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DECISION RECORD
Yates Petroleum Corporation , Outrigger Federal Com. #5H, Application for Permit to Drill (APD)
Categorical Exclusion 1 (CX1), WY-070-390CX1-12-163
Buffalo Field Office, Bureau of Land Management

DECISION. The BLM approves the proposal from Yates Petroleum Corporation (Yates) for the
horizontal drilling of 1 conventional oil well, the Outrigger Federal Com. #5H, located in Section 34,
T47N R75W, federal lease WY W-132923 (surface) and WYW-126621 (downhole).

Compliance. This decision complies with:

e Federal Land Policy and Management Act of 1976 (FLPMA) (43 USC 1701); DOI Order 3310.

e National Environmental Policy Act of 1969 (NEPA) (42 USC 4321).

e Buffalo and Powder River Basin (PRB) Final Environmental Impact Statement (FEIS), 1985, 2003.
e Buffalo Resource Management Plan (RMP) 1985, Amendments 2001, 2003, 2011.

A summary of the details of the approval follows. The CX1 worksheet, WY-070-390CX1-12-163,
“incorporated here by reference, includes the project description, including site-specific mitigation
measures. Mitigation measures will include the conditions of approval (COAs).

THE FINDING OF NO SIGNIFICANT IMPACT (FONSI). The US Congress, Department of
Interior, and BLM affirmed there was no significant impact of a like-structured project when they created
this CX1 and its limiting parameters. Thus a FONSI and an EIS is not required.

DECISION RATIONALE. The approval of this project is because:

1. The project will not adversely affect public safety and does not involve any unique or unknown risks.

2. The project will not result in a violation of any federal or known state or local law, statute or
ordinance, or other requirement imposed for the protection of the environment.

3. The approved project conditioned by its design features and COAs, will not result in any undue or
unnecessary environmental degradation. The PRB FEIS analyzed and predicted that the PRB oil and
gas development would have significant impacts to the region’s sage-grouse population. The impact
of this development cumulatively contributes to the potential for local extirpation yet its effect is
acceptable because it is outside priority habitats and is within the parameters of the PRB FEIS/ROD
and current BLM and Wyoming sage-grouse conservation strategies. There are no conflicts
anticipated or demonstrated with current uses in the area. This decision approving the Outrigger
Federal Com. #5H APD complies with the Energy Policy Act of 2005, Section 390, 43 CFR 1610.5,
40 CFR 1508.4, and 43 CFR 46.215.

4. Approval of this project conforms to the terms and the conditions of the 1985 Buffalo RMP (BLM
1985) and subsequent update (BLM 2001) and amendments (BLM 2003, 2011). This project
complies with the breadth and constraints of CX1, Energy Policy Act of 2005, and subsequent policy.

5. The selected alternative will help meet the nation’s energy need, revenues, and stimulate local
economies by maintaining workforces.

6. The project is clearly lacking in wilderness characteristics because it is amidst mineral development.

ADMINISTRATIVE APPEAL: This decision is subject to administrative appeal in accord with 43 CFR
3165. Request for administrative appeal must include information required under 43 CFR 3165.3(b)
(State Director Review), including all supporting documentation. Such a request must be filed in writing
with the State Director, Bureau of Land Management, P.O. Box 1828, Cheyenne, Wyoming 82003, no
later than 20 business days after this Decision Record is received or considered to have been received.
Any party who is adversely affected by the State Director’s decision may appeal that decision to the

Interior Board of Land Appeals, as provided in 43 CFR 3165.4.
Date: q\‘ \c(\‘\)\

DR, Outrigger Federal Com. #5H ’ 1




Categorical Exclusion 1 (CX1), WY-070-390CX1-12-163
Section 390, Energy Policy Act of 2005
Outrigger Federal Com. #5H, Yates Petroleum Corporation
Bureau of Land Management, Buffalo Field Office

Description of the Proposal

Yates Petroleum Corporation (Yates) requests approval of their application for permit to drill (APD) for
Outrigger Federal Com. #5H, horizontal oil well, drilled to the Sussex formation at a total depth of 8,341
feet.. The need for this project is to meet the goals and objectives of the 2003 Buffalo Resource
Management Plan Amendment and to determine how and under what conditions to balance natural
resource conservation with allowing the operator to exercise lease rights to develop fluid minerals
development of 1 horizontal oil well, Outrigger Federal Com. #5H on federal lease WYW-132923
(surface) and WYW-126621 (downhole), as described in their APD, surface use, and drilling plans,
incorporated here by reference. Richard L. Davis (Trustee of the Richard L. Davis Revocable Trust) is the
surface owner. The fluid mineral leasing programs fall under the authority of the Mineral Leasing Act of
1920, the Federal Land Policy Management Act (FLPMA), and other laws and regulations.

Operations would occur in the following location: (see attached map, Appendix A).

# | Well Name/ Well # QQ [Sec|Twp|Rng |Lease CX Number
WYW-132923 &
1 | Outrigger Federal Com. #5H SESW |34 |47 |75 WYW-126621 WY-070-390CX1-12-163

The project is subject to conditions-of-approval (COAS) for drilling an oil well in the BFO area under
standard split estate jurisdiction. For a detailed description of the design features and construction
practices, refer to the surface use (SUP) and drilling plans. Refer to attached map in Appendix A for top
and bottom hole locations, as well as horizontal bore path.

Operations would include the following performed by Yates and/or their contractors:

e Construction of a drilling pad with dimensions of approximately 400 feet by 400 feet; accounting for
4.36 acres of disturbance.

e Locating all production facilities on the disturbed portion of the well pad and a minimum of 25 feet
from the edge of the location.

e Constructing approximately 400 feet of proposed crowned and ditch road, with a sixteen foot running
surface for drilling and completion operations. Proposing an enlarged turnout, approximately 140 feet
wide, to facilitate access due to the topographic location on a sharp corner. Total road disturbance
accounts for 0.43 acres.

e Fifty-six Fracmaster Tanks will be on location for approximately ten days to two weeks. Dimensions
are approximately 45 feet long x 9 feet wide x 10 feet high. Up to a dozen of the tanks may remain for
approximately one week to ten days. Approximately 200 truckloads of water will be used in the
hydraulic fracturing process.

e A reservoir in the SESW Section 3, T46N R75W or SENE Section 34, T47N R75W will provide
freshwater for drilling. Water may be hauled using existing roads or piped on the surface.

e The reserve pit will be backfilled and pad slopes will be reduced to 2:1.

e Yates proposes a single power drop at the well location to tie into existing overhead power that is
immediately adjacent the well pad and throughout the area.

¢ Drilling, testing and completion of the well. If determined to be economically viable, the well would
be put into production. Production facilities would be on the site, including a pumping unit,
separation equipment, and storage tanks. Yates will operate and maintain the facilities and site for the
life of the well. Gas will be sold on location to a third party.

CX1, Outrigger Federal Com. #5H 1



e Reclamation of disturbed areas (to approximate a pre-disturbance condition) created during
construction that would not be needed should the well be placed into production. Reduction of pad
size will be minimal, topsoil will be spread and the area outside of the working location will be
seeded.

e If the well is not found to be economically viable, all areas disturbed during construction would be
reclaimed to the pre-disturbance condition, and the well bore would be plugged per State of Wyoming
and BLM policy and regulations.

The total new surface disturbance for this action consists of: 4.79 acres.

Plan Conformance. The proposal conforms to the terms and the conditions of the Buffalo Resource
Management Plan (RMP), 1985, amended 2001, 2003, and 2011. The development area is clearly lacking
wilderness characteristics as it is in the midst of mineral development. The Energy Policy Act of 2005
subjects oil or gas exploration or development to a rebuttable presumption that the use of a categorical
exclusion under the National Environmental Policy Act (NEPA) applies. Thus BLM must use an Energy
Policy Act CX unless BLM can prove such CX is inapplicable. This CX worksheet is a form of NEPA
compliance categorically excluded from the analysis that occurs in an EA or EIS. BLM H-1790, p. 17.
BLM finds that the conditions and environmental effects found in the senior EA and PRB FEIS remain
valid.

The applicable categorical exclusion from the Energy Policy Act of 2005 is exclusion number (b)(1)
which is individual surface disturbances of less than 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.

There are 3 requirements for a Section 390 CX1 (BLM NEPA Handbook, Appendix. 2):

1) The project must disturb less than 5 acres on the site. If more than 1 action is proposed for a lease (for
example 2 or more wells), each activity is counted separately, and each may disturb up to 5 acres.
Similarly, the 5-acre limit applies separately to each activity requiring discrete BLM action, such as
each APD, even though for processing efficiency purposes the operator submits for BLM review a
large master development plan addressing many wells. The surface disturbance for the Outrigger
Federal Com. #5H well is as follows:

Disturbance Summary for Outrigger Federal Com. #5H

Facility No. or Factor Disturbance | Duration
Mileage (acres)
Well pad disturbance during 1 W=*L/43560 acre 4.36 acres Short term
drilling & construction 400 ft. x 400
ft.
Well pad during production No change W=*L/43560 acre | Reduction Long term
determined if
producing
Engineered Road 0.08 miles N/A 0.43 acres Long term
Total 4.79 acres

2) The current unreclaimed surface disturbance readily visible on the entire leasehold must not be
greater than 150 acres, including this proposed project. This includes previous disturbances
supporting lease development. The 150-acre limit applies separately to each federal lease supporting
the development. Lease WYW-132923 has a total of 39.93 acres. There is an existing overhead
power line that crosses the southern half of the lease as well as an existing county road that crosses
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the southwest corner. No additional oil and gas related disturbance has taken place on the lease,
therefore the total expected disturbance of 4.79 acres for the Outrigger Federal Com #5H is well
under the 150-acre limit.

3) There must be a site-specific NEPA document (not just leasing) that covers the boundaries of the
proposed project. This NEPA document may be an exploration or development EA/EIS; it may be
part of a specific master development plan, a multi-well EA/EIS, or an individual permit approval
EA/EIS. The NEPA document must have analyzed the type of activity or project being considered;
yet it need not have addressed the specific permit or application being considered.

The area had historic conventional oil and gas exploration and production, and recent coal bed natural
gas (CBNG) development. The project area is adjacent to the boundaries of existing plan and
developments (PODs) and directly within the boundary of the Gauge POD. See Table 1 below for a
list of approved PODs. Additionally, there are 37 oil and gas wells within one mile of the project area
for this proposal (WOGCC as of June 2012). This proposal falls within the foreseeable development
scenario that was analyzed in the tiered NEPA document required to use a CX1.

Table 1. Adjacent or Overlapping CBNG & Oil Well Development (Incorporated by Reference)

NEPA Document Name NEPA Document or # Decision Date
Gauge POD WY-070-09-075 09/11/2009
Wormwood Unit 3 WY-070-09-068 08/03/2009
Beaver Creek Add Il WY-070-09-065 05/27/2009

Plan of Operations

The proposal design conforms to all Bureau standards and incorporates appropriate best management
practices, required and design mitigation measures determined to reduce the effects on the environment.
BFO reviewed a surface use plan (SUP) of operations which described all proposed surface-disturbing
activities and approves the SUP pursuant to Section 17 of the Mineral Leasing Act, as amended. BLM
incorporates by reference here the hydraulic fracturing descriptions and all effects analysis from the
Hornbuckle Field Environmental Assessment, WY060-EA11-181.

Water Resources

The historical use for groundwater in this area was for stock water or domestic purposes. A search of the
WSEO Ground Water Rights Database showed 4 registered stock water wells within 1 mile of the
Outrigger Federal Com. #5H well with depths ranging from 100 to 505 feet, For additional information
on groundwater, refer to the PRB FEIS (2003), pp. 3-1 to 3-36.

The adherence to the drilling COAs, the setting of casing at appropriate depths, following safe remedial
procedures in the event of casing failure, and using proper cementing procedures should protect any fresh
water aquifers above the target coal zone. This will ensure that ground water will not be adversely
impacted by well drilling and completion. The operator will run surface casing to 1,800 feet, total vertical
depth to protect shallow aquifers. The top of cement for the intermediate string will be calculated to
adequately cover the Fox Hills formation.

At the time of permitting, the volume of water that will be produced in association with these federal
minerals is unknown. The operator will have to produce the well for a time to be able to estimate the
water production. In order to comply with the requirements of Onshore Oil and Gas Order #7, Disposal of
Produced Water, the operator will submit a sundry to the BLM within 90 days of first production which
includes a representative water analysis as well as the proposal for water management.
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Historically, the quality of water produced in association with conventional oil and gas has been such that
surface discharge would not be possible without treatment. Initial water production is quite low in most
cases. There are three common alternatives for water management: Re-injection, deep disposal or disposal
into pits. All alternatives would be protective of groundwater resources when performed in compliance
with State and Federal regulations.

Wildlife

A BLM wildlife biologist reviewed the proposed APD. The wildlife biologist determined that the
proposed APD, combined with the COAs (and design features), is: (1) consistent with the FEIS and its
supplements, the RMP and the above tiered EAs; and (2) consistent with the programmatic biological
opinion (ES-6-WY-02-F006), which is an update from the PRB FEIS, Appendix K. The biologist
performed an onsite visit to the project area on April 21, 2011. The affected environment and
environmental consequences for wildlife are discussed in, and anticipated to be similar to, the Gauge
POD EA, (WY-070-09-075).

Greater Sage-grouse (sage-grouse)

In March, 2010, the U.S. Fish and Wildlife Service warranted that the sage-grouse justified listing across
its range, but precluded listing due to higher priorities (FWS 2010). The sage-grouse is now a candidate
for listing under the Endangered Species Act. In March, 2012, WY BLM released the report, “Viability
analyses for conservation of sage-grouse populations: Buffalo Field Office, Wyoming,” indicating that a
viable population of sage-grouse remains in the PRB, but the combined impacts of multiple stressors,
including West Nile virus (WNv) and energy development, threaten that viability (Taylor et al 2012). The
information in the report identified that the effects of energy development are detectable at a larger spatial
scale than had been analyzed in the Gauge POD, referenced above. Additional information regarding the
population viability analysis, and its influence on cumulative effects from energy development is found in
the affected environment and environmental effects sections (Section 3.7.12 and 4.8.2 — Candidate
Species — Greater Sage-grouse (Sage-grouse)) of the Mufasa Fed 11-31H Well EA, WY-070-EA12-062,
incorporated here by reference. Given that the Outrigger Fed Com 5H is a single well located within a
previously approved CBNG development, and adjacent to a main haul road, this new information does
not substantially change the analysis included in the Gauge POD.

The Outrigger Fed Com 5H well is within mapped and modeled suitable nesting habitat for sage-grouse.
Moderately dense sagebrush stands on gently rolling topography suitable for nesting were confirmed near
the site, and sage-grouse droppings were found in the proposed disturbance area by the BLM biologist
during the onsite visit. In order to reduce the impacts to sage-grouse associated with noise, construction,
and human disturbance resulting from implementation of the proposed project, BLM will consider a
timing limitation (March 15-June 30) on surface-disturbing activities in and adjacent to identified nesting
habitat across the project area. Because nesting grouse are shown to avoid infrastructure by up to 0.6
miles, the intent of this timing restriction is to decrease the likelihood that grouse will avoid these areas
and increase habitat quality by reducing noise and human activities during the nesting season.

Migratory Birds

Yates proposes using a heater treater during the production phase of the Outrigger Fed Com 5H project.
Heater treaters, and similar facilities, having vertical open-topped stacks or pipes can attract birds. Those
facilities without exclusionary devices can pose a mortality risk. Once birds crawl into the stack, escape
can become difficult and the bird may become trapped (U.S. v. Apollo Energies Inc., 611 F.3d 679 (10th
Cir. 2010); see also, Colorado Oil and Gas Commission, Migratory Bird Policy, accessed February 13,
2012). The BLM will consider a COA to ensure that migratory birds are excluded from all facilities that
pose a mortality risk, including, but not limited to, heater treaters, flare stacks, and secondary containment
where escape may be difficult or hydrocarbons or toxic substances are present. If Yates does not properly
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maintain all exclusionary devices implemented for the project, birds may remain at risk of direct
mortality.

Cultural Resources

A previously reviewed and accepted Class III cultural resource inventory (BFO# 70080020) adequately
covered the proposed project area. No cultural resources are in the area of potential effect. On June 11,
2012, Seth Lambert, BLM Archaeologist, electronically notified the Wyoming State Historic Preservation
Office (SHPO) following section VI(A)(1) of the Wyoming State Protocol, of a finding of no effect for
the proposed project. This project will have no effect on any property eligible for nomination to the
National Register of Historic Places. The Forest Service consulted with the Wyoming State Historic
Preservation Officer (SHPO) and received concurrence to proceed.

A paleontology survey was completed; no site or objects were found.

The Scenic Integrity Objective (SIO) for the project area is low. The effect of the project on scenery
management and attaining the Grassland Plan scenery objective will be negligible. No above ground
power lines will be built, and constructed gas well site will appear subordinate in the landscape. Facilities
and landscape modifications are visible but are reasonably mitigated to blend and harmonize with natural
features. Reclamation activities will restore the area to a reasonable level of its pre-development
condition.

The effects on the soil, vegetation, and watershed components will be minimal with the application of
mitigation measures, of the Surface Use Plan of Operation and Forest Service conditions of approval.

Persons and Agencies Consulted

Name Company/Agency Title

Raymond Stott BLM Natural Resource Specialist
Darci Stafford BLM Wildlife Biologist

Seth Lambert BLM Archeologist

Buster Ivory Yates Petroleum Corp. Federal Regulatory Agent
Tony Wyllie Yates Petroleum Corp. Wildlife Biologist

Sondra Phillips Yates Petroleum Corp. Landman

Tom Davis Surface Owner Surface Owner Rep.

The COAs and/or terms and conditions provide justification for this decision and may not be segregated
from project implementation without further NEPA review. In addition my review of the plan
conformance statement and determined that the proposed project is in conformance with the applicable
land use plan(s) and none of the extraordinary circumstances apply as described in Appendix 6 of the
BLM NEPA Handbook. I reviewed the proposal to ensure the appropriate exclusion category as described
in Section 390 of the Energy Policy Act of 2005 is applied correctly. I determined this project requires no
further environmental analysis.

NSRS e

R’&v@ield Manager Date

Contact Person: Ray Stott, Natural Resource Specialist, Buffalo Field Office, 1425 Fort Street, Buffalo WY 82834,
307-684-1100 ’
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