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“Who Is the BLM?”



Who Are We?

BLM is part of the Department of Interior

Manage mineral estate on 700 million acres of
Land (47 million in CA)

11 million acres of producing oil and gas leases
Mostly in 12 western states
Largest mineral manager in U.S.

“Multiple Use” Mandate



Bureau of Land Management
Bakersfield Field Office

Field Office Manager — Ron Huntsinger (661-391-6000)

Programs

Minerals (Oil and Gas and Hardrock)

Fire

Range Mgmt

Recreation

Wild Horse and Burro

Lands

Biological Resources (environmental)
Archeology

Operations (engineering - roads, bridges, etc.)
Others



Bureau of Land Management
Bakersfield Field Office

90 employees total

14 Oil and Gas employees

Assistant Field Office Manager
Patricia Gradek (661-391-6131)

Oil and Gas - Statewide Operations
Responsibilities managed by

Bakersfield Field Office



BLM OIl and Gas Properties
In California

e Over 300 leases with nearly 9,000 wells

o Last year federal leases in California produced more
than 43,000 barrels of oil and 18.3 million cubic feet
of natural gas per day.

At 10,000 BPD, ChevronTexaco’s Section 22-G
Lease in the Midway Sunset Field is the highest
producing onshore federal lease in the lower 48
states.




Bakersfield BLM
Oil and Gas
SubTeams

Drilling and Production
Inspection and Enforcement
Surface Compliance
Reservoir Management

Leasing



Additional Areas of Focus

Electronic Permitting
ldle/Orphan Wells

Automated Fluid Minerals Support
System (AFMSS)

Partnerships

Oil and Gas Conference
NPR2



Federal laws were Regulations and policies were
enacted to allow federal

) developed to incorporate the
properties to be leased intent of the adopted laws and

give guidance to the public

for certain
approved uses

Lederally owned Land is
minerals exist nominated

throughout the for leasing auction approval for
United States by to the lease
that is available interested highest development

for oil and gas parties or bidder from the BLM
leasing

Land is The new lease
leased at holder requests

Some leases have existed and
produced for over 80 years

Development
plan is
approved and
development

Federal guidance is
given along the way as
well as inspections to
ensure compliance with _
licies Federa! royalties
po from oil and gas
sales are split 50:50
between federal and
state governments_

Oil and Lessee is

Abandonment Land is
gas is done with

plan is ready to be
produced the property approved and leased again
and sold and applies property is

to abandon restored back

the leases to its original




How Do | Get
a Lease???



Leasing

Nora DeDios, Realty Specialist
661-391-6129


mailto:ndedios@ca.blm.gov

O1l and Gas Leasing
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Oil and Gas Leasing
CFR 3100

Authority

* Mineral Leasing Act of 1920.
— Required to offer public lands for oil and gas leasing.

* Federal Onshore Oil & Gas Leasing Reform Act of
1987.

— All lands must be offered competitively first.



el
=

May 8, 2002 Lease Sale



_easing (cont’d)

 Next lease sale December 14, 2005 In
Bakersfield.

* Nominations by “‘expression of interest’ or
‘presale offer’ to the BLM State Office.

o www.ca.blm.gov/pa/minerals/compsales.html
for lease sale notices and results



_easing (cont’d)

 BLM State Office - verifies lands are actually
available for leasing. If the lands are available, the
State Office forwards the information to
Bakersfield and any other affected Field Office.

« The Field Office identifies the appropriate surface
stipulations to attach to each parcel.

» Bakersfield — surface stipulations, drainage
stipulations.



_easing (cont’d)

Coordinate with biologist and botanist.

Send list of lands back to the State Office for the
final preparation of the Lease Sale Notice.

Press release - Lease Sale Notice is available,
provides the details on the lease sale.

www.ca.blm.gov/pa/minerals/compsales.html



_easing (cont’d)

Oral competitive auction on all the parcels.

Parcels not leased available for noncompetitive
lease beginning the day after the sale.

New leases are issued for a period of 10 years with
a base royalty rate of 12 %2 percent.

All leases continue so long as they are producing
In paying quantities.



How Do | Get a
Permit???



Requirements for
Geophysical Permits

Nora DeDios, Realty Specialist
661-391-6129


mailto:ndedios@ca.blm.gov

Oil & Gas Geophysical Exploration
CFR 3150

Geophysical activity relating to the search for
evidence of oil and gas on public lands.



There are two categories of Geophysical

Exploration permits:

1) Notice of Intent — (NOI) BLM surface
disturbance; requires a NEPA/EA document

by BLM before it can be permitted.

2)  Notice of Intent - existing disturbance,
staying on existing roads; does not require a
NEPA/EA document.



Casual Use Permit

 Required for activities that involve practices
which do not ordinarily lead to any disturbance or
damage to lands or resources.

 Does not require BLM approval.

«Call BLM for questions about casual use
definition.



Notice of Intent to Conduct O&G Geophysical
Exploration Operations Form 3150-4

squipnnt




Oil and Gas or Geothermal Exploration Bond
BLM Bond Form 3000-4a




Geophysical Bonding Requirements

e A Statewide bond in the amount of $25,000;:

e A Nationwide bond in the amount of $50,000.



Geophysical Bonding Requirements (cont’d)

If you have a statewide or a nationwide BLM bond for oil &
gas operations and wish to conduct geophysical exploration
on lands that are unleased, you may obtain a rider to the
existing bond to include ‘exploration operations.’



Notice of Completion of O&G Exploration
Operations BLM Form 3150-5




Rights of Way

Sue Lopez
Realty Specialist
slopez@ca.blm.gov



Obtaining a ROW on BLM land:

When you need a ROW grant from
BLM:

o |f your project crosses BLM land

o [f you are not the Lessee or
Operator on BLM land



Initial Steps to Apply for ROW

e Contact BLM realty specialist
* Pre-Application meeting
o Complete SF-299 application form



COSTS

* Processing Fee — based on staff hrs to process -
$97 to $923*

* Monitoring Fee — based on staff hrs to process
- $97 to 923*

e *For Category 1to 4




Pre-App on Meeting He

Land Use Plan Conft

Estimated Processing Requirements:
T of ROW: FLPMA

A DNA

Administration/Contracting

TOTAL HOURS

Appr




2005 Processing Fee Schedule for FLPMA and MLA Rights-of-Way

Processing Category

1. Applications for new grants.

assignments, renewals, and

amendments to existing grants.

Federal Work Hours
Involved

Estimated Federal work
hours area =1 < 8.

Processing fee per application as
of 2005. To be
adjusted annually for changes in
the IPD-GDP.

2. Applications for new grants.

assignments, renewals, and

amendments to existing granfs.

Estimated Federal work
hours are > 8 < 24,

3. Applications for new grants.

assignments, renewals, and

amendments to existing grants.

Estimated Federal work
hours are = 24 < 34,

4. Applications for new grants.

assignments, renewals, and

amendments to existing grants.

Estimated Federal work
hours are = 36 < 50.

5. Master agreements.

Varies.

As specified in the agreement.

6. Applications for new grants.

assignments, renewals, and

amendments to existing grants.

Estimated Federal work
hours are = 50.

Full reasonable costs (FLPMA)
Full actual costs (MLA)




ROW Monitoring Fee Category Determination Form
for FLPMA and MLA Rights-of-Way

Application Serial No.
Applicant:
Address:

Agent:
Address:

Location:

Personnel Needed for Monitoring Estimated Monitoring Hours
Realty Specialist/'Land Law Examiner
Cultural/Paleontological Resources
T&E Species
Wildlife/Fisheries
Air/Water/Soils
Recreation/Visual
Range
Fluids/Minerals
Manager
Other
Other

TOTAL HOURS

The appropriate Monitoring Category for this action 15 Category . The Monitoring fee
for this Category is S . Momitoring fees for Categories 1-4 are non-refundable. See
enclosed table for Category definitions and fee schedule.

Prepared By:

Realty Specialist
Approved By:

Authorized Officer




20035 Monitoring Fee Schedule for FLPMA and MLA Rights-of-Way

Monitoring Category

Federal Work Hours
Involved

Monitoring fee as of
2005.

be adjusted annually for

changes in the IPD-GDP.

1. Applications for new grants,

assignments, renewals, and

amendments to existing grants.

Estimated Federal work
hours are =1 < 8.

$97

2. Applications for new grants,

assignments, renewals, and

amendments to existing grants.

Estimated Federal work
hours are > 8§ < 24,

3. Applications for new grants,

assignments, renewals, and

amendments to exisfing grants.

Estimated Federal work
hours are = 24 < 36.

4 Applications for new grants,

assignments, renewals, and

amendments to existing grants.

Estunated Federal work
hours are = 36 < 50.

5 Master agreements.

Varies.

As specitied in the agreement.

6. Applications for new grants,

assignments, renewals, and

amendments to existing grants.

Estunated Federal work
hours are = 50.

Full reasonable costs (FLPMA)
Full actual costs (MLA)




COSTS (cont’d)

o Category 5 — Master Agreements — fees
specified Iin agreement

o Category 6 — full reasonable or actual costs



COSTS (cont’d)

Rent — fee schedule based on location/acreage —
option for 10-yr payment or full term payment



Processing Your Application

Evaluate for land use plan conformance/in the
public interest

Staff scoping for resource Issues
Field exams If needed
NEPA compliance Initiated

Terms/conditions/mitigation measures
developed



Processing (cont’d)

« ROW grant offered - rent/monitoring fees due

« ROW grant issued - holder responsibilities
— ROW terms/conditions
— Temporary Use Permit (TUP) for construction



??? Questions ?77?



APD and Sundry Notice
Procedures

Silvet Holcomb
Petroleum Engineer
sholcomb@ca.blm.gov



Applications For Permit To Drill (APD)

Sundry Notices



Knowledge of Federal
Reqgulations

*Code of Federal
Regulations (43 CFR)

Onshore Oil and Gas
Orders (1-7)




Application for Permit to Drill
(APD)

FORM 3160-3



Application for Permit to Drill (APD)
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Guidelines for Preparing the
APD

Thirteen Point Surface Use Program

Eight Point Drilling Plan



Thirteen Point Surface Use Program

Existing roads to the well.

Access roads to be constructed.

Location of existing wells.

Location of facilities if well is productive.
Construction materials.

Location and type of water supply.
Methods for handling waste.

N ORSCIRESEECEE



Thirteen Point Surface Use Program
(cont’d)

8. Ancillary facilities.

9. Well site layout.

10. Plans for reclamation of the surface.
11. Surface Ownership.

12. Certification.

13. Other information.



Surface Ownership

Split Estate Lands



Split Estate Lands

Lands involving private or state surface
overlying federal minerals.



What you already know

Obtain an oil and gas operations bond under 43
CFR 3104



What 1s new ?

For new surface disturbance, a second bond
IS required under 43 CFR 3814 IF no
agreement between the surface owner and
lessee or operator can be reached.



Instruction Memorandum No.
2003-131

Permitting Oil and Gas Operations on Split
Estate Lands



Purpose

Clarifies the policy, procedures and conditions
for approving oil and gas operations on split
estate lands.



When Does it Apply?

e Only on split estate lands

e For all drilling permits

 For sundry notices involving new surface
disturbance



Policy/Action

BLM will not consider an APD or SN
administratively or technically complete
until the federal lessee or its operator
certifies that:

— an agreement with the surface owner exists, or

— until the lessee or its operator complies with
Onshore Oil and Gas Order No.1



Onshore OlIl and Gas Order No. 1

 enter Into good-faith negotiations, or

e compensate the surface owner



The APD or SN shall include one
of the following:

1. A surface owner agreement for access to
enter the leased lands,

2. A walver from the surface owner for access
to the leased lands,



The APD or SN shall include one
of the following: (cont.)

3. An agreement regarding compensation to
the surface owner for damages.

4. An adequate bond to cover damages to
crops and tangible improvements.
(minimum $1,000)



Remember!

43 CFR 43 CFR
3104 3814




Eight Point Drilling Program

1. Tops of important geologic markers.

2. Depths of the top and the bottom of:
— fresh water,
— oll, gas, or
— other mineral-bearing formations.



Eight Point Drilling Program
(cont’d)

3. BOPE schematic showing
— slzes,
— pressure ratings,
— testing procedures and
— testing frequency.

4. Drilling equipment and casing program.



Eight Point Drilling Program
(cont’d)

5. Drilling Mud:
— type and characteristics
— guantities
— weighting material, and
— monitoring equipment



Eight Point Drilling Program
(cont’d)

6. Testing, logging, and coring.
/. Bottom hole pressure and temperatures.

8. Additional information.



Application for Permit to Drill

In order for an APD to be
administratively and technically
complete:

— evidence of bond coverage, (both)
— 8 Point Drilling Plan, and

— 13 Point Surface Use Program



Application for Permit to Drill
(cont’d)

e Submit APD In triplicate.

 BLM posts the APD for 30 days for
public comment.

e Onsite Inspection iIs conducted within
15 days of receipt of the APD.



Application for Permit to Drill
(cont’d)

« Within 7 days, the operator Is notified as to
whether or not the application is complete.

 |f any missing data is not submitted within
45 days of the date of any oral or written
notice, the APD shall be returned to the
operator.



Notice of Staking (NOS)

Prior to filing an APD, the operator
may file an NOS.
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Notice of Staking (NOS)

Submitting a Notice of Staking Is a way to
start the 30 day clock when the APD Is not
yet fully prepared.



Notice of Staking (NOS)

 |f you know the location of the proposed
well, it will only take a few minutes to fill
out this form.

o All you need Is:

|_ease Number *Depth
Well name & location *Your address and phone number

«Eormation *Map showing the well location.



Notice of Staking (NOS)

Even when an NOS has been filed, you
must still file an APD.



APD/NQOS Processing Timeframe

 BLM posts the APD/NOS for 30 days for
public comments.

* Unless there are surface issues or waiting
for additional information from the
operator, all APDs are processed within 30
days.



APD/NQOS Processing Timeframe

o Wr

(cont’d)

en the NOS option Is followed, the

BLM shall strive to process the APD

Wit

e E.0

nin 10 days of the APD’s recelpt.

., If the APD Is received 28 days

after the NOS was filed, the permit will
take up to 38 days (may be less).



5 Day Notice for Production
Startup

e BLM shall be notified within 5 business days of
the start of production.

 The notification may be made orally by leaving a
message on our 24 hour notification line (661-
391-6151) or via email.

 |f verbal notification has been made, follow-up
written notification must be made within 15
calendar days of the verbal notification.



Well Completion/Recompletion
Report

Form 3160-4



Well Completion/Recompletion Report




Well Completion/Recompletion
Report

Actual well data (location, spud date, depth,
tubulars, etc.)

Completion intervals
Well tests
Due 30 days after completion/recompletion

To avoid duplication we will also accept
CDOGGR’s One Page Well Summary Report
(OG-100) and Well History (OG-103) itemized
daily report, in lieu of form 3160-4



Sundry Notice
Form 3160-5



Sundry Notice (Form 3160-5)

SLBIDRY MOTICES AND REFORTE O WELLS
B sot svw ihin fowm oy propocats o cill or B0 re-aeie
atarciomd wall e Foee 3103 (AP for pech propooasts
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Sundry Notices

Many downhole operations
Production measurement methods
Commingling proposals

Surface disturbance
Rights-Of-Way



Sundry Notices (cont’d)

e Sump closure

e Road mix

e |dle well 1ssues
e Other



No Sundry Notices Required

* No change in downhole schematic
 Fracturing/acidizing the well

e Running tubing

e Pump changes/rod work

 \Well cleanout

 Removing scale from pipe



Sundry Notice Processing

Timeframe
here IS no time requirement in regulations
for Sundry Notices.
Most are processed within 10 days.
Some may take as long as one month.

Urgent/emergency situations: verbal
approvals may be granted.




APD’s and Sundry Notices

Total Total

APD’s SN’s
Y98 608 373
Y99 216 386
Y00 136 595
Y01 85 905
Y02 94 1223
Y03 118 1505
Y04 221 898
Y05 289 1057
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Silvet Holcomb

061-391-6137

sholcomb@ca.blm.gov



??? Questions ?77?



Electronic Permitting

John Kaiser
Petroleum Engineer
Jkaiser@ca.blm.gov



©=’ BLM Electronic Permitting

BLM WIS implemented April 2000

Processed nearly 27,300 BLM permits
In 4 years




Permit Applications

FORM APPROVED
SUBMIT IN TRIPLICATE*

UNITED STATES (Other instructions,
DEPARTMENT OF THE INTERIOR reverse side)
BUREAU OF LAND MANAGEMENT

6.1F INDIAN, ALLOTTES OR TRIBE NAME
APPLICATION FOR PERMIT TO DRILL OR DEEPEN

T TYPE OF WORK

DRILL [] EEPEN [ | 7 UNTAGREEMENTNAME |
1b. TYPE OF WELL

oL [] \(IE\ISLEI SNGLE [ ] MuLTIRLE [ ]

WELL OTHER  ZONE ZONE 8. FARM OR LEASE NAME, WELL NO.

5. APIWELL NO. u OI tS I I |OSt | edel a
3 ADDRESS AND TELEPH
- L
10, FIELD AND POOL, OR WILDCAT
4 LOCATION OF WELL __(Report localion clearly and in aGoorGance with any State requirements.”) I aS e rm I S
1L SEC. T.R.M., BLOCK AND SURVEY

OR AREA

TTOWN OR P/ 12. COUNTY OR PARISH |13. STATE

T DISTANCEFROM PROPOSED™ v R oot / 1 y
LOCATIUN 10U NEARES|
PROPERTY OR LEASE LINE, T.0 S an S
(Also to nearest drlg. unit line, if any)

18, DISTANCE FROM PROPOSED LOCATION* 19, PROPOSED DEPTH 20. ROTARY OR CABLE TOOLS
TO NEAREST WELL, DRILLING COMPLETED,

OR APPLIED FOR, ON THIS LEASE, FT. / -
21 ELEVATIONS (Show whether DF, RT, GR, etc.) 22 APPROX. DATE WORK WILL START* S u I l d ry N Ot I C e S

PROPOSED CASING AND CEMENTING PROGRAM

-
SIZE OF HOLE GRADE, SIZE OF CASING WEIGHT PER FOOT SETTING DEPTH QUANTITY OF CEMENT / We I I ( :O m p I etl O n S

IN ABOVE SPACE, DESCRIBE PROPOSED PROGRAM:  if proposal is to deepen, give data on present productive zone and proposed new productive zone
If proposal is to drill or deepen directionally, give pertinent data on subsurface locations and measured and true vertical depths. Give blowout preventer program, if any

SIGNED 3-Feb-00

APPROVAL DATE

Aplication abproval does

ertify that the apolicant holds a ect lease which would entitle the abolicant to conduct oberations th

ot v
CONDITIONS OF APPROVAL, IF ANY

APPROVED BY DATE

*See Instructions On Reverse Side
Title 18 C. Section 1001, makes it a crime for any person know ingly and willfully to make to any department or agency of the
United States any false, fictitious or fraudulent statements or representations as to any matter within its jurisdiction.
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|Bureau of Land Management
Well Information System

Welcome to the Bureau of Land Management's Well Information System (WIS).

WIS allows approved oil and gas operators to submit permit applications and reports electronically for wells on Federal lands, using the
Internet. This includes the BLM forms for Motice of Staking (NOS), Application for Permit to Drill (APD), Well Completion Report, and Sundry
Motice. Operators can also attach the required documents in PC files for these permitsireports.

Your options for using WIS are:

Logon to WIS

Request user account for WIS

See alist of people you can contact for more information about WIS

See “How To" guides for entering an NOS, APD, Well Completion or Sundry

See the specific PC requirements for using YIS

Read the WIS frequently-asked questions and answers

Send us an email about the WIS website

= == |Diocument: Done S|t E SRl
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-’ELugun to WIS - Microsoft Internet Explorer fMinC'Ph':'ne 5 Handwaiting | (2]
File Edit Yiew Favorites Tools  Help n
wBack + = » ) (2] &} | Qsearch [EFavorites (4 EN- S = - 5 ] @

Address |£_5|https:,l',l'www.wispermits.arg,l'ec,l' j G0 | Links *

B

'Bureau of Land Management
Well Information System

Please log in to use the Bureau of Land Management's Well Information System (WIS).

Enter your WIS user name and password below, then press the Submit button.

User Name: |

Password: |

Return to WIS Home Page Forgot Your Password?

é 8 Internet




’3 WIS Operator Main Menu - Microsoft Internet Explorer

File Edit Wiew Faworites Tools  Help

= Back -

&) 3] i | ‘Qhsearch (G Favorites &

f Microphane | £ Handwriting

Address ||E_;'| https: s wispermits, org/ecfOPERATOR  def aul. asp

File a NEW Permit
Application/Report with:

Motice of Staking (NOS)

Application far Permit to Drill (APD)

Well Completion Report (W)

Sundry Maotice (SM)

£ https: ) ey, wispermics, orgfec/OPERATOR navigationfsearch_resulk, asp?st_sc_sent_da=3/26/20038fn_ec_sent_da=4/25/20038kran_status

'Well Information System

Main Menu

Welcome GENE THIEODEAU from ABC PETROLEUM, INC.

Find a Permit/Report with:

Yiew Recently Filed Permits/Eeports
{30 days or newer)

View/Edit Drafts Mot Submitted to
ELM

Search for a Specific Well, Facility or
—ase

Faturn to WIS Home Page

Maintain your account with:

WIS Problem Reports/Change
Fequests

Change Your WIS Passwiord

Change Your WIS User Profile

Eead the latest WIS announcements
tlast updated 10/1/2001)

2 |4 Internet




Previous Submissions - Microsoft Internet Explorer

: =10l x|
File Edit Wiew Faworites  Tools  Help ﬁ

R Back » = @ ﬁ | @Search [Ge] Favarites @l%' é @' = (¥

Address I-ii"l hkbps: f v wispermits, orgfec/OPERATOR  navigation mailbox ., asp

View Previously Filed Permit/Reports
For a list of options andfor to view, add, or remove attachments, click the 1D Mumber.

Displaying 1 Through 1 Records

Sent D=t Send To 0% Tupe Status Caszea el |/ Facility Hame and ARzl || Disposition Aftachrments || Mote
MHurnber MNurnber # D=t

SF27/03 09:55 Ahd BLM Test 15525 | BLM Application for Permit to Drill RECWD | COCO3497

FPINK FEARL #42 2
Region ar Deepen

Attachments E

Return to Operator Main Menu Search

Refresh

Print Page

’_ l_ E |4 Internet

|4=; Done




"3 Form Status Menu - Microsoft Internekt Explorer

File Edit Wiew Faworites  Tools  Help

= Back + = - @ ﬁ | @Search [Ge] Favarites @l%' é @' = (¥

Address I-ii"l hitkps: f e wispermits, org/ec/OPERATOR fnavigationfarmoption, asp

Form Status Menu

Application for Permit to Drill
This Application for Permit to Drill was received by the BLM Well Infformation System and will be processed by the test BELM office.
Current status of Transaction Mumber 15525:

Cate Sent: 312712003

Current status of submission: RECVYD
Sentto ELM office; test

Lease number: COCO8497
Submitted attachments: 2

Well name(s) and number(s):

PINK PEARL #42

To edit, view, or add a note, click here this note is far your (the operator's) use only and will not be sent ta the BLM

To use this Application for Permit to Drill to file another |Application for Permitto Drill | cliclk here.

Towiew or print this Application for Permit to Drill, click here.

To addiview or remove attachments previously submitted for this Application for Permit to Drill, click here,
To return to the Previous Submissions screen, click here,

To return to the Operator Main Menu, click here

|&] Dore |_|_|E|_|Q Internet




Supporting Documents

Various formats accepted
v' “.doc & .wpd” files

~
Q) N v Spreadsheets

K\ J v" Graphics files

L (Jpeg, gif, pdf, etc.)
@</ v “scanned” documents




Electronic Approvals

v’ sent via email

v"graphic (pdf) file with COA’s
v permanent electronic record
v" cc to state and other SME’s

T
@ -
©



TN

Electronic Data
Interchange

o
37, ‘

!@?
_—

The future - exchanging data directly (database to
database) or in “batch files”

v" with operators
v" with other federal & state agencies



How do | participate?

e Online at

e Emall or

* Phone Paul Brown (303) 236-8586 or
Jim Haerter (916) 978-4366


http://www.wispermits.org/
mailto:pbrown@ca.blm.gov
mailto:jhaerter@ca.blm.gov

??? Questions ?77?



Compliance and Environmental
Laws and Regulations

Denis Kearns
Botanist
dkearns@ca.blm.gov



Laws and Regulations

* Apply to all applications- Rights of Ways,
Geophysical Permits, APD’s, and Sundry
Notices



Laws and Regulations

NEPA — National Environmental Policy Act of
1969

— Requires Environmental Assessment (EA)

— Resource Management Plan and Environmental Impact
Statement

Endangered Species Act of 1973

The Antiquities Act of 1906 and The National
Historic Preservation Act

FLPMA - Federal Land Policy Management Act
Common Sense



New Categorical Exclusions

The law prescribes that for five categories of oil and gas operations, applicability

of the Section 390 categorical exclusions is presumed, but subject to rebuttal.
The five categories are:

Individual surface disturbances of less than five (5) acres so long as the total surface
disturbance on the lease is not greater than 150 acres and site-specific analysis in a
document prepared pursuant to NEPA has been previously completed.

Drilling an oil and gas location or well pad at a site at which drilling has occurred
within five (5) years prior to the date of spudding the well.

Drilling an oil or gas well within a developed field for which an approved land use
plan or any environmental document prepared pursuant to NEPA analyzed drilling as
a reasonably foreseeable activity, so long as such plan or document was approved
within five (5) years prior to the date of spudding the well.

Placement of a pipeline in an approved right-of-way corridor, so long as the corridor
was approved within five (5) years prior to the date of placement of the pipeline.

Maintenance of a minor activity, other than any construction or major renovation of a
building or facility.



If Sundry or APD

Applications to Minerals (Silvet)
Copy to Resources (Gabe)
Field Check (Gabe)

Complete NEPA, cultural and ESA
compliance

Provide stipulations to minerals for
approval



If Geophysical, Right of Way

If Geophysical, application to Minerals
(Nora)

If Right of Way, application to Resources
(Sue)
Field Review and report by consultants

Complete NEPA, cultural, and ESA
compliance

Include stipulations in authorization letter,
grant, or permit



Cultural Resources, Laws and
Regulations

Kim Cuevas
Archaeologist
kcuevas@ca.blm.gov



What Are Cultural Resources?

Cultural resources consist of remains or sites
assoclated with human activities and
Include the following:

ss*Prehistoric and ethnohistoric native
American archaeological sites.

“*Historic archaeological sites.

**Elements or areas of the natural landscape
which have traditional cultural significance.









Key Federal Cultural Resource
Laws

“* Antiquities Act of 1906

«*National Historic Preservation Act of 1966
(section 106)

s+ Archaeological Resources Protection Act of
1979

«* Native American Graves Protection and
Repatriation Act of 1990



Biological Resources
and

Oi1l and Gas Programmatic
Biological Opinion

Amy Kuritsubo
Wildlife Biologist
akuritsu@blm.gov



Biological Resources

* Plants — Denis

e Animals — Larry & Amy

 NEPA — National Environmental Policy Act
 ESA — Endangered Species Act



NEPA

NATIONAL ENVIRON
PLAN CONFORMANCE AND NE

ENVIRONMENTAL ESSMENT

LIST OF PREFARERS

CONFORMANCE WITH APPLICABLE LAND USE PLAN

EXISTING EA REVIEW

Form Document

APD & Sundry R/W & Geophysical



Endangered Species Act

« ESA Requirements

BLM must consult if “may affect”
Need permit to “take” listed animal
Conservation mandate to all federal agencies

 O&G Programmatic Biological Opinion

Compliance with ESA



Oil and Gas Programmatic
Biological Opinion

« Meet APD and Sundry Notice
Timeframes

Typical consultation = 3 monthsto 1 +
years

Programmatic = about 1 week after
receiving consultant report

 Predictable



Oil and Gas Programmatic
Biological Opinion

 Only 10% need consultation

= Most projects can be sited to avoid
Impacts



Kern & Kings
County
Oll Fields




Oil and Gas Programmatic
Biological Opinion

* Consultation completed ahead of time
« Qualifying projects can be covered

< 10 acres disturbance
< 10 miles long

Oil and gas related

Kern and Kings counties



Oil and Gas Programmatic
Biological Opinion

Valid until 2016

Stay below limits for acres disturbed
Provide reports to FWS

X

X

X

Meet annually with FWS 2016
Make changes as necessary September

X

Comply with program

X




Oil and Gas Programmatic
Biological Opinion

* Pre-determined survey, mitigation,
monitoring and compensation criteria

 Requirements vary depending on role of
area In conservation strategy




‘Receive Application

 Review In Field
 Relocate ~ Avoid Impacts
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Apply Programmatic

« APD & Sundry — Gabe
* Geophysical -
e R/IW — Amy’

o Quantify Habitat Impact
e Survey, Mitigation, Monitoring
* Project Components
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kbR # Chevron

Date

San Joaquin Valley Oil and Gas Programmatic Opinion

Applicable Provisions 14" Fresh Water Pipelin
Lokern Area
S mber CA 42020

neral Guidelines for Conserving Habitat and Minimizing Project Impacts

turbance will be minimized ans

NAGEMENT

aries will

Tated

ondition from the Septe
i th

Customized provisions Concurrence letter



Pre-Construction
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Restoration




Oil and Gas Programmatic
Biological Opinion

After Construction

e Post construction report
e Revisions to disturbance estimates

« Confirmation of compensation
dedication

 BLM submits annual report to FWS



| ease Operation and Surface
Requirements

Gabe Garcia
Surface Protection Specialist
grgarcia@ca.blm.gov



Background

« BLM Multiple Use
« Oil and Gas Leasing

e Our main goal Is to try and get the oil/gas
out of the ground, while doing as little
damage to the environment as possible



|_ease Operation

Disturbed Habitat vs. Undisturbed Habitat
Minimizing Impacts

Rehabilitation and Restoration

|_ease Conduct



Disturbed Habitat
VS.
Undisturbed Habitat



Disturbed Habitat

* Previously Disturbed
lands such as existing road
and well pads.

* No Biological Opinion or
section 7 consultation
required. (except in rare
cases Where T&E species
are on disturbed surface)

 BLM Field Inspection
performed by Surface
Protection Specialist.

(SPS)




Undisturbed Habitat

e Programmatic or
Section 7 Consultation
Required

(SPS) and company
consultant
-+ Compensation
Required




Ways to Minimize Impacts

Move well(s) to one side of pad

Rotate orientation of pad

Reroute pipelines/flowlines

Locate well(s) on developed surface
ocate well(s) adjacent to road

Locate multiple wells on a single well pad.



Operation in Habitat

* |t is not always feasible to build on

developed surface, so here are some general
rules of thumb to help you in the process.



Rules of thumb:

« Strive for avoidance of wildlife at all times. Be
aware of where you are working and stay out of
undeveloped and vegetated areas unless you or j :
your superwsor have permlssmn per Letter of |

~ Authorization to do so. It’s easy. W«
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Rehabilitation and Restoration




Techniques

Clean-up
RIP
Recontour
Reseed
Barricade
Camouflage




|_ease Conduct

e Accidents do occur

e Take all measures to
protect against them.  [EESE & 5 SEEES
« Report to the Sl G . S
appropriate personnel ' e

o
-
'''''''



o Keep sumps
adequately
netted/grated/ fenced

e Prevent Entrapment
Hazards




Misc. Leaks

Fix all leaks, no matter
what the size

Stuffing box
Pipelines
Tanks
Equipment




Buckets

 |f you use buckets as
part of your day-to-
day lease operation,
they must be:

e Covered
e Free of Fluid




Cooperation and Coordination

* Makes everyone’s Jobs easier
* Prevents confusion
* Prevents mistakes



Questions???
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Thank you
from BLM & all the Critters




Additional
Post-Permit
Actions



ease Assignments, Transfers
and Bonding

Nora DeDios, Realty Specialist
661-391-6129


mailto:ndedios@ca.blm.gov

Assignments/Transfers

Change of ownership of interests in a Federal
oil and gas lease can be made by

— Assignment of Record Title
— Transfer of Operating Rights
— Corporate Mergers

— Name Changes



|_ease Bonds

A bond Is a guarantee. It’s assurance, not
Insurance.

In place until final lease reclamation complete.

Assures that any outstanding liabilities are not
burdened on the United States.

Bonds are filed on BLM Form 3000-4 Oil and
Gas or Geothermal Lease Bond.

Sureties must be FDIC approved.
— wwwa3.fdic.gov.



|_ease Bonds

e Types e Factors
— Surety — ldle well inventory and age
— Certificate of Deposit — Lease status
— Cashier’s check — Compliance history
— Letter of Credit — Track record
e Minimum Amounts « All bonds are In
— $20,000 lease bond addition to bonds
— $75,000 statewide bond required by CDOGGR

— $150,000 nationwide bond



Oil and Gas or Geothermal Lease Bond Form 3000-4




Surface Owner Bond

It applies only on “split estate’ lands.

Used only when agreement with landowner
cannot be reached

Amount sufficient to cover estimated
damage

Will be rarely encountered
Prevents landowner holdouts



Stockraising Homestead Act Bond for Lands Under Lease or Sales
Contract Form 3814-1

R LANDS JER LEASE OR SALES CONTRACT

OW ALL MEN BY THESE PRES
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the right fo mize amd remove the same)
g azd being within tke
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Rights of Way
Amendments, Assignments and
Renewals

Sue Lopez
Realty Specialist
slopez@ca.blm.gov



After the Grant Is Issued

« ROW amendment — for change In
location/route, diameter, etc. — subject to
NEPA review*

« ROW assignment — transferring to another
party; subject to new terms/conditions

« ROW renewal — subject to new
terms/conditions

*Processed same as new ROW application



ROW INFORMATION
CONTACTS

Sue Lopez 661-391-6032
Linda Estrada 661-391-6126
Dan Vaughn  661-391-6125



Inspection and Enforcement
Staff, Areas of Responsibility,
General Compliance

George Garcla

Inspection and Enforcement Supervisor
ggarcia@ca.blm.gov
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Inspection and Enforcement
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Inspection & Enforcement

History




To ensure compliance by lessees and operators with the various regulations
applicable to oil and gas operations on Federal lands by inspecting
operations and documenting violations.




Inspectors and assignments

Inspectors Office phone

George Garcia
Supervisor 1690

(661) 391-6149

Glen Garnand
Area #1

(661) 391-6178

Jennifer Shives
Area #2

(661) 391-6047

Rod Sparks
Area #3

(661) 391-6135

County & Fields of Inspection

Kern - Midway-Sunset — Buena Vista Hills
Fresno - Coalinga/Jacallitos/Pleasant Valley
LA - Placerita/AlisoCanyon/Sawtelle

San Luis Obispo - Midway-Sunset

Kern - Midway-Sunset/Poso/Mt. Poso/BVH
Ventura - Sespe

Kings - Kettleman Middle Dome
Fresno - Kettleman North Dome
San Benito - Vallecitos LA - Placerita
Kern - Lost Hills/McKittrick/Belgian Anticline/

Asphalto/Chico Martinez/Semitropic

Kings - Kettleman North Dome

Fresno - Kettleman North Dome

Sacramento - Decker Island/Rio Vista

Solano - Rio Vista/Maine Praire

Contra Costa - Dutch Slough/River Break Gas
Sutter - Tisdale East

Glenn - Malton Black

San Joaquin - Vernalis



Inspectors and assignments (cont’d)

Kevin Coodey
Area #4

Ross Michelsen
Area #5

Vacant Student
(Student)

(661) 391-6051

(661) 391-6010

(661) 391-6xxX

Kern - Midway-Sunset/Buena
Vista/Kern Front/Capitola Park/
Cienega Canyon/Wheeler Ridge/
South Cuyama/Russell Ranch

Santa Barbara - Cat Canyon/

Ventura - Silverthread/SouthMountain
San Luis Obispo - Russell Ranch/
Morales Canyon

Kern - Kern River/Kern Bluff/
Kern Front/Round Mountain/
Edison/Ant Hill

Los Angeles - Castaic Hills/Tapia
/Oak Canyon/Long Beach
Riverside - Prado Corona
Monterey - San Ardo

Kern County - NPR-2



Inspection and Enforcement
Responsibilities

Protection of Federal Mineral interest

Protection of surface and subsurface
environment

Proper production accountability/royalties
Protection of public health and safety



Authority

Authorized Officer - Patricia D. Gradek, Assistant Field
Manager for Minerals

Authorized Representatives — any BLM representative Patty
delegates authority to

Mineral Leasing Act 1920

Federal Oil and Gas Royalty Management Act (FOGRMA)
1982

Code of Federal Regulations (43 CFR)



Onshore Orders

#1- Approval of Operations #5- Measurement of Gas

#2- Drilling Operations #6- Hydrogen Sulfide

. _ Operations
#3- Site Security

#7- Disposal of
Produced Water

#4- Measurement of Oll



Inspection and Enforcement
main telephone contact lines.
(661) 391-6130 (661) 391-6151

Operator

~

N
%@




Example of Royalty Realized from:

Major Operator X

BIG Lease Y

400,000 bbls./Mo. X $51.00/bbl.
$20,400,000 /Mo. X 12.5%

$20,400,000 /Mo.
$ 2,550,000/Mo.

$2,500,000 /2 =$1,275,000/month Fed. *

*All royalties split 50:50 with the State.



How do we Protect
Resource/Public?

Spill Reporting and Clean Up Guidelines
Onshore Orders

Production Accountability Reviews
Safety on Drilling Rigs

Site Security

Written Orders

Incidents of Non-Compliance



oty Yo'

Can help us maintain the
quality of the environment and
accountability of royalties on
Public Lands and Minerals.

BLM I&E Smokey



Kent Varvel — Environmental Protection Specialist - Spill
Reporting and Clean-up guidelines

Physical Science Technician Richard Graham — Onshore
Orders

Inspector Jennifer Shives - Production Accountability
Review

Inspector Rod Sparks — Safety on drilling rigs —- BOPE’s
and H2S

Inspector Kevin Coodey - Site security on sales tanks and
LACT units

Inspector Ross Michelsen — Compliance process



Spill Reporting And
Clean Up Guidelines

Kent Varvel
Environmental Protection Specialist

kvarvel@ca.blm.gov



Incident Reporting Requirements on BLM Lands

*Spill of 100 bbls or more of oil and/or water if not contained
on a developed surface

*Any spill, venting or fire in a sensitive area such as a water
way, urban area or in wildlife habitat

*Equipment failures or accidents that release 500 MCF or
more of gas

*Any fire that consumes 100 bbl or more of oil, or 500 MCF
or more of gas

*Any life threatening or fatal injury
*Any loss of well control

*Any release of reportable quantities of hazardous substances

BLM 24hr call number 661-391-6130
BLM Fax number 661-391-6156

Reguirement

Call BLM
Immediately and fax a
written report within
15 days



Incident Reporting Requirements on BLM Lands

Class Il Incident Reqguirement

Spills of 100 bbls or more of oil and/or
water If contained on a developed surface

No Phone call
«Any spill between 10 bbl and 100 bbl of required* Fax a
oil and/or water and on a developed written report
surface within 15 days

*Equipment failures or accidents that
release between 50 and 500 MCF of gas

*Any fire that consumes from 10 to 100
bbls of oil, or 50 to 500 MCF of gas

BLM Fax number 661-391-6156

* = A courtesy call to the BLM is appreciated



Guidelines for Clean Up of
Heavy Crude Oil on Federal
_eases



Clean Up on Developed Surfaces

* Roads

e Tank batteries

o \Well pads

o Compressor pads

» Other barren compacted work surfaces



Tank Farm Spill

On developed surface, >100 barrels, contained by facility berm, Class 2 Event.



Tank Farm Splll

On developed surface, >100 barrels, not contained, Class 1 Event — notify BLM immediately



Blowout, Flowline Leak

Surface flow on developed surface, < 10 barrels — no notification required.



Pipeline Leak

Leak or blow out of a flow line >10 barrels and < 100 barrels on developed surface — Class 2 Event.



SN
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Sensitive Areas — Class 1 Events

Wildlife and urban parks
Designated natural areas
Wildlife refuges

Urban and suburban areas such as: homes, offices,
shops

Schools

Farms

Ephemeral or dry drainages

Tributaries with or without standing or flowing water
Actual or potential wildlife habitat



Well Blowout

Oil covering the developed well pads and machinery and also on the only wildlife habitat around, <10 barrels,
wildlife habitat affected, Class 1 Event — immediately notify BLM.




Pipeline Leak

Flow of the spill down an undeveloped surface ephemeral drainage with wildlife habitat, >10 barrels,
down an ephemeral drainage and wildlife habitat, Class 1 Event — immediately notify BLM.



Pipeline Leak

Class 1 Event, dam construction, Hot water flush, and bell hole vacuum truck recovery on undeveloped surface.



Other Spills Requiring
Immediate Notification

» Release of any reportable quantities of
hazardous materials

* Release of any quantity of a
hydrocarbon liquid of 45 API gravity
or higher



Gas Condensate Pipeline Leak

Condensate recovery station below ground surface, spill of a reportable quantity of a
flammable hazardous material, Class 1 Event — immediately notify BLM and the local LEA.



Gas Condensate Pipeline Leak

<3 A . ¢
4 o~ 3
4 - "
¥ o 3 ¥

-

Leak of gas condensate directly into the ground, spill of a reportable quantity of a
flammable hazardous material, Class 1 Event — immediately notify BLM and the local LEA.



BLM 24 Hour Telephone Number
1-661-391-6130

OES 24 Hour Reporting Number
1-800-852-7550



??? Questions ?77?



Onshore Orders

Richard Graham
Physical Science Technician

rgraham@ca.blm.gov



PUBLICATIONS

43 CFR Part 1000 to end
e Can be ordered from bookstores

« Can be purchased from the General Printing
Office online

e Price around $70.00



PUBLICATIONS

Onshore Orders #1 - #7
» Available online from many sources

e Price: Free downloads from the internet



Internet Access
WHERE TO LOOKI!

BLM Bakersfield Minerals web page at:
BLM web library at:
The General Printing Office Access web page at:

The BLM Wyoming 43 CFR 3160 web page at:


http://www.ca.blm.gov/bakersfield
http://www.blm.gov/nhp/300/wo310/library//library3.html
http://www.gpoaccess.gov/cfr/retrieve.html
http://www.wy.blm.gov/minerals/og/oglinks.htm
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Onshore Orders

Divided into two major and four minor groups

* The first is a general guideline as specified In
43 CFR 3160

e The second are specific guidelines as noted in the
Onshore Orders #1 thru #7



Onshore Order Sub-grouping

Introduction — purpose
Definitions
Requirements — violations (major/minor)

Variances from minimum standards



Onshore Orders
Order #1 * Order #5

Approval of Operations ~ Measurement of gas

Order #2 * Order #6
Drilling Operations Hydrogen sulfide operations
Order #3 e Order #7

Site Security Disposal of produced water

Order #4
Measurement of Oil



??? Questions ?77?



Production Accountability Review

Bakersfield Field Office

Jennifer Shives
Inspector

Jshives@ca.blm.gov



Bakersfield Field Office

that all oil and gas operators properly |
measure and report production from federal™®
oll & gas leases throughout California.



Year 2005

Statistics
300+ Active Leases

9,000 Wells 55@ .|.I
118 Lessees/Operators J ) j@mj JJ
61 Agreements Royalty

15.7 Million Barrels of Oll

6.7 Billion Cubic Ft. of Gas



Production Accountability Review




PAR Contacts

* Minerals Management Service (MMS)

o State Controllers Office
— Royalty verification
— Audits

» Lessee/Operator



Step 1. Assignment

o |&E Supervisor identifies/prioritizes leases.
o |&E Supervisor assigns to the inspector by area.

 |Inspector may note discrepancies or areas of
concern during routine inspection.



Step 2. Contact operator/lessee by letter

Requesting:

Oil Gas
*\Weight/Run Tickets Detailed Gas Volume Report
*\Well Tests *Gas Allocation Report
Oil Allocation Schedule *Gas Purchase Statement
Seal Records *Gas Chart Integration Results
oSite Security Plan *Gas Meter Calibration Reports
*Purchase Statements *Gas Specific Gravity Determination

L ACT Proving Reports *Orifice Meter & Temperature Charts



Step 3. Office Review

e Pull a 3 yr. average and 6 months of OGOR
reports to verify sales

 Verify all data



PAR encompasses reviewing the Oil and Gas Operations Report (MMS-

OGOR 4054) and comparing it to the run tickets/LACT printouts and/or gas
charts for accuracy.
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Summary of PAR Steps

Assignment

Contact Lessee / Operator

Verify documentation in AFMSS

Complete Production Accountability Checklist

Pull & compare Oil and Gas Operations Report
(OGOR) with run tickets/charts for accuracy

If discrepancies are found, a summary Is
submitted to the I&E Supervisor for review and
the following actions:



Discrepancies

* The operator Is contacted and advised to
correct problem and/or to schedule a
meeting.

« Major discrepancies are pursued in accordance
with 43 CFR 3163.2(f)(1) with civil penalties
and/or criminal penalty action.



“Documentation”

e Documentation Is made in AFMSS and
filed in the case file.

=



roduction /~.ccountability
eview Team

Utilizing a variety of tools and professional staff we are responsible
for protecting the public’s interest in minerals produced from
federal lands.
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Safety on Drilling Rigs
BOPE & H,S

Rod Sparks
Inspector
rsparks@ca.blm.gov



One main concern of the BLM i1s BOPE:

1. The proper use of the Blowout Preventer
Equipment (BOPE) as per Onshore Order
#2 or as approved in the Application for
Permit to Drill (APD) or the Sundry Notice.

2. The BOPE will be inspected by a BLM
Inspector to ensure:

e  That the equipment being used is what
was approved and is in safe working
order.

e  To witness the pressure testing of such
equipment (3M or above).




sbafety on the Drilling & Workover Rig

3. Any variation from the approved APD

must have prior approval from the BLM
Engineer.

4. BLM 2M requirements to function test
daily.




Safety on the Drilling & Workover Rig

Another main concern is working in and around H,S gas.
1. What type of equipment is required in the approved APD?

2. Is the required equipment properly installed and in working
order?

3. Are the Employees trained & knowledgeable of H,S safety
procedures?

4. Does the Operator have a contingency plan on site for
Inspection by the BLM inspector?

The Operator shall take all precautions necessary to provide

necessary protection for the health and safety of life and the

protection of property.
43 CFR 3162.5-3



Site Security
Requirements

Kevin Coodey
Inspector

kcoodey@ca.blm.gov



Onshore Order #3

*Onshore Order #3 gives BLM the authority to inspect and
enforce Site Security on Federal Oil and Gas leases.



Onshore Order #3 111. H.

*Federal requirements for establishment and maintenance

of a Site Security Plan

“The operator shall establish a site security plan for all facilities...” The plan shall
include, but is not limited to the following:
*A self inspection program that monitors production volumes and ensures compliance with
all seal requirements at each storage and sales facility and each LACT unit, if applicable.
A system to ensure the maintenance of accurate seal records and the completion of accurate
run tickets.
A system to ensure the reporting of incidents of apparent theft or mishandling of oil.
A system to ensure that there are no by-pass of meters.
*A list of the leases, communitization agreements, unit agreements, and specific facilities that
are subject to each plan
» Documentation that the authorized officer has been notified of the completion of a plan and
site facility diagram(s) and the leases, communitization agreements, unit agreements, and
specific facilities that are subject to each plan and diagram(s).
sDocumentation that the authorized officer was notified within 60 days of completion of
construction of a new facility or of commencement of first production or of inclusion of the
production from a committed non-Federal well into a federally supervised unity or
communitization agreement, whichever occurs first, whether that facility is covered by a
specific existing plan or a new plan has been prepared.




Onshore Order #3 I11. I.

*Federal requirements for establishment and maintenance
of a Site Security Diagram

“A facility diagram is required for all facilities, including those facilities not located
on Federal or Indian lands but which are subject to Federal supervision through
commitment to a federally approved unit agreement or communitization agreement.”



TO DOME =
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COALINGA MONTEF =Y
"SITE SECURITY PLAN

UNOCAL (76)

#1

#5

fe

#7
#8

COALINGA MONTEREY TANK 10494

VALVE POSITION PRODUCING

Drain 3" Normally closed-except Hzo bleed

Bottom Sample 1"  Normally closed - Sample‘only
Middle Sample 1"  Normally closed - Sample only
Upper Sample 1" Normally closed - Sample only
Fill e" Open

Circulating 4" Closed
Shipping 6" Closed
Bottom Sample 1/2" Closed - Sample only
Overflow 6" Closed

SHIPPING

Closed
Closed
Closed
Closed
Closed
Closed
Open

Closed
Closed

Drain valve to remain closed and sealed except when water bleeding the

tank. Pumper is to be present. Valves 2, 3, 4, & 8 will be used only

to check BS&W cut and levels.

Normally open when the tank is being filled. Closed and sealed to ship.

Used to circulate fluid to wash tank or other tanks in facility and are

normally closed.

Open when shipping - Normally closed and sealed.

liuple valve. Normally closed




Onshore Order #3 111. A.

*Federal requirements for seals on storage and sales facilities

“The primary purpose for the use of seals is to provide a means of documenting the
removal of production for royalty purposes.”

“All lines entering or leaving all oil storage tanks shall have valves capable of being
effectively sealed during the production and sales operations...”



PROPERLY SEALED VALVE

*A numbered seal Is
Installed through
the valve nut.

*The valve cannot be
opened without
destroying the seal.




INEFFECTIVELY SEALED

*A numbered seal
1 has been installed,
but the wheel nut can
be removed and the
valve opened
without destroying
the seal.

S *This is a violation.



Onshore Order #3 111. B.

*Federal requirements for seals on Lease Automatic Custody
Transfer (LACT) Systems

The following components shall be effectively sealed on LACT systems:
sSample probe
«Sampler volume control
*All valves on lines entering or leaving the sampler container excluding the safety pop-
off valve
*Meter assembly, including the counter head, meter head, and if so equipped, automatic
temperature compensator (ATC) or automatic temperature and gravity selection service
(ATG)
sTemperature recorder (if equipped)
*Back pressure valve downstream of the meter
*Any drain valves in the system
*Manual sampling valves



LEASE AUTOMATIC CUSTODY TRANSFER SYSTEM

PRESSURE GAGE STRAINER
AIR ELIMINATOR

S & W PROBE POWER CONTROL PANEL

| S &4 W MONITOR ELECTRIC MOTOR
. SAMPLE PROBE ‘f

SAupLEﬂ

SAMPLE CONTAINER
MIXING SYSTEM
OPERATIONS PAN'EI.

- T uonensn[j -

/ v
BACK PRESSURE VALVE \




LEASE AUTOMATIC CUSTODY TRANSFER METER

*There are specific

Al regulations
-3 . § o % sy for LACT meter seal
Examples of seals; S W, g requirements.
on a KACT meten f“ <2 l



Onshore Order #3 1V.

FEDERAL SEAL INSTALLED

*A BLM Inspector
placed a Federal seal
on this ineffectively
sealed valve.

| *An assessment of
$250 will be issued if
this seal is broken
without contacting
the BLM.
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Written Orders, Incidents of
Non-Compliance

Ross Michelsen
Inspector
rmichelsen@ca.blm.gov



%

s

Authority

43 CFR 3162.1(a)

The operator shall comply with:

v v Vv VvV

Applicable laws
Regulations

Lease terms
Onshore Orders
Notices To Lessees

Orders and COA'’s of the Authorized Officer (AO)




© What Is a Violation

A Violation is Something Specific in:
Applicable laws

Regulations

Lease terms

Onshore Orders

Notices To Lessees

YV V. V Y V V

Orders and COA’s of the Authorized Officer (AO)



)

If a violation exists....

=» An INC will be i1ssued In accordance
with 43 CFR 3163.1

=>» Every violation Is a separate INC and
must be documented accordingly

=>» ldentify the gravity of the violation
(Major or Minor)



b7 Major Violation

Noncompliance that causes or threatens immediate,
substantial and adverse impact to:

=>Public health and Safety
=>»Environment

=> Production Accountability
=>» Royalty Income



A7 Minor Violation

Those violations that do not rise to the level of a
major violation.



Agency name

Site of Violation

Date violation found
Corrective Date or
Abatement Date

Explanation
of Violation

Incident of Noncompliance

UNITED STATES
DEFARTMENT OOF THE INTERIOR
BUREAT OF LAND MANAGEMENT

NOTICE OF INCIDENTS OF NOMNCOMPLIANCE

Gravity of Violation

Major or Minor

Signature and
Title When INC
IS remediated



Written Order

If the situation does not meet a specific regulatory
requirement, a Written Order will be Issued.

=> Written order is not a violation

=> Issued for Problem(s) identified during inspection
= May list multiple infractions
>

Does not count against operator’s compliance rating



‘7 Written Order Components [faats:

=>» ldentifies the problem/issue
=>» States the requirements

=» Includes an abatement date
=> “Failure to comply” language

= Appeal language



Written Order (letter form)

Certified RMail NO.70000520002196301945
RETUERN RECEIFT REQUESTED

Md

ubmitted to thi
e attentiono

chedule




ritten Order (INC form)

UNITED STATES
DEFARTMENT (JF THE .
BIUREAT OF LAND MANAGEMENT

NOTICE OF WRITTEN (ORDER
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Royalty Rate Reduction
Programs

Jeff Prude
Petroleum Engineer
jprude@ca.blm.gov



In Recognition Of:

« Downturn in oil and gas prices

* Increasing dependence on imported
fuel, and

 Weak domestic oil industry




The BLM Has Implemented
Several Royalty Reduction
Programs

 Generally marginal economics

o Stripper well property
— Terminates 2/1/06
 Heavy oll
— Terminated 11/1/05

— Text of regulations found at 43
CFR 3103.4



Program Objectives

Promote development

Enable operators to place marginal wells back
on production

Provide economic incentive to implement
enhanced recovery projects

Delay plugging until oil recovery maximized
Promote job stability in oil industry
Benefit U.S. Economy and Nat’l defense



Marginal Economics RRR
Requirements

e General lease information

e Well Information

e Detailed financial statement



Stripper Property RRR
Requirements

Less than 15 BOPD per eligible well
(eligible well - produce or inject 15 or more
days/month)

Includes both producers and injectors
No approval required, only notification

Royalty rate is based on production rate,
varying from 0.5% for <1 BOPD per well to
12.5% for >15 BOPD per well



Stripper Property Calculation

Formula:
RR%=0.5+(0.8 x Avg. BOPD/Well)

Example:
20 Producing Wells
5 Injection Wells
3 Shut-in Producing wells

5000 BOPM Total production for May

Avg. BOPD/Well =5000 =6.45 BOPD/Well
25x31

Rounded Down to 6 BOPD/Well

Royalty Rate = 0.5 + 0.8(6) = 5.3%



Royalty Rate — Stripper

Properties
Upto 1 BOPD/Well 0.5%  Royalty Rate

2 1.3
3 2.1
4 2.9
5 3.7
§) 4.5
7 5.3
8 6.1
9 6.9
10 7.7
11 8.5
12 9.3
13 10.1
14 10.9
15 11.7

Over 15 12.5



Stripper RRR Savings

Original royalty (@12.5%) due at $50.00/Bbl:
5000 x $50.00 x .125 = $31,250

Royalty due under Stripper RRR
5000 x $50.00 x .053 = $13,250

Savings = $18,000 per month



Stripper Properties RRR

Qualifying period
Qualifying rate
Subsequent years

Notify MMS within 60 days after end of 12
mos

Failure to notify - property returns to
qgualifying rate

No manipulation allowed
Self certification - no approval required



Stripper RRR (Cont’d)

 Qualifying period
o August 1, 1990 thru July 31, 1991, or whenever the rate
was first less than 15 BOPD/well
 Qualifying rate

 Use formula shown earlier. This is the maximum rate for
the remainder of the lease life, as long as the program
remains in effect

« Subsequent years

— Calculate average production
 Use new rate if lower than qualifying rate
o Use qualifying rate if production has risen

 Royalty can decrease, but will never rise above
qgualifying rate



Stripper Properties RRR (Cont.)

« Evaluation of effectiveness
— In 1998, DOE/BLM conclusion —rule has been effective in
Increasing stripper production

« Program termination
— If WTI oil price for 6 mos. is above $28/bbl., plus inflation,
w/1991 as the base year
— Any time after September 10, 1997 w/ 6 mos notice

— August 2004 - Jan 2005 WTI threshold price exceeded
— Term. Notice published 7/21/05

« PROGRAM TERMINATES 2/1/06



Stripper Properties (Cont’d)

What does this mean to you?

n California alone, there are nearly 200 BLM
properties which have applied for stripper
oroperty royalty relief

There are numerous cases where operators
have not provided timely follow-up information

Other cases where operator never applied at




Heavy OIll RRR (cont’d)

 Program termination

— Anytime after Sept. 10, 1999, w/ 6 months notice

— If WTI price for 6 months is above $24/bbl, plus inflation, w/
1991 as the base year

— January 2004 - June 2004 WTI threshold price exceeded
— Term. Notice published 4/27/05

« PROGRAM TERMINATED EFFECTIVE 11/1/05



Cost Recovery

Nora DeDios, Realty Specialist
661-391-6129


mailto:ndedios@ca.blm.gov

Mineral Application Fees FY 2006

Effective November 7, 2005 (70 F.R. 194, pages 58854-58880, Oct 7, 2005)

DOCUMENT /ZACTION EXISTING FEE COST RECOVERY FEE

Oil and Gas (Part 3100, 3110, 3120, 3130):

Noncompetitive lease application $75 $335
Competitive lease $75 $130
Assignment and transfer $25 $75
Overriding royalty transfer, payment out of production $25 $10
Name change, corporate merger or transfer to heir/ $0 $175
devisee

Leases consolidation $0 $370
Lease renewal or exchange $75 $335
Lease reinstatement, Class | $25 $65
Leasing under right-of-way $75 $335
Geophysical exploration notice of intent--outsideAlaska. $0 $0

Geophysical exploration permit application--Alaska. $25 $25

Application for Permit to Drill (APD) $0 $0



ldle Well Management Program

John Kaiser
Petroleum Engineer
Jkaiser@ca.blm.gov



BLM Wells - California

A

@ Producing Oil Wells ® Producing Gas Wells O Injection and Monitoring O Shut-in wells
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Letter to all Operators last summer re-affirming
commitment to address-L. TNV problem and
concern over low compliance rates

BLM California I\W Paliey issued 3-15-02 and
still in effect

sCompliance increasing
«Several companies reinvented internal systems

*BLM participating in CDOGGR testing deferrals



Important Definitions

e Temporarily Abandoned (TA) well: A well not
capable of producing In paying quantities but needs
to be retained for future use. DOES NOT contain
equipment sufficient to produce the well at a “flip
of a switch.”

o Shut-in (SI) well: A well capable of producing in
paying guantities but has other circumstances
preventing such. Requires justification.

e Orphan well: A well with no associated financially
responsible party.



Is my well SI or TA ?7?

* Does it have all of the equipment to produce?
— Yes

— Itis a Sl well and it can be so for 180 days without a request
(sundry notice) to change status.

— No - see below
 |If ANY or all of the production equipment has been
removed?

— Itisa TA well and can be that way for only 30 days before
a request for that status (sundry notice) must be submitted.



Orphan Wells

“——

1 orphan.well on BLI\/I lands.in California (currently)

23 orphan wells were “adopted” at the competitive lease sale on May |
8, 2002. ' | | |

«20 more ado-pfed at the Sept. 17 2003 [ease sale.
- *5 more up for Iease Dec. 2005

*BLM in cooperation with CDOGGR abandoned 14 orphan wells, 1
sump and-1tank settrng FY02¢

104 orphan wells and 2 Sumps abandoned in FY03

«Over 100 more “potential orphan” WeIIs

|_arge numbers of wells on marginal Ieases wrth Inadequate bond
coverage. -



Well
Abandonments




: o il "t
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~approval (BFO). Appro!
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If your company hasn’t been submitting TA and Sl
well requests on a sundry notice to the BLM...
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NPR-2 Update
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John Kaiser
Petroleum Engineer
Jkaiser@ca.blm.gov



NPR-2
Historical Overview

Significant Event DEI
m Executive Order 847 created NPR-2. Dec 1912
m Congress puts the jurisdiction for the Naval Petroleum Reserves under the June 1920

Dept. of the Navy.
m Executive Order 3474 —transfers control of NPR-2 from Navy to Interior. May 1921
m Dept. of Interior entered into leases with oil companies (8/24/20 — 4/20/23) 1920-1923
THESE DOI LEASES REMAIN IN EFFECT TODAY
m Executive Order 4614 — NPR-2 transferred from Interior to Navy March
1927

m Cooperative Development Agreement signed for Buena Vista Hills. Oct 1935
m DOE Organization Act Transferred NPR-2 from Navy to DOE. Aug 1977
m 1996 Defense Authorization Act mandated sale of NPR 1 & study of NPR-2
disposition alternatives (NPR 1 was sold in 1997 for $3.65 billion) Feb 1996
m Domenici-Barton Energy Policy Act of 2005 transfers NPR-2 administration from 8/8/2005

DOE to BLM
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NPR-2 To Do List

Manage existing operations

|_ease sale September 2006
Adjudication

Compliance inspections

— Site security

— Commingling

— Off lease storage, measurement, sales
|_ease clean-up

Units audit



8B, 18B, 12C, 30G, 18H

Looking north from South line

B Vg A




NPR-2
Unleased
Lands

8B, 18B, 12C, 30G, 18H




BLM - CDOGGR
Cooperative Efforts

Patty Gradek
Assistant Field Manager, Minerals
Randy Adams
Deputy Supervisor, CDOGGR, District 4



BLM - CDOGGR Cooperation

*Ol1l and Gas Workgroup
Memorandum of Understanding
ldle Well Programs

*Well Abandonment Training Sessions
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