RULE 108. DEFECTIVE CASING OR CEMENTING

If any well appears to have a defective casing program or faultily cemented or corroded casing
which will permit or may create underground waste or contamination of fresh waters, the operator
shall give written notice to the Division within five (5) working days and proceed with diligence to
use the appropriate method and means to eliminate such hazard.. If such hazard of waste or
contamination of fresh water cannot be eliminated, the well shall be properly plugged and abandoned.

v

RULE 109. BLOWOUT PREVENTION (See Rule 114 (b) also)

(a) Blowout preventers shall be installed and maintained in good working order on all
drilling rigs operating in areas of known high pressures at or above the projected depth of the well
and in all areas where pressures which will be encountered are unknown, and on all workover rigs
working on wells in which high pressures are known to exist,

(b) Blowout preventers shall be installed and maintained in good working order on all
drilling rigs and workover rigs operating within the corporate limits of any city, town, or village,
or within 1320 feet of habitation, school, or church, wherever located.

(c) All operators, when filing Form C-101, Application for Permit to Drill, Deepen, or
Plug Back, or Form C-103, Sundry Notices, for any operation requiring blowout prevention equipment
in accordance with Sections (a) and (b) above, shall submit a proposed blowout prevention program
for the well. The program as submitted may be modified by the District Supervisor if, in his
judgement, such modification tis necessary. :

RULE 110. PULLING OUTSIDE STRINGS OF CASING

In pulling outside strings of casing from any oil or gas well, the space outside the casing
left in the hole shall be kept and left full of mud-laden fluid or cement of adequate specific
gravity to seal off all fresh and salt water strata and any strata bearing oil or gas not producing.

RULE 111. DEVIATION TESTS AND DIRECTIONAL DRILLING

(a) Any well which is drilled or deepened with rotary tools shall be tested at
reasonably frequent intervals to determine the deviation from the vertical. Such tests shall be
made at least once each 500 feet or at the first bit change succeeding 500 feet. A tabulation of
all deviation tests run, sworn to and notarized, shall be filed with Form C-104, Request for
Allowable and Authorization to Iransport 0il and Natural Gas. When the deviation. averages more than
five degrees in any 500-foot interval, the operator shall include the calculations of the maximum
possible horizontal displacement of. the hole and the Division Director may require that a
directional survey be run to establish the location of the producing interval(s).

The Division Director, at the request of an offset operator, may require any operator to make a
directional survey of any well. Said directional survey and all associated costs shall be at the
expense of the requesting party and shall be secured in advance by a $5,000.00 indemnity bond posted

.with &nd ‘#pproved by the Division. The requesting party may designate the well survey company, and

sald survey shall be witnessed by the Division.

(b) Except as provided in Paragraph (c) below, no well shall be intentionally
deviated without special permission from the Division. Permission to deviate toward the vertical to
straighten a crooked hole, to deviate toward the vertical or in an indeterminate direction to
sidetrack junk in the hole, or to drill a relief well to control a blow-out shall be obtained from
the appropriate District Office of the Division on Division Form C-103 with copies of sald Form

C-13



