001743

BRADFORD RANGER DISTRICT

OIL AND GAS INSPECTION REPORT

OGM Case Numbers: 243, 244 and 245 Date of Inspection: April 27, 2007
Weather Conditions: Cloudy, 50°s Persons On-Site: Arthur Stewart (entire visit)
and Steve Tachior (a portion of
of the visit)
Warrant/Lot Number: Warrants 2752 & 2445 Mineral Owner/Leasee: Duhring Resource Company
Lots 7,9, and 12
Forest Service Representatives: Sheldon Winters — OGM Administrator, Paul Weese — Zone OGM Team
Leader, Robert Stovall — Deputy District Ranger
Discussed Operation With: Stewart and Tachior
Equipment On-Site: N/A
Activity On-Site: Proposed roads and wells were flagged/marked, and existing development

INSPECTION ITEMS and RESOURCE CONCERNS

On April 3, 2007, the Allegheny National Forest sent an objection letter to Robert Gleeson of the DEP in
regards to Duhring Resource Company’s proposed development in Warrants 2752 and 2445. This field
visit was scheduled to discuss the ANF’s and the DEP’s concerns with Duhring’s proposed development.
Sheldon Winters during the weeks of April 16 and April 23 attempted on numerous occasions to schedule
the meeting, but he was not able to speak with a Duhring representative directly. Paul Weese was finally
able to reach Mr. Stewart on April 26 and to officially schedule the meeting after trying for a few days.

General Discussion

At first, Mr. Stewart discussed concemns he had with the Forest Service’s policies and procedures such as
its expanded Notice to Proceed letters, pit management, etc. He also said before he met with us that he
sent a letter to Randy Moore —- Region 9 Forester — to complain that he did not receive the objection letier
in a timely manner in addition to other items he was concerned about. By the end of the day, Mr. Stewart
said he was going to send another note to Randy Moore to inform him that he was pleased with the field
visit and to present the day in.a positive light, Also, as per our request, he said he will work with the
Forest Service up-front during the planning stages of Duhring’s well packages so both parties concerns
can try to be resolved as early in the process as possible.

Forest Road 103 ‘
-Sheldon informed Mr. Stewart that FR103 has settled where Duhring’s pipeline crosses it, consequently,
making it a safety hazard since the road is almost impassable. Mr. Stewart said he would correct the

problem.
Warrants 2752 and 2445

For this inspection report, a well number indicates a proposed well unless otherwise noted.

Warrant 2752 - Lot 7

We mainly focused the field visit on wells in or near the wetlands for this warrant. First, we hiked the
coad Sheldon laid out to access Well 7-14. Art was content with Sheldon’s lay out with some minor
adjustments. Next, Art wanted to work on access roads to Wells 7-22, 7-21 and 7-20. While in the
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srocess of looking at access roads to the proposed well site, I informed him that the location of the wells
are a major concern, thus, if the well sites cannot be shifted, then the concerns with the access roads
would be secondary. I conveyed the concerns that the Forest Service and the DEP have with each well
site. These concerns have been discussed in previous inspection reports, and excerpts of an April 13,
2007 report are put in italics below. Please see inspection report dated 4/13/2007 for additional
information.

Well 7-20 is in a wetland greater than one acre, and would require a road that goes through a
wetland. Mr. Stewart agreed there was not alternative to move the well site without interfering with
the spacing of other wells. (Note: Since this field visit, Duhring has verbally said it would drop this
well from the proposal.

Well 7-21 is approximately 20 feet from a large spring seep which is part of the wetland greater than
one acre. There would not be a buffer between the well pad and the wetland. An access road from
either the north or the south would pass through a wetland. Mz, Stewart intends to move forward
with this proposal. Sheldon did tie flags leading from Well 7-22 to this well site, however, the
wetland issue would not be mitigated with the proposed location of Well 7-21.

Well 7-22 is approximately one foot from a wetland greater than one acre. Art proposed to move the
well site out of the wetland, however, it would still need a waiver from the DEP because the well pad
would probably be less than 50 feet from the wetland.

The side slope of the hill west of Wells 7-20, 7-21 and 7-22 is greater than 35%, and several sprmg
seeps exist along the hill side.

The existing road (an old jeep corridor that has been worked on recently) has a grade of
approximately 10-12%. Mr. Stewart said the road needs to reseeded and mulched. We did not
discuss the need for additional cross culverts for this road during this site visit. Sheldon will follow
up with him at a later date,

Well 7-19 is visible from SR 948, a Concern Level I road in regards to scenery management as
identified in the Forest Plan. We worked with both Mr. Tachior and Mr. Stewart to relocate the road
leading to this site. In addition, Mr. Stewart said Duhring could possibly move the well 35 feet away
from SR 948. Due to the vegetation in the area not being too dense, it will not mitigate the visual
concerns entirely, however, Duhring would work with the Forest Service to move the well as much as
possible.

The proposed road to access Well 7-18 is very close to and would be visible from the North Country
Trail. The group discussed an alternative route that would move the access road away from the
parking area and out of the wet area directly north of the parking area, and that would be less vigible
from the North Country National Scenic Trail. Mr. Stewart sa1d he would be willing to work with the
Forest Service to make this change.

“Warrant 2445 - Lots 9 and 12

Two proposed stream crossings on Rock Run (a HQ-CWF stream) are poorly placed, and the
proposed access roads do not meet standard BMPs (i.e. severe grades (25-30%), unnecessary stream
crossings, steep side slopes at well sites (40-60%)). Duhring has proposed to create a loop road to
access proposed well locations D-25, D-26 and D-27, which would require these two stream
crossings. The terrain fo the east of these crossings-is-too-steep{30%-60+%)-to-be able to construct
an access road with an acceptable grade, and that would not cause significant impacts to the water
quality of Rock Run. The proposed well locations appear to all be within approximately 200 feet of
Rock Run on very steep terrain. We look at these proposed well sites and discussed the water, soil
and aquatics concerns that the Forest Service has with them. Stovall asked Duhring if it possibly
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could use directional drilling techniques for this area. Mr. Stewart replied the geological
characteristics in the area are not conducive for directional drilling, thus, it is not an option from his
perspective. Mr. Stewart and Sheldon planned to have another field visit to look at other options to
access these proposed well sites. (Note: Since the April 27, 2007 meeting, Mr. Stewart and Sheldon
met in the field. Mr. Stewart has proposed to eliminate the two road stream crossings (one stream
crossing for a pipeline is still being proposed) by accessing these proposed wells sites from existing
roads above. Nonetheless, the steep slope issue still remains.)

COMMENTS:

" Overall, we had a productive meeting even though we had to agree to disagree on several occasions. We
all agreed that we did not officially commit to anything at the end of the meeting. The meeting was an
opportunity to talk about concerns the Forest Service and DEP had with the proposal, and the concerns
Duhring has with various oil and gas issues on the Forest. Duhring said it would begin to work with the
Forest Service up-front in the planning process as the Forest Service recommended. Specifically for this
project, Duhring said it would work with Sheldon to look at the other proposed well sites not visited
today, in addition to trying to address some of the Forest Service’s concerns that were discussed today.
At a later date, Duhring said it would submit a package incorporating any changes made to the proposal.

Forest Service Inspector; i% S

Date: _8/irz2fe7
Reviewed:
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