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Electronic Signature: Paul Kautz, District 1
Date: June 23, 2011
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TIMBERLINE Ol & GAS L1.C ceruthes that all below-grade tanks constiucted and installed pnor to Tune 16,
2008 assocrated with the selected wells are m compliance with 19 15 17 NMAC have been closed pursuant to
19 15 17 13 NMAC, o1 have been ictofitted to comply with Paragraphs (1) thhough (4) of Subsection | ol
1915 17 11 NMAC

TIMBERIANE O11 & GAS, LLC understands that the OCD’s approval of this operator change:

| constitutes approval of the transfer of the permiat lor any pernnticd pit, below-grade tank or closed-loop
system assoctated with the selected wells and

constitutes approval ol the tansfer ol any below-grade tanks consuucted and instalted puos 1o Tune 16,
2008 associated with the selected wells, egardless of whether the tansteror has disclosed the existence
ol those below-grade tanks Lo the transteree o to the OCD, and tegaidless ol whether the below-grade

tanks are in comphance with 19 15 17 NMAC

(R

As the operator of record of wells in New Mexico, TIMBERLINE OIL & GAS, LLC agrees to the following
statements:

I Tamaesponsible tor ensunmg that the wells and related Lacilities comply with appheable statutes and
rules and amoresponsible for all cegulaiory hilimgs wath the OCD T am iesponsible for knowimg all
apphicable statutes and rules, not just the rules referenced o this st L understand that the OCD s 1ules
dte avatlable on the OCD website under “Rutes ™ and that the Water Quablity Contiol Comnmussion jules
a1¢ avatlable on the OCD websiic on the Publications page
| understand that it Tacquoe wells rom another operator, the OCD must approve the operator change
helote | hegim operating those wells Sce 19 1599 B NMAC T understand that if Tacquine wells o
lacihities subject to a complhiance ordey addiessing mactive wells or envisonmental eleanup belore the
OCD will approve the operator change th may reqguiie me o enter into an enlorecable agricement to return
those wells Lo compliance See 19 1599 C(2) NMAC
[ must file a monthly C-115 1cport showing production 1or cach non-plugged well completion Tor which
the OCD has approved an allowable and authenzation to banspoit, and imjection tor cach mjecnon well
Sce 19 157 24 NMAC T understand that the OCD may cancel my authority 1o tansport hhom ot mjeet
mto al the wells Foperate if Thul 1o file C-115 1¢ports See 19 157 24 C NMAC
4 Lunderstind that New Mexico requnes wells that have been nactive for certain tme penods to be
plugaed o placed on approved temporasy abandonment Sce 19 15 25 8 NMAC T understand the
requitements lor pluggimge and approved temporary abandonment in 1915 25 NMAC T understand that |
can chech my compliance with the basse tequuements of 19 15 25 8 NMAC by usimg the  Tnactive Well
List” on QCD’s webaate
I must keep cunent with hinancral assurances for well plugging T understand that New Mexico teguies
cach state or lee well that has been mnactive lor more than two yewrs and has not been plugged and
eleased to be covered by a single-well fimancral assurance, even il the well s also covered by a blanket
financial assurance and even il the well s on approved (iemporary abandonment status See 19 158 9 C
NMAC Dunderstand that T can check my comphance with the single-well Tinancial assutance
requiiement by using the “Inactive Well Additonal Financiral Assuirance Report” on the OCD’s website
0 Lamaesponsible forieportng icleases as defmed by 19 15 29 NMAC T understand the OCD will ook (o
me as the operator ol record W take corrective action for 1eleases at my wells andcluted facilities,
mclodimg 1elcases that occunied belose T hecame operaton ol record
7 Thaveread 191559 NMAC, commonly known as Pt 5 9.7 and undcistand that to be in compliance
with its requuements I must have the appropnate hinancral assurances i place, comply with osders
requnng cartectve aehion pay penaltics assessed by the courts o1 agiced (o by me i a settlement
agreement, and not have too many wells out of compliance with the inactive well tule (19 15 25 8
NMAC)Y IILam o violation of Pait 59 1 may not bhe altowed to dull, acquuce o produce any addiuonal
wells and will not be able to obtam any new mjection pernmids See 1915 16 [9 NMAC, 191526 8
NMAC, 191599 NMAC and 19 15 14 TONMAC T Tamn violauon of Part 5 9 the OCD may, allel
notice and heanng, 1evohe mv eastng injection permits _See 19 15 26 8 NMAC
8 Fornecton wells, Funderstand that I mustieport injection on my monthly C-115 1icpoit and must
aperate my wells in comphiance with 19 15 26 NMAC and the terms of my mjecuon permit T understand
that T must conduct mechamceal integuity tests on my injection wells at least once every live years Sec
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1915 26 11 NMAC [ understand that when there 1s a4 continuous one-ycai perod of non-injection into
all wells inan injection o1 storage project o mto o saltwater disposal well or special purpose injection
well, authonty for that injectson automaticalty teemindates See 19 15 26 12 NMAC { understand that 1l |
tanster operaton of an myection well o another operator, the OCD must approve the tansier of
authonty to miecet, and the OCD may 1requite me to demonstiate the well™s mechamcal integrity prion to
approving that tiansler See 19 1526 [5 NMAC

[ amv responsible Tor providing the OCD with my cunent addiess of 1ecord and emergency contacl
mlormation and I am responsibie Tor updatimg that imformation when tf changes Sec 19 1598 C
NMAC T understand that Tean update that inlormation on the OCD’™s website under  Electionic
Pcrnntiing

It T transter well operations 1o another operator. the OCD must approve the change before the new
operator can begin oparations Sce 19 159 9 B NMAC., Iemain responsible for the wells and 1etated
facihities and allrelated regulatory tihings unal the OCD approves the operator change T understand that
the tanster will not relieve me ol responsibility o hiabihity for any act or omission which oceuned while
[ operated the wells and related faciliies

http://www emmid state nm us/OCD/OCDPermitting/Repott/C104A/CI04AReport aspx/P - 6/21/201 )



