 68 West, 6" P.M.

Magpie proposed to access the well by a road following the eastern boundary of
Moqui Meadows extending from County Road 14 north to the alternative proposed well location.

Magpie proposed to locate a tank battery consisting of not more than two, low-profile,
300-barrel tanks approximately 400 feet to the west from the southeast corner of Moqui Meadows
immediately adjacent to Weld County Road 14. Magpie asserted this location would provide
convenient access to the tank battery for pumpers and would be conducive to unobstructed flow of
three-phase production from the well to the tank battery.

Magpie further proposed not to locate any compression or dehydration equipment at
the tank battery, provided the Commission approved Magpie’s APD for the State-Chase 33-36 Well
at the alternative location for a period of two years.

Magpie further agreed to withdraw or revoke its pending APD for the State-Chase 34-
36 Well while leaving open the possibility of two additional wells to be drilled on Mogui Meadows
with bottomhole locations in original 400-feet by 400-feet drilling windows for the State-Chase 33-
36 (directional) and the State-Chase 34-36 (vertical) Wells.

Magpie further agreed to the following proposed conditions of approval
recommended by COGCC Staff in its January 4, 2010 memo:

a. Drilling and completion activities shall occur between October 31 and
March 31, outside irrigation season.

b. Interim reclamation shall commence immediately following well drilling
and completion.

C. Implementation by operator of all practicable measures to ensure
minimizing the disruption to the surface owners’ irrigation practices.

d. In addition to the required notice for site preparation, drilling, and
completion, operator shall provide 30 days’ notice to the surface owners for any non-emergency
workover or well treatment. If the surface owners fail to notify the operator of a scheduled
equestrian event 14 days in advance of the scheduled work, the operation may proceed.
Otherwise, if there is a conflict, the operator shall work with the surface owners to avoid the work
during the surface owners’ scheduled equestrian events.

7. Chase and Sutak responded to Magpie's March 12 proposal on March 17, 2010.
Chase and Sutak opposed Magpie's proposed well location in the center 800" x 800" window, and
proposed locating two wells on the eastern edge of Moqui Meadows approximately 820 feet north
of the centerline of Weld County Road 14. The location Chase and Sutak proposed for the State-
Chase 33-36 Well is approximately 110 feet south of the location proposed by Magpie and is not
within any Rule 318A drilling window. They requested that any wells to be located on Moqui
Meadows be drilled in immediate sequence. They strongly objected to locating a tank battery on
Moqui Meadows due to concerns that noise and visual distractions from operations of those
facilities would increase the risk of public health, safety and welfare impacts to users of the surface
estate.
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Chase and Sutak agreed to a twelve-foot wide road on the east property edge
running from their proposed well site location to Weld County Road 14 and a horse safe 6 bar 2-
inch Powder River access gate that is kept locked at all times with separate locks for Chase/Sutak
and Magpie.

Chase and Sutak proposed that all flowlines run under the access road easement, as
Magpie had proposed in one of their discussions.

Chase and Sutak further proposed the following conditions of approval for drilling
permits:
a. Drilling should occur between November 15 and March 1.

b. Reclamation and reseeding with compatible grasses should commence
immediately following well drilling and completion with seed and seeding method picked by Chase.

6 The operator shall implement all practicable measures to ensure the
disruption to the surface owners’ irrigation practices are minimized.

d. There should not be any open pits, land farming of drilling tailings, or
discharged water on the property.

e. Routine access to the well sites should occur only before 8:00 a.m. to
minimize conflicts and potential injuries and surface owners’ risk of lawsuits.

i In addition to the required notice for site preparation, drilling, and
completion, the operator shall provide 30 days’ notice to surface owners for any non-emergency
workover or well treatment. If the surface owners fail to notify the operator of a scheduled use on
their property 14 days in advance after notification of scheduled work, then the operation may
proceed. Otherwise, if there is a conflict the operator shall work with the surface owners to avoid
work during the surface owners’ scheduled events.

8. On March 18, 2010, the Colorado State Board of Land Commissioners, as the
mineral owner of the property, submitted a letter to the Commission in support of Magpie’s March
12, 2010 proposal.

9. On March 23, 2010, the COGCC Staff submitted its analysis and
recommendation, a copy of which is attached hereto as Exhibit A and is incorporated by reference
into this Order as if set forth in full. The COGCC Staff recommendation is based on the site visit on
March 3, 2010; review and consideration of Magpie’'s APDs and subsequent well and associated
equipment location proposals; review and consideration of Chase and Sutak’s opposition to the
APDs and subsequent proposals; meetings between COGCC Staff and the parties; knowledge of
the current surface use of Moqui Meadows based on Chase and Sutak’s Application for DOAA
status for Moqui Meadows and the February 22, 2010 Commission hearing on their DOAA
Application, as well as site visits; knowledge of the geology of the mineral formations underlying
Moqui Meadows, as well as the applicable drilling and spacing units and setback requirements in
the area; and consideration of the legislature’s direction to foster the responsible and balance
development of oil and gas, consistent with the protection of public safety and welfare.

10. The Staff's recommendation is intended to minimize public health, safety and
welfare impacts to users of the surface estate, including the surface owners, given the current use
of the surface estate as an equestrian riding, training and competition event center while allowing
the mineral resources to be developed efficiently.

11. With minor suggested changes, the COGCC Staff's recommended location for
State-Chase Well 33-36 and associated conditions of approval should be adopted by the
Commission. The oil and gas resources should be developed, and the conditions of approval will
balance the development of the resources with public health, safety and welfare.

ORDER

WHEREFORE, IT IS ORDERED, that the following alternate location for the State-
Chase 33-36 Well proposed by the COGCC Staff along the eastern edge of Moqui Meadows,
approximately 820 feet north of the centerline of Weld County Road 14, in the SE'% of Section 36,
Township 5 North, Range 68 West, 6" P.M.) is hereby approved with the following conditions of
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approval to be applied to the Application for Permit-to-Drill submitted by Magpie Operating, Inc. for

such well:

—

A

Drilling and completion activities shall occur between November 15 and March 1.

The State Chase 33-36 Well shall be located along the eastern property boundary
at the location preferred by the landowner, approximately 110 feet south of the
location proposed by the operator.

Interim reclamation shall commence immediately following well driling and
completion. An appropriate seed mix and seeding method shall be selected by the
surface owner.

The operator shall implement all practicable measures to ensure that disruption to
the surface owners’ irrigation practices are minimized.

Drill cuttings and other exploration and production waste shall be disposed of
offsite.

Access to the well location shall be from Weld County Road 14 via an access road
along the eastern property boundary, as proposed in Magpie’s sketch. The road
shall be no wider than is reasonably necessary for safe maneuvering of equipment
and trucks.

A horse safe 6 bar 2-inch Power River access gate shall be installed across the
access road to prevent unauthorized entrance. The gate shall be equipped with a
lock that can be opened and locked by both the surface owners and Magpie.

In addition to the required notice for site preparation, drilling and completion, the
operator shall provide 30 days’ notice to the surface owners for any non-emergency
workover or well treatment. If the surface owners fail to notify the operator of a
scheduled event 14 days in advance of the scheduled work then the operation may
proceed. Otherwise, if there is a conflict, the operator shall work with the surface
owners to avoid the work during the surface owners’ scheduled equestrian events.

If the tank battery cannot be located off the surface of Moqui Meadows, the
following conditions shall apply:

a. The tank battery shall be located at the site designated by the operator
along the south property boundary, approximately 400 feet west of the
southeast corner of the property adjacent to Weld County Road 14.

b. The operator shall, to the extent practicable, minimize the size of the tank
battery by using among other methods, corrugated steel containment
structures rather than soil berms around surface equipment.

c. The operator shall install no more than two low profile tanks.

d. The tank battery shall not include any compression or dehydration
equipment.

e. The operator shall install a minimum eight foot privacy fence around the tank
battery to mitigate visual impacts and to prevent unauthorized access to the
facility. The construction and finish of the fence shall be reasonably
acceptable to the surface owner.

f. The operator shall use best efforts to ensure that operations and
maintenance activities at the tank battery do not occur during scheduled
equestrian events, provided that the operator receives at least 14 days’
notice in advance of the event. This requirement shall not apply to
emergency operations necessary to protect human health, safety, welfare,
or the environment.
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IT IS FURTHER ORDERED, that Magpie Operating, Inc. shall withdraw its pending
Application for Permit-to-Drill the State-Chase 34-36 Well.

IT IS FURTHER ORDERED, that the provisions contained in the above order shall
become effective forthwith.

IT IS FURTHER ORDERED, that the Commission expressly reserves its right, after
notice and hearing, to alter, amend or repeal any and/or all of the above orders.

IT IS FURTHER ORDERED, that under the State Administrative Procedure Act the
Commission considers this order to be final agency action for purposes of judicial review within
thirty (30) days after the date this order is mailed by the Commission.

IT IS FURTHER ORDERED, that an application for reconsideration by the
Commission of this order is not required prior to the filing for judicial review.

ENTERED this __ & ¥ e day of April, 2010, as of March 25, 2010.

OIL AND GAS CONSERVATION COMMISSION OF THE
STATE OF COLORADO

By Cﬂ/lﬂ{' /f“}/ﬂf/(/rr?mu

Carol Harmon, Secretary

Dated at Suite 801

1120 Lincoln Street
Denver, Colorado 80203
April 24, 2010
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Memorandum
To: Dave Neslin, Director

From: Steven Lindblom

CccC: Laura Chase and Mike Sutak — Surface owners
Ryan Wamer — Magpie Operating, Inc.
Phil Barber, Esq. — Chase/Sutak Counsel
John Jacus, Esq., - Magpie Operating Counsel
Heather Warren, Esq., - State Land Board
Carol Harmon - COGCC

Date: March 23, 2010

Re: Background and position summary — Magpie Operating Inc. wells State
Chase 33-36 and State Chase 34-36

BACKGROUND

On June 13, 2008, Magpie Operating, Inc. (Magpie or operator) submitted Applications for Permits to
Drill - Form 2 (APDs) for the State-Chase 33-36 and State Chase 34-36 wells in the Southeast Quarter
of Section 5, Township 5 North, Range 68 West, in Larimer County, Colorado. Two meetings between
COGCC staff and parties in this matter were held on site to discuss locations of wells and associated
facilities and to determine if Conditions of Approval (COAs) might be attached to the APDs to address
the surface owners' concems. The first meeting, an Onsite Inspection under the COGCC Onsite
Inspection Policy, was conducted on August 27, 2008. A second meeting between parties in this
matter was held on March 3, 2010 with the intent to discuss possible locations of wells and associated
facilities that would be acceptable to all parties. This meeting was attended not only by surface owners,
operator, and mineral interest representatives, but also by the COGCC Director and senior staff. The
surface owners stated that they would prefer the wells be located along the eastem property boundary
and that tank batteries be located offsite. Magpie agreed to contact adjacent landowners to determine
if locating the tank battery on adjacent property would be possible.

In 2009, the surface owners filed with the COGCC an application to designate their property an Outside
Activity Area, as defined in the COGCC 100 Series Rules. This matter was heard by the Commission
during the February 22, 2010 Hearing, and the majority of the Commission declined to designate the
property as an Outside Activity Area. The Commission subsequently requested that final approval of
the APDs for the wells in question be brought before the Commission at the March 25, 2010 Hearing.

MAGPIE POSITION

Magpie proposed in a letter, dated March 12, 2010 and clarified in an email on March 15, 2010, a
potential resolution to issues related to the APDs for the State Chase 33-36 and State Chase 34-36
wells. Both the letter and clarifying email are included with this memorandum as Attachment 1. This
proposed resolution included:
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e Locating the State Chase 33-36 well along the eastern property boundary at a location within
the 800-foot drilling window and close to (approximately 110 feet) north of a location
preferred by the landowner.

Withdrawal of the APD for the State Chase 34-36
Accessing the State Chase 33-36 location along the eastemn property boundary

« Constructing a tank battery along the southem property boundary adjacent to Weld County
Road (WCR)14

e Utilizing low profile tanks to minimize aesthetic impacts,

* Not locating compression or dehydration equipment at the tank battery.

SURFACE OWNER POSITION

In a March 17, 2010 letter to Director Neslin (Attachment 2), the surface owners reiterated their
opposition to the proposed activities but also suggested an alternate well location and requested that
specific Conditions of Approval (COAs) be attached to APDs for wells in question.

As with the Magpie proposed location, the surface owners suggest a location on the eastern edge of
the property with an access road to the location along the east property line from WCR 14. Based upon
the diagram provided by Magpie in Exhibit A of Attachment 1, the Magpie proposed location is
approximately 930 feet north of the centerline of WCR 14 while the surface owner proposed location is
820 feet north of the centerline of WCR 14.

The COAs suggested by the surface owner were considered and incorporated into the COGCC staff
recommended COAs with some modifications.

STAFF ANALYSIS

After review of correspondence between parties, discussions at the two meetings on site, and
information provided on the APDs, the COGCC staff recommend a combination of Magpie's and
surface owners' proposed resolutions, subject to several COAs that will be attached to the APD. The
approved APDs will be valid for a 2 year period, as suggested at the March 3, 2010 meeting on site and
as proposed by Magpie in their March 12, 2010 letter. Most of these COAs were provided to all parties
in the January 4, 2010 Background and Staff Analysis Memorandum to Director Neslin. The COAs
for the State Chase 33-36 well include:

e Drilling and completion activities shall occur between November 15 and March 1.

e The State Chase 33-36 well shall be located along the eastern property boundary at the
location preferred by the landowner, approximately 110 feet south of the location proposed
by the operator.

e Interim reclamation shall commence immediately following well driling and completion. An
appropriate seed mix and seeding method shall be selected by the surface owner.

¢ The operator shall implement all practicable measures to ensure that disruption to the
surface owners' irrigation practices are minimized.

¢ Drill cuttings and other exploration and production waste shall be disposed of offsite.

e Other than during drilling and workover operations, access to the well location shall be from
WCR 14 via a 12 foot wide access road along the eastem property boundary, as proposed in
Magpie’s sketch. During drilling and workover operations, access to the well shall be along
the same road but may be reasonably wide enough for safe maneuvering of equipment and
trucks.
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» A horse safe 6 bar 2-inch Powder River access gate shall be installed across the access
road to prevent unauthorized entrance. The gate shall be equipped with a lock that can be
opened and locked by both the surface owners and Magpie.

« In addition to the required notice for site preparation, driling and completion, the operator
shall provide 30 days notice to the surface owner for any non-emergency workover or well
treatment. If the surface owners fail to notify the operator of a scheduled event 14 days in
advance of the scheduled work then the operation may proceed. Otherwise if there is a

| conflict then the operator shall work with the surface owner to avoid the work during the

surface owners scheduled equestrian events.

Additionally, COGCC staff recommend that the following COAs regarding the tank battery be included
with the APD for the State Chase 33-36 well:

« If the tank battery cannot be located off site, the tank battery shall be located at the site
preferred by the operator along the south property boundary approximately 400 feet west of
the southeast corner of the property adjacent to Weld County Road 14.

s The operator shall, to the extent practicable, minimize the size of the tank battery by using,
among other methods, corrugated steel containment structures rather than soil berms
around surface equipment.

¢ The operator shall install no more than two low profile tanks.

The tank battery shall not include any compression or dehydration equipment.

e The operator shall install a minimum eight foot privacy fence around the tank battery to
mitigate visual impacts and to prevent unauthorized access to the facility. The construction
and finish of the fence shall be reasonably acceptable to the surface owner.

« The operator shall ensure that operations and maintenance activities at the tank battery do
not occur during scheduled equestrian events, provided that the operator receives at least
fourteen (14) days notice in advance of the event. This requirement shall not apply to
emergency operations necessary to protect human health, safety, welfare, or the
environment.

In addition to the actions proposed by Magpie in their March 12, 2010 letter, the Director will waive the
requirement to submit and obtain approval for an Oil and Gas Location Assessment, Form 2A for the
tank battery. The intent of a Form 2A is to assist in selecting appropriate locations for ocil and gas
facilities and to incorporate relevant COAs into the approval process. Waiving the requirement for a
Form 2A was deemed appropriate given that discussions regarding locations for wells and associated
surface facilities and appropriate COAs have been ongoing for a period of nearly two years.
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Davis Graham & Stubbs LLP

March 12, 2010

Via Electronic Mail

Mr. David Neslin

Executive Director

Colorado Oil and Gas Conservation Commission
1120 Lincoln Street, Suite 801

Denver, Colorado 80203

Re:  State-Chase 33-36 and State-Chase 34-36 Applications for Permits to Drill
of Magpie Operating, Inc.

Dear Mr. Neslin:

I am responding on behalf of our client Magpie Operating, Inc. (“Magpie”) as per your
request for a written position statement concerning Magpie’s referenced, long-pending
Applications for Permits to Drill (“APDs”) to complete two vertical wells on surface property
owned by Ms. Laura W. Chase (the “Property”’) pursuant to Magpie’s lease with the Colorado
State Land Board. Magpie appreciates the opportunity to submit this position statement and
believes it has developed an alternative which will allow the Colorado Oil and Gas Conservation
Commission (“Commission”) to approve one of its APDs and, if approved, allow Magpie to
withdraw the other pending APD, as described more specifically below. Magpie is particularly
mindful of the Commissioners’ concerns expressed at the conclusion of the recent hearing on
Ms. Chase’s and Mr. Sutak’s application for designation as an outside activity area, and believes
that the position described below, if approved, would satisfactorily resolve Magpie’s long-
standing dispute with Ms. Chase over access to the property for the lawful exercise of Magpie’s
lease rights to develop oil and gas for the benefit of the State of Colorado.

Summary of Magpie Position and Pending APDs

Magpie proposes the following resolution by action of the Commission and Magpie, of
two long-pending APDs, State-Chase 33-36 and State-Chase 34-36:

3 In order to mitigate the impacts of Magpie’s operations on the surface property
owned by Ms. Chase, Magpie seeks an exception location for its State-
Chase 33-36 APD that is located outside the GWA window for this location under
Rule 318A, but inside the drilling window that is centered within the southeast
quarter section of Section 36. See Magpie Exhibit A, attached. The granting of

John R. Jacus = 303 892 7305 - john jacus@dgslaw.com
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an exception location outside the 33-36 window, but inside the center-spot drilling
window that extends onto the Property, would achieve the desired mitigation of
impacts from drilling, completion, and operation of the well in that location for
the surface owners, and would also enable Magpie to complete a vertical well,

and thereby avoid the significant incremental additional expense of directional
drilling to which it has objected in its negotiations with the surface owners.

2. Magpie would access this well by a road along the eastern boundary of the
Property extending from County Road 14 north to a point on the eastern boundary
of the Property, but inside the center-spot drilling window under Rule 318A. See
Magpie Exhibit A, attached.

3. Magpie further proposes to locate a tank battery consisting on no more than two,
low-profile, 300 BBL tanks to serve the well to be completed at the noted
exception location on the southern boundary of the Property at a point
approximately 400 feet to the west from the southeast corner of the Property,
immediately adjacent to County Road 14. See Magpie Exhibit A. This location
would provide convenient access to the tank battery for pumpers, and the location
is conducive to unobstructed flow of three-phase production to the tank battery.

4, Magpie further agrees not to locate any compression or dehydration equipment at
this proposed tank battery location as a condition of approval, provided the
Commission approves Magpie’s APD for State-Chase 33-36 at the noted
exception location for a period of two years.

o With these additional provisions as conditions of approval, Magpie agrees to
withdraw/revoke its pending State-Chase 34-36 APD and leave open for future
application and ruling the possibility of two additional wells to be drilled on the
Property which will bottom hole in the GWA 33-36 window and the 34-36
window under Rule 318A.

Reasonable Accommodation

Ms. Chase, Mr. Sutak, their attorney and the Commissioners have all made reference to
the doctrine of reasonable accommodation as recently codified by statute, but that standard does
not apply in this instance, and even if it did, Magpie has met and exceeded the requirements of
the doctrine as codified. As a lessee of the State Land Board, Magpie is entitled to “convenient”
access to develop and produce the oil and gas minerals located beneath the Property. That
standard should allow Magpie to place vertical wells into each of the three GWA windows
located upon the Property, but Magpie has not insisted upon its right to do that; rather, Magpie
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has attempted to accommodate the surface owners’ use of the Property and is no longer seeking
to place a vertical well in the 33-36 window. A vertical well in that window would interfere with
the surface owners’ use of the improved riding area that they have created over a period of years
and that their guests use and enjoy for equestrian events, and that is not something with which
Magpie wishes to interfere. This Commission should approve the proposed exception location
on the eastern edge of the Property, but in the center drilling window of the southeast quarter of
Section 36, south of the irrigation ditch running across the Property, as proposed on Magpie
Exhibit A.

Fairness to Magpie

Magpie has been diligent in its efforts to obtain Commission approval of the long-
pending APDs. It has attempted on numerous occasions to access the Property for surveying and
has now participated in two site inspections involving COGCC’s staff, the latter of which was
occasioned by a visit from Channel 7 News, something which the surface owners knew about
and failed to disclose to the staff or Magpie and its counsel. It seems the surface owner will do
almost anything to prevent Magpie from exercising its valid and enforceable lease rights under
Commission rules to explore for and produce oil and gas owned by the State of Colorado beneath
the Property, and it seeks to have this Commission do its bidding in preventing this from
happening. Magpie has been both patient and diligent in seeking approval of its long-pending
APDs, and this should not be rewarded with a denial of both applications by this Commission.
Magpie is entitled to and deserving of the approval of at least one well location where it can
complete a vertical well so as not to incur the significant additional expense of directional
drilling, an expense which this Commission cannot lawfully impose upon Magpie, and certainly
not under these circumstances.

Future Wells

This position statement leaves open the issue of two future wells that might be drilled on
the Property, and whether those would be drilled from the pad at the proposed exception location
directionally, or vertically in the case of the State-Chase 34-36 window. As the Commission’s
staff directly observed themselves during the recent site inspection, there is nothing remarkable
or significantly improved about the southern portion of the Property in and around the State-
Chase 34-36 GWA window. It is a common irrigated hay meadow like any other across this
portion of Larimer or nearby Weld Counties on which wells and associated equipment are
located every single day in compliance with COGCC rules and in a manner that reasonably
accommodates the surface owners’ uses and activities. Magpie would be well within its rights to
insist upon a ruling in its favor to immediately locate a vertical well in the 34-36 window, but
seeks to resolve this dispute through Commission action expeditiously and as amicably as
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possible by proposing the noted exception location along the eastern boundary of the Property
within the center drilling window of the southeast quarter of Section 36. Commission approval
of that exception location would be authorized under Rule 318A.h. which permits exception
locations in the GWA comparable to those granted pursuant to Rule 318.c,, i.e., for
environmental or topographic reasons or other “good cause shown.” Magpie has requested the
waiver of the State Land Board for this proposed exception location and expects that it will be
granted, and also plans to survey the proposed exception location as soon as practicable, but had
not completed such a survey at the time this position statement was expected by Executive
Director Neslin.

Remaining Conditions of Approval

Magpie also agrees to the proposed conditions of approval recommended by staff in its
January 4, 2010 “background and staff analysis” memorandum to Director Neslin. Those
conditions of approval provide:

1. Drilling and completion activities shall occur between October 31 and March 31,
outside of the irrigation season.

2: Interim reclamation shall commence immediately following well drilling and
completion.
3. The operator shall implement all practicable measures to ensure the disruption to

the surface owners’ irrigation practices are minimized.

4, In addition to the required notice for site preparation, drilling, and completion, the
operator shall provide 30 days’ notice to the surface owner for any non-
emergency workover or well treatment. If the surface owners fail to notify the
operator of a scheduled event 14 days in advance of the scheduled work then the
operation may proceed. Otherwise if there is a conflict then the operator shall
work with the surface owner to avoid the work during the surface owners’
scheduled equestrian events.

Contingent Revocation of State-Chase 34-36 APD

Contingent on Commission approval of the proposed exception location for the State-
Chase 33-36 APD, as proposed above, Magpie would withdraw and revoke its pending State-
Chase 34-36 APD, and leave open the possibility of a future application for wells with bottom
hole locations in the two drilling windows located under the Chase Property.
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Conclusion

Magpie Operating is a small business. It has invested a substantial amount of time,
effort, and money in obtaining this Commission’s approval of its long-pending APDs. It has
diligently attempted to settle this matter so as to avoid a contested hearing on its APDs, without
success. Accordingly, this Commission must act to either approve or deny Magpie’s pending
APDs, and the proposal contained in this position statement affords the Commission an
opportunity to approve one vertical well location on the Property that greatly mitigates and
accommodates, while still allowing Magpie to conduct its lawful business activities under its
lease with the State of Colorado. Such a result avoids waste, promotes production, mitigates
impacts, and resolve a long-standing disputed issue, thereby meeting this Commission’s statutory
obligations. Magpie strongly urges the Commission to approve the proposed exception location
described above at its hearing on this matter, and appreciates the opportunity to submit this
position statement.

Respectfully submitted,

DAVIS GRAHAM & STUBBS LLP
ATTORNEYS FOR MAGPIE OPERATING, INC.

JRJ/cmt
Enclosures

et Carol Harmon, Hearing Officer
Matt Lepore, Esq., COGCC Counsel
Phillip Barber, Esq., Chase/Sutak Counsel
Heather Warren, Esq., State Land Board Counsel
Ryan Warner, Magpie Operating
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Lindblom, Steven

From: Harmon, Carol

Sent: Tuesday, March 16, 2010 3:06 PM

To: Niebrugge, Sam; Willis, Rob; Humecki, Margaret

Cc: Phillipbarber@aol.com; shelleypeister@phillipdbarberpc.com; Heather Warren; Jacus, John;
Neslin, David; Lindblom, Steven

Subject: RE: Supplement to Magpie letter

Sam,

Thank you for Magpie’s supplement.

Regards,
Carol

Carol Harmon, Hearings Manager

Colorado Qil and Gas Conservation Commission
Telephone: 303-894-2100 ext. 5105

Email: carol.harmon@state.co.us

From: Niebrugge, Sam [mailto:Sam.Niebrugge@dgslaw.com]

Sent: Tuesday, March 16, 2010 2:08 PM

To: Harmon, Carol; Willis, Rob; Humecki, Margaret

Cc: Phillipbarber@aol.com; shelleypeister@phillipdbarberpc.com; Heather Warren; Jacus, John
Subject: RE: Supplement to Magpie letter

Hearing Officer Harmon — Please see Magpie’s responses below.

Sam

Sam Niebrugge

Davis Graham & Stubbs LLP
1550 17th Street, Suite 500
Denver, Colorado 80202-1500
Direct: 303-892-7433

Fax: 303-893-1379

dkkkkkkk bRk ARk Ak kb khdkhdkhhidddhhhidkdd

This E-mail message is for the sole use of the intended recipient(s) and may contain confidential and privileged
information. Any unauthorized review, use, disclosure or distribution is prohibited. If you are not the intended recipient,
please contact the sender by reply E-mail and destroy all copies of the original message.
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From: Harmon, Carol [mailto:Carol.Harmon@state.co.us]
Sent: Tuesday, March 16, 2010 10:00 AM

To: Jacus, John; Niebrugge, Sam

Cc: Humecki, Margaret

Subject: Supplement to Magpie letter

John or Sam,




COGCC Staff would like Magpie to supplement its proposal for oil and gas activities by Magpie on Moqui Meadows
property to address the following issues:

Why could not Magpie locate the tank battery either to the east or west along the county road so that it would
be off Moqui Meadows?

Magpie is unable to place their tank batteries to the east along the county road because Magpie has a valid and
enforceable surface use agreement with the owners of the property to the east. That surface use agreement
does not allow for use of tank batteries on the property to the east for production from other properties.
Magpie is unable to place their tank batteries to the west along the county road because there is regulatory and
financial concern about that location. Magpie understands that the property to the west is subject to a planned
use development. Magpie has tried to contact the owners of that property to get a clearer picture of their
surface development plans, but has not heard a response. This creates both a cost and regulatory uncertainty
which prevents Magpie from agreeing to locate its tank battery for production from the Property elsewhere.
The proposed location disturbs less ground and accommodates the surface owner and neighboring residents,
while being convenient for Magpie and the State Land Board, owner of the minerals. And the record of our prior
hearing plus the recent site inspection confirms the lack of improvements in the hay meadow on the southern
portion of the Property, adjacent to the proposed tank battery location.

Why did Magpie allow its other APDs in Section 36 expire without drilling? Is there a geologic or other technical
reason for pursuing the location(s) on Moqui Meadows first?

Magpie is a small operator that does not have an unlimited drilling budget. The State Chase APDs have been
pending for nearly two years. At the time Magpie applied for these two APDs, it applied for a number of other
leases in Section 36. The COGCC approved the other APDs without controversy, but Magpie submitted those
APDs at a time when oil and gas were priced such that Magpie thought it could economically develop those
other wells. Magpie, like so many oil and gas operators, suffered a dramatic change in its business prospects
due to the Great Recession of late 2008 and 2009, and Magpie has testified that it was unable to gain access to
credit markets or financing to develop those locations; thus, those other APDs lapsed without being able to drill
the locations. Now, after the nearly two year delay by the Commission, the economic climate has improved,
Magpie has been able to acquire pipe, casing, and other well materials, and Magpie has greater access to the
credit markets and potential partnering terms with well field service companies to enable drilling of the State
Chase 33-36 well at the proposed alternate location. As such, the pending APDs are of great importance to
Magpie’s immediate business plans.

Does Magpie have waivers for the proposed location on Moqui Meadows from the State Land Board? If so,
please provide.

Magpie does not yet have a waiver from the State Land Board, but has requested one, as indicated in our
position statement of last Friday. Magpie does not believe, however, that a waiver is required in this instance.
Although Magpie has styled its well proposal as an exception location, the State Chase 33-36 well will be a
vertical well within the 800’ center-spot drilling window in the SE/4 of Section 36. So, the well is an exception
from the originally proposed location, but is still within the confines of Rule 318A.

Is the proposed location on Moqui Meadows closer than 150 feet from the property line? If so, please provide
the neighboring property owner’s waiver.

Attached to this response is the surface waiver of the Evelyn Betz Trust. Magpie also notes that the Director, at
the onsite inspection, stated the Commission could waive Rule 603.(a)(2).

Feel free to contact me with any questions.

Thanks,
Carol

Carol H

armon

Hearings Manager
Colorado Qil and Gas Conservation Commission
1120 Lincoln Street, Suite 801

Denver,

Colorado 80203

Telephone: 303-894-2100 ext. 5105




Facsimile: 303-894-2109
Email: carol.harmon@state.co.us

www.cogcc.state.co.us
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oy 1675 Lari Street, Ste. 620
P hllllp D. Barber, P.C. D:;:T:rCn;f:ado 30202
Telephone: 303-894-0880

Facsimile: 720-904-5755
E-mail: Phillipbarber@aol.com

March 17, 2010

Via Hand Deljvery

Mr. David Neslin

Executive Director

Colorado Oil and Gas Conservation Commission
1120 Lincoln Street, Ste. 801

Denver, CO 80203

Re:  March 12, 2010 letter from Magpie Operating, Inc. regarding State - Chase 33-36
and State - Chase 34-36 Wells.

Dear Mr. Neslin:

As you know, I represent Wendy Chase and Mike Sutak, whose Application for a
Designated Outside Activity Area was denied by the Commission at its February 22, 2010
meeting. The Commission also scheduled a hearing on Magpie’s pending APD’s, and
encouraged the parties to continue to explore alternative well sites. This effort included the
onsite visit that was conducted by you and COGCC staff last week.

We have reviewed Magpie’s March 12, 2010 letter. Magpie asks that the location of the
State - Chase 33-36 Well be moved to the “‘center window” in the section and also discusses the
possibility of “future wells”, although it does not appear that permits for those wells are being
requested at the present time. We believe that the primary issue before the Commission will be
the application of the reasonable accommodation doctrine to Magpie’s latest well proposal.
Magpie’s proposal does not offer any accommodation of the surface owner’s rights, since it
simply asks that Magpie be allowed to drill a well at a Rule 318A location and place a tank
battery on the property.

My clients’ response to Magpie’s new proposal is found in the attached letter from them
to you. They live on the Property and have the best understanding of where wells might
reasonably be located, taking into consideration the historic and current use of the Property and
Magpie’s request to drill. You will see that they have identified a reasonable location for the
wellsite that will allow Magpie to exploit the minerals. This is the same location that was

Z:\Sutak\Corineslinitr. 1. wpd




Mr. David Neslin
March 17, 2010
Page 2

presented to and approved by the neighbor to the east, Evelyn Betz, when she signed the

January 14, 2010 “Request for Exception to Rule 603.A.[2]”, a copy of which I am also attaching
to this letter. Thus, the site seems to be acceptable to both the adjacent landowner and my
clients.

We disagree with Magpie’s statement that “the doctrine of reasonable accommodation . . .
does not apply in this instance.” That doctrine was announced as the law in Colorado by the
Colorado Supreme Court in Gerrity Qil & Gas Corp. v. Magness, 946 P.2d 913 (Colo. 1997).
Referring to the mineral lessee’s right to access the mineral estate, the Court stated:

The right to use the surface as is reasonably necessary, known as
the rule of reasonable surface use, does not include the right to
destroy, interfere with or damage the surface owner’s
correlative rights to the surface. ... [U]nless the conduct of an
operator in accessing, exploring, drilling, and using the surface is
reasonable and necessary to the development of the mineral
interests, the conduct is a trespass.

946 P.2d at 926-927 (emphasis added).

The Gerrity decision acknowledged the tensions that naturally exist between the rights of
a surface owner and the owner of a severed mineral estate:

The fact that neither the surface owner nor the severed mineral
rights holder has any absolute right to exclude the other from the
surface may create tension between the competing surface uses.
The broad principle by which tensions are to be resolved is that
each owner must have due regard for the rights of the other in
making use of the estate in question. Grynberg v. City of
Northglenn, 739 P.2d 230, 234 (Colo. 1987).

The Court went on to describe the accommodation that mineral owners must make to the surface
uses:

This *due regard’ concept requires mineral rights holders to
accommodate surface owners to the fullest extent possible
consistent with their right to develop the mineral estate. [cite
omitted] How much accommodation is necessary will, of course,
vary depending on surface uses and on the alternative available to

Z\Sutak\Corrineslinitr. 1.wpd



Mr. David Neslin
March 17, 2010
Page 3

the mineral rights holder for exploitation of the underlying mineral
estate. However, when the operations of a lessee or other
holder of mineral rights would preclude or impair uses by the
surface owner, and when reasonable alternatives are available
to the lessee, the doctrine of reasonable surface use requires the
lessee to adopt an alternative means.

Id. (emphasis added). Mr. Jacus correctly points out that the Gerrity decision has been recently
codified by statute at C.R.S. §34-60-127, and is now part of the Oil and Gas Conservation Act.

There can be no doubt that Magpie’s proposed operations will impair the current surface
uses at Moqui Meadows. The accommodations requested by my clients in the attached letter are
reasonable and necessary in that they are technologically feasible and economically practicable.
Based on the testimony by Magpie’s witness, the additional cost, if any, to Magpie would be
negligible in comparison to their profits, and the value to the surface owners would be significant
in terms of reduced interference and risks to riders and horses. See Sutak/Chase letter. We
believe Gerrity requires Magpie to adopt these alternative means of exploration. Stated
conversely, the multiple wellsite locations and tank battery which Magpie describes would be an
unreasonable interference with the surface owner’s rights.

It was my understanding that as recently as the last Commission hearing, Magpie did not
propose to place a tank battery on the property. This turn of events has also been addressed in
the attached letter from my clients. Because the property immediately to the west has apparently
been platted, an oil and gas operations area would have been designated on that property which
would be available to Magpie for a tank battery per C.R.S. §24-65.5-103.5. The property to the
west is covered by the same Lease with the State Land Board.

Finally, I want to echo my clients’ statement of appreciation for the effort that you and
your staff have put forth in this matter. We look forward to answering any questions which you
or the Commission may have. Along with this original letter, we have enclosed 13 copies for the
Commission.

Sincerely,
P IP D. BARBER, P.C.
) Dard e

Phillip D. Barber
PDB/sfp
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Mr. David Neslin
March 17, 2010
Page 4

¢C; (via e-mail)
John Jacus, Esq. (w/enc.)
Sam Niebrugge, Esq. (w/enc.)
Heather Warren, Esq. (w/enc.)
Matt LePore, Esq. (w/enc.)
Carol Harmon (w/enc.)
Wendy Chase and Mike Sutak (w/enc.)
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Mareh 16, 2010

David Neslin

Colorado Qil and Gas Conservation Commission
1120 Lincoln Street, Suite 801

Denver, CO 80203

Mr. Neslin:

Wendy and [ are grateful for the staff"s and your efforts to help us try to resolve our disagreements with
Magpie. We know that all of you are very busy.

We have spent 15 years developing our property for its current use. Any oil and gas development will
compromise our ability to continue to use the property. It will certainly prevent us from making it safe
and available to the public including the different Pony Club chapters and other eventers that come from
all over the state of Colorado and surrounding states to take advantage of the unique training opportunity
we have been providing. We were disappointed that the Commission denied our DOAA application
which was an attempt to protect this use.

Magpie’s position statement does not provide a resolution for the COGCC or Ms. Chase in the
disagreement about location of well sites on our property. Their of] fer leaves open the possibility of
attempting to impact our facility again in the future if and when they see fit, and asks for the first time
that a tank battery be allowed to be placed on the property. Magpie has never considered a tank battery
on our property until this past month. It seems this is to punish us for disagreeing with them about well
site locations. As we said at the last hearing, the noise, distraction and truck traffic associated with the
tank battery pose the greatest risks and dangers to the health and safety of riders. spectators and the
horses by oil and gas operations on an equestrian facility. Horses and riders can be easily distracted or
frightened by unexpected and unfamiliar sights. noises and movements which come with that facility
and the associated traffic. Catastrophic injury is a real possibility. Magpie had always said the tank
battery would not be on our property, and we simply cannot agree to this last minute change. We prefer
their original proposal of tank batteries elsewhere. The only surface facilities should be the wellheads
surrounded by horse safe 6 bar 2-inch Powder River fence.

Although we prefer that there be no operations on the property, we have always offered a single well site
for two wells drilled simultaneously on the cast edge of our property as far south as possible,
approximately 820 north of the centerline of County Road 14. This would still impact our facility but
would attempt to minimize the dangers and would require the least amount of restructuring of the
property and the course. Magpie has continually refused to consider this. We disagree. Although
Magpie says this is oo expensive, the greatest single cost of drilling is the cost of breaking down a
drilling rig, moving it to a new location, and reassembling it before drilling again. This cost is always
born by the new well owner. By drilling multiple wells where drilling starts again on a new well in
minutes instead of days, progressive businesses gain a huge advantage at a cosl comparable to vertical
drilling. Likewise, for the life of a well, multiple wells in close proximity are easier and cheaper to
service.

Mr. Warner said at the last hearing that Magpie had the money to drill its wells, and I believe he
estimated the total costs at approximately $1 million. Ie also said that Magpie would receive a 5:1




return on its investment, or about $5 million over the life of the well. According to the email from
Ensign Drilling to Magpie, the additional cost of directional drilling is less than $20,000 per well. or
$40, 000 for two wells before accounting for simultaneous drilling. This is about 4% of the cost of the
project, and it is a reasonable cost for Magpie to incur to accommodate our established use of the
property and to help alleviate hazards to our users.

Their current single well site proposal is hundreds of feet closer to the middle of the riding and jumping
area than our proposal and would increase risks to horses and riders. Any location is going to impact the
way we have been using our land. The further north they go the greater the impact and chance of injury.

We would agree to a twelve foot wide access road on our east property edge running from our proposed
well site location to the county road and a horse safe 6 bar 2-inch Powder River access gate that is kept
locked at all times. This should be separately openable and lockable by both Chase and Magpie. All
flow lines would, as Magpie had originally proposed, run under this access road. We do not want any
other flow line easements.

Drilling and major work should occur between November 15" and March 1™

Reclamation and reseeding with compatible grasses should commence immediately following well
drilling and completion with seed and seeding method picked by Ms. Chase.

The operator shall implement all practicable measures to ensure the disruption to the surface owners’
irrigation practices are minimized.

No open pits, land farming of drilling tailings, or discharged water should be allowed on the property.
Routine access to well sites only before 8 a.m. to minimize conflicts and potential injuries and lawsuits.

In addition to the required notice for site preparation, drilling, and completion, the operator shall provide
30 days notice to surface owner for any non-emergency workover or well trcatment. If the surface
owners fail to notify the operator of a scheduled use on their property 14 days in advance after
notification of scheduled work, then the operation may proceed. Otherwise, if there is a conflict, then
the operator shall work with the surface owner to avoid work during the surface owner’s scheduled

events.

Ms. Chase and I plan to attend the hearing with Mr. Barber and will explain the merits of this proposal
to the Commission, and answer any questions they may have.

Thank you,
Wigndls Hoend

f“l \\:L,\(c. . y& RAPRVAR

Wendy Chase and Mike Sutak

CC: Carol Harmon




January 14, 2010
Re:  Request for Exception to Rule 603.A.(2)

Township 5 North, Range 68 West of 6th P.M.
Section 36: Southeast Quarter (SE4)
Located in Larimer County, Colorado.

Director:

Magpie Operating, Inc. has a lease in the aforementioned lands. The surface
property in the east half is owned by the Evelyn H. Betz Trust, in which Steven Betz
is Trustee. The surface property in the west half is owned by Laura W. Chase.
Magpie and Ms, Chase have entered into a surface use agreement for the purpese of
developing oil and gas. Magpie wishes to place well(s) closer than 150’ from the
property line dividing the two properties. It is understood that no operations on the
Chase property will directly impact the ground on the Betz property. This letter is
meant only to waive the 150’ setback requirement described in Colorado Oil and Gas
Conservation Commission Rule 603.a.(2). This letter will be filed with the Director
of the Colorado Oil and Gas Conservation Commission and in the records of Larimer
County. The well(s) location is in order to accommodate current surface use.

Thank you for your consideration.
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Ryan Warner
Vice President

1/we agree to the above described
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® M0 > TRECST:
FORM
2 St ! iraimo I §
Rev 12/06 Qil and Gas Const [
1120 Lincoln Street, Suite 801, Denver, Colorado 80203 Phone (303)894 2100 Fax (303)894-2109 L
APPLICATION FOR PERMIT TO: s JUN 13 2008
! Drill, D Deepen, D Re-enter, D Recomplete and Operate

2. TYPE OF WELL Refiing | ] p;uggmg”@mgc

o[ ] cas COALBED[ |  OTHER Sidetrack T T
SINGLE ZONE[ ] MULTIPLE ZONES[ X ] COMMINGLE ZONES Bt |
Attachment Checklist
3. Name of Operator Magpie Operating, Inc. 4. COGCC Operator Number: 52530 OP _|cocec
5. Address: 2707 South County Road 11 APD Orig & 1 Copy X
City: Loveland State: CO Zip: 80537 Form 2A X
6. Contact Name:  Ryan Warner Phone: 970-669-6308 Fax: 970-669-6396 Well location plat X
7. WellName: State-Chase Well Number:  33-36 Topo map X
8. Unit Name (if appl): Unit Number; Mineral lease map g
9. Proposed Total Measured Depth: 7650 Surface agrmt/Surety  |X
g WELL LOCATION INFORMATION 30 Day notice letter A
10, QurQtr: MW SE Sec: 36 Twp: SN Rng: 68W Meridian. 6 Deviated Drilling Plan
latitude: 4835476 /0. 35/ 349G Longitude: 10498767 ~/CY-§50528 Exceplion Location
FROFST FELFWL Request
Footage At Surface: @ leer 1393 | [reL ] Exception Loc Waivers
11. Field Name: Johnson's Corner Field Number: 42570 H2S Contingency Plan
12. Ground Elevation: y’ §#q {Q 13. County:  Larimer Federal Drilling Permit

14. GPS Data; /?1 10(0
Date of Measurement: -&m-‘ PDOP Readmg:ﬁ/ o Instrument Operator's Name: M L Coler

15. If well is: D Directional D Horizontal (highly deviated), submit deviated drilling plan.  Bottomhole Sec Twp Rng:

FNLFSL FELFWL FNUFSL FELIFWL

Footage A TopotPraZone: [ ] [ ] [] [_Jaeotonboe ] L] I ] [
16. Is location in a high density area (Rule 603b)? | | Yes | X ] No
17. Distance to the nearest building, public road, above ground utility or railroad: 1877 63t i
18. Distance to Nearest Property Line: 687 &0 19. Distance to nearest well permitted/completed in the same formation: ?%,24'1'0"
20. LEASE, SPACING AND POOLING INFORMATION

Objective Formation(s) Formation Code Spacing Order Number (s) Unit Acreage Assigned to Well Unit Configuration (N/2, SE/4, etc.)
Niobrara Codell NB-CO 407-87 6540 Sec 36 All
J Sand JSND N/A 640 Sec 36 All
21. Mineral Ownership: | |Fee State Federal Indian Lease #
22. Surface Ownership: Fee | |[State Federal Indian
23. Is the Surface Owner also the Mineral Owner? [ |Yes [ X No Surface Surety 0¥ 200F 6O F9
23a.1f 23 is Yes: Is the Surface Owner(s) signature on the lease? |Yes | [No
230.1123isNo: [ ]Surface Owners Agreement Attached or [ X_|§25,000 Blanket Surface Bond  [_]$2,000 Surface Bond [_]$5,000 Surface Bond

24. Using standard QtrQtr, Sec, Twp, Rng format enter entire mineral lease description upon which this proposed wellsite is located (attach separate sheet/map if you prefer):
Sec 36 5N 68W

25. Distance to Nearest Mineral Lease Line: e BiF 26. Total Acres in Lease: 640

DRILLING PLANS AND PROCEDURES
27. Is H2S anticipated? [ ] Yes No If Yes, attach contingency plan.

28. Will salt sections be encountered duing drilling? D Yes IT No
29. Will salt (>15,000 ppm TDS Cl) or oil based muds be used during drilling? Yes X |No
30. If questions 27 or 28 are yes, is this location in a sensitive area (Rule 903)? Yes No If 28, 29 or 30 are "Yes" a pit permit may be required.
31. Mud disposal: Offsite Onsite
Method: X | Land Farming D Land Spreading D Disposal Facility [_ Other:

NOTE: The use of an earthen pit for Recompletion fluids requires a pit permit (Rule 905b.) If air/gas drilling, nofify local fire officials.

String Size of Hole Size of Casing Weight Per Foot Setting Depth Sacks Cement | Cement Bottom Cement Top
Surface 12 1/4 8 5/8 24# 630' a0 63 - Surface
Production 7708 4112 10.5# 7650 200 — 7650 200" above Niobrara

: Stage Tool

32. BOP Equipment Type: [ Annular Preventor Izl Double Ram :] Rotating Head [ ] None
33. Comments No conductor pipe will be used.

34 Initial Rule 306 Consultation took place on (date) 4/4/2008 ,was waived, or is not required. Provide supporting documentation if consultation

has been waived or if good faith effort did not result in consultation.

PERMIT SUBMITTED TO COGCC PRIOR TO COMPLIANCE WITH RULE 306 CONSULTATION SHALL BE RETURNED UNAPPROVED.

| hereby certify that a complete permit package has been sent to the applicable Local Government Designee(s). and all statements made in this form are,
to the best of my knowledge, true, correct, and complete.

Signed: R Tl \S__ Print Name: Ryan Warner
v

Title: Vice President Date:  5/30/2008 Email  magpiecil@yahoo.com
T 5 |
Based on the information projd i Penmt -to-Drill complies with COGCC Rules and applicable orders and is hereby approved.

aeao;f cOGCC pate G Ayl 10
Expiration Date: éﬁ/ /Z

Permit Number:
APl NUMBER CONDITIONS OF APPROVAL, IF ANY:

0% 069 -06397-00

1) Provide 24 hour notice of MIRU to Ed Binkley at 970-506-9834 or e-mail at ed.binkley@state.co.us  2) Comply with Rule 317.i and provide cement
coverage from TD to a minimum of 200' above Niobrara. Verify coverage with cement bond log.

U_)-a(/ l{accz’th’aq mqsf ’ée_ Sarueyec/ pf“or ‘/’0 rmaove. :n anp/ f‘: u/ﬂ
and muast be Ssubm/ e to the COGcc for review.



Conditions of Approval
Attached to and part of the Permit to Drill
State Chase 33-36

e Drilling and completion activities shall occur between November 15 and March 1.

¢ The State Chase 33-36 well shall be located along the eastern property boundary at the location
preferred by the landowner, approximately 110 feet south of the location proposed by the operator.

e Interim reclamation shall commence immediately following well driling and completion. An
appropriate seed mix and seeding method shall be selected by the surface owner.

» The operator shall implement all practicable measures to ensure that disruption to the surface
owners' irrigation practices are minimized.

» Drill cuttings and other exploration and production waste shall be disposed of offsite.

e Access to the well location shall be from WCR 14 via an access road along the eastern property
boundary, as proposed in Magpie's sketch. The road shall be no wider than is reasonably wide -
necessary for safe maneuvering of equipment and trucks.

e A horse safe 6 bar 2-inch Powder River access gate shall be installed across the access road to
prevent unauthorized entrance. The gate shall be equipped with a lock that can be opened and
locked by both the surface owners and Magpie.

s In addition to the required notice for site preparation, drilling and completion, the operator shall
provide 30 days notice to the surface owner for any non-emergency workover or well treatment. If the
surface owners fail to notify the operator of a scheduled event 14 days in advance of the scheduled
work then the operation may proceed. Otherwise if the there is a confiict then the operator shall work
with the surface owner to avoid the work during the surface owners scheduled equestrian events.

In the event the tank battery will not be located off site:

e The tank battery shall be located at the site designated by the operator along the south property
boundary approximately 400 feet west of the southeast comer of the property adjacent to Weld
County Road 14.

« The operator shall, to the extent practicable, minimize the size of the tank battery by using, among
other methods, corrugated steel containment structures rather than soil berms around surface
equipment.

s The operator shall install no more than two low profile tanks.

The tank battery shall not include any compression or dehydration equipment.

» The operator shall install a minimum eight foot privacy fence around the tank battery to mitigate visual
impacts and to prevent unauthorized access to the facility. The construction and finish of the fence
shall be reasonably acceptable to the surface owner.

« The operator shall use best efforts to ensure that operations and maintenance activities at the tank
battery do not occur during scheduled equestrian events, provided that the operator receives at least
fourteen (14) days notice in advance of the event. This requirement shall not apply to emergency
operations necessary to protect human health, safety, welfare, or the environment.
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COGCC Staff Exhibit 2 - Docket No. 1003-GA-06
Proposed Magpie Operating and Chase-Sutak Surface Locations
Section 36 T5N R68W, Larimer County, Colorado
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COGCC, March 22, 2010
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COGCC Staff Exhibit 1 - Docket No. 1003-GA-06
Location of the Chase-Sutak Property
Section 36 T5N R68W, Larimer County, Colorado
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