EnCana's 'field of dreams' has Colorado locals crying the blues
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"And how did they poison my water and hay by drilling for gas in the ground?" goes a twangy line on the website of the local Garfield County Democratic Party. The mp3 of EnCana Bluegrass Blues sits alongside a parody of EnCana Corp.'s slogan, twisting "energy for people" into "pollution for the people."

Northwestern Colorado is largely undeveloped and sparsely populated, home to agriculture and ranchers. Many of its people moved there looking for a pristine place to call home and most had no idea that the ground below them held natural gas, a fair assumption given that energy companies didn't see or pursue the potential until recently.

That's changed radically. EnCana is pushing hard this year, drilling more than 300 wells, with hundreds more to come. It is an example of what EnCana calls an "unconventional" gas field, where numerous wells are necessary to tap gas that is spread out in small pockets over a large area. 

One analyst described the region as a "field of dreams." It is EnCana's single most important drilling location and positive community relations will be a key to success.

The anger among some residents was stirred principally after a serious misstep by EnCana Corp. in 2004, and it has not abated even though the company is getting credit for recent improvements in its practices.

Last summer, the Colorado Oil and Gas Conservation Commission penalized EnCana $371,200 (U.S.), the largest such fine in the regulator's history, because natural gas containing benzene, a carcinogen, seeped from a poorly completed EnCana well into Divide Creek, about 250 kilometres west of Denver. EnCana argues there has been no lasting damage and says it is working hard to ensure no other mishaps occur.

But EnCana once again faces questions from the oil and gas commission, whose staff in June alleged that gas from the firm's operations has seeped into two water wells near the 2004 seep. A hearing on the allegations is set for October.

Florence Murphy, EnCana's vice-president of public and community relations, has spent much of this year in Denver building a team to handle such issues.

Gwyn Morgan, EnCana president and chief executive officer, said the company is a quality operator, adding that there are naturally occurring gas seeps "all over" what those in the energy business call the Piceance Basin. Mr. Morgan further added that the company's seep in 2004 happened in an unusual geological situation.

"We ended up with a seep in a creek," Mr. Morgan said in an interview at EnCana's Calgary headquarters. "Are there lasting environmental effects? No. If you look at it on a broader basis, the industry's track record is very good down there."

The Piceance Basin accounts for a fifth of EnCana's proved and potential, unbooked gas reserves. EnCana said in a regulatory filing last year that it wants to drill upwards of 1,800 wells in the area and many of them are planned for a geological layer that contains benzene alongside natural gas.

Some people in the rural region remain skeptical about EnCana's work and the anger is palpable. It's also escalating as residents become rattled by the industrial activity associated with so much drilling.

Kathleen Curry, a Democrat in Colorado's House of Representatives who represents part of the Piceance, said she hears regularly from constituents complaining about EnCana -- and some are more than a little upset.

"The relations are so poor that they expect somebody will get shot over it," Ms. Curry said. "There [also] is a perception Canada is getting the profit, that the dollars aren't even staying in the country while a Canadian company comes in and destroys the landscape."

But the company is making strides, critics and officials say. "Things are getting better," Ms. Curry said. Brian Macke, director of the oil and gas commission, said EnCana has had its problems but has slowed development, especially in the most contentious area where the seep occurred. "Things are going much more smoothly now," Mr. Macke said.

Last year's record fine, Mr. Macke said, was more than triple the previous such levy and reflected the "seriousness of the incident." Mr. Macke noted that the benzene did not travel far in the creek.

In EnCana's annual report, the company said it has moved rigs away from where the seep occurred to others places in the Piceance "to address stakeholder concerns about the level of activity in the region."

EnCana is moving ahead in the Piceance with vigour and is promoting its position there. It believes it can quadruple proven reserves in five years. In June, EnCana had investors and analysts tour the area, which prompted CIBC World Markets Inc. to call Piceance a "field of dreams" in a June 19 report.

"The Piceance retains a wealth of opportunities that the company is still early in uncovering," analyst Andrew Potter said in the report.

Sales of Piceance gas are surging, predicted to rise 25 per cent this year, approaching 10 per cent of EnCana's total gas production.

One of EnCana's shareholders came back from the trip with increased confidence for the play's prospects. "The sense that I got is that they're most likely being conservative in the assessment of the potential. It seems almost that they're taking pains to not overhype it," said Ari Levy, a money manager at TD Asset Management Inc., one of EnCana's largest shareholders.

EnCana's predecessor, Alberta Energy Co., arrived in Colorado in 2001, picking up a small Piceance producer. It made its second Piceance move with a $275-million deal in April, 2002, the month EnCana officially came into being when AEC closed its merger with PanCanadian Energy Corp. Two years later, it put down $2.3-billion for Tom Brown Inc., establishing EnCana as a real force.

