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Chavez, Carl J, EMNRD

From: Price, Wayne, EMNRD
Sent:  Friday, July 25, 2008 1:48 PM
To: rharrisnm@aim.com

Cc: Fesmire, Mark, EMNRD; Sanchez, Daniel J., EMNRD; Chavez, Carl J, EMNRD; Gum, Tim,
EMNRD; Jones, Brad A., EMNRD; Griswold, Jim, EMNRD; Hansen, Edward J., EMNRD; Lowe,
Leonard, EMNRD; VonGonten, Glenn, EMNRD

Subject: RE: | & W Brine

Absolutely denied!

Sent: Friday, July 25, 2008 11:14 AM
To: Price, Wayne, EMNRD
Subject: I & W Brine

Wayne,
Notice of intent to plug the I&W Brine well, sent to you and the Artesia office today.

| have reviewed the history of the I&W Brine well and | am not quite sure why the State is so
adamant about shutting them down. Let me review, the Jims Brine well had casing run to 416
with only 50 sxs cement. The I&W well has 9 5/8" set at 349" with circulated cement and 7"
set at 456' with cement circulated. The well has never failed to hold pressure or given any
other reason for concern. The sonar of the cavity ran is 2007 showed no abnormalities.

In addition the economic loss while going through the permitting process for a new brine well
not to mention the cost of the new facility.

| would like to suggest that the OCD review the information on the I&W well and perhaps allow
them to continue until a new facility is approved.

Randall Harris

The Famous, the Infamous, the Lame - in your browser. Get the TMZ Toolbar Now!

This inbound email has been scanned by the MessageLLabs Email Security System.

7/25/2008
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Chavez, Carl J, EMNRD

From: Price, Wayne, EMNRD
Sent:  Tuesday, July 22, 2008 4:19 PM
To: lisa@iandwinc.com

Cc: lowells @ pvtnetworks.net; Chavez, Carl J, EMNRD; Macquesten, Gail, EMNRD; Altomare, Mikal, EMNRD;
Gum, Tim, EMNRD; Sanchez, Daniel J., EMNRD; Fesmire, Mark, EMNRD

Subject: FW: Eugenie #1 (bw-006)

Attention I&W: In addition, please make sure any make-up water added is brine water (not fresh water}. Monitor
volumes released or added and record pressure weekly. OCD would like to see 50 psig, plus and minus 10 psig,
maintained at the well head monitored on the casing. Please note we have recommended a changed from 100 psig to
50 psig. The reason is to make sure the formation frac gradient is not exceeded if you experience salt creep and a
pressure build-up. Please notify OCD immediately of any surface cracks, subsidence, or any anomaly in the system.

Please confirm you, Kevin Foster and the owners have received this E-mail and shall be made part of your existing
permit and attached thereto.

From: Lisa Rice [mailto:lisa@iandwinc.com]
Sent: Tuesday, July 22, 2008 3:30 PM
To: Price, Wayne, EMNRD

Subject: Eugenie #1 (bw-006)

New Mexico state Oil Conservation Division July 22, 2008
1220 S. St. Francis Drive
Santa Fe, NM 87505

Attn: Mr. Wayne Price
Environmental Bureau Chief

This Letter is solely to inform you and the oil conservation division that | &W, Inc. has voluntarily and
permanently shut in our Eugenie #1 Brine well { BW-006 ).

We will continue to monitor the pressure on the well on a daily basis not allowing the pressure to drop below
100 Ibs. In the event of any unforeseen problems | & W, Inc. will immediately contact your office.

Sincerely,

Kevin Wilson
Operations Manager | & W, Inc.

This inbound email has been scanned by the MessageLabs Email Security System.

7122/2008
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Chavez, Carl J, EMNRD

From: Price, Wayne, EMNRD

Sent:  Tuesday, July 22, 2008 3:58 PM
To: Lisa Rice

Cc: Chavez, Carl J, EMNRD
Subject: RE: Eugenie #1 (bw-006)

Please correct the maintained pressure to 50 psig at the surface. Please respond and acknowledge.

From: Lisa Rice [mailto:lisa@iandwinc.com]
Sent: Tuesday, July 22, 2008 3:30 PM

To: Price, Wayne, EMNRD

Subject: Eugenie #1 (bw-006)

New Mexico state Qil Conservation Division July 22, 2008
1220 S. St. Francis Drive
Santa Fe, NM 87505

Attn: Mr. Wayne Price
Environmental Bureau Chief

This Letter is solely to inform you and the oil conservation division that | &W, Inc. has voluntarily and
permanently shut in our Eugenie #1 Brine well ( BW-006 ).

We will continue to monitor the pressure on the well on a daily basis not allowing the pressure to drop
below 100 Ibs. In the event of any unforeseen problems | & W, Inc. will immediately contact your office.

Sincerely,

Kevin Wilson
Operations Manager 1 & W, Inc.

This inbound email has been scanned by the MessagelLabs Email Security System.

7/22/2008



Description @

GY Reimbursament Project ________ Tax

="~ Groes Receipt Tax

™ air Quality Title V

" pRP Prepayments

7 climax Chemical Co.

" elrele K Reimbursements

* iazardeus \Waste Permits
";;zamrdous Waste Annual Ganerstor Fees
s T water Quality - Qi Conservation Division

< \water Quality - GW Discharge Permit
27 A Guslity Permits
5 maymants under Protast
g Xerox Coples
5™ @round Water Penaltias
g yylinese Fans
s T abr Quality Penalties
5 OmHA Penalies

e - i ames Balmalsiies Amaand

31 Solid Waste Permit Fess

32 ___ Smoking School

32 ___ 8WQB - NPS Publications

3¢ Radiation Licensing Regulation

1
ke ]

.. Sals of Equipment

____ Gale of Automobile

___ LustRecoverles

. Lust Repayments -

39 Surface Water Publication

iad Lk

L
o = o

10 ___ Exxon Raessa Drive Ruldoso - CAF
i1____ Emerg. Hazardous Waste Penaltias NOV
12 ___Radielogic Tech. Cerlfication

4 UstPermit Fees

{5 UST Tank Instaliare Fees
5 Food Permft Fess
13 Qther

| |

Grogs Receipt Tax Raguired

—an

~ 8ite Name & Project Code Regquirod

ontect Person; &jﬁf PR 2! ¢ 7 Phone 476"3({%______ Date:
y .

gcaivad in ASD By,

DFA ‘DEA EL A:;T AMO
FUND CES ORG AO ORG CCT UNT
064 01 _
084 01, 2320 900000 2320134
092 13 1300 1896 600000 4160134 '
248 14 1400 . 9696 900000 4989014 -
- 248 14 1400 9686 900000 4860016 —
248 14 1400 6686 800000 4069248 ]
329 97 - 2700 1686 900000 4168027 ___ -
338 27 2700 1886  90DOCO 4168338 8
341 29 2329  S00000 2328020 “AQO f,-ff 10
341 28 2000 1686 000000 4188020 BT
831 31 2500 1686 900000 4168031 T2
851 33 2019 900000 2918033 13
662 34 2349 900000 2348001 _____ 44
662 a4 2349 800000 2348002 15
652 34 2349  BONODD 2438003 __ 16
652 34 2348 B0000C 2349004 17
652 34 2340  §000DCO 2340005 48
887 14 2348 200000 234R006 16
783 24 2600  0B96G 600000 4BBO213 34
783 24 2500 5696 600000 4859214 32
783 24 2500 8668 00000 4988222 a3
783 24 2600  BB96 900000 4869228 “34
783 24 2500 8686 900000 46869301 *35
783 - 24 2500 0888 -GDOQDD 4809302 *38
783 . . 24 2600 8698 900000 4886814 T aagy
783 .24 2500 9696 - 900000 4968815 938
783 - 24 2600 9866 800000 4865801 3
783 24 2500  ©608° 900000 4066242 40
. 9857 32 9600 1898 800000 4164032 A
987 05 0500 ° 1696 900000 4168005 T 42
988 20 3100 1696 900000 4168020 44
p8s 20 3100 1698  B0O0CD0 4168021 45
291 28 2800 16868 500000 4169026 T 46
43
o2
TOTAL :_"‘2_42
??/ Z/O(Q
Date: RT # ST #
F8B028
Fevisad 07/07/00




Full Pavment or Annual Increment

PAY
TOTHE |
GRDER OF.4_

THIS CHECK ELIVERED FOM PAYRATHT O THE ACCOUMTS LISTED




P.O.BOX 98 2006 GUG 2 PM 2 1M

LOCO HILLS, NEW MEXICO 88255

July 28, 2006

Mr. Wayne Price

Oil Conservation Division
1220 S. St. Francis Dr.

Santa Fe, New Mexico 875015

Re: Eugenie Brine Extraction Facility
Discharge Plan application
Discharge Plan BW-006
SW/4 SW/4 Section 17-T22S-R27E

Dear Mr. Price

Enclosed please find our Discharge Plan Application and a copy of the existing
plot location. We would appreciate it if you would look this over and let us know if there
is any additional information needed.

Please contact me at (505)677-2111 or (505)885-6663 if there is any additional
information needed to complete our application. Thank you for your time in regards to
this matter and we will be waiting to hear from you or your office.

Sincerely,
( /ﬁ%«
AN ~—

Kevin Wilson

Operation Manager
ARTESIA CARLSBAD LOCO HILLS
(505) 746-4214 (505) 885-6663 (505) 677-2111

1(800) 748-1972 1 (800) 858-2739 1(800) 748-1972
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District | .

1625 N. French Dr., Hobbs, NM 88240 ~ State of New Mexico Revised June 10, 2003
District [1 Energy, Minerals and Natural Resources Department _

1301 W. Grand Avenue, Artesia, NM 88210 Subl}l)l]lt Original
District IIi : 3 viel us | Copy
1000 Rio Brazos Road, Aztec, NM 87410 Oil Conservation Division to Santa Fe
District IV 1220 South St. Francis Dr. 1 Copy to Appro gfne
1220 S. St. Francis Dr., Santa Fe, NM 87505 District Office

Santa Fe, NM 87505

DISCHARGE PLAN APPLICATION FOR BRINE EXTRACTION FACILITES
(Refer to the OCD Guidelines for assistance in completing the application)

[] New X Renewal Permit# ¢ W L
995 5=

I Facility Name: EUGENIE BRINE EXTRACTION FACILITY

II. Operator: & W,INC.
Address: _ P.O. BOX 98 LOCO HILLS, NEW MEXICO 88255
Contact Person: KEVIN WILSON / LISA RICE PHONE: (505)677-2111 OR (505)885-6663

III.  Location: SW /4 _SW /4 Section 17 Township 22 Range 27

Submit large scale topographic map showing exact location.

IV.  Attach the name and address of the landowner of the facility site.

V. Attach a description of the types and quantities of fluids at the facility.

VL. Attach a description of all fluid transfer and storage and fluid and solid disposal facilities.

VII. Attach a description of underground facilities (i.e. brine extraction well).

VIII. Attach a contingency plan for reporting and clean-up of spills or releases.

IX. Attach geological/hydrological evidence demonstrating that brine extraction operations will not adversély impact
fresh water. '

X.  Attach such other information as is necessary to demonstrate compliance with any other OCD rules, regulations
and/or orders. A

XI. CERTIFICATION:
I hereby certify under penalty of law that I have personally examined and am familiar with the information
submitted in this document and all attachments and that, based on my inquiry of those individuals immediately
responsible for obtaining the information, I believe that the information is true, accurate and complete. 1am aware
that there are significant penalties for submitting false information including the possibility of fine an
imprisonment. '

Name: KEVIN WILSON Title: _ OPERATION MANAGER

r
Signature: %A % Date: _ July 28, 2006

E-mail
Address:_ IWCARLSBAD@PLATEAUTEL.NET




QUANTITIES

SOURCE: EUGENIE #1 EXTRACTION FACILITY

AVERAGE DAILY VOLUME PRODUCED: 200 BBLS/DAY

ESTIMATED VOLUME STORED: 4000 BBLS

TYPE OF CONTAINERS: 4 X 1000 BBL-STEEL TANKS




R ARDINAL
LABORATORIES

Receiving Date: 01/31/06
Reporting Date: 02/03/06
Project Number: NOT GIVEN
Project Name: NOT GIVEN

PHONE (325) 673-7001

- 2111 BEECHWQOD -

ABILENE, TX 79603

PHONE (505) 393-2326 - 101 E. MARLAND - HOBBS, NM 88240

ANALYTICAL RESULTS FOR

I & W, INC.

ATTN: LISARICE
3005 S. CANAL
CARLSBAD, NM 88220

FAX TO: (505) 885-8477

Sampling Date: 01/25/06
Sample Type: BRINE WATER
Sample Condition: COOL & INTACT

Sample Received By: BC

Project Location: NOT GIVEN Analyzed By: HM
Na Ca Mg K Conductivity T-Alkalinity
LAB NUMBER SAMPLE ID (mg/l)  (mg/l) (mg/l) (mg/ll) (uSlem)  (mgCaCOg/L)
ANALYSIS DATE: - 02/01/06] 02/01/06] 02/01/06| 02/01/06|  02/02/06 02/01/06
H10685-1  10LB.BRINE WATER | 124954 1523 194|107 113500 144
Quality Control CNR| 48] 49| 267 1412[ NR
True Value QC NR 50 50 3.00 1413 NR
% Recovery L NR|  96.2 97 89| 99.9 NR
Relative Percent Difference NR| 12 1 03] 08 NR
METHODS:  SM3500-Ca-DB500-MgE[ 8049 120.1] 310.1)
cr SO, CO;  HCO, pH TDS
(mgl)  (mg/ll) (mglL)  (mgll) (s.u.) (mg/L)
ANALYSIS DATE: 02/01/06] 02/02/06] 02/01/06] 02/01/06]  02/02/06 02/01/06
H10685-1 10 LB. BRINE WATER 192940 4193 0 176 6.23 319676
Quality Control 460|  22.59 NR 915 7.03 “NR
True Value QC . 500] .25.00 NR 1000 7 _NR
% Recovery .92 90.4 NR 915 100 NR
Relative Percent Difference 6 44|  NR| 25 0
METHODS: SM4500-CB] 3754 3104 3101 150.1 160.1

L S

o a5 0%~ cb
Qi_)en_)_i'st_ C

Date

PLEASE NOTE: Liability and Damages. Cardinal's liability and client's exclusive remedy for any claim arising, whether based in contract or tort, shall be limied to the amount paid by clienl for analyses
All claims, including those for negligence and any other cause whalsoever shall be deemed waived unless made in wriling and received by Cardinal within thirty {30) days after completion of the applicabie
service. IrHQ@gg}ﬁall Cardinal be liable for incidental or consequential damages, including, without limitation, business interruplions, loss of use, o loss of profils incurred by client, ils subsidiaries,
affiliates or successors arising out of or related to the performance of services hereunder by Cardinal, regardless of whether such claim is based upon any of the above-stated reasons or olherwise.



E NAL PHONE (325) 673-7001 - 2111 BEECHWOOD - ABILENE, TX 79603

LABO RATO R I ES PHONE (505) 393-2326 - 101 E, MARLAND - HOBBS, NM 88240

ANALYTICAL RESULTS FOR
| & W, INC.

ATTN: LISA RICE

3005 S. CANAL

CARLSBAD, NM 88220
FAXTO: (505) 885-8477

Receiving Date: 01/31/06 Analysis Date: 02/03/06

Reporting Date: 02/03/06 Sampling Date: 01/25/06

Project Number: NOT GIVEN : Sample Type: BRINE WATER
Project Name: NOT GIVEN Sample Condition: COOL & INTACT
Project Location: NOT GIVEN Sample Received By: BC

Analyzed By: HM

Fe
LAB NUMBER SAMPLE ID (ppm)
H1685-1 ~10LB. BRINE WATER <01
Quality Control - 1.019 |
True Value QC B 1.000
% Recovery ) 102
[Relative Percent Difference o8
METHOD: EPA 600/4-79-020 236.1

L Sl roieg

Cheist [ Date

PLEASE NOTE: Liability and Damages. Cardinal's liability and client's exclusive remedy for any claim arising. whether based in contract or tort, shall be limived to the amounl paid by chent for analyses.
Al claims, including those for negligence and any other cause whatsoever shall be deemed waived unless made in wriling and received by Cardinal wilhin thirty (30} days after completion of the applicabie
service. | %ardinal be liable for incidental or consequential damages, including, without limitalion, business interruptions, loss of use, or loss of profits incurred by client, its subsidiaries,
- affiliates or successors arising out of or relaled lo the performance of services hereunder by Cardinal, regardiess of whether such claim is based upon any of the above-staled reasons or otherwise.
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ARDINAL LABORATORIES, INC.
2111 Beechwood, Abllene, TX 79603
(325) 673-7001 Fax (325) 673-7020

CHAIN-OF-CUSTODY AND ANALYSIS REQUEST

101 East Marland, Hobbs, NM 88240

(505) 393-2326 Fax (505) 393 24?6 Page of
Company Name: —7~ ,_, , B ANALYSIS REQUEST
Projact Manager: / S n JPires P.O. #:
Address: IS5~ G, cAam/ Comlpany
Cty: (CAnlsla State: /41 Zlp: EEz20 Attn: o
Phone#: SOS™~ g£85- Gt l Fax# SOS - F g7 Address \‘)
Project #:  * B Project Owner: —— Clty: Lk
Project Name: State; Zip: ™~
ﬂect Locatlon: Phone #:
pler Name: Fax #: :
FOR LAB USE ONLY MATRIX *7«3 PRESERY, SAMPLING '
21, |3 '
=9 (e
ol | (W
= < | .. .
Lab I.D. Sample 1.D. A HIE i i3 \
o5 12D Slz|&(8]e
P §13|5|a] [2]|E]a|2 iy
slolei<|a|2|218]lG|uw|E
A . Cle jo 2o |o|m|lolzlC]|b DATE TIME
Mosf-1 | 0L {3 (A soten > A5/ X
lmm Tehe 0T stexClus(ve:rEmedy Tor any CTaim arISIng WHETReT Dabed 17 COnTract of (ortT _g‘.
anatyses, Al claims Inchuding those for] mnﬁﬁam be deermmd waled untess mads hwﬂ:hg md recaived by. Ccrdim
tervice. Inno event shal Car, ¢ Hmitation, buslness % ¥ of e, or ks
ldnl :fe, urd}mol'\d‘mm : . .
: ecalve = Phone Resul 7Y% T NG [
Fax Result: O Yes 0O No| |
Time REMARKS:
Reiinquished By: Date: Recelived By: (Lab.Staff} % Ry
" aners /;2«/\ C@C
me:; ¥
@Cew \[ - 40 { [ 24l M /
Delivered Bv (Circle One) - " Spmpls Trdition TChacked
Temp,°C Y Intact? |By:
S ler- UPS - Bus - Other: Yes {Initlals)
ampler us er M } 5

t Cardinal cannot accept verbal changes. Please fax written changes to (325) 673-7020,
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LEGAL DESCRIPTION:

A tract of land located in the Southwest quarter of the Southwest quarter of Section 17, LEGEND:
Township 22 South, Ronge 27 East, NMPM, Eddy County, New Mexico and being more

particularly described os follows:

@ Colculated Corner (Not
found or set)

. ® Found Corner
N.85'57'01 E., 149.63 feet from a haif inch rebar accepted os the Northwest corner of -

Beginning at the Northwest corner of this tract, a point beiﬂgr on the South Right of Way
line of State Highway No. 285 ond a point being $.89°51'08"E., 358.36 feet and

ST



SECTION |7, TOWNSHIP 22 SOUTH, RANGE 27 EAST, N.M.P.w.,
EDDY COUNTY, NEW MEXICO
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NOTICE OF PUBLICATION A
STATE OF NEW MEXICO
ENERGY, MINERALS AND NATURAL RESOURCES DEPARTMENT
OIL CONSERVATION DIVISION

Notice is hereby given that pursuant to New Mexico Water Quality Control Commission Regulations (20.6.2.3106
NMACQ), the following discharge permit application(s) has been submitted to the Director of the New Mexico Oil
Conservation Division (“NMOCD?”), 1220 S. Saint Francis Drive, Santa Fe, New Mexico 87505, Telephone (505)
476-3440:

(BW-006) I & W Inc. Mr. Kevin Wilson, P.O. Box 98, Loco Hills, New Mexico 88255, has submitted
an application for the renewal of a disharge plan for the brine well “Eugenie Well No. 1,” located in
the SW/4, SW/4 of Section 17, Township 22 South, Range 27 East, NMPM, Eddy County, New
Mexico. The brine extraction well is located just south of U.S. Hwy. 285 near the intersection of
Hwy. 285 and Canal Street in Carlsbad. An average of 200 barrels per day of brine water with a
total dissolved solids (TDS) concentration of approximately 463,000 mg/L is produced for use in the
oil industry. Groundwater most likely to be affected by a spill, leak, or accidental discharge to the
surface is at a depth of approximately 45 feet with a TDS of approximately 200 mg/L. The discharge
plan addresses well construction, operation, monitoring of the well, associated surface facilities,
and provides a contingency plan in the event of accidental spills, leaks and other accidental
discharges in order to protect fresh water.

solids concentratlon 'of&ZIO mg/L;

The NMOCD has determined that the application is administratively complete and has prepared a draft permit. The
NMOCD will accept comments and statements of interest regarding this application and will create a facility-
specific mailing list for persons who wish to receive future notices. Persons interested in obtaining further
information, submitting comments or requesting to be on a facility-specific mailing list for future notices may
contact the Environmental Bureau Chief of the Oil Conservation Division at the address given above. The
administrative completeness determination and draft permit may be viewed at the above address between 8:00 a.m.
and 4:00 p.m., Monday through Friday, or may also be viewed at the NMOCD web site
http://www.emnrd.state.nm.us/ocd/. Persons interested in obtaining a copy of the application and draft permit may
contact the NMOCD at the address given above. Prior to ruling on any proposed discharge permit or major
modification, the Director shall allow a period of at least thirty (30) days after the date of publication of this notice,
during which interested persons may submit comments or request that NMOCD hold a public hearing. Requests for
a public hearing shall set forth the reasons why a hearing should be held. A hearing will bc held if the Director
determines that there is significant public interest.

[t no public hearing is held, the Director will approve or disapprove the proposed permit based on information
available, including all comments received. If a public hearing is held, the director will approve or disapprove the
proposed permit based on information in the permit application and information submitted at the hearing.



Para obtener mas informacion sobre esta solicitud en espanol, sirvase comunicarse por favor: New Mexico
Energy, Minerals and Natural Resources Department (Depto. Del Energia, Minerals y Recursos Naturales de
Nuevo México), Oil Conservation Division (Depto. Conservacio'n Del Petréleo), 1220 South St. Francis Drive,
Santa Fe, New México (Contacto: Dorothy Phillips, 505-476-3461)

GIVEN under the Seal of New Mexico Qil Conservation Commission at Santa Fe, New Mexico, on this 9™ day of
July 2007.

STATE OF NEW MEXICO
OIL CONSERVATION DIVISION

SEAL Mark Fesmire, Director



NEW MEXICO ENERGY, MINERALS and
NATURAL RESOURCES DEPARTMENT

BILL RICHARDSON Mark E. Fesmire, P.E.
Governor Director
Joanna Prukop _ Oil Conservation Division

Cabinet Secretary

June 28, 2007

Mr. Kevin Wilson

[& W Inc.

P.O. Box 98

Loco Hills, New Mexico 88255

Re: Discharge Plan Renewal of Permit (BW-006)
I & W Inc.
Class III Brine Well
Eugenie Well No. 001, API No. 30-015-22574
995 FSL and 641 FWL UL: M Section 17, T 22 S, R 27
Eddy County, New Mexico

Dear Mr. Wilson:

The New Mexico Oil Conservation Division (NMOCD) has received I & W Inc.’s renewal
application for the “Eugenie Well No. 17 brine well to inject fresh water and extract 10 pound brine
water from the Salado Formation at a daily rate of 200 barrels per day and at a maximum injection
pressure of 238 psig. The Class III brine well is located approximately 6 miles southwest of Aztec,
at the intersection of CR-350 and CR-3773. The initial and subsequent submittals provided the
required information in order to deem the renewal application “administratively” complete.

Therefore, the New Mexico Water Quality Control Commission regulations (WQCC) notice
requirements of 20.6.2.3108 NMAC must be satisfied and demonstrated to the NMOCD. NMOCD
will provide public notice pursuant to the WQCC notice requirements of 20.6.2.3108 NMAC to
determine if there is any public interest.

Please contact me at (505) 476-3491 or carlj.chavez@state.nm.us if you have questions. Thank you
for your cooperation during this discharge permit review.

Sincerely,

Carl J. Chavez
Environmental Engineer

CJIClcje

xc: OCD District Office

Qil Conservation Division * 1220 South St. Francis Drive * Santa Fe, New Mexico 87505
Phone: (505) 476-3440 * Fax (505) 476-3462 * http://www.emnrd.state.nm.us
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Mr. Kevin Wilson

1&W Inc.

P.O. Box 98

Loco Hills, New Mexico 88255

Re: Discharge Permit “Eugenie Well No. 001" (BW-006) Class III Renewal
Dear Mr. Wilson:

Pursuant to all applicable parts of the Water Quality Control Commission (WQCC) Regulations
20.6.2 NMAC and more specifically 20.6.2.3104 - 20.6.2.3999 discharge permit, and
20.6.2.5000-.5299 Underground Injection Control, the Oil Conservation Division (OCD) hereby
approves the discharge permit and authorizes the operation and injection for the I & W Inc.
(Owner/Operator) brine well BW 006 located in the SW/4, SW/4 of Section 17, Township 22
South, and Range 27 East, NMPM, Lea County, New Mexico, under the conditions specified in
the enclosed Attachment To The Discharge Permit.

Enclosed are two copies of the conditions of approval. Please sign and return one copy to the
New Mexico Oil Conservation Division (OCD) Santa Fe Office within 30 working days of
receipt of this Letter including permit fees.

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

If you have any questions, please contact Carl Chavez of my staff at (505-476-3491) or E-mail
carlj.chavez@state.nm.us. On behalf of the staff of the OCD, I wish to thank you and your statf
for your cooperation during this discharge permit review.

Sincerely,

Wayne Price
Environmental Bureau Chief

LWP/cc
Attachments-1
xc: OCD District Office

Qil Conservation Division * 1220 South St. Francis Drive * Santa Fe, New Mexico 87505
Phone: (505) 476-3440 * Fax (505) 476-3462 * http://www.emnrd.state.nm.us
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ATTACHMENT TO THE DISCHARGE PERMIT
I & W Inc. Brine Well (BW-006)
DISCHARGE PERMIT APPROVAL CONDITIONS

July 6, 2007
Please remit a check for $1700.00 made payable to Water Quality Management Fund:

Water Quality Management Fund
C/o: Oil Conservation Division
1220 S. Saint Francis Drive
Santa Fe, New Mexico 87505

1. Payment of Discharge Plan Fees: All discharge permits are subject to WQCC
Regulations. Every billable facility that submits a discharge permit application will be assessed
a filing fee of $100.00, plus a renewal flat fee (see WQCC Regulation 20.6.2.3114 NMAC).
The Oil Conservation Division (“OCD”) has received the required $100.00 filing fee. However,
the owner/operator still owes the required $1700.00 permit fee for a Class III Brine Well.

2. Permit Expiration and Renewal: Pursuant to WQCC Regulation 20.6.2.3109.H.4
NMAC, this permit is valid for a period of five years. The permit will expire on January 6,
2014 and an application for renewal should be submitted no later than 120 days before that
expiration date. Pursuant to WQCC Regulation 20.6.2.3106.F NMAC, if a discharger submits a
discharge permit renewal application at least 120 days before the discharge permit expires and is
in compliance with the approved permit, then the existing discharge permit will not expire until
the application for renewal has been approved or disapproved. Expired permits are a violation
of the Water Quality Act {Chapter 74, Article 6, NMSA1978} and civil penalties may be
assessed accordingly.

3. Permit Terms and Conditions: Pursuant to WQCC Regulation 20.6.2.3104 NMAC,
when a permit has been issued, the owner/operator must ensure that all discharges shall be
consistent with the terms and conditions of the permit. In addition, all facilities shall abide by
the applicable rules and regulations administered by the OCD pursuant to the Oil and Gas Act,
NMSA 1978, Sections 70-2-1 through 70-2-38.

4. Owner/Operator Commitments: The owner/operator shall abide by all commitments
submitted in its August 2, 2006 discharge permit application, including attachments and
subsequent amendments and these conditions for approval. Permit applications that reference
previously approved plans on file with the division shall be incorporated in this permit and the
owner/operator shall abide by all previous commitments of such plans and these conditions for

approval.

5. Modifications: WQCC Regulation 20.6.2.3107.C, 20.6.2.3109 and 20.6.2.5101.I NMAC
addresses possible future modifications of a permit. The owner/operator (discharger) shall notify
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the OCD of any facility expansion, production increase or process modification that would result
in any significant modification in the discharge of water contaminants. The Division Director
may require a permit modification if any water quality standard specified at 20.6.2.3103 NMAC
is being or will be exceeded, or if a toxic pollutant as defined in WQCC Regulation 20.6.2.7
NMAC is present in ground water at any place of withdrawal for present or reasonably
foreseeable future use, or that the Water Quality Standards for Interstate and Intrastate streams as
specified in 20.6.4 NMAC are being or may be violated in surface water in New Mexico.

6. Waste Disposal and Storage: The owner/operator shall dispose of all wastes at an OCD-
approved facility. Only oil field RCRA-exempt wastes may be disposed of by injection in a Class
1T well. RCRA non-hazardous, non-exempt oil field wastes may be disposed of at an OCD-
approved facility upon proper waste determination pursuant to 40 CFR Part 261. Any waste
stream that is not listed in the discharge permit application must be approved by the OCD on a
case-by-case basis. '

A. OCD Rule 712 Waste: Pursuant to OCD Rule 712 (19.15.9.712 NMAC) disposal
of certain non-domestic waste without notification to the OCD is allowed at NMED permitted
solid waste facilities if the waste stream has been identified in the discharge permit and existing
process knowledge of the waste stream does not change.

B. Waste Storage: The owner/operator shall store all waste in an impermeable
bermed area, except waste generated during emergency response operations for up to 72 hours. All
waste storage areas shall be identified in the discharge permit application. Any waste storage area
not identified in the permit shall be approved on a case-by-case basis only. The owner/operator
shall not store oil field waste on-site for more than 180 days unless approved by the OCD.

7. Drum Storage: The owner/operator must store all drums, including empty drums,
containing materials other than fresh water on an impermeable pad with curbing. The
owner/operator must store empty drums on their sides with the bungs in place and lined up on a
horizontal plane. The owner/operator must store chemicals in other containers, such as tote tanks,
sacks, or buckets on an impermeable pad with curbing.

8. Process, Maintenance and Yard Areas: The owner/operator shall either pave and curb or
have some type of spill collection device incorporated into the design at all process, maintenance,
and yard areas which show evidence that water contaminants from releases, leaks and spills have
reached the ground surface.

9. Above Ground Tanks: The owner/operator shall ensure that all aboveground tanks have
impermeable secondary containment (e.g., liners and berms), which will contain a volume of at
least one-third greater than the total volume of the largest tank or all interconnected tanks. The
owner/operator shall retrofit all existing tanks before discharge permit renewal. Tanks that contain
fresh water or fluids that are gases at atmospheric temperature and pressure are exempt from this
condition.
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10.  Labeling: The owner/operator shall clearly label all tanks, drums, and containers to

identify their contents and other emergency notification information. The owner/operator may use
a tanlk rade numhering evetem which ic incarnnrated inta their emerogenev reennnes nlanc

Systems that have secondary containment with leak detection shall have a monthly inspection of
the leak detection system to determine if the primary containment is leaking. Small sumps or
depressions in secondary containment systems used to facilitate fluid removal are exempt from
these requirements if fluids are removed within 72 hours.

B. All pits and ponds, including modifications and retrofits, shall be designed by a
certified registered professional engineer and approved by the OCD prior to installation. In
general, all pits or ponds shall have approved hydrologic and geologic reports, location,
foundation, liners, and secondary containment with leak detection, monitoring and closure plans.
All pits or ponds shall be designed, constructed and operated so as to contain liquids and solids in
a manner that will protect fresh water, public health, safety and the environment for the
foreseeable future. The owner/operator shall retrofit all existing systems without secondary
containment and leak detection before discharge permit renewal.

C. The owner/operator shall ensure that all exposed pits, including lined pits and open
top tanks (8 feet in diameter or larger) shall be fenced, screened, netted, or otherwise rendered
non-hazardous to wildlife, including migratory birds.

D. The owner/operator shall maintain the results of tests and inspections at the facility
covered by this discharge permit and available for OCD inspection. The owner/operator shall
report the discovery of any system which is found to be leaking or has lost integrity to the OCD
within 15 days. The owner/operator may propose various methods for testing such as pressure
testing to 3 pounds per square inch greater than normal operating pressure and/or visual inspection
of cleaned tanks and/or sumps, or other OCD-approved methods. The owner/operator shall notify
the OCD at least 72 hours prior to all testing.

12. Underground Process/Wastewater Lines:

A. The owner/operator shall test all underground process/wastewater pipelines at least
once every five (5) years to demonstrate their mechanical integrity, except lines containing fresh
water or fluids that are gases at atmospheric temperature and pressure. Pressure rated pipe shall be
tested by pressuring up to one and one-half times the normal operating pressure, if possible, or for
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atmospheric drain systems, to 3 pounds per square inch greater than normal operating pressure, and
pressure held for a minimum of 30 minutes with no more than a 1% loss/gain in pressure. The
owner/operator may use other methods for testing if approved by the OCD.

B. The owner/operator shall maintain underground process and wastewater pipeline
schematic diagrams or plans showing all drains, vents, risers, valves, underground piping, pipe
type, rating, size, and approximate location. All new underground piping must be approved by the
OCD prior to installation. The owner/operator shall report any leaks or loss of integrity to the
OCD within 15 days of discovery. The owner/operator shall maintain the results of all tests at the
facility covered by this discharge permit and they shall be available for OCD inspection. The
owner/operator shall notify the OCD at least 72 hours prior to all testing.

13. Class V Wells: The owner/operator shall close all Class V wells (e.g., septic systems,
leach fields, dry wells, etc.) that inject non-hazardous industrial wastes or a mixture of industrial
wastes and domestic wastes unless it can be demonstrated that ground water will not be impacted
in the reasonably foreseeable future. Leach fields and other wastewater disposal systems at OCD-
regulated facilities that inject non-hazardous fluid into or above an underground source of drinking
water are considered Class V injection wells under the EPA UIC program. Class V wells that
inject domestic waste only, must be permitted by the New Mexico Environment Department
(NMED).

14.  Housekeeping: The owner/operator shall inspect all systems designed for spill
collection/prevention and leak detection at least monthly to ensure proper operation and to prevent
over topping or system failure. All spill collection and/or secondary containment devices shall be
emptied of fluids within 72 hours of discovery. The owner/operator shall maintain all records at
the facility and available for OCD inspection.

15.  Spill Reporting: The owner/operator shall report all unauthorized discharges, spills, leaks
and releases and conduct corrective action pursuant to WQCC Regulation 20.5.12.1203 NMAC
and OCD Rule 116 (19.15.3.116 NMAC). The owner/operator shall notify both the OCD District
Office and the Santa Fe Office within 24 hours and file a written report within 15 days.

16. OCD Inspections: The OCD may place additional requirements on the facility and
modify the permit conditions based on OCD inspections.

17. Storm Water: The owner/operator shall implement and maintain run-on and runoff plans
and controls. The owner/operator shall not discharge any water contaminant that exceeds the
WQCC standards specified in 20.6.2.3101 NMAC or 20.6.4 NMAC (Water Quality Standards for
Interstate and Intrastate Streams) including any oil sheen in any stormwater run-off. The
owner/operator shall notify the OCD within 24 hours of discovery of any releases and shall take
immediate corrective action(s) to stop the discharge.

18.  Unauthorized Discharges: The owner/operator shall not allow or cause water pollution,
discharge or release of any water contaminant that exceeds the WQCC standards listed in
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20.6.2.3101 NMAC or 20.6.4 NMAC (Water Quality Standards for Interstate and Intrastate
Streams) unless specifically listed in the permit application and approved herein. An
unauthorized discharge is a violation of this permit.

19. Vadose Zone and Water Pollution: The owner/operator shall address any contamination
through the discharge permit process or pursuant to WQCC 20.6.2.4000-.4116 NMAC (Prevention
and Abatement of Water Pollution). The OCD may require the owner/operator to modify its
permit for investigation, remediation, abatement, and monitoring requirements for any vadose zone
or water pollution. Failure to perform any required investigation, remediation, abatement and
submit subsequent reports will be a violation of the permit.

20.  Additional Site Specific Conditions:

A. Groundwater Monitoring Program: The owner/operator shall maintain a
groundwater monitoring program to provide detection for any excursion of formation fluids
outside of the extraction area. The following is required:

1. Collect annual groundwater samples from the two on-site monitor wells.
These wells shall be purged, sampled, and analyzed for general chemistry, total dissolved solids,
pH, (EPA Method 40 CFR 136.3) and New Mexico Water Quality Control Commission (WQCC)
metals, all using EPA approved analytical methods and quality assurance/quality control (QA/QC)
procedures. Submit the analytical results in the annual report.

21.  Brine Well(s) Identification, Operation, Monitoring, Bonding and Reporting.

A. Well Identification: API# 30-015-22574

B. Well Work Over Operations: OCD approval will be obtained prior to performing
remedial work, pressure test or any other work. Approval will be requested on OCD
Form C-103 "Sundry Notices and Reports on Wells" (OCD Rule 1103.A.) with
appropriate copies sent to the OCD Environmental Bureau and District Office.

C. Production Method: Fresh water will be injected down the casing and brine shall be
recovered up the tubing. Reverse flow will be allowed only once a month for up to
24 hours for clean out. Operators may request long term reverse operation if they can
demonstrate that additional casing and monitoring systems are installed and approved
by OCD. Operating in the reverse mode for more than 24 hours unless approved
otherwise is a violation of this permit.

D. Well Pressure Limits: The maximum operating surface injection and/or test
pressure measured at the wellhead shall not exceed 238 psig unless otherwise
approved by the OCD. The operator shall have a working pressure limiting device
or controls to prevent overpressure. Any pressure that causes new fractures or
propagate existing
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fractures or causes damage to the system shall be reported to OCD within 24 hours of
discovery.
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the scheduled shown below and witnessed by OCD unless otherwise approved.

Testing Schedule:

2006- 30 minute @ 300 psig casing test only (set packer to isolate formation)
2007- 4hour (@ 300 psig casing open to formation test
2008- 4hour (@ 300 psig casing open to formation test
2009- 4hour (@ 300 psig casing open to formation test
2010- 4hour (@ 300 psig casing open to formation test
2011- 30 minute @ 300 psig casing test only (set packer to isolate formation)
2012- 4 hour (@ 300 psig casing open to formation test
2013- 4hour (@ 300 psig casing open to formation test
2014- 4hour (@ 300 psig casing open to formation test

Capacity/ Cavity Configuration and Subsidence Survey: The operator shall provide
information on the size and extent of the solution cavern and geologic/engineering
data demonstrating that continued brine extraction will not cause surface subsidence,
collapse or damage to property, or become a threat to public health and the
environment. This information shall be supplied in each annual report. OCD may
require the operator to perform additional well surveys, test, and install subsidence
monitoring in order to demonstrate the integrity of the system. If the operator cannot
demonstrate the integrity of the system to the satisfaction of the Division then the
operator may be required to shut-down, close the site and properly plug and
abandoned the well.

Any subsidence must be reported within 24 hours of discovery.

Production/Injection Volumes: The volumes of fluids injected (fresh water) and
produced (brine) will be recorded monthly and subrmtted to the OCD Santa Fe Office
in the annual report.

Analysis of Injection Fluid and Brine: Provide an analysis of the injection fluid and
brine with each annual report. Analysis will be for General Chemistry (method 40
CFR 136.3) using EPA methods.
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I.  Areaof Review (AOR): The operator shall report within 24 hours of discovery of
any new wells, conduits, or any other device that penetrates or may penetrate the
injection zone within % mile from the brine well.

J.  Loss of Mechanical Integrity: The operator shall report within 24 hours of discovery
of any failure of the casing, tubing or packer, or movement of fluids outside of the
injection zone. The operator shall cease operations until proper repairs are made and
the operator receives OCD approval to re-start injection operations.

K. Bonding or Financial Assurance: The operator shall maintain at a minimum, a one
well plugging bond pursuant to OCD rules and regulations. If warranted, OCD may
require additional financial assurance.

L. Annual Report: All operators shall submit an annual report due on January 31 of
each year. The report shall include the following information:

1. Cover sheet marked as “Annual Brine Well Report, name of operator, BW
permit #, API# of well(s), date of report, and person submitting report.

2. Brief summary of brine wells operations including description and reason for
any remedial or major work on the well. Copy of C-103.

3. Production volumes as required above in 21.G. including a running total
should be carried over to each year. The maximum and average injection
pressure.

4. A copy of the chemical analysis as required above in 21.H.

A copy of any mechanical integrity test chart, including the type of test, i.e.

open to formation or casing test.

Brief explanation describing deviations from normal production methods.

A copy of any leaks and spills reports.

If applicable, results of any groundwater monitoring.

9. Information required from cavity/subsidence 21.F. above.

10. An Area of Review (AOR) summary.

11. Sign-off requirements pursuant to WQCC Subsection G 20.6.2.5101.

b

® N

22. Transfer of Discharge Permit: Pursuant to WQCC 20.6.2.5101.H the owner/operator and
new owner/operator shall provide written notice of any transfer of the permit. Both parties shall
sign the notice 30 days prior to any transfer of ownership, control or possession of a facility with
an approved discharge permit. In addition, the purchaser shall include a written commitment to
comply with the terms and conditions of the previously approved discharge permit. OCD will not
transfer brine well operations until proper bonding or financial assurance is in place and approved
by the division. OCD reserves the right to require a modification of the permit during transfer.

23.  Closure Plan and Financial Assurance: Pursuant to 20.6.2.3107 NMAC an owner/operator shall
notify the OCD when any operations of the facility are to be discontinued for a period in excess of six
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months. Prior to closure, or as a condition of this permit, or request from the OCD, the operator will
submit an approved closure plan, modified plan, and/or provide adequate financial assurance.
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immediately responsible for obtaining the information, I believe that the information is true, accurate, and complete.
I am aware that there are significant penalties for submitting false information including the possibility of fine and
imprisonment.”

Company Name-print name above

Company Representative- print name

Company Representative- signature

Title

Date:
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NOTICE OF PUBLICATION

STATE OF NEW MEXICO
ENERGY, MINERALS AND NATURAL RESOURCES DEPARTMENT
OIL CONSERVATION DIVISION

Notice is hereby given that pursuant to New Mexico Water Quality Control Commission Regulations, the
following discharge permit application(s) has been submitted to the Director of the Oil Conservation
Division, 1220 S. Saint Francis Drive, Santa Fe, New Mexico 87505, Telephone (505) 476-3440:

(RW-02) - P&S Brine Sales, Paul Prather, P.O. Box 7169, Eunice, New
Mexico 88231, has submitted an application for the renewal of a

di scharge plan for the P&S Brine Sales Station, located in the SW/4

SE /4 of Section 34, Township 21 South, Range 37 East, NMPM, Lea
Cotinty, MNew Mexico. An average of 250 barrels per day of brine water
with 2 TDS of approximately 300,000 mg/l is produced for use in the oil
industry. Groundwater most likely to be affected by a spill, leak, or
accidental discharge to the surface is at a depth of approximately 45
feet with a total dissolved solids concentration of approximately 1400
mg/l. The discharge plan addresses how spills, leaks, and other
accidental discharges to the surface will be managed.

Any interested person may obtain further information from the Oil Conservation Division and may submit-
written comments to the Director of the Oil Conservation Division at the address given above. The
discharge permit application and draft discharge permit may be viewed at the above address between 8:00
a.m. and 4:00 p.m., Monday through Friday. The draft discharge permit may also be viewed at OCD’s
web site <http://www.emnrd.state.nm.us/ocd/>, Prior to ruling on any proposed discharge permit or its
modification, the Director of the Oil Conservation Division shall allow at least thirty (30) days after the
date of publication of this notice during which comments may be submitted and a public hearing may be
requested by any interested person. Requests for a public hearing shall set forth the reasons why a
hearing should be held. A hearing will be held if the Director determines there is significant public

interest. . . : : : _

If no public hearing is held, the Director will approve or disapprove the proposed permit based on
informmtion available. If a public hearing is held, the director will approve or disapprove the proposed
permit based on information in the permit and information submitted at the hearing.

GIVEN under the Seal of New Mexico Qil Conservation Commission at Santa Fe, New Mexjco, on this
28" day of January 2004.

STATE OF NEW MEXICO
OIL CONSERVATION DIVISION

SEAL : LORI WROTENBERY, Director
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Pur-suat to Section 3109.H.4., this approval is for a period of five years. This approval will expire
Jarauzy 06, 2009 and an application for renewal should be submitted in ample time before that date.
Pursuat to Section 5101.F. of the regulations, if a discharger submits a discharge permit renewal

app liction at least 120 days before the discharge permit expires and is in compliance with the approved

Sant: Fe, New Mexico 87505.

If youhave any questions, please contact Wayne Price of my staff at (505-476-3487). On behalf of the
stafT of the OCD, I wish to thank you and your staff for your cooperation during this discharge perrmit
review.

Sincerly,

RogerC. Anderson
Envircamental Bureau Chief

RCA/Ivp
XC: OCD Hobbs Office

ATTACHMENT TO THE DISCHARGE PERMIT BW-002 APPROVAL
P&S Brine Sales Eunice Brine Station
DISCHARGE PERMIT APPROVAL CONDITIONS
January 28, 2004

1. Payment of Discharge Permit Fees: The $100.00 filing fee has not been received by OCD. The
$1700.00 flat fee shall be submitted upon receipt of this-approval. The required flat fee may be
paid in a single payment due at the tirne of approval, or in equal annual installments over the
duration of the permit, with the first payment due upon receipt of this approval.

Commitments: P&S Brine Sales will abide by all commitrnents submitted in the discharge permit

o]
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Mr. Kevin Wilson

1&W Inc.

P.O. Box 98

Loco Hills, New Mexico 88255

Re: Discharge Permit “Eugenie Well No. 001” (BW-006) Class 111 Renewal
Dear Mr. Wilson:

Pursuant to all applicable parts of the Water Quality Control Commission (WQCC) Regulations
20.6.2 NMAC and more specifically 20.6.2.3104 - 20.6.2.3999 discharge permit, and
20.6.2.5000-.5299 Underground Injection Control, the Oil Conservation Division (OCD) hereby
approves the discharge permit and authorizes the operation and injection for the I & W Inc.
(Owner/Operator) brine well BW 006 (API# 30-015-22574) located in the SW/4, SW/4 of
Section 17, Township 22 South, and Range 27 East, NMPM, Eddy County, New Mexico, under
the conditions specified in the enclosed Attachment To The Discharge Permit.

Enclosed are two copies of the conditions of approval. Please sign and return one copy to the
New Mexico Oil Conservation Division (OCD) Santa Fe Office within 30 workmg days of
receipt of this Letter including permit fees.

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

If you have any questions, please contact Carl Chavez of my staff at (505-476-3491) or E-mail
carlj.chavez@state.nm.us. On behalf of the staff of the OCD, I wish to thank you and your staff
for your cooperation during this discharge permit review.

ayne Pfice
Environmental Bureau Chief

LWP/cc
Attachments-1
xc: OCD District Office

Oil Conservation Division * 1220 South St. Francis Drive * Santa Fe, New Mexico 87505
Phone: (505) 476-3440 * Fax (505) 476-3462 * http://www.emnrd.state.nm.us




Mr. Kevin Wilson
Eugenie No. 1 (BW-006)
January 24, 2008

Page 2 of 9

ATTACHMENT TO THE DISCHARGE PERMIT
I & W Inc. Brine Well (BW-006) .
" DISCHARGE PERMIT APPROVAL CONDITIONS

January 24, 2008
Please remit a check for $1700.00 made payable to Water Quality Management Fund:

Water Quality Management Fund
C/o: Oil Conservation Division
1220 S. Saint Francis Drive
Santa Fe, New Mexico 87505

1. Payment of Discharge Plan Fees: All discharge permits are subject to WQCC
Regulations. Every billable facility that submits a discharge permit application will be assessed
a filing fee of $100.00, plus a renewal flat fee (see WQCC Regulation 20.6.2.3114 NMAC).
The Oil Conservation Division (“OCD”) has received the required $100.00 filing fee. However,
the owner/operator still owes the required $1700.00 permit fee for a Class III Brine Well.

ML AL ML LT SR S

3. Permit Terms and Conditions: Pursuant to WQCC Regulation 20.6.2.3104 NMAC,
when a permit has been issued, the owner/operator must ensure that all discharges shall be
consistent with the terms and conditions of the permit. In addition, all facilities shall abide by
the applicable rules and regulations administered by the OCD pursuant to the Oil and Gas Act,
NMSA 1978, Sections 70-2-1 through 70-2-38.

4, Owner/Operator Commitments: The owner/operator shall abide by all commitments
submitted in its August 2, 2006 discharge permit application, including attachments and
subsequent amendments and these conditions for approval. Permit applications that reference
previously approved plans on file with the division shall be incorporated in this permit and the
owner/operator shall abide by all prevrous commitments of such plans and these conditions for
approval.

5. Modifications: WQCC Regulation 20.6.2.3107.C, 20.6.2.3109 and 20.6.2.5101. NMAC
addresses possible future modifications of a permit. The owner/operator (discharger) shall notify
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the OCD of any facility expansion, production increase or process modification that would result
in any significant modification in the discharge of water contaminants. The Division Director
may require a permit modification if any water quality standard specified at 20.6.2.3103 NMAC
is being or will be exceeded, or if a toxic pollutant as defined in WQCC Regulation 20.6.2.7
NMAC is present in ground water at any place of withdrawal for present or reasonably
foreseeable future use, or that the Water Quality Standards for Interstate and Intrastate streams as
specified in 20.6.4 NMAC are being or may be violated in surface water in New Mexico.

6. Waste Disposal and Storage: The owner/operator shall dispose of all wastes at an OCD-
approved facility. Only oil field RCRA-exempt wastes may be disposed of by injection in a Class
IT well. RCRA non-hazardous, non-exempt oil field wastes may be disposed of at an OCD-
approved facility upon proper waste determination pursuant to 40 CFR Part 261. Any waste
stream that is not listed in the discharge permit application must be approved by the OCD on a
case-by-case basis. . :

A. OCD Rule 712 Waste: Pursuant to OCD Rule 712 (19.15.9.712 NMAC) disposal
of certain non-domestic waste without notification to the OCD is allowed at NMED permitted
solid waste facilities if the waste stream has been identified in the discharge permit and existing
process knowledge of the waste stream does not change.

B. Waste Storage: The owner/operator shall store all waste in an impermeable
bermed area, except waste generated during emergency response operations for up to 72 hours. . All
waste storage areas shall be identified in the discharge permit application. Any waste storage area-
not identified in the permit shall be approved on a case-by-case basis only. The owner/operator. -
shall not store oil field waste on-site for more than 180 days unless approved by the OCD.

7. Drum Storage: The owner/operator must store all drums, including empty drums,
containing materials other than fresh water on an impermeable pad with curbing. The
owner/operator must store empty drums on their sides with the bungs in place and lined up on a
horizontal plane. The owner/operator must store chemicals in other containers, such as tote tanks,
sacks, or buckets on an impermeable pad with curbing. -

8. Process, Maintenance and Yard Areas: The owner/operator shall either pave and curb or
have some type of spill collection device incorporated into the design at all process, maintenance,
and yard areas which show evidence that water contaminants from releases, leaks and spills have
reached the ground surface.

9. Above Ground Tanks: The owner/operator shall ensure that all aboveground tanks have
impermeable secondary containment (e.g., liners and berms), which will contain a volume of at
least one-third greater than the total volume of the largest tank or all interconnected tanks. The
owner/operator shall retrofit all existing tanks before discharge permit renewal. Tanks that contain
fresh water or fluids that are gases at atmospheric temperature and pressure are exempt from this
condition. :
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10. Labeling: The owner/operator shall clearly label all tanks, drums, and containers to
identify their contents and other emergency notification information. The owner/operator may use
a tank code numbering system, which is incorporated into their emergency response plans.

11.  Below-Grade Tanks/Sumps and Pits/Ponds.

A. All below-grade tanks and sumps must be approved by the OCD prior to
installation and must incorporate secondary containment with leak detection into the design. The
owner/operator shall retrofit all existing systems without secondary containment and leak
detection before discharge permit renewal. All existing below-grade tanks and sumps without
secondary containment and leak detection must be tested annually or as specified herein.
Systems that have secondary containment with leak detection shall have a monthly inspection of
the leak detection system to determine if the primary containment is leaking. Small sumps or
depressions in secondary containment systems used to facilitate fluid removal are exempt from
these requirements if fluids are removed within 72 hours.

B. All pits and ponds, including modifications and retrofits, shall be designed by a
certified registered professional engineer and approved by the OCD prior to installation. In
general, all pits or ponds shall have approved hydrologic and geologic reports, location,
foundation, liners, and secondary containment with leak detection, monitoring and closure plans.
All pits or ponds shall be designed, constructed and operated so as to contain liquids and solids in
a manner that will protect fresh water, public health, safety and the environment for the
foreseeable future. The owner/operator shall retrofit all existing systems without secondary
containment and leak detection before discharge permit renewal.

C. The owner/operator shall ensure that all exposed pits, including lined pits and open
top tanks (8 feet in diameter or larger) shall be fenced, screened, netted, or otherwise rendered
non-hazardous to wildlife, including migratory birds.

D. The owner/operator shall maintain the results of tests and inspections at the facility
covered by this discharge permit and available for OCD inspection. The owner/operator shall
report the discovery of any system which is found to be leaking or has lost integrity to the OCD
within 15 days. The owner/operator may propose varicus methods for testing such as pressure
testing to 3 pounds per square inch greater than normal operating pressure and/or visual inspection
of cleaned tanks and/or sumps, or other OCD-approved methods. The owner/operator shall notify
the OCD at least 72 hours prior to all testing.

12. Underground Process/Wastewater Lines:

A. The owner/operator shall test all underground process/wastewater pipelines at least
once every five (5) years to demonstrate their mechanical integrity, except lines containing fresh
water or fluids that are gases at atmospheric temperature and pressure. Pressure rated pipe shall be
tested by pressuring up to one and one-half times the normal operating pressure, if possible, or for
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atmospheric drain systems, to 3 pounds per square inch greater than normal operating pressure, and
pressure held for a minimum of 30 minutes with no more than a-1% loss/gain in pressure. The -
owner/operator may use other methods for testing if approved by the OCD. ~ -+ .= "

B. The owner/operator shall maintain underground process and wastewater pipeline
schematic diagrams or plans showing all drains, vents, risers, valves, underground piping, pipe
type, rating, size, and approximate location. All new underground piping must be approved by the
OCD prior to installation. The owner/operator shall report any leaks or loss of integrity to the
OCD within 15 days of discovery. The owner/operator shall maintain the results of all tests at the
facility covered by this discharge permit and they shall be available for OCD inspection. The
owner/operator shall notify the OCD at least 72 hours prior to all testing.

13.  Class V Wells: The owner/operator shall close all Class V wells (e.g., septic systems,
leach fields, dry wells, etc.) that inject non-hazardous industrial wastes or a mixture of industrial
wastes and domestic wastes unless it can be demonstrated that ground water will not be impacted
in the reasonably foreseeable future. Leach fields and other wastewater disposal systems at OCD-
regulated facilities that inject non-hazardous fluid into or above an underground source of drinking
water are considered Class V injection wells under the EPA UIC program. Class V wells that
inject domestic waste only, must be permitted by the New Mexico Environment Department
(NMED).

14.  Housekeeping: The owner/operator shall inspect all systems.designed for spill -
collection/prevention and leak detection at least monthly to ensure proper operation and to prevent
over topping or system failure. All spill collection and/or secondary containment devices shall be
emptied of fluids within 72 hours of discovery. The owner/operator shall maintain all records at
the facility and available for OCD inspection.

15.  Spill Reporting: The owner/operator shall report all unauthorized discharges, spills, leaks
and releases and conduct corrective action pursuant to WQCC Regulation 20.5.12.1203 NMAC
and OCD Rule 116 (19.15.3.116 NMAC). The owner/operator shall notify both the OCD District
Office and the Santa Fe Office within 24 hours and file a written report within 15 days.

16.  OCD Inspections: The OCD may place additional requirements on the facility and
modify the permit conditions based on OCD inspections.

17.  Storm Water: The owner/operator shall implement and maintain run-on and runoff plans
and controls. The owner/operator shall not discharge any water contaminant that exceeds the
WQCC standards specified in 20.6.2.3101 NMAC or 20.6.4 NMAC (Water Quality Standards for
Interstate and Intrastate Streams) including any oil sheen in any storm water run-off. The
owner/operator shall notify the OCD within 24 hours of discovery of any releases and shall take
immediate corrective action(s) to stop the discharge. '

18.  Unauthorized Discharges: The owner/operator shall not allow or cause water pollution,
discharge or release of any water contaminant that exceeds the WQCC standards listed in



Mr. Kevin Wilson
Eugenie No. 1 (BW-006)
January 24, 2008

Page 6 of 9

20.6.2.3101 NMAC or 20.6.4 NMAC (Water Quality Standards for Interstate and Intrastate
Streams) unless specifically listed in the permit application and approved herein. An -
unauthorized discharge is a violation of this permit,

19.  Vadose Zone and Water Pollution: The owner/operator shall address any contamination
through the discharge permit process or pursuant to WQCC 20.6.2.4000-.4116 NMAC (Prevention
and Abatement of Water Pollution). The OCD may require the owner/operator to modify its
permit for investigation, remediation, abatement, and monitoring requirements for any vadose zone
or water pollution. Failure to perform any required investigation, remediation, abatement and
submit subsequent reports will be a violation of the permit.

20.  Additional Site Specific Conditions:

A. Groundwater Monitoring Program: The owner/operator shall maintain a
groundwater monitoring program to provide detection for any excursion of formation fluids
outside of the extraction area. The following is required:

1. Collect annual groundwater samples from the two on-site monitor wells.
These wells shall be purged, sampled, and analyzed for general chemistry, total dissolved solids,
pH, (EPA Method 40 CFR 136.3) and New Mexico Water Quality Control Commission (WQCC)
metals, all using EPA approved analytical methods and quality assurance/quality control (QA/QC)
procedures. Submit the analytical results in the annual report.

B. Subsidence Monitoring System: I&W, Inc. shall submit for
long-term subsidence, a report displaying all subsidence monitoring stations and monitoring
completed to date to address the requirements of the prior discharge plan by June 30, 2008. The
report shall summarize and include subsidence tables and graphs to 0.01 ft. A map shall depict the
facility and monitoring points to scale with verification of certified surveyor geodetic datums or
elevations are properly recorded. The report shall propose a schedule for long-term surveying to
ensure public safety subsidence/collapse issues are addressed due to the shallow nature of the brine
cavity. The report shall also include: a health and safety plan for alerting the proper authorities,
ensuring prompt evacuation of the community, and protection health and safety of the general
public. o

21.  Brine Well(s) Identification, Operation, Monitoring, Bonding and Reporting.

A. Well Identification: API# 30-015-22574

B. Well Work Over Operations: OCD approval will be obtained prior to performing
remedial work, pressure test or any other work. Approval will be requested on OCD
Form C-103 "Sundry Notices and Reports on Wells" (OCD Rule 1103.A.) with
appropriate copies sent to the OCD Environmental Bureau and District Office.
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Production Method: Fresh water will be injected down the casing and brine shall be
recovered up the tubing. Reverse flow will be allowed only once a month for up to
24 hours for clean out. Operators may request long term reverse operation if they can
demonstrate that additional casing and monitoring systems are installed and approved
by OCD. Operating in the reverse mode for more than 24 hours unless approved
otherwise is a violation of this permit.

Well Pressure Limits: The maximum operating surface injection and/or test
pressure measured at the wellhead shall not exceed 238 psig unless otherwise
approved by the OCD. The operator shall have a working pressure limiting device
or controls to prevent overpressure. Any pressure that causes new fractures or
propagate existing fractures or causes damage to the system shall be reported to OCD
within 24 hours of discovery.

Mechanical Integrity Testing: Conduct an annual open to formation pressure test by
pressuring up the formation with approved fluids or gas to a minimum of 300 psig
measured on the surface casing for four hours. However, no operator may exceed test
pressures that may cause formation fracturing (see item 21.D above) or system
failures. Systems requiring test pressures less than 300 psig must be approved by
OCD prior to testing. At least once every five years and during well work-overs the
salt cavern formation will be isolated from the casing/tubing annuals and the casing
pressure tested at 300 psig for 30 minutes. All pressure tests must be performed per
the scheduled shown below and witnessed by OCD unless otherwise approved.

Testing Schedule:

2007- 4hour = (@ 238 psig casing open to formation test
2008- 4hour (@ 238 psig casing open to formation test
2009- 4 hour (@ 238 psig casing open to formation test
2010- 4hour (@ 238 psig casing open to formation test
2011- 30 minute @ 300 psig casing test only (set packer to isolate formation)
2012- 4hour (@ 238 psig casing open to formation test
2013- 4hour (@ 238 psig casing open to formation test
2014- 4hour (@ 238 psig casing open to formation test

Capacity/ Cavity Configuration and Subsidence Survey: The operator shall provide
information on the size and extent of the solution cavern and geologic/engineering
data demonstrating that continued brine extraction will not cause surface subsidence,
collapse or damage to property, or become a threat to public health and the
environment. This information shall be supplied in each annual report. OCD may
require the operator to perform additional well surveys, test, and install subsidence
monitoring in order to demonstrate the integrity of the system. If the operator cannot
demonstrate the integrity of the system to the satisfaction of the Division then the
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operator may be required to shut-down, close the site and properly plug and
abandoned the well. : : -

Any subsidence must be reported within 24 hours of discovery.

. Production/Injection Volumes: The volumes of fluids injected (fresh water) and

produced (brine) will be recorded monthly and submitted to the OCD Santa Fe Office
in the annual report.

. Analysis of Injection Fluid and Brine: Provide an analysis of the injection fluid and

brine with each annual report. Analysis will be for General Chemistry (method 40
CFR 136.3) using EPA methods.

Area of Rev1ew ( AOR) The operator shall report within 24 hours of dlscovery of
any new wells, conduits, or any other device that penetrates or may penetrate the
injection zone within % mile from the brine well.

Loss of Mechanical Integrity: The operator shall report within 24 hours of discovery
of any failure of the casing, tubing or packer, or movement of fluids outside of the
injection zone. The operator shall cease operations until proper repairs are made and
the operator receives OCD approval to re-start injection operations.

Bonding or Financial Assurance: The operator shall maintain at a minimum, a one
well plugging bond in the amount of $50,000.00 to restore the site, plug and abandon
the well by January 1, 2008, pursuant to OCD rules and regulations. If warranted,
OCD may require additional financial assurance.

Annual Report: All operators shall submit an annual report due on January 31 of
each year. The report shall include the following information:

1. Cover sheet marked as “Annual Brine Well Report, name of operator, BW
permit #, API# of well(s), date of report, and person submitting report.

2. Brief summary of brine wells operations including description and reason for
any remedial or major work on the well. Copy of C-103.

3. Production volumes as required above in 21.G. including a running total
should be carried over to each year. The maximum and average injection
pressure.

4. A copy of the chemical analysis as required above in 21.H.

A copy of any mechanical integrity test chart, including the type of test, i.e.

open to formation or casing test.

Brief explanation describing deviations from normal production methods.

A copy of any leaks and spills reports.

If applicable, results of any groundwater monitoring.

Information required from cavity/subsidence 21.F. above.

bt

o oo
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10. An Area of Review (AOR) summary.
11. Sign-off requirements pursuant to WQCC Subsection G 20.6.2.5101.

22.  Transfer of Discharge Permit: Pursuant to WQCC 20.6.2.5101.H the owner/operator and
new owner/operator shall provide written notice of any transfer of the permit. Both parties shall
sign the notice 30 days prior to any transfer of ownership, control or possession of a facility with
an approved discharge permit. In addition, the purchaser shall include a written commitment to
comply with the terms and conditions of the previously approved discharge permit. OCD will not
transfer brine well operations until proper bonding or financial assurance is in place and approved
by the division. OCD reserves the right to require a modification of the permit during transfer.

23. Closure Plan and Financial Assurance: Pursuant to 20.6.2.3107 NMAC an owner/operator shall
notify the OCD when any operations of the facility are to be discontinued for a period in excess of six
months. Prior to closure, or as a condition of this permit, or request from the OCD, the operator will
submit an approved closure plan, modified plan, and/or provide adequate financial assurance.

24.  Certification: I & W Inc. (Owner/Operator), by the officer whose signature appears
below, accepts this permit and agrees to comply with all submitted commitments, including these
terms and conditions contained here. Owner/Operator further acknowledges that the OCD may,
for good cause shown, as necessary to protect fresh water, public health, safety, and the
environment, change the conditions and requirements of this permit administratively.

Conditions accepted by: "I certify under penalty of law that I have personally examined and am familiar with
the information submitted in this document and all attachments and that, based on my inquiry of those individuals
immediately responsible for obtaining the information, I believe that the information is true, accurate, and complete.
I am aware that there are significant penalties for submitting false information including the possibility of fine and

imprisonment."
L+ Twe.

Company Name-print name above
° 2

Kews Wilsont
Company Representatiye- print name
( E i g

Company Representative- signature

Title ébmﬁ//‘éﬂs ,/f/%ofﬂtﬂf/@
Date: 03/5,/ 2, y




NEW MEXICO ENERGY, MINERALS and
NATURAL RESOURCES DEPARTMENT

BILL RICHARDSON Mark E. Fesmire, P.E.
Governor _ Director
Joanna Prukop Oil Conservation Division

Cabinet Secrelary
August 8, 2007

Mr. Kevin Wilson

[ & W Inc.

P.O. Box 98

Loco Hills, New Mexico 88233

Re: Discharge Plan Renewal of Permit (BW-006)
I & W Inc.
Class II1 Brine Well
Eugenie Well No. 001, API No. 30-015-22574
995 FSL and 641 FWL UL: M Section 17, T 22 S, R 27
Eddy County, New Mexico

Dear Mr. Wilson:

The New Mexico Oil Conservation Division (NMOCD) has received 1 & W Inc.’s renewal
application for the “Eugenie Well No. 1” brine well to inject fresh water and extract 10 pound brine
water from the Salado Formation at a daily rate of 200 barrels per day and at a maximum injection
pressure of 238 psig. The Class 111 brine well is located approximately 6 miles southwest of Aztec,
at the intersection of CR-350 and CR-3773. The initial and subsequent submittals provided the
required information in order to deem the renewal application “administratively” complete.

Therefore, the New Mexico Water Quality Control Commission regulations (WQCC) notice
requirements of 20.6.2.3108 NMAC must be satisfied and demonstrated to the NMOCD. NMOCD
will provide public notice pursuant to the WQCC notice requirements of 20.6.2.3108 NMAC to
determine if there is any public interest. '

Please contact me at (505) 476-3491 or carlj.chavez(@state.nm.us if you have questions. Thank you
for your cooperation during this discharge permit review.

Sincerely,
b, Mo,
/f"

Carl J. Chdvez
Environmental Engineer

CIC/eje

xc:  OCD District Office

Oil Conservation Division * 1220 South St. Francis Drive * Santa Fe, New Mexico 87505
Phone: (303) 476-3440 * Fax (505) 476-3462 * htp://www.emnrd.state.nm.us




| & W, Inc.
ACCOUNT NO. | vinoor | ocD oI conservaTioN pivisioN | ceck no. |IEEN_| creck pate | 2/11/08
INVOICE NUMBER INV. DATE REFERENCE INVOICE AMOUNT AMOUNT PAID DISCOUNT TAKEN NET CHECK AMOUNT

VOUCHER

CHECK DATE ( CHECK TOTAL ] 1,800.00

LRI ANUING




ACKNOWLEDGEMENT OF RECEIPT
 OF CHECK/CASH

1 hereby acknowledge rf:ceipt of check No.'____ . dated _ & _/f( /O T

or cash rccewed on _ inthe amount of $__/ K00

from ,qu.) J-M(

for BQ) OOQ _

Submllted by: Z ﬁw:' CAkC 2 /-/;@ s> Date: S A 5[3 &

Submitted to A!SD by: _ acmr Date: 3//8/08'.

Received in ASD by: - L Datc: | |
Filing Fee ____ New Facility " Renewal
Modiﬂcatibn__- Other 3 |

Organization Code - 521.07 - Applicable FY__2004 -

To be deposited in the Water Quality Management Fund.

Full Payment _ or Annual Increment




“NEW MEXICO ENERGY, MINERALS and
R F NAKURAL RESOURCES DEPARTMENT

BILL RICHARDSON | EB 15 P 1227 TEeE CIT 7777 Mark E. Fesmire, P.E.
Governor T ?h Director
Joanna Prukop JAP‘J 2 8 7on@il E" nservation Division
Cabinet Secretary By m‘ WY
January 24,2008 7 Treee \

Mr. Kevin Wilson

1&W Inc.

P.O. Box 98

Loco Hills, New Mexico 88255

Re: Discharge Permit “Eugenie Well No. 001” (BW-006) Class III Renewal
Dear Mr. Wilson:

Pursuant to all applicable parts of the Water Quality Control Commission (WQCC) Regulations
20.6.2 NMAC and more specifically 20.6.2.3104 - 20.6.2.3999 discharge permit, and
20.6.2.5000-.5299 Underground Injection Control, the Oil Conservation Division (OCD) hereby
approves the discharge permit and authorizes the operation and injection for the I & W Inc.
(Owner/Operator) brine well BW 006 (API# 30-015-22574) located in the SW/4, SW/4 of
Section 17, Township 22 South, and Range 27 East, NMPM, Eddy County, New Mexico, under
the conditions specified in the enclosed Attachment To The Discharge Permit.

Enclosed are two copies of the conditions of approval. Please sign and return one copy to the
New Mexico Oil Conservation Division (OCD) Santa Fe Office within 30 workmg days of
receipt of this Letter including permit fees.

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

If you have any questions, please contact Carl Chavez of my staff at (505-476-3491) or E-mail
carlj.chavez@state.nm.us. On behalf of the staff of the OCD, I wish to thank you and your staff
for your cooperation during this discharge permit review.

Sincerely, |
s

Environmental Bureau Chief

LWP/cc
Attachments-1
xc: OCD District Office

Qil Conservation Division * 1220 South St. Francis Drive * Santa Fe, New Mexico 87505
Phone: (505) 476-3440 * Fax (505) 476-3462 * http://www.emnrd.state.nm.us




NEW MEXICO ENERGY, MINERALS and
NATURAL RESOURCES DEPARTMENT

BILL RICHARDSON Mark E. Fesmire, P.E.
Governor : Director
Joanna Prukop ' _ Oil Conservation Division

Cabinet Secretary
August 8, 2007

Mr. Kevin Wilson

I & W Inc.

P.O. Box 98

Loco Hills, New Mexico 88255

Re:  Discharge Plan Renewal of Permit (BW-006)
: [ & Wine, . '
Class I1I Brine Well
Eugenie Well No. 001, API No. 30-015-22574
995 FSL and 641 FWL UL: M Section 17, T 22 S, R 27
Eddy County, New Mexico '

Dear Mr. Wilson:

The New Mexico Oil Conservation Division (NMOCD) has received I & W Inc.’s renewal
application for the “Eugenie Well No. 1” brine well to inject fresh water and extract 10 pound brine
water from the Salado Formation at a daily rate of 200 barrels per day and at a maximum injection
pressure of 238 psig. The Class I1I brine well is located approximately 6 miles southwest of Aztec,
at the intersection of CR-350 and CR-3773. The initial and subsequent submittals provided the
required information in order to deem the renewal application “administratively” complete.

Therefore, the New Mexico Water Quality Control Commission regulations (WQCC) notice
ramniramante af 1N A 7 21N NIM A mnct ha caticfied and demanctrated ta the NMOCTD NMQOCD

Carl J. Chavez
Environmental Engineer

CIC/cje

xc:  OCD District Office

Oil Conservation Division * 1220 South St. Francis Drive * Santa Fe, New Mexico 87505
Phonc: (505) 476-3440 * Fax (505) 4?6-3462 * hittp://www.emnrd. state. nm.us




NOTICE OF PUBLICATION

STATE OF NEW MEXICO
ENERGY, MINERALS AND NATURAL RESOURCES DEPARTMENT
OIL CONSERVATION DIVISION

Notice is hereby given that pursuant to New Mexico Water Quality Control Commission Regulations (20.6.2.3 106

"NMAC), the following discharge permit application(s) has been submitted to the Director of the New Mexico Oil
Conservation Division (“NMOCD”), 1220 S. Saint Francis Drive, Santa Fe, New Mexico 87505, Telephone (505)
476-3440: :

(BW-006) I & W Inc. Mr. Kevin Wilson, P.O. Box 98, Loco Hills, New Mexico 88255, has submitted
an application for the renewal of a discharge plan for the brine well “Eugenie Well No. 1,” (API#
30-015-22574) located in the SW/4, SW/4 of Section 17, Township 22 South, Range 27 East,
NMPM, Eddy County, New Mexico. The brine extraction well is located just south of U.S. Hwy. 285
near the intersection of Hwy. 285 and Canal Street in Carlsbad. An average of 200 barrels per day of
brine water with a total dissolved solids (TDS) concentration of approximately 463,000 mg/L is
produced for use in the oil industry. Groundwater most likely to be affected by a spill, leak, or
accidental discharge to the surface is at a depth of approximately 45 feet with a TDS of approximately
200 mg/L. The discharge plan addresses well construction, operation, monitoring of the well,
associated surface facilities, and provides a contingency plan in the event of accidental spllls, leaks
and other accidental discharges in order to protect fresh water.

Fresh water will be injected though the outer casing into the Salado Formation at an injection depth of
456 ft. below ground surface at a maximum allowable injection pressure of 238 psig. Brine water will
be extracted upward through the tubing at a depth of 601 ft. below ground sui‘face.

The NMOCD has determmed that the appllcatlon is admmlstratxvely complete and has prepared a draft permit. The
NMOCD will accept comments and statements of interest regarding this application and will create a facility-specific
mailing list for persons who wish to receive future notices. Persons interested in obtaining further information,
‘submitting comments or requesting to be on a facility-specific mailing list for future notices may contact the .
~ Environmental Bureau Chief of the Oil Conservation Division at the address given above. The administrative
completenéss determination and draft permit may be viewed at the above address between 8:00 a.m. and 4:00 p.m.,
Monday through Friday, or may also be viewed at the NMOCD web site http://www.emnrd.state.nm. us;’ocdf
Persons interested in obtaining a copy of the application and draft permit may contact the NMOCD at the address
given above. Prior to ruling on any proposed discharge permit or major modification, the Director shall allow a

period of at least thirty (30) days after the date of publication of this notice, during which interested persons may
submit comments or request that NMOCD hold a public hearing. Requests for a public hearing shall set forth the
reasons why a hearing should be held. A hearing will be held if the Director determines that there is significant public
interest.

If no public hearing is held, the Director will approve or disapprove the proposed permit based on information
available, including all comments received. If a public hearing is held, the director will approve or disapprove the
proposed permit based on information in the permit application and information submitted at the hearing.

Para obtener mas informacion sobre esta solicitud en espariol, sirvase comunicarse por favor: New Mexico
Energy, Minerals and Natural Resources Department (Depto. Del Energia, Minerals y Recursos Naturales de
Nuevo Meéxico), Oil Conservation Division (Depto. Conservacio'n Del Petroleo), 1220 South St. Francis Drive,



Santa Fe, New Meéxico (Contacto: Dorothy Phillips, 505-476-3461)

GIVEN under the Seal of New Mexico Oil Conservation Commisston at Santa Fe, New M’exico, on this 8th day of
August 2007.

STATE OF NEW MEXICO
OIL CONSERVATION DIVISION

SEAL Mark Fesmire, Director



NEW MEXICO ENERGY, MINERALS and
NATURAL RESOURCES DEPARTMENT

BILL RICHARDSON ' ' - Mark E. Fesmire, P.E.
Governor ' ' Director
Joanna Prukop ' o ' Oil Conservation Division

Cabinet Secretary
January 24, 2008 -

Mr. Kevin Wilson

I&W Inc.

P.O. Box 98

Loco Hills, New Mexico 88255

Re: Discharge Permit “Eugenie Wéll No. 001” (BW-006) Class III Renewal
Dear Mr. Wilson:

Pursuant to all applicable parts of the Water Quality Control Commission (WQCC) Regulations
20.6.2 NMAC and more specifically 20.6.2.3104 - 20.6.2.3999 discharge permit, and
20.6.2.5000-.5299 Underground Injection Control, the 0Oil Conservation Division (OCD) hereby
“approves the discharge permit and authorizes the operation and injection for the I & W Inc.
(Owner/Operator) brine well BW 006 (API# 30-015-22574) located in the SW/4, SW/4 of
Section 17, Township 22 South, and Range 27 East, NMPM, Eddy County, New Mexico, under
the conditions specified in the enclosed ‘Attachment To The Discharge Permit. '

Enclosed are two copies of the conditions of approval. Please sign and return one copy to the
New Mexico Oil Conservation Division (OCD) Santa Fe Office within 30 working days of
receipt of this Letter including permit fees.

Please be advised that approval of this permit does not relieve the owner/operator of
responsibility should operations result in pollution of surface water, ground water or the

~ environment. Nor does approval of the permit relieve the owner/operator of its responsibility to_
comply with any other applicable governmental authority's rules and regulations.

If you have any questions, please contact Carl Chavez of my staff at (505-476-3491) or E-mail
carlj.chavez@state.nm.us. On behalf of the staff of the OCD, I wish to thank you and your staff
for your cooperation during this discharge permit review.

Sincerely,

Wayne Pfice
Environmental Bureau Chief

LWP/cc
Attachments-1
xc:  OCD District Office

0il Conservation Division * 1220 South St. Francis Drive * Santa Fe, New Mexico 87505
Phone: (505) 476-3440 * Fax (505) 476-3462 * http://www.emnrd.state.nm.us




Mr. Kevin Wilson
Eugenie No. 1 (BW-006)
January 24, 2008

Page 2 of 9

ATTACHMENT TO THE DISCHARGE PERMIT
I & W Inc. Brine Well (BW-006)
DISCHARGE PERMIT APPROVAL CONDITIONS

January 24, 2008
Please remit a check for $1700.00 made payable to Water Quality Management Fund:

Water Quality Management Fund
C/o: Oil Conservation Division
1220 S. Saint Francis Drive
Santa Fe, New Mexico 87505

1. Payment of Discharge Plan Fees: All discharge permits are subject to WQCC
Regulations. Every billable facility that submits a discharge permit application will be assessed
- a filing fee of $100.00, plus a renewal flat fee (see WQCC Regulation 20.6.2.3114 NMAC).

The Oil Conservation Division (“OCD”) has received the required $100.00 filing fee. However,
the owner/operator still owes the required $1700.00 permit fee for a Class II1 Brine Well.

2. Permit Expiration and Renewal: Pursuant to WQCC Regulation 20.6.2.3109.H.4
NMAC, this permit is valid for a period of five years. The permit will expire on January 6,
2014 and an application for renewal should be submitted no later than 120 days before that
expiration date. Pursuant to WQCC Regulation 20.6.2.3106.F NMAC, if a discharger submits a
discharge permit renewal application at least 120 days before the discharge permit expires and is
in compliance with the approved permit, then the existing discharge permit will not expire until
the application for renewal has been approved or disapproved. Expired permits are a violation
of the Water Quality Act {Chapter 74, Article 6, NMSAI9 78} and civil penalties may be
assessed accordingly. ' ' o o

3. Permit Terms and Conditions: Pursuant to WQCC Regulation 20.6.2.3104 NMAC,
when a permit has been issued, the owner/operator must ensure that all discharges shall be
consistent with the terms and conditions of the permit. In addition, all facilities shall abide by
the applicable rules and regulations administered by the OCD pursuant to the Oil and Gas Act,
NMSA 1978, Sections 70-2-1 through 70-2-38. ' ' ‘

4. Owner/Operator Commitments: The owner/operator shall abide by all commitments
submitted in its August 2, 2006 discharge permit application, including attachments and
subsequent amendments and these conditions for approval. Permit applications that reference
previously approved plans on file with the division shall be incorporated in this permit and the
owner/operator shall abide by all previous commitments of such plans and these conditions for

approval.

5. Modifications: WQCC Regulation 20.6.2.3107.C, 20.6.2.3109 and 20.6.2.5101.INMAC
addresses possible future modifications of a permit. The owner/operator (discharger) shall notify
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the OCD of any facility expansion, production increase or process modification that would result .
in any significant modification in the discharge of water contaminants. The Division Director
may require a permit modification if any water quality standard specified at 20.6.2.3103 NMAC
is being or will be exceeded, or if a toxic pollutant as defined in WQCC Regulation 20.6.2.7
NMAC is present in ground water at any place of withdrawal for present or reasonably
foreseeable future use, or that the Water Quality Standards for Interstate and Intrastate streams as
specified in 20.6.4 NMAC are being or may be violated in surface water in New Mexico.

6. Waste Disposal and Storage: The owner/operator shall dispose of all wastes at an OCD-
approved facility. Only oil field RCRA-exempt wastes may be disposed of by injection in a Class
Il well. RCRA non-hazardous, non-exempt oil field wastes may be disposed of at an OCD-
approved facility upon proper waste determination pursuant to 40 CFR Part 261. Any waste
stream that is not listed in the discharge permit application must be approved by the OCD on a
case-by-case basis.

A. OCD Rule 712 Waste: Pursuant to OCD Rule 712 (19.1 5.9.712 NMAC) disposal
of certain non-domestic waste without notification to the OCD is allowed at NMED permitted
solid waste facilities if the waste stream has been identified in the discharge permit and existing
process knowledge of the waste stream does not change. :

B. Waste Storage: The owner/operator shall store all waste in an impermeable '
bermed area, except waste generated during emergency response operations for up to 72 hours. All
waste storage areas shall be identified in the discharge permit application. Any waste storage area
not identified in the permit shall be approved on a case-by-case basis only. The owner/operator
shall not store oil field waste on-site for more than 180 days unless approved by the OCD.

7. Drum Storage: The owner/operator must store all drums, including empty drums,
containing materials other than fresh water on an impermeable pad with curbing. The
owner/operator must store empty drums on their sides with the bungs in place and lined up on a
horizontal plane. The owner/operator must store chemicals in other containers, such as tote tanks,
‘sacks, or buckets on an impermeable pad with curbing. '

8. Process, Maintenance and Yard Areas: The owner/operator shall either pave and curb or
have some type of spill collection device incorporated into the design at all process, maintenance,

and yard areas which show evidence that water contaminants from releases, leaks and spills have
reached the ground surface.

9.  Above Ground Tanks: The owner/operator shall ensure that all aboveground tanks have
impermeable secondary containment (€.g., liners and berms), which will contain a volume of at
least one-third greater than the total volume of the largest tank or all interconnected tanks. The
‘owner/operator shall retrofit all existing tanks before discharge permit renewal. Tanks that contain
fresh water or fluids that are gases at atmospheric temperature and pressure are exempt from this
condition. :
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10.  Labeling: The owner/operator shall clearly label all tanks, drums, and containers to _
identify their contents and other emergency notification information. The owner/operator may use
a tank code numbering system, which is incorporated into their emergency response plans.

11.  Below-Grade Tanks/Sumps and Pits/Ponds.

A. All below-grade tanks and sumps must be approved by the OCD prior to
installation and must incorporate secondary containment with leak detection into the design. The -
owner/operator shall retrofit all existing systems without secondary containment and leak
detection before discharge permit renewal. All existin g below-grade tanks and sumps without
secondary containment and leak detection must be tested annually or as specified herein. _
Systems that have secondary containment with leak detection shall have a monthly inspection.of
the leak detection system to determine if the primary containment is leaking. Small sumps or _
depressions in secondary containment systems used to facilitate fluid removal are exempt from
these requirements if fluids are removed within 72 hours.

B. All pits and ponds, including modifications and retrofits, shall be desi gned by a
certified registered professional engineer and approved by the OCD prior to installation. In-
general, all pits or ponds shall have approved hydrologic and geologic reports, location,
foundation, liners, and secondary containment with leak detection, monitoring and closure plans.
All pits or ponds shall be designed, constructed and operated so as to contain liquids and solids in
a manner that will protect fresh water, public health, safety and the environment for the _
foreseeable future. The owner/operator shall retrofit all existing systems without secondary
containment and leak detection before discharge permit renewal. '

C. The owner/operator shall ensure that all exposed pits, including lined pits and open
top tanks (8 feet in diameter or larger) shall be fenced, screened, netted, or otherwise rendered
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atmospheric drain systems, to 3 pounds per square inch greater than normal operating pressure, and
pressure held for a minimum of 30 minutes with no more than a 1% loss/gain in pressure. The
owner/operator may use other methods for testing if approved by the OCD. -

B.  The owner/operator shall maintain underground process and wastewater pipeline
schematic diagrams or plans showing all drains, vents, risers, valves, underground piping, pipe
 type, rating, size, and approximate location. All new underground piping must be approved by the
OCD prior to installation. The owner/operator shall report any leaks or loss of integrity to the
OCD within 15 days of discovery. The owner/operator shall maintain the results of all tests at the
facility covered by this discharge permit and they shall be available for OCD inspection. The
owner/operator shall notify the OCD at least 72 hours prior to all testing.

13.  Class V Wells: The owner/operator shall close all Class V wells (e.g., septic systems,
leach fields, dry wells, etc.) that inject non-hazardous industrial wastes or a mixture of industrial
wastes and domestic wastes unless it can be demonstrated that ground water will not be impacted
in the reasonably foreseeable future. Leach fields and other wastewater disposal systems at OCD-
regulated facilities that inject non-hazardous fluid into or above an underground source of drinking
water are considered Class V injection wells under the EPA UIC program. Class V wells that
~ inject domestic waste only, must be permitted by the New Mexico Environment Department
(NMED). -

14.  Housekeeping: The owner/operator shall inspect all systems designed for spill
collection/prevention and leak detection at least monthly to ensure proper operation and to prevent
over topping or system failure. All spill collection and/or secondary containment devices shall be
emptied of fluids within 72 hours of discovery. The owner/operator shall maintain all records at

the facility and available for OCD inspection.

15.  Spill Reporting: The owner/operator shall report all unauthorized discharges, spills, leaks
and releases and conduct corrective action pursuant to WQCC Regulation 20.5.12.1203 NMAC
and OCD Rule 116 (19.15.3.116 NMAC). The owner/operator shall notify both the OCD District
Office and the Santa Fe Office within 24 hours and file a written report within 15 days.

16. OCD Inspections: The OCD may place additional requirements on the fability and
modify the permit conditions based on OCD inspections.

17.  Storm Water: The owner/operator shall implement and maintain run-on and runoff plans
and controls. The owner/operator shall not discharge any water contaminant that exceeds the
WQCC standards specified in 20.6.2.3101 NMAC or 20.6.4 NMAC (Water Quality Standards for
Interstate and Intrastate Streams) including any oil sheen in any storm water run-off. The
owner/operator shall notify the OCD within 24 hours of discovery of any releases and shall take
immediate corrective action(s) to stop the discharge.

18. Unauthorized Discharges: The owner/operator shall not allow or cause water pollution,
discharge or release of any water contaminant that exceeds the WQCC standards listed in
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20.6.2.3101 NMAC or 20.6.4 NMAC (Water Quality Standards for Inferstate and Intrastate
Streams) unless specifically listed in the permit application and approved herein. An
unauthorized discharge is a violation of this permit.

19. Vadose Zone and Water Pollution: The owner/operator shall address any contamination-
through the discharge permit process or pursuant to WQCC 20.6.2.4000-.4116 NMAC (Prevention
and Abatement of Water Pollution). The OCD may require the owner/operator to modify its
permit for investigation, remediation, abatement, and monitoring requirements for any vadose zone
or water pollution. Failure to perform any required investigation, remediation, abatement and
submit subsequent reports will be a violation of the permit.

20. Additional Site Specific Conditions:

A. ‘Groundwater Monitoring Program: The owner/operator shall maintain a
groundwater monitoring program to provide detection for any excursion of formation fluids
outside of the extraction area. The following is required: '

: 1. Collect annual groundwater samples from the two on-site monitor wells.
These wells shall be purged, sampled, and analyzed for general chemistry, total dissolved solids, -
pH, (EPA Method 40 CFR 136.3) and New Mexico Water Quality Conirol Commission (WQCC)
metals, all using EPA approved analytical methods and quality assurance/quality control (QA/QC)
procedures. Submit the analytical results in the annual report.

B.  Subsidence Monitoring System: 1&W, Inc. shall submit for
long-term subsidence, a report displaying all subsidence monitoring stations and monitoring
completed to date to address the requirements of the prior discharge plan by June 30, 2008. The
report shall summarize and include subsidence tables and graphs to 0.01 ft. A map shall depict the
facility and monitoring points to scale with verification of certified surveyor geodetic datums or
elevations are properly recorded. The report shall propose a schedule for long-term surveying to
ensure public safety subsidence/collapse issues are addressed due to the shallow nature of the brine
cavity. The report shall also include: a health and safety plan for alerting the proper authorities,
ensuring prompt evacuation of the community, and protection health and safety of the general
- public.

21.  Brine Well(s) Identification, Operation, Monitoring, Bonding and Reporting.

A. Well Identification: API # 30-015-22574

B. Well Work Over Operations: OCD approval will be obtained prior to performing
remedial work, pressure test or any other work. Approval will be requested on OCD
Form C-103 "Sundry Notices and Reports on Wells" (OCD Rule 1103.A.) with
appropriate copies sent to the OCD Environmental Bureau and District Office.
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C.

Production Method: Fresh water will be injected down the casing and brine shall be
recovered up the tubing. Reverse flow will be allowed only once a month for up to

" 24 hours for clean out. Operators may request long term reverse operation if they can

demonstrate that additional casing and monitoring systems are installed and approved
by OCD. Operating in the reverse mode for more than 24 hours unless approved
otherwise is a violation of this permit. ' '

Well Pressure Limits: The maximum operating surface injection and/or test
pressure measured at the wellhead shall not exceed 238 psig unless otherwise

“approved by the OCD. The operator shall have a working pressure limiting device

or controls to prevent overpressure. Any pressure that causes new fractures or
propagate existing fractures or causes damage to the system shall be reported to OCD
within 24 hours of discovery. ' '

Mechanical Integrity Testing; Conduct an annual open to formation pressure test by
pressuring up the formation with approved fluids or gas to a minimum of 300 psig
measured on the surface casing for four hours. However, no operator may exceed test
pressures that may cause formation fracturing (see item 21.D above) or system
failures. Systems requiring test pressures less than 300 psig must be approved by
OCD prior to testing. At least once every five years and during well work-overs the
salt cavern formation will be isolated from the casing/tubing annuals and the casing -
pressure tested at 300 psig for 30 minutes. All pressure tests must be performed per
the scheduled shown below and witnessed by OCD unless otherwise approved.

Testing Schedule:

2007- 4 hour (@ 238 psig casing open to formation test
2008- 4hour (@ 238 psig casing open to formation test

2009- 4hour (@ 238 psig casing open to formation test

2010- 4 hour (@ 238 psig casing open to formation test
2011- 30 minute @ 300 psig casing test only (set packer to isolate formation)
2012- 4hour (@ 238 psig casing open to formation test
2013- 4 hour (@ 238 psig casing open to formation test
2014- 4hour @ 238 psig casing open to formation test

Capacity/ Cavity Configuration and Subsidence Survey: The operator shall provide
information on the size and extent of the solution cavern and geologic/engineering
data demonstrating that continued brine extraction will not cause surface subsidence,
collapse or damage to property, or become a threat to public health and the
environment. This information shall be supplied in each annual report. OCD may
require the operator to perform additional well surveys, test, and install subsidence
monitoring in order to demonstrate the integrity of the system. If the operator cannot
demonstrate the integrity of the system to the satisfaction of the Division then the
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operator may be required to shut-down, close the site and properly plug and
abandoned the well. '

Any subsidence must be reported within 24 hours of discovery.

- Production/Injection Volumes: The volumes of fluids injected (fresh water) and

produced (brine) will be recorded monthly and submitted to the OCD Santa Fe Office
in the annual report.

- Analysis of Injection Fluid and Brine: Provide an analysis of the injection fluid and

brine with each annual report. Analysis will be for General Chemistry (method 40
CFR 136.3) using EPA methods.

Area of Review (AOR): The operator shall report within 24 hours of discovery of
any new wells, conduits, or any other device that penetrates or may penetrate the

‘injection zone within % mile from the brine well.

Loss of Mechanical Integrity: The operator shall report within 24 hours of discovery
of any failure of the casing, tubing or packer, or movement of fluids outside of the
injection zone. The operator shall cease operations until proper repairs are made and

the operator receives OCD approval to re-start injection operations.

- Bonding or Financial Assurance: The operator shall maintain at a minimum, a one .

well plugging bond in the amount of $50,000.00 to restore the site, plug and abandon
the well by January 1, 2008, pursuant to OCD rules and regulations. If warranted,
OCD may require additional financial assurance. -

Annual Report: All operators shall submit an annual report due on January 31 of
each year. The report shall include the following informat_ion:

1. Cover sheet marked as “Annual Brine Well Report, name of operator, BW
permit #, API# of well(s), date of report, and person submitting report. _

2. Brief summary of brine wells operations including description and reason for
any remedial or major work on the well. Copy of C-103.

3. Production volumes as required above in 21.G. including a running total

should be carried over to each year. The maximum and average injection

pressure. '

A copy of the chemical analysis as required above in 21.H.

A copy of any mechanical integrity test chart, including the type of test, i.e.

open to formation or casing test. -

Brief explanation describing deviations from normal production methods.

A copy of any leaks and spills reports.

[f applicable, results of any groundwater monitoring.

Information required from cavity/subsidence 21.F. above.

O

© 00 N o
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10. An Area of Review (AOR) summary. _
11. Sign-off requirements pursuant to WQCC Subsection G 20.6.2.51 01.

22.  Transfer of Discharge Permit: Pursuant to WQCC 20.6.2.5101.H the owner/operator and
new owner/operator shall provide written notice of any transfer of the permit. Both parties shall
sign the notice 30 days prior to any transfer of ownership, control or possession of a facility with
an approved discharge permit. In addition, the purchaser shall include a written commitment to
comply with the terms and conditions of the previously approved discharge permit. OCD will not
transfer brine well operations until proper bonding or financial assurance is in place and approved
by the division. OCD reserves the right to require a modification of the permit during transfer.

23.  Closure Plan and Financial Assurance: Pursuantto 20.6.2.3107 NMAC an owner/operator shall
notify the OCD when any operations of the facility are to be discontinued for a period in excess of six
months. Prior to closure, or as a condition of this permit, or request from the OCD, the operator will -
submit an approved closure plan, modified plan, and/or provide adequate financial assurance.

24.  Certification: 1 & W Inc. (Owner/Operator), by the officer whose signature appears
below, accepts this permit and agrees to comply with all submitted commitments, including these
terms and conditions contained here. Owner/Operator further acknowledges that the OCD may,
for good cause shown, as necessary to protect fresh water, public health, safety, and the
environment, change the conditions and requirements of this permit administratively.

Conditions accepted by: "I certify under penalty of law that [ have personally examined and am familiar with
the information submitted in this document and all attachments and that, based on my inquiry of those individuals
immediately responsible for obtaining the information, I believe that the information is true, accurate, and complete.
| am aware that there are significant penalties for submitting false information including the possibility of fine and
imprisonment." ' : ' :

Company Name-print name above

Company Representative- print name

Company Representative- signature

Title

- Date:
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ATTACHMENT TO THE DISCHARGE PLAN BW-006 APPROVAL
I&W, Inc. Carlsbad Eugenie Brine Extraction Facility (BW-006)
DISCHARGE PLAN APPROVAL CONDITIONS
July 16, 2001

Payment of Discharge Plan Fees: The $100.00 filing fee has been received by OCD. The
$1700.00 flat fee shall be submitted upon receipt of this approval. The required flat fee may
be paid in a single payment due at the time of approval, or in equal annual installments over
the duration of the plan, with the first payment due upon receipt of this approval.

Commitments: I&W, Inc. will abide by all commitments submitted in the discharge plan
renewal application dated January 29, 2001 and these conditions for approval.

Production Method: Fresh water will be injected down the casing and brine shall be
recovered up the tubing. Reverse flow will be allowed only once a month for up to 24 hours
for clean out.

Maximum Injection Pressure: The maximum operating injection and/or test pressure at
the well head will be such that the fracture pressure of the injection formation will not be
exceeded. Please provide to OCD by January 31, 2002 (first annual report) the system
fracture pressure calculated at the bottom casing shoe, fracture pressure gradient (psi/ft)
for the system, and the maximum surface injection pressure that will not cause new
fractures or propagate existing fractures.

Pursuant to OCD Letter dated June 22, 2000 the maximum operating pressure shall
not exceed 238 psig.

Mechanical Integrity Testing: I& W, Inc. will conduct an annual open to formation pressure
test by pressuring up the formation with fluids to one and one-half times the normal
operating pressure or 300 psig whichever is greater for four hours. However, no operator may
exceed surface injection or test pressures that may cause formation fracturing (see item 4
above) or system failures. Systems requiring test pressures less than 300 psig or methods
that use testing media other than fluids, i.e. gas, must be approved by OCD prior to testing.
Brine supply wells operating with isolation packers will have to pressure test both the cavern
formation and casing/tubing annuals.
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1.

At least once every five years and during well work-overs the cavern formation will be
isolated from the casing/tubing annuals and the casing pressure tested at 300 psig for 30
minutes. All pressure test must be witnessed by OCD.

Production/Injection Volumes/Annual Report: The volumes of fluids injected (fresh water)
and produced (brine) will be recorded monthly and submitted to the OCD Santa Fe Office
in an annual report due on the thirty-first (31) day of January of each year.

Analysis of Injection Fluid and Brine: Provide an analysis of the injection fluid and brine
with each annual report. Analysis will be for General Chemistry (Method 40 CFR 136.3)
using EPA methods.

Groundwater Monitoring Program: OCD requires I&W Inc. to maintain a groundwater
monitoring program to provide detection for any excursion of formation fluids outside of the
extraction area. The following will be initially required:

A. Collect annual water samples from the two on-site monitor wells. These wells shall
be purged, sampled and analyzed for General chemistry, total dissolved solids, pH
(EPA method CFR 40 136.3) and New Mexico Water Quality Control Commission
(WQCC) metals, all using EPA approved methods and quality assurance/quality
control (QA/QC) procedures. Submit the analytical results in the annual report. All
sampling shall be witnessed by OCD.

B. Provide a local city map showing the location of the water wells that samples were
collected on August 22, 2000. Please provide this information by August 15, 2001.

Drum Storage: All drums containing materials other than fresh water must be stored on an
impermeable pad with curbing. All empty drums should be stored on their sides with the
bungs in place and lined up on a horizontal plane. Chemicals in other containers such as
sacks or buckets must also be stored on an impermeable pad with curbing.

Process Areas: All process and maintenance areas which show evidence that leaks and spills
are reaching the ground surface must be either paved and curbed or have some type of spill
collection device incorporated into the design.

Above Ground Tanks: All above ground tanks which contain fluids other than fresh water
must be bermed to contain a volume of one-third more than the total volume of the largest
tank or of all interconnected tanks. All new facilities or modifications to existing facilities
must place the tank on an impermeable type pad within the berm.
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12.

13.

14.

15.

16.

17.

Above Ground Saddle Tanks: Above ground saddle tanks must have impermeable pad and
curb type containment unless they contain fresh water or fluids that are gases at atmospheric
temperature and pressure.

Labeling: All tanks, drums, and other containers should be clearly labeled to identify
their contents and other emergency information necessary if the tank were to rupture, spill,
or ignite.

Below Grade Tanks/Sumps: All below grade tanks, sumps, and pits must be approved by
the OCD prior to installation or upon modification and must incorporate secondary
containment and leak-detection into the design. All pre-existing sumps and below-grade
tanks must be tested to demonstrate their mechanical integrity no later than December 31,
2001 and every year from tested date, thereafter. Permittees may propose various methods
for testing such as pressure testing to 3 pounds per square inch above normal operating
pressure and/or visual inspection of cleaned out tanks and/or sumps, or other OCD approved
methods. The OCD will be notified at least 72 hours prior to all testing. The test results will
be submitted to OCD in the annual report.

Underground Process/Wastewater Lines: All underground process/wastewater pipelines must

be tested to demonstrate their mechanical integrity no later than December 31, 2001 and
every 5 years, from tested date, thereafter. Permittees may propose various methods for
testing such as pressure testing to 3 pounds per square inch above normal operating pressure
or other means acceptable to the OCD. The OCD will be notified at least 72 hours prior to
all testing. The test results will be submitted to OCD in the first annual report.

Class V Wells: No Class V wells that inject non-hazardous industrial wastes or a mixture
of industrial wastes and domestic wastes will be approved for construction and/or operation
unless it can be demonstrated that groundwater will not be impacted in the reasonably
foreseeable future. Leach fields and other wastewater disposal systems at OCD regulated
facilities which inject non-hazardous fluid into or above an underground source of drinking
water are considered Class V injection wells under the EPA UIC program. Class V wells that
inject domestic waste only must be permitted by the New Mexico Environment Department.

Well Work Over Operations: OCD approval will be obtained from the Director prior to
performing remedial work, pressure test or any other Work over. Approval will be requested
on OCD Form C-103 "Sundry Notices and Reports on Wells" (OCD Rule 1103.A.) with
appropriate copies sent to the OCD Artesia District Office.
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19.

20.

21.

22.

23.

24.

25.

Housekeeping: All systems designed for spill collection/prevention, and leak detection will be
inspected daily to ensure proper operation and to prevent overtopping or system failure. All spill
collection and/or secondary containment devices will be emptied of fluids within 48 hours of
discovery. A record of inspections will be retained on site for a period of five years.

Spill Reporting: All spills/releases shall be reported pursuant to OCD Rule 116. and WQCC
1203. to the OCD Artesia District Office.

Waste Disposal: All wastes will be disposed of at an OCD approved facility. Only oilfield
exempt wastes shall be disposed of down Class II injection wells. Non-exempt oilfield wastes
that are non-hazardous may be disposed of at an OCD approved facility upon proper waste
determination per 40 CFR Part 261. Any waste stream that is not listed in the

discharge plan will be approved by OCD on a case-by-case basis.

Transfer of Discharge Plan: The OCD will be notified prior to any transfer of ownership,
control, or possession of a facility with an approved discharge plan. A written commitment
to comply with the terms and conditions of the previously approved discharge plan must be
submitted by the purchaser and approved by the OCD prior to transfer.

Closure: The OCD will be notified when operations of the facility are discontinued for a
period in excess of six months. Prior to closure of the facility a closure plan will be
submitted for approval by the Director. Closure and waste disposal will be in accordance
with the statutes, rules and regulations in effect at the time of closure.

OCD Inspections: Additional requirements may be placed on the facility based upon
results from OCD inspections.

Storm Water Plan: 1&W, Inc. will submit a storm water run-off plan for OCD approval by
December 31, 2001.

Capacity and Cavity Configuration: The OCD is in receipt of the Sonar Survey dated October
19, 1996 showing the configuration and size of the mined cavity. 1&W, Inc. shall submit for
OCD approval a method to detect long-term subsidence. Please submit the plan by August
15, 2001.
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Certification: I&W, Inc. by the officer whose signature appears below, accepts this permit
and agrees to comply with all terms and conditions contained herein. I&W, Inc. further
acknowledges that these conditions and requirements of this permit may be changed
administratively by the Division for good cause shown as necessary to protect fresh water,
human health and the environment.

Conditions accepted by: I1&W, Inc.
GeoRae. Prrchm an

Company'ﬁepresentative- print name

iﬁmﬂ@%&‘«-‘*— Date A3/ )

Company Répresentative- Sign

Title * Vg A &%e?\
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CERTIFIED MAIL
RETURN RECEIPT NO. 5357 7690

George Parchman

I1&W, Inc.

P.O. Box 98

Loco Hills, New Mexico, 88255

Re:  Discharge Plan Renewal
Carlisbad Eugenie Brine Extraction Facility BW-006
Eddy County, New Mexico

Dear Mr. Parchman:

The groundwater discharge plan renewal for the Carlsbad Eugenie Brine Extraction Facility Well
BW-006 operated by I&W, Inc. located in SW/4 SW/4 of Section 17, Township 22 South, Range
27 East, NMPM, Eddy County, New Mexico is hereby approved under the conditions
contained in the enclosed attachment. Enclosed are two copies of the conditions of approval.
Please sign and return one copy to the New Mexico Oil Conservation Division (OCD) Santa
Fe Office within 30 working days of receipt of this letter.

The original discharge plan was approved on December 18, 1982 by the OCD with an expiration
date of December 18, 1987. Subsequent to renewal, administration of the brine program was
transferred to the Environmental Improvement Division and then returned to OCD in 1989. The
discharge plan has subquently been renewed by OCD on June 19, 1991 and April 15, 1996 with
an expiration date of June 19, 2001. The discharge plan renewal application dated January 29,
2001 including attachments, submitted pursuant to Section 5101.B.3. of the New Mexico Water
Quality Control Commission (WQCC) Regulations also includes all earlier applications and all
conditions later placed on those approvals. The discharge plan renewal application was
submitted pursuant to Section 5101.B.3. of the New Mexico Water Quality Control Commission
(WQCC) Regulations. The discharge plan is renewed pursuant to Section 5101.A. and 3109.C.
Please note Section 3109.G., which provides for possible future amendment of the plan. Please
be advised that approval of this plan does not relieve I&W, Inc. of liability should operations
result in pollution of surface or ground waters, or the environment.

Please be advised that all exposed pits, including lined pits and open top tanks (exceeding 16 feet
in diameter) shall be screened, netted, or otherwise rendered nonhazardous to wildlife including
migratory birds.

Oil Conservation Division * 1220 South St. Francis Drive * Santa Fe, New Mexico 87505
Phone: (505) 476-3440 * Fax (505) 476-3462 * http://www.emnrd.state.nm.us
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Please note that Section 3104. of the regulations requires that "when a plan has been approved,
discharges must be consistent with the terms and conditions of the plan." Pursuant to Section
3107.C., I&W, Inc. is required to notify the Director of any facility expansion, production
increase, or process modification that would result in any change in the discharge of water
quality or volume.

Pursuant to Section 3109.H.4., this approval is for a period of five years. This approval will
expire June 19, 2006 and an application for renewal should be submitted in ample time before
that date. Pursuant to Section 5101.F. of the regulations, if a discharger submits a discharge plan
renewal application at least 120 days before the discharge plan expires and is in compliance with
the approved plan, then the existing discharge plan will not expire until the application for
renewal has been approved or disapproved.

The discharge plan application for the I&W, Inc. Carlsbad Eugenie Brine Extraction Facility is
subject to the WQCC Regulation 3114. Every billable facility submitting a discharge plan will
be assessed a fee equal to the filing fee of $100.00 plus a flat fee of $1700.00 for brine stations.
The OCD has not received the $1700.00 flat fee. The flat fee may be paid in a single payment
due on the date of the discharge plan approval or in five equal installments over the expected
duration of the discharge plan. Installment payments shall be remitted yearly, with the first
installment due on the date of the discharge plan approval and subsequent installments due on
this date of each calendar year.

' Please make all checks payable to: Water Quality Management Fund -
' Clo. Oil Conservation Division
~ 1220 South Saint Francis Drive

Santa Fe, New Mexico 87505.

If you have any questions, please contact Wayne Price of my staff at (505-476-3487). On behalf
of the staff of the OCD, [ wish to thank you and your staff for your cooperation during this
discharge plan review.

Sincerely,

e/

Roger C. Anderson
Environmental Bureau Chief
RCA/lwp

Attachment-1
XC: OCD Artesia Office
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ATTACHMENT TO THE DISCHARGE PLAN BW-006 APPROVAL
I&W, Inc. Carisbad Eugenie Brine Extraction Facility (BW-006)
DISCHARGE PLAN APPROVAL CONDITIONS
July 16, 2001

Payment of Discharge Plan Fees: The $100.00 filing fee has been received by OCD. The
$1700.00 flat fee shall be submitted upon receipt of this approval. The required flat fee may
be paid in a single payment due at the time of approval, or in equal annual installments over
the duration of the plan, with the first payment due upon receipt of this approval.

Commitments: [&W, Inc. will abide by all commitments submitted in the discharge plan
renewal application dated January 29, 2001 and these conditions for approval.

Production Method: Fresh water will be injected down the casing and brine shall be
recovered up the tubing. Reverse flow will be allowed only once a month for up to 24 hours
for clean out.

Maximum Injection Pressure: The maximum operating injection and/or test pressure at
the well head will be such that the fracture pressure of the injection formation will not be
exceeded. Please provide to OCD by January 31, 2002 (first annual report) the system
fracture pressure calculated at the bottom casing shoe, fracture pressure gradient (psi/ft)
for the system, and the maximum surface injection pressure that will not cause new
fractures or propagate existing fractures.

Pursuant to OCD Letter dated June 22, 2000 the maximum operating pressure shall
not exceed 238 psig.

Mechanical Integrity Testing: I&W, Inc. will conduct an annual open to formation pressure
test by pressuring up the formation with fluids to one and one-half times the normal
operating pressure or 300 psig whichever is greater for four hours. However, no operator may
exceed surface injection or test pressures that may cause formation fracturing (see item 4

above) or system failures. Systems requiring test pressures less than 300 psig or methods

that use testing media other than fluids, i.e. gas, must be approved by OCD prior to testing.
Brine supply wells operating with isolation packers will have to pressure test both the cavern
formation and casing/tubing annuals.
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10.

11.

At least once every five years and during well work-overs the cavern formation will be
isolated from the casing/tubing annuals and the casing pressure tested at 300 psig for 30
minutes. All pressure test must be witnessed by OCD.

Production/Injection Volumes/Annual Report: The volumes of fluids injected (fresh water)
and produced (brine) will be recorded monthly and submitted to the OCD Santa Fe Office
in an annual report due on the thirty-first (31) day of January of each year.

Analysis of Injection Fluid and Brine: Provide an analysis of the injection fluid and brine
with each annual report. Analysis will be for General Chemistry (Method 40 CFR 136.3)
using EPA methods.

Groundwater Monitoring Program: OCD requires I&W Inc. to maintain a groundwater
monitoring program to provide detection for any excursion of formation fluids outside of the
extraction area. The following will be initially required:

A. Collect annual water samples from the two on-site monitor wells. These wells shall
be purged, sampled and analyzed for General chemistry, total dissolved solids, pH
(EPA method CFR 40 136.3) and New Mexico Water Quality Control Commission
(WQCC) metals, all using EPA approved methods and quality assurance/quality
control (QA/QC) procedures. Submit the analytical results in the annual report. All
sampling shall be witnessed by OCD.

B. Provide a local city map showing the location of the water wells that samples were
collected on August 22, 2000. Please provide this information by August 15, 2001.

Drum Storage: All drums containing materials other than fresh water must be stored on an
impermeable pad with curbing. All empty drums should be stored on their sides with the
bungs in place and lined up on a horizontal plane. Chemicals in other containers such as
sacks or buckets must also be stored on an impermeable pad with curbing.

Process Areas: All process and maintenance areas which show evidence that leaks and spills
are reaching the ground surface must be either paved and curbed or have some type of spill
collection device incorporated into the design.

Above Ground Tanks: All above ground tanks which contain fluids other than fresh water
must be bermed to contain a volume of one-third more than the total volume of the largest
tank or of all interconnected tanks. All new facilities or modifications to existing facilities
must place the tank on an impermeable type pad within the berm.
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12.

13.

14.

15.

16.

17.

Above Ground Saddle Tanks: Above ground saddle tanks must have impermeable pad and
curb type containment unless they contain fresh water or fluids that are gases at atmospheric
temperature and pressure.

Labeling: All tanks, drums, and other containers should be clearly labeled to identify
their contents and other emergency information necessary if the tank were to rupture, spill,
or ignite.

Below Grade Tanks/Sumps: All below grade tanks, sumps, and pits must be approved by
the OCD prior to installation or upon modification and must incorporate secondary
containment and leak-detection into the design. All pre-existing sumps and below-grade
tanks must be tested to demonstrate their mechanical integrity no later than December 31,
2001 and every year from tested date, thereafter. Permittees may propose various methods
for testing such as pressure testing to 3 pounds per square inch above normal operating
pressure and/or visual inspection of cleaned out tanks and/or sumps, or other OCD approved
methods. The OCD will be notified at least 72 hours prior to all testing. The test results will
be submitted to OCD in the annual report.

Underground Process/Wastewater Lines: All underground process/wastewater pipelines must
be tested to demonstrate their mechanical integrity no later than December 31, 2001 and
every S years, from tested date, thereafter. Permittees may propose various methods for
testing such as pressure testing to 3 pounds per square inch above normal operating pressure
or other means acceptable to the OCD. The OCD will be notified at least 72 hours prior to
all testing. The test results will be submitted to OCD in the first annual report.

Class V Wells: No Class V wells that inject non-hazardous industrial wastes or a mixture
of industrial wastes and domestic wastes will be approved for construction and/or operation
unless it can be demonstrated that groundwater will not be impacted in the reasonably
foreseeable future. Leach fields and other wastewater disposal systems at OCD regulated
facilities which inject non-hazardous fluid into or above an underground source of drinking
water are considered Class V injection wells under the EPA UIC program. Class V wells that
inject domestic waste only must be permitted by the New Mexico Environment Department.

Well Work Over Operations: OCD approval will be obtained from the Director prior to
performing remedial work, pressure test or any other Work over. Approval will be requested -
on OCD Form C-103 "Sundry Notices and Reports on Wells" (OCD Rule 1103.A.) with
appropriate copies sent to the OCD Artesia District Office.
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18.

19.

20.

21.

22,

23.

24.

25.

Housekeeping: All systems designed for spill collection/prevention, and leak detection will be
inspected daily to ensure proper operation and to prevent overtopping or system failure. All spill
collection and/or secondary containment devices will be emptied of fluids within 48 hours of
discovery. A record of inspections will be retained on site for a period of five years.

Spill Reporting: Al spills/releases shall be reported pursuant to OCD Rule 116. and WQCC
1203. to the OCD Artesia District Office.

Waste Disposal: All wastes will be disposed of at an OCD approved facility. Only oilfield
exempt wastes shall be disposed of down Class II injection wells. Non-exempt oilfield wastes
that are non-hazardous may be disposed of at an OCD approved facility upon proper waste
determination per 40 CFR Part 261. Any waste stream that is not listed in the

discharge plan will be approved by OCD on a case-by-case basis.

Transfer of Discharge Plan: The OCD will be notified prior to any transfer of ownership,
control, or possession of a facility with an approved discharge plan. A written commitment
to comply with the terms and conditions of the previously approved discharge plan must be
submitted by the purchaser and approved by the OCD prior to transfer.

Closure: The OCD will be notified when operations of the facility are discontinued for a
period in excess of six months. Prior to closure of the facility a closure plan will be
submitted for approval by the Director. Closure and waste disposal will be in accordance
with the statutes, rules and regulations in effect at the time of closure.

OCD Inspections: Additional requirements may be placed on the facility based upon
results from OCD inspections.

Storm Water Plan: I1&W, Inc. will submit a storm water run-off plan for OCD approval by
December 31, 2001.

Capacity and Cavity Configuration: The OCD is in receipt of the Sonar Survey dated October

19, 1996 showing the configuration and size of the mined cavity. 1&W, Inc. shall submit for
OCD approval a method to detect long-term subsidence. Please submit the plan by August
15, 2001.
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26.

Certification: I&W, Inc. by the officer whose signature appears below, accepts this permit
and agrees to comply with all terms and conditions contained herein. 1&W, Inc. further
acknowledges that these conditions and requirements of this permit may be changed
administratively by the Division for good cause shown as necessary to protect fresh water,
human health and the environment.

Conditions accepted by: I&W, Inc.

Company Representative- print name

Date

Company Representative- Sign

Title
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STATE OF NEW MEXICO
ENERGY, MINERALS AND NATURAL RESOURCES DEPARTMENT

OIL CONSERVATION DIVISION

2040 S. PACHECOD
SANTA FE. NEW MEXICO 87505
(505) 827-7131

April 15, 1996

Mr. George Parchman

I1& W, Inc.

P.O. Box 727

Carlsbad, New Mexico 88220

RE: Discharge Plan BW-006 Renewal
Eugenie Brine Extraction Facility
Eddy County, New Mexico

Dear Mr. Parchman:

The groundwater discharge plan renewal, BW-006, for the I & W, Inc. Eugenie Brine Extraction
Facility, located in the SW/4 SW/4 Section 17, Township 22 South, Range 27 East, NMPM,
Eddy County, New Mexico, is hereby approved under the conditions contained in the enclosed
attachment. The renewal application consists of the original discharge plan as approved December
18, 1982; the renewal application dated May 28, 1987; and the materials dated June 10, 1988,
October 11, 1988, November 10, 1988, May 1, 1991 , and June 14, 1991; the discharge plan
renewal as approved June 19, 1991; and the discharge plan renewal application dated August 2,
1995. Enclosed are two copies of the conditions of approval. Please sign and return one copy
to the New Mexico Qil Conservation Division (OCD) Santa Fe Office within five working
days of receipt of this letter.

The discharge plan renewal application was submitted pursuant to Section 5101.B.3. of the New
Mexico Water Quality Control Commission (WQCC) Regulations. It is approved pursuant to
Section 5101.A. and 3109.C. Please note Section 3109.F., which provides for possible future
amendment of the plan. Please be advised that approval of this plan does not relieve I & W, Inc.
of liability should their operation result in pollution of surface or ground waters, or the
environment.
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Please be advised that all exposed pits, including lined pits and open top tanks (exceeding 16 feet
in diameter) shall be screened, netted, or otherwise rendered nonhazardous to wildlife including
migratory birds.

Please note that Section 3104. of the regulations requires that "when a plan has been approved,
discharges must be consistent with the terms and conditions of the plan." Pursuant to Section
3107.C., I & W, Inc. is required to notify the Director of any facility expansion, production
increase, or process modification that would result in any change in the discharge of water quality
or volume.
19

Pursuant to Section 3109.G.4., this approval is for a period of five years. This approval will
expire June 2001, and an application for renewal should be submitted in ample time before
that date. It should be noted that all discharge plan facilities will be required to submit plans for,
or the results of, an underground drainage testing program as a requirement for discharge plan
renewal.

The discharge plan renewal application for the I & W, Inc. Eugenie Brine Extraction Facility is
subject to the WQCC Regulation 3114. Every billable facility submitting a discharge plan will
be assessed a fee equal to the filing fee of $50 plus one half of the flat fee or $690 for brine
stations. The $50 filing fee was received by the OCD on August 18, 1995. The OCD has not
received the flat fee of $690, which may be paid in a single payment due on the date of the
discharge plan approval or in five equal installments over the expected duration of the discharge
plan. Installment payments shall be remitted yearly, with the first installment due on the date of
the discharge plan approval and subsequent installments due on this date of each calendar year.

Please make all checks payable to: NMED-Water Quality Management and addressed to the
OCD Santa Fe Office.

On behalf of the staff of the Oil Conservation Division, I wish to thank you and your staff for
your cooperation during this discharge plan review.

William 7J.
Director

WIL/mwa
Attachments
Xc: OCD Artesia Office
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ATTACHMENT TO THE DISCHARGE PLAN BW-006 RENEWAL
[ & W, INC.
EUGENIE BRINE EXTRACTION FACILITY
DISCHARGE PLAN REQUIREMENTS
(April 15, 1996)

. The $690 flat fee shall be submitted upon receipt of this
approval. The required flat fee may be paid in a single payment due at the time of
approval, or in equal annual installments over the duration of the plan, with the first
payment due upon receipt of this approval.

L& W, Inc. Commitments: I & W, Inc. will abide by all commitments submitted in the
renewal application dated August 2, 1995.

Production Method: Fresh water will be injected down the tubing of the No. 1 well and
brine shall be recovered up the tubing of the No. 2 well. Reverse flow will be allowed
only once a month for up to 24 hours for clean out.

Maximum Injection Pressure: The maximum operating injection pressure at the well head
will be such that the fracture pressure of the injection formation will not be exceeded.

I & W, Inc. Eugenie Brine Extraction Facility shall supply and obtain approval for any
changes to the approval for the maximum and average injection pressures and injection
volumes.

Mechanical Integrity Testing: The OCD requires an annual open hole pressure test equal
to one and one-half of the normal operating pressure for four hours with ten percent bleed-
off allowed. At least once every five years the OCD requires the above mentioned open
hole test with zero bleed-off allowed. If zero bleed-off cannot be achieved, the casing
will be isolated from the formation and tested to 300 psi for 30 minutes. During well
work over, the OCD requires the casing to be isolated from the casing and tested to 300
psi for 30 minutes. The OCD will be notified at least 72 hours prior to all testing so that
an OCD representative may witness the test.

A mechanical integrity test equal to 300 psi for 30 minutes with zero bleed-off will be
conducted on the wells by December 31, 1996. The OCD will be notified at least 72 hours
prior to the test so that the OCD may witness the test.
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10.

11.

Capacity and Cavity Configuration: The capacity and configuration of the salt cavern
will be determined by December 31,1996 by sonar survey or an alternate method approved
by the OCD. The OCD will be notified at least 72 hours prior to all testing so that an
OCD representative may witness the testing.

Subsidence Survey: I & W will design and install a series of survey points over the area
of the facility and the salt cavern by December 31, 1996 to monitor any future surface
subsidence. The OCD will be notified at least 72 hours pnor to all testing so that an OCD
representative may witness the testing.

Production/Injection Volumes: The volumes of fluids injected (fresh water) and produced
(brine) will be recorded monthly and submitted to the OCD Santa Fe Office quarterly.

Drum Storage: All drums containing materials other than fresh water must be stored on
an impermeable pad with curbing. All empty drums should be stored on their sides with
the bungs in place and lined up on a horizontal plane. Chemicals in other containers such
as sacks or buckets should also be stored on an impermeable pad with curbing.

Process Areas: All process and maintenance areas which show evidence that leaks and
spills are reaching the ground surface must be either paved and curbed or have some type
of spill collection device incorporated into the design.

The fluid loading pads show evidence of fluids reaching the ground surface. All process
and maintenance areas which show evidence that leaks and spills are reaching the ground
surface must be either paved and curbed or have some type of spill collection device
incorporated into the design.

Above Ground Tanks: All above ground tanks which contain fluids other than fresh water
must be bermed to contain a volume of one-third more than the total volume of the largest
tank or of all interconnected tanks. All new facilities or modifications to existing facilities
must place the tank on an impermeable type pad within the berm.

Currently the four 1,000 barrel brine storage tanks do not have any containment.
Please submit a plan to the OCD by May 20, 1996 for containment of the storage tanks.

The existing concrete containment around the truck washout collection tank appears to
have run over. Please submit a plan to the OCD by May 20, 1996 for containment
of future overflows.
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12.  Above Ground Saddle Tanks: Above ground saddle tanks must have impermeable pad
and curb type containment unless they contain fresh water or fluids that are gases at
atmospheric temperature and pressure.

13.  Tank Labeling: All tanks should be cléariy labeled to identify their contents and other
emergency information necessary if the tank were to rupture, spill, or ignite.

14.  Below Grade Tanks/Sumps: All below grade tanks, sumps, and pits must be approved by
the OCD prior to installation or upon modification and must incorporate secondary
containment and leak-detection into the design. All pre-existing sumps and below-grade
tanks must demonstrate integrity on an annual basis. Integrity tests include pressure testing
to 3 pounds per square inch above normal operating pressure and/or visual inspection of
cleaned out tanks /or sumps.

Integrity testing for 1996 must be completed by December 31, 1996. The OCD will be
notified at least 72 hours prior to all testing so that an OCD representative may witness the
testing.

15.  Underground Process/Wastewater Lines: All underground process/wastewater, and brine

transfer pipelines must be tested to demonstrate their mechanical integrity at present and
then every 5 years there after. Permittees may propose various methods for testing such
as pressure testing to 3 pounds per square inch above normal operating pressure or other
means acceptable to the OCD.

Integrity testing for 1996 must be completed by December 31, 1996. The OCD will be
notified at least 72 hours prior to all testing so that an OCD representative may witness the
testing.

16.  Truck Wash Pad: The truck wash pad shows evidence of wash water overflows on to
the ground surface. Please submit a plan to the OCD by May 20, 1996 for containment
of future overflows.

The fluids generated from the wash pad are non-exempt wastes and cannot be disposed
of in a class II well. Please sample and test using EPA approved methods for metals,
Polynuclear Aromatic Hydrocarbons, Halogenated and Aromatic Organics, and
major Cations and Anions by May 20, 1996. Please send the results to the OCD.

17.  Well Workover Operations: OCD approval will be obtained from the Director prior to
performing remedial work or any other workover. Approval will be requested on OCD

Form C-103 "Sundry Notices and Reports on Wells" (OCD Rule 1103.A.) with
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appropriate copies sent to the OCD Artesia District Office.

18.  Housekeeping: All systems designed for spill collection/prevention, and leak detection will
be inspected daily to ensure proper operation and to prevent overtopping or system failure.

19.  Spill Reporting: All spills/releases shall be reported pursuant to OCD Rule 116. and
WQCC 1203. to the OCD Artesia District Office.

20.  Transfer of Discharge Plan: The OCD will be notified prior to any transfer of ownership,
control, or possession of a facility with an approved discharge plan. A written
commitment to comply with the terms and conditions of the previously approved discharge
plan must be submitted by the purchaser and approved by the OCD prior to transfer.

21.  Closure: The OCD will be notified when operations of the facility are discontinued for a
period in excess of six months. Prior to closure of the facility a closure plan will be
submitted for approval by the Director. Closure and waste disposal will be in accordance
with the statutes, rules and regulations in effect at the time of closure.

22.  OCD Inspections: Additional requirements may be placed on the facility based upon results
from OCD inspections.

23.  Conditions accepted by:

Company Representative Date

Title

x'\. s
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