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July 20, 2012 EAGLERIDGE
OPERATING
Via Hand Delivery

Mayor Mark Burroughs and
Members of the City Council
City of Denton

215 E. McKinney Street
Denton, Texas 76201

Re:  Application for gas well development plat for Rayzor West 3H Gas Well Pad Site
(“GWP08-0029”) submitted to the City of Denton by Teleo Operating, LL.C, now
EagleRidge Operating, LLC, on November 17, 2008, in accordance with the City of
Denton (“City”) Ordinance No, 2005-223 (the “Application”) -

Mayor Burroughs and Members of the City Council:

EagleRidge Energy, LLC and EagleRidge Operating, LLC (collectively, "EagleRidge"), are the
owner and operator, respectively, of Rayzor West 3H Gas Well Pad Site (GWPO08-0029).
EagleRidge's Application with respect to GWPO8-0029 has been pending since November 17,
2008, and the permit requested by the Application is ready to be finalized and issued. The City,
however, has refused to take any action on EagleRidge's Application based on the City's
moratorium on the receipt, processing and approval of applications for permits for mineral
exploration and production activities as contained in Ordinance No. 2012-024, which
moratorium the City Council enacted on February 7, 2012 and then extended on June 5, 2012

(the "Moratorium Ordinance").

Under applicable law, the Moratorium Ordinance does not apply to the Application, which was
submitted to the City long prior to the City's adoption of the Moratorium Ordinance. In addition,
the failure to allow the final approval of the Application has caused, and will continue to cause,
EagleRidge harm, Accordingly, EagleRidge hereby requests that the City promptly allow the
Application to proceed to final approval so that the requested permit can be issued.

The Application is an "Active" permit application pending in the City's system. The only
remaining item to be addressed for approval of the Application is EagleRidge's submittal of
responses to the City staff's minor comments on the Application, The City staff, however, has
refused to accept EagleRidge's responses, with the result that the Application has been on hold
since the Moratorium Ordinance was adopted on February 7, 2012, This unwarranted
application of the Moratorium Ordinance to the Application has caused undue hardship and
negative impacts on EagleRidge that will continue unless the City proceeds with the Application..

EagleRidge Operating, LLC
PO, Box 191447
Dallas, TX 75219

O 214-295-6704
F 214-520-2773




The City's position that the Moratorium applies to the Application is contrary to and in violation
of Chapter 245 of the Texas Local Government Code, which protects owners and developers
from certain regulatory changes once a permit application has been submitted. Thus, Chapter
245 requires the City to consider approval of the Application on the basis of ordinances in effect
-at the time the Application was filed. Because the Moratorium Ordinance was not in effect when
the Application was submitted, the Moratorium Ordinance does not apply to the Application, and
the City may not refuse to process and apptove the Application based on the Moratorium
Ordinance. Further, future ordinance amendments adopted by the City Council relating to oil
and gas exploration and production activities, if any, during the moratorium will not apply to the
Application, so the impact of applying the Moratorium Ordinance to the Application is to

needlessly delay approval of the Application,

EagleRidge, therefore, urges the City Council to direct the City staff to allow EagleRidge to
respond to the staff's minor comments and for them to move the Application forward for final

approval,

In the alternative only, and with a reservation of all of its rights and positions, EagleRidge
requests a variance under Section 5 of the Moratorium Ordinance to allow the City staff to
finalize approval of the Application. By requesting this variance, Eagle Ridge does not waive its
position that the Moratorium Ordinance does not apply to the Application; rather, EagleRidge
submits this request, in the alternative, under duress, and the reservation of all of its rights and

positions.

In accordance with Section 5 of the Moratorium Ordinance, EagleRidge provides the following
information in support of request, in the alternative, for a variance:

Description of the property proposed to be covered by the variance: GWP08-0029 is
situated in the City of Denton, Denton County, Texas and being a tract of land in the J, PERRY
SURVEY, Abstract No. 1040 and the T TOBY SURVEY, Abstract No. 1040 and said tract
being a portion of that certain tract conveyed to Westpark Group, L.P., by deed recorded under
Denton County Clerk’s File No. 2006-40956, and said tract containing 4.00 acres, mote ot less,
in the Rayzor West Project (the "Property"). The Property is located west of both Interstate
Highway 35 and the BNSF railroad line that runs parallel with IH-35, as shown on the attached
exhibit. There ate no residences or other development in proximity to the Property, Therefore,
granting the variatce will not result in land use compatibility concerns with respect to the

surrounding propetty.

LExplanation of why the application of the moratorium will create an undue hardship:

EagleRidge's efforts to obtain approval of the Application have been wrongfully delayed, in
violation of Chapter 245, for almost five months, with no end in sight. During that time,
EagleRidge has incutred, and will continue to incur, costs necessary to develop and maintain the
Rayzor West 3H Gas Well Project in teliance on the drilling ordinances in effect when the
Application was submitted, including surveying costs, engineering reviews, site development
plats, environmental site assessments, 3-D Seismic and leasehold related costs, Due to these
significant start up costs in the oil and gas industry during the development and permitting phase
this substantially affects the recovery of investment by EagleRidge. As a result, the moratorium




is an economic wasteful action that causes continued economic harm through increase in cost to
maintain leasehold and operations. The moratotium causes further delay in drilling and
production of the leases which causes further economic impact by delay in recovery of
investment and places the existing lease at risk to the potential practice of “top leasing” by other
operators whereby EagleRidge could lose their entite leasehold investment.

Description of the negative impacts caused by the moratorium: EagleRidge prepates project
development plans for its gas well projects and incurs expenditures and contractual obligations in
reliance on the development plan. EagleRidge's plans to move forward within its project
development plan for Rayzor West 3H Gas Well Pad Site, which have been on hold since
February 2012, and are now further stalled by extension of the motatotium for an additional 120
days, an extension that resulted from the failute of the Denton Gas Well Drilling Task Force’s
and the City staff to complete the required tasks within the initial 120-day moratorium time
frame as directed by the City Council in Section 3 of the Motatorium Ordinance. The City's
continuation of the moratorium for an additional 120 days has frozen EagleRidge’s assets and
put business obligations at risk. Contractual agreements with drilling rig operators, well fracking
services, and other service providers will have to be canceled and/or rescheduled, resulting in
operational hardships and fiscal impacts not only to EagleRidge's operations but to the service
providers' operations. Without the relief requested in this letter, the City’s actions are likely to
result in substantial write-down of EagleRidge’s investments in underdeveloped oil and gas
leases and financial commitments with business partners and financial investors, including
sutface/mineral owners’ rights to develop their property and increase the cost to develop its
assets. Further, the City's misapplication of the moratoiium to the Application results in
unnecessary regulatory uncertainty that prevents the economic development of EagleRidge’s

assets, :

In summary, Chapter 245 protects owners and developers like EagleRidge from regulations
adopted or amended after the submittal of a permit application under a then-existing ordinance.
The City's application of the Moratorium Ordinance against EagleRidge is precisely the type of
action that Chapter 245 was enacted td prohibit. Granting the variance will not be detrimental to
land use compatibility concerns applicable to mineral production and development, including
public health, water quality, air quality, noise, lighting and nuisances based upon its physical and
geographic location of the Rayzor West Project property which is located west of both Interstate
Highway (IH-35) and the BNSF railrod line that is parallel with IH-35.

We urge you to direct City staff to finalize the approval of the Application. In the alternative,
and without waiving EagleRidge's rights or EagleRidge's position that the City is prohibited from
applying the Moratorium Ordinance to the Application, EagleRidge, in the alternative, requests
approval of a variance from the Moratorium Ordinance in accordance with the procedure set out

in the ordinance.




Sincerely, EAGLERIDGE
OPERATING

EagleRidge Energy, LLC,

a Texas limit Iiability%mpany
By: %{M

v [4

Mark L. Grawe , Chief Operating Officer and Executive Vice President

EagleRidge Operating, LLC,
a Texas limjted liability company

By: § e e

Mark L. Grawe, Chief Operating Officer and Executive Vice President

Encl,

C: George C, Campbell, City Manager

EagleRidge Operating, LL.C
PO. Box 191447
Dallas, TX 75219

0 214-295-6704
F 214-3202010279974
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EAGLERIDGE

July20,2012 OPERATING

Via Hand Delivery

Mayor Mark Burroughs and
Members of the City Council
City of Denton

215 E. McKinney Street
Denton, Texas 76201

Re:  Application for gas well development plat for Rayzor West 9H Gas Well Pad Site
(GWP10-0013) submitted to the City of Denton by Teleo Operating, LLC, now
EagleRidge Operating, LLC, on August 2, 2010, in accordance with the City of
Denton (“City”) Ordinance No. 2005-223 (the “Application”)

Mayor Burroughs and Members of the City Council:

EagleRidge Energy, LLC and EagleRidge Operating, LLC (collectively, "EagleRidge"), are the
owner and operator, respectively, of Rayzor West 9H Gas Well Pad Site (GWP10-0013),
EagleRidge's Application with respect to GWP10-0013 has been pending since August 2, 2010,
and the permit requested by the Application is ready to be resubmitted for approval after
addressing City comments in order to obtain the required drilling permits issued by the City.
The City, howevet, has refused to take any action on EagleRidge's Application based on the
City's moratorium on the receipt, processing and approval of applications for permits for mineral
exploration and production activities as contained in Ordinance No. 2012-024, which
moratotium the City Council enacted on February 7, 2012 and then extended on June 5, 2012

(the "Moratorium Ordinance™),

Under applicable law, the Moratorium Ordinance does not apply to the Application, which was
submitted to the City long prior to the City's adoption of the Moratorium Ordinance. In addition,
the failure to allow the final approval of the Application has caused, and will continue to cause,
EagleRidge hatm, Accordingly, EagleRidge hereby requests that the City promptly allow the
Application to proceed to final approval so that the requested permit can be issued, _

The Application is an "Active" permit application pending in the City's system. The only
remaining item to be addressed for approval of the Application is EagleRidge's submittal of
responses to the City staff's minor comments on the Application. The City staff, however, has
refused to accept EagleRidge's responses, with the result that the Application has been on hold
since the Moratorjum Ordinance was adopted on February 7, 2012, This unwarranted
application of the Moratorium Ordinance to the Application has caused undue hardship and
negative impacts on EagleRidge that will continue unless the City proceeds with the Application.

EagleRldge Operating, LLC

PO.Box 191447
Dallas, TX 75219

© 0 214-295-6704
F 214-520-2773




The City's position that the Moratorium applies to the Application is contrary to and in violation
of Chaptet 245 of the Texas Local Government Code, which protects owners and developers
from certain regulatory changes once a permit application has been submitted. Thus, Chapter
245 requires the City to consider approval of the Application on the basis of ordinances in effect
at the time the Application was filed. Because the Motatorium Ordinance was not in effect when
the Application was submitted, the Moratorium Ordinance does not apply to the Application, and
the City may not refuse to process and approve the Application based on the Moratorium
Ordinance. Further, future ordinance amendments adopted by the City Council relating to oil
and gas exploration and production activities, if any, during the moratorium will not apply to the
Application, so the impact of applying the Moratorium Ordinance to the Application is to

needlessly delay approval of the Application.

EagleRidge, therefote, urges the City Council to direct the City staff to allow EagleRidge to
respond to the staff's minor comments and for them to move the Application forward for final

approval,

In the alternative only, and with a reservation of all of its rights and positions, EagleRidge
requests a variance under Section 5 of the Moratorium Ordinance to allow the City staff* to
finalize approval of the Application. By requesting this vatiance, Eagle Ridge does not waive its
position that the Moratorium Ordinance does not apply to the Application; rather, EagleRidge
submits this request, in the altetnative, under duress, and the reservation of all of its rights and

positions.

In accordance with Section 5 of the Moratorium Ordinance, EagleRidge provides the following
information in support of tequest, in the alternative, for a variance:

Description of the property proposed to be covered by the variance: GWP10-0013 is
situated in the City of Denton, Denton County, Texas and being a tract of land in the B.B.B, &
C.R.R. COMPANY SURVEY, Abstract No. 192 and said certain tract conveyed to Rayzor
Investments, Ltd,, by deed recorded in Volume 1796, Page 601, of Denton County Deed
Records, and said tract containing 5.5627 acres, mote or less, in the Rayzor West Project (the
"Property"). The Property is located west of both Interstate Highway 35 and the BNSF railroad
line that runs parallel with IH-35, as shown on the attached exhibit. There are no residences or
other development in proximity to the Propetty. Therefore, granting the vatiance will not result
in land use compatibility concerns with respect to the surrounding property.

Explanation of why the application of the moratorium will create an undue hardship:
EagleRidge's efforts to obtain approval of the Application have been wrongfully delayed, in
violation of Chapter 245, for almost five months, with no end in sight. Duting that time,
EagleRidge has incurred, and will continue to incur, costs necessaty to develop and maintain the
Rayzor West 3H Gas Well Project in reliance on the drilling ordinances in effect when the
Application was submitted, including surveying costs, engineering reviews, site development
plats, environmental site assessments, 3-D Seismic and leasehold related costs. Due to these
significant start up costs in the oil and gas industry during the development and permitting phase
this substantially affects the recovery of investment by EagleRidge. As a tesult, the moratorium
is an economic wasteful action that causes continued economic harm through increase in costs to




maintain leasehold and operations, The moratorium causes further delay in drilling and
production of the leases which causes further economic impact by delay in recovery of
investment and places the existing lease at risk to the potential practice of “top leasing” by other
operators whereby EagleRidge could lose their entire leasehold investment.

Description of the negative impacts caused by the moratoxium; 'EagleRidge prepares project
development plans for its gas well projects and incurs expenditures and contractual obligations in
reliance on the development plan. EagleRidge's plans to move forward within its project
development plan for Rayzor West 9H Gas Well Pad Site, which have been on hold since
Februaty 2012, and are now further stalled by extension of the moratorfum for an additional 120
days, an extension that resulted from the failure of the Denton Gas Well Drilling Task Force's
and the City staff to complete the required tasks within the initial 120-day moratorium time
frame as directed by the City Council in Section 3 of the Moratorium Ordinance. The City's
continuation of the moratorium for an additional 120 days has frozen EagleRidge’s assets and
put business obligations at risk, Contractual agreements with drilling rig operators, well fracking
services, and othet service providers will have to be canceled and/or rescheduled, resulting in
operational hardships and fiscal impacts not only to EagleRidge's operations but to the service
providers' operations. Without the relief requested in this letter, the City’s actions are likely to
result in substantial write-down of EagleRidge’s investments in underdeveloped oil and gas
leases and financial commitments with business partners and financial investors, including
sutface/mineral owners’ rights to develop their property and increase the cost to develop its
assets. Further, the City's misapplication of the moratorium to the Application results in
unnecessary regulatory uncertainty that prevents the economic development of EagleRidge’s

assets,

In summary, Chapter 245 protects owners and developers like EagleRidge from regulations
adopted or amended after the submittal of a permit application under a then-existing ordinance.
The City's application of the Moratorium Ordinance against EagleRidge is precisely the type of
action that Chapter 245 was enacted to prohibit, Granting the variance will not be detrimental to
land use compatibility concerns applicable to mineral production and development, including
public health, water quality, air quality, noise, lighting and nuisances based upon its physical and
geographic location of the Rayzor West Project property which is located west of both Interstate
Highway (IH-35) and the BNSF railrod line that is parallel with TH-35,

We urge you to direct City staff to finalize the approval of the Application. In the alternative,
and without waiving EagleRidge's rights or EagleRidge's position that the City is prohibited from
applying the Moratorium Ordinance to the Application, EagleRidge, in the alternative, requests
approval of a variance from the Moratorium Ordinance in accordance with the procedure set out

in the ordinance.




Sincerely, , EAGLERIDGE
OPERATING

EagleRldge Energy, LLC,
a Texas limited liability company

By:

Ve 5 \“\
Mark L. Grawe , Chief Operating Officer and Executive Vice President

EagleRidge Operating, LLC,
a Texas lImitedJlability company

By: ) T

Mark L. Grawe, Chief Operating Officer and Executive Vice President

Encl.

(o0 George C, Campbell, City Manager

EagléRldge Operating, LLC
P.O. Box 191447
Dallas, TX 75219

0 214-295-6704
F 214-539229279974




W) TS T AL
: i‘z"x"’ﬁ"‘sfé .
2

EXISTING BTRUOTURE BEPARATION EXHIBIT

R EAGLE RIDOE OPERATIONS !g / ”.N in %ﬁ%&g
o E RAYZOR GAS WELL PADSH | ST, e

7| CITY OF DENTON, DENTON COUNTY, TEXAR iR IR Y L
- ( n-;‘( :,\l l, ‘

by VimmadbunLutiary K1 Hebow &ad Yirnn Kim




e
SR
July20,2012 BCLERIDGE
Via Hand Delivery
Mayor Matk Burroughs and
Members of the City Council
City of Denton
215 E. McKinney Street
Denton, Texas 76201

Re:  Application for gas well development plat for Rayzor West 10H Gas Well Pad Site
(GWP10-0014) submitted to the City of Denton by Teleo Operating, LLC, now
EagleRidge Operating, LLC, on July 19, 2010, in accordance with the City of
Denton (“City”) Ordinance No. 2005-223 (the “Application”)

Mayor Burroughs and Members of the City Council:

EagleRidge Energy, LLC and EagleRidge Operating, LLC (collectively, "EagleRidge"), are the
ownet and operatot, respectively, of Rayzor West 10H Gas Well Pad Site (GWP10-0014).
EagleRidge's Application with respect to GWP10-0014 has been pending since July 19, 2010,
and the permit requested by the Application is ready to be resubmitted for approval after
addressing City comments in order to obtain the required drilling pexmits issued by the City.
The City, however, has refused to take any action on EagleRidge's Application based on the
City's moratorium on the receipt, processing and approval of applications for permits for mineral
exploration and production activities as contained in Ordinance No. 2012-024, which
moratorium the City Council enacted on February 7, 2012 and then extended on June 5, 2012

(the "Moratorium Ordinance"),

Under applicable law, the Moratorium Ordinance does not apply to the Application, which was
submitted to the City long prior to the City's adoption of the Moratorium Ordinance. In addition,
the failure to allow the final approval of the Application has caused, and will continue to cause,
EagleRidge harm. Accordingly, EagleRidge hereby requests that the City promptly allow the
Application to proceed to final approval so that the requested permit can be issued.

The Application is an "Active" permit application pending in the City's system. The only
remaining item to be addressed for approval of the Application is EagleRidge's submittal of
responses to the City staff's minor comments on the Application, The City staff, however, has.
refused to accept EagleRidge's responses, with the result that the Application has been on hold
since the Moratorium Ordinance was adopted on February 7, 2012, This unwarranted
application of the Moratorium Ordinance to the Application has caused undue hardship and
negative impacts on EagleRidge that will continue unless the City proceeds with the Application.

EagleRidge Operating, LLC
P.O. Box 191447
Dallas, TX 75219

O 214-295-6704
F 214-520-2773. .




The City's position that the Moratorium applies to the Application is contrary to and in violation
of Chapter 245 of the Texas Local Government Code, which protects ownets and developers
from cettain regulatory changes once a permit application has been submitted, Thus, Chapter
245 requires the City to consider approval of the Application on the basis of ordinances in effect
at the time the Application was filed. Because the Moratotium Ordinance was not in effect when
the Application was submitted, the Moratorium Ordinance does not apply to the Application, and
the City may not refuse to process and approve the Application based on the Moratorium
Ordinance. Further, future ordinance amendments adopted by the City Council relating to oil
and gas exploration and production activities, if any, during the moratorium will not apply to the
Application, so the impact of applying the Moratorium Ordinance to the Application is to

needlessly delay approval of the Application,

EagleRidge, therefore, urges the City Council to ditect the City staff to allow EagleRidge to
respond to the staffs minor comments and for them to move the Application forward for final

approval.

In the alternative only, and with a reservation of all of its rights and positions, EagleRidge
requests a variance under Section 5 of the Moratotium Ordinance to allow the City staff to
finalize approval of the Application. By requesting this variance, Eagle Ridge does not waive its
position that the Moratorium Ordinance does not apply to the Application; rather, EagleRidge
submits this request, in the alternative, under duress, and the reservation of all of its rights and

positions,

In accordance with Section 5 of the Moratorium Ordinance, EagleRidge provides the following
information in suppott of request, in the alternative, for a variance: '

Description of the property proposed to be covered by the variance: GWP10-0014 is
situated in the City of Denton, Denton County, Texas and being a tract of land in the J. PERRY
SURVEY, Abstract No. 1040 and said tract being a portion of that certain Section 3, Tract Seven
described in deed to Rayzor Investments, Ltd., by deed recorded in Volume 1796, Page 601, of
Denton County Deed Records, and said tract containing 5.2882 acres, more or less, in the Rayzor
West Project (the "Property"). The Property is located west of both Interstate Highway 35 and
the BNSF railroad line that runs parallel with IH-35, as shown on the attached exhibit. There ate
no residences or other development in proximity to the Property. Therefore, granting the
variance will not result in land use compatibility concerns with respect to the sutrounding

propetty.

Explanation of why the application of the moratorium will create an undue hardship:
EagleRidge's efforts to obtain approval of the Application have been wrongfully delayed, in
violation of Chapter 245, for almost five months, with no end in sight. During that time,
EagleRidge has incutred, and will continue to incut, costs necessary to develop and maintain the
Rayzor West 3H Gas Well Project in reliance on the drilling ordinances- in effect when the
Application was submitted, including surveying costs, engineering reviews, site development
plats, environmental site assessments, 3-D Seismic and leasehold related costs. Due to these
significant start up costs in the oil and gas industry during the development and permitting phase
this substantially affects the recovery of investment by EagleRidge. As a result, the moratorium




is an economic wasteful action that causes continued economic harm through increase in costs to
maintain leasehold and operations, The moratorium causes further delay in drilling and
production of the leases which causes further economic impact by delay in recovery of
investment and places the existing lease at risk to the potential practice of “top leasing” by other
operators whereby EagleRidge could lose their entire leasehold investment,

Description of the negative impacts caused by the moratorium: EagleRidge prepates project
development plans for its gas well projects and incurs expenditures and contractual obligations in
reliance on the development plan, FEagleRidge's plans to move forward within its project
development plan for Rayzor West 10H Gas Well Pad Site, which have been on hold since
February 2012, and are now further stalled by extension of the moratorium for an additional 120
days, an extension that resulted from the failure of the Denton Gas Well Drilling Task Force’s
and the City staff to complete the required tasks within the initial 120-day moratorium time
frame as directed by the City Council in Section 3 of the Moratorium Ordinance. The City's
continuation of the moratorium for an additional 120 days has frozen EagleRidge’s assets and
put business obligations at risk. Contractual agreements with drilling ig operators, well fracking
setvices, and other service providers will have to be canceled and/or rescheduled, resulting in
operational hardships and fiscal impacts not only to EagleRidge's operations but to the service
providers' operations, Without the relief requested in this letter, the City’s actions are likely to
result in substantial write-down of EagleRidge’s investments in underdeveloped oil and gas
leases and financial commitments with business partners and financial investors, including
surface/mineral owners’ rights to develop their property and increase the cost to develop its
assets, Further, the City's misapplication of the moratorium to the Application results in
unnecessary regulatory uncestainty that prevents the economic development of EagleRidge’s

assets,

In summary, Chapter 245 protects owners and developers like EagleRidge from regulations
adopted or amended after the submittal of a permit application under a then-existing ordinance.
The City's application of the Moratorium Ordinance against EagleRidge is precisely the type of
action that Chapter 245 was enacted to prohibit, Granting the variance will not be detrimental to
land use compatibility concerns applicable to mineral production and development, including
public health, water quality, air quality, noise, lighting and nuisances based upon its physical and
geographic location of the Rayzor West Project property which is located west of both Interstate
Highway (IH-35) and the BNSF railrod line that is parallel with IH-35,

We urge you to direct City staff to finalize-the approval of the-Application: In the alternative,
and without waiving EagleRidge's tights or BagleRidge's position that the City is prohibited from
applying the Moratorium Ordinance to the Application, EagleRidge, in the alternative, requests
approval of a variance from the Motatorium Ordinance in accordance with the procedure set out

in the ordinance,




EAGLERIDGE

Sincerely,
OPERATING

EagleRidge Energy, LLC,
a Texas limited liability company

By: {‘X 72N

Mark L. Grawe , Chief Operating Officer and Fxecutive Vice President

EagleRidge Operating, LLC,
a Texas limited liability coppany

. By: /%//( 8%

‘Mark L. Grawe, Chief Operating Officer and Executive Vice President

Encl.

C: George C. Campbell, City Manager

EagleRidge Operating, LLC
P.O. Box 191447
Dallas, TX 75219

0O 214-295-6704
F 214-520201087997.4 ..
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EAGLERIDGE

OPERATING

July 20, 2012

Yia Hand Delivery

Mayor Mark Butroughs and
Members of the City.Council-
City of Denton

215 E. McKinney Street
Denton, Texas 76201

Re:  Application for gas well development plat for Rayzor West 12H Gas Well Pad Site
(GWP10-0007) submitted to the City of Denton by Teleo Operating, LLC, now
EagleRidge Operating, LLC, on July 1,2010, in accordance with the City of Denton

(“City”) Ordinance No. 2005-223 (the “Application”
City Application

Mayor Burroughs and Members of the City Council:

EagleRidge Energy, LLC and EagleRidge Operating, LLC (collectively, "EagleRidge"), are the
owner and operator, respectively, of Rayzor West 12H Gas Well Pad Site (GWP10-0007).
EagleRidge's Application with respect to GWP10-0007 has been pending since July 1, 2010, and
the permit requested by the Application is ready to be resubmitted for approval after addressing
City comments in order to obtain the required drilling permits issued by the City. The City,
however, has refused to take any action on EagleRidge's Application based on the City's
motatorium on the receipt, processing and approval of applications. for permits for mineral
exploration and production activities as contained in Ordinance No., 2012-024, which
moratorium the City Council enacted on February 7, 2012 and then extended on June 5, 2012

(the "Moratorium Ordinance"),

Under applicable law, the Moratorium Ordinance does not apply to the Application, which was
submitted to the City long prior to the City's adoption of the Moratorium Ordinance. In addition,
the failure to allow the final approval of the Application has caused, and will continue to cause,

' EagleRidge harm. Accordingly, EagleRidge hereby requests that the City promptly allow the
Application to proceed to final approval so that the requested permit can be issued,

The Application is an "Active" permit application pending in the City's system. The only
remaining item to.be .addressed for approval of the: Application is-EagleRidge's submittal of
tesponses to the City staff's minor comments on the Application, The City staff, however, has
refused to accept EagleRidge's responses, with the result that the Application has been on hold
since the Moratorium Ordinance was adopted on February 7, 2012. This unwatranted
application of the Moratorium Ordinance to the Application has caused undue hardship and
negative impacts on EagleRidge that will continue unless the City proceeds with the Application,

EagleRIdge Operating, LLC
PO, Box 191447
Dallas, TX 75219

O 214-295-6704
F 21452042773 -




The City's position that the Moratorium applies to the Application is contrary to and in violation
of Chapter 245 of the Texas Local Government Code, which protects owners and developers
from certain regulatory changes once a permit application has been submitted. Thus, Chapter
245 requires the City to consider approval of the Application on the basis of ordinances in effect
at the time the Application was filed. Because the Moratorium Otdinance was not in effect when
the Application was submitted, the Moratotium Oxdinance does not apply to the Application, and
the City may not refuse to process and approve the Application based on the Moratorium
Ordinance. Further, future ordinance amendments adopted by the City Council relating to oil
and gas exploration and production activities, if any, during the moratorium will not apply to the
Application, so the impact of applying the Motatorium Ordinance to the Application is to

needlessly delay approval of the Application,

EagleRidge, therefore, urges the City Council to direct the City staff to allow EagleRidge to
respond to the staff's minor comments and for them to move the Application forward for final

approval,

In the alternative only, and with a reservation of all of its rights and positions, EagleRidge
requests a variance under Section 5 of the Moratorium Ordinance to allow the City staff to
finalize approval of the Application. By requesting this variance, Eagle Ridge does not waive its
position that the Moratorium Ordinance does not apply to the Application; rather, EagleRidge
submits this request, in the alternative, under duress, and the reservation of all of its rights and

positions.

In accordance with Section 5 of the Moratorium Ordinance, EagleRidge provides the following
information in support of request, in the alternative, for a variance:

Description of the propexty proposed to be covered by the variance: GWP10-0007 is
situated in the City of Denton, Denton County, Texas and being a tract of land in the EUGENE
PUCHALSKI SURVEY, Abstract No. 996 and said tract being a portion of that certain tract
described as Section 3, Tract Four in deed to Rayzor Investments, Ltd., recorded in Volume
1796, Page 601, of Denton County Deed Records, and said tract containing 4,1322 acres, mote
or less, in the Rayzor West Project (the "Propetty"). The Property is located west of both
Interstate Highway 35 and the BNSF railroad line that runs parallel with IH-35, as shown on the
attached exhibit. There are no residences or other development in proximity to the Property.
Therefore, granting the variance will not result in land use compatibility concerns with respect to

the surrounding propetty,

Explanation of why the application of the moratorium will create an undue hardship:
EagleRidge's efforts to obtain approval of the Application have been wrongfully delayed, in
violation of Chapter 245, for almost five months, with no end in sight., During that time,
EagleRidge has incurred, and will continue to incur, costs necessaty to develop and maintain the
Rayzor West 3H Gas Well Project in reliance on the drilling ordinances in éffect when the
Application was submitted, including surveying costs, engineering reviews, site development
plats, environmental site assessments, 3-D Seismic and leasehold related costs. Due to these
significant start up costs in the oil and gas industry during the development and permitting phase
this substantially affects the recovery of investment by EagleRidge. As a result, the moratorium




is an economic wasteful action that causes continued economic harm through increase in costs to
maintain leasehold and operations. The moratorium causes further delay in drilling and -
production of the leases which causes further economic impact by delay in recovery of
investment and places the existing lease at tisk to the potential practice of “top leasing” by other
operators whereby EagleRidge could lose their entire leasehold investment,

Description of the negative impacts caused by the moratorium: EagleRidge prepares project
development plans for its gas well projects aud incurs expenditures and contractual obligations in
reliance on the development plan, EagleRidge's plans to move forward within its project
development plan for Rayzor West 12H Gas Well Pad Site, which have been on hold since
February 2012, and are now further stalled by extension of the moratotium for an additional 120
days, an extension that resulted from the failure of the Denton Gas Well Drilling Task Force’s
and the City staff to complete the required tasks within the initial 120-day moratorium time
frame as directed by the City Council in Section 3 of the Moratorium Ordinance, The City's
continuation of the moratorium for an additional 120 days has frozen EagleRidge’s assets and
put business obligations at risk. Contractual agreements with drilling rig operators, well fracking
setvices, and other service providers will have to be canceled and/or rescheduled, resulting in
operational hardships and fiscal impacts not only to EagleRidge's operations but to the service
providers' operations, Without the relief requested in this letter, the City’s actions are likely to
result in substantial write-down of EagleRidge’s investments in underdeveloped oil and gas
leases and financial commitments with business partners and financial investors, including
sutface/mineral owners’ rights to develop their property and increase the cost to develop its
assets, Further, the City's misapplication of the moratorium to the Application results in
unnecessary regulatory uncertainty that prevents the economic development of EagleRidge’s

assets,

In summary, Chapter 245 protects ownets and developers like EagleRidge from regulations
adopted or amended after the submittal of a permit application under & then-existing ordinance.
The City's application of the Moratorium Ordinance against EagleRidge is precisely the type of
action that Chapter 245 was enacted to prohibit, Granting the variance will not be detrimental to
land use compatibility concerns applicable to mineral production and development, including
public health, water quality, air quality, noise, lighting and nuisances based upon its physical and
geographic location of the Rayzor West Project property which is located west of both Interstate
Highway (IH-35) and the BNSF railrod line that is parallel with IH-35.

We urge you to direct City staff to finalize the approval of the Application. In the alternative,
and without waiving EagleRidge's rights or EagleRidge's position that the City is prohibited from
applying the Moratorium Ordinance to the Application, EagleRidge, in the alternative, requests
approval of a variance from the Moratorium Ordinance in accordance with the procedure set out

in the ordinance,




Sincerely, EAGLERIDGE
OPERATING

EagleRidge Energy, LLC,
a Texas limited liability gompany

By: %

Marl L. Grawe , Chief Operating Officer and Executive Vice President

EagleRldge Operating, LLC,
a Texas limited ligbllity company

Mark L. Grawe, Chief Operating Officer and Executive Vice President

Encl.

C George C. Campbell, City Manager

EagleRldge Operating, LI.C
P.O.Box 191447
Dallas, TX 75219

0 214-295-6704
F 214-52027p%79974-. -
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