New York State Oil, Gas and Mineral Resources, 2002

OIL, GAS AND SOLUTION MINING PROGRAM

The big news of 2002 continues to be the Tren-
ton-Black River play in central New York. In
2002, 37 Trenton-Black River wells were
drilled in 13 counties and industry wildcats have
continued to expand the geographic boundaries
of the play. The Lovell#1 API31-101-22831
produced more than 4 bcf of gas for a second
consecutive year. In addition, five other Tren-
ton-Black River wells produced over 1 befin
2002.

Spurred on by these continued successes, New
York’s gas production rose 31% to reach a mod-
ern day high of over 36.8 bcf for 2002. Forty-
six Trenton-Black River wells accounted for
68% of 2002 production, or 24.9 bef. By the end
0f 2002, 14 Trenton-Black River Fields had
been discovered in New York and we expect
that ongoing exploration will continue to ex-
pand the number of these highly productive
fields.

The Division held public meetings in 2002 to
implement field-wide spacing rules and inte-
grate interests for Quackenbush Hill, Pine Hill,
Cutler Creek and Terry Hill South Fields. Many
affected landowners and industry representa-
tives attended the meetings. In 2002 Commis-
sioner Crotty signed the Orders for Quacken-
bush Hill, Pine Hill and Cutler Creek Fields
which established production units and author-
ized the release of royalties. Pennsylvania Gen-
eral Energy’s payment of $3 million in royalties
is evidence of the great financial benefit that
landowners receive from this play.

Sophisticated data collection methods, such as
2D and 3D seismic surveys, are now becoming
commonplace in New York. Reports in 2002 of
seismic crew activity in Niagara, Orleans, Gene-
see and Cattaraugus counties are a positive indi-
cation of industry’s interest in New York’s ex-
ploration potential. It is very likely that recently
acquired seismic data will discover new un-
drilled exploration targets, such as reefs, strati-
graphic traps and faulted anticlines.

NYS DEC - Division of Mineral Resources

An increasing number of New York operators
are using horizontal drilling since it has be-
come more economically feasible. Storage op-
erators, such as Central New York Oil and Gas
(CNYOQG), are also using this technique to
improve gas flow in and out of their storage
facilities. When CNYOG began operation of
Stagecoach Field in 2002, the combined maxi-
mum daily deliverability rate for New York’s
natural gas storage facilities jumped 35%.

New York’s natural gas assets continue to pro-
vide opportunities for acquisition. Great Lakes
Energy became the State’s largest operator
with 1,600 wells when the company bought
800 wells from Belden and Blake. Fortuna ex-
panded their Trenton-Black River holdings by
purchasing the New York assets of Fairman
Drilling, East Resources and ABARTA Oil
and Gas, including 18 deep wells.

The Division continued its efforts in 2002 to
provide information to members of the public
interested in oil and gas operations. Roughly
200 people attended a leasing seminar for cen-
tral New York landowners sponsored by the
Division and the Interstate Oil Gas Compact
Commission. Regional Staff also held ten out-
reach meetings in various locations which
drew a total of roughly 600 interested citizens.
DMN also held a public meeting in Corning
New York to provide information and to col-
lect public comments on the proposed 2003
State lease sale.

The eastern part of the State saw its share of
drilling activity also. In 2002 the Division re-
ceived drilling permit applications for Trenton-
Black River (Montgomery County), geother-
mal (New York City) and stratigraphic wells
(New York City Water Tunnel). Central Office
permitting activity is expected to increase

as the exploration for deep gas targets moves
eastward. “Green energy tax credits” offered
for geothermal heat sources are also spurring
new geothermal well drilling in the State.
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DRILLING PERMITS AND WELL COMPLETIONS

Drilling Permits

Division staff issued 133 drilling permits in
2002: 89 gas, 8 gas storage, 22 oil, 9 brine, 1
geothermal and 4 stratigraphic wells (see Table
5 on page 20). The top three counties for per-
mits were Catttaraugus (24), Chautauqua (17)
and Erie (14) Counties. Interest in developing
the Ordovician age carbonates of central New
York remained strong during 2002 with 46 per-
mits issued for the Trenton Black-River forma-
tion.

A complete list of drilling permits issued in
2002 can be found on page 59. A ten-year com-
parison of drilling permits issued versus com-
pletions is shown in Chart 1 below.

Well Completions

There were 119 gas, oil, gas storage, brine,
stratigraphic and geothermal wells completed
during 2002. Completed wells are listed in the
table starting on page 63. Well type codes are
listed on page 55.

In 2002 wells were completed in 19 of the
State’s 62 counties: Allegany, Broome, Catta-
raugus, Cayuga, Chautauqua, Chemung, Erie,
Genesee, New York, Onondaga, Ontario, Or-
ange, Schuyler, Seneca, Steuben, Tioga, Tomp-
kins, Wyoming and Yates.

The top three counties for completions were
Cattaraugus (19), Steuben (18) and Tioga (10).

Chart 1 - Drilling Permits and Completions, 1993 - 2002
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OIL & GAS WILDCATS AND FIELD EXTENSIONS

Wildcats

In 2002, 40 wildcats were drilled in 14 coun-
ties from Montgomery County on the east to
Cattaraugus and Erie Counties on the west.
Thirty-two of the wildcats targeted the Trenton-
Black River formations which contributed over
68% of New York’s gas production. In 2002 the
deepest wildcat, Manwaring 624470, was
drilled by Columbia Natural Resources in Tioga
County to a true vertical depth of 11,552 feet.

Field Extensions

In 2002, five field extensions targeting the Tren-
ton-Black River formation were drilled in Che-
mung and Steuben Counties. The wells were
drilled in County Line, Quackenbush Hill, and
Wilson Hollow fields. The latter two fields have
been the most productive Trenton-Black River
fields in the State.

Trends

The number of wildcats rose 166% from 15 in

2001 to 40 in 2002. The number of field exten-
sions, however, dropped significantly from 15

in 2001 to 5 in 2002.

Wildcat wells were drilled in 14 counties in
2002, compared to 10 counties in 2001 and ac-
tivity expanded eastward. The Beagell 2A dis-
covery well in Broome County was over 42
miles east of the nearest Trenton-Black River
production.

Codes for Tables 1 & 2
Pages 12-15

GW  Gas Wildcat (proposed)
GE Gas Extension (proposed)

Chart 2 - Source Formation for NY Natural Gas, 1998-2003
40.0
35.0
30.0
25.0 24.9
w200 15.3
8 15.0 1o 3.0 5.2 —
10.0 ]
50 14.9 13.8 12.6 12.7 19l
0.0
1998 1999 2000 2001 2002
|:| Trenton-Black River
|:| Other Formations

NYS DEC - Division of Mineral Resources

Nineteenth Annual Report



New York State Oil, Gas and Mineral Resources, 2002

>S "A9( Joddn

ys A9 Joddn

yS "A9(q Joddn

10ATY Yor[g

uojualI],

uojualI],

S "A9(q Joddn
S "A9( Joddn
ys ‘a9 Joddn

e3epuouQ

10ATY Yoelg
IATY Yorld
I0ATY Yould
IATY Yoeld

uoneurio
aAn3lq0

paureuun)
pawreuu)

paweuun)

pawreuun)

pouwreuu)
powreuu)
pawreuu)
pawreuu)
paureuu)

pauwreuu)

3D dYoeykred
paweuun)
patueuun)

paweuun)

PR

MD
MD
MD

MD

MD
MD
MD
MD
MD
MD

MD
MD
MD
MD

adAT,
PA

¢0/61/8
c0/01/8
C0/L/8

¢0/0¢/8

¢0/1/¢
<0/9T/1
20/9T/L
<0/0¢/L
c0/81/L
20/9/6

20/62/01
c0/€1/01
[444%4!
c0/L/T1

aeq
dL

€197
109°T
879°1

SYL6

8L5‘9
§95°9
6€t1
el
SSP'T
001°¢

971°01
0927°01

9L8°6
vL8°6

AL

LYSLEH SSOY
V-SPSLEH oSS
SYSLER 9SS

9161 odong

ey G [ # yoney-Io[[rukerg
PS4 yoney-1ofiukerg

8YSLEH NKRd
BOYSLEH UM
6VSLEH UM

V [# KoAIRH ‘UORIDON

V- [108eag
Z 1198eag
V-1 WA
I TIHIN

QUWIEBN] [IPAA

000016¥€C6C01€
001006¥£C6CO1E
000006¥£C6C01E

00006L6CCSTOTE

001095¥€C6001€
000095¥£C6001€
0000587€C6001 €
0010087€C6001 €
000008¥€26001€
1000L98016001¢€

0010S66CCLO0TE
0000566CCLO0TE
0010¥86CCLO0TE
0000¥86CCLO0TE

quny [V

"d10)) $901n080Y LOSUOG
*d107) $901n089Y ©OOUIG

*d10)) $90IM0s3Y BOSUSS

A310U7 [BIOUAD) BIUBA[ASUUSJ

A310UH [RIOUSL) BIUBAJASUUSJ
A310UH [RIOUSL) BIUBAJASUUSJ
*d10D) $991N0SOY ©OAUIS
“d10D) $92IN0S9Y ©OAUIG

*d10)) $90IM0s9Y BOSUSS

"dio) aerq % uopeg

$92IN0SIY [eInjeN eIquInjo))
"d1oD avelg % udp[og
"d1oD overg 7 udp[og
"d1oD avelg % udp[eg

Auedwo)

Suron
SUIfIon

Sur[oD
g

uLryg

Sunway)

OIIYSII0 X
OIIYSI[I0 X
gangsA11ag
3ingsA1og
3ingsA1od
ono
sngneiene)

POOMNITY
POOAITY
J[1AS3]0D)
JIASO[0D)

dwooag

umog, /A&puno))

2002 uI (AAL) Wda( 8119 A dNLY, 03 PI[ILI( SIBIPIIA - T dqR,

Nineteenth Annual Report

12

NYS DEC - Division of Mineral Resources



New York State Oil, Gas and Mineral Resources, 2002

I0ATY You|d
ALY Yor|d

I0ATY You|d
1A Yould
1A Yor|d

IATY YorIg
10ATY You|d
IATY Yor|d
1A You|d
1A You|d

ALY Yoe[g

10ATY Yoe[g

uoneurio
aAn3lq0

paweuun)

pawreuu)

patueuu)
patueuun)

pawreuun)

poureuu)
paweuu)
powreuu)
pawreuu)

pawreuun)

pawreuu)

pawreuu)

PR

MD
MD

MD
MD
MD

MD
MD
MD
MD
MD

MD

MD

adAT,
IPA

¢0/¢/¢
c0/81/1

0/¢/1
¢0/9¢/L
C0/61/L

<0/C1/s
¢0/0¢/S
c0/8/s

¢0/5/Cl1
c0/0C/y

20/9¢/L

c0/91/¢1

aeq
aL

LL8'8
9L8

S96°y
6LT°S
96L°S

$69°¢
0LE'S
SPI‘s
LLT'S
00€°S

€98°1

9867

AL

V-1 SulIe] MIIAIIPUO A\

[ SULIE,] MIIAIOPUOA

€E€9tT9 PIEPPOIS
v-1 Aeg
[ Aeg

g-1 Hoys
V-1 Hoys

[ Hoys

V-1 Jouqnoy
[ Jouqna

V-1 QANIN T ‘0AuBluojy

¢ uosdurg

JUWIeN] [IPAA

0010S€6CCL60TE
0000S€6CCL60TE

0000€¥6TC6901 €
0010S86CC6901¢€
0000586CC6901¢€

00C0TL6TTLI0TE
00TOTL6TCTLI0IE
0000TL6CCLI0TE
0010596TCLI0TE
0000596CCLI0TE

0000€€0TCLSOTE

0000€00€CISOTE

Jquny [V

"ouJ ‘A3I0Ug BUNIO]

‘ouf ‘A3I10Uf BUNIO

S90IN0SIY [eINJRN BIqUIN[O))
"d1o) overg % uaplg
"d1o) ave[g % uap[eg

-ouJ ‘A310ug BUBLI],
-ouJ ‘A310Uy eURLI],
-ouf ‘A310Uy BUBLIL],
-ouf ‘A310uy BUBLIL],

-ou] ‘A310uy BUBLIL],

90IN0SY [eINJBN WNIUUI[[TA

"oU] ‘s901n0say odeua|

Luedwo)

suLreye)
suureye)

JI[ANYdS

[emadoyg
weyIon
weyIon

ougyuQ

SN[[Q2IBIN
SN[OJIBIN
SN[[ROIBIN
SN[[OJIBIN
SN[[S0IBIN

egepuouQ

100y
AI3WOZIUOIA

104
U0)SSUIAI']

umoJ, /Ayuno)

panunuo) ‘7007 SILIPIA - [ dqeL

Nineteenth Annual Report

13

NYS DEC - Division of Mineral Resources



New York State Oil, Gas and Mineral Resources, 2002

1A Yould
1A Yor|d
1A Yould

10ATY YorId
IATY Yoeld

10ATY Yoe[d
AT Yoe[g
1ATY Yoe[d
1ATY Yoelg

oAy Yoeld
uojsudan()

1OATY Yoe[d

U0 BULIO
aAnlqo

paweuu)
paweuun)

patueuu)

pawueuu)

paweuu)

poureuu)
paweuun
OPISIOATY
paweuun)
powreuun)

paweuun)

patueuun)

PP

MD
MD
MD

MD
MD

MD
MD
MD
MD
MD
MD

MD

adA T,
IPM

c0/T/11
20/8¢/Cl
20/8/C1

¢0/91/1
0/¢/1

<0/1/01
c0/¥/9
c0/v/€
CO/T/11
[4VAY%%
¢0/01/L

20/9¢/9

Ae(q
alL

0v6‘8
110°8
L60°8

€TITI
TSS°11

099°01
0€€'8
I1°01
20811
6L9°T1
€6y

89¥°L

AL

[ 9saueqy
V-] UOSUSAR}S

| UOSU2AJIS

V-0LtH 9 SuLtemuey
0Ly 79 SuLremuen

1 AsuowA[leq
89179 Ae1D
09¥1 99ed

V-1 [[PMXeN

[ [[PMXEN
9S-AN [ molng

V-1 9eZ

JWeEN [IPAA

0000L66CC60T1¢
0010866CC60T 1€
0000866CC60T 1€

0010¥€6CCLOTTE
0000¥€6CCLOTIE

00008L6CCIO0TIE
00006¥6CCIO0TTE
00008S6CCIONTE
0010€96CCIO0TIE
0000€96CCI0ITE
00008€6CCIO0TTE

"0 uondnpoiq sdrfiyqd
"0D uononpold sdifiyg
"0 uononpoi sdryryd

$90IN0SAY [BINJEN BIqUIN[OD)

$90IN0SIY [BINJEN BIqUIN[OD)

ou] ('S N) BUMIO
SO0INOSY [eINJEN BIqUIN[O))
A310U4 [RISUAL) BIUBAJASUUDJ
‘oU] ‘s00IN0SY Iseq

QU ‘S90IN0SY Iseq

"OU] ‘QU0ISASI SBXa ],

00100S6226601¢€ "d10) AZ1oug UedLIDWY UIISEY

J_qunN 1dV

Auedwo)

PIoJMIN
preyug
preyug

supjduwo,

e3or],
e3or],
e3or],

UOTU() ISOM
3ingsyerq
Ay1D Suruio)
uoye)

uoye))
od)s1uR)

LETESTS

1I9A0))

BIIUIS

umog, /Apuno)

panupuo) 700¢ SILIPIIM - [ 3IqeL

Nineteenth Annual Report

14

NYS DEC - Division of Mineral Resources



New York State Oil, Gas and Mineral Resources, 2002

1OATY Yor[d
IOATY Yor[d

I0ATY Yoe[g
IATY Yorld
IATY Yorld

uoneuwIoy
2An[q0

1A Yould
IATY Yorld

uoneuioy
aAn3lqo

ury Ajuno)
[[TH ysnquaxoen®y

MO[OF] UOS[IA\
MO[OH UOS[IA
1I'H ysnquaxoend)

PRI

patueuu)

paweuu)

PR

49  20/9/9
4D 20/l
49 C0/El/L
4D o/t
4D C0/8/1
adLy 9Ieq
IPMA  dL
MD  T0/S/T
MDD T0/LTT
adA1, 9re(q
IPAA dL

78€°01
SL6°6

809°6
S18°6
S9L°6

dAL

€109
701°9

dAL

11ST# suewno x
V-65¢€1 [93UsH

pIST 100y
V 1901k [ VS Sunwoy)
V-9 A103010)

QWEN [I°PAA

00009L6CCI0TTE
00TOTL8TCIOIIE

0000SL6CCSTOIE
0000096CCST0IE
0010816CCS10T€

Tdquny [dv

A310Uq [RIOUAL) BIUBA[ASUUDJ

A310Uuq [RIOUAL) BIUBA[ASUUDJ

A310uf [RIOUID) BIUBA[ASUUL]
A310Uf [BIOUSD) BIUBA[ASUUSJ

A310uq [RIOUID) BIUBA[ASUUD]

LAuedwo)

AquioH
K1) Sutuio)
uIqnI)g

umped
urped
urped
Sunway)

umoJ, /Ayuno))

700Z Ul (AAL) WAda( [8INIDA INI], 0) PI[[LI(Y SUOISUIIXT PP - T IqEL

V-1 uedinp
[ ueSInA

QUWIEBN] [IPAA

00108S8TCETITE
00008S8CCECIIE

RqunN [dV

"dio) ovelg % usplg
"dio) averg % usplg

Kuedwo)

Aol
Are)

sajex

umoJ, /A3uno))

panupuoy) ‘7007 SILIPNIM - [ dqeL

Nineteenth Annual Report

15

NYS DEC - Division of Mineral Resources



New York State Oil, Gas and Mineral Resources, 2002

PRODUCTION OF OIL & GAS

New York’s reported natural gas production ports submitted by well owners. For an explana-
jumped to 36.8 bcef, a 31% increase from 2001. tion of the units of volume measurement, see
Over 24.9 bef of gas came from just 46 produc- the box on page 19.

ing Trenton-Black River wells. One well pro-

duced over 4 bcf. Table 3
Chemung County led in natural gas production Top Ten Gas Producing Counties, 2002
for the first time, followed by Steuben County. Acti A
Nearly all of Chemung County’s production County Gas (mcf) ctive  Average
. . Gas mcf/Well
came from just 17 Trenton-Black River wells. Wells
Former long-time production leader Chautauqua
County remained at third. Chemung 15,399,075 23 669,525
Steuben 9,269,280 44 210,665
In 2002 New York’s production of oil decreased Chautauqua 6,069,428 2,922 2,077
roughly two percent to 179,266 barrels (bbl) '
from 183,094 in the prior year. Erie 1,165,662 875 1,332
Cattaraugus 1,000,074 426 2,348
Table 3 lists the top ten gas producing counties,
while Table 4 gives the top ten gas and oil pro- Cayuga 79717 304 3,223
ducing companies, respectively. Map 2 on page Genesee 781,793 492 1,589
18 shows natural gas production by town. Chart Seneca 674,134 152 4,435
3 on page 17 shows the State’s total oil and gas vl 5 |
production for the past ten years. Well counts Schuyler 387,500 93,750
and gas production volumes are based on re- Wyoming 331,327 262 1,265
Table 4
Top Ten Gas and Oil Producing Companies, 2002
Company Gas (mcf) Company Qil (bbl)
Pennsylvania General Energy 18,434,177 Richardson Petroleum Corp. 20,736
Columbia Natural Resources 3,911,367 East Resources, Inc. 10,235
Fortuna Energy, Inc. 3,861,292 Woods Oil Company, Inc. 9,414
Great Lakes Energy Partners 1,692,712 A.J. Lease Account 7,151
Belden & Blake Corp. 1,589,706 Otis Eastern Service, Inc. 4,683
Nornew, Inc. 1,030,705 REI-NY, Inc. 4,169
Seneca Resources Corp. 682,024 T.M. Quaintance Crude Oil 3,510
United States Gypsum Co. 612,023 Resource America, Inc. 3,073
Kastle Resources Enterprises 607,762 Great Lakes Energy Partners 1,958
Stedman Energy, Inc.. 519,226 Belden & Blake Corporation 1,698

NYS DEC - Division of Mineral Resources 16 Nineteenth Annual Report



New York State Oil, Gas and Mineral Resources, 2002

Chart 3 - New York State Qil and Gas Production, 1993 - 2002
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Natural Gas

Natural gas is an important energy source
for New York homeowners. Based on 2001
data, 5.4 million households use natural gas
for home heat, cooking, heating water or
other uses. For gas-fired heat, the average
usage in New York is 69 mcf per year'.
The 36.8 bef of natural gas produced in
New York in 2002 was enough to heat
roughly 533,000 homes.

Crude Oil

The first commercial oil well was drilled in
New York in 1865. New York’s crude oil is
particularly high in paraffin, and is a pre-
ferred lubricant feedstock

1 US DOE/EIA 2001 Residential Energy Consumption Survey

NYS DEC - Division of Mineral Resources
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Landowner Wells

A large number of New York’s gas well
owners have just one or two wells. These
wells, known as “landowner wells”, are
usually no longer productive enough for
commercial purposes, but may produce
enough gas to heat a house. The Division
has prepared a brochure entitled “Do You
Own or Intend to Buy a Natural Gas or Oil
Well: Tips for Landowners”. The brochure
includes information on:

e how to identify an old well on land you
own or might buy,

e your legal responsibilities when you
own an unplugged well, and

safety tips concerning gas hookups and
signs of gas contamination in household
water supplies.

For more information visit our website at
www.dec.state.ny.us/website/dmn.

Nineteenth Annual Report
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MARKET VALUE AND ECONONMIC BENEFITS

Market Value Royalties to Landowners

While New York experienced a significant The majority of landowners with producing oil
increase in gas production in 2002, the State’s and gas leases receive a royalty. Based on an
total market value for oil and gas of $116 average royalty of one-eighth of the production
million represented a 17 % fall from 2001, due value, landowners in New York received
mostly to lower gas prices. The market value of roughly $14.5 million in royalties from 2002 oil
the reported 36.8 bef of gas produced was over and gas production.

$111.7 million. The market value of the

reported 179,266 barrels of oil produced was Tax Revenues to Local Governments

roughly $4.5 million, up 7% from 2000.
Communities in oil and gas producing areas also

State Lease Oil and Gas Prices benefit from the industry’s activity. DEC
estimates that real property taxes on 2002
The 2002 average gas price of $3.03 per mcf natural gas and oil production were roughly $3.5
was down 38% from $4.85 per mefin 2001. million (gas $3.35 million and oil $134,000). To
However, the oil price increased over 9% to dampen the impact of gyrating oil and gas
$24.92 per barrel in 2002. The average well- prices, local governments assess their taxes each
head prices were obtained from royalty pay- year based on a unit of production value deter-
ments made to the State for leases on State mined by the NY State Division of Equalization
lands. and Assessment using a five-year average.

Volume Measurements Used in Report

Throughout this report, you’ll find the following units of
volume measurement used for production.

Natural Gas
mcf thousand cubic feet
mmcf million cubic feet
bef billion cubic feet
Crude Oil
bbl barrel of oil (42 gallons)

NYS DEC - Division of Mineral Resources 19 Nineteenth Annual Report
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PERMIT FEES AND FINES

The Division of Mineral Resources collects Each drilling permit application must include a
revenues from oil and gas activity under the Oil, depth-based fee of $125 for the first 500 feet
Gas and Solution Mining Law. In 2002 total oil plus $125 for each additional 500 feet up to a

and gas revenues were $429,685: fines and pen- maximum of $2,625 for wells over 10,000 feet
alties were $21,000, permit depth fees were deep. In addition, each application must include
$134,600, oil and gas account fees were a $100 fee which is deposited in the oil and gas
$14,400, storage permit fees were $10,000, and account to plug abandoned wells. Storage facil-
the remaining leasing revenues of $249,685, are ity permit fees are $10,000 for a new permit and
discussed in further detail on page 21. $5,000 for a modification permit.

Table 5 - Permitted Well Types, 2002

Gas Qil | Storage| Brine  Strati- Geo-

County Well | Well  Well Well  graphic thermal Total
Allegany 4 1 5
Broome 5 5
Cattaraugus 16 8 24
Cayuga 3 3
Chautauqua 8 9 17
Chemung 7 7
Chenango 2 2
Erie 13 1 14
Genesee 4 4
Livingston 1 1
Montgomery 4 4
New York 1 1
Onondaga 6 6
Ontario 2 1 3
Orange 2 2
Schuyler 2 4 6
Seneca 2 2
Steuben 6 1 7
Tioga 2 5 7
Tompkins 6 6
Wyoming 5 5
Yates 2 2
Total 89 22 8 9 4 1 133
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