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2p-015- 3/798

Dear Mr. Chumbley:

The groundwater discharge plan application, BW-029, for the Marbob Energy Corporation
(Marbob) Marbob Dodd A Brine Well located 300 FSL and 1850 FWL in Section 22, Township
17 South, Range 29 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 Qil Conservation Division
(OCD) Santa Fe Office within 30 working days of receipt of this letter.

The application consists of the original discharge plan application dated December 10, 1998,
supplemental information supplied in letter dated March 31, 1999, site and well plugging bonds
and the discharge permit renewal application dated May 21, 2004 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 renewal application was submitted pursuant to Section 20.6.2.5101 of the New
Mexico Water Quality Control Commission (WQCC) Regulations. The discharge is issued
pursuant to Section 5101 and 3109.C. Please note Section 3109.G., which provides for possible
future amendment of the permit. Please be advised that approval of this permit does not relieve
Marbob Energy Corporation 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.
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Please note that Section 3104 of the regulations requires that "when a permit has been approved,
discharges must be consistent with the terms and conditions of the permit.” Pursuant to Section
3107.C., operators are 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 May 21, 2009 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
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.

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 permit, with the first payment due
upon receipt of this approval.

If you have any questions, please contact Wayne Price of my staff at (505-476-3487) or E-mail
wprice@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 plan review.

Sincerely,

/‘-’——_\
Roger E; Anderson :

Enyironmental Bureau Chief
RCA/lwp

Attachment-1 _
Xc: OCD Artesia Office
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ATTACHMENT TO THE DISCHARGE Permit BW-029 APPROVAL
Marbob Energy Corporation Marbob Dodd A Brine Well (BW-029)
DISCHARGE PERMIT APPROVAL CONDITIONS

August 16, 2004 ’

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 permit, with the first payment due upon receipt of this approval.

Commitments: Marbob Energy Corporation will abide by all commitments submitted in the
discharge permit renewal application dated May 21, 2004 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 and will not cause new fractures or propagate existing fractures or cause damage to
the system.

Mechanical Integrity Testing: Conduct an annual open to formation pressure test by
pressuring up the formation with fluids to one and one-half times the normal opérating
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 5 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.

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 tests must be witnessed by OCD.
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10.

11.

12.

13.

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.

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 an annual
report due on the first day of September 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.

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.

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.
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14.

15.

16.

17.

18.

19.

Below Grade Ponds/Pits/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 below grade tanks, sumps and
pits must be tested annually, except systems that have secondary containment with leak
detection. These systems with leak detection shall have a monthly inspection of the leak
detection to determine if the primary containment is leaking. Results of tests and inspections
shall be maintained at the facility covered by this discharge permit and available for
NMOCD inspection. Any system found to be leaking shall be reported pursuant to Item #
19. Permit holders 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.

Underground Process/Wastewater Lines: All underground process/wastewater pipelines
must be approved by the OCD prior to installation and must be tested to demonstrate their
mechanical integrity every five (5) years. Results of such tests shall be maintained at the
facility covered by this discharge plan and available for NMOCD inspection. Permit holders
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.

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 ted 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 Environmental Bureau and District Office.

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.

Spill Reporting: All spills/releases shall be reported pursuant to OCD Rule 116. and WQCC
1203. to the OCD Artesia District Office.
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20.  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 will be approved by OCD on a case-by-case basis.

Rule 712 Waste: Pursuant to Rule 712, disposal of certain non-domestic waste is allowed at
solid waste facilities permitted by the New Mexico Environment Department as long as the waste
stream is identified in the discharge , and existing process knowledge of the waste stream does
not change without notification to the Oil Conservation Division.

21.  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.

22.  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.

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

24, Storm Water : Stormwater runoff controls shall be maintained. As aresult of operations, if any
water contaminant that exceeds the WQCC standards listed in 20 NMAC 6.2.3101 is
discharged in any stormwater run-off, then immediate actions shall be taken to mitigate the
effects of the run-off, notify the OCD within 24 hours, and modify the discharge to include a
formal stormwater run-off containment and submit for OCD approval within 15 days.



Mr. Dean Chumbley
August 16, 2004

Page 7

25.

Certification: Marbob Energy Corporation by the officer whose signature appears below,

accepts this and agrees to comply with all terms and conditions contained herein. Marbob
Energy Corporation further acknowledges that these conditions and requirements of this may
be changed administratively by the Division for good cause shown as necessary to protect
fresh water, human health and the environment.

Marbob Energy Corporation

Print Name:

Signature:

Title:

Date:




