MICHAEL AND KATHRYN MCCARTHY
SUNSHINE MESA RANCH

PO BOX 899 12216 MYSTIC MESA ROAD
HOTCHKISS, CO 81419

970.527.6430

April 12,2012

William H. Stallings, Chief

Transportation, Energy and Agricultural Section
Anti-trust Division

US Department of justice

450 5t Street NW, Suite 8000

Washington, DC 20530

RE: Civil Action 12 CV 00395, United States v. SGI and GEC

Dear Mr. Stallings,

We are writing you from the North Fork Valley which is a rapidly growing
agricultural and tourist destination in Colorado. Our valley is filled with hard
working folks who farm, ranch, have orchards and vineyards and of course the
necessary supporting occupations. We are surrounded by BLM gas leases that have
been granted to SGI (a Texas Corporation) and GEC (owned by Bill Koch).

Frankly we are very concerned about how their drilling activity negatively impacts
our valley and the apparent power they have to get what they want from the
government. A recent 30,000acre leasing proposal has been summarily approved
by the BLM and is now in the second scoping period. We have attached a letter we
recently wrote to the BLM that is a good historical summary of what is happening
here.

But now on to the purpose of this letter. WE, AND MOST OF OUR NEIGHBORS DO
NOT BELIEVE THAT THE PROPOSED CONSENT JUDGMENT IS IN THE PUBLIC
INTEREST NOR THAT IT WILL DETER SIMILAR FRAUD IN THE FUTURE. And we
are the “public” that will be impacted the most if this consent judgment is approved.

First of all we think you should know that both of these gas companies have
publically denied any wrongdoing . Their explanation was that they were just
paying the fines to avoid the legal fees that would be incurred to prove their
innocence.

To suggest that these well funded gas companies would hesitate to pay lawyers if
they thought they had done nothing wrong is fictitious at best. Bill Koch once paid



$500,000 for four bottles of a wine reputedly owned by Thomas Jefferson. He then
spent $5,000,000 in legal fees in a “relentless series of lawsuits” chasing after
vendors who had sold him fake wine. Bill Koch’s point in the lawsuits was that he
had been defrauded. We suspect that he would never have accepted a consent
judgment as weak as the one being proposed in this case to vitiate the perceived
fraud against him.

Robert Abbey, the national director of the BLM referred indirectly to the actions of
GEC and SGI as “fraudulent conduct” and said that he hoped that the fine would
deter others from trying to pull this fraud off again. Does anyone really think that
paying a fine of $275,000 and getting to keep the leases will deter them or any of
their competitors in the future? Bear in mind that they were only caught because
Tony Gale blew the whistle. They and many other gas companies might have
perpetrated this same fraudulent act in this or other jurisdictions yet they were
never caught because nobody brought it to the attention of DOJ.

Allowing these companies to keep the leases after defrauding the government is not
in the public interest. It encourages gas companies to violate the law and pay what
is to them a small fine if they get caught. If someone defrauds another out of
something valuable they normally have to pay the fine and/or go to jail and for sure
they have to give back the spoils of their fraud. Why should gas companies be
treated any differently?

THE ONLY PROPER DETERRENT AND PROTECTION FOR THE PUBLIC IN ADDITION
TO A MEANINGFUL FINE IS TO INCLUDE IN THE CONSENT JUDGMENT THAT THE
LEASE SALE ISVOID AND LET THEM AND OTHER POTENTIAL BIDDERS START ALL
OVER AGAIN. THIS REINSTATES THE SPIRIT OF THE COMPETITIVE BIDDING
PROCESS WHICH HAS BEEN CIRCUMVENTED BY THE FRAUDULENT ACTION OF
SGI AND GEC.

If they don’t agree to that then let them go to trial as there would be substantial
public benefit from airing these issues in court. Both to show the public that they
have compounded the original fraud by denying wrongdoing and as an effective
deterrent to them and other gas companies who might want to give this fraudulent
behavior a try in the future.

The proposed decree is outside of the range of acceptability and completely lacks
any relief that is remotely within the reaches of public interest given the
circumstances. This Court needs to make a bold statement in this case rather than
simply agree to this chump change fine. We locals are appreciative of the Court’s
open minded analysis of the proposed settlement and hope that it will not be
another example of the gas companies getting what they want while we, as

members of the public, get nothing.

gelMcCarthy Kathtyn McCarthy

ely yours, -




MICHAEL AND KATHRYN MCCARTHY
SUNSHINE MESA RANCH
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BLM Uncompahgre Field Office

2465 So. Townsend Ave. (—P

Montrose, CO 81401 O

Attn: Oil and Gas EA s n A i

—

-

March 31, 2012
To whom it may concern:

We have lived in the North Fork Valley for 23 years and have turned a run down 320
acre ranch into a spectacular and very alive part of the North Fork Valley. Our ranch
is contiguous to BLM Parcels 6191, 6195 and 6196. We have farmed organically for
that entire period of time and during our first few years here we sponsored several
workshops on organic gardening.

We also organized and sold produce at Farmer’s Markets in Telluride, Hotchkiss,
Aspen and Boulder Colorado. Several years ago we placed most of our ranch into a
Conservation Easement now held by the Black Canyon Regional Land Trust. We did
this because we wanted to do our part to maintain the integrity and future of the
land. Like many other families here we have worked hard during the last 23 years
and done our best to steward our land with an eye toward improvement and the
creation of an even better place for future generations to live.

The amazing result of everyone’s dedication to our valley has been a dramatic
change in the character of the valley. We now have a valley that has been referred
to as “the Provence of America.” The reputation of this valley for the production of
organic fruits, vegetables, agricultural products and wine has spread far beyond the
Western Slope. Our valley is also known and respected for the many species of
wildlife for whom the hills and mountains included in Parcels 6191, 6195 and 6196
are their home and breeding grounds. We are a destination point for thousands of
tourists who visit here each year to experience the tranquil natural beauty of the
area.

You have made a finding of no significant impact to this valley from the leasing of 22
parcels of BLM land comprising 30,000 acres for oil and gas leasing based on your

















