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1120 Lincoln Street, Suite 801
Denver, CO 80203

INTERNAL MEMORANDUM

To: Julie Murphy, Chief of Staff

CC: Scott Cuthbertson, Deputy Director
Project #14612

From: Margaret Ash

Subject: SandRidge Exploration and Production LLC
North Park Basin Compliance Project

Date: January 2, 2020

Introduction

This memorandum provides a brief summary of a compliance project initiated in July 2019
designed to bring SandRidge Exploration and Production LLC’s (SandRidge) North Park Basin
operations into compliance with COGCC rules and regulations, to improve their day-to-day
operations, and to prevent significant adverse impact to public health, safety, welfare, and
the environment and wildlife resources. To address the compliance problems staff from
several work units formed a team, developed a project outline and engaged with the
enforcement unit to identify a new process for obtaining compliance for multiple complex
issues within a short time frame without formal enforcement proceedings.

Information about the project including meeting notes, email correspondence, PowerPoint
presentations, photographs and field-wide documents is located in COGCC Project #14612.
Additional data are located within the COGIS well and facility files.

Background

The issues and the extensive nature of the problems with SandRidge’s North Park operations
became apparent through field inspections conducted by the area Field Inspector Emily
Waldron. Environmental Protection Specialist Il Kris Neidel and Western Area Environmental
Supervisor Alex Fischer also identified an excessive number of spills and lagging remediation
projects. Due to the significant nature of problems that coincided with a very sensitive
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operational area Field Inspector Waldron specifically requested senior staff involvement in
order to effect change to bring the operator into compliance.

Joint field inspections, with reclamation and field staff, conducted on June 18 and 19,
confirmed the significant nature of the issues. Additionally, not only were SandRidge’s
operations noncompliant they also failed to complete required corrective actions. Upon
review it became apparent that SandRidge struggled with compliance on numerous fronts
including reporting and permitting; forms and documents submitted with so many problems
that there were described as “unprocessable”.

When the nature and extent of the issues it became apparent, that it would be difficult for
any one group to effect or improve operator compliance. Without compliance however, the
potential for the operations cause significant impacts public health, safety, welfare, the
environment and wildlife resources were significant.

Internal Issues

The lack of effective information sharing tools and COGCC’s fragmented organizational
structure initially frustrated staff’s ability to bring meaningful results. A robust and well-
organized database does not equate to information sharing; a detailed assessment of
SandRidge’s overall compliance required extensive SQL queries, and various data downloads.
COGCC’s workforce tends to prioritize separate functions assigned to their group and over
broad compliance and assessment. Tools available for obtaining compliance such as issuing
Notices of Alleged Violations (NOAV), negotiating Administrative Orders on Consent (AOC) or
developing an Order Finding Violation (OFV) are complex, time consuming and utilize
extensive amount of staff time; meanwhile SandRidge continued operating in an area with
extensive wetlands, surface water, within and near sage-grouse habitat and other sensitive
resources.

Process

Team development occurred through engagement by field staff with various work units to
identify compliance problems or deficiencies. As work units communicated back, a team
lead was identified. The project team then held a series of internal meetings to identify the
most pressing and significant issues and the actions required to bring the operations into
compliance.

The team organized and analyzed issues and then working with the Enforcement Supervisor
developed a Compliance Plan (Plan). The Plan included action items and deadlines for
SandRidge and identified the team lead responsible for monitoring compliance status. Staff
understood and fully informed SandRidge that the Plan was outside of standard enforcement
policy and due to lack of actionable NOAV and AOCs that the implementation of the plan
would have limited authority for enforcement if they decided not accept it. Staff also
informed SandRidge that working on the compliance program and maintaining compliance
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might result in reduced penalties and fines (documenting completion of CA for example),
however, staff made it clear that enforcement action, including fines and penalties, was still
on the table. The Plan is included as Attachment 1.

The project team met with SandRidge in Denver, Colorado on July 23, 2019. The team
presented a detailed analysis of the project including findings and issues and discussed the
Plan. SandRidge provided feedback on actions and improvements that were already in
process. After the meeting, staff conferred and submitted a revised plan to SandRidge for
review on July 31, 2019. SandRidge committed to completing the Plan, and immediately
began working on the action items.

On August 29, 2019, SandRidge met with COGCC staff in Denver, Colorado. SandRidge
provided a status update, submitted a number of documents for review and provided a
detailed description of their near term plan for delineation and development of the North
Park Basin asset. Attachment 2 includes detailed information about the asset, which
consists of various sections within 6N80W, 7N80W and 7N81W. It includes both federal and
private minerals. The BLM has prescriptive requirements for development, which include
drilling two wells per year in Peterson Ridge and Surprise Federal Units and an obligation to
drill a well in the Beaver Creek Federal Unit.

During the August 29, 2019 meeting, SandRidge also provided their development objectives
including:

e Develop the field with environmental and fiscal responsibility.

e Confirm well spacing.

e Conduct multi-well pad drilling in proven areas.

e Satisfy BLM/federal unit requirements.

e To partner with midstream service provider to connect a gas pipeline out to the basin.

e Appraise and delineate less proven areas.

e SandRidge uses enclosed flares, and requires 98% destruction efficiency and retains stack
testers to check the equipment destruction efficiency.

e The asset area has significant wildlife resources and they work with BLM, Colorado Parks
and Wildlife, the COGCC, and surface owners on wildlife related issues.

On September 11, 2019, field and reclamation staff conducted a number of inspections at
several SandRidge locations. Staff immediately identified improvements in stormwater
controls, waste management, and equipment integrity. Contractors interacted with staff and
required staff to review and sign Job Safety Analysis. On September 13, 2019, staff met at
the SandRidge field office to discuss a few items identified during the previous field day and
the status of the ongoing program. SandRidge introduced additional staff that they brought
on to improve operations and provided an update on various projects. A larger meeting,
scheduled by SandRidge, with their executive team, local staff and contractors followed.
Staff from BLM, CPW, and CDOT also attended.
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Closing

To address the problems COGCC applied a new approach, which included building a team
with staff from different work units, accelerating a compliance program including issuing a
compliance schedule before formal enforcement actions occurred, and actively engaging
with the operator on the broad but focused plan. The results of the project brought
outstanding cooperation from the operator including a true commitment from the executive
team to be the best in a difficult area. Improvements in operational practices occurred
immediately and continue. SandRidge retained a qualified contractor for assistance with
permitting and reporting, increased area staffing and improved contractor awareness and
compliance. SandRidge has stated that the program effectively changed their compliance
culture and their understanding of the requirements of conducting oil and gas operations in
the State of Colorado.

The processes followed during implementation of the project provides a model for handling
complex issues, informs on the deficiencies in current organizational structure, the lack of
information sharing tools, and the inconsistent priorities and strategies within the Colorado
Oil and Gas Conservation Commission that present hurdles for field wide or asset wide
problem solving.

This project brought significant changes and improvements to the SandRidge North Park
Basin Asset. However, challenges remain including substandard contractor waste
management practices, SandRidge continues to plan and develop surface facilities without
complete field total delineation, flaring of natural gas and natural gas liquids continues to
be a major part of development in the near term.

Attachment 1: Compliance Plan
Attachment 2: SandRidge, North Park Basin Development Plan and Drivers
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Item

Compliance Report

Regulatory

Stormwater Management

SANDRIDGE EXPLORATION & PRODUCTION LLC (#10598)
COMPLIANCE PROGRAM

7/26/2019

revised 7-31-2019

Description

Report on status of corrective actions

Audit all In Process Form

Submit replacement forms for those with
attachment/log issues.

Submit spreadsheet for forms that only require data field
corrections.

Conductor Setting Policy

Audit and bring conductors into compliance with
Conductor Setting Policy.

Provide report on conductor compliance.

Provide Financial Assurance as required under CSP.

Develop Site Specific Stormwater Plans

Completed by Qualified Individual.

Use good engineering practices during design and
installation of site specific stormwater BMPs (1002 f.(2).

Identify all pollutant sources and provide BMP.
Implementation of Plans
Staff training

Contractor oversight by QI
Vehicle Tracking Control Level 2+

Notes

See SandRidge CA
Soread Sheet

Improve compliance
with COGCC Stormwater
Rules

Street sweepers are not
a primary BMP
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Due Date Initial

8/12/2019

9/23/2019

9/23/2019

8/26/2019
10/1/2019

9/9/2019

immediate as developed
8/23/2019
Immediate

Immediate

Compliance Program

Other Reporting

Ongoing: per FIRR SOP

start immediately

Ongoing
Ongoing
Ongoing
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Surface Disturbance
Minimization Plan

Topsoil Plan

Winter Operations Plan

Facility Engineering

Prepare, submit and implement plans to reduce
pad size

Soil and debris piles

Interim Reclamation

Provide individual topsoil plans and analysis for
each location

Include map that identifies all topsoil and current
condition of stockpiles relative to COGCC Rules
Include analysis of topsoil that should have been
salvaged according to COGCC Rules

Develop and submit Winter Operations Plan

Snow management

Spill response

Equipment maintenance
Consider winter shut down
Cold weather operations

Facility Engineer

Modify Site Layouts Implement designs that allow for

reclamation and reduces disturbance of surface.

Further site permits or modification may require or be

candidate for Alternative Site Analysis

Include areas used for
storing equipment and
materials that were not
permitted

Remove piles

Immediately begin
interim reclamation at
all locations (3 months 6
months after rig demob)
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9/9/2019

10/1/2019

Immediate

8/26/2019

9/23/2019

9/1/2019

Compliance Program

Currently SandRidge is
disturbing lands not
permitted for oil and
gas. Consider county
permit for storage

vnrd(<)
Test soil/debris piles

per direction from
Environmental group
Locations with
potential future
operations must have
additional financial

asaiirances identified
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Construction Supervisor/Manager

Field Development

Waste Management Plan

Unused FRAC sand

Construction Manager/Supervisor
Oversight of all work

Review construction practices
Build smaller locations that are designed to handle
winter conditions and high intensity rain events.
Consider

soil stabilization

chipped asphalt

compaction

geotextiles

Removal of snow cannot include movement of surface

materials
All stockpiles of any kind require stormwater control.

Provide report that describes plans to develop field

New wells
Re-permitting
Pipelines

Gas Plant

Identify all locations were frac sand was dumped on
location, remove, dispose of at landfill.

Provide manifest

Good housekeeping

Update on spill release detection and prevention
Remediation and cleanup of spills

Chemicals storage

Used Qil and Oily Waste

Surface owner can be
contractor but must
meet all requirements
under COGCC rule.

Schedule meeting to
discuss.

Hazaraous supstance
that will be handled per
MSDS.
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Immediate

8/26/2019

8/16/2019

per environmental work
unit

8/19/2019

Compliance Program

Quarterly
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Mechanical Condition

Contractor Oversight

Safety

Containment structures and liners
Removal fluids from containment
Maintain records of fluid removal

Integrity Management
Provide Integrity Management Program

Contractor training program

Remove gravel from cellar around TA Wells at Marr.

Company man on location under active operations

Contractors should have safety programs.
Contractors should provide JSA.

Inspections, testing,
maintenance and
movement of
eauinment

Contact engineering
concerning well integrity
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TBD
TBD

9/16/2019

Immediate

Immediate

Compliance Program
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