New oil-shale =
push revives . L
reservoir plans & ' P

By Nancy Lofholm / V
Denver Post Staff Writer (3
L—""’—

Governments in Colorado and
Utah are dusting off plans for major
reservoirs to feed development an-
ticipated from the latest push to tap
the region’s oil-shale deposits.

The town of Rangely, in northwest
Colorado, and Uintah County, just ; o ; . R —
across the state line in Utah, are re- Hyoung Chang | The Denver Post
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WATER: Reservoir plziné
both involve White River

< CONTINUED FROM 1B -

boards more than two decades ago.
during the last oil-shale boom.

The reservoir proposals are both on
the White River — one halfway be-
tween Meeker and Rangely and the
other about 25 miles south of Vernal.

“Water development needs to pre-
cede any energy development on a.

- large scale;” said Rangely Town Man-
ager Lance Stewart.

Rangely is using an environmental
study done during the late 1970s as a
starting point to float the idea of build-
ing a 200,000-acre-feet reservoir — a
shade smaller than Lake Dillon. That
study determined about 500,000
acre-feet of White River water would
be available for capture and reuse.

Stewart said a reservoir likely
would draw other industrial develop-
ment to the area as well as a conces-
sionaire business for the reservoir,
which would be large enough for
houseboats. It would also free more
water to meet the drinking-water
needs of a community that would
grow with any large oil-shale develop-
ment.

“An incredible amount of ground-
work still needs to be conducted, but
we have had basic meetings with in-
dustry representatives and they agree

that this plan could dovetail with their

plans,” Stewart said.

Jill Davis, a spokeswoman for Shell
011 the energy giant that has been test-
ing a new method of extracting oil
from shale in the Mahogany Ridge

area between Rangely and Meeker,

said water storage likely will be a ne-
cessity if the company decides to
move 1ts project into development.

“Water storage is going to be impor-
tant for us and probably for others,”
Davis said. “If there was some sort of
storage in the area it'would be nice for
us.”

Davis said if Shell's method proves
to be economically and environmen-
tally feasible, it will not use as much

water as the oil-shale-boom method
of mining shale rock and cooking it in
above-ground retorts.

Dunng failed oil-shale development
efforts in the late 1970s and early
19805, estimates ranged from one to
three barrels of water needed for ev-
ery barrel of oil produced.

“We are still kind of crunching the
numbers, but we know it would be bet-
ter than in the past,” Davis said.

‘Shale development failed previous-
ly because it was too expensive, But ef-
forts to unlock that oil have continued
in the 16,000-square-mile Green River
Formation, which holds an estimated
2 trillion barrels of oil under north-
west Colorado and into eastern Utah
and southern Wyoming. -

Development of that oil shale using

- new techniques received a boost last

year through the 2005 Energy Bill,
which mandates a new commercial
shale-leasing program.

But water is still cited as a major hur-
dle to shale development.

“Water requirements for the infra-
structure and socioeconomic de-
mands could place a burden on the
neighboring communities, which
could see tremendous growth as a re-
sult of new oil shale industry in the re-
gion,” a 2005 Department of Energy re-
port said.

Steve Smith with the Wilderness So-
ciety said he worries that creating wa-

" ter for shale development means tak-

ing water from other users. He also is
worried about using up a precious re-
source for an unproven effort to get at
oil shale,

“We need to find a technology that
doesn't use water in this arid region,”

" Smith said. “Nobody should be in a

hurry to build new reservoirs when
we don't even know if oil shale is go-
ing to work.”

Staff writer Nancy Lofholm can be
reached at 970-256-1957 or
nlofholm@denverpost.com.




QOil-shale lease plans
draw public scrutiny

By Nancy Lofholm Vo™ 1A / /03
Denver Post Staff Writer
—

Rifle — The federal government’s latest attempt to
spur the wresting of oil from rock in western Colo-
rado was greeted with skepticism Wednesday at the
first meeting in the state seeking public comment on
oil-shale leasing.

About 100 people — from former oil-shale industry
workers to environmentalists — turned out to ques-
tion and comment on an environmental study being
done by the Bureau of Land Management prior to leas-
ing lands in northwest Colorado for research and de-
velopment and eventual commercial production of

> See SHALE on 4B




SHALE: BLM
conducting
study prior
to leasing
lands in Colo.
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the world’s richest oil-shale re-
source.

“I have intense skepticism.
This is a resource that has prom-
ised so much and delivered so lit-
tle,” said Randy Udall, director
of the Community Office for Re-
source Efficiency in Aspen. “If
it's economically and technical- ,
ly feasible, the good news is this
nation will have a new energy
source. The bad news is that it
would absolutely devastate ev-
erything people love about west-
ern Colorado.”

The BLM is under the congres-
sional gun to quickly complete
an environmental impact state-
ment, or EIS, on oil-shale lands
in the Piceance and Washakie ba-
sins in Colorado, the Green Riv-
er and Washakie basins in Wyo-
ming and on tar sand lands in the
Uintah Basin of Utah.

“Congress tightened our time
frames,” said Jim Edwards, a
BLM branch chief for solid min-
erals.

Edwards admitted the agency
would like to have more time,
but said the immensity of the re- ¢
source is driving the federal
push to getat it and relieve some
of the reliance on foreign oil.

“We're talking big numbers
here. This is a lot of oil and we're
going to take another crack at
getting it out,” he said.

The meeting Wednesday —
held in a town that has half the
world’s oil shale resources with-
in 100 miles — felt like déja vu to
some who weathered the boom
and bust of oil shale in the 1970s
and '8os. Many of them urged the
BLM to proceed with caution.

“I think we need to build up
gradually to where we're ready
to expand into commercial.
Stage development is going to
be crucial,” said Gary Aho, who
has worked in oil-shale develop-
ment for 35 years.

The attempt to release some
of the estimated two trillion bar-
rels of oil locked in shale rock
foundered in 1982 when the
costs of trying to mine and pro-
cess the oil was too expensive.

As the BLM prepares to make
160-acre parcels available for re-
search and development and to
add 4,920 acres for commercial
development, energy compa-
nies are coming forward with
new technologies to try to get to
the oil in shale.

The research on those meth-
ods won't be complete in time
for the EIS the BLM is preparing.
That rankles Matt Sura of the
Western Colorado Congress.

“This EIS is unfortunately go-
ing to be irrelevant on arrival,”
Sura said.

" The BLM will hold hearings to-
day atiand 7 p.m. at the Marriott
Denver West, 1717 Denver West
Boulevard, before wrapping up
the public-comment scoping pe-
riod Jan. 31.
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outlines
plan for
reform

Any fix for the $11 billion
shortfall in the retirement
fund will be tough to pass,
a senator says.

By Aldo Svaldi
Denver Post Staff Writer

Reforms are needed to over-
come an $1 billion funding short-
fall at the state’s largest public
pension plan, but anv legiclatizn

Oil-shale plan hammered at forum

Environmentalists and
others who remember the
previous boom and bust
see little call for optimism.

By Greg Griffin
Denver Post Staff Writer

Environmentalists and other Colorad-
ans with long memories criticized a gov-
ernment effort to revive oil-shale produc-
tion on the Western Slope during a meet-
ing in the Denver area Thursday, as in-
dustry representatives generally stayed
quiet.

“There’s no indication today that oil
shale is any more economically viable
than it was on Sunday, May 2,1982,” when
Exxon closed its oil-shale project near
Parachute, laying off 2,200 workers, said

Kevin Markey, who lives near Lyons.

Markey and others warned that the
oil-shale industry took a heavy toll on Col-
orado’s environment and economy, and
said they see little reason to believe anew
round of exploration will be different.

“Even the staunchest advocates of oil-
shale development ... acknowledge that
the development of a strategic-scale oil-
shale industry will have dramatic im-
pacts on the human environment,” said
Joseph Santarella, an attorney for the
Rocky Mcuntain Environmental Labor
Coalition.

The U.S. Bureau of Land Management
is soliciting public comments until Jan.
310n its effort to open to commercial ex-
traction oil-shale deposits in Colorado,
Utah and Wyoming within two years.
Two meetings in Golden on Thursday
followed meetings in Rifle on Wednes-

day. The BLM is rushing to complete its
environmental-impact statement by
summer 2007.

About 70 people attended the after-
noon meeting in Golden, including a few
from the oil industry.

“We're just gathering information,” an
energy-company representative said af-
ter the meeting. He declined to identify
himself or his employer. Of the issues
raised at the meeting, he said, “Thereis a
lot of concern, and a lot of opportunity.”

With gasoline prices rising, extracting
oil from sedimentary deposits, a process
that ultimately proved too complex and
expensive in the shale boom and bust of
the 1970s and early 1980s, is again attrac-
tive for energy producers.

Estimates of recoverable oil in Colo-
rado’s Piceance Basin near Rifle alone to-
tal 1.2 trillion barrels, of a total of 2 tril-

lion barrels of reserves in the state, said
BLM solid-minerals specialist Jim Ed-
wards. g

“Colorado has the thickest, richest and
most barrels of shale oil,” Edwards said.

But those who experienced the boom
and bust remained skeptical at Thurs-
day’s meeting. John Rold of Lakewood, a
former federal geologist, said the eco-
nomics and politics of oil shale remain a
bit of a mystery for oil companies and
the government, and that Edwards’ re-
serve estimates are too high.

“I've often said that oil shale is at least
five years around the corner,” he said,
“and I've been proven right for the last
40 years.”

Staff writer Greg Griffin can be reached
at 303-820-1241 or
geriffin@denverpost.com.
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A Black-Gold Rush in Alberta

With Price of Crude Staying High,
Tapping Into Canadian Oil Sands
Looks Increasingly Profitable

By TAmSIN CARLISLE

Calgary, Alberta

Y BRIEFLY BLASTING oil prices above

570 a barrel, Hurricane Katrina may

have blown away any lingering doubts

among oil producers about the long-

term profitability of multibillion-dollar

projects in the vast oil sands of this western Cana-
dian province.

The supply disruptions caused by the hurri-
cane also may stoke further U.S. interest in the oil
sands as a stable, long-term supply source.

The U.S. Department of Energy estimates that
Canada’s oil sands contain 174 billion barrels of
recoverable reserves—the world's second-largest
oil resource behind Saudi Arabia. But soaring con-
struction costs and high prices for natural gas,
which is used in producing petroleum from the
sticky sands, are driving up the break-even point
for new developments under way or planned for
the northern Alberta region.

Until recently, analysts estimated that such
projects would be profitable as long as the price of
crude was at least $25 a barrel.

Still, it is hard to imagine a scenario in which
an oil-sands project wouldn’t return a profit with
crude at $40 a barrel, says FirstEnergy Capital
Corp. analyst Steven Paget, an oil-sands special-
ist. The price of the benchmark light, sweet crude-
oil futures contract rose $1.98 to $65.09 yesterday
on the New York Mercantile Exchange, breaking a
three-session streak of declines.

With $80 billion of projects under way or in the
planning stages, industry participants forecast that
production from the oil-sands region will nearly tri-

ple to 2.7 million barrels a day by 2015 from one

million barrels a day last year. The U.S. consumes
about 21 million barrels of oil a day.

0il sands are a mixture of grit and a tar-like
grade of crude oil known as bitumen. The deposits
are either mined in massive open pits, or, if too
deeply buried for surface-mining, are injected
with steam to coax the viscous bitumen to flow
into wells. The bitumen, in turn, is chemically
processed to yield an oil grade known as synthetic
light crude, a preferred oil-refinery feedstock that
trades at a premium to most benchmarks, such as
West Texas Intermediate or the Nymex futures.

Prices for natural gas—the fuel most widely
used to produce steam—are about 45% higher in
Alberta than a year ago.

Construction costs include labor, steel and heavy

Black Sands

Three major oil sands regions in Alberta are said to hold the
of Canada world’s largest petroleum reserves outside Saudi Arabia.

Sources: PennWell MAPSearch (pipelines and refineries data); Alberta i’.nergy and Utilities Board;

Alberta Geological Survey; ULS, Geological Survey

equipment. Shell Canada Ltd., a unit of Royal Dutch
Shell PLC, disclosed last month that it has boosted
its cost projection for a proposed 100,000 barrel-a-day
expansion of its Athabasca oil-sands mine by 80%, to
7.3 billion Canadian dollars (USS$6.18 billion).

Even so, the wave of development engulfing

the forested oil-sands. region. has .:g_atl}gr.edj- 50

TR "’

2 [ 0il sands regions-—
.,-,,“ Petroleum, in a semi-solid
! S form known as bitumen,
' mixed with sand.

- Pipelines—0il sands must
: be steam-heated to
separate heavy oils from
& sands before it is viscous
*  enough to flow through

?‘T ordinary crude pipelines.
w

.| | (® Refineries—The tar-like
% substance derived from oil
Sy sands is chemically

g processed to yield what is

known as synthetic light

il crude, a feedstock for oil

refineries that process it

into commercial products.
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much momentum that some say it is unstoppable.

“Really, there is no price scenario that could de-

rail the oil sands, be it oil prices or natural-gas

prices,” says Greg Stringham, vice president of

the Canadian Association of Petroleum Producers.

Recent lofty natural-gas prices aren't sustainable
Please Turn to Page C4, Column 5
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A Blatk-Gold Rush in Alberta

Continued From Page C1
long term, he argues.

Mr. Stringham estimates that the aver-
age cost of producing synthetic light crude
from oil-sands deposits has risen to $22 to
$25 a barrel from $13 to $18 a barrel about
three years ago. His estimates include pro-
duction . from established oil-sands
projects, which have lower costs than do
new developments, in part because they
don’t face inflated construction costsi

Many oil-sands industry participants
are projecting prices of $40 to $50 a barrel
for West Texas crude for the long term.
“It is very difficult to find anyone who
will tell you the price will be lower than
$40,” says Juan Osuna, an oil-market ana-

" lyst with Enbridge Inc., a Calgary pipe-

line and natural-gas distribution concern
that has proposed several large oil-sands-
related projects.

Mr. Osuna notes that pipeline compa-
nies, usually the most risk-averse players
in the energy sector, have recently flocked
to the oil sands. Enbridge’s chief Cana-
dian rivals Terasen Inc. and TransCan-
ada Corp. also have proposed big pipeline
projects to transport more crude oil from
northern Alberta oil-sands projeets to U.S.
refining regions, or to Canada’s Pacific
coast for tanker shipment to western U.S.
refineries or China. -Just last month,
Kinder Morgan Energy Partners LP, a
large U.S. pipeline and energy-storage
concern, offered $3.1 billion for Terasen.

: {

Terasen shareholders are scheduled to

vote on the deal on Oct. 18.

Alberta doesn’t have enough bitumen-
processing capacity to convert all its oil-
sands production into synthetic light
crude, so a lot of bitumen must be trans-
ported to refiners elsewhere in Canada,
or the U.S. for processing. Mr. Osuna

points to Alberta’s short supply of dilu-.
ent—in the petroleum industry, a costly -
substance used to thin out sticky bitumen.
and allow it to flow through pipelines—as.

another factor complicating efforts.to
ramp up production.

Mr. Stringham of the Canadian Associ--

ation of Petroleum Producers says north-
ern Alberta’s tight labor market also
could slow plans to expand production.

Oil-sands producers are working to’

overcorne such challenges. Among other
things, they have been throwing their
support behind several of the proposed
pipeline projects with promises to sign

long-term contracts to ship oil. Some pro--

ducers are testing new oil-sands extrac-
tion technology that would burn bitumen
instead of natural gas to generate steam.

Commodity Indexes Weinestsy, September 14, 205.
NET

YR

CLOSE (HG AGO
Dow Jones-AlG Commodity ... 168284 +2031 143,010
Dow Jones-AlG Spot emwmurne 239,130 +2959 18384
ReUters UK. oo 165435 -6.67 1533.88
Reuters/Jefferles (RB 32166 +3.66 .09

Futures listings appear on page C11.
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The Canadzan leases cost
less than $1 million in *99.
Now they could fetchup
to $541 million. P 0"

By Ian McKinnon 7 “”’
Bloomberg News | q

"Newmont Mining Corp., the
world’s largest gold producer, is
seeking to sell Alberta oil-sands
© leases that may fetch up to $541
million for an investment of less
than $1 million in 1999.

Newmont spokeswoman Deb

Witmer confirmed in an inter-
view Tuesday that the Den-

ver-based ¢company is exploring -

options for its BlackGold leases.
A notice of the offering was
posted on the website of Scotia
Waterous, a unit of Canada’s
Bank of Nova Scotia that’s advis-
ing Newmont.

The company is seeking to
capitalize on surging global in-
terest in Alberta’s tarlike oil re-
serves, estimated to be the larg-

‘est outside of the Middle East,

as oil prices surge and conven-
tional reserves become harder

to find. Oil futures traded in
New York are 43 percent higher
than a year ago after touching a
record $75.35 a barrel on April
2L )

" “There’s now a market for

this stuff;” Richard Wyman, se-

_nior oil analyst at Calgary bro-
kerage Canaccord Adams, said.

in an interview. “Five years ago,
nobody cared” about oil-sands
assets, he said.

Royal Dutch Shell Plc’s Cana-
dian unit agreed on May 8 to
pay $2.2 billion for BlackRock
Ventures Inc.,, or about $3.60

per barrel of reserves owned by
the Calgary-based oil-sands pro-
ducer. Newmont’s reserves may
sell for $1.35 per barrel because
its project is less developed
than BlackRock’s, Wyman said.

BlackGold contains an esti-

mated 305 million barrels of oil
capable of producing 35,000 bar-
rels of oil a day, according to the

‘notice from Scotia Waterous.

The gold producer is willing to

take cash, cash and shares, or

cash and a retained royalty, the
notice said.
High oil prices contributed to

ewmont offermg up oﬂ-sands leases, stands to profit big

Newmont’s decision to explore
options and see what bids it
would get for BlackGold, Wit-
mer said. :

“The oil sands are at a pretty
high value,” she said.

“I's an opportune time to
look at getting the max value
out of it.”

Newmont owns three leases
covering 9,600 acres located
near oil-sands properties con-
trolled by EnCana Corp., Devon
Energy Corp. and Nexen Inc., ac-
cording to the Scotia Waterous
website.




Chevron again eyes Co0l0. shale

00
By Steve Quinn 2 eS¢
The Associated Press 4 ¢

Thirty years after quitting one
of 'the nation’s most promising
yet costly energy resources,
Chevron Corp. wants to take an-
other crack at unlocking shale
oil from western Colorado’s
Piceance Basin.

Chevron announced its return
— which will come with help

from scientists at Los Alamos -

National Laboratory in New
Mexico — on Monday at a petro-
leum engineers conference in
San Antonio.

Oil companies have struggled
for decades to unlock the solid
organic kerogen from sediment
layers ranging from surface out-
crops to deep underground.

Now, with rising oil prices and
instability with overseas sup-
plies ‘making such endeavors
more attractive, Chevron is turn-
ing to chemists at Los Alamos to
determine how this fuel can be
liberated at the molecular level.

Chevron chief technology of-
ficer Don Paul said the venture
with Los Alamos could enable
the company to tap some of the
estimated 1 trillion barrels of oil
locked in the shale, four times
the holdings of Saudi Arabia.

“It's a combination nobody
else has,” he said.

Paul said it could be decades
before any meaningful produc-
tion begins.

Last week, the federal govern-
ment determined that experi-
mental oil-shale works in Colo-
rado by Chevron and two other
oil companies would have no sig-
nificant environmental impact.

Bureau of Land Management

officials expect to award leases
for 160-acre parcels in Colorado |
and Utah that will give the oil |
companies production rights on |
nearly 5,000 acres of adjacent |
land.
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Black gold brings

senators

to state -

Panel to examine oil-shale potential

jBy Nancy Lofholm
DenverPost Staff Writer .

Grand]unction—lnascram
ble reminiscent of the oil-shale

boom a quarter century ago,

would-be shale ‘developers are

promoting plans to bake, micro-
wave, gasify and dig_ up the
rock-locked oil under western
Colorado and parts of Utah and
‘Wyoming. -

Members of the Senate Energy
Committee are coming west to-
day and Thursday to look at

. some of those efforts. A hearing
Thursday in Grand Junction will
examine the potential impactsof
development of a resource that
has stymied energy experts fora
century and dévastated western
Colorado once before.

“Go slow” is the shared mes-
sage that civic leaders and con-
servation groups are preparing
to deliver at the Senate field
hearing. N

"+ “We need to develop these re-
sources in a thoughtful manner
that respects the other econom-
ic, cultural and enyironmehtal
values that contribute to the
Western Slope’s way of. life,”
said Kathy Hall, chairwoman of
Club 20, a coalition of Western

‘ Slope government and business
interests. .

“It’s xmportant that everyone
recognize that this is an industry
in its infancy,” said Bob Randall,
attorney for Western Resource
Advocates, an environmental
law and policy orgamzation.

While local voices urge cau-

uon. the Bush admmlstratlon'

* has been pushing for develop-

ment of areas containing an esti-
mated 1 trillion barrels of 6il —
an enticing promise withoil pric-

-es above $70 a barrel.

* The Bureau of Land Manage-
ment has approved five re-
search-and-development leases
on federal land in Colorado to
give three companies a chance

_to prove they can cost-effective- =
ly produce oil from rock. The oil

is in the form of kerogen, a pre-
cursor of petroleum that hasn’t
yet been liquefied by millions of
years of deep-Earth heat.

Shell Exploration and Develop-
ment Co. has three of those leas-
es for variations of a method of
heating the oil underground.

Chevron and EGL Resources
Inc. have leases where they will
attempt to show they can use
electricity to heat the shale un- -
derground and then use the natu-
ral gas released in that process
to further liquefy the kerogen.

In Utah, the Oil Shale Explora-
tion Co. has alease to mine shale
and cook it above ground — a
method that failed -during the
last boom.

© Oil* companies . without re- )

search leases also are moving
ahead with plans for demonstra-
tion projects. Those companies
will vie for the attention of the
Senate committee, as will those
urging the government to look
at potential impacts before al-

" lowing commercial production.

Staﬁf writer Nancy Lofholm can
be reached at 970-256-1957 or
nlofholm@denverpost.com.
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Oil shale energizes optimism

Salazar: Senate f‘ eld hearmg in Grand ]unctlon today is a good sign

By Nancy Lofholm
Denver Post Staff Writer

Rio Blanco County — Stand-
ing on barren ground that holds
one of the world’s richest but
trickiest-to-access fuel sources,
Senate Energy and Natural Re-
sources Committee chairman
Pete Domenici predicted that
new technology will unlock
that resource and lessen Ameri-
ca’s dependence on foreign oil.

“Ina few years, we will be able
to tell the world we have un-
locked this great, great reserve,”
Domenici said during a tour of
Shell Exploration & Produc-
tion’'s Mahogany Research
Project in the remote hills be-
tween Rangely and Rifle. “There
is great hope that it will work.”

Domenici, R-N.M., and com-
mittee member Sen. Ken Salaz-
ar, D-Colo., were touring the
project as they prepare for a
Senate field hearing in Grand
Junction this morning on oil
shale development.

Salazar was more circumspect
in his predictions for the future
of oil shale, but he said the pres-
ence of the committee chairman
in western Colorado and the
field hearing signal strong inter-
est in Washington in finding a
way to economically develop an
oil shale reserve that is equal to
the national oil supply.

“There is great potential.

Ed Andrieski | The Associated Press

From left, Shell Oil vice president Terry O’Connor walks with
Sen. Pete Domenici, R-N.M., Sen. Ken Salazar, D-Colo., and
state Department of Natural Resources director Russ George
at Shell’s Mahogany facility near Meeker on Wednesday.

Thereis also great risk,” he said.

Calling tourism the Western
Slope’s “gold mine,” Salazar
said any shale development
must be balanced with the need

_to sustain that economy.

“We will not do anything in
the context of oil shale that will
endanger that,” he said.

Shell has been working since
the 1970s on a way to heat the ker-
ogen in shale rock underground

rather than mining the rock and
cooking it above ground —-a
method that proved so costly it
led to the oil shale bust in 1982
when companies shut down mas-
sive shale projects in this area
without producing oil.

Shell is building a football
field-sized “freeze wall” in a test
that Shell vice president Terry
O'Connor said is a crucial com-
ponent of being able to produce

_oil from shale. The wall of under-
ground ice — as deep as 2,000 °

feet and as thick as 300 feet —
would prevent underground wa-
ter from reaching the electric
heaters the company is lowering
deep into the ground to melt the
kerogen. The ice wall, created
by circulating a cooling solution
in pipes, would also prevent con-
tamination of groundwater.

O’Connor said the company
is ready to begin another field
test of its heating method but
cannot go forward until — and
if — the Bureau of Land Manage-
ment approvesresearch and de-
velopment leases on federal
lands where the shale oil is rich-
est. Shell is being considered
for three leases for three varia-
tions of its patented technology.

The research leases for Shell
and three other companies may
be approved as early as this sum-
mer.

Domenici did not answer
questions about how much wa-
ter and energy might be needed
for oil shale development. He
said companies such as Shell
wouldn’t be sinking huge
amounts of money into such re-
search projects if there wasn’t a
strong belief that new technolo-
gies will finally make oil shale a
usable resource.

“I believe they do have a tech-
nology that has great hope for
the future — great hope,” he said.




Photos by Ed Andrieski | The Associated Press

Sen. Ken Salazar, left, attends a hearing of the Senate’s Energy & Natural Resources Committee on Thursday in Grand Junction,
with chairman Sen. Pete Domenici, R-N.M., center, and Sen. Orrin Hatch, R-Utah. Salazar called oil shale’s prospects “tantalizing.”

Oil shale’@s future: boom or bane?

By Nancy Lofholm V’g B
Denver Post Staff Writer 2

Grand Junction — Senate Energy & Natu-
ral Resources Committe'e chairman Pete Do-
menici predicted Thursday that develop-
ment of the oil in shale and sands under west-
ern Colorado and neighboring Wyoming and
Utah will “shake the world.”

Domenici pointedly repeated that phrase
as he led a packed committee field hearing to
take testimony on the prospects and pitfalls
of oil shale development.

Domenici, R-N.M,, linked development of
oil shale to patriotism as he lauded Shell Explo-
ration & Production for sinking $50 million
into a research pzoject that could produce
100,000 barrels of oil a day at a cost of about
$30 a barrel if it moves from its current re-
search phase on private lands in Rio Blanco
County and into commercial development on
federal lands.

Committee member Sen. Ken Salazar,
D-Colo., called the prospect of pulling as
much as 1.1 trillion barrels of oil from shale
“tantalizing,” but he cautioned that past expe-
riences “have taught us to be cautious and me-
tl_mcci'iical when others are impatient and fren-
zied.”

Stephen Mut, left, of Shell Oil testifies on
Shell’s oil shale research, while Chris
Treese of the Colorado River Water Con-
servation District awaits his turn.

“We know that too often we have allowed
the whims of non-Western interests to drive
our development. We neither control the pace
of development nor enjoy its full benefits, yet
we pay the greatest costs and assume the great-
est risks,” he told an audience that was sprin-
kled with “Go slow on oil shale” T-shirts.

Sen, Orrin Hatch, R-Utah, joined Domenici
and Salazar at the hearing.

“North America has a solution that match-
esthe scale of the (supply) problem and is suf-
ficient to meet our demands and needs,”
Hatch said.

Hatch said he feels that laws such as the
Clean Water Act and the Endangered Species
Act that have been enacted since the oil shale
boom and bust of the 1970s and "8os will en-
sure the judicious development of oil shale
this time around.

Other testimony at the hearing came from
county commissioners, state and industry of-
ficials and a spokesman for The Wilderness
Society.

Russell George, director of the Colorado
Department of Natural Resources, warned
that “technological and environmental over-
sight must be rigorous.”

He said his department is setting up an oil
shale task force to prepare for the pressures
of potential oil shale development.

Mesa County Commissioner Craig Meis
said that his growing county stands ready to
do its part to help the nation's energy crunch,
“but we in northwest Colorado will not be a
national sacrifice zone.”

Staff writer Nancy Lojholm.can be reached at
970-256-1957 or nlofholm@denverpost.com.
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New Reserves

As Prices Surge,

01l Giants Turn

Sludge Into Gold

Total Leads Push in Canada
To Process Tar-Like Sand;
Toxic Lakes and More CO,

Digging It Up, Steaming It Out

318
By RusseLL GoLb 22 ‘;‘_‘:‘ g8
FORT MCMURRAY, Alberta—In Feb-
ruary, engineers from French oil giant To-
tal SA fired up colossal drum boilers to gen-
erate steam that will be pumped to a depth
of 300 feet under the frozen ground here. If
all goes well, by May, the steam will mari-

-~ nate a tar-like mix of oil and sand until the

crude begins to flow.

Nearby, Totalwill go after the ml-soaked
sands closer to the surface, scraping away
an ancient forest of spruce and poplars and
shoveling the black soil into two-story dump
trucks. Fully loaded, the trucks weigh as
much as a Boeing 747. Total will then use in-

Heavy Lifting

Venezuela and Canada jump to the top of
the oil patch when extra-heavy reserves are
counted along with conventional sources.
In billions of barrels:

- 132.5
e s
Kuwait [ 101.5
Abu Dhabi [N 92.2
Russia [N 723

Libya J 39.1 M Conventional

! Extra-Heavy
Nigeria [l 35.9
*Amount of extra-heavy ol in Venezuela is a rough
estimate only.

Sources: BP PLC; Oil & Gas Joumal; Alberta Energy and
Utilities Board; Canada’s National Eriergy Board

dustrial versions of giant washing ma-
chines toremove the oil, generating enough
liquid waste to create vast toxic lakes.

Heavy-duty oil-extraction projects like

these are turning Fort McMurray into the
first great oil boom town of the 21st cen-
-tury. A Florida-size section of sandy soil be-
neath the boreal forestin this sparsely pop-
ulated area of Northern Canada is loaded
with bottom-of-the-barrel petroleum.

These deposits were once dismissed as

“unconventional” oil that couldn’t be re-
covered economically. But now, thanks to
rising global oil prices and improved tech-
nology, most oil-industry experts count oil
sands as recoverable reserves. That recal-
culation has vaulted Venezuela and Can-
ada to first and third in global reserves
rankings, although Venezuela's holdings
in extra-heavy crude are a rough guess.
Saudi Arabia is No. 2. Not including the oil
sands, Canada would fall to No. 22. Led by
Total, nearly every major Westernoil com-
pany as well as their Chinese and Indian
brethren are gearing up to go after the de-
posits here. Inall, they plan to spend more
than $70 billion in the next decade unlock-
ing the oil from the sand.

The surging interest in Canadian oil

sandsis stark evidence that the worldisn't
about to run out of oil. Instead, it is run-

- ning low on readily accessible light, sweet
crude—oil that flows like water, has few im-
purities and can be easily turned into gaso-
line. As the good stuff gets scarce, Big Oil
-is turning its attention and pouring money
into extra-heavy crude, such as the giant

Please Turn to Page Al5, Column 1




Contimued From First Page
deposits nenr Fort MeMurray and another
similnr one In Venezuela. __

But heavy oll has blg economic and en-
vironmental druwbacks, 1t costs T;u;e 1o
produce and Lakes more energy to turn
into ghsoline than traditional light oll, Re-
covering and processing Fort McMurray's
heuvy crude releases up lo three Limes as
much greenhouse gas as producing con-
ventional erude. And upgrading It into re-
fined products, such as gasoline or diesel,
will require a gigantic investment to retool
global refineries.

“The light crude undiscovered loday |s
getting scarcer and scaroge,” says Jean-
Lue Guizion, president of Total's Canadian
operations. “We hive to accepl the reality
of geoscience, which is that the next gener-
ation of oil resources will be heavier,™

Total1s making the biggest bet on heavy

cride ol any of the half-dozen international
Western ofl glants, Nearly one-fifth of its
commercial reserves are in heavy-oll belts,
according to oll conseltant Wood Macken
Zie, a larger partion than any of its Western
rivals. I1s stockpiie of heavy-oil reserves s
second only 10 that of Exxon Mobil Corp.., 4
company thit is more than twice as large.
Total has spent years developing the com-
plex technology needed to extract oil from
lar sands in the frigid environment of
Narthern Canada. o much heat is required
o separate the all from the tar that Total
brielly floated the fdea of buikling a nis
clear-power plant there,

The rush into the oil sands also has
turned o loagstanding beliel about fossll
fueds and the environment on its head. For
years, environmenlalists have argued
thist higher gusoline prices woulkl be good
for thee Karth because paying more at the
pump would promote conscrvittion, In-
stead, higher epergy prices have un
leashed a bevy of heavy-oll projects that
will increase emissions of carbon dinxide,
suspected of cansing global warming.

“Asoll prices hivve gone up, you gelthis
Increased desire to et out onto the new
frontiers of al,* says Mario Raynolds, ex-
coutive director of U Calgary-based Pem-
bisi Institate, an energy and environment
ink tank. “We're now getling (nto (he

sources of oll anywhere.”™ To be

Bure, rising energy prices have spawned
more inlorest in renewable fuel

hut those investments pale in comparison
1o what's going on here,

_Canidn, which exports more ail 1o the
LS. than an uther country, already is
having INIIIIL meeling s pledge o et
€Oy emesions bargely beciise of 1ts misty.
oaming heavy-oll produrtion. By 215,
Canada s Fort McMurray region, popula.
then 61,000, s expectio o emit more green-

thin Detumark, o vountry of

Oil Giants ’Ihr S|

k
o

MATHIE

There is a cost to it, but the benefits are
substantially greater,” he said.

Environmental groups are increas-
ingly critical of the government's relue-
tunce o regulate the oll sands. “The pace
of development is outstripping our ablity
to manage the environmental Issue,” suys
Mr. Raynolds of the Pembina Institute.
“Our unwritlen energy policy is dig it up
and sell it as fast as
possible.”

The remarkable
properties of Fort
McMurray's ol
samls have been
known for centu-
ries. Native tribes
mixed the tardike
substance with tree
S4p o waterproof
Iheir canves. In the
960s, companies
now known as Sun-
cor Energy Inc. and
synerikle  Cannda
Lid,, & vonsortium of ol compunies,
apened oll-sands mines in the area. Both o
erallons stumbled through periods af low
oll prices bul are now rapidly expanding.

When oll was trading at $12 a barrel in
the Late 19908, Big O1) had Httle interest in
oll sands. But surging energy prices have
made heavy.oil investments significantly
more attractive. If costs sbout 525 4 harrel
t0 produce crude from Canada’s oi] sinds,
in acceplable cost when oll s trading for
§60 a barrel, By comparison, it can cost as
[tthe as ubowt $5 a barrel to produce erude
in the Middle East and $15 in the deep wa:

ters of the Gull of Mexien,
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For Paris-based Total, the  workl's
(ift-largest publicly traded NPTy com:
pany by market capitalisation, the il
sunds play to il strongths, Total had its
FOOLS as i refiner ruther thin an explor-
tion and production company. (M sainds
wwrnh fid bt huardd 1o

8 it formy (nto beavy ofl was |
'.‘itnm::u's mm belt. In Ig?, the cm:-l
pany s ginnt §4 lon Sineor project there

i producing miarket-grade crude. Sin-
cir, whikeh Tolal owns WLl Norwiny s Stigol|
ASA and Petrieos de Venezoels SA, now
pmgllh;:;u 180 40 T“ of od) o day.

same year, Total opened an office in
Calgary 1o determine if o stmilsr Inmvesy-
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Thtal bs making the bigirest beton beavy
erude of any of the talf-dogen Imu'n:lh?n
Wostern ofl glunts, Neardy one-fifth of {is
commercinl reserves ure in heavy-ofl belts,
according o ofl consyltam Wood Macken:
e, & larger portion thun any of its Western
rivials, Tix stockplle of eavy ol reserves is
second anly to that of Exxan Mobil Cory., &
company that is more than twice as large,
Total has spent years developing the eom-
plex techinolagy needed (o extret oil from
tar sands in the frigld eavironment of
rn Cunada. So much heat is required
0 separate the ol fram the tar that Total
briefly floaled the |dea of building a nis-
cleir-power plant there.

The rush into the oil sands also has
turned & longstanding beliel about fossil
fuels and the environment on its head. For
Years, environmentalists have argued
that higher gasoline prices would be good
for the Barth because paying more at the
pump would promote conservation. In-
stead, higher energy prices have un-
leashed a bevy of heavy-oil projects thit
Wil increasa emissions of carbon dioxie,
suspected of causing global warming.

“Asoll prices lave gone up, you get this
Inereased desire to get out onto the new
{rontiers of oll,” says Murlo Raynolds, ex-

ecutive director of the Calgary-based Pem-
bina Institute, anenergy and environment
think tank. “We're now getting into the
dirtiest sources of oll anywhere.” To be
sure, rising energy prices have spawned
more interest in renewable fuel sources,
but those Investments pale in comparison
to what's golng on here.

Canada, which exports more oll to the
IS, than any other country, already Is
having trouble meeting its pledge to cut
O, emissions largely becuuse of its mush-
roaming heavy-oll production. By 2015,
Canada’s Fort McMurray regton, populi-
thon 61,000, is expected o emitmore green-
nouse gases than Denmark, & country of

5.4 million peaple. -
Canada's northern ferest contains at
least 174 billlon barrels of recoverable
heavy ofl, equivalent t five years® supply
for the planet, according Lo the Alberta En-
ergy and Utilities Board. Venezuela has per-
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Ingly enticul of the government's relic.
tince 1o regutate the ol sinds, “The pace ﬂ
of development bs outsteipping our ability
Lt anage the environmental USAYS g
Mr. Rayoolds of the Pembinn Institate. of
Dur unwritten energy palley Is dig it up ™
and sefl i1 us Tast g
possihle. ™ "
“!‘ remnrkihie al
propertles of Forg h
McMurray's ol
sinds  have  been “!
known for centy I
ries. Native tribes o
mixed the tordlike {

substance with tree
sap 1o wilerprool
their canoes. In the 1
1 1G0s, companies
- oW Known s Sun-
Joan-Lue Guistow  cor Energy Ine. and
e Svnenade  Candi
bd., a consortium of oll companies,
opened oll-sands mines in the area. Bothop-
eralions stumbled through periods of low
ol prices bul dre now rapldly expanding,

When oll was trading a1 $12 2 barrel in
Lhe Late 19905, Big O hod litte interest n
oll sands. Bul surging eneryy prices have
made heavy-all investments significantly
more attractive, It costs about $25 a harrel
Lo produce crude Trom Canndie™s ofl sands,
in acceplable cost when oll is trading for
S50 1 bureel, By compurison, It can cost as
It as about 85 & barrel o produce crude
In the Middle Iast and $15 in the decp wa
ters of the Gulf of Mexicn,

For Parts-based Tolal, the workd's
filth-lurgest publicly traded energy com-
piny by muarket capilalization, the oil
siands play to its strengths. Total had its
roots as & refliner rather than an explora-
tion and production company. Ol sands
were easy to find bul hard to process.

Total's first fomy Info beavy oil was in
Venezueln's Orinoco bell. In 1997, the com-
pany s gianl $4.2 billlon Sincor project there
began producing market-grade crude. Sin-
car, which Total owns with Norway's Statoil
ASA nnd Petrdleos de Venezuela SA, now
produces 150,000 barreds of oll & diy.

Thesame year, Total opened anoffice in
Calgary to determine If a similar invest
ment was warranted near Fort MeMurray.
It was soon clear to Total engineers hrought
n from Stncor that Canadian oil sands were
more technically difficult than Veneruela's
heavy-ail belt. The key difference: The
heavy oll in Venezuela was quite warm and
flowed easily, albelt slowly, while in Can-
ada the oll-sand mixture had the look and
consistency of tar-like Play-Doh. But Can-

ada was adtractive because it offered a ha-
from politically unstabie ofl hatspots.

with the financially struggling Gull Can-
Resources Lid, on o promising
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the geology of Argentina. [n 201 sben he
mﬁﬁmmruﬂt Can ..,;E..-,;-,,
he flew into Fort McMurray to se

il sands were about. Having wii

the look and feel of oil flelds. Buthben
visited Syncrude's mine, whege
cranes scooped up the ofksoakedi

fabbergasted. “It was unother wird,” the
Heyear-old Mr. Guiziou says.

I some places near Fort MeMigra h:e
ol sands are close (o the surface md cin be
mined. But at Surmont, locited shutheas
of Fort McMurray, the oil sands §re 1.200
feet undergmund, far too deep for §mining
operation. The partners in the Yenture
needed to fnd o way to get the ol

The solution was steam. In 1974 Roger
Buller, an engineer with Imperial Qi L4,
an independent company mojoritgowned
hy Exxon Mobil, hit on the iden of rilliing
two wells that start off vertically. then
slowly bend until they are horizomal and
located oneon top of the ather, The pwell
would pump steam into the reservolr while
the other pumped oll out.

Surmont was to be Total's and Cénoco’s
first venture with the technology, sginlute
137 they started small with a 1,00-bar-
rel-a-aay pilot. They pumped stead down
i pipe laced withmillions of Uny sli, each
no wider than the thickness of i plodg of -
per. The initial resulls were encovbaging
but expanding into i full-scale proj&et took
severdl more veurs. |

One pressing issue: Soversl @mpa-
nies, Including Paramount Resburces
Ltd., were producing natural gas from o
shallow underground zone above fhe oy
sands. Tofal and its partner convimed an
Alberta regulatory body that e gas
project threatened the much largernil de
POsit, The theory was that if the gof were
allowed tobe pumped out, the stea mgham
ber would fose pressure and Surmant

Eh iy
Industry for years, e wWis accis .I'I
rih i m but not the biggest in the
buckets ﬂﬂ]lﬂh]ﬂﬂfﬂmlﬂl 100 torg, hewas:

At Surmont, Total was merely an in-
irumrwitbm .
CeSSOr romparnies '
Last year, the French company went
from being an investor to a full-fedged
participant in the oil-sands hoom.

In September, it bought Deer Creek En-
ergy Lid. for $1.6 billion, acquiring Its only
significant asset: a glant oll-sands project
cilled Joskyn north of Fort MeMurray. Onee
fully developed, Joslyn is expected o yleld
20,000 barreis a day for decades. Total
plans to produce oil from Joslyn by both min-
ing and by shooting steam underground,

Becoming an operator, Mr. ‘Guiziou
needed to confront environmental prob-
lems as Total expanded its heavy-oll hold-
Ings in Canadi. Mining ofl sands generates
enormous volumes of Houid waste that are
stored In toxic lakes that have concentri-
ons of naturally occurring naphthenic
aetd, an odorless Hauid used to help paint
dry quickly. The prospect of cleaning lp
these inkes s "daunting,” the Canadian Na-
tional Energy Board, a federal reguistory
body, nited In a 2004 report. “There |$ ctir-
rently no demonstrated means to reclaim
fluid fine tallings,” it said,

Since the likes are likely 1o be sround
for years to come, Mr. Guiziou is warking on
il plan that will result in smaller lakes. He
hopis to Install 4 new techmology al Josiyn
thant will suck out water and legve o smaller
volume of witste lnced with metils before i
Is dumped in the lakes. But he said the tech
ROlOEY “needs to e proved a1 (e inds striad
scale.” Total expects to conduef & Lest lnter
this year ot o nedghbortig facility.
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- would have to be scrapped. In  landmark

« An Alberta regulatory body or-
e ed 146 gas wells shul off in 2000,
*n he In December 2003, Total and Conoco-
N;%. Phillips decided (o build the first phase of
llm nt. The steaming is slated to begin
» tater this year, with production expected
04 10 to grow 10 27,000 barrels a day next year,
nhe  Future expansions could bring it to
niant 200000 barrels a day—a good-size oll
N In  field but not the biggest in the area,
wwas Al Surmont, Total was merely an in-
® the  vestor with ConocoPhillips and its prede-
Cessor companies operating the project.
the  Last year, the French company went
be  from being an investor to a full-fledged
L participant in the oll-sands boom.
3 () In September, [t bought Deer Creek En-
FARNg  ergy Lid, for S1.6 billion, acquiring its only
e Myre  significant asset: a glant oll-sands project
o ciilled Joslyn north of Fort McMurray, Onee
-ﬂ%r fully developid, Joslyn 15 expected o yield
Al 200,000 barrels a day for decades. Total
fni¥%ed  planstoproduce oil from Joslyn by both min
i Mg  ingand by shooting stesm underground.
Flmn Becoming an operator, Mr. Guiziou
IZoTRS|  peeded to confront environmental prob
i‘hﬂﬁ: jems s Total expanded Its heavy-oll hokd
V0 ings in Canada. Mining otl sunds generales
1 enormous volumes of Liquid wasle that are
ndt stored in loxie lakes that have concentra-
By 50 tions of naturally occurring naphthenic
a1 aeld, an odorless liguid used to help paint
;S:Eq;ll dry quickly. The prospect af cleaning up

afi tionil Energy Board, a (edernl regulatory

?I:m hady, noted in & 2004 report. “There Is cur
. : rently no demonstrated means to reclalm
orgl g Thudd fine tadlings.” It said.

Since the likes are likely to be around
for years to come, M. Guiziou is working on
a pian that will result in smaller lakes. He
hopes o install o new technology at Josiyn
Urat will suck out witer and leave a smaller
wetume of wiiste Inced with metids belore |t
is dinped (h the lakes. But he sald the teeh
polofry “needs 1o be proved at the industrinl
seale.” Total expects W conduct & test laler
thils year ot o netghboring faciiity.

there is a strong economic incentive for Al-
berta's free-market-oriented government
Lo et oil-sands development gallop ahead.
Alberta added nearly 26,000 Jobs In re-
source extraction in the past two years.
That 25% jump helped drive the province's
unemployment rate down to 3.1%, o
di-year low, according to the government.
For the first time, every Albertin recelved
a4 A0 Canadian-dollar ($340) check from
the government earlier this year from an
unexpected fiscal surplus.

Total and other oil companies are con-
tinuing to announce new oll-sand projects
und shovel money into the region. Earlier
this month, Chevron Corp. said it planned
to spend “billions™ to tum 75,000 acres into
a 100,000-barrel-a day field. And last week,
Royal Dutch Shell PLC said It had spent
nearly $400 milllon to lease 219,000 aeres
westol Fort McMurray, shattering records
for public-dind leases.

In February, Total moved quickly to
file the regulatory permit for Joslyn o
move to the front of a growing quene of
projects, With all the development, eVery-
thing is In short supply, including steel,
energy to power the projects, fresh water
and skilled construction workers.

Some projects could end up being |
delayed for vears. "I's like you've gnt
one door frame and the Three Stooges
irying to get through at the same
Ume, " snld Tom Ebbern, executive man-
aging director of Tristone Capital, a Cal-
gury-bused Investment adviser. “With-
oul G douht, we can become the next

Soudi Arabla but it will fake 10 years
lonigen W the market (hinks ~
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Total May Use.

Alternative to Costly Gas
Is Sought for Canada Fields;

Fear of Environmentalists

By Davip Gavtien ViLLans
Do Jones Newswires

PARIS~French oil glant Total SA,

amid riging oil and natural-gas prices, is
considering bullding a nuelear power
plant to extract ultrabeavy ofl from the
vast oll-sand felds of western Chnida.

This comes as oil prices—driven ¢ven
higher by Hurricane Katrina and now the
thrent of Hurricane Rita—nre removing
lingering doubts about the long term prof-
itability of extracting the molasseslike
form of ofl from sand, despite the fact
thit the output Is much more expensive
1o produce and to upgrade than Is conven-
tional crile.

At the same time, prices of nulural
gas—which oil-sands producers have re
lied on to produce the stéam and electric
ity needed to push the viscous oil out of
the ground —have risen 5% in the past
vear. That is prompting Total. which
holds permits on large fields in Alberta
that eomtain oil sands, to consider build-
ing its own nuclear plant and uSing the
energy produced (o get hé job done,

Despite the attriction of abundant
glectricity, Industripl compuanies have
been reluctant 1o Install nuclear devices,
however small, on their premises be-
cause of safety and cost cancerns. Small
nuclear reactors have been used for pur-
poses other than generating commercial
electrieity, but mainly to power ships-—
sithmirines, icebrenkers and diveralt coar-
riers, for example.

A notable exception was the Soviet
Unlon, which bullt four small nuclear res
ietors Al Bilibino, Inside the Arctic Cir-
cle, in the mid-1870s o operate o gold
mine. The plant still 18 0 operation.

Even now, desplte wanting to cut pro-
duction costs, few oil-sands producers
have been willing to talk openly about

the nutlenr possibility for fear of
riedbipmser ty ar of prolests

doesn’t bring back yood in Al government of said fhst
berta. where In the 19508 U.S. and Cana-  although mﬂummmﬂmm
(an sesentists booked (nlo e plants in the province. there Is no morsto-
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Total’s interest is the latest sign that

nuclear energy is making a global come-
hack. Finland commissioned 4 new reac-
tor {n 2004, the first such order tn Western
Europe in L3 years. France has chosen &
site In Normandy where a reactor will be
buiit. The 1.S, hasn't commissioned &
pew nuclear plant for three decades, but
the Industry is talking seriously ahout a
revival, encouraged by the Bush adminis-
tration and the rising cost of fossil fuel.

In Canada, Total holds half of an oil-
sands permit (n Alberta and has secured
more heavy-oil acreage with the pur-
chase of Deer Creek Energy Ltd., located
in the same western provinee, Total said
it plans to invest $7 billion in Deer Creek,
on top of the §1.4 billion 1t expects 1o pay
for the company. The company says il
contld one dayv. produce 200,000 harrels of
heavy crude a day, close 10 §% of Total's
current global outpul.

Canada’s ofl sands contain 174 billion
barrels of recoverable rteserves, the
woril's second-largest oil resource be-
hind those of Saudi Arabia, according to
Canadiun government estimates,

(il sands, a mixture of gril and &
tarilke grade of crude oil known as hity-
men, were discovered more than a een-
tury ago but have been considered eco-
nomical to produce anly in recent vears
is the price of oil has surged. In addition
[0 nuclear power, producers are consicler
ing burning oil-sands residue and conl as
alternatives to natural gas to make the
steam needed for extraction.

Mr. Darricarrére sald a nuclear
power plant would help Total comply
with tougher constraints on carbon diox-
Ide and other so-called greenho
emissions. Although they generate toxie,
radisactive waste, nuclear reactors don‘t
emit greenfouse gases thal scientists bi-
lieve contribute 1o giobal warming.
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rium on nuclear energy. “We don’t favor
one form of energy over another,” Said
Alberta Energy Ministry spokeswoman
Donna MeColl. “We let the market de
cide.”

Atomic Energy Canada Lid., the Cana-
dian government-owned nuclear-power
developer, has proposed bullding & re
gional nuclear power plant in northern
Alberta to provide electricity and steam
o oll-sands projects, according o com-
pany spokesman Dale Colfin. He said the
proposal has been received with “great
interest™ by Alberta oll-sands producers.

still, Jerry Hopwood, Atomic Energy
Canada’s general manager of product ap-
plications, sald it would take several
yeurs to get a regulatory application on
the table. Among olher hurdles, any new
nuclear project in Canada would face TiE-
orous environmental serutiny, from both
provincial and natlonal authorities,

atch reviews also woulld apply to any
application for a Total nuclear plant.

I'm not confident that the public in Al

berta would be supportive of opening Al-

berta to the nuclear industry,” sald Dan
Woynillowicz, an oll-sands expert with
Pembina, an environmental policy re-
search institute based in the province.

Mr. Darricarrére said Total is relying
on Areva SA, the French state-run nu-
clear engineering company, to define
what type of reactor might suit its needs
in Canada. Research Is focusing on a
dedicated reactor significantly smaller
than those used by utility companies o
produce electricity for large ity grids.

Areva sild discussions with Total are
centering on a new type of reactor,
known as o High Temperature Reactor,
with a capacity of around 500 megawalls,
about a third of the sige of a traditional
reaclor, Areva also has been approached
by other oll companies but discussions
ire mos! advanced with Toial, Jean-
Jacques Gautrot, Areva's director for in
ternational operations amnd markeling,
Salil.

A spokesmin for Imperial Ol Lid. of
Canada, an affillate of Exxon Mobil
Corp., which operates some of (he
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Pushing for Petroleum
Oil-sands production has doubled...

Canada’s production of bitumen and

synthetic crude ol from oll sands
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And fast becoming Canada’s leader

Canada's projected total crude-oil
production

4.0 million barrels a day
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world's largest oil-sands operations, sald
it looked Into the nuclear option In the
past but didn’t pursue it because of cost
and technology challenges.

Shell Canada Lid. said It 1sn't consid
ering nuclear power as part of its oll

sands plans. Rather, the company said it
I$ looking into the possibility of turning
asphaltene, very heavy oll, into gas to

save on its natural-gas bill,
Tumsin Carlisle in Calgary, Alberta,
confributed (o this article.

1



L " e

e —————————

Alberta’s Draw: Oil ?ﬁ

Petroleum-Thirsty Nations and Investors M'
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By TamsiN CARLISLE

Caigary, Alberia

( :Ill!\ih. INDIA and other foreign

investors are llocking o Alberta

to snatch up massive petroleum

reserves trapped within the Western Ca-

nadian province's oll sands. But the lure
1SNt just the oll itself.

The forelgn Investors are also chas-
ing the chance o acquire or develop
heavy-oll technology in a world where
new big supplies of traditional light
crude are becoming hard (o find.

Increasingly. the world's ol supply 1s
tlting toward stickler, or “heavier,”
grades of crude. Typically, heavy-crude
deposits are easier to locate than undis
covered light-crude pools, but the oil they
contain 18 more difficult and costly o
extract, transport and process into fuels
like gasoline and diesel.

The tilt comes as growing global de-
mand, especially [rom the U.S. and rap-
idly developing nations like China and
India, has led to a doubling of ol prices
in about two years. The price gains and
advances in squeezing fluels out of
heavy oll have made it & more economi-
cally viable alterniative to meeting the
world’s growing energy needs.

One of the heaviest types of ail is bitu
men, & tardike crude found mixed with
grit in Alberta’s oil sands. While oil sands

emerging technology and
handling ultra-heavy cost,

Canadian and international energy
companies are prepared (o pour as much
as 100 billion Canadian dollars (USSSE.7
billion) into oil-sands development over
the next 10 years, if all the announced
projects are built. Canada’s top oil-indus-
try research investors spent a total of
(5272 million on research and develop-
ment in 2004, according to Research Info-
source Inc., of Toronto.,

Some of the world's biggest multina-
tional oll companies see opportunities else-
where for applying oil-sands technology
developed in Canada. Total SA of France,
for example, is in negotiations with the
Venezuelan government over plans (o ex
pand an existing ofl-sands project in that
country. While Venezuela's sands contain
heavy oil, which is a less-viscous grade of
crude oil than bitumen, Total may seek to
apply some of the improved production
techniques itisdeveloping in Canada. sald
company spokeswoman Patricia Marie.

China has been sending trade mis.

China Plans to Curb Oil, Coal Use
Despite Expected Demand Growth

By Sual Oster

MNG—-ﬂun:}t:ﬁ world's second-
fonsumer , wims o cul its
and -m“gﬂmﬂcy and increase

ergy prices could leave the economy
vulnerable to price surges on the globul
market, potentially sparking inflation
and social unrest. Meanwhile, pollution
his surged because of the rising num-
bers of cars on the road snd the coun-
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éek Tools for Tapping Heavy~ _ 1

sions to Alberta regularly for a couple
of decades, but made two modest ofl-
sands investments only last year. A Chi-
nese government official at the time
cited interest in securing both new oll
supplies and oll-sands technology.
China's go-slow approach to invest-
ment IS more consistent with gaining
technology than securing supplies for its
own immediate needs, analysts say. For
one, it s unlikely that much oll will be
piped west from Alberta across rugged
mountain ranges to Pacific Coast export
terminals any time soon. For the foresee-
able future, the upper limit to Canadian
ol exports to China will be a modest
200,000 barrels a day, or half the capacity
of one of two proposed multibillion-dollar
pipelines that would carry oil from Alber-
ta’s main pipeline hub to a deep-water
port in northérn British Columbia. The
other hall of the pipeline’s capacity is
expected to be earmarked for shipments
to the U.S. via West Coast tankers.
The two pipeline proposals are compet-
ing for backing from Alberta oil-sands pro-

¥

___‘,'

More likely, he reckons, China will
build pipelines to import more oil from
its Asian neighbor Kazakhstan, and
that it will invest heavily in new technol-
ogy for producing and processing its
own untapped ofl resources.

One area of technology with Chinese in-
volvement is carbon gasification, a pro-
cess that can use fuels like coal to power oil-
sands operations with less polluting sul-
phur emissions and without burning
pricey natural gas, as is currently used.
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One project, the proposed CS10.7 bil-
lion Northern Lights oil-sands project, Is
e owned by Synenco Energy Inc. of
Canada and 407 owned by China Petro-
leum & Chemical Corp., known as Si-
nopec. In a recent presentation, Steve
Gilliland, Synenco’s executive vice presi-
dent, operations, said the company plans
to invest CSL.7 billion in bitumen-process-
ing and carbon-gasification at Northern
Lights over several years, while roughly

(3800 million would be spent on oil-
sands mining and bitumen extraction.
India and Japan have also recently
sent delegations to Alberta to kick tires
in the province's oll sands, with both
teams visiting provincial government
scientists at the Alberta Research Coun-
cil. During his visit, an Indian govern-
ment official said India is interested in
investing as much as $1 billion in Cana-
dian oil sands In the next 12 months.
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Main ldentity

From: "Mark Schofield" <mark@wccongress.org>
To: "Mark Schofield" <mark@wccongress.org>
Sent: Thursday, May 18, 2006 11:01 AM

Subject: WCC members - oil shale is coming!

Dear Western Colorado Congress member —

Ready or not, oil shale development is coming to western Colorado. Please read on to learn about
three concrete actions you can take to protect and enhance your quality of life in the face of this
threat...

If you were here for the last oil shale boom and bust of the early 1980’s, then you know the disastrous
impacts that full-scale development can bring to our communities, our air, and our water.

The federal Energy Policy Act of 2005 directs the Bureau of Land Management (BLM) to move
aggressively on commercial leasing of the oil shale reserves in Colorado, Utah and Wyoming as soon as
2007 — long before new technologies, which may ease some of the worst pollution problems, can be
evaluated.

Given oil shale development’s impacts to land, air, and water, this rush to full-scale extraction spells
trouble for communities on the Western Slope. Actually producing energy from this oily rock using
existing proven technologies requires open pit mines up to 2,000 feet deep, five barrels of water for
every barrel of oil, and the consumption of energy equivalent to at least 40% of the energy ultimately
captured from the shale! Because half of the world’s oil shale is within 150 miles of Grand Junction,
our region will truly be ground zero for the resulting impacts of development.

But WCC is not waiting until the impacts arrive. We’re starting to organize local residents who don’t
want another boom and bust imposed on their towns. Qur demand is that if the federal government
and corporations are going to proceed with oil shale development, then they must conduct it in a
way that protects our communities and environment.

~ This is a new campaign for WCC, and it will require fresh resources and leadership from members. Here

are three ways you can help get this campaign moving:

1) Spread the word about the new WCC Oil Shale Organizer job opening

Western Colorado Congress seeks a full-time organizer for our oil shale campaign. This organizer will
implement a two-year campaign to protect community values and environmental health in the face of
likely large-scale development of oil shale in western Colorado. A full job description and application

instructions can be found at www.wccongress.org. Deadline is June 2" (or until the position is filled).
Please pass this information on to anyone who you think might be interested and qualified.

2) Join the hiring committee for the WCC Oil Shale Organizer
WCC members fulfill vital leadership roles in all aspects of the organization, including the hiring of

- staff. Would you like to be part of the team that reviews candidates and selects a dynamic organizer? If

so, please contact Mark at 970-256-7650 or mark@wccongress.org as soon as possible.

3) Attend the June 15t public hearing on oil shale with Senators Salazar and Domenici

In a rare opportunity to interact with several national elected officials here on our home turf, the public
can take part in a hearing with members of the U.S. Senate Committee on Energy and Natural
Resources. Senator Ken Salazar (CO) and Senator Pete Domenici (NM) will be taking testimony on
issues surrounding oil shale development. Please attend to voice your thoughts, connect with other

21-May-06
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concerned citizens, and learn more about this looming threat. Here are the details:
Oil Shale Public Hearing with U.S. Senators

Thursday, June 15t

10:00am — Noon

Grand Junction (exact location TBA)

For more information, call Western Colorado Congress at 970-256-7650.

Thank you — Mark Schofield, WCC Director of Organizing

Mark Schofield, Director of Organizing
Western Colorado Congress
970.256.7650 - office

970.250.8515 - cell
WWW,.WCCONEress.org

21-May-06
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A truck passes a settling pond last year at the Syncrude oil-sands prbject in Fort McMurray, Alberta,
Canada. Alberta’s oil sands are estimated to contain 175 billion barrels of recoverable oil. |

Companies are paying record prices for undeveloped
land in Alberta to tap huge oil-sands petroleum depos:ts

By Ian McKinnon ,,L 9,6

Bloomberg News

anada’s hottest piece of real estate

isn’t much to look at, a mix of

swamp and scattered spruce and
pine trees in northern Alberta.

Underneath the muskeg lie the oil
sands, by some measures the world’s larg-
est petroleum reserves outside Saudi Ara-
_ bia. To tap the deposits, companies such
as Royal Dutch Shell Plc are paying record
prices for undeveloped land. Already this
year, the province of Alberta has raised
more money from oil-sands leases than
the record amount earned in all of 2005.
The oil sands have “become the Beverly

Hills of the oil patch,” said Gregg Scott,
president of Calgary-based Scott Land &
Lease Ltd., Canada’s biggest land broker.
“This is the most high-profile play I've
seen in my 24 years as a broker.”

Producers such as Shell Cana-
da Ltd., the Canadian arm of
Royal Dutch Shell, are search-
ing for new sites to develop oil
sands as Asian countries buy
more fuel and the U.S. seeks
supply alternatives to the Mid-
dle East. U.S. Treasury Secre-
tary John Snow toured the oil
sands last year, the first visit by
aTreasury secretary to Canada
in two decades.

Oil companies will spend
about $63 billion U.S. in the
next 20 years to boost output in
Alberta, according to the prov-
ince’s Energy Ministry. Part of
that will be spent on new sites.

Synenco Energy Ltd., devel-
oping a $4.5 billion project with
China Petrochemical Corp.,
also known as Sinopec, kicked
off the rush in September by
paying a then-record $65.3 mil-
lion for 22,763 acres. Calgary-
based Synenco paid 3,298 times
the minimum price of $19,780.

“We were quite nervous

> See OILon 4C

Jerry Cleveland | Denvcr Pnst file

“There’s a bit of
a mentality in
the industry that
if you don’t have
the land, then
you're short of

luck.”

Wilf Gobert, vice chairman,
Calgary real-estate brokerage
Peters & Co, and oil analyst; land
rich in oil sands, such as the
handful above, is fetching record
prices from oil companief.

SUNCOR BETS BIG: OIL REFINER TO INCREASE OIL-SANDS CAPACITY IN COMMERCE CIT{ >4C

|



Global crude-oil reserves
In bf.’/ioné of barrels

ga_t_ldi Arabia

. 259
Canada
175
Iran !
i 2126 |
Irag : 98 parcent
i - 115 of Canada’s
reserves are
Kuwait in the form
" 07 of oil sands
United Arab Emirates
i 92
Venezuela
o 78
Russia
60
Libya
.36
Nigeria
25
United States
23

Sources: Canadian Assaciation of Petroleum
Producers; 0il & Gas Journal

Thomas McKay | The Denver Post

Suncor boosts
Colo. refinery
for oil sands

By Steve Raabe

OIL: Companies snap up Alberta land’

<CONTINUED FROM 1C

about it,” said Todd Newton, Sy-
nenco's 43-year-old president.

He found out Synenco got the
land after hearing “a loud whoop-
ing sound” from the desks out-
side his office, where employees
were monitoring the govern-
ment website.

That exuberance hasn'’t abat-
ed. A record for a land package
was set Feb. 8, bringing Alberta’s
total for oil-sands land sales to
$736.3 million from three auc-
tions this year. That eclipsed the
old record of $376.7 million set
in 2005 from 21 auctions, accord-
ing to provincial government
data.

Alberta’s tarlike reserves cov-
er an area almost as big as Flori-
da. The oil sands, about 500
miles north of Calgary, are esti-
mated to contain 175 billion bar-
rels of recoverable oil, second
only to Saudi Arabia’s 259 billion
barrels, according to the Canadi-
an Association of Petroleum Pro-
ducers. The oil sands have
helped Canada become the big-
gest supplier of oil to the U.S.

Producers and land agents,
used by some companies to dis-
guise their identities, paid $754
per acre for leases this year, al-
most double the amount paid
last year.

Oil-sands output in Alberta is
forecast to triple to about 3 mil-
lion barrels a day in the next
nine years, according to a report
from Calgary brokerage First En-
ergy Capital Corp. in December.
That would almost equal the cur-
rent output from OPEC mem-
bers Algeria and Libya com-
bined.

Compared with multibillion-
dollar investments to build a
mine and a refinery, land is the
cheapest cost for oil-sands
projects, said Wilf Gobert, vice
chairman of Peters & Co., a Cal-
gary brokerage.

“There’s a bit of a mentality in
the industry that if you don't
have the land, then you’re short
of luck,” said Gobert, an oil ana-
lyst for more than 30 years.

Some clients were “blown
away” after losing land auctions
to bids triple their offers, land
broker Scott said. Some proper-
ties sold this year aren’t in areas
with proven output, so the land
rush depends on owners being
able to economically produce oil
from these leases, he said.

If the deposit is less than 250
feet underground, the oil can be
extracted through strip mining,
which can cost $21.75 a barrel,
compared with $10.44 for tradi-
tional pumping. If the reserves
are deeper, companies inject

steam into the ground to soften
the heavy oil, or bitumen, to ex-
tract it. .

to use the expensive methods be-
cause they’re confident the
projects will be profitable as ris-
ing demand boosts prices,
Gobert said.

Most oil-sands deposits are |

economically feasible as long as
oil prices are higher than $30 a
barrel. A barrel of crude oil cost
$61.48 on London’s ICE Futures
exchange at Monday’s close.
U.S. markets were closed Mon-
day because of the Presidents
Day holiday.

Even if these projects are nev-
er developed, there is one clear
winner from the land auctions:

the Alberta government and the |

province's taxpayers.
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Companies are more willing |

Denver Post Staff Writer

Suncor Energy Inc. has placed
a-$390 million bet that doughy
Canadian oil sands will play a
key role in Colorado gasoline
supplies.

That's the amount Suncor is
spending at its Commerce City
oil refinery to meet new environ-
mental regulations and to in- |
crease its capacity to process oil |
sands from Alberta.

Suncor is Canada’s second-
largest producer of petroleum
from oil sands.

Improvements at the Com-
merce City refinery will enable
Suncor to increase oil-sands re-
fining from the current 8,000 to
9,000 barrels per day to 15,000
barrels per day, and also process
oil sands with higher sulfur con~
tent than the refinery can handle.

Upon completion of the proj-
ect, up to 17 percent of the refin-
ery’s 9o,000-barrel-a-day capaci-
ty will come from oil sands. The
remainder comes from Colo-

rado oil fields and conventional |

crude oil in Canada.

Suncor last year purchased
the Valero Energy refinery, also
in Commerce City. The com-
bined facility, the only refinery
in Colorado, supplies about 35
percent to 40 percent of the
state’s gasoline and diesel fuels.

Staff writer Steve Raabe can be

reached at 303-820-1948 or
“sraabe@denvefpost.com.
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May 2006 ﬂ
A GRASSRO
Dear Western Colorado Congress member,
Whether you love to visit western Colorado’s pristine mountains, have settled here recently,
or have called it home for generations, you know that our region is rich with natural beauty.

abundant in opportunity, and steeped in community values of neighborliness, where ¢lean air anc
purc water are o fixture

Today, however, a voracious energy industry (along with the politicians it supports) is
rapidly destroying our traditions and our quality of life. Yet your organization, Western

Colorado Congress, is bringing together more people like you to sustain hope and to keep
our dream alive.

For a quarter century, Western Colorado Congress ( WCC) has upheld the belief that a

prosperous future for our region is predicated on sustminable use of resources, protection of air
and water, democratic decision-making, and basic fairness

Unfortunately not everyone shares this vision. With the likely resumption of Jarge-scale
oil shale development, WCC is facing an immense new challenge. In response, we must

increase our collective power 10 promote a more just, sustainable Western Slope. 'We need your
additional financial support now.
A tale of shale

Even 1f you didn’t hive in western Colorado back in 1982, you've probably heard about it-
Black Sunday, That was May 2nd, the day that Exxon closed the doors on its massive Colony ol

shale operation and laid off thousands of workers. That bust created an economic shock wave
that swept over the entire region and devastated local communities

That was then...but will tomorrow’s il shale development be any different? With the
price of oil climbing skyward, western Colorado appears to be headed down a distre
toward rapid development of this expensive, dirty, and hard 10 access TesoLrce,

ssing path
The federal Energy Policy Act of 2005

directs the Bureau of Land Management (BLM)
o move aggressively on commercial leasing of the oil shale reserves in Colorado, Utaly and

Wyoming as soon as 2007—even though Shell Oil, the indust

ry leader in o1l shale technology,
has stated that 1t does not believe it wall know 1f oil shale w

il be commercially vi
another five years. This bill allows a company to hold up to 50,000 acres of oil
a sinte, a tenfold increase over previous Mineral Leasing Act limits.

Department of [nterior o transfer public lands
land exchanges

able for at least

shale leases in
The bill also encourages the
to corporations for o1l shale development through
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' i 1 ting older, failed
By rushing to commercial leasing, the federal govemment is promo .
tech:olugicsgsuch as strip muning and retorting (cooking) the shale rather than the newer, less

mvasive technologies that sull are being developed in the industry. To meet the IE&-}fﬂr deadll‘ne
for commercial a1l shale leasing, the Energy Bill requires the BLM to prepare an environmenta
analysis of a new commercial o1l shale program as soon as possible. The BLM will have to

analyze the impacts of oil shale development prematurely, without knowing what technology the
industry will use!

Given o1l shale development’s impacts to land, air, and water, this rush to ful_!-scf‘tft-' extraction
spells trouble for commumities on the Western Slope. Producing energy from this oily rock

using existing proven technologies requires open pit mines up to 2,000 feet deep, five barrels of
waler for every barrel of oil, and the consumption of energy equivalent to at least ii.ﬂ%_dfilhe
energy ultimately captured from the shale! Because half of the world’s oil shale is within
150 miles of Grand Junction, our region will truly be ground zero for the resulting impacts
of development.

But WCC is not waiting until the impacts arrive, We're starting to organize local residents
who don’t want another boom and bust visited on their fowns, Our demand is that, if the

federal government and corporations are going to proceed with oil shale development, then
they must conduct it in a way that protects our communities and environment.

WCC is taking the lead wmong our allies to confront this ill-conceived plan. For this new
mitiative, we have an $84,000 budget in 2006, That includes salary and overhead for a full-time
organizer who will focus solely an meeting the ol shale

threat to Western Colorudo.
Of our $84.000 budget. we need to raise £12
help us? The sooner we

o work! Only through
with this endeavor,

You can afford,

000 from our existing members. Can you
raise this amount, the sooner we can hire a full-time person and get
the generous stpport of members like von can we move forward

Please make o special contribution today of $100, $200, or whatever

Meanwhile, WCC members like you are making a difference in
several updates in the remainder of this letter. | want you 1o know

boom threatens, we continue to confront the otlier

other arcas and 1've provided
that, even while an oil shale
1ssues that WOC members consider a prioricy.
Nothing more precious than water

Like mie, you might olten tke the Qquanlii
tap tums on, the glass fills up, your tirst is

Y OF your mumcipal drinking water for granted. The
Junction, this stmple daily ritual is

satisfied  But for residents of Palisade and Grand
taking an new me

aning
In Febnaary, the Dureas of L

dand Management {BLM) Je
thousands of acres of nndd dwn

ed by the city of Grand Jun
towns' watersheds. Wi joined and
Eouncil, Rep. John Salasur,

ased rights for dnlimg gos wells in
of this writing our protess §

ction and the town of Palisade in both
fupparted the Falisade town council. Crmnd Junetion ity
and Sen. Ken Saluzar in protesting this dll-conceyy
# still petding

cd lense sale, As




The BLM isn’t stopping there. The agency recenitly revealed plans to Mhm}

dditional acres in the town of Craig’s municipal watershed during the May lease sale. One
arcel is actually undemeath Elkhead Reservoir, a source of water for the town. In their rush to

develop energy resources the BLM seems to have left their common sense behind.

WCC is now engaging a new group of member-leaders who understand that water is the
foundation of life and is our communities’” most valuable resource in this arid Western landscape.

Together, we are formulating effective strategies and taking necessary actions to ensure that toxic
chemicals don't find their way into our communities’ witer supplies.

Being good neighbors shouldn’t be so hard!

I you live in one of western Colorado’s many small communities, you understand that being
a good neighbor comes with the ternitory. In many cases, oil and gas industries coming in from
other states and other countries don’t seem to know how to be a good neighbor.

Dunng this current gas dnlling crush, landowner rights are taking a back seat (o energy
companies’ drilling plans. At issue are split-estate lands, where an individual or family may own

the surface of the land, but another entity, like the federal government or an energy company,
owns the mineral nghts below the surface.

All over Colorado gas developers are drilling on private property without first crafting a fair
surface use agreement with the landowner, turning their once rural seting mto an mdustrial

area. And the costs borne by landowners have been significant: direct health impacts, new roads
plowed through the middie of irrigated fields, loss of property values, etc.

Ihat's why WCC members have made a strong push this year to pass a surface owner nghts
bill in the Colorado legislature, We formed a formudable coalition with homebuilders, realtors,
and other diverse groups to support this legislation, We worked closely with our state legislators
to craft a bl that would be a real advance for landowners. Though no bill passed in the 2006
session, WCC did get closer to successful legislation than ever before and made it & state-wide
issue that elected leaders just could not ignore. And we will not rest until landowners get the
justice they deserve.

Saying yes to a sustainable energy future

Not content 1o sumply bemoan the miserable state of U.S. enerpy policy, WCC members
are working ot the grassroots level nght now to secure a clean, safe energy future. WEC’s

Grand Junction-based college and young adult group, WeCAN (Western Colorado Action
Network), will soon install at least 10 Kilowatts o

M solar energy capacity at Mesa Stute
College. That’s i

enough clean, renewable energy (o power the college radio station (or faur
average homes), while preventing the annual emission of 68,000 Ibs of carbon dioxide and
270 1bs of nitrogen oxides.

WeC AN members rused tens of thousands of dollars for the purchase of plitto- voltaie
(PV) panels and other equipment. They've also effectively worked 1o convinee the college
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administration that this project is worthy of their support—not a tough sell,

derived energy will be saving the school nearly $82,000 over the guaranteed life of the solar
pancls.

This solar student movement will produce not only kilowatts, but also skilled campaign
leaders ready to take the next steps in forging a sustainable energy future

Time to organize!

Whether it's proposed gas dnlling in our municipal watersheds, oil and gas companies
runming roughshod over the nghts of landowners, or the head-long rusa to devastating o1l shale

development, western Colorado 15 experiencing injustices and environmental degradation at a
level not witnessed before.

But this is no time to despair. It's time to organize! And that 1s exactly what neighbors
across western Colorado are doing. .. getting together to decide what kind of communities we
want to live in, and then getting to work on making that vision a reality. Thank you for your
menmbership in WCC. Please make a special and generous contribution at this time towsrds
our oil shale campaign, Help us meet our goal of $12,000 from our members towards our

$44.000 budget and allow us to hire a full-time organizer to lead this effort. Thank you for
sustaiming our work at this critical time,

Sincerely,

Clartes Ker—

Charlie Kerr, President
Western Colorado Congress

P.S. Not every member will be capable of responding to this special appeal. If you are able
to give $100 or more, that will significantly contribute to our $12.000 goall We are grateful
for your continued annual dues and participation, as well as for special donations in any
amount,



News From Western Res
_ ource Advocates
Protecting the West s land, air, and water

WRA CONDEMNS OIL SHALE LEASE PLAN

Almost 2.5 Million Acres of Public Land Are at Stake

by Nicole Theerasatiankul, Development and Communications Coordinator

On March 20, 2008, WRA led a coalition of
23 conservation groups in opposing the plan
by the Bureau of Land Management (BLM)
to open up almost 2.5 million acres of public
land in Colorado, Wyoming, and Utah for in-
dustrial oil shale and tar sands development.
The BLM plan would prematurely permic

PHOTO: ISTOCK

commercial leasing of public lands for oil shale
and tar sands development before completion
of industry research to accurately assess the
social, economic, and environmental impacts
of these proposed developments, and in the
case of oil shale, ahead of the development of
technology that can even extract it.

The BLM plan would permit
commercial leasing of public
lands for development before
completing industry research
to assess social, economic, and
environmental impacts.

Qil shale and tar sands development, if ap-
proved, will consume great quantities of ener-
gy and scarce water resources, compromise air
quality, release large amounts of greenhouse
gasses during production, destroy wildlife
habiratr, diminish recreational opportuniries
and have negative consequences that will be
felt on a local, regional, and national level.

Additionally, large-scale oil shale and tar
sands development would require up o 10
new coal-fired power plants, thwarting efforts
to reduce greenhouse gas emissions. These
power plants alone would consume almost as
much water each year as all of metro Denver,
straining municipal water supplies and per-
manently altering the agricultural economy
of the three states.

Oil shale deposits in Wyoming and Colorado
are sedimentary rock layers that are infused
with a compound called kerogen from which
petroleum products can be derived. The tar
sands of Utah are layers of sand or clay that
contain bitumen, a thick, gooey precursor to
crude oil. Both resources are more difhicult to
extract than regular crude oil and cause even
greater environmental impacts.

The BLM's plan is awaiting review by the
U.S. Congress. WRA remains committed
to protecting the West’s land, air, and water
from the unnecessary risks of oil shale and
tar sands development. We invite you to read
the comments and other related material at
www.westernresourceadvocates.org.
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Western Resource Advocates and the Utah
Rivers Council (URC) worked tirelessly —
and successfully — to convince the City of
Ogden, Utah, to adopt a more aggressive
approach to its water management. Beset
with aging and leaky water infrastructure,
high residential water consumption levels,
and plans to dam the Bear River to solve
its water demand woes, the City of Ogden
acted to adopt an improved water rate
structure to both drive down demand and
raise more capital for water system repairs.
Because of this measure, the Bear River

With the Bear River’s Fate at Stake,

by Nicole Theerasatiankul, Development and Communications Coordinator

should be able to remain a free-flowing river,
a scarce commodity in Utah.

For more than two years, WRA and the URC
met with the staff of the Ogden Public Util-
ity and members of the Ogden City Council,
provided sample rare plans and analysis, and
educated the public on the benefits of the new
water rate structure. The city’s strengthened
increasing block rate structure assigns the
most cost to those who place the highest bur-
den on water supplies and rewards those who
use water efficiently. The improved water rate

Avacets in the Bear River Migratory Bird Refuge.

PHOTO: U.S. FISH AND WILDLIFE SERVICE

structure better reflects the true value and
cost of water in the arid West.




» WRA's David Berry wrote Investment Risk of New Coal-Fired Power Plants, which

shows that projections given to investors often underestimate the costs of
new coal-fired power plants, leading to adverse financial consequences. The
report advises that renewable energy sources may be
less vulnerable to cost surprises and equally effective in

meeting energy demands. A Clean Electric

i
WRA released the report A Clean Electric Energy -
Strategy for Arizona, demonstrating Arizona's
electricity demand through 2025 can be met reliably and
cost effectively with renewable energy, increased energy
efficiency, natural-gas-fired generation and advanced

fossil fuel technologies with low CO, emissions.

WRA is working to speed approval of Arizona Public
Service's contract to purchase clean energy from a
280-MW central solar power project, significantly
advancing the use of this technology in the U.S.

WRA played a central role in the development of

amendments to energy efficiency legislation in New Mexico. The amendments
call for utilities to deploy all cost-effective demand-side management tools and also
establish aggressive energy efficiency requirements.

Sierra Pacific Resources confirmed it was delaying plans to develop the coal-fired
Ely Energy Center in Nevada. This delay was spurred primarily by Senator Harry

Reid’s aggressive stance against any new coal plant development in the state, as well

as rising coal plant construction costs, increased public awareness, uncertainties of
future carbon regulation, and opposition to the plants by WRA's Nevada office, local
partners in Nevada, and our Western Clean Energy Campaign (WCEC).

WRA continues to work with state policymakers and regulators in the West who are
developing a regional CO, cap-and-trade program for a subset of states in the
western United States. WRA developed a cap-and-trade design alternative that avoids
many of the complexities of other designs that arise in a regional cap-and-trade
program where all states are not participating.

WRA partner The Western Clean Energy Campaign collaborated with Navajo group
Diné Citizens Against Ruining our Environment (Diné CARE) to release a report entitled
Energy and Economic Alternatives to the Desert Rock Energy Project. While
the Navajo Nation continues to press forward with the coal-fired Desert Rock Energy
Project, it recently announced a joint venture with Citizens Energy Corporation for a
500-MW wind power project, due in large part to the report and the organizing efforts
of Diné CARE.

i » The federal government rejected the State of
{ Colorado’s recommendations to improve the
BLM’s Roan Plateau management plan. The
Roan Plateau in western Colorado is a unique
area unusually rich in wildlife species. Regional
mayors have complained that the gas industry
finds “no place is too special for your drilling
rigs.” WRA is now focused on challenging the

plan and any proposed oil and gas leases in
federal court.

Continued on back cover

Xcel Energy’s
Resource Plan

Headed in Right

Direction

by Nicole Theerasatiankul, Development
and Communications Coordinator

Western Resource Advocates supports
Xcel Energy’s proposed Colorado Re-
source Plan, which will halt the growth
in the company’s greenhouse gas (GHG)
emissions and begin to bring them down.
Xcel aims to accomplish this all while
continuing to reliably meet Colorado’s
growing clectricity needs. The reductions
will contribute to the goals set forth in
Governor Rirtter’s Climate Action Plan.

Key clements of Xeel's plan include retir-
ing two coal-fired power plants located in
Denver and Grand Junction, substantially
expanding customer energy efficiency pro-
grams, and accelerating its use of renewable
energy. By 2015, it is expected over 15% of
the company’s electricity sales will come from
renewable resources, exceeding Colorado’s
Renewable Energy Standard.

WRA has reviewed many utility
resource plans. This is the frst
utility plan we have seen that
would actually reduce GHG
emissions.

Xcel Energy’s plan, awaiting approval by the
Colorado Public Urtilities Commission, repre-
sents a major shift away from the utility’s past
operations. Since its founding over 15 years
ago, WRA has reviewed many utility resource
plans in states across the West. This is the first
plan we have seen that would actually reduce
GHG emissions.

WRA's Energy Program Director John Niels-
en calls Xcel’s plan “precedent-setting,” re-
marking that the “plan will hopefully serve
as a model for other utilities on how they can
affordably and reliably meer growing demand
for energy while at the same time addressing
the pressing problem of global warming.”
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Tom Darin by Andria Bronsten, Human Resource Director

In the one year attorney Tom Darin has
been at Western Resource Advocates, he
has become the “go-to” guy in the world of
western energy transmission, focusing on
the infrastructure of power lines that carry
electricity from generation plancs to homes
and businesses.

"l like working toward
solutions. Smartly planned
transmission will play a role
in bringing wind, solar, and
geothermal energy sources
onto the power grid."

In 2007, WRA created an energy transmis-
sion program called “Smart Lines for the
West.” The goals of the program are to en-
sure thar increasing energy use cfﬁcicncy is
used as a tool to meet growth in demand,

new transmission lines connect
to renewable and clean energy
sources and that new transmis-
sion corridors adequately protect
the region’s outstanding land-
scapes and wildlife resources.
A year later, Tom'’s work in this
arca has caught the car of two
House Nartural Resources sub-
committees — the Nartional Parks, Forests
and Public Lands, and the Energy and Min-
eral Resources — in front of which Tom resti-

fied in mid-April.

“I like a good challenge,” says Tom. “I like
working toward solutions. Smartly planned
transmission will play a role in bringing wind,
solar, and geothermal energy sources onrto
the power grid. Perhaps my favorite aspect is
bringing both the utility and renewable ener-
gy industries together with the environmental
community to ensure a smooth transition to
the new energy economy in the West.”

' spot
light

Growing up in linois, Tom
fell under the spell of the
West during fishing trips in
Yellowstone with his father.
He fulfilled his dream to re-
locate to the West when he
moved to Montana to work
for the Nartional Wildlife
Federation, and later to Wyo-
ming as a public lands attorney, first for the
Wyoming Outdoor Council and then for
the Jackson Hole Conservation Alliance.
Tom moved to Boulder in 2007 wich his
wife, Hope Sieck, and daughter, June. Their
son, Jackson, arrived on Leap Day 2008.

Shaping the future of renewable energy and
the developing new technologies for both
energy storage and transmission are impor-
tant tasks. With an eye to his two young
children and their future, Tom understands
the importance of our energy legacy. WRA
is impressed and excited with Tom's work!

www.westernresource advocates. (0) 6

Aveda Honors WRA With Earth Month Partnership

In the 1960s, a senator from Wisconsin trav-
cled around the United Srates on “conserva-
tion tours” in hopes of bringing attention to
environmental issues. Whart Senator Gaylord
Nelson found on his travels was that “the peo-
ple were concerned, bur the politicians were
not.” Inspired by the anti-war demonstrations
of the late 60s, Senator Nelson believed that
aligning people’s  environmental  concerns
with the power of public demonstration
would finally put environmental issues on
the national agcnda. He announced that, in
the spring of 1970, there would be a one-day
national grassroots demonstration expressing
the public’s environmental concerns. It suc-
ceeded beyond the Senator’s wildest dreams:
20 million demonstrators across the United
States gathered on behalf of the environment

on April 22, 1970 for the first Earth Day.

By Earth Day’s 20th anniversary in 1990, over
200 million people in over 141 countries were
promoting the importance of environmental
issues on the global agenda. Among the grow-
ing crowd were new-found Earcth Day sup-
porters at the Aveda Corporation. For Aveda,
what began as a day of support for environ-

by Nicole Theerasatiankul, Development and Communications Coordinator

mental consciousness in 1990 has now turned
into a momh-!ong international effort to raise
awarencss, cducate customers, and contrib-
ute funds to promorte a healthy environment.
Aveda has grown into a global corporation that
is dedicated to an ethical approach to business,
which includes a steadfast commirment to ad-
dressing environmental issues.

AVEDA

the art and science of pure flower and plant essences

For 2008, the Aveda Corporation’s Earth
Month campaign focused on water conserva-
tion, and Western Resource Advocates was
proud to be named as one of 21 international
Earth Month partners for a sccond year in a
row! Throughout April, 133 salons across the
Rocky Mountain region held charity events to
benefit our water program, which focuses on
meeting human water needs while also pro-
tecting the West's rivers, streams, and aqui-
fers. Finding this balance is especially chal-
lenging and important in the arid Southwest,
where population is rapidly increasing.

Local Aveda Salons and Spas engaged in cut-
a-thons, Earth Day partics, gift basket raffles,
silent auctions, and even a raffle for a brand
new Prius hybrid car to raise funds for West-
ern Resource Advocates. Aveda's grassroots
support not only brought in funding, but also
brought recognition for WRA and its mission.

WRA thanks Aveda and all its partner salons
and spas for their work on a very successful
Earch Month!
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Timothy Tobin, a bandyman living in Boulder,
won the Prius raffle with the purchase of just one
Iucky ticket.




shale proposal.

Ogden Opts for
Conservation
Increased water efficiency =
avoids damming Bear River.

XcelEnergy

embrace grassroots action

for Earch Month by raising
funds to support WRA's water
program.

Meet WRA's Tom Darin
Tom is focusing on an
often overlooked part of the
d 3 ic\t&.‘
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WESTERN RESOURCE ADVOCATES NEWS IN BRIEF

Continued from inside .

» WRA is appealing a decision by the State of Utah
to deny citizen input on allowing the industrial
development of 33,000 acres of the bed of Great
Salt Lake. At issue are plans to increase the
extraction of minerals from the lake and its impact
on water quality. At the center of the debate is a
numeric water quality standard in the Great
Salt Lake for selenium, a mineral that causes
reduced hatches and embryonic deformations in
bird eggs at certain levels. The state and industry
are attempting to secure a standard that would allow
for 10 percent mortality among water bird eggs, a
level WRA considers too high for an essential stop
for migrating birds on the Pacific flyway.

PHOTO: ISTOCK

F WRA Energy Program Director John Nielsen co-
authored an article with Energy Program Lead Attorney Steve Michel for The Electricity
Journal, the leading policy journal for the U.S. electric power industry. The article
proposed a simplified yet more efficient version of cap-and-trade policy to
reduce greenhouse gas emissions produced by power generation.
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