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(_p ] Lol Closed-Loop System Permit or Closure Plan Application

(that only use above ground steel tanks or haul-off bins and propose to implement waste removal for closure)

Type of action: X Permit [_] Closure

Instructions: Please submit one application (Form C-144 CLEZ) per individual closed-loop system request. For any application request other than for a
closed-loop system that only use above ground steel tanks or haul-off bins and propose to implement waste removal for closure, please submit a Form C-144.

Please be advised that approval of this request does not relieve the operator of liability should operations result in pollution of surface water, ground water or the
environment. Nor does approval relieve the operator of its responsibility to comply with any other applicable governmental authority's rules, regulations or ordinances.

1.

Operator: McElvain Qil & Gas Properties, Inc. OGRID #: 22044 RGVDOCT 28710
Address: 1050 17" St., Suite 2500, Denver, CO, 80265-2080 OIL CONS. DIV,
Facility or well name: __ Pepper No. 2 BIGYT 2

API Number: __30-045- OCD Permit Number:

U/L or Qtr/Qtr M Section 32 Township 3IN Range 13W County: San Juan

Center of Proposed Design: Latitude _ 36.85288°N Longitude 108.23502°W NAD: [J1927 X 1983

Surface Owner: [] Federal X State (] Private [] Tribal Trust or Indian Allotment

2.
X Closed-loop System: Subsection H of 19.15.17.11 NMAC

Operation: X Drilling a new well [J Workover or Drilling (Applies to activities which require prior approval of a permit or notice of intent) [ ] P&A
(] Above Ground Steel Tanks or [_] Haul-off Bins

3.
Signs: Subsection C of 19.15.17.11 NMAC

(J 127x 24>, 27 lettering, providing Operator’s name, site location, and emergency telephone numbers
X Signed in compliance with 19.15.3.103 NMAC

4.
Closed-loop Systems Permit Application Attachment Checklist: Subsection B of 19.15.17.9 NMAC
Instructions: Each of the following items must be attached to the application. Please indicate, by a check mark in the box, that the documents are
attached.

X Design Plan - based upon the appropriate requirements of 19.15.17.11 NMAC

X Operating and Maintenance Plan - based upon the appropriate requirements of 19.15.17.12 NMAC

X Closure Plan (Please complete Box 5) - based upon the appropriate requirements of Subsection C of 19.15.17.9 NMAC and 19.15.17.13 NMAC

(3 Previously Approved Design (attach copy of design) API Number:

(O Previously Approved Operating and Maintenance Plan APl Number:

5 )

Waste Removal Closure For Closed-loop Systems That Utilize Above Ground Steel Tanks or Haul-off Bins Only: (19.15.17.13.D NMAC)
Instructions: Please indentify the facility or facilities for the disposal of liquids, drilling fluids and drill cuttings. Use attachment if more than two
Sfacilities are required.

Disposal Facility Name: __ Solids-JFJ Landfarm Disposal Facility Permit Number: _ 10

Disposal Facility Name: Liquids-Key Four Corners, Inc. Disposal Facility Permit Number: ___ 9

Will any of the proposed closed-loop system operations and associated activities occur on or in areas that will not be used for future service and operations?
(J Yes (If yes, please provide the information below) X No

Required for impacted areas which will not be used for future service and operations:
[ Soil Backfill and Cover Design Specifications - - based upon the appropriate requirements of Subsection H of 19.15.17.13 NMAC
[J Re-vegetation Plan - based upon the appropriate requirements of Subsection 1 of 19.15.17.13 NMAC
[0 Site Reclamation Plan - based upon the appropriate requirements of Subsection G of 19.15.17.13 NMAC

3
Operator Application Certification:

| hereby certify that the information submitted with this application is true, accurate and complete to the best of my knowledge and belief.

Name (Print): Rii:iert Eiie%@ /7 Title: Agent
Signature: é //T %ﬁf%—/ Date: October 27, 2010
e-mail address:  pmci@advantas.net Telephone: (505)320-1435
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7.
OCD Approval: @\Permit Application (including closure plan) [[] Closure Plan (only)
OCD Representative Signature: 4@41// %A Approval Date: ///4 /I o

Title: Em)ifv /5")99« (- OCD Permit Number:

8.

Closure Report (required within 60 days of closure completion): Subsection K of 19.15.17.13 NMAC

Instructions: Operators are required to obtain an approved closure plan prior to implementing any closure activities and submitting the closure report.
The closure report is required to be submitted to the division within 60 days of the completion of the closure activities. Please do not complete this
section of the form until an approved closure plan has been obtained and the closure activities have been completed.

(] Closure Completion Date:

9.
Closure Report Regarding Waste Removal Closure For Closed-loop Systems That Utilize Above Ground Steel Tanks or Haul-off Bins Only:
Instructions: Please indentify the facility or facilities for where the liquids, drilling fluids and drill cuttings were disposed. Use attachment if more than
two facilities were utilized.

Disposal Facility Name: Disposal Facility Permit Number:

Disposal Facility Name: Disposal Facility Permit Number:

Were the closed-loop system operations and associated activities performed on or in areas that will not be used for future service and operations?
[J Yes (If yes, please demonstrate compliance to the items below) [] No

Required for impacted areas which will not be used for future service and operations:
[ site Reclamation (Photo Documentation)
(J Soil Backfilling and Cover Installation
(J Re-vegetation Application Rates and Seeding Technique

10.
Operator Closure Certification:

[ hereby certify that the information and attachments submitted with this closure report is true, accurate and complete to the best of my knowledge and
belief. I also certify that the closure complies with all applicable closure requirements and conditions specified in the approved closure plan.

Name (Print): Title:
Signature: Date:
e-mail address: Telephone:
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Closed Loop
Operating and Maintenance Procedures
McElvain Oil & Gas Properties, Inc. (MOG)

Pepper No. 2

[ Design and Construction Specifications

a.

e.

Prior to leveling location, the top 3 — 7 inches of topsoil will be pushed to the
construction buffer area outside of the cut/fill slope areas as illustrated on the attached
drilling wellsite layout.

In lieu of a pit sign, MOG will install and maintain a sign on the wellsite in accordance
with the provisions of Rule 103.

The proposed depression and steel tank will be fenced on all sides with a four foot
hogwire fence installed on steel tee posts since this location is over 1000 feet from the
nearest residential building. This fence will be maintained to insure no access by
livestock or wildlife as long as there is fluid in the steel tank.

After the location leveling is complete, MOG will construct a 35 ft. long X 12 ft. wide X 3
ft. deep depression with vertical walls to set the steel tank in. This is necessary due to
the limited height {3 ft. £ above GL) of the flow nipple of the D & D Services rig we
propose to use for this operation. The soil removed for this excavation will be stockpiled
on the northwest corner of the level well pad. A one foot tall berm, Using the excavated
soil for material, will be constructed around the perimeter of the depression to prevent
run on from entering the depression.

No drying pads or sumps will be used in conjunction with this closed loop system.

Il Operational Plan

d.

MOG will operate and maintain the closed loop system to contain the liquids and solids
associated with the drilling phase of this operation, prevent contamination of the fresh
water supply and protect the public health and the environment.

MOG will not dispose of or store any hazardous material in this steel tank. All workover
and completion fluids associated with flow back or circulation during these operations
will be stored in a flow back tank on location.

MOG will monitor the condition of the installed steel tank from the date it is installed
until the drilling operation is completed to insure there are no leaks from the steel tank
to the depression. Visual inspection will be daily while the rig is onsite and weekly from
rig release date to interim closure date. MOG will take the appropriate measures to
repair and report to NMOCD any breach of the steel pit integrity within 48 hours of
detection.

One foot of freeboard will be maintained in the steel tank while drilling operations are
in progress during the day. The liquid level will pulled down to the two feet of freeboard
level each evening, before drilling operations are suspended for the night, by



transferring fluid to the circulating tank. MOG will not discharge any drilling fluids or
solids to the depression.

Solids will be removed by vacuum truck from the solids bin of the steel tank as needed
during the drilling operation. The solids will be hauled to the JFJ Landfarm, NM permit #
10.

MOG will remove all free liquid from the steel tank and haul it to the circulating fluid
tank for the next well or to the Key Four Corners facility, permit # 9 if another well is not
planned, immediately upon cessation of the drilling operation. All fluids associated with
drilling or workover operations that are accumulated and stored in the flow back tank
will be removed within 30 days of cessation of these operations and hauled to the Key
Four Corners facility. Accumulated solids in the steel mud tank and the flowback tank
will be removed by a vacuum truck and hauled to the JFJ Landfarm as soon as the liquids
are removed.

The steel tank will be maintained free of any solid refuse. This will be stored in a trash
basket on the location.

The steel pit will be maintained free of any oil accumulation. MOG will keep an oil
absorbent boom on location for the entire time the pit is open.

. Closure Plan

a.

MOG will close this closed loop system within 60 days of the release of the drilling rig.
MOG will provide 72 hour notice to the District 3 office prior to commencing closure
operations.

MOG will remove the steel tank as soon as the liquids and solids removal is complete. A
sample collection program, in accordance with the closure requirements of
19.15.17.13.B(1){b}(i) will be initiated as soon as the steel tank is removed of any areas
stained by accidental discharge to the depression. The samples will be analyzed and
reported in accordance with the regulations.

i. If the testing of the soil meets the quality standards of 19.15.17.13.B(1)(b)(i),
shown in the table below, MOG will proceed with reclamation as outlined in c.
below.

ii. If test results of the soil do not meet the quality standards of
19.15.17.13.B(1)(b})(i), shown in the table below, MOG will consult with the
Aztec district office and the applicable closure method determined by this office
will be initiated.

Components Tests Method Limit (mg/Kg)
Benzene - EPA SW-846 8021B or 8260B 0.2
BTEX EPA SW-846 8021B or 8260B 50
TPH EPA SW-846 418.1 2500
GRO/DRO EPA SW-846 8015M 500
Chlorides EPA 300.1 1000




MOG will use the depression dirt stockpile to provide a compacted fill over the
depression area. This area will then be used as part of the producing well pad for future
operations. MOG will file the applicable closure report with attachments within 60 days
of completion of closure.

The location cut and fill slopes will be seeded by pushing the topsoil stockpile back onto
the cut and fill slopes and then seeded with a free of noxious weeds seed mix consisting
of at least three native plant species, including at least one grass, in the next applicable
seeding season. Seeding will be accomplished by disc and broadcast seeding methods
with a mixture containing no noxious weeds. 70% coverage will be maintained through
two successive growing seasons. MOG will provide notice to NMOCD at the end of the
second successful season. At the time of final abandonment the pad area will be re-
contoured and seeded by disc and drill methods using a free of noxious weeds seed mix
consisting of at least three native plant species, including at least one grass, in the next
applicable seeding season. The seeded area will be monitored to insure 70% coverage
during the next two growing seasons and re-seeded or supplemented as necessary and
in compliance with the desires of the grazing lessee.
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