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ORPHAN WELL FUND ANNUAL REPORT
FISCAL YEAR 2010-2011

Part 616, Orphan Well Fund, of the Natural Resources and Environmental Protection Act,
1994 PA 451, as amended (NREPA), created a funding source and method for carrying out
plugging, response activity, or site restoration at abandoned or improperly closed oil or gas
wells for which no owner or operator is known, for which all owners or operators are
insolvent, or at which the Supervisor determines there exists an imminent threat to public
health and safety. Section 324.61607 requires an annual report be submitted to the
Legislature detailing expenditures from the Orphan Well Fund for the preceding fiscal year
(FY).

During FY 2010-2011, total expenditures were as follows:

Plugging, Response Activity, and Site Restoration $1,104,840
Remedial Investigation $65,604
Program Costs (i.e., Wages, CSS&M, Travel) $278,201
Central Administrative Costs $56,633
Emergency Contingency 30

TOTAL COST FOR FY 2010-2011 $1,505,278

The attached table titled “Orphan Well Expenditures for Fiscal Year 2010-2011” shows total
expenditures for plugging costs, response activity, remedial investigation, and site
restoration, as well as a breakdown of these costs by well or project and total administrative
costs. '

Plugging costs ranged from approximately $23,000 to $107,000 with an average cost of
$47,653. Tank battery and well site restoration averaged $4,646 per location. The total cost
for plugging, response activity, and site restoration for all projects was $1,104,840.

Not shown on the Annual Report, however worthy of note, is the return to the Orphan Well
Fund of $44,900 resulting from the sale of well tubing, casing, and equipment and bond
recovery.

The Annual Report for FY 2010-2011 represents the 16th year that funds were expended from

the Orphan Well Fund. Twenty-one wells were plugged, one oil storage area (tank battery
location) was remediated, and five Category lll sites were investigated for contaminants.
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DESCRIPTION OF TABLE COLUMN HEADINGS

COUNTY: Name of the county where the well is located.

PERMIT NUMBER: The number is issued in a chronological order sequence. The first drilling
permit (Permit Number 1) was issued in 1927. Permits are currently issued pursuant to
Part 615, Supervisor of Wells, of the NREPA. By the end of FY 2010-2011, a total of 60,444

permits had been issued.
YEAR: The calendar year in which the drilling permit was issued.
COMPANY: The last person or organization that owned the well.

WELL NAME AND NUMBER: The name and number assigned by the permittee. The name
and number are intended to allow easy identification and differentiation in the oil field of the
various wells owned by a company. TB means tank battery.

CATEGORY:

CATEGORY IA wells are abandoned oil and gas wells that are leaking significant
volumes of gas or that as a result of leaking oil or brine are contaminating the
groundwater used for public consumption.

CATEGORY IB wells are abandoned oil and gas wells that are leaking oil resulting
in contamination of soils, surface water resources, or the groundwater where water
wells used for public consumption are not yet contaminated.

CATEGORY IC wells are abandoned oil and gas wells that are leaking gas or brine
resulting in contamination of soils, surface water resources, or the groundwater
where water wells used for public consumption are not yet contaminated.

CATEGORY Il wells are abandoned, nonleaking wells.

CATEGORY Ill wells have been plugged; however, site remediation has not yet
been completed.

PLUGGING COSTS: The cost to plug the well.

RESPONSE ACTIVITY: The cost for removing contaminated soils and fluids in the tank and
isolating wellheads and flow lines prior to the plugging of the well.

REMEDIAL INVESTIGATION: The estimated cost for studies to define any soils or
groundwater and associated resources contamination.

REMEDIATION: The estimated cost to remediate soil and groundwater. Costs are to be
determined after completing the plugging, interim response, and remedial investigation.

SITE RESTORATION: The cost for removal of production equipment and flow lines,
disposal of fluids, excavation and disposal of contaminated soils, grading of soils, and
revegetation of the area. Site restoration occurs after the plugging of the well.

TOTAL COSTS: The total costs per well.
STATE HOUSE: The Michigan House District where the well is located.
STATE SENATE: The Michigan Senate District where the well is located.
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ORPHAN WELL FUND PROJECT SUMMARY

The following is a brief description of Orphan Well Fund Projects for FY 2010-2011:

Kent County — Alabastine Company #1 (PN 6670): This previously plugged and abandoned
well, from the 1930s, was located in downtown Grand Rapids.

Reported to the DEQ'’s Office of Oil, Gas, and Minerals (OOGM), Orphan Well Program, in
2010, the well had obviously been leaking for many years. While an urban environment poses
interesting challenges for operations, the well location (within the boundaries of an abandoned
lumber warehouse yard) provided ample room for required equipment. The well was
successfully reentered and plugged to surface without incident.

The well site was removed from the Orphan Well List upon completion of this project.

Tuscola County - Richter 2011 Project: This project, located in EImwood Township of
Tuscola County, involved two 1950s era wells. All tank batteries were removed and restored
during a previous Orphan Well project in 2008. Successful plugging and site restoration
returned the land to the owner for complete usage after years of neglect.

These well sites were removed from the Orphan Well List upon completion of this project.

Currently, 5 “adopted” orphan wells remain in the field. Operators continue to coax these wells
to produce the heavy oil that remains recoverable.

Jackson and Hillsdale Counties — Jackson-Hillsdale County 2011 Project: Two wells in
Jackson County and two in Hillsdale County were plugged. One oil storage area (tank
batteries) was also restored in this project. All locations were cleaned and restored as nearly as
possible to their original conditions. There was no salvage equipment or materials recovered or
sold.

These four wells and the tank battery were removed from the Orphan Well List upon completion.

. Afifth well in Jackson County, which was in the initial scope of work, required a wetland permit
before any operations could begin. The acquisition of that permit is in process with current plans
to begin work in FY 2012.

Midland County — Midland County 2011 Project: Two previously plugged wells in Midland
County comprised this project. The first well had been plugged and all casing at surface had
been pulled. This resulted in a collapse at the surface, found by a farmer while tilling. The well
was reconstructed and drilled out before plugging of the well was completed. The second
plugged well was determined to be incomplete as oil was observed to be inside the open casing
at surface. This well also had to be redrilled before it could be properly sealed to surface.

Each site was cleaned and restored as nearly as possible to its original condition. There was no
salvage of equipment or materials from either location.

These wells were removed from the Orphan Well List upon completion of this project.
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Osceola County - Osceola County 2011 Project: Five wells were plugged in Osceola
County. The well sites were cleaned and restored as nearly as possible to their original
conditions, and associated buried piping was removed from the areas. There were no storage
areas (tank batteries) associated with these wells.

The wells were removed from the Orphan Well List upon completion of this project.

Grand Traverse and Kalkaska Counties-Grand Traverse/Kalkaska County 2011 Project:
Four wells were plugged within Kalkaska and Grand Traverse Counties. Additionally, one tank
battery was disassembled and the associated lands restored. These wells were some of the
more modern wells within the Orphan Well Program. However, being drilled in the mid-1980s
did not ensure they were without challenges. Corroded and rusted well components,
unconventional mechanical assemblies, pressure, and surface soil contamination presented
unique challenges with these wells.

One benefit of the more modern era wells is the quality of salvage materials recovered. This
project provided a significant amount of recovered materials that were sold with all money
returned to the Orphan Well account for future operations. The project was successful and
without incident. Once completed, the wells were removed from the Orphan Well List.

Lenawee County-Lenawee County 2011 Project: Two wells in Lenawee County were
plugged with an additional well location only requiring site restoration. There were no storage
areas (tank batteries) associated with these wells. The sites were cleaned and restored as
nearly as possible to their original conditions.

The three well sites were removed from the Orphan Well List upon completion of this project.

Category lll Remedial investigation: During the 16 years of Orphan Well Program activities,
there has been an occasional need to postpone a ‘complete’ site restoration. This has been due
to extensive impact to soil or water that would require excessive funds and resources to
accomplish. The primary directive of the Orphan Well Program is to eliminate the source, or
potential source, of impact first; that is, plug wells and clean and dismantle storage areas (tank
batteries). However, as the number of well sites and tank batteries continue to decline, the
program will expand to also include remediation as a primary task. The risk to public health and
to the environment from the contamination at these sites was evaluated and prioritized. The
prioritization was based on actual impact and risks to public health and safety and the
environment.

This past fiscal year, five separate Category lll locations were investigated by the DEQ’s
Remediation Division (RD) staff. Led by the OOGM hydrogeologist, in cooperation with RD
geologists, extensive soil and groundwater samples were obtained with State-owned equipment
and analyzed at the State of Michigan laboratory. Reports are being finalized on these sites to
determine the best approach(s) for remediation.

Utilizing in-house equipment and expertise for preliminary planning results in a significant cost
savings to the Orphan Well Program. The OOGM will continue to work with the RD in the
coming year to gather data as efficiently and cost effectively as possible. However, plans will be
developed in FY 2012 to address the potential needs and services required for soil and
groundwater remediation where RD resources are insufficient. This will lead to opportunities for
other specialized vendors to participate in future Orphan Well projects.
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APPENDIX B

2012 Orphan Well List

Michigan Department of Environmental Quality
Resource Management Division
Office of Oil, Gas and Minerals

Pursuant to Part 616, Orphan Well Fund,
of the Natural Resources and Environmental Protection Act,
1984 PA 451, as Amended

For more information on the Orphan Well Program, please contact;

Office of Oil, Gas and Minerals
Resource Management Division
Michigan Department of Environmental Quality
P.O. Box 30256
Lansing, Michigan 48909-7756
517-241-1548




2012 ORPHAN WELL LIST

The Orphan Well List (List), prepared by the Department of Environmental Quality (DEQ),
Resource Management Division (RMD), Office of Qil, Gas and Minerals (OOGM), is a compiled
listing of oil or gas wells scheduled to be plugged and those at which interim response, remedial
investigation, remediation, or site restoration should be performed with money from the Orphan
Well Fund. The List is arranged in order of priority using the score assessment determined for
each well or project. Estimated costs are given for the total cost of each well or project and the
cost of each phase of the project (plugging costs, interim responses, etc.). The List also shows
the State House and State Senate District in which each well is located. The criteria used to
calculate the score and a brief description of column headings are identified below.

The List is divided into three categories of wells: Category | wells are known to be leaking oil,
gas, and/or brine; Category Il wells are not known to be leaking, but may have had past leaks
or spills, have been incompletely plugged by the operator, or have surface equipment or
facilities remaining; and Category Il wells have been properly plugged but stili have
remediation needs.

Category I wells are subdivided into three subcategories based on their potential risk to public
health, safety, and the environment. The wells are listed in a descending order of priority within

each subcategory.

Category IA wells are abandoned oil and gas wells that are leaking significant
volumes of gas or that as a result of leaking oil or brine are contaminating the
groundwater used for public consumption.

Category IB wells are abandoned oil and gas wells that are leaking oil resulting in
contamination of soils, surface water resources, or the groundwater where water
wells used for public consumption are not yet contaminated. -

Category IC wells are abandoned oil and gas wells that are leaking gas or brine
resulting in contamination of soils, surface water resources, or the groundwater
where water wells used for public consumption are not yet contaminated.

Category Il wells are abandoned, nonleaking wells. These wells may also have been
incompletely plugged by the operator or have surface equipment or facilities remaining.
Category Il wells are then grouped and prioritized by project.

Category Il wells have been plugged; however, site remediation has not yet been completed.

Abandoned oil and gas wells that qualify for plugging under Part 616, Orphan Well Fund, of the
Natural Resources and Environmental Protection Act, 1994 PA 451, as amended, must be
scored prior to being added to the List. All wells are scored (prioritized) utilizing a well
assessment program. The well assessment program was developed by the OOGM. This
system factors in: presence and type of contaminants in soils or groundwater from spills,
potential for future contamination, sensitivity of drinking water supplies, degree to which
groundwater is protected by geology, age of the well, presence of hydrogen sulfide gas,
potential for public exposure to contaminants, and the environmental sensitivity of the area.

The score values are only applicable within their respective category. All Category | wells have
priority over Category Il wells. However, special considerations such as assessment of risk and
available technology to successfully resolve a situation, the inability to obtain access to the
location, or the need to obtain auxiliary permits may necessitate temporarily bypassing a well
with a higher score in favor of a well with a lower score.
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