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Introduction video into Wattenberg Oil and Gas Operations.

Why Collaboration and Forward Planning are the keys to
successful Oil and Gas operations.

A Brief History of the Wattenberg Field
A Increasing Oil and Gas Production / Population

A Overview of the Surface Use Agreement the Importance of it.
A What has Changed?



Wattenberqg Field




Brief History of the Wattenberg
Fleld:

Sources:
An Overview and Development History of Wattenberg Field, John H. Ladd, HS Resources, Inc.
www.ourdocuments.gov



A1862 Homestead Act i Granted
heads of families 160 acres of
surveyed public land for filing
fee and five years of
continuous residence.

A1862 Pacific Railroad Act i
Railroad and Telegraph line
from Missourl River to Pacific
Ocean



A195006s Exploration
Lyons Formation.

A 1970 J-Sand discovered by Amoco
and Vessels Oll and Gas.



A 1981 Energy Oil discovers the Codell >
Small development boom.

A Mid 1980s oil and gas prices collapse.

A Late 1980s Oil and Gas prices begin
coming back / Tight Gas-Sand Tax
Credits Federal Government
Gerrity, Snyder, Martin Exploration,
Prima, Basin Exploration, HS Resources.



A 1991 Amoco Farmout of Codell to HS
Resources and Snyder > 4 year Boom.

A 1998 Colorado Oil and Gas Conservation
Commission T Revised Spacing Unit.
Allowed Development of Multiple
Horizons in one wellbore.

Did so w/out increasing impact on
surface owners 1 High Value Agricultural
Acreage.



A December 2008 Qil Prices Collapse to
$40 BBL / February 12, 2014 WTI $99.94

BBL

A October 2009 EOG HZ Jake Well IP of
1,750 BBL Per Day:
Begin Transition from Old World to

New Wor
A 2010 Nob
A 2013 Nob

d
e Energy, Inc. Gemini Well
e Energy, Inc. / Anadarko Land

Exchange 100,000 Acres



CONSERVATION COMMISSION

COLORADO

WEEKLY & MONTHLY

OIL & GAS STATISTICS

02-05-14- visit our website: www.colorado.gov/cogcc



Number of Applications For

Number of Oil and Gas Well Permits For Wells Drilled
Directionally & Horizontally From Common Well Pads

in Colorado 02-05-14
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HISTORIC ANNUAL COLORADO
DRILLING PERMITS 02-05-14
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COLORADO MONTHLY APPROVED DRILLING PERMITS

as of 02-05-14
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TOTAL DRILLING RIGS RUNNING
IN COLORADO EVERY OTHER WEEK IN 2003-2014

(Based on Data in: through 4/30/03, PI/Dwights Drilling Wire -- after 4/30/03, Anderson Reports

Weekly Rig Status Report)
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Weld County Increasing Population

A 2000 Census Weld County, Colorado
Total Population 180,936

A 2010 Census Weld County, Colorado
Total Population 252,825

A Increase of 71,889 people or a 39.731%
Increase Iin population over ten year
period.



Homestead Act (1849-1865)
(Begi nning of nLand

The Homestead Act was a United States Federal
law that gave an applicant freehold title to 160
acres (one gquarter section) of undeveloped land
outside of the original 13 colonies. The new law
required three steps: file an application, improve
the land, and file for deed of title.

T



Chain of Title Severed Estates

United States Government issues a Patent to Jed Clampit the original homesteader for 100% of the
surface and 100% mineral estate associated with a 160 acre quarter section.

Original homesteader, Jed Clampit reserves the minerals and conveys surface to his Nephew Jethro
Bodine. (Severed & Dominant Mineral Estate)

Mineral Owner

Surface Owner




SUA: Damage Agreementi drilling a well

In the meantime . . ..
Jed Clampit leases his oil and gas rights to Noble Energy, Inc. and Noble proposes to drill a well on
Jethrobs surface

Mineral Oil and Gas Mineral Surface Owner
Royalty Owner Leasehold Owner
=~ hoble
energy

fLessee s haightof mareseantd h e
egress (entry and exit) along with the right

to conduct such operations on the leased
premises as may be reasonably necessary

for such purposes, including but not limited to
geophysical operations, the drilling of wells,

and the construction and use of roads,

canals, pipelines, tanks, water wells, disposal
wells, injection wells, pits, electric and

telephone lines, power stations, and other
facilities deemed necessary by Lessee to
discover, produce, store, treat and/or
transport production. O




Accommodation Doctrine

Colorado Supreme Court decision Gerrity v. Magness - 946 P.2d 913 (Colo. 1997).

Generally States: The severed mineral owne!l
ingress, egress, exploration, and surface usage as are reasonably necessary to the
successful exploitation of the mineral interest.

HB 1252 Codification Reasonable Accommodation (Colo. 2007)

Requires oil and gas operators to conduct operations in a manner that
accommodates surface owner by minimizing intrusion upon and damage to the
surface by selecting alternative locations for wells, roads, pipelines or production
facilities or employing alternative means of operation that prevent, reduce or
mitigate impacts of operations on surface where such alternatives are
technologically sound, economically practicable and reasonably available to the
operations.




SUA: Damage Agreementi drilling a well

General Process COGCC

Oil and Gas Mineral
Leasehold Owner Surface Owner

Mineral
Royalty Owner

=~ hoble
energy

Notice of operations

Onsite Consultation

SUA to Settle Reasonable
and Customary Damages
Or
Drill under the COGCC
Bonding Requirements



Reasons for entering into Damagqge

Agreement for the drilling of a well

Mineral Leasehold Owner

=~ hoble
energy

-Define the scope of operations proposed

-Obtain a release of the $25K Bonding
requirement with the COGCC and any damages
that are reasonable and customary to the
proposed operation

-Certainty that COGCC Permit application with
the will not be contested

-Promotes stewardship and land owner relations
99.9% success rate for securing Damage
Agreements

Surface Owner

-

-Define the scope of the proposed operation, including
reclamation, in relation to the existing surface use.

-Commitment from Noble to pay for any damages that may
be a result of unusual damages IE: crop loss, without
having to apply for reimbursements under the COGCC
Bond.



SUA: Developer Agreement-proposed
surface development plan

o _ In the meantime . . . . . _
Jethro Bodine signs an option contract to sell its surface estate to a housing developer who wants to
place a high density residential housing development over the surface of the 160 acre parcel

Surface Owner Housing Developer Mineral Owners

=~ hoble
energy

Notice of Surface
Development
to Mineral Estate Owners in
accordance with State Statute
and Local Planning
Commission Regulations

Send Objection Letter to
Local Government



Colorado Revised Statute 24-65.5

Streamlined procedure for:

-providing notice to owners of mineral interests concerning
Impending surface development

-facilitate the negotiation of a surface use agreement providing for
the joint use of the surface and a mechanism for resolution if an
agreement is not reached

-include local governments in the process without creating
additional liability



Reasons for a Developer Agreement (SUA)

-Preservation of exclusive and non-exclusive oil and gas
operations easements (AOGOAO0) for w

access, flow lines and sales lines that are translated onto a
Devel oper 6s final devel opment
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Reasons for a Developer Agreement (SUA)

Recording devel operos final subdivisiorl
and Developer SUA acts as a form of
notice to perspective property owners.




Reasons for a Developer Agreement (SUA)

Provides for setback and property line waivers in accordance with

COGCC regulations.
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Reasons for a Developer Agreement (SUA)

At the developer 6s expense, al/l
production facilities, flow lines, sales lines and access roads as

OWwWS
they relate to the proposed development plat.

9cs

| \
e ~Optional Production
| /'Facility Location

A s T (T

——cl i)
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Reasons for a Developer Agreement (SUA)

Requires that developer 6s make

payment for incremental directional drilling dollars related to wells

that Noble would normally drill vertically in the instance that wells
are consolidated to a single drill pad.

pay me




What has Changed?
Paradigm Shift
Conventional Drilling to Horizontal Drilling

Horizontal technology has dramatically changed the nature of how Industry
approaches Surface Use and Surface Use Agreements

-Multi-well pads

-EcoNodes (Production Facilities)
-Central Processing Facilities (CPF)
(EcoNodes flowing into CPFs to reduce overall footprint)

Horizontal Drilling
Foot Print

Conventional Drilling
Foot Print

Example of surface impacts over three sections.

31



What has changed?

Physical Constraints of Horizontal Drilling

Toe-Heel Scenario, Stepout and 2:1 Ratio

Section View

\ \A Intermediate Casing Point

950Q ’
Plan View
A 7/ \ A
v N 7
300Q
,Xla FE {GSLR2dziY ccho 2 Sec Lateral
+
\Z\aA PE {GSLRdziY ccpQ ;556 ateral
KOP
<—— Pad SHL
Max Stepout: 90@150002
32
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What has changed?

THE PLAYING FIELD HAS CHANGED

Two issues particular to horizontal and directional drilling

with the surface owner.

can only be addressed by execution of an SUA

fJoneso

surface of
SUA PROVIDES NEEDED CONSENT Sec 1: N2
FOR OFF-LEASE OPERATIONS:
1) 3" Party Production 7 Surface owner | £
consents to allow processing of mineral 3™ Party Production
- . Lease Block 2
production unrelated to the mineral lease example:
associated with the surface tract. Using Milleros BsBlweiace t o Pecliorcle s s
2) Subsurface pore space trespass 1 minerals produced under a pad  Entry N2 Bottom
Surface owner consents to allow passing separate lease. (\ iy ho'?
of the wellbore through, and occupying,
the subsurface and pore space. K Gathering
Note: Some states allow treble damages AN
and injunctive relief for trespass. Gathering\&D_O . Ja600 Ja600 /e
facility }E{o £ Enltry Bottolm e
Section 2/ Off- |®A  point oS
Subsurface pore space trespass SE4 'svaeslf :
example: A3, Sec ion 1
Using Millerds subgurmface pore slpace to $2
drill to the property line to produce from Lease Block 1 Lease Block 3
a separate lease. Note the 3¢ party AN I A\
production issue in this case as well.
AMi Il eno owns AiSmitho
surface of surface of
Sec 2: SE4 Sec 1: S2

33
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What has changed?

COGCC Setback Regulations
(Strongest in the Nation)

Safety Setback i 603.a
From 15006 or 1.5 tinm
derrick to 2006

A = TATE OF
50006 statewide setba CGLGEADG

ALL Building Units -- 604.a.(1)

Up from current 1
statewide and 350
density

506
5 i

1, 0006 from i
Buil dingo (Sc
nursing facilities, hospitals,
jails, child care center) --
604.a.(3)

Up from current 35006
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