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December 30, 2014

Matt Lepore

Director

Colorado Oil and Gas Conservation Commission

1120 Lincoln Street, Suite 801

Denver, CO 80203

Dear Director Lepore:

Dave Neslin

303 892 7401

david.neslin@dgslaw.com

On behalf of our client, the Stelbar Oil Corporation ("Stelbar"), I am writing to request written

confirmation from the Colorado Oil and Gas Conservation Commission ("Commission") that Stelbar, its

successor, the Great Western Oil and Gas Company ("Great Western"), and any subsequent owner of

the property in question need not undertake any remedial work, mitigation, or other action regarding

elevated total petroleum hydrocarbon ("TPH"") and pH soil levels that were recently found at depths of

up to 28 feet and liquid hydrocarbons found in perched water samples in certain portions of the central

battery sites for the Pierce and Black Hollow Units in Weld County, Colorado.

Water flood operations have occurred at the Pierce Unit since 1967 and at the Black Hollow Unit

since 1960. Stelbar has owned and operated the two units since July 1990, when it acquired them from

Chevron Oil Company, the original owner and operator of the units. In connection with the pending sale

of these units from Stelbar to Great Western, environmental sampling at the two tank battery sites

found elevated TPH, pH, and liquid hydrocarbon levels in locations that appear to correspond to historic

pits at each site. Stelbar attributes all of the elevated TPH, pH, and liquid hydrocarbon findings at the

Pierce site to the historic Pierce pits, all of which were closed by 1989; Stelbar similarly attributes four of

the six elevated TPH findings and all of the elevated pH findings at the Black Hollow site to the historic

Black Hollow pits, most of which were closed by the early-to-mid 1980s. The evidence indicates that all

of these pits were operated and closed in compliance with then-existing Commission requirements.

Stelbar attributes the other two elevated TPH findings at the Black Hollow site to historic spills that

occurred in 1984 and 1998; these spills were likewise controlled, reported, and remediated in

compliance with then-existing Commission requirements as interpreted by the Commission.

These environmental conditions do not appear to pose a significant risk to public health, safety,

or welfare or the environment or wildlife resources due to their depth, hydrologic isolation, lack of

historic migration, and degradation over time. Under current Rule 524, a party can be held responsible

for and required to mitigate such conditions only if the Commission can demonstrate that the party

caused the conditions by conducting operations in contravention of then applicable provisions of the Oil

and Gas Conservation Act or its implementing regulations. As noted, the conditions here were caused

by historic operations that were consistent with the Act and regulations as they then existed and were

applied by the Commission. Accordingly, Stelbar and its successors are not responsible for these

conditions and should not be required to remediate or mitigate them.
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History of the Pierce and Black Hollow Pits

The Pierce central tank battery is located in the NE % of the SE % of Section 22, Township 8

North, Range 66 West, and the Black Hollow central tank battery is located in the NE % of the SW % of

Section 31, Township 8 North, Range 66 West. There are historic records for both sites, as well as

United States Department of Agriculture ("USDA") aerial photographs taken in September 1977,

October 1984, and July 1988. These records and photographs document the history of the pits at each

site beginning in late 1971, when the Commission began requiring pit permits. During the entire 60-year

operating history of these sites, there have been only two operators: Chevron before July 1990, and

Stelbar after July 1990.

In late 1971, the historic records indicate that two pits existed at the Pierce central tank battery

and three pits existed at the Black Hollow central tank battery. At that time, two of the three existing

Black Hollow pits were closed and replaced with a new pit, leaving two pits at each site. By 1974, the

number of pits had grown to three at the Pierce site and five at the Black Hollow site. The three Pierce

pits were lined, while the five Black Hollow pits were unlined. All three of the then-existing Pierce pits

were closed with written notice to and approval by the Commission in 1989. Three of the five then-

existing Black Hollow pits were closed and reclaimed during the early-to-mid 1980s, while the other two

pits were closed by Stelbar with written notice to and approval by the Commission in 2011 and 2012.

Both sites continue to operate today with producing wells, injection wells, and various other facilities.

It is probable that additional pits existed at the two sites and were closed prior to late 1971,

when the Commission's permitting requirement took effect. Exploratory and production wells were

drilled in these areas beginning in the 1950s, while water flood operations began in the Black Hollow

Unit in 1960 and in the Pierce Unit in 1967. At that time, production pits were common, and there were

no Commission requirements governing their construction or closure. Just as Chevron closed two of the

Black Hollow pits rather than permit them in 1971, it may have closed one or more Pierce pits at the

same time and for the same reason. Other pits at either or both sites may have operated and closed

prior to that time.

The following is a brief chronology of the pits based upon the historic record:

October 1971: Three pits existed at the Black Hollow site: a backwash pit; a drain pit; and a

clear water pit.1 An authorization for expenditure proposed to close the clear water pit, to retain the

backwash and drain pits, and to construct a new backwash pit for the water treating plant. The existing

and new pits would be lined with bentonite clay. Subsequently, it was decided to close the drain pit as

well. The locations of the clear water and drain pits are unknown.

1 See 1971 AFE for construction and maintenance work, Attachment 1.
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December 1971: The Commission approved earthen pit permit applications for two existing pits

at the Pierce site, the Pierce Central Battery Pits #1 and #2, and one existing pit and one new pit at the

Black Hollow site, the Black Hollow Central Battery Pits #1 and #2. Z All of these pits were described as

settling pits for "backwash" water plus "produced water" from the Pierce and Black Hollow fields. The

two Pierce pits were lined with neoprene and polyethylene, respectively, while the two Black Hollow

pits were sealed with bentonite clay. The two Pierce pits were located in the southwest quarter of the

Pierce site approximately 100 feet or more south of the existing tanks and facilities; the two Black

Hollow pits were located in the southwest quarter of the Black Hollow site approximately 100 feet or

more west of the existing treaters and separators.3

March 1974: The Commission approved earthen pit permit applications for another existing pit

at the Pierce site, the Pierce Central Battery Pit #3, and three existing pits at the Black Hollow site, the

Black Hollow Central Battery Pits #3, #4, and #5.4 The Pierce Central Battery Pit #3 was described as an

overflow pit in case of upset and as temporary storage for oil from a skimmer tank. The Black Hollow

Central Battery Pit #3 was described as an overflow pit for treater upsets, the Black Hollow Central

Battery Pit #4 was described as an evaporation pit for iron sulfide waste, and the Black Hollow Central

Battery Pit #5 was described as an emergency pit for treater or tank leaks or other pit failures. The

Pierce pit was lined with neoprene, the Black Hollow #3 pit was unsealed, and the Black Hollow #4 and

#5 pits were sealed with iron sulfide. All of these additional pits were located adjacent to the existing

pits in the southwest quarter of each site.5

October 1984: USDA aerial photographs indicate that Black Hollow Central Battery Pits #1 and

#5 were filled prior to October 1984, leaving Pits #2, #3, and #4 remaining at the Black Hollow site.6

July 1988: USDA aerial photographs indicate that Black Hollow Central Battery Pit #4 was filled

prior to July 1988, leaving Pits #2 and #3 remaining at the Black Nollow site.

June 1989: The Commission approved Chevron's plans to close the three Pierce pits as part of a

revamping of the oil storage facilities.$ The sundry notice stated that two of the pits were dry and had

not been used for several years, except that excess drilling mud had been dumped into one of these

pits. The third pit was still used as an emergency pit; it contained five to ten barrels of oily water, which

was removed, as well as pit bottom sludge, which was mixed with fresh fill dirt, compacted, and left in

place.

Z See 1971 permit applications for earthen pits, Attachment 2.

3 See 1977 aerial photographs, Attachment 3.

4 See 1974 permit applications for earthen pits, Attachment 4.

5 See 1977 aerial photographs, supra.

6 See 1984 aerial photographs, Attachment 5.

~ See 1988 aerial photographs, Attachment 6.

8 See 1989 sundry notice for pit closures, Attachment 7.
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November 1995: Stelbar submitted to the Commission a written pit inventory for the Black

Hollow site listing two emergency overflow produced water pits; the pits were described as fenced and

netted, but unlined.9

June 1997: Stelbar submitted to the Commission a sensitive area determination by Joseph D.

Stewart, P.E. for the two remaining Black Hollow pits.10 Mr. Stewart determined that the Black Hollow

site is not a sensitive area as defined by the Commission because it sits on top of a hill and is not

underlain by an alluvial aquifer or recharge zone. He also noted that the site is not classified for

domestic water use by the Water Quality Control Commission and that the pits are located more than

1/8 mile from the closest domestic water well.

August to September 2011: Stelbar closed Black Hollow Central Battery Pit #2 pursuant to a

Form 27 Site Investigation and Remediation Workplan approved by the Commission. As part of this

process, Stelbar removed approximately 1880 cubic yards of impacted soil to a landfill off site. No

groundwater was encountered, and soil sampling verified compliance with Table 910-1. The Colorado

Oil and Gas Information System ("COGIS")summary states that no further action is required.
11

December 2012: Stelbar closed Black Hollow Central Battery Pit #3 pursuant to a Form 27 Site

Investigation and Remediation Workplan approved by the Commission. As part of this process, Stelbar

removed approximately 6,972 cubic yards of impacted soil to a landfill off site. No groundwater was

encountered, and soil sampling verified compliance with Table 910-1. Both the COGIS remediation

summary and a December 17, 2012 email from John Axelson state that no further action is required.
12

The following is a brief chronology of spills based upon the historic record:

Mav 1984: Chevron reported a spill of approximately 200 barrels of oil due to the failure of a

pipeline coupling near the crude oil storage tanks in the northeastern portion of the Black Hollow site. 
13

This pipeline spill was controlled and contained within the dike around the tanks, and approximately 150

barrels of oil were recovered. It was verbally reported to the Commission on the day it occurred, and a

written report was submitted to the Commission five days later.

June 1989: Chevron reported a spill of approximately 650 barrels of oil from an overflow tank on

the east side of the Pierce site.14 Approximately 600 barrels of oil were reportedly recovered from the

9 See 1995 sundry notice for pit inventory, Attachment 8.
10 See 1997 sensitive area determination, Attachment 9.
11 See 2011 pit closure correspondence, Attachment 10.
12 See 2012 pit closure correspondence, Attachment 11.
13 See 1984 spill correspondence, Attachment 12.

14 See 1989 spill correspondence, Attachment 13.
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ground and a pit. This spill too was controlled and reported to the Commission on the day it occurred,

and no evidence of it remained when the Commission conducted afollow-up inspection that December.

January 1998: Stelbar reported a spill of approximately 330 barrels of oil on the east side of the

Black Hollow site due to a flow line leak between the heater treater and a stock tank.15 The oil drained

downhill to a nearby well location, where it was contained by a dike. Approximately 110 barrels of oil

were subsequently recovered, and the contaminated soil was removed and replaced with clean soil.

Stelbar verbally reported this pipeline spill to the Commission on the day it occurred, and submitted a

Form 19 Spill/Release Report three days later. The COGIS summary indicates that the Commission has

closed this case.

Historic Re~ulatory Requirements

Pit Operation and Closure: Prior to 1971, the Commission had no regulations governing pits.

During the 1970s and 1980s, the regulations imposed only minimal requirements regarding the

operation and closure of pits. A review of the pit regulations indicates that:

• permits for pits were first required in 1971;

• construction standards for pits were first adopted in 1984;

• closure standards for pits were first adopted in 1986, but initially required only backfilling and

debris removal;

• notice to the Commission for pit closure was added in 1995, and existing pits had to be

inventoried by the end of that year;

• other regulations adopted in 1995 provided that pits closed by July 1, 1997 need only comply

with surface reclamation standards, while pits closed after that date would also have to comply

with new waste management requirements, and that existing unlined pits remaining in service

after July 1, 1997 must be subject to a sensitive area determination;

• soil and ground water standards for pit closures were added in 1998; and

• the current soil and ground water standards for closures were adopted in 2008, and are not

intended to apply to previously closed pits.16

15 See 1998 spill correspondence, Attachment 14.
16 See regulatory chronology for pit operation and closure, Attachment 15.



Matt Lepore
Colorado Oil and Gas Conservation Commission
December 30, 2014
Page 6

Former Commission staff members have verbally confirmed that in 1995 the Commission sought

to eliminate many then-existing pits in northern Colorado by giving operators approximately 18 months

to close them without having to comply with the new waste management requirements. In granting

operators this dispensation, the Commission understood that it would result in pit sludge and solids

remaining in place and in potentially increased hydrocarbon levels in soils. One of the former staff

members also confirmed that during the 1980s the Commission typically did not inspect closed pits to

evaluate the reclamation or issue further documentation on this subject after approving the closure

sundry.

Thus, the identified Pierce and Black Hollow pits were operated and closed in compliance with

then-existing Commission regulations and, in most cases, with the Commission's express approval.

When Black Hollow Central Battery Pits #1, #4, and #5 were closed in the early-to-mid 1980s, notice to

and approval by the Commission were not required. Nor did any closure standards exist. When Pierce

Central Battery Pits #1, #2, and #3 were closed in 1989, written notice was provided to and approved by

the Commission as required. At that time, the regulations required only surface reclamation, which

occurred. There were still no soil or ground water standards for pit closure, nor did requirements for

the disposition of exploration and production waste exist. When Black Hollow Pits #2 and #3 were

closed in 2011 and 2012, Site Investigation and Remediation Workplans .were submitted to and

approved by the Commission as required. Consistent with the applicable regulations, contaminated

soils were removed, groundwater was assessed, and soils were sampled. Based upon this work, the

Commission determined that no further action would be required.

To the extent that unidentified Pierce and Black Hollow pits were closed prior to or during late

1971, they too would have operated and been closed in compliance with then-existing Commission

regulations. At that time, no permit, notice, or approval from the Commission was required for the

construction or closure of pits, and no operating or closure standards existed.

Spill Reporting and Response: During this period, there were likewise few regulatory

requirements governing spill reporting and response. A review of the relevant spill regulations indicates

that:

• reporting of spills to the Commission was first required in 1986, with operators directed to

submit a spill report within 15 days, to take immediate steps to control the spill, and to report

the spill immediately if public health or safety is jeopardized;

• broader spill reporting and response requirements were added in 1993, and they required

remediation for spills of exploration and production ("E&P") waste, crude oil, or water-based

bentonitic drilling fluids, ten-day written reporting of all such spills exceeding five barrels, and

24-hour verbal reporting of all such spills exceeding 20 barrels;
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• remediation plans were first required in 1994, but only where the Commission mandated

additional remediation;

• other regulations added in 1994 required the use of Spill/Release Report Forms and established

TPH cleanup levels of 1,000 parts per million ("ppm") in sensitive areas and 10,000 ppm outside

sensitive areas;

• the Commission was given authority to require Site Investigation and Remediation Workplans

on a case-by-case basis and the Table 910-1 standards were made applicable to spills in 1998;

and

~ Other requirements adopted in 1998 mandated soil and groundwater sampling and notice of

completion of remediation for spills exceeding 20 barrels net loss of E&P waste.17

All of the identified Pierce and Black Hollow spills were immediately reported to the Commission

and were controlled and remediated in a manner that the Commission approved expressly or implicitly.

When the 1984 Black Hollow spill occurred, it was immediately controlled and reported to the

Commission and most of the oil was recovered, even though reporting and remedial action were not yet

obligatory. When the 1989 Pierce spill occurred, it too was immediately controlled and reported to the

Commission and most of the oil was recovered. This satisfied the reporting and remedial action

requirements under the regulations, even though there was no determination that public health or

safety was jeopardized. When the 1998 Black Hollow spill occurred, it was verbally reported to the

Commission within 24 hours and aSpill/Release Report was submitted to the Commission within 10

days as required by the regulations. As further required by the regulations, the spill was promptly

contained and remediated. Although the Commission did not require a Site Investigation and Remedial

Workplan or soil or groundwater sampling, Stelbar recovered much of the oil and removed the

contaminated soils and the Commission closed the matter. Thus, these spills were reported and

remedied in compliance with the Commission's then-existing regulations as interpreted by the

Commission.

Recent Sampling Results

In connection with the pending sale of the Pierce and Black Hollow Units to Great Western,

certain environmental studies were recently undertaken at the Pierce and Black Hollow sites. As part of

this process, elevated levels of TPH and pH were found in soil bores taken at both sites during July and

August of this year.18

17 See regulatory chronology for spill reporting and response, Attachment 16.

18 See maps of and other information on soil and ground water samples, Attachment 17.
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At the Pierce Central Battery, six soil samples taken in the southwest quarter of the site had
elevated TPH levels ranging from 1892 mg/kg to 8360 mg/kg, while the pH for one sample was 9.4.
These samples were taken from depths ranging from 11 to 28 feet, with most of them taken from
depths of at least 20 feet. Two of these samples, SB 10 and SB 11, were taken from locations that
correspond to the site of Pierce Central Battery Pits #1, #2, and #3. The depth at which the elevated TPH
levels were found, 15 feet for SB 10 and 25 feet for SB 11, is likewise consistent with the former pits.
Another sample, SB 4, where elevated TPH was found at a depth of 11 feet, appears to correspond to

either the site of the easternmost of Pits #1, #2, and #3 or the site of the 1989 surface spill. The other

three samples, SB 5, SB 7, and SB 9, were taken from a depression along the southern boundary of the

site. The topography of this area and the depths at which the elevated TPH levels were found, 28 feet

for SB 5, 24 feet for SB 7, and 15 feet for SB 9, suggest it is the site of a former pit that closed before or

during 1971.

At the Black Hollow Central Battery, four soil samples taken in the southwest quarter of the site

had elevated TPH levels ranging from 591 mg/kg to 7044 mg/kg, while the pH for three samples ranged

from 9.17 to 9.67. All of these samples were taken from depths ranging from 14 to 19 feet. Two of

these samples, SB 14 and SB 16, were taken from locations that correspond to the site of Black Hollow

Central Battery Pit #4. The other two samples, SB 3 and SB 4, were taken from a location east of Pit #4

and north of Pits #2 and #3. The depths at which the elevated TPH levels were found, 14 feet for SB 3

and 16 feet for SB 4, suggest that this was the site of a former pit that closed during or prior to 1971.

Two additional samples taken from the eastern edge of the site, SB 1 and SB 9, had elevated TPH levels

of 9970 mg/kg at a depth of 28 feet and 914 mg/kg at a depth of 19 feet, respectively. These two

samples correspond in location and depth to the site of the 1984 and 1998 pipeline leaks.

Small amounts of water with hydrocarbon content were recovered from four of the bore holes

with elevated TPH levels at the Pierce Central Battery, SB 5, SB 7, SB 10, and SB 11. Three of these water

samples required two to four days before enough water entered the bore hole to obtain a sample. Only

one bore hole encountered water when initially drilled. No water was recovered from any of the bore

holes with elevated TPH levels at the Black Hollow Central Battery, which is not surprising given the

topography of the site and the prior determination that it is not a sensitive area.

Because of the water sampling results at the Pierce Central Battery additional testing was

undertaken to assess the quality of the aquifer underlying that site. In September, a water sample was

taken from an existing water supply well located approximately 150 feet north of the area where the

elevated TPH levels were found. The well is completed in the aquifer at a depth of 40 to 50 feet and has

produced millions of barrels of water at rates as high as 1,000 barrels per day. Analysis of this sample

found no evidence of hydrocarbons. In October, two new monitoring wells were drilled adjacent to the

area where elevated TPH levels were found, one in a southwesterly direction and one in a northeasterly

direction. These wells were drilled to depths of 40 and 50 feet. Samples collected from these wells

likewise showed no evidence of hydrocarbons.
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Thus, elevated TPH and pH soil levels were found at several places in the southwest portion of

the Pierce and Black Hollow sites that correspond closely with the known or suspected location of
historic pits that were closed more than 25 years ago and at depths that are likewise consistent with
such pits and unlikely to affect the public. Several water samples taken from the Pierce bore holes also
had hydrocarbon content, but this appears to reflect small volumes of perched water that are much
shallower than and separate from the aquifer, which has not been affected. Elevated TPH levels were
also found in one boring along the eastern edge of the Pierce site that corresponds to one of the closed
pits or to a historic spill that occurred about 25 years ago, and in two borings along the eastern edge of
the Black Hollow site that correspond to historic pipeline leaks that occurred about 30 and 16 years ago,
respectively.

Request

Commission Rule 524 provides that a party is responsible for and required to mitigate
environmental conditions only if the Commission can demonstrate that such conditions were caused by
operations that contravened then applicable provisions of the Oil and Gas Conservation Act or its
implementing regulations. Here, most of the elevated TPH levels and all of the elevated pH and liquid

hydrocarbon levels in the soil and water samples for the Pierce and Black Hollow sites were caused by

historic pits that were operated and closed decades ago consistent with then applicable statutory and

regulatory requirements. One of the elevated TPH levels in a soil sample for the Pierce site and two of

the elevated TPH levels in soil samples for the Black Hollow site were caused by historic spills that were

duly reported to and remediated consistent with applicable statutory and regulatory requirements as

applied by the Commission. Accordingly, neither Stelbar nor its successors are responsible for these

conditions. In addition, these soil and perched water conditions should not pose a significant risk to

public health, safety, or welfare or the environment or wildlife resources due to their depth, hydrologic

isolation, lack of historic migration, and degradation over time.

Under these circumstances, Stelbar respectfully requests that the Commission confirm in writing

that Stelbar, Great Western, and any subsequent owner of the property in question need not undertake
any remedial work, mitigation, or other action regarding the elevated TPH and pH soil levels at the

Pierce and Black Hollow sits and the hydrocarbons found in the water samples at the Pierce site. Stelbar

would like to receive this confirmation at your earliest opportunity and, in any event, by February 6,

2015.

If you have any questions regarding this letter or the attached materials, please do not hesitate

to call me. Stelbar looks forward to meeting with you, Greg Deranleau, and John Axelson regarding this

request on January 7.
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Respe tfully submitted,

Dave Neslin
Partner
for
DAVIS GRAHAM Se STUBBS LLP

Attachments

cc with attachments:

Greg Deranleau

John Axelson
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