IDAHO OIL AND GAS CONSERVATION COMMISSION
April 19, 2011
Regular Agenda
SUBJECT

Approval of Hearing Officer's Recommended Order for Spacing of Gas Wells

BACKGROUND

The Idaho Oil and Gas Conservation Commission’s (Commission) duties in Idaho Code § 47-
319(b) (Oil and Gas Conservation Act) include preventing waste of oil and gas, protecting
correlative rights, and enforcing all other oil and gas development requirements in the Oil and
Gas Conservation Act. If a conflict occurs, the duty to prevent waste is paramount.

Idaho Code § 47-321(a) requires the Commission to “promptly establish spacing units” when
resources are discovered. The size of the spacing units shall not be smaller than the maximum
area that can be efficiently and economically drained by one (1) well (Idaho Code § 47-321(b)).
Well spacing, therefore, is a function of the specific reservoir characteristics. Land ownership and
other factors are not considered when spacing units are established.

The default gas well spacing in the Rules Governing Conservation of Crude Oil and Natural Gas
in the State of Idaho (IDAPA 20.07.02) is one well per 640 acres. A Spacing Order issued by the
Commission is required to change this well density. In the absence of a Spacing Order, any party
can request that the Commission establish spacing for a given pool. A public hearing is held to
gather information regarding this request. A Spacing Order must be supported by the hearing
record or it can be overturned on appeal by an affected party.

A public hearing was held at 6:00 pm on March 31, 2011 at the Nampa Civic Center to review a
Spacing Order requested by Bridge Energy, Inc. Rick Vine, an engineer from Casper, Wyoming,
was contracted to be the hearing officer. Attachment 1 is the hearing notification.

DISCUSSION

Bridge Energy, Inc. submitted a request for a spacing order on December 29, 2010. IDL worked
with Bridge Energy to develop a process whereby a qualified hearing officer could be contracted
by IDL but paid for by Bridge Energy. Since no production has occurred to date, IDL did not have
sufficient funding in the Oil and Gas Conservation Fund to pay for a hearing officer. The
Memorandum of Agreement (MOA) approved by the Commission at the February meeting was
the vehicle used to memorialize this process. The MOA with Bridge Energy was signed on March
28, 2010, and they submitted a payment of $15,000 as per the MOA. This was IDL’s estimated
costs associated with this type of hearing.

Bridge Energy requested a well spacing of 160 acres, or approximately four (4) wells per square
mile. The request is on the last two pages of Attachment 1. The area covered by the request
included parts of 28 Townships, or approximately 930 square miles across four (4) counties. This
area is referred to as the “Western ldaho Basin.” At the hearing, however, Bridge Energy, Inc.
reduced the request to parts of two (2) Townships, or approximately 52 square miles. The
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request for the revised area remained at a spacing of four (4) wells per square mile. The revised
request is included as Attachment 2.

The public hearing was advertised in five newspapers across the area covered by the Western
Idaho Basin. In addition, the potentially affected counties and cities, as well as state agencies,
were notified of the hearing via e-mail.

Several comments were made during the public hearing by representatives of local jurisdictions
and members of the public. None of the comments addressed the technical details of the spacing
request, and many comments related to issues outside the authority of the Commission. The
stated comments and the Department’s response are summarized in Attachment 3.

Rick Vine’s Recommended Order is included as Attachment 4.

RECOMMENDATION

Adopt the Recommended Order prepared by Rick Vine.

BOARD ACTION

Attorney General Wasden moved that the Commission adopt the Recommended Order as
prepared by Rick Vine. Secretary of State Ysursa seconded the motion. The motion carried on a
vote of 5-0.

ATTACHMENTS

Hearing Notification

Amended Spacing Request
Comment Summary

Recommended Order from Rick Vine
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IDAHO DEPARTMENT OF LANDS)

ADMINISTRATION

DIRECTOR’S OFFICE
300 North 6™ St Suite 103
Post Office Box 83720

STATE BOARD OF LAND COMMISSIONERS

C. L. “Butch” Otter, Governor

Ben Ysursa, Secretary of State

: Lawrence G. Wasden, Attorney General
Boise ID 83720-0050

Phone (208) 334-0200 GEORGE B. BACON, DIRECTOR Donna M. Jones, State Controller
Fax (208) 334-2339 EQUAL OPPORTUNITY EMPLOYER Tom Luna, Sup't of Public Instruction

March 23, 2011

To: City and County Officials
City and County Clerks

Idaho Oil and Gas Conservation Commission
Public Hearing, March 31, 2011
Amendment to Notice of Public Hearing

Idaho Department of Lands (IDL), on behalf of the Idaho Oil and Gas Conservation Commission
(I0OGCC), has scheduled a public hearing for 6 pm on Thursday, March 31, 2011, at the Nampa Civic
Center, to hear a Spacing Order Request.

Bridge Energy Inc. has requested that the IOGCC adjust the default production well spacing indentified in
Idaho Administrative Code at §20.07.02.330.02 from one production well per 640 acres to one
production well per 160 acres for lands within Canyon, Gem, Payette and Washington counties. Your
municipality lies within or adjacent to the spacing order application area.

The proposed spacing, if approved by the IOGCC, would not authorize additional drilling by Bridge
Energy Inc. within the Western Idaho Basin. Future requests for drilling permits would be processed
separately. To date, Bridge Energy Inc. has drilled eleven wells, all of which have been limited to the
area near New Plymouth, Idaho.

The Notice of Public hearing has been amended from the original notice mailed to you on March 17,
2011, in that written comments may only be submitted to the hearing officer the night of the public
hearing. No comments may be submitted at any other time. This provision supersedes the provision
in the original notice of hearing allowing submission of comments directly to the Department of Lands up
to eight days after the hearing.

The following documents are enclosed:

o Amended Notice of Public Hearing
e Spacing Order Area Map
e Spacing Order Request from Bridge Energy Inc.

Should you have additional questions, please call me at (208) 334-0200.

Regards-

Mike Murphy
Bureau Chief
Surface and Mineral Resources
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LEGAL NOTICE OF PUBLIC HEARING - AMENDED

LEGAL NOTICE IS HEREBY GIVEN THAT the Idaho Oil and Gas Conservation
Commission (IOGCC) will hold a public hearing on March 31, 2011 at 6:00pm MST in
the Nampa Civic Center located at 311 3™ Street South, Nampa, to hear a Spacing
Order Request. Bridge Energy Inc. has requested that the IOGCC adjust the default
production well spacing indentified in Idaho Administrative Code at 820.07.02.330.02
from one production well per 640 acres to one production well per 160 acres for the
following lands within Canyon, Gem, Payette and Washington counties:

Township 10 North, Ranges 2, 3, 4, and 5 West, Boise Meridian;
Township 9 North, Ranges 2, 3, 4 and 5 West, Boise Meridian;
Township 8 North, Ranges 2, 3, 4 and 5 West, Boise Meridian;
Township 7 North, Ranges 2, 3, 4 and 5 West, Boise Meridian;
Township 6 North, Ranges 2, 3, 4 and 5 West, Boise Meridian;
Township 5 North, Ranges 2, 3, 4 and 5 West, Boise Meridian;
Township 4 North, Ranges 2, 3, 4 and 5 West, Boise Meridian.

These lands shall be referred to as the “Western Idaho Basin.”

In accordance with ldaho Code § 47-321 and Idaho Administrative Code
§20.07.02.330.04, Bridge Energy Inc. is requesting the adjustment in spacing based on
regional geology and exploration data that indicates one production well per 160 acres
will be necessary to prevent significant quantities of gas reserves from remaining in
place.

The proposed spacing, if approved by the IOGCC, would not authorize additional drilling
by Bridge Energy Inc. within the Western ldaho Basin. Future requests for drilling
permits would be processed separately. To date, Bridge Energy Inc. has drilled eleven
wells, all of which have been limited to the area near New Plymouth, Idaho.

A public hearing will be held to allow Bridge Energy Inc. to provide evidence in support
of its request and to allow for public testimony and written comments. The hearing
officer will review the record and make a recommendation to the IOGCC at its April 19,
2011 meeting. The hearing officer's recommendation and any action taken by the
IOGCC will be posted on the Department of Lands website (www.idl.idaho.gov).

Written comments may be submitted to the hearing officer the night of the public
hearing. No comments may be submitted at any other time. NOTICE: This provision
supersedes the provision in the original notice of hearing allowing submission of
comments directly to the Department of Lands up to eight days after the hearing.

Requests for assistance for persons with disabilities are to be submitted three days prior
to the public hearing so that arrangements can be made. Please call 208-334-0200.

Idaho Oil and Gas Conservation Commission, George Bacon, Secretary.
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Comments Heard at 3/31/11 Spacing Hearing

Comments

Response

Operators need to work with landowners
and minimize surface impacts.

Idaho does not have a comprehensive landowner protection statute. Only the surface
owners of land with state reserved minerals are required to be compensated under Idaho
Code § 47-708 and IDAPA 20.03.16. IDL provides oversight as part of state lease
administration. Payette County also has the ability to issue conditional use permits that
regulate land use.

Wells should be clustered to reduce
surface impacts.

Clustering wells is not required by Idaho Code § 47-3. The limited surface owner
protections in Idaho Code § 47-708 and IDAPA 20.03.16 could serve to encourage
clustering in some situations. IDL also provides oversight as a landowner for the leases on
state endowment trust lands. As a landowner, IDL will encourage the use of best
management practices to minimize surface impacts. In practice, Bridge Energy, Inc. has
been negotiating access and surface impacts in good faith with the surface owners.

Deference should be given to local
jurisdictions.

The Attorney General’s office prepared Opinion 11-1 regarding the preemption of county
regulations by the state. Counties still retain their land use planning authorities, but they
cannot impose standards where state law has already provided them. IDL administers the
state standards in accordance with existing statutes and rules.

Ground water will be harmed, especially
if fracing is allowed.

IDL is developing temporary rules to address protections for ground water during well
treatments and hydraulic fracturing. These protections are more stringent than the
protections offered in most other states. DEQ and IDWR have reviewed the temporary
rule. If ground water is impacted, DEQ and IDL will coordinate enforcement actions.

Noise and lights associated with drilling.

Payette County is issuing conditional use permits that could address these issues.

Degradation of roads.

Payette County is issuing conditional use permits that could address these issues in
cooperation with the highway district.

Air quality.

DEQ administers the air quality program in ldaho.

Degradation due to additional roads.

Road construction is not addressed by Idaho Code § 47-3 and would likely be handled by
the county or state highway authority.

Degradation due to pipelines.

The Public Utility Commission in Idaho will regulate the pipeline if Bridge Energy, Inc. will
operate as a utility. Otherwise, we believe that the U.S. Department of Transportation is
the regulatory authority.

Impacts to Sage Grouse

The Office of Species Conservation and U.S. Fish and Wildlife Services address impacts to
candidate and listed species. Endangered Species issues are not addressed by ldaho
Code § 47-3, and it is up to the operator to comply with applicable laws regarding
endangered species.
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BUREAU OF SURFACE AND IDAHO OIL AND GAS CONSERVATION COMMISSION
MINERAL RESOURCES C. L. "Butch" Otter, Governor
300 N. 6™ St. Ste 103 IDAHO DEPARTMENT OF LANDS Ben Ysursa, Secretary of State

PO Box 83720 Lawrence G. Wasden, Attorney General
Boise ID 83720-0050 Donna M. Jones, State Controller
Phone (208) 334-0200 Tom Luna, Sup't of Public Instruction

Fax (208) 334-3698 GEORGE B. BACON, DIRECTOR

EQUAL OPPORTUNITY EMPLOYER

DATE: April 11, 2011

MEMORANDUM
TO: Idaho Oil and Gas Conservation Commission
FROM: Rick Vine, Hearing Officer

SUBJECT: Recommended Order — Spacing Order for Western Idaho Basin

[. INTRODUCTION

The following document, which includes a recommendation for your consideration, was
prepared following a public hearing conducted by the above-named hearing officer for
the ldaho Department of Lands (IDL). The public hearing was conducted in conjunction
with the processing of an Application for Spacing Order in the Western Idaho Basin.
Bridge Energy, Inc. is proposing to modify the default spacing of one well per 640 acres
to one well per 160 acres. IDL conducted the hearing pursuant to Idaho Code 8§ 47-317,
which empowers the State Board of Land Commissioners to serve as the Idaho Oil and
Gas Conservation Commission for the conservation of oil and gas on all lands in the
State of Idaho, and Idaho Code 8§ 58-119 which authorizes IDL to exercise, under the
control and supervision of the State Board of Land Commissioners, all the rights,
powers, and duties vested by law in the State Board of Land Commissioners.

This is a recommended order of the hearing officer in a contested case. The only party
to the contested case is the applicant, Bridge Energy, Inc. No other persons have
petitioned to appear or intervene in this matter as parties.

This recommended order will not become final without action of the ldaho Oil and Gas
Conservation Commission (“Commission”). The applicant may file a petition for
reconsideration of this recommended order with the hearing officer within fourteen (14)
days of the service date of this order. The hearing officer will dispose of any petition for
reconsideration within twenty-one (21) days of its receipt, or the petition will be
considered denied by operation of law. See Section 67-5243(3), Idaho Code.

Within twenty-one (21) days after (a) the service date of this recommended order, (b)
the service date of a denial of a petition for reconsideration from this recommended
order, or (c) the failure within twenty-one (21) days to grant or deny a petition for
reconsideration from this recommended order, the applicant may in writing support or
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take exceptions to any part of this recommended order and file briefs in support of the
applicant’s position on any issue in the proceeding.

Written briefs in support of or taking exceptions to the recommended order shall be filed
with the Commission. The Commission may schedule oral argument in the matter
before issuing a final order. The Commission will issue a final order within fifty-six (56)
days of receipt of the written briefs or oral argument, whichever is later, unless waived
by the applicant or for good cause shown. The Commission may remand the matter to
the hearing officer for further evidentiary hearings if the Commission determines that
further factual development of the record is necessary before issuing a final order.

[I. FINDINGS OF FACT

1. The spacing application was submitted on December 29, 2010 by Ms. Jodie
West with Bridge Energy, Inc. The application lands covered by the original application
were amended in a letter submitted by W. Kirk Williams with Baird Hanson Williams LLP
on March 31, 2011 at the hearing. This letter is attached as Exhibit 5. The application
is incorporated into this document by reference.

2. The application proposes to modify the default spacing of one well per 640 acres
to one well per 160 acres over an area of approximately 52 sections or approximately
33,280 acres to allow for more effective reservoir management.

3. The application lands subject to the revised application shown as Exhibit 5 are
shown as the cross-hatched area shown on Exhibit 8 attached hereto. The revised area
comprises an area of less than two townships whereas the original application covered
an area of approximately twenty-eight townships. This is a significant reduction in the
proposed lands to be spaced.

4, IDL initiated the processing of the Application for Spacing Order pursuant to the
Oil and Gas Conservation Act (Idaho Code § 47-3) and the associated Rules (IDAPA
20.07.01 and 20.07.02).

5. In accordance with IDAPA 20.07.01.050, IDL initiated a public hearing process
for the Application for a Spacing Order. The public hearing was scheduled for 6:00 pm
MST on March 31, 2011 at the Nampa Civic Center located at 311 3" Street South in
Nampa, Idaho. IDL published a Notice of Hearing in the following newspapers on the
respective dates. The Notice of Hearing is incorporated into this document by
reference.

Idaho Statesman, March 17 and 24, 2011
Independent Enterprise, March 16 and 23, 2011
Idaho Press Tribune, March 17 and 24, 2011
Emmett Messenger Index, March 23, 2011
Weiser Signal American, March 17 and 24, 2011

"0 T
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6. IDL published an Amended Notice of Hearing in the following newspapers on the
respective dates. The Amended Notice was needed to make sure all written comments
were received by the end of the hearing, as required for Contested Case Hearings. The
Amended Notice of Hearing is incorporated into this document by reference.

a. Idaho Statesman, March 28 through 31, 2011
b. Independent Enterprise, March 30, 2011
C. Idaho Press Tribune, March 28 through 31, 2011
d. Emmett Messenger Index, March 30, 2011
e. Weiser Signal American, March 31, 2011
7 In a letter dated March 17, 2011, IDL notified the following agencies of the

scheduled hearing:
eldaho Department of Environmental Quality
eldaho Department of Water Resources
eldaho Office of Energy Resources
eGem County
eOwyhee County
eAda County
eCanyon County
e\Washington County
ePayette County
oCity of Payette
oCity of Middleton
oCity of Fruitland
oCity of New Plymouth
«City of Parma
«City of Wilder
oCity of Emmett
oCity of Notus
oCity of Greenleaf
oCity of Caldwell
oCity of Star
«City of Weiser
«City of Nampa
«City of Homedale

In a letter dated March 23, 2011, IDL notified the above agencies and individuals
of a change to the original notice. This change was that written comments would only
be submitted to the hearing officer at the time of the hearing.

These letters are incorporated into this document by reference.

8. The following comments were received prior to the scheduled public hearing:
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a. A letter from Lee Ann Steppe, Weiser, ID, opposed the proposed spacing due to
the potential impacts on lands, water, roads and clean air. It also cited potential
damage from hydraulic fracturing operations as a reason for denying the
application. This letter is marked as Exhibit 1.

b. A letter from the Board of Washington County Commissioners requesting more
time for comment and research potential effects of the spacing on groundwater,
air quality and the limited infrastructure in the Washington County area. This
area is outside the amended application lands. This letter is marked as Exhibit 4.

c. A letter from Randall and Thana Kauffman, ranchers in the Little Willow, Payette,
ID area, supporting Bridge Energy’s application for the spacing order. This letter
is marked as Exhibit 3.

These letters are incorporated into this document by reference.

9. On March 31, 2011 IDL held a public hearing at 6:00 pm MST in the Nampa Civic
Center located at 311 3™ Street South in Nampa, Idaho. Mr. Rick Vine served as
hearing officer. In attendance were Eric Wilson, Mike Murphy of IDL staff; W. Kirk
Williams, Baird Hanson Williams LLC, representing Applicant; and 48 members of the
public.

a. Mr. W. Kirk Williams, attorney for the applicant.

Mr. Williams stated the original application was filed on December 29, 2010,
asking to change the default spacing from one well per 640 acres to one well per
160 acres in the entire Western Idaho Basin. Mr. Williams submitted a letter that
was marked as Exhibit 5 that amended that application lands to 18 sections in
what Bridge is calling the Willow Field and 34 sections in what Bridge is calling
Hamilton Field. Bridge is requesting that the spacing order apply to all pools in
these two fields.

Mr. Williams then introduced Ms. Jodie West to present testimony regarding land
issues involved with the application.

Ms. Jodie West, Manager Land & Acquisitions for Bridge Resources. Ms. West
oversees and directs all land functions for Bridge Resources. She has over
twenty-five years experience in the land profession working for large (Noble
Energy, Amoco) and smaller independents (Axem Resources). She earned a
MS in Finance from the University of Colorado in 1996 and a BS in Mineral Land
Management from the University of Colorado in 1986.

Ms. West testified that the current application lands involved 18 sections of land
in the Willow Field area. There is one section of land in the area that has State
minerals and the remainder is Fee mineral with a small portion of Federal
minerals. Bridge Resources has leases for these minerals.
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Ms. West then stated that the remainder of the amended application lands
involve 34 sections of land in the Hamilton Field area. There are four and a half
sections that have State minerals with the remainder being Fee minerals. Bridge
Resources has leases for these minerals.

Mr. Williams then introduced Mr. Thomas Stewart to present testimony regarding
geology and engineering issues involved with the application.

Mr. Stewart is the Vice President of Bridge Resources. Mr. Stewart has over
thirty years experience with major (Conoco) and several small independent oll
and gas companies. His experience has been developing and managing
exploration plays. Mr. Stewart earned a BS in Geology from the University of
Wisconsin and has completed all course work for the Masters Program in
Geology at the University of Houston.

Mr. Stewart testified that exploration began in the Western Idaho Basin in the
early 1900’s and that by 1955 approximately 70 exploration wells had been
drilled. In 2010, Bridge Resources drilled 11 exploration wells in Payette County
and acquired a proprietary 2-D seismic program in the area of Willow Field. Mr.
Stewart stated that the reservoir in the application lands area is tertiary age
porous and permeable sandstone bodies interbedded with lacustrine shales.
The areal extent of these sand lenses is highly variable as evidenced by drilling
results. The overprint of the structural complexity in the highly faulted volcanic
basement also compartmentalizes the sandstones and traps. Refer to Exhibit 2.

In the Willow Field area, Bridge drilled the ML 1-10 as the discovery well on 640
acre spacing. They then drilled the DJS 1-15 and DJS 1-14 wells. The pay
interval in the DJS 1-15 wells was not present in the DJS 1-14 well. A cross
section and seismic section between the two wells confirmed this conclusion.
The volcanic can be correlated on both the cross section and the seismic section
but the pay intervals cannot. There is stratigraphic thinning from the DJS 1-15 to
the DJS 1-14. Bridge also drilled the May 1-13 well ~ 4 miles west of the DJS 1-
15 well. The result was a dry hole. Refer to Exhibit 2.

In the Hamilton Field area, Bridge drilled five wells. There are also four wells in
the Hamilton Field area that were drilled in the 1950’s. A cross section between
the White #1-10 and the Espino #1-2 wells, one mile offsets, show the pay zones
cannot be correlated. Bottom hole pressure data collected on all five Bridge
wells at Hamilton Field show that at least three different pressure compartments
are present in the field. Bridge also had a feasibility study done by an
independent engineering firm, AJM Petroleum Consultants, to determine
reserves for Hamilton Field. Based upon well test data, well logs, seismic data
and bottom hole pressure data, this independent firm concluded that the three
wells evaluated would only drain 160 acres each. Qualifications for AJM
Petroleum Consultants are included in Exhibit 2.

The meeting was opened to questions. The only questions raised were how

Page 5 of 10



water quality was protected (Reed Burkholder) and the depths to the gas pay
zones (Joe Hinson). Mr. Stewart responded by stating that the shallow fresh
water zones are protected by setting surface casing below the fresh water zones
and cementing the casing back to the surface. The production casing is then
cemented from the bottom of the hole with cement brought at least 300 feet up
into the surface casing. Depths range from 1,600’ to 4,000’, depending upon
where you are on the application lands.

Mr. Williams then summarized the reasons for granting the application and asked
that the spacing request be granted.

The hearing was then opened for public comment.

b. David Hawk. Boise. Represents Snake River, LLC, Michael Christian.
Geologist with BS and MS degrees in geology and over 40 years experience in
the oil and gas industry. Offered that he feels Bridge is a good operator, very
safety conscience and they try to develop properties with a small footprint. With
the amended application lands, he concurs with granting the requested spacing.

C. John Peiserich. Testifying on behalf of Weiser Brown. He feels Idaho has
developed good oil and gas policy based upon IOGCC (Interstate Oil & Gas
Compact Commission). Feels Willow and Hamilton fields are being developed
with methods similar to those used in other states. Supports Bridge’s application
based primarily on two things: minimizing surface activity and maximizing the
recovery of gas.

d. Brad Hawkins-Clark. Emmett. Represents Gem County as the Planning
Director. Concerns are less as the revised application lands do not affect Gem
County as much. Asked question regarding asking for an exception on an
individual well basis vs the spacing hearing process. Eric Wilson, IDL,
responded that there is a process for an exception on an individual well basis
and that the IDL had granted a couple exceptions during the development phase
to allow better characterization of the reservoir but asked that the spacing
request be applied for after that to bring the matter before the public hearing
process. Exceptions are not open to the public. Mr. Williams added that it is not
efficient to handle spacing through the exception process for individual wells.

e. Melinda Harper. Meridian. Property owner in Canyon County.
Appreciates our country’s need for energy development. Operators need to be
responsible to landowners and minimize the impact. The proposed development
is surrounding New Plymouth and they just spent over a million dollars bringing
on a new water well. There is a great deal of fear regarding water issues and
asks that the decision on spacing be made with caution.

f. Reed Burkholder. Boise. His wife has property in New Plymouth.
Concerned with fracing wells in Hamilton Field. Concerned with chemicals used
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10.

in frac water and potential harm to water wells.

g. A discussion ensued with Tom Stewart and Kim Parsons with Bridge
describing how drilling and completion operations are conducted to protect water
wells. Water wells in the area are located from 60 to 237 feet. The producing
zones are much deeper and casing and cement prevent damage to the shallow
zones. Wells are pressure tested and cement bond logs are ran to determine
how well the casing is cemented. Kim Parsons explained how cement bond logs
work and that copies were provided to the Idaho oil & Gas Commission. Kim
added that Bridge was planning an educational meeting to address concerns of
people in the New Plymouth area. The meeting will be held in New Plymouth on
April 18, 2011.

h. Michelle Sherrer. Emmett. Gem County Commissioner. Not testifying for
or against proposed spacing. Would like to see several items considered. She
would like to see cluster wells to minimize surface impact, would like to see
deference given to local jurisdiction, the county commissioners and their
comprehensive plan. Have concerns over contamination due to water from the
extraction process.

I. Steve West. Boise. President of Centra Consulting Inc. Environmental
engineering consultant for Bridge Energy. Bridge does an evaluation of all
drilling and completion fluids. Steve works with the Department of Ground Water
Resources. They are establishing a baseline for water parameters in the area to
be able to monitor any changes. They will be doing before and after testing on
wells and data will be given to the landowner and to the ldaho Oil & Gas
Commission and the DEQ. When asked if that data would be made public, he
responded that he didn’t think it appropriate that that data be given to possible
competition.

J- Jennifer King. New Plymouth. Against the 640 acre to 160 acre
downspacing. Against the whole development process due to the noise and light
caused by the drilling operations. Other concern is the frac fluid issue and what
happens to the frac fluid that is not recovered. Concerned that some people
testifying did not live in the area and did not have to live with the disturbance.

K. With no further testimony, the written exhibits were accepted into evidence
and the hearing was closed.

l. No objections were received based upon the technical aspects of the
spacing application either prior to or during the hearing process.

Several documents were submitted by the applicant and others on or before the

hearing date. All of the following documents are incorporated into this document by
reference:
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a. Exhibit 2. Applicant’'s geologic, seismic and engineering exhibit to support
their application for 160 acre spacing.

b. Exhibit 5. Applicant’s letter dated March 31, 2011 to amend application lands
to the following:

Willow Field:

Township 8 North, Range 4 West, Boise Meridian
Sections: 1-4, 8-17 and 21-24

Hamilton Field:

Township 8 North, Range 4 West, Boise Meridian
Sections 25-28 and 31-36

Township 7 North, Range 4 West, Boise Meridian
Sections 1-24.

c. Exhibit 6. Letter from Mary Sue Roach, Weiser, ID, requesting that existing
regulations be followed completely.

d. Exhibit 7. Letter from Melinda Harper opposing the spacing application
based upon the risks to ground water and the disturbance caused by drilling
operations.

e. Exhibit 8. Original map showing application area and State lands updated
with the amended application lands shown as cross hatched.

11. The applicant presented geologic and seismic data that showed the geology in
the area is complex and that the reservoir pay interval is not continuous, drilling
operations have shown the areal extent of the sands is highly variable and pressure
data have shown the existence of multiple pressure compartments. An independent
evaluation of the reservoir data concluded that the appropriate drainage area for the
wells is 160 acres. There was no objection to the technical basis for the proposed
spacing. All of the above facts confirm that one well per 640 acres is not adequate to
effectively and efficiently recover all of the reserves under the application lands. Issues
raised in opposition to the proposed spacing application are matters that are beyond the
scope of the spacing application and that can be addressed by rules and regulations
that are currently in place in the well permitting process.

1. CONCLUSIONS OF LAW

1. The Idaho Board of Land Commissioners (Board) is designated as the Idaho Oil
and Gas Conservation Commission (Commission) in Idaho Code § 47-317. The
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idaho State Board of Lands
Director George Bacon

300 North 6th Street, Suite 103,
PO Box 83720

Boise ID 83720-0050

March 25, 2011
Re: Well Spacing application by Bridge Energy

Dear Mr. Bacon,

Being the steward of Idaho Lands is, undoubtedly, a very difficult job.
Weighing the pros and cons of many sides can be a thankless task.
The gravity of this seemingly minor request by Bridge holds a
potentially catastrophic outcome for the people and land in Payette,
Washington, Gem, and Canyon Counties, and perhaps others that are
yet unknown.

| urge you to REFUSE the application to increase well density from 1 well
per 640 acres to 1 well per 160 acres. The only thing to be gained from
this spacing application is more money in the pockets of Bridge Energy.
The only “tricklie down affect” for the residents of these counties or the
state of idaho will be harmful degredation of our lands, water, roads,
and clean air. Our lands cannot withstand such an assault. Please find
enciosed information to substantiate a refusal perspective.

Thank you for your time.
Sincerely,

Lee Ann Steppe

enclosures



Impact of natural gas drilling environmental woes ...

1of3

http://thetimes-tribune.com/news/impact-of-natural

THE STONETWORIC THES70] BIZ} CALENDAR | COUPONS | CARS | CLASSIAEDS : HOMES {J0BS | VARSITY | IRECTORY | SUBSCRIBE « NEWSLETTERS

thetimes-tribune.com

HOME MYTOWN NEWS

GASDRILLING | ELECTIONZ011 | BUSINESS 1 [N

[Enter a search term...

]Enter & search term...

SPORT s CIr S T T OES S PECPLECOFTTNICNY

LA SOITTEDS

CONTACT SHOPSCRANTON
DCAL HISTDRY | COURTS | STATE

Impact of natural gas drilling envirenmental woes could
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Michel Boufadel began a recent presentation about Marcellos Shale drilling
with a photo of she ruptured Fxxon Valdez oil sanker spilking into Alaskan
waters, a disaster whase remnants the Temple University engineering
professor has been studying for years,

He flipped to a pheta of himself and some praduate students standing around
a pool of nil In a hole in the sand of an Alaskan beach,

"Everyone assumed in 19927 that the oil from the spill had been properly
remediated and was “going o disappear,” he said. "Yet it is stili there. That
is the problem with groundwarer pollution, [t doesn't go away that fas.”

Dr. Boufade] is one of the scientists who study the recks, water and peopte
directdy affected by Marcellus Shale drilling who cautfons that everyihing
from she way the rock breaks underground te the way contaminated water
travels through an zquifer has nat heen - or cannot be «theraughly
considered.

Much of the artention abow the environmenral risks of nawral gas drilfing in
the Marcellus Shale has focused on the patential for bydraudic fracmring 1o
contaminate drinking water aquifers.

According to the industry and both state and fedetal regulators, there has
never been a confirmed case of contamination being caused by the

fraciuring - a process of injecting millions of gallons of watet, sand and
chemical addilives underground at high pressure to beeak apart the rock.

The industry takes a narrow view of what such contamination would mean,
timiting it to what they say would be an impossible instance of the toxic
mixture migrating through the new cracks caused by the fracuuring
operation, up a mile of rock, and into a drinking water acuifer,

But legistators and federal regulators are increasingly looking at hydraulic
fracturing as more than the isolated act of beeaking apatt the gas-bearing
rock; they see it as part of an interconnected series of often hazardons steps,
from teucking and storing toxic chemnicals on a welt site 1o disposing of the
fluid laced with saly, metals and radiation that comes back out of the welis.

In March, the Environmental Proieciion Agency announced plans for a study
of hydraulic fracturing that would consider all of those factors - the whole
life-cycle of a well.

Kathryn Kiaber, the head of the Marceflus Shale Coalition, &
Pennsylvania-based gas drifling cooperative, said the industry supports the
EPA study, as long as it does oot hali of slow the pace of drilling.

"I don't think yout have to stop semething in eeder 1o study ir,” she said

The Industry also poinis to a previous EPA study of hydraulic fracturing that
did not find any instances of the practice cansing water contamination, bu
which was limited to only one type of hydraulic fracturing in coal-bed
methane wells.

"What we're missing is that definitive, absolotely unquestionable, seience-
lased, non-potitically influenced study,” said Dr. Anthony Ingraffea, a
Cornell University engincering professor who has two decades of
expesience working on computer siowtlation of hydraulic fracturing in oil
and gas wells, "And thas is what everybody is hoping that the EPA will do.”
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"what can we live with?”

Many scientists, including Dr. Ingraffea, acknowledge that theee are limits
to the usefulness of the EPA sludy, no matter how ambitious the final scope,
because it must be completed by 2012, a relatively short amount of time.

"There shoutdn't only be one study or awaiting the EPA study,” said Dr.
Beufadel, who advocates for risk-assessment mudics tailored to individual

comimunitis near gas driliing. "There should be 10 or 20 stedics. That would
allow the truth to come ouw.”

He proposes studies that would measiee and assign a value to the relative
risk of living ameny a cerlain mumbet of wells, compressor stations,
pipelines, wastewater impoundments and the other infrastruciure necessary
for drilling and preduction.

Evaluating risk, he said, is "how Insurance companies make decisions. That's
how we, as people, make decisions.

W 3 S o e s T
P Mot i - kvt o ket 26 P

Mareellus Shate "It is not y2s or no. It is whal can we live with”

Complete coverage of
natural gas drilling in
Nartheast Pennsylvania.

Asked if he knew of anyene conducting a study like that he sald, "No. Not 1o
my knowledge.”

Dr. Boufadel also suggests that several pracsices that are standazd in
Pennsylvania for measoring contamination from drilling are questionable.

DEEP IMPACT GAS DRILLING
SERIES

I The weight of amy water contaminated with the salty waste produced by
Marcellus Shale wells will cause it 1o sink in an aquifer, he said, below 1ha

Related stories reach of conventionzl measuring tools, fike groundwater monitoring wells.

"We really need more advanced models than we are talking about now,” he
said, or the state will risk misjudging the scope of a contaminatinn incident
until a "whale aquifer is polluted.”

e DEP gas drilling vielations datnbase

= Natural Gas Lenses Database for
Lackawsnna, Luzerne, Wayne an
Wyoming Countics

‘Nubody knows; ne one can know*

Conrad Dan Volz, director of the Cemer for Healihy Environments anmd
Communities at the University of Pittsburgh, also argues thas science has been missing in much of the comsideration of
leng-term or cumulative effects of shale gas exploration.

He lists a mumber of elements of the drilling process that require further study, and plans to begin rescarching some of
them this sumimer in smithwestern Pernsylvania, His work will include baseline 1esting of rivers and comparisons of
drinking water wells in arcas full or free of gas drilling,

"The question is, why didn't we do the science beforehand on this?” he said,

"What we're really bad at - aed we have the (nals 10 da this - is amicipate problems. And I don't see where anyone has
done much anticipatory work.”

Even 1he most straightforward assurance about the hydraulic fraciuring process - thar aquifers are protected frowm
fracruring by thousands of feet of layered, solid rock - is not as certain as the indostry insists, Dr. Ingraffea, of Cornell,
said.

Although he docs agree that the chance of contaminziion through those Fayers is minuscule, he also knows from
experience that the work to predict and measure where fractures go is necessarily inexact, and the rock "unfortunately” is
nat sofid or impermeable.

To say that hydraulic fraciuring contamination through direct communication with an aquifer is impossible is "nomsense,”
he said. "To say that it is incvitable is nensense.

"We're dealing with a highly probabilistic underground system, where mobedy knows, no one can ever know, cxactly the
geology that's down theve, exactly the geometry of what's down there.”

Add the very remote eisk of fraclures causing direct contamination, to the larger risks of well casing failures and kuman
crrors on the surface and the total probability of failure during Marcellns Shale gas prodiction "starts looking, 1o me,
high," he said. "Very risky.”

Gas drilling companies have financial incemives 10 avoid mistakes, he said, but the experience of Marcellus Shale
exploration se far ~ what he calls "ground ruih™ - has been a series of mistakes followed belatedly by atiempts at
improvement.

"They could have done this totally differemly if they weren't in a burey," he said.
Contact the writer: Hegere@timesshamrock com
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HYDRAULIC FRACTURING 101

® Fracking chemicals

@ Potantial for groundwater contamination
o Fracking chemical disposal

9 Hydraulic fracturing best practices

& Tips for landownars

Often an oil- or gas-bearing formation may contain large quantities of oil or gas, but
have a poor flow rate due to Jow permeability, or from damage or clogging of the
formation during drifling.[1] This is particularly true for tight sands, oil shaies and
coaibed methane. Hydraulic fracturing (also known as fracking, which rhymes with
crackingj is a technique used to create fractures that extend from the well bore into
rock or coal formations. These fractures aliow the oit or gas to travet more easily
from the rock pores, where the oil or gas is trapped, to the production welt. [2]
Typically, in order to create fractures a mixture of water, proppants (sand or ceramic
beads} and chemicals is pumped into the rock or coal formation.

Eventualty, the formation will not be able to absorb
the fluid as quickly as it is being injected. At this
point, the pressure created causes the formation to
crack or fracture. The fractures are held open by the
proppants, and the oil or gas is then able to fiow
through the fractures to the well.[3] Some of the
fracturing fluids are pumped out of the weli and into
surface pits or tanks during the process of extracting
0il, gas and any produced water, but studies have
showmn that anywhere from 20-40% of fracing fluids
may remain underground.{4}

Hydraulic Fractusing Operation

Click hero for larger view AddizIng involves pumping acid {usually hydrochloric

acid}, into the formation. The acid dissolves some of
the rock material so that the rock pores open and
fluid fiows more quickly into the well. Fracking and acidizing are sometimes
performed simultaneously, in an acid fracture treatment, [5]

Hydraulic Fracturing - issties aud Impacts

Hydraulic Fracturing Chemicals - Coalbed fracture
treatments use anywhere from 50,000 to 350,000
gallons of various stimulation and fracturing fluids,
and from 75,000 to 320,000 pounds of proppant
during the hydrautic fracturing of a single weif.{6}
Many fracturing fluids contain chemicais that can be
toxic ke humans and wiidiife, and chemicals that are
knowm to cause cancer, These include potentially
toxic substances such as diesel fuel, which contains
benzene, ethylbenzene, toluene, xylene,
naphthalene and other chemicals; polycyclic
aromatic hydrocarbons; methanol; formaldehyde;
ethylene glycol; glycol ethers; hydrochloric acid; and
sodium hydroxide.[7] Very small quantities of
chemicals such as benzene, which causes cancer,
are capable of contaminating millions of gallons of
water.

chemicals in Fracking Fluids.
Source: EPA, Cickhere fora larger

Potantial Groundwater Contamination - As
version.

mentioned previously, hydraulic fracturing is used in
many coalbed methane (CBM) production areas.
Some coal beds contain groundwater of high enough quality to be considered
underground sources of drinking water (USDWSs}. According to the U.5.
Environmental Protection Agency {EPA) ten out of eleven CBM basins in the U.5. are
located, at ieast in part. within USDWs. Furthermore, EPA has determined that in
some cases, hydraulic fracturing chemicals are injected directly into USDWs during
the course of normal fracturing operations.[8] (Read stories by Peooy Hocutt and
Laura Amoes to learn how hydraulic fracturing of coalbeds and other geologicas
formations has affected their lives.)
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Calculations performed by EPA show that at feast nine
hydraulic fracturing chemicals may be injected into or
ciose to USDWs at concentrations that pose a threat

to human health. These ghemicals mav be injected at
concentrations that gre gnvwhere from 4 to almost

13,000 times the acceptable concentration in
drinking water.{5}

Not only does the injection of these chemicals pose a
short-term threat to drinking water quality, it is quite
possible that there could be long-term negative
consequences for USDWs from these fracturing fiuids.
According to the EPA study, and studies conducted by the oil and gas industry, [10)
between 20 and 40% of the fracturing fluids may remain in the formation, which
means the fluids could continuve to be a source of groundwater contamination for
years to come,

The potential long-term consequences of dewatering and hydraulic fracturing on
water resources have been summed up by professional hydrogealogist who spent 32
years with the U.S. Geological Survey:

Al greatest risk of contamination are the coalbed aquifers currentiy used as
sources of drinking water. For example, in the Powder River Basin (PRB) the
toalbeds are the best aquifers. CBM production in the FRB will destroy most of
these water wells; BLM predicts drawdowns...that will render the water wells in
the coal unusable because the water levels will drop 600 to BOG feet. The CBM
production in the PRB is predicted to be largely over by the year 2020. By the
year 2060 water levels n the coalbeds are predicted to have recovered to
within 95% of their current fevels; the coalbeds will again become useful
aquifers. However, contamination associated with hydrofracturing in the
basin could threaten the usefulness of the aquifers for future vse. [11)

One potentially frustrating issue for surface owners is that it may not be easy to find
out what chemicals are being used during the hydrautic frackuring operations in your
neighborhood. According to the Natural Resources Defense Council, attempts by
various environmental and ranching advocacy arganizations to obtain chemical
compositions of hydraulic fracturing fiulds have not been successful because ¢il and
gas companies refuse to reveal this “proprietary information." [12]

As mentioned above, anywhere from 20-40% of fracing fluids remain in the ground.
Some fracturing gels remain stranded in the formation, even when companies have
tried to flush out the gels using water and strong acids. {13] Also, studies show that
gefling agents in hydraulic fracturing fluids decrease the permeabitity of coals,
which is the oppaosite of what hydrauli¢ fracturing is supposed to do (i.e., increase
the permeability of the coal farmations}. Other similar, unwanted side effects from
water- and chemical-based fracturing include: solids pltgging up the cracks; water
retention in the formation; and ¢hemical reactions between the formation minerals
and stimutation fluids. All ofthese cause a reduction in the permeabitity in the
geotogical formations. [14]

Hydraulic Fracturing Chemica)j Disposal - When companies have an excess of
hydraulic fracturing fluids, they either use them at another job or dispose of them.
Some company Material Safety Data Sheets include information on disposai optiens
for fracturing fluids and additives. The table below summarizes the disposal
considerations that the company Schlumberger Technotogy Corp. ("Schlumberger™)
includes in its MSDSs. [15]

Hydiauliz #actuing llnds of addifive | fscommended Disposat

Feamiag Age~t F102 Hazardous waste 2ofocdilsety
Corrazien [hukoer A135
Oigare And L35
Crelatieg Agent

Legazl Srecker &:d J318

Broes-er S213

Bicaide 5%

FEG Paymer Slary JGT7

Waer Golng Agent JAT2 Hzzardous wazie BeEit, essrarsien o farhasy nnelizn
SOME [JSEREORS

Powsium Grlonde 11§57 Huzzrdous Azl foay be asseptsbie s
o e S2ritary o

Goaiked Merane Acdtive JI73 [nzsneratisa, CiEpast well nypaton or othe” ascepiakie
reataeds Saea g 18 1288 1eg

Bomte Grostlnier J532 inzealn diposslwet Smzk arcunis may be soseplabia in
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As seen in the table, Schiumberger recommends thak many fracturing fluid
chemicals be dispased of at hazardous waste facilities, Yet these same flulds (in
diluted form) are allowed to be injected directly into or adjacent to USDWs. Under
the Safe Drinking Water Act, hazardous wastes may not be injected into USDWs.{16]
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Moreover, even if hazardous wastes are diluted with water so that the hazardous
characteristics of the {luids are removed, the wastes stitl cannaol be infected into
USDWSs. If unused hydraulic fracturing fluids are indeed *hazardous wastes™, it is
unconscionable that EPA is allowing these substances to be injected directly into
underground sources of drinking water.

Hydraulic Fracturing Best Practices

© From a pubkic heaith perspective, if hydraulic fracturing stimulation takes
place, the best option is to fracture formations using sand and water without
any additives, or sand and water with non-toxic additives. Non-toxic additives
are being used by the offshore oil and gas industry, which has had to develop
fracturing fluids that are nan-toxic to marine organisms. {17]

@ |t is common to use diesel in hydraulic fracturing fluids. This should be
avoided, since diesel contains the carcinogen benzene, as well as other
harmful chemicals such 25 naphthalene, toluene, ethyibenzene and xylene.
According to the company Halliburton, “Diesel does not enhance the efficiency
of the fracturing fiuid; it is merely 2 component of the delivery system.® [18)
It is technologically feasible to reptace diesel with non-toxic "delivery
systems," such as plain water, According to the EPA, "Water-based alternatives
exist and from an environmental perspective, these waterbased products are
preferable.” {19]

@ Qif and gas wastes are often Nowed back to and
stored in pits on the surface. Often these pits
are unlined. But even ifthey are lined, the
liners can tear and contaminate soil and
passibly groundwater with toxic chemicals,
(Read more about pits.) As mentioned above,
toxic chemicals are used during hydraulic
fracturing operations. The same chemicals that
are injected come back to the surface in
the flowed-back wastes, As well, hydrocarbons
from the fractured formation may flow back into ¢
the waste pits. A preferable way of storing
waskes would be to flow them back into skeel tanks.

Tips for Landowners

© Obtaining fracking chemical information: The law requires that ail
employees have access to a Material Safety Data Sheel (MSDS), which
contains information on health hazards, chemical ingredients, physical
characteristics, control measures, and special handling procedures for all
hazardous substances in the work area. The MSD5s are produced and
distributed by the chemical manufacturers and distributors. It should be noted
that MSDSs may not list all of the chemicals or chemlical constituents being
used (if they are trade secrets), [20] Landowners nmiay be able to obtain copies
of MSDSs from company employees, the chemical manufacturers, or possibly
from state agency representatives.

FOR MORE INFORMATION

Hydraulic fracturing of oil and gas walls

Endnotes

[1] U.5. Environmental Protection Agency (U.S, EPA), October, 2000, Profite of the Oil
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EPA/310-R-99-006. p.27

[2] U.S. Environmental Protection Agency, August, 2002, DRAFT Evatuation of
Impacts to Underground Sources of Drinking Water by Hydrautic Fracturing of
Coalbed Methane Reservoirs. EPA 816-D-02.006,

{3] See endnote [2]. Chapter 1.

[4} See endnate [2]. p. 7-3.

[5] See endnote [1], p.27.

[6] U.S. Environmental Protection Agency {EPA). June, 2004, Evaluation of Impacts to
Underground Sources of Drinking Water by Hydra ukic Fracturing of Coaibed Mathane
Reservoirs. EPA 816-R-04-003. p. 3-11.

[7] See endnote [2], Chapter 4,

[8] See endnote [6], p.ES-1,
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Methane Symposium, pp. 233, 237, Cited in Natural Resources Defense Council.
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Departrment of Energy.
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through underground

Injection Controel. Drinking Water Pocket Guide #2. EPA 816-K-02-001, p.7

[17] Sumi, Lisa. 2005. Qur Drinking Waler al Risk: What EPA and the Oil and Gas
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{18] See endnote {6]. p, 41,
[19] See endnote [2], p.ES-1.

[20]1 American Federation of State, County And Municipal Empioyees, AFL-CIO. "How
To Read A Material Safety Data Sheet.”
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WoShington County, Idaho?- -

Board of County Commzsszoners
Michael T. Hapkms, Chatrman
Rick Michael
.. David C. Springer '
. 256 E Court Street, P O Box 670 - .
Weiser, ID 83672; 208—414-2789 Fax 208~41 4—3925

March 28, 2011

Idaho Oil and Gas Conservation Commis'sion'

We the Washmgton County Commnsssoners are asklng for more t:me for comment and research on the
request by Bridge Energy Inc to increase the well density in the Washmgton County area. We are _
concerned about the effects on the groundwater and air quailty in our county. We are also concerned
about the effects on our limited infrastructure. If gas was found what about the impact of the service
roads and plpelane'r’ We have sage grouse in our county and are concerned about the potential

' endangered speczes hstlng, wou[d drillmg lmpact any leks? 7

There are alot of unknowns and mlsmformatlon out there and whtle we don t want to stifle the
economy we are charged w1th the health and safety of the res:dents of Washlngton County

We would ask that you deny the request by Bndge Energy at th|s t|me and aEIow us more time for
research so that we can find out if an i increase in well density will not have a detrlmenta} effect on the
water air and health and safety ofthe res:dents of Washmgton County

Slncerely.

" Board of Washin'gton County Commissioners. |

' Da\ndf Sprtnger _- ‘2/ _ /’//



W Rirk Willhinns

BAIRD ° HANSON . WILLIAMS LLP Licensed i O, 100 NV and WY
Joseph H, [aird
™ o T (208) J85-01 16}
AT FroRrRNEYS AT L AW Licensed in CO and H)
Brian R, Hansono
W, KIRK WILLIAMS 5428 5. Broadwing Way (M3 44 T-RRG0
’ Boise, klaho 83716 Livgased in CO and D

Phoae: (208) 333-9305
Facsimile: (208) 333-95006
Emall: whkwilliams@hhwlaw.net
www, bltwiaw net

Idaho Oil and Gas Conservation Comimission March 31, 2011
Office of State Oil and Gas Director

300 N. 6 Street, Suite 103

Boise, Idaho 8§3720-0050

Re:  Amendment to Application for Spacing Order submitted December 29, 2010 by Bridge
Energy Inc.

Gentlemen:

In conformity with Rule 305 of Subchapter B — Contested Cases, under the Idaho Rules of
Administrative Procedure of the Attorney General, Bridge Energy Inc. is amending its
application for a spacing order submitted December 29, 2010, that was originally intended to be
applicable to the entire Western Idaho Basin, to be applicable only to all pools within the Willow
and Hamilton Fields, which are more precisely described below:

Willow Field:

Township § North, Range 4 West, Boise Meridian
Sections: 1-4,8~17and 21 - 24

Hamilton Field:

Township 8 North, Range 4 West. Boise Meridian
Sections: 25 -28and 31 =306

Township 7 North, Range 4 West. Boise Meridian
Sections: 1-24

A plat of the revised area for applicability of the spacing order is attached.
Very truly yours,

A Aot e

W. Kirk Williams
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