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October 15, 2015
Vol. 40, No. 20

Title 10—DEFARTMENT OF NATURAL RESQURCES
Division 50—0il and Gas Council
Chapter 1—Organization, Purpose, and Definitions

PROPOSED AMENDMENT

10 CSR 50-1.010 Organization. The council is amending sections
(1)-(3).

PURPOQSE: This amendment updates the names of council member
entities to reflect the current entity names and adds a representative
Jrom the Missouri Independent Qil and Gas Association as a mem-
ber, consistent with the authorizing statute.

(1) Chapter 259, RSMo, establishes /T/the State Oil and Gas
Council fis composed of the following state agencies:
Division of Geology and Land Survey, Division of Commerce
and Industrial Development,]. The council consists of eight (8)
members: the state geologist; members representing Department
of Economic Development, Missouri Public Service Commission,
Clean Water Commission, fand] Misseuri University of /Missouri.]
Science and Technology Petrolenm Engineering Program, and
Missouri Independent Oil and Gas Association; and [7/two (2)
other persons knowledgeable of the oil and gas industry are appoint-
ed to the council by the governor with the advice and consent of the
senate.

(2) Member agencies are represented on the council by the executive
head of the agency, except that the Missouri University of
fMissouril Science and Technology shall be represented by a pro-
fessor of petroleum engineering and the Missouri Independent Oil
and Gas Association shall be represented by a designated mem-
ber of the association.

(3) The state geologist shall act as a supervisor charged with the duty
of enforcing the rules and orders of the council applicable to the
crude fpetrofeum] oil and natural gas resources of the state. The
authority to engage in oil and gas drilling or producing operations
will be granted by the state geologist when the requirements of 10
CSR 50(-2.010-10 CSR 50-2. 110} and Chapter 259, RSMo have
been complied with. [The state geologist also serves as direc-
tor of the Division of Geology and Land Survey (DNR) with
offices at Rolla, Missouri. Address PO. Box 250, Rolla, MO
65401, (314) 364-1752.]

AUTHORITY: sections 259.010, 259.020, 259.030, and 259.040,
RSMo [1986] Supp. 2013. Original rule filed Oct. 11, 1966, effec-
tive Oct. 22, 1966. Amended: Filed Sept. 12, 1973, effective Sept.
22, 1973, Amended: Filed June 14, 1976, effective Nov. 12, 1976.
Amended: Filed Sept. 15, 2015.

PUBLIC COST: This proposed amendment will not cost state agen-
cies or political subdivisions more than five hundred dollars (3500)
in the aggregate.

PRIVATE COST: This proposed amendment will not cost private enti-
ties more than five hundred dollars (8500) in the aggregate.

NOTICE OF PUBLIC HEARING AND NOTICE TO SUBMIT COM-
MENTS: Anyone may file a statement in support of or in opposition
to this proposed amendment with the Department of Natural
Resources’ Geological Survey Program attention to Summer Young at
PO Box 250, 111 Fairgrounds Rd., Rolla, MO 65402 or via email io
summer.young@dnr.mo.gov. To be considered, comments must be
received by November 18, 2015. A public hearing is scheduled for
10:00 a.m., November 16, 2015, at the Missouri Geological Survey,
Mozarkite Conference Room, 111 Fairgrounds Rd., Rolla, MO.

Title 10—DEPARTMENT OF NATURAL RESOURCES
Division 50—0il and Gas Council
Chapter 1—Organization, Purpose, and Definitions

PROPOSED AMENDMENT

10 CSR 50-1.020 General Procedures fand Purpose]. The council
is amending the title of the rule, the purpose, sections (3), (4), and
(7), deleting sections (2), (5), and (6), adding new sections (5), (6),
and (7), and renumbering as needed.

PURPQSE: This amendment provides additional detail on notice
requirements for hearings, specifies that Missouri nomenclature shall
be used, and provides the process and requirements for records to be
held confidential.

PURPOSE: This rule provides for the general practice and procedure
of the councill,] and the application of rules promulgated by the
council fand declares the purpose of these rules].

f12) Special rules will be promulgated when reguired and
shall take precedence over general rules if in conflict there-
with.]

ft3)1(2) No order or amendment, except in an emergency, shall be
made by the council without a public hearing upon at least ten (10)
days’ notice. The public hearing shall be held at a time and place as
may be prescribed by the council and any interested person shall be
entitled to be heard. The notice requirements in this regulation
apply to each hearing arising under Chapter 259, RSMo, and
implementing regulations heard by the council or any agent
appointed by the council,

(A) Notice of the hearing shall be published by the council in a
newspaper of general circulation in the county where the land
affected, or some part thereof, is situated. If the notice is applic-
able throughout the state, then it shall be published in a newspa-
per of general circulation which is published in Jefferson City.

(B) A copy of the notice of the hearing shall be mailed by the
council to each person who has filed for the purpose of receiving
notice, The notice shall be mailed not less than ten (10) business
days prior to the hearing date.

"(C) In addition to notice required in subsection (2)(A), the
ecouncil also shall provide notice to any person whose property
interests may be affected by the outcome of the hearing,

[f4}](3) When the council determines an emergency requiring
immediate action fis found to] exists, the council is authorized to
issue an emergency order without notice of hearing, which shall be
effective fupon promulgation] when issued. No emergency order
shall remain effective for more than fifteen (15) calendar days.

[(5} It is hereby declared to be in the public interest—

{A) To foster, to encourage and to promote the orderly and
economic development, production and utilization of natural
resources of oif and gas;

(B} To authorize and to provide for the operation and devel-
opment of oil and gas properties in & manner that a greater
ultimate recovery of oif and gas be had and that the correla-
tive rights of all owners be fully protected;

{C} To encourage and to authorize the development and
use of physical processes to obtain the greatest possible
economic recovery of oil and gas in so-called primary, sec-
ondsry and tertiary operations;

{D) To provide for complete protection of strata containing
fresh water or water of present value or probable future
value in alf wells; and

(E} To provide for the elimination of surface or subsurface
pollution or waste during and after drilling, producing and
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abandonment procedures in alf wells.

{8} In the interest of conservation of natural resources,
waste of oif and gas is prohibited.]

[(71)(48) The [state geologist, member of the councii depart-
ment or jts authorized representatives shall have the authority to
enter property, with the consent of the owner or fperson in posses-
sion] operator, to conduct investigations or inspections as are con-
sistent with the intent of Chapter 259, RSMo.

(5) The council, after a hearing as provided by law, may order an
operation to cease or wells to be plugged upon a finding that any
provisions of the laws, rules, or conditions of the council have
been violated or that any fraund, deceit, or misrepresentation was
made to obtain the approval of a permit. Appeals of any decision
of the council may be made as provided by law.

{6) Information submitted pursuant to Chapter 259, RSMo, and
implementing regulations shall use Missouri nomenclature.

(7} Confidentiality. Information gathered pursuant to Chapter
259, RSMo, and implementing regulations is public record pur-
suant to the Missouri Sunshine law, Chapter 610, RSMo.
Confidentiality may be granted upon request, in accordance with
section 640.155.1, RSMo. Cancelled permits are not considered
confidential.

(A) If a written request for confidentiality is made to the state
geologist within one hundred twenty (120) days of the spud date
or the date of commencement of recompletion of the well, all
information, samples, or cores filed as required in 10 CSR 50-
2.050 shall be held in confidential custody for an initial period of
one (1) year from the written request,

(B) Al rights to confidentiality shall be lost if the filings are
not timely, as provided in 10 CSR 50-2.050, or if the request for
confidentiality is not timely, as provided in subsection (9}(A).

(C) Samples, cores, or information may be released before the
expiration of the one- (1-) year period only upon written approval
of the operator.

(D) If a request for an extension is made at least thirty (30)
days before the expiration of the initial one- (1-) year period, the
period of confidentiality may be extended for one (1) additional
year.

AUTHORITY: sections 259,070 and 259.140, RSMo [1986] Supp.
2013, and sections 259.190 and 259.200, RSMo 2000. Original
rule filed Oct. 11, 1966, effective Oct. 21, 1966. Amended: Filed
Sept. 12, 1973, effective Sept. 22, 1973. Amended: Filed Sept. 13,
1983, effeciive Dec. 11, 1983, Amended: Filed Sept. 15, 2015.

PUBLIC COST: This proposed amendment will not cost state agen-
cies or political subdivisions more than five hundred dollars ($500)
in the aggregate.

PRIVATE COST: This proposed amendment will not cost private enti-
ties more than five hundred dollars ($500) in the aggregate.

NOTICE OF PUBLIC HEARING AND NOTICE TO SUBMIT COM-
MENTS: Anyone may file a statement in support of or in opposition
o this proposed amendment with the Departmemt of Natural
Resources’ Geological Survey Program attention to Summer Young at
PO Box 250, Il Fairgrounds Rd., Rolla, MO 65402 or via email to
summer. young@dnr.mo.gov. To be considered, comments must be
received by November 18, 2015. A public hearing is scheduled for
10:00 a.m., November 16, 2015, a: the Missouri Geological Survey,
Mozarkite Conference Room, Il Fairgrounds Rd., Rolla, MO.

Title 10—~DEPARTMENT OF NATURAL RESOURCES

Division 50—0il and Gas Council
Chapter 1—Organization, Purpose, and Definitions
PROPOSED AMENDMENT

10 CSR 50-1.030 Definitions. The council is amending the purpose
and sections (1) and (2).

PURPOSE: This amendment adds definitions for additional terms
used throughout the rules, deletes terms that are not used in the
rules, and updates existing terms to be consistent with their statutory
definitions.

PURPOSE: [Since many of the terms used in the oil and gas
industry are unique to that industry, t/This rule provides the def-
initions {found in section 259.050, RSMo for the conve-
nience of those using these rules.] for terms used in 10 CSR
50.

(1) [See Chapter 259, RSMo,] The terms used in 10 CSR 50
shall have the meanings set forth in section 259.030 [for those
words specifically defined by statute--J], RSMe, or this rule,
unless the context of the term clearly indicates otherwise.

[{A) Applicant well, the well or group of wells from which
an area of review is calculated:]

(A) Terms beginning with the letter A.

1. Abandoned site, any property or lease that is no longer
operated as an active site for oil and gas production and injection
projects.

2, Abandoned well, a well that is no longer operated for its
intended use and has not been shut in, converted to another type
of well, or plugged.

[fB//3. Arca of review, an area surrounding an [single appli-
cantl injection well(s) for extending from the outer perimeter
of a group of applicant wells (o] that extends a minimum of one-
half (1/2) mile from the well(s) fand including the project area
of the well{s);] or from the unit bonndary of an enhanced recov-
ery project.

[fCH4. Area of review well, any well including, but not limited
to, water wells, fand] abandoned wells, plugged wells and dry
holes, located within the area of review, which penetrates the injec-
tion imtervalf;/.

(B) Terms heginning with the letter B.

1. (Reserved)

(C) Terms beginning with the letter C.

1. Casing, the impervious, durable, tubular materials used
to line a wellbore.

2. Casinghead gas, gas produced that was in solution with
oil in its original state in the reservoir.

3. Cement, portland cement or a biend of portland cement.

[fD) Certificate of clearance means a permit prescribed by
the council for the transportation or the delivery of oil or gas
or product and issued or registered in accordance with the
rule or order requiring the permit;]

4. Coalbed natural gas, natural gas produced from either
coal seams or associated shale.

5. Commercial well, 2 well from which oil or gas is recovered
and sold, traded or otherwise used for profit,

6. Common source of supply, synonymous with “pool” as
defined in this rule,

7. Confining strata, geologic stratum or strata that serve as
a barrier between water-, oil-, or gas-bearing strata.

8. Core, a continuous section of geologic materials recovered
during drilling,

f(E}M. Corrective action, remedial action on any farea of
review/ well to prevent the migration of fluids from the surface or
from one (1) stratum to another/;/.
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10. Correlative rights, the right of each owner or operator in
a pool to obtain that owner’s or operator’s just and equitable
share of the oil or gas resource, or an economic equivalent of that
share of the resource, produced in a manner or amount that will
not have any of the following effects:

A. Damage the reservoir;

B. Take an undue proportion of the obtainable oil or gas;
or

C. Cause undue drainage between developed leases.

[{FIN1. Council, the State Oil and Gas Council established by
section 259.0107;/, RSMo.

{D) Terms beginning with the letter D.

1. Department, the Department of Natural Resources.

2. Disposal well, an injection well used to place produced
water, non-usable gas or other liquid or gaseous waste associated
with the production of il or gas or both into an injection zone
and is not used for enhanced recovery.

(E) Terms beginning with the letter E.

1. Enhanced recovery, any process used to increase the
recovery of oil or gas from a pool through secondary or tertlary
recovery. Enhanced recovery includes, but is not limited to, water
floods, pressure maintenance projects, cycling or recycling pro-
jects, steam floods, fire floods, carbon dioxide injection projects,
high-density well drilling projects, and approved technologies
that are either unconventional or in any way redirect the natural
movement of oil or gas or formation water in the pool. Enhanced
recovery typically involves the use of injection wells of some kind
as part of a production unit.

2. Enhanced recovery injection well, an injection well used
to move underground fluids to production wells through the use
of water, steam, gas, or any other substance in order to redirect
or facilitate the natural movement of oil, gas, or water in a pool.

[(G}J3. Exempted aquifer, an aquifer or its portion that meets
the criteria in the definition of Underground Source of Drinking
Water set forth in fsubsection] paragraph (1){{XJU)1. of this rule
but which has been exempted by the director of the Department
of Natural Resources because the aquifer or its portion is oil-
or gas-producing;] for operation of an injection well.

(F) Terms beginning with the letter F.

[{H}i1. Field, the general area underlain by one (1) or more
poolsf;].

[fiJ72. Fluid, any material or substance which flows or moves
whether in a semi-solid, liquid, sludge, or gaseous state/:].

3. Formation water, water that occurs naturally within the
pores of a geologic formation or stratum.

(G) Terms beginning with the letter G.

[tJ}1. Gas, all nawral gas and all other fluid hydrocarbons
which are produced at the wellhead and not herein below defined fin
this rule] as oilf;].

(H) Terms beginning with the letter H.

1. Horizontal well, a well drilled at an angle to the vertical,
typically parallel to the geologic strata containing oil or gas.

(I) Terms beginning with the letter 1.

[IK} Hlegal gas means gas which has been produced from
any well within this state in excess of the quantity permitted
by any rule or order of the council; ‘

{L) Megal oif means oif which has been produced from any
well within the state in excess of the quantity permitted by
any rule or order of the council;

(M) Hflegal product means any product derived in whole or
in part from illegal oil or illegal gas;]

1. Increased well density, the drilling of an additional prima-
ry production well in a spacing unit.

2. Imjection, emplacement of fluids into the subsurface
through a well.

[INJJ3. Injection well, a well into which fluids are injected during
all or part of the life of the well for disposal or enhanced recovery
projects or for underground storage of gas that 15 liquid at stan-

dard temperature and pressure, but not including oil- or gas-pro-
ducing wells finto which cumulative fluid injection is less than
three thousand (3000) reservoir barrels;{ undergoing approved
well stimulation treatment.

4. Injection zone, a geological stratum, group of strata, or
part of a stratum that receives fluids through a well.

(1) Terms beginning with the letter J.

1. (Reserved)

(K) Terms beginning with the letter K.

1. (Reserved)

(L) Terms beginning with the letter L.

1. Location exception, authorization given by the state geol-
ogist to drill a well at a location other than that which is pre-
scribed by these regulations.

(M) Terms beginning with the letter M.

f(O}J1. Mechanical integrity, fexists /f] a well shall be consid-
ered to have mechanical integrity if there is no significant leakage
in the casing, tubing, or packer; and there is no significant fluid
movement into anfd/ underground source of drinking water through
vertical channels adjacent to the wellbore/;/.

2. Missouri nomenclature, Missouri-specific geologic termi-
nology as provided by the state geologist including, but not lim-
ited to, names of geologic strata, pools, and geologic features.

3. Multiple completion, the completion of any well that per-
mits production from two {2) or more pools that are completely
segregated by confining strata.

(N} Terms beginning with the letter N.

[{PJ]1. Non-commercial gas well, a gas well drilled for the sole
purpose of [furnish] providing gas for private domestic consumption
by the owner and not for resale or tradef;/.

(O) Terms beginning with the letter Q.

fQ)/1. Oil, crude petroleum oit and other hydrocarbons regard-
less of gravity which are produced at the wellhead in liquid form and
the liquid hydrocarbons known as distillate or condensate recovered
or extracted from gas, other than gas produced in association with oil
and commonly known as casinghead gasf;/. The term shall also
include hydrocarbons that do not flow to a wellhead but are pro-
duced by other means, including those contained in oil-shale and
oil-sand.

ftR)12. Oil and Gas Remedial Fund, the fund established by
section 259.190.5, RSMo into which forfeited bond monies/, penal-
ty monies] and proceeds from the sale of illegal oil, illegal gas, for/
and illegal product are deposited, /the monies in] which [are] is to
be used for plugging abandoned wells as provided for in 10 CSR 50-
2.060{(10);i3XE).

3. Oil and Gas Resources Fund, the fund established by sec-
tion 259.052, RSMo, into which all gifts, donations, transfers,
moneys appropriated by the General Assembly, permit applica-
tion fees, operating fees, closure fees, late fees, severance fees,
and bequests are deposited, which is to be used to administer the
provisions of Chapter 259, RSMo, and implementing regulations,
and to collect, process, manage, interpret, and distribute geologic
and hydrologic resource information pertaining to oil and gas
potential.

4. Open well, a well that has not been plugged including, but
not limited to, abandoned, operating, or shut-in wells.

5. Operator, a person who drills, maintains, operates, or
controls wells associated with ¢il or gas preduction, storage, or
injection projects.

[{8)/6. Owner, the person who has the right to drill into and
produce from a pool and to appropriate the oil or gas [s//he pro-
ducefs/d therefrom either for himf/herfself or others or for
him//her/self and others//.

(P) Terms beginning with the letter P.

1. Person, any individual, partnership, co-partnership,
firm, company, public or private corporation, asseciation, joint
stock company, trust, estate, governmental or political subdivi-
sion, or any other legal entity.
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2. Plugged well, a well that has been filled or partially filled
with cement or other materials to prevent the migration of fluids

[{T)73. Pool, an underground reservoir contzining a common
accumulation of cil or gas or both; each zone of a structure which is
completely separated from any other zone in the same structure is a
“pool,” as that term is used in fthis ¢/Chapter/;j 259, RSMo, and
in these regulations.

4. Pooling, the contractual agreement of those holding the
rights to mineral interests within a single spacing unit for prima-
ry production, whether that agreement is voluntary or by order
of the council, to produce oil or gas or both from that vmit.

5. Primary production, the process of recovery of oil or gas
from a pool in which one (1) well is capable of efficiently draining
the pool or portion thereof that resides within the confines of the
spacing unit and the drainage of oil, gas, or formation water into
the well occurs naturally.

6. Produced water, formation water that is associated with
the production of oil or gas and either requires disposal or is used
as part of an enhanced recovery project.

{fU) Producer, the owner of & wellfs} capable of producing
oil or gas or both;]

VI, Product, any commodity made from oil or gas and
includes refined crude oil, crude tops, topped crude, processed
crude, processed crude petroleum, residue from crude petroleum,
cracking stock, uncracked fuel oil, fuel oil, treated crude oil, residu-
um, gas oil, casinghead gasoline, natural gas gasoline, kerosene,
[benzine] benzene, wash oil, waste oil, blended gasoline, lubricat-
ing oil, blends or mixtures of oil with one (1) or more liquid products
or by-products derived from oil or gas, and blends or mixtures ofrjf
two (2) or more liquid products or by-products, derived from oil or
gas whether herein enumerated fin this rulel or not/;].

8. Production unit, an uninterrupted block of acreage of any
size and any shape that has a definite outer boundary and in
which wells may be drilled for enhanced recovery. The acreage
that composes a production unit may include default spacing
units, acreage for which spacing units have or have not been
explicity ordered by the state geologist or council, pooled or non-
pooled mineral acreage, and all or parts of past and present pro-
duction units.

9, Production well, any well used for recovery of oil or gas
or both.

(Q) Terms beginning with the letter Q.

1. (Reserved)

(R) Terms beginning with the letter R.

{WJJ1. Reasonable market demand, fmeans] the demand for
oil or gas for reasonable current requirements for consumption and
use within and without the state, together with such quantities as are
reasonably necessary for building up or maintaining reasonable
working stocks and reasonable reserves of oil or gas or productf;/.

2. Recompletion, the process of reworking or repairing a
well after its initial well completion.

3. Reference well, a well used to collect data to establish a
maximum injection pressure as approved by the state geologist.

(S) Terms beginning with the letter S.

1. Seismic shot hole, a hole drilled for the purpose of gener-
ating a seismic signal to be used in the exploration or develop-
ment of oil or gas or both.

2. Shut-in well, any well that has not been operated for nine-
ty (90) calendar days or more.

3. Spacing Unit, an arbitrary block of acreage of specified
size and shape for a single pool that is based on the U.S. Public
Land Survey System in which only one (1) production well may
be drilled for primary production that is no closer than a speci-
fied minimum distance fror the unit boundary.

4. Special project, research and development of a new
process or technology that increases the amount of ol or gas
recoverable from a pool or improves oil or gas operations.

5. Spill or release, any threatened or real emission, dis-
charge, spillage, leakage, pumping, pouring, emptying or dump-
ing of a substance into or onto the land, air, or waters of the
state, unless done in compliance with the conditions of a federal
or state permit, unless the substance is confined and is expected
to stay confined to property owned, leased, or otherwise con-
trolled by the person having control over the substance,

6. Spud date, the date of first penetration of the earth with
a drilling bit.

7. Storage well, a well used to inject or extract natural gas
or other gaseous hydrocarbons for storage purposes.

8. Stratum or strata, a layer or layers of rock composed of
substantially the same lithology that is distinctive visually from
other layers above and below; often a lithologic unit.

9. Stratigraphic test well, a well drilled to obtain informa-
tion on the thickness, lithology, sequence, porusity, permeability,
or any other properties of rock, or to locate the position of a geo-
fogic horizon in the evaluation of potentially productive oil or gas
strata and is not ntilized for generating a seismic signal.

(T) Terms beginning with the letter T,

1. (Reserved)

(1) Terms beginning with the letter U,

ffX)/1. Underground source of drinking water, an aquifer or
fitsi any portionf;] thereof that—

A. fwhich s]Supplies any private well or public water sup-
ply system; or

B. Contains a sufficient quantity of groundwater to supply
a private well or public water system; and

(I) Currently supplies drinking water for human con-
sumption; or

(D fin which the water c/Contains less than ten thou-
sand (10,000) mg/i total dissolved solids; and

C. Is not an exempted aquifer.

2. Unitization, the contractual agreement of mineral inter-
ests owners to form a production umit through a voluntary
process or order of the council, to produce oil or gas from that
preduction unit and to designate the operator of the unit.

(V) Terms beginning with the letter V.

1. (Reserved)

(W) Terms beginning with the letter W.

[fY}I1. Waste, Imeans and] includes, but is not limited to:

[1.JA. Physical waste, as that term is generally understood in
the oil and gas industry, but not including unavoidable or accidental
waste;

[2./B. The inefficient, excessive, or improper use of, or the
unnecessary dissipation of, reservoir energy;

{3.]C. The location, spacing, drilling, equipping, operating,
or producing of any ¢il or gas wellf{s/J or wells in a manner which
causes, or tends to cause, reduction in the quantity of oil or gas uiti-
mately recoverable from a pool under prudent and proper operations,
or which causes or tends to cause unnecessary or excessive surface
loss or destruction of oil or gas;

[4./D. The inefficient storing of oil or gas;

£5.JE. The production of oil or gas in excess of transportation
or marketing facilities or in excess of reascnable market demand; and

f6.]JF. Through negligence, the unnecessary or excessive sur-
face loss or destruction of oil or gas resulting from evaporation, seep-
age, feakage, or deliberate combustion/; and/.

2. Waters of the state, shall have the same meantng as
defined in the Missouri Clean Water Law, section 644.016,
RSMe.

[Z}13. Well, any hole drilled in the earth for, or in connection
with, the exploration, discovery, or recovery of oil or gas, or for/,/ or
in connection with the underground storage of gas in natural formation,
or for/,] or in connection with the disposal of salt water, nonusable gas,
or other waste accomparnying the production of ¢il or gas. Wells drilled
for the production of water are regulated by the Water Well
Drillers® Act, Chapter 256, RSMo, and the implementing Missouri
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Well Construction rules, 10 CSR 23. A well includes, but is not
limited to, the following:

(A) Disposal well;

(B) Enhanced recovery injection well;

(C) Horizontal well;

(D) Injection well;

(E) Production well;

(F) Seismic shot hole;

(G) Storage well; or

(H) Stratigraphic test well.

4. Well stimulation treatment, a treatment of a well designed
to enhance oil and gas production or recovery by increasing the
secondary permeability of the geologic strata. Well stimulation is
a short-term and non-continnal process for the purposes of open-
ing and stimulating channels for the flow of oil or gas or both.
Examples of well stimulation treatments include hydraulic frac-
turing, acid fracturing, and acid matrix stimulation. Well stimu-
lation treatment does not include routine well cleanout work;
routine well maintenance; routine treatment for the purpose of
removal of geologic strata damage due to drilling; bottom hole
pressure surveys; routine activities that do not affect the integrity
of the well or the geologic strata; the removal of scale or precip-
itate from the perforations, casing, or tubing; or a treatment that
does not penetrate into the geologic strata more than thirty-six
(36) inches from the wellbore.

5. Whipstock, a long wedge-shaped steel device or casing
that vses an inclined plane to cause the bit to deflect from the
original borehole at 2 slight angle, sometimes used in an oil or gas
well to control directional drilling, to straighten crooked bore-
holes, or to sidetrack to avoid unretrieved items left in a well.

{X) Terms beginning with the letter X.

1. (Reserved)

(Y) Terms beginning with the letter Y.

1. (Reserved)

{Z) Terms beginning with the letter Z.

1. {Reserved)

(2) All other words used in this rule shall be given their usual cus-
tomary and accepted meaning, and all words of a technical nature, or
[peculiar] specific to the oil and gas industry, shall be given that
meaning which is generally accepted in the oil and gas industry.

AUTHORITY: sections 259.050, 259.140, and 259.190, RSMo
[1986] 2000, and section 259.07%0, RSMo Supp. 2013. Original
rule filed Oct. 11, 1966, effective Oct. 22, 1966. For intervening his-
tory, please consult the Code of State Regulations, Amended. Filed
Sepr. 15, 2015.

PUBLIC COST: This proposed amendment will not cost state agen-
cies or political subdivisions more than five hundred dollars ($500)
in the aggregale.

PRIVATE COST: This proposed amendment will not cost private enti-
ties more than five hundred dollars (3500) in the aggregate.

NOTICE OF PUBLIC HEARING AND NOTICE TO SUBMIT COM-
MENTS: Anyone may file a statement in support of or in opposition
to this proposed amendmen: with the Department of Natural
Resources' Geological Survey Program atiention to Summer Young at
PO Box 250, I Fairgrounds Rd., Rolla, MO 65402 or via email to
summer.young@dnr.mo.gov. To be considered, comments must be
received by November 18, 2015. A public hearing is scheduled for
10:00 a.m., November 16, 2015, at the Missouri Geological Survey,
Mozarkite Conference Room, 111 Fairgrounds Rd., Rolla, MO.

Title 10—DEPARTMENT OF NATURAL RESOURCES
Division 50—0il and Gas Council
Chapter 1—Organization, Purpose, and Definitions

PROPOSED RULE
10 CSR 50-1,040 Enforcement Action and Appeal Procedures

PURPOSE: This rule outlines the procedures the state geologist and
council will take when an alleged violation has occurred or when an
operator is affected by an adverse action.

(1) The state geologist shall cause investigations to be made upon the
request of the council or upon receipt of information concerning
alleged violations of Chapter 259, RSMo, and implementing regula-
tions or any standard, limitation, or order pursuant thereto, or any
term or condition of any permit, and may cause to be made any other
investigations consistent with the purposes of Chapter 259, RSMo,

(2) If, in the opinion of the state geologist, an investigation discloses
that a violation of Chapter 259, RSMo, or implementing regulations
does exist, the state geologist may issue an order as provided in sec-
tion 259.070, RSMo, requiring the remediation or abatement of the
specified condition(s). The order shall be served by registered mail,
return receipt requested. The order shall specify the violations of
Chapter 259, RSMo, or implementing regulations or any standard,
limitation, or order pursuant thereto, or any term or condition of any
permit violated.

(3) Any person adversely affected by an order or denial of a permit,
license, or transfer issued by the state geologist may appeal the order
or denial of a permit, license, or transfer to the council within thirty
(30) calendar days of the date the state geologist issued the order or
denial, The appeal must be sent by registered or certified mail to the
chairperson of the council. The council shall treat the appeal as a
contested case consistent with Chapter 259 and Chapter 536, RSMo.
The council may conduct any hearing it requires to decide the appeal,
or may appoint a hearing officer to make a recommended decision.
If the council elects to appoint a hearing officer, the hearing officer
must be 2 licensed attorney and a member in good standing of the
Missouri Bar, The council may sustain, reverse, or modify the state
geologist’s order or denial of a permit, license, or transfer or may
make such other orders as it deems appropriate under the circum-
stances, subject to rights of judicial review as provided in section
259.170, RSMo. If any order or denial of a permit, license, or trans-
fer issued by the state geologist is not appealed within the time pro-
vided in this section, the order or denial of a permit, license, or
transfer becomes final and may be enforced as provided in sections
259.200 and/or 259.210, RSMo.

AUTHORITY: sections 259.140, 259.150, 259.160, 259.170, and
259.200, RSMo 2000, and section 259.070, RSMo Supp. 2013.
Original rule filed Sept. 15, 20135,

PUBLIC COST: This proposed rule will cost state agencies or polit-
ical subdivisions twenty-six thousand three hundred ninety-seven dol-
lars (826,397} per year in the aggregate.

PRIVATE COST: This proposed rule will not cost private entities
more than five hundred dollars ($500) in the aggregate.

NOTICE OF PUBLIC HEARING AND NOTICE TO SUBMIT COM-
MENTS: Anyone may file a statement in support of or in opposition
to this proposed rule with the Department of Natural Resources’
Geological Survey Program attention to Summer Young at PO Box
250, Il Fairgrounds Rd., Rolla, MO 65402 or via email to
summer.young@dnr.mo.gov. To be considered, comments must be
received by November 18, 2015. A public hearing is scheduled for
10:00 a.m., November 16, 2015, at the Missouri Geological Survey,
Mozarkite Conference Room, 111 Feirgrounds Rd., Rolla, MO.
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FISCAL NOTE
PUBLIC COST
L RULE NUMBER
1D CSR 50-1.040 Enforcement Action and Appeal
Rule Number and Name: . Procedure
Type of Rulemuking: New Rulg 4'

Il SUMMARY OF FISCAL IMPACT

Affected Ageney or Political Subdivision

Estimated Cost of Compliance in the Aggregate

Department of Natural Resources

$26,397 per year per applicabie rule

(one-seventh of $184,776 average annual cost for 2

FTE needed)

L WORKSHEET

Expenditure Scenario F.~ 2 FTE
Salaries (PS)

1 Geologht 111, 2 5r Office Support Assistunt
Fringe Benefits {sodal security, health ins.,
retirement, etc.)

Operating E&E {trovel supplies, training, etc.)
Contractual Engineering

*Statewide Central Services, DNR
Administration, OA I1TSD, Leases/Rents

Total

$184,776 = 7 = $26,397 per applicable rule
Iv. ASSUMPTIONS

1. Projection Assumptions:

FY17 Proj
(eff 1/2017}
S 42,162
$ 20,196
S 72,222
s -
$ 21,610
$ 106,190

FY1RProj FY19Prof
S B6854 $ 89,459
S 41603 $ 42,851
$ 12,257 $ 12,625
s - 5 -

§ 35952 S 37031

FY20 Proj
S 92,143
$ 44,137
$ 13,003
S -

5 38,142

FY21 Proj
S 94,907
5 45,461
$ 13,334
5 -

$ 39,286

5176665 $181866 $187425 $193,048

S Average Need {FYAB-FY2AY $184 776

- FY17 reflected as onc-half year due to earliest potential effective date of fees; actual timing of first
expenditures will be determined by revenue receipts/fund balance

Y17 includes one-time E&E needs; reduced in FY 18

- 3% pay plan/inflation beginning Y1 §

- Average need calculated using 4 years since ¥Y17 is only a partial year
—  Fringe benefits estimated using DNR rate of 47.9% (less than the statcwide average rate)
—  “Ingirect costs estimated using approved federal mdirect cost rate of 25.55%

2. Additional statfing level needed to cover activitics in new rules and amendrments to 10 CSR S0-1 .040,
10 CSR 50-1.050, 10 CSR 50-2.010, 10 CSR 50-2.055, 10 CSR 50-2.080, 10 CSR 50-3.020, and
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¢ CSR 50-5.010. Because implementation of this role is dependent upon and in conjunction with the other
rules, the total FTE expenditure provided was divided evenly among the seven applicable rules.

3. Anticipate duties of the Geologist Il include: assist with oil and gas permitting; provide compliance
assistance; maintain and account for: mechanical integrity testing (MIT), injection pressure determination
testing, and well stimulation treatment projects; oversee and revicw ol and gas production projects;
evaluate enhanced oil recovery projects and technologies; determine appropriate injcction pressures and
rates; oversee MITs; conduct field inspections; and ensure compliance with regulations.

4. Antcipate duties of the Sentor Oftice Support Assistant include: input data; maintain and account for:
operator registration, wel] bond reporting, well status and shut-in wells, preduction, resource valuation,
recordkeeping, and general information requests; create and edit forms; provide administrative support;
pencrate letters (notifications/reminders); generate reports; and perform financial tracking.
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Title 10—DEPARTMENT OF NATURAL RESOURCES
Division 50—0il and Gas Council
Chapter 1—Organization, Purpose, and Definitions

PROPOSED RULE
10 CSR 50-1.050 Assessment of Costs

PURPOSE: This rule establishes a fee structure for activities con-
ducted under 10 CSR 50.

(1) Beginning January 1, 2017, the following fees shall be assessed
and deposited in the Oil and Gas Resources Fund:

(A} A fee of two hundred fifty dollars ($250) shall be paid upon
the submittal of an application for an operator license; except that an
applicant for a license who solely operates a non-commercial gas
well shall pay a fee of fifty dollars ($50);

(B) A fee of two hundred fifty dollars ($250) shall be paid by each
operator upon submittal of an operator license renewal form; except
that an operator who solely operates a non-commercial gas well shall
pay a fee of fifty dollars (3$50);

(C) A fee of one hundred dollars ($100) shall be paid upon sub-
mittal of an application for a permit to drill, deepen, plug-back, or
recomplete as follows:

1. Any new application for permit to drill, deepen, plug-back,
or recomplete any well;

2. Any application for modification to the permit to drill, deep-
en, plug-back, or recomplete; or

3. Blanket requests to drill, deepen, plug-back, or recomplete
wells proposed to depths no greater than one thousand five hundred
feet (1500');

(D) A fee of one hundred dollars ($100) shall be paid upon sub-
mittal of an application for a permit to inject as follows:

1. Any new application for a permit to inject in any well; or

2. Any application for modification to the initial injection well
permit including, but not limited to, an increase in the maximum
injection pressure and/or the maximum injection rate;

3. No fee shall be assessed for a notice of permit modification
as specified in 10 CSR 50-2.055(5)(B);

(E) A fee of twenty-five dollars ($25) shall be paid upon submittal
of an application for extension of the shut-in status of a weli:

(F) A fee of fifty dollars ($50) shall be paid upon submittal of a
plugging record for each well plugged;

(G) A fee of sixty cents (30.60) on each barrei of oil sold or mar-
keted each month shall be assessed to each operator. The fee and
assessment shall apply only to the first purchase of oil from the oper-
ator and shall be collected and submitted by the first purchaser of oil;

(H) A fee of seven and one-tenth cents ($0.071) on each one thou-
sand (1,000) cubic feet of gas sold or marketed each month shall be
assessed to each operator. The charge and assessment shall apply
only to the first purchase of gas from the operator and shall be col-
lected and submitted by the first purchaser of gas;

(D) In the event any required form or report is not submitted per
Chapter 259, RSMo, or implementing regulations, a late fee of no
more than one hundred dollars ($100) per month shall be assessed
against the responsible party, and shall be assessed each month until
the form or report has been submitted. In no case, however, will a
late fee exceed one thousand two hundred dollars ($1,200) per vio-
lation for each weil.

(2) Fee nonrefundable. Once paid, each fee shall be nonrefundable.
AUTHOI_EITY- section 259.052, SS for HB 92, First Regular Session,
Ninety-eighth, General Assembly, 2015, and section 259,080, RSMo
2000. Original rule filed Sepr. 15, 2015.

PUBLIC COST This proposed rufe will cost state agencies or polit-
ical subdivisions twenty-six thousand three hundred ninety-seven dol-

lars ($26,397) per year in the aggregate.

PRIVATE COST: This proposed rule will cost private entities one
hundred fifty-seven thousand four hundred fifty-one dollars
(8157,451) per vear in the aggregate.

NOTICE OF PUBLIC HEARING AND NOTICE T SUBMIT COM-
MENTS: Anyone may file a statement in support of or in opposition
to this proposed rule with the Department of Natural Resources’
Geological Survey Program attention to Summer Young at PO Box
250, 1l Fairgrounds Rd., Rolla, MO 65402 or via email 1o
summer.young@dnr.mo.gov. To be considered, comments must be
received by November 18, 2015. A public hearing is scheduled for
10:00 a.m., November 16, 2015, at the Missouri Geological Survey,
Mozarkite Conference Room, 111 Fairgrounds Rd., Rolla, MO.
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FISCAL NOTE
PUBLIC COST
L RULE NUMBER
Rule Number and Name: 10 CSR 50-1.050 Assessment of Cosis
Type of Rulemaking: New Rule

Il SUMMARY OF FISCAL IMPACT

Affected Agency or Political Subdivision Estimated Cuost of Compliance in the Aggregate

$26,397 per year per applicable rule

Department of Natural Resources (one-seventh of $184,776 average annual cost for 2

FTF needed)

n. WORKSHEETY

- - FY17 Prof
Expernditure Scenaria F-2 FTE (eff1/2017) FY18Proj FY19Proj FY20Proj FYZ1 Prof
Sataries (P5)

1Geclogist IM, 1Sr Office Support Assistant 5 42,162 § R6A54 5 80,459 S§ 92,143 & 84,907
Fringe Benefits {social security, heaith ins.,
retirement, etc.) 20,156 5 41,603 S 42,851 S 44,137 5 45,461
Operating E&E ftravel, suppfies, training, etc.} 22,222 § 12,257 S 12,625 5 13,003 S 13,354
Contractual Engineering $ - L 5 - s - 5 -
*Statewide Central Services, DNR
Administration, QA ITSD, Leases/Rents
Total

L N

in

21,610 S 35,952 S 37031 S5 38,142 S 39,286
106,290 $176,666 5181966 $187,425 $193,048
. Average Need (FY18-FY21) S184775 -

R 740

$184,776 ¢ T $26,397 per applicable rulc
1v. ASSUMPTIONS

1. Projection Assumptions:

—  FY17 reflected as one-half year due to earliest potential effective date of fees; actual timing of first
expenditures will be determined by revenue receipts/fund balance

—  FY17 includes one-time E&E necds; reduced in FY 18
3% pay plan/inflation beginning FY138

- Average need culculated using 4 years since FY17 is only a partial year

—  Fringe benefits estimated using DNR rate of 47.9% (less than the statewide average rate)
*Indirect costs estimated using approved federal indirect cost rate of 25.55%

2. Additiona! staffing level needed ta cover activities in new rules and amendments to 10 CSR 50-1.040,
10 CSR 50-1.850, 10 CSR 50-2.010, 18 CSR 50-2.055, 10 CSR 50-2.080, 10 CSR 50-3.020, and
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10 CSR 50-5.010. Because implementation of this rule is dependent upon and in conjunction with the other
rules, Lhe tutal F1E expenditure provided was divided ¢venly among the seven applicable rules.

3. Anticipate duties of the Geologist 111 include: assist with oil and gas permitting; provide compliance
assistance; maintain and account for: mechanical integrity testing {MIT), injection pressurc determination
testing, and well stimulation treatment projects; oversee and review vil and gas production projects;
evaluate enbanced oil recovery projects and technologies; determine appropriate injection pressures and
rates; oversee MIT's; conduct ficld inspections; and ensure compliance with regulations.

4. Anticipate dutics of the Senior Office Support Assistant include: input datz; maintain and account for:
operator registration, well bond reporting, well status and shut-in wells, production, resource valuation,
recordkeeping, and general infurmation requests; create and edit forms; provide administrative support;
generate letters {(notifications/remindcrs); generate reports; and perform financial tracking.




October 15, 2015

Page 1430 Proposed Rules Vol. 40, No. 20
FISCAL NOTE
PRIVATE COST
I RULE NUMBER
10 CSR 50-1.05Q Organization, Purpose and
Rule Number and Name Definitions - Assessrﬁent of Costs _
Type of Rulemaking New Rule "—j
Il. SUMMARY OF FISCAL IMPACT
Estimate of the number of Classification by types of the Estimate in the aggregate as to
entities by class which would business entitics which would the cost of compliance with the
likely be affected by the likely be affected: rule by the affected entities:
adoption of the proposed rule: |
Onl or gas operators who drill,
maintain, operate, or control
20 wells essociated with ¢il or gas $154.351 total per year
production, storage, or mjection
Drojects.
Non-commercial gas well
operators who drill, maintain,
operaic or control welis
59 associated with gas production $3,100 total per year
for the solc purpose of providing
gas for private domestic
e consumption by the owner. o J
IIl. WORKSHEET
Average
Number : Total Cost
Type of Entity Type of Revenue {per year) Fee {per yvear)
Oil or Gas Operator Operator License Application or Renewa) 20 5250 $5,000
Non-commercial Gas | Non-commercial Gas Wel! Operator
Weli Operator License Application or Rencwal 59 §$50 $2,950
Application for Permmit to Drill, Deepen,
Oil or Gas Operator Plug-back or Recomplete 2 Well 304 $100 230,400
Application for Permit io Drill, Deepen,
Non-commercial Gas | Plug-back or Recomplete a Non-
Well Cperator commercial Gas Well 1 $i100 $100
Oil or Gas Operater | Application for Permit to Inject 69 $100 $6.900
Oil or Gas Operator | Application for Shut-in Staius Extension 20 325 $500
Oil or Gas Operator | Well Plugging Record i60 | _$§50 $8,000
Non-commercial Gas
Well Operator Non-commercial Gas Well Plugging Record 1 $50 $50
_O1il or Gas Operator | (il Production Fee (per barre] oil) 170,000 |  $0.60 | $102,000
Qil or Gas Operator | Gas Production Fee (per MCF gas) 21,846 | $0.071 |  $1,55)
Annual Total; $157.451
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. ASSUMPTIONS

|, Based on statistics from the past 5 years, we are assuming an average of 20 new and ¢xisting
commercial oil arkt gas operators per year.

2. Based on statistics from the past 5 years, we are assuming an average of 59 new and existing
non-commercial gas operators per year.

3. Based on statistics from the past 5 years, we are assuming an average of 304 applications for a
permit to drill, decpen, plug-back or recomplete a weli per year,

4. Based on statistics from the past 5 years, we are assuming an average of one application for a
permit to drill, deepen, plug-back or recompietc a non-commercial gas well per year.

5. Based on statistics from the past 5 years, we are assuming an average of 69 applications for a
permit to inject per year.

6. Based on statistics from the past 5 ycars, we are assuming an average of 20 applications for shut-
in status extensions pcr year.

7. Based on statistics from the past § years, we are assuming an average of 160 wells plugged per
year.

8. Based on statistics from the past § years, we arc assuming an average of one non-commercial gas
well plugged per vear.

9. Based on statistics [rom the past 5 years and industry feedback, we are assuming an average of
170,000 barrels of oil produced and sold per year.

1. Based on statistics from the past 5 years, we are assuming an average of 21,846 thousand cubic
feet (MCF) of gas produced and sold per year.

11. This cost assumes that required forms and reports will be submitted within the regulatory
timeframes.

12. This cost assumes that an average of the past 5 years® statistics is representative of the highly
volatile nature of oit and gas production and exploration activity in the state.

13. The proposed fee structure within the new rule, if not disapproved by the general assembly,
becomes effective January 1, 2017, pursuant to Section 259.080.2.
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Title 10—DEPARTMENT OF NATURAL RESOURCES
Division 50—0il and Gas Council
Chapter 2—O0il and Gas Drilling and Production

PROPOSED AMENDMENT

10 CSR 50-2.010 {Organization Report] Operator License. The
courcil is amending the title, purpose, sections (1)-(3), adding new
sections (2)-(4), and renumbering as needed.

PURPOSE: This amendment changes the requirement of an organi-
zation report 1o a requirement for an operator license, adds the pro-
cedures and requirements for obtaining and renewing an operator
license, references the required fees to be submitted, adds the condi-
tions and procedures for suspending or revoking an operator license,
and provides procedures for transferring an open well from one oper-
ator to another.

PURPOSE: This rule provides for the filing of information that iden-
tifies those responsible for oil and gas exploration, [producing] pro-
duction or related industry activities regulated by the council. The
forganization report] operator license is required in order to prop-
erly process bonding, well permitting, producing, plugging, and
other council regulated activities and to make sure that the person
making application is, in fact, authorized to represent a person, firm,
or corporation.

(1) fPrior to start of operations, each person, firm or corpo-
ration engaged in oil or gas drilling, producing or transporting
or engaging in projects developed for underground storage of
hydrocarbons in natural formation or developed for disposal
of water, nonusable gas or other waste accompanying the
production of oil or gas, shall properly execute the prescribed
organization report (form OGC-1) and submit same] No per-
son shall engage in oil or gas operations pursuant to Chapter 259,
RSMo, and implementing regulations without first obtaining or
renewing an operator license from the department, Each opera-
tor of a well or gas storage facility shall maintain a current oper-
ator license even if the well or storage facility is shut in or idle.

(2) Application for an operator license.

(A) An application for an operator license shall be submitted
to the state geologist for approval. [Signatures as required on
t/This fform must] application shall be [notarized. The report
must be filed before bonding will be approved] submitted on
a form provided by the department along with the fee required
pursuant to 10 CSR 50-1.050 and shall be completed in full.

(B) The state geologist shall review the application for operator
license and, within fifteen {15) business days, determine if the
application is in proper form and if the requirements of Chapter
259, RSMo, and implementing regulations are met. If the appli-
cation is incomplete or lacking required information, forms, or
fees, the state geologist shall notify the applicant and suspend the
application process. When the required form, information, or fee
is submitted by the applicant and received by the state geologist,
the fifteen (15) business day review period will begin anew. If the
state geologist has not received the missing or incomplete
required application information or fee within thirty (30) days
after notification of the applicant, the application shall be con-
sidered null and void and the applicant must reapply by submit-
ting a new application for an operator license along with the
required fee,

1. If the state geologist finds that the application is in good
form, that all requirements of the application have been met, and
that Chapter 259, RSMo, and implementing regulations are
being met, the state geologist shall issue the operator license.

2. If the state geologist determines either that the applica-
tion is not in proper form, that the applicant failed to submit the
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applicable fees, or that Chapter 259, RSMo, and implementing
regulations are not being met, the state geologist shall deny the
application, ‘

3. If the state geologist determines that the applicant is in
violation of any provision of Chapter 259, RSMo, or implement-
ing regulations, the state geologist may deny the application.

4. If the state geologist has not taken action by the pre-
scribed fifteen (15) business day review period, the application
shall be considered denied.

{3) License Renewal.

(A) An operator license issned pursuant to this section shall
expire on January 1 of the year immediately following issuance of
the license. An operator may apply to remew the operator’s
license by submitting an application to the state geologist for
approval. This application shall be submitted on a form provided
by the department, along with the fee required pursuant to 10
CSR 50-1.050, on or before January 1 each vear and shall be
completed in full.

(B) A late fee pursuant to 10 CSR 50-1.050 shall be paid if the
renewal is submitted within thirty (30) calendar days following
the expiration date. If a license has been expired more than thirty
(30) calendar days, the licensee must reapply by submitting a new
application for an operator license along with the required fee,

(C) If the state geologist determines that the licensee is in vio-
lation of any provision of Chapter 259, RSMo, or implementing
regulations, the state geologist may deny the operator license
renewal.

(4) Suspension or revocation of operator license, -

{A) The state geologist may issue an order to suspend or revoke
an operator License if the state geologist determines that the
licensee has violated any provision of Chapter 259, RSMo, or
implementing regulations.

(B) The order of suspension or revocation shall state the rea-
son(s) for suspension or revocation, the effective date of the sus-
pension or revocation, and the conditions under which the sus-
pension or revocation would be rescinded. The order shall be sent
registered or certified mail to the licensee’s last known address.
The licensee may appeal the suspension or revocation as provided
in 10 CSR 50-1.040(3).

[f2}](5) After any change occurs as to facts stated in the freport]
application as submitted and filed, except change of ownership, a
supplementary [report] application shall be filed with the state geol-
ogist with respect to the change within thirty (30) calendar days after
the effective date of change.

[{3}1(6) The operator of any open well shall comply with Chapter
259, RSMo, and implementing regulations. Any open well shall
not be transferred from one (1) operator to amother operator
without approval of the state geologist. An operator (transferor)
shall submit to the state geologist a request to transfer any open
well(s) to a new operator (transferee). The request shall be sub-
mitted on a form provided by the department fUpon change of
ownership of any wellfs), producing or nonproducing, notice
shall be given to the state geologist within ten (10}] no less
than thirty (30) calendar days fafter]/ prior to the [change of
ownership] planned transfer. Any such request may be denied if
the state geologist determines that the operator has not submitted
all the required information,

(A) The state geologist shall review the completed transfer
request and, within fifteen (15) business days, approve or deny
the request based upon the following conditions:

1. The transfer of the well(s) must be agreed upon by both
the transferor and by the transferee;

2. The transferee must have a current operator license
issued by the state geologist;
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3. The transferee must have bonding as required in 10 CSR
50-2.020 in place prior to transfer;

4. The transferor shall provide a list of American Petroleum
Institute (API) numbers for ail open wells on the lease, spacing
unit, production unit, or gas storage facility with the notice of
transfer;

5. Transfers shall not be made to any person who has not
complied with the provisions of 10 CSR 50-2.010;

6. The transferor may be reguired by the state geologist to
conduct a mechanical integrity test as a condition of the transfer;
and

7. Within ninety (90) days of any transfer, the transferee
shall change the tank battery identification sign provided for in
10 CSR 50-2.065(1) to include the new operator information.

(B) If the form is incomplete or lacking required information,
the state geologist shall notify the operator and suspend the
review process. When the completed form or required informa-
tion is submitted by the operator and received by the state geol-
ogist, the fifteen (15) business day review period will begin anew.
If the state geologist has not received the missing or incomplete
required information within thirty (30) days after notification of
the operator, the request shall be considered null and void and
the operator must submit a new transfer request.

(C) If the state geologist has not taken action by the prescribed
fifteen (15) business day review period, the transfer shall be con-
sidered denied.

AUTHORITY: section 259.070, RSMo [1986] 2013. Original rule
filed Oct. 1, 1966, effective Oct. 21, 1966, Amended: Filed Sept.
12, 1973, effective Sept. 22, 1973. Amended: Filed Sept. 10, 1979,
effective Feb. 1, 1980. Amended: Filed Sepi. 15, 20I5.

PUBLIC COST: This proposed amendment will cost siaie agencies or
political subdivisions twenty-six thousand three hundred ninety-seven
dollars ($26,397) per year in the aggregate.

FPRIVATE COST: This proposed amendment will not cost private enti-
tes more than five hundred dollars (3500) in the aggregate.

NOTICE OF PUBLIC HEARING AND NOTICE TO SUBMIT COM-
MENTS: Anyone may file a statement in support of or in opposition
to this proposed amendment with the Department of Natural
Resources’ Geological Survey Program attention to Summer Young at
PO Box 250, 111 Fairgrounds Rd., Roila, MO 65402 or via email io
summer.young@dnr.mo.gov. To be considered, comments must be
received by November 18, 2015. A public hearing is scheduled for
10:00 a.m., November 16, 2015, at the Missouri Geological Survey,
Mozarkite Conference Room, 11l Fairgrounds Rd., Rolla, MO,
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FISCAL NOTE
PUBLIC COST
L RULE NUMBER

Rule Number and Name:

10 CSR 50-2.010 Organization Report

Type of Rulemzking:

Amendment

118 SUMMARY OF FISCAL IMPACT

| Affected Agency or Political Subdivision

Department of Natural Resources

L Estimated Cost of Compliance in the Aggregate

$26,397 per year per applicable rule

FTE needed)

(one-seventh of $184,776 average annoal cost for 2

I, WORKSHEET

Expenditure Scenario F - 2 FTE
Salaries {PS)

1Geoiggist i, 15r Office Suppart Assistant
Fringe Benefits (social security, health ins.,
retirement, etc.)
Operating E&E (trovel, supplies, troining, etc.)
Contractual Engineering
*Statewide Central Services, DNR
Administration, OA ITSD, Leases/Rents
Total

$184,776 + 7= 526,397 per applicable rule
V. ASSUMFPTIONS

1. Projcction Assumptions:

FY17 Proj

(eff 1/2017) FY18Prof FY19Prof FY20Prof FY21Proj

S 42162 S 86854 S B9,459 $§ 92,143 § 94,907

$ 20,196 5 41,603 § 42,851 $ 44,137 § 45451

§° 22,222 % 12,257 S 12,625 S 13,003 S 13,394

3 - ] - 5 - 5 - 5 -

$ 21610 $ 35952 S 37,031 S 38142 S 39,286

S 106,190 $176665 $181,966 $187,425 $193,048
.. Avatage Need (Y8 Py S 184,775

-  FYI17 reflected as one-helf year due to earlicst potential cffective date of fees; actual timing of first
expenditures will be determined by revenue receipts/fund balance
—  FYI7 includes one-time E&E needs; reduced in FY 18

— 3% pay plan/inflation beginning FY18

- Average need calculated using 4 years since FY 17 is only a partial year
Fringe benefits estimated using LINR rate of 47.9% (less than the statewide average rate)
—  *Indirect costs estimated using approved federal indirect cost rute 0of 25.55%

2. Additional staffing level needed to cover activities in ncw rules und amendments to 10 CSR 50-1.040,
10 CSR 50-1.050, 10 CSR 50-2.010, 10 CSR 50-2.055, 10 CSR 50-2.080, 10 CSR 50-3.020, and
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1@ CSR 50-5.010, Because implementation of this rule is dependent upon and in conjunction with the other
rules, the total FTE expenditure provided was divided evenly amang the seven applicable rules.

3. Anticipate duties of the Geclogist 111 include: assist with oil and gas permitting; provide campliance
assistance; maintain and account for: mechanical integrity testing (MIT), injection pressure determination
testing, and well stimulation treatment projccts; oversce and review oil and gas production projects;
evaluate enhanced oil recovery projects and technologies; detcrmine appropriate injection pressures and
rates; oversee MITs; conduct field inspections; and ensure compliance with regulations.

4. Anticipate duties of the Senior Office Support Assistant include: input data; maintain and account for:
opcrator registration, well band reporting, well status and shut-in wells, production, resource valuation,
recordkecping, and gencral information requests; create and edit forms; provide administrative support;
generatc lctters (notifications/reminders); generate reports; and perform financial tracking.
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Title 10—DEPARTMENT OF NATURAL RESOURCES
Division 50—0il and Gas Council
Chapter 2—Qil and Gas Drilling and Production

PROPOSED AMENDMENT

10 CSR 50-2.020 Bonds. The council is amending the purpose, sec-
tions (1)—(3), and adding new sections (4)-(6).

PURPOSE: This amendment changes the bond amounts required for
oil and gas wells, clarifies bonding requirements for horizonal wells,
provide additional detail and requirements for the types of bonds that
-will be accepted, and adds procedures for replacement, release, or
Jorfeiture of bonds.

PURPOSE: Bonding is required of an operator before commencing
oil or gas drilling or operations to insure compliance with the provi-
sions of Chapter 259, RSMo, and the rules of the council, specifi-
cally with reference to the proper plugging for abandonment of a
well(s).

(1) Prior to commencement of foif or gas/ drilling or other opera-
tions, the /person, firm or corporation] operator commencing
such drilling or operations shall make, or cause to be made, fand
file with the state geologist] a good and sufficient bond for each
well for hole and]. The bond shall be payable to the state of
Missouri, conditioned /for/ upon the performance of the duty to
comply with all [the provisions] of the laws of the state fof
Missouri] and the rules and orders of the /O/f and Gas Cleouncil.
The bond shall be filed with the state geologist. This bond shall
remain in full force and effect until a letter of release is issued by
the state geologist or the bond is forfeited as provided in section
(6) below. The state geologist shall issue the letter of release after
plugging of the well for hole is approved by the state geologist
and Is refeased by the state geologist], or after a new bond is
filed by a successor [in interest and is released byl and appro-
priate well transfer form submitted to the state geologist pursuant
to 10 CSR 50-2.010(6). [Application for release of bond shall
be made by letter to the state geologist who shall release the
bond if the requirements of the law and regulations have
been met.]

(2) Bond Amounts. [Bond will be r/fRequired fin] bond amounts
shall be determined by the council and shall be no less than the
following amounts [during the entire operation of the welll.

MINIMUM SINGLE WELL BOND

Depth of Well
From To Amount
0 500 $/1000/1,100
501° 1000* $/2000/2,200
1001' 2000 $1300073,300
2001' 5000 $/4000/4,400
5001 $15000/5,500
plus $/172/
foot
beyond
5001 feet

[Refer to 10 CSR 50-2.070(1){G) for non-commercial gas
weli bond amounts.]

Bonds for horizontal wells shall be based on the total measured
length of the wellbore from the surface to the depth of the deepest
producing horizon.

MINIMUM BLANKET WELL BOND

Depth of Well
' Number of
[Unplugged] Open
From To Amount Wells/bond
0 800 $/20/22,000  /5]40 wells
801" 1£27500° $/30125,000 [15]10 wells

Wells greater than one thousand five hundred feet (1500") in
depth must be bonded individually by a single well bond.

(A) [However, thel A blanket bond amount may be increased by
the single well bond amount {(which varies depending on the depth of
the well—see Minimum Single Well Bond table) for every unplugged
well in excess of the maximum allowable unplugged wells per blanket
bond as shown in the Minimum Blanket Well Bond table.

(B) Operators of [A/all wells permitted prior to fthe effective
date of this regulation] March 38, 2016, shall fcomply with
these bonding requirements no later than January 1, 19907
maintain existing bonding amounts for such wells until they are
transferred pursnant to 10 CSR 50-2.010(6), deepened, plugged-
back, or recompleted pursuant to 10 CSR 50-2.030, or plugged
pursuant to 10 CSR 50-2.060(3).

(C) Operators of fAjall wells permitted or transferred on or
after [the effective date of this regulation] March 30, 2016,
shall comply with {the previously mentioned] bonding frequire-
ments] amounts stipulated in the Minimum Single Well Bond
table or the Minimum Blanket Well Bond table prior to permit
issuance or transfer approval.

[(2}}(3) Types of bonds. The state geologist may accept surety
bonds, personal bonds secured by certificates of deposit, and per-
sonal bonds secured by irrevocable letters of credit. The bond
[shall be by a corporate surety authorized to do business in
the state of Missouri and] shall be submitted on the appropriate
form fOGC-2]. [in fieu of a bond with a surety, an applicant
may furnish to the council his/her own personal bond,
secured by a certificate of deposit in an amount equal to that
of the required surety bond. The personal bond shall be sub-
mitted on form OGC-2A.] When the bond is filed, the state geol-
ogist shall fimmediately] review the bond and if the bond is in prop-
er form, the state geologist shall fapprove/ accept the bond with the
conditions which may be required by the council or by rule. If the
bond is determined to be insufficient or not in proper form, the
state geologist shall netify the operator. No drilling or operation
shall commence or continue unless there is a sufficient bond on file
fa bond approved by] with the state geologist.
(A) Surety bonds shall he subject to the following conditions:

1. Only irrevocable surety bonds shall be accepted. No bond
of a surety company shall he cancelled for any reason whatsoever,
including, but not limited to, nonpayment of premium, bank-
ruptcy, or insolvency of the operator or issuance of notices of vio-
lations or cessation orders and assessment of penalties with
respect to the operations covered by the bond, except that surety
bond coverage for wells not drilled may be cancelled if the surety
provides written notification and the state geologist is in agree-
ment. The state geologist shall advise the surety, within thirty
(30) days after receipt of a notice to cancel bond, whether the
bond may be cancelled;

2. A surety company’s bond shall not be accepted in excess
of ten percent (10%) of the surety company’s capital surplus
account as shown on a balance sheet certified by a certified pub-
lic accountant;

3. The total amount of the bonds issued by a surety on
behalf of any operator shall not exceed thirty percent (30%) of
the surety company’s capital surplus account as shown on a bal-
ance sheet certified by a certified public accountant;

4. The surety shall be Licensed to conduct a surety business
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in Missouri;

5. Both the surety and the operator shall be primarily liable
for completion of any remedial actions, including, but not limited
to, well plugging, with the surety’s liability being limited to the
amount of the bond;

6. The bond shall provide that—

A. The surety will give prompt notice to the operator and
the state geologist of any change in corporate ownership or name
or address of the surety company, or any notice received or action
filed alleging the insolvency or bankruptcy of the surety or alleg-
ing any violations of regulatory requirements which could result
in suspension or revocation of the surety’s license to do business;
and

B. In the event the surety hecomes unable to fulfill its
obligation under the bond for any reason, notice shall be given
immediately to the operator and the state geologist; and

7. The bond shall provide a mechanism for a surety compa-
ny to give prompt notice to the state geologist and the operator
of any change in corporate ownership or name or address of the
surety company, or any action filed alleging the insolvency or
bankrupicy of the surety company, or the operator, or alleging
any violations which would result in suspension or revocation of
the surety license to do business. Upon the incapacity of a surety
by reason of bankruptcy or insolvency, or suspension or revoca-
tion of its license, the operator shall be deemed to be without
bond coverage in violation of section (1) and shall promptly notify
the state geologist. The state geologist, upon notification of the
surety’s bankruptcy or insolvency, or suspension or revocation of
its license, shall issue a notice of violation against any operator
who is without bond coverage. The notice shall specify a thirty-
(30-) day period to replace bond coverage. If the bond is not
replaced in thirty (30) days, an order shall be issued by the state
geologist requiring immediate cessation of operations. QOperations
shall not resume until the state geologist has determined that an
acceptable bond had been posted.

{({3}](B) Personal bonds secured by certificates of deposit shall
be subjectfed] to the following conditions:

1. The certificate(s) shall be in the amount of the bond or in
an amount greater than the bond and shall be made payable to
or assigned to the state of Missouri, both in writing and upon the
records of the institution issuing the certificates, and shall be
automatically renewable at the end of the term of the certificate.
If assigned, institutions issuing the certificate(s) waive all rights
of set off or liens against the certificate(s);

2. No single cerfificate of deposit shall exceed the sum of two
hundred fifty thousand dollars ($250,000) nor shall any permit-
tee submit certificates of deposit aggregating more than two hun-
dred fifty thousand dollars ($250,000) or the maximum insurable
amount as determined by the Federal Deposit Insurance
Corporation from a single institution.

ffA)] The institution issuing the certificate of deposit must be
insured by the Federal Deposit Insurance Corporation (FDIC) for
the Federal Savings and Loan Insurance Corporation
{FSLICIH,

{8} Only automaticslly renewable certificates of deposit
will be accepted; and]

ffC13. Any interest on the certificates of deposit shall be made
payable to the [permittee.] operator;

4. The certificate of deposit shall be kept until the bond is
released by the state geologist;

5. The institution issuing the certificate(s) of deposit for
bonding purposes shall give prompt notice to the state geologist
and the operator of any change in corporate ownership, name, or
address of the institution, and any insolvency or bankruptcy of
the institution; and

6. The bond shall provide a mechanism for an institution to
give prompt notice to the state geologist and the operator of any
change in corporate ownership, name, or address of the institu-

tion, any action filed alleging the insolvency or bankruptcy of the
institution or the operator, or alleging any violations which would
result in suspension or revocation of the institution charter or
license to do business. Upon the incapacity of any institution by
reason of insolvency or bankrupicy, or suspensicn or revocation
of its charter or license, the operator shall be deemed to be with-
out hond coverage in violation of section (1). The state geologist,
upon notification of the institution’s bankruptcy or insolvency, or
suspension or revocation of its charter or license, shall issue a
notice of violation against any operator who is without bond cov-
erage. The notice shall specify a thirty- (30-) day period to
replace bond coverage. If the bond is not replaced in thirty (30)
days, an order shall be issued by the state geologist requiring
immediate cessation of operations. Operations shall not resume
until the state geologist has determined that an acceptable bond
has been posted.

(C) Personal bonds secured by letters of credit shall be subject
to the following conditions:

1. The letter of credit shall be no less than the face amount
of the bond and shall be irrevocable. A letter of credit used as
security shall be forfeited and shall be collected by the state geol-
ogist if not replaced by other suitable bond or letter of credit at
least thirty (30) days before its expiration date;

2. The beneficiary of the letter of credit shall be the state of
Missouri;

3. The letter of credit shall be issued by a bank authorized
to do business in the United States. If the issuing bank is located
in another state, a bank located in Missouri must confirm the let-
ter of credit. Confirmations shall be irrevocable and on a form
provided by the department;

4. The letter of credit shall be governed by Missouri law. The
Uniform Customs and Practice for Documentary Credits, fixed
by the International Chamber of Commerce, shall not apply;

5. The letter of credit shall provide that the state geologist
may draw upon the credit by making a demand for payment,
accompanied by his/her statement that the council has declared
the operator’s bond forfeited;

6. The issuer of a letter of credit or confirmation shall war-
rant that the issuance will not constitute a violation of any statute
or regulation which limits the amount of loans or other credits
which can be extended to any singie borrower or customer or
which limits the aggregate amount of liabilities which the issuer
may incur at any one (1) time from issuance of letters of credit
and acceptances;

7. The bank issning the letter(s) of credit for bonding pur-
poses shall give prompt notice to the state geologist and the oper-
ator of any change in corporate ownership, name, or address of
the institution, or any insolvency or bankruptcy of the bank; and

8. The bond shall provide a mechanism for a bank to give
prompt notice to the state geologist and the operator of any
change in corporate ownership, name, or address of the institu-
tion, any action filed alleging the insolvency or bankruptcy of the
bank or the operator, or alleging any violations which would
result in suspension or revocation of the bank’s charter or license
to do business. Upon the incapacity of any bank by reason of
insolvency or bankruptey, or suspension or revocation of its char-
ter or license, the operator shall be deemed to be without bond
coverage in violation of section (1). The state geologist, upon noti-
fication of the bank’s bankruptcy or insolvency, or suspension or
revocation of its charter or license, shall issue a notice of violation
against any operator who is without bond coverage. The notice
shall specify a thirty (30) day period to replace bond coverage. If
the bond is not replaced in thirty (30) days, an order shall be
issued by the state geologist requiring immediate cessation of
operations. Operations shall not resume until the state geologist
has determined that an acceptable bond has been posted.
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(4) Replacement of bonds. Operators may replace existing surety
or personal bonds with other surety or personal bonds. Existing
bonds will not be released until the operator has submitted and
the state geologist has approved acceptable replacement bonds.

(5) Bond Release, Application for release of a bond shall be made
by written notice to the state geologist who shall release the bond
if the requirements of Chapter 259, RSMo, and implementing
regulations have been met.

(6) Bond Forfeiture.

(A) If an operator fails to comply with an order of the state
geologist, the state geologist shall issue an order declaring all
applicable bonds to be forfeited.

(B) If a well is abandoned, plugged, or determined to have not
been drilled, and the operator does not respond within six (6)
months to reasonable attempts by the state geologist to contact
that operator via information provided, the state geologist shall
issue an order declaring the applicable bond forfeited.

{C) IT the state geologist determines that the surety or issuer of
a letter of credit or certificate of deposit desires to, and is capable
of, completing remedial actions, including, but not limited to,
well plugging, the state geologist, under additional terms and
conditions as deemed necessary by the state geologist, may enter
into an agreement with the surety or issuer of a letter of credit or
certificate of deposit on a set schedule of compliance in lien of
collection of the forfeited bond. The remedial actions shall be in
accordance with a compliance schedule that meets the conditions
of the state geologist. The performer of remedial actions shall
also demonstrate that they have the ability to satisfy the condi-
tions, If the surety or issuer of a letter of ¢redit or certificate of
deposit fails to complete the remedial actions according to the
schedule of compliance, the state geologist shall take action to
collect the forfeited bond and any Instruments securing the bond.

(D) The entry of an order declaring a bond forfeited shall auto-
matically authorize the state geologist, with the assistance of the
attorney general, if necessary, to take whatever actions are nec-
essary to collect the forfeited bond and any instruments securing
the bond. The forfeited bond shall be deposited into the Oil and
Gas Remedial Fund and utilized according to 10 CSR 50-
2.060(3)(E).

AUTHORITY: section 259.070, RSMo [1986] Supp. 2013. Original
rule filed Oct. 11, 1966, effective Oct. 21, 1966. For intervening his-
tory, please consult the Code of State Regulations. Amended: Filed
Sept. 15, 2015.

PUBLIC COST: This proposed amendment will not cost state agen-
cies or political subdivisions more than five hundred dollars ($500)
in the aggregate.

PRIVATE COST: This proposed amendment will cost private entities
twenty-four thousand six hundred sixteen dollars (324,616) per year
in the aggregate.

NOTICE OF PUBLIC HEARING AND NOTICE TO SUBMIT COM-
MENTS: Anyone may file a statement in support of or in opposition
to this proposed amendment with the Department of Natural
Resources’ Geological Survey Program attention to Summer Young at
PQ.Box 250, 111 Fairgrounds Rd., Rolla, MO 65402 or via email 1o
summer.young@dnr.mo.gov. To be considered, comments must be
received by November 18, 2015. A public hearing is scheduled for
10:00 a.m., November 16, 2013, at the Missouri Geological Survey,
Mozarkite Conference Room, 1l Fairgrounds Rd., Rolla, MO.
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FISCAL NOTE
PRIVATE COST

L RULE NUMBER

{0 CSR 50 - 2.020, Oil and Gas Drilling and

Rule Nomber and Name:
Production - Bonds

—Type of Rulemaking: Amendment
0.  SUMMARY OF FISCAL IMPACT
Estimate of the number of
entities by class which Classification by types of | Estimate in the aggregate as to
would likely be affected the buosiness entitics which | the cost of compliance with the

by the adoption of the
proposed rule:

would likely be affected:

rulc by the affected entities:

20

il or gas opcrators who
driil, maiotain, operate, or
control wells associated
with oil or gas production,
storage, ot injection
projects.

$0 to updatc bonding for existing
wells
&
$23,784 per year in_increased
bonding costs for future wells

59

Non-commercial gas well
operators who drift,
maintain, operate or control
wells associated with gas
production for the sole
purpose of providing gas
for private domestic

consumption by the owner.

$0 to update bonding for existing
wells
&
$832 per year in_increased
bonding costs for future wells

1IL WORKSHEET

1. Proposed 10 CSR 50-2.020 will result in an estimated 15.75 percent increase in overall
commercial well bonding expenditure, and a 60 percent average increase in overall non-
commercial gas well bonding expenditure. Cost analysis is below:

a. Average cost per year to meet current commercial bond requirements is $151,008 bascd
on the past 10 years statistics. 15.75% x $151,008 = $23,783.76 cost increase

b. Average cost per year (o meet current non~commercial gas well bond requirements is
$1.387 based on the past 10 years statistics. 60% x $1,387 = $832 cosl increase to non-
commercial operators

2. Although the proposed bond requirements statistically represent closer to a 25 percent cost
increase, they allow for more flexibility in the number and depth of wells they cover. To
determine a 15.75 percent uveralt cost increase to bond requirements, we applied the proposed
bond requirements to our current operators and their wells. Then we calculated the percent
increase relative to their current bonding.
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3. Figure 1 is the propased bonding structure. In Figure 2, this bonding structure is applied to cach
operator’s existing wells to determine a 15.75 percent cost increase, The Future Bonding fields
represent the least expensive method of bonding the wells under the proposed structure.

Figurc 1
MINIMUM SINGLE WELL BOND
Depth of Well
From Te Amount
0 500° $1,100

£01' 1000° $2,200
001 2000 33,300
2001' S000° 84,400
5001’ £5.500 plus $2/ foat beyond 5001 feet

Bonds for horizontal wells shall be based on the lotal measured length of the wellbare from the surface to the
depth of the deepesi producing horizon.

MINIMUM BLANKET WELL BOND
Depth of Well
From To Amount Number of Open Wells/bond

[ 8000 $22,000 40 wells
§o1’ 1500' $25,000 10 wells

Wells greater than one thousand five hundred feet (1500') in depth must be bonded individually by a single

well bond.
Figure 2

Bonding Comparison

& woeifs > hewe Extuse Dilfeigrme §

iwells EDGA dwsils Cunentlotal Bianket Ininicdemt  Lonal Futre Ertme

Operatos <800 <1500 > 1500 Bondngd Bonding5  Borging$S Bonding§ Corrent)
Arrow Ot Services, LLC 2 0 0  540,00000 54400000 3513206000 557.200.00 5§7,200.00
Bluw Tip Missouri Enerpy 32 0 6 £3000000 522,00000 S0.00 $22000 00  52,000.00
Colt Energy® 140 4 1 $100,00000 SBI,00000 51540000 510340000 5340000
Encore Emergy Partrners 13 o ¢ $2000000 52200000 S0.00 $22,000.00 5200000
Ivvestment Equipment ()] 1z 11 38300000 57500000 $50,600.00 $75,600.00 -57,400.00
neow 33 o ¢ 32000000 522,000.00 50.00 $2200000 5200000
RRED* 507 . 0 523800000 $311,00000 50.00 $3LI00000 573,000 00
LY. 0% &7 o G $ACH00D0 54400000 57,70000 35170000 $11,700.00
Laclede Ga=* 8 13 g€ $7000000 52500000 54730600 57230000  52.300.00
Laclede O Sevwicas® o 3 0 $12,00000 S000 5990000 39N  -52.108.00
Pala Petroleum® 39 0 ¢ 5300000 $22,00000 5000 $22,00000 -514 00600
Perro Rores ON* s D G 54000000  544,000.00 50.00 SA00000  53.000.00
Romning Fores Petrolewn 178 £ ¢ 58300000 5110,0000C $0.00 S11000060 527.000.00
S50 Oparmiing 4" [ 0 $20,00000 52200000 5830000 £30.80000 51080000
$C2 Resourtas 14 1 14 s000000 52200000 5330000 $I5,30800 5530000
TMT Energy 70 0 © 54000000 $44.000.00 $0.00 S44,000.00  54,000.00
Warrior Operating 14 0 ¢ 52000000 $22,000.00 $0.00 S200000 5700008
Zero CO2 14 c ¢ $2000000 522.000.00 <000 S200000  52,00000

“KRED is cummently overbongded. They couwld reduce carrest bonding 1o $232,000. [fmd for staticticad

purposes} Totsl Difference:  $145.700.00
*Lackede Oil Services is overboaded for their horizonals per the new rules. Total % Differnce: 157483731
*Palo s owerbonded for their horizomtals per the Mew rugs.

“Fetro River has SB0K in bonding coeyently but they lost @ iease that Arow Pow owrs; they ae

overbonded. {fixed for statisticat purposes|
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Iv.

ASSUMPTIONS

Based on statistics from the past 5 ycars, we are assuming an average of 20 new and cxisting
commercial oil and gas operators per year.

Based on statistics from the past 5 years, wc arc assuming an average of 39 new and cxisting
non-commercial gas operators per year.

Based on statistics from the past 10 years, we are assuming the average cost to meet current
commercial bond requirements is $151,008 per ycar.

Based on stattstics from the past 10 ycars, we are assuming the average cost to meet current non-
commercial gas well bond requirements is $1,387 per year.

We are assuming a 15.75 pereent is an accurate and realistic representation of the cost increase to
operators in any given year.

This cost assumcs that and average of the past 10 years’ statistics is represenlative of the highly
volatilc nature of oil and gas production and exploration activity in the state.
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Title 10—DEFARTMENT OF NATURAL RESOURCES
Division 50—Q0il and Gas Council
Chapter 2—0il and Gas Drilling and Production

PROPOSED AMENDMENT

10 CSR 50-2.030 Application for Permit to Drill, Deepen, Plug-
Back, or [infect] Recomplete. The council is amending the title,
purpose, sections (1}, (5), (6}, (11), (12), and (14), deleting sections
(2)-(6}, (8), (10), and (13), adding sections (2)-(4), and (10), and
renumbering as needed.

PURPOSE: This amendment separates the application for a permit
to dnill, deepen, plug-back or recomplete from the application for a
permit to inject, which is now a separate permit required under pro-
posed new rule 10 CSR 50.2-055. This amendment also references
- the required fees to be submitted, clarifies the information to be sub-
mitted with the application, adds the ability for an operator to move
an approved drilling location up to fifty feet (50'), provides addition-
al detail on the application review process and subsequent approval
or denial, specifies the duration of the permit, and requires the well
name and number to be permanently assigned to the well.

PURPQOSE: This rule provides for information needed for the permit-
ting of drilling of new wells or reworking existing wells and establish-
es procedures for the determination of their locations (distances from
Ipropertyl unit lines, other producing wells, etc.), according to
classifications of the well(s). It also establishes procedures to be fol-
lowed by the state geologist in issuing or denying permits [and legal
recourse available to an applicant in case of deniall. {The rule
further provides for the revacation of permits by the council
after a hearing in the event that state laws or council rules
have been violated, or if fraud, misrepresentation, etc., were
used to initially obtain a permit.}

(1) Prior to commencement of operations, application for a permit
Imust be made with] to drill, deepen, plug-back, or recomplete
any well shall be submitted to and approved by the state geologist
fon form OGC-3 or OGC-3-/ ffor injection wells) as pre-
scribed by the council]. {An organization report fform OGC-
7)] The required operator license and bond /fform OGC-2)] must
be on file in the office of the state geologist or must accompany the
application.

I{2} An accurate well location survey must accompany the
application. The plat shall show the distance from the two
{2} nearest section lines to the well. The plat of survey shall
show the distance of the welf from the nearest lease line and
from the nearest producing, drilling or abandoned well on
the same lease. The geographic coordinates of the well shall
be shown along with the method used to obtain the coordi-
nates and statement of positional accuracy of the coordi-
nates. The plat of survey shall be prepared by a Missouri pro-
fessional land surveyor and shall meet the current “Minimum
Standard Requirements for Property Boundary Surveys”
defined in 10 CSR 30-2.010. Form OGC-4 or OGC-4-I, for
injection wells, {see section (3} must accompany the appli-
cation. A confirmation well and/or additional development
wells may be exempted from a minimum standards survey at
the discretion of the council. A well Jocation map, as here
and after described, may be substituted in lieu of the previ-
ously mentioned plat of survey. The applicant shall provide a
well location map and well reference sketch or the geograph-
ic position of the well prepared according to the specifica-
tions in 10 CSR 50-2.030(2}{A). The well location map shall
be drawn 1o a scale of one inch (17} equals one hundred feet
{100°), one inch (17} equals two hundred feet (200°) or one
inch (17) equals four hundred feet (400°). A copy of the cur-

rent ownership map maintained by the county tax assessor
shall be acceptable. The quarter-quarter section, governmen-
taf Jot, or United States Survey, along with the governmental
section, township and range shall be stated on the well Joca-
tion map. The location map shall show the approximate loca-
tion of the well within the section or quarter section, the
approximate distance to the nearest perceived lease line or
perceived boundary line and the names of the owners of the
property on which the well is located and all adjoining prop-
erty owners. The well reference sketch shall show the loca-
tion of the well and its relationship (bearing and distance
preferred}, where possible, to four (4} durable objects to pro-
vide a permanent location of the well. Durable objects
include, but are not restricted to, house corners (fully
describel, marks on concrete structures or pavernent, marks
on ledge or bedrock, trees and set monuments. The refer-
ence sketch shall show the approximate distance of the well
from existing streets or perceived boundary lines shown on
the location map. It shall also show the house number of any
houses shown on the sketch along with all street names.
Both the location map and the reference sketch shall show
a north arrow and a scale. Form OGC-4 or OGC-4-1, for injec-
tion wells, (see section (3)) must accompany the application.

{A} A well location map conforming to the scale and dis-
tance requirements specified in 10 CSR 50-2.030(2} along
with the geographic position of the well may be used in lieu
of a well referenice sketch. The geographic coordinates shall
be latitude and longitude based on the North American
Datum of 1983 (NAD 83} and resolved, at a minimum, to
the nearest gne-tenth (.10} of a second: i.e.. latitude 38°
42° 54.2" North, longitude 90° 37’ 15.8" West. The coor-
dinates shall have a minimum positional tolerance of three
{3} meters. Any well that a minimum standards survey
reveals not to meet the minimum distance requirements shall
not be approved for completion or production.

(3} Upon application for an injection well, an accurate loca-
tion plat (form OGC-4-l} must accompany the application.
The plat shall be drawn neatly and to scale and shall show
the distance of the well from the nearest lease line and from
the two (2} nearest section lines to the well. If the well is
drifled on acreage that has been pooled with other land, dis-
tance to nearest boundary of the pooled acreage must also
be shown. The plat shall also show the area of review for the
applicant well and all area of review wells of public record
that penetrate the injection interval. Descriptions, of the area
of review wells, that penetrate the injection interval shall be
included on the back of the form QGC-4-I. These descrip-
tions shall include lease name, well number, location, owner,
depth, type foil, gas, etc.), date spudded, date completed
and construction of the wells. Each area of review well shall
be uniquely marked or numbered.

{4} A neat, accurate schematic diagrarn of the applicant
injection well(s) and relevant surface equipment shall be sub-
mitted on form OGC- 11 before application will be processed.
This schematic diagram shall include the following: configu-
ration of well head; total depth and/or plug-back total depth;
depth of all injection or disposal intervals and their formation
names; lithology of all formations penetrated; depths of the
tops and bottoms of all casing and tubing; size and grade of
all casing and tubing; type and depth of packer; depth, loca-
tion and type of all cement; depth of all perforations and
squeeze jobs; and geologic name and depth to bottom of all
underground sources of drinking water which may be affect-
ed by the injection.

{5} The applicant for an injection wellfs} shall publish a
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notice of application in a newsgaper of general circufation in
the county in which the proposed injection wellfs) will be
located. The applicant shall submit a copy of the newspaper
notice to the state geologist before the public hearing or
administrative approval is granted. The notice shafl include
the name and address of applicant, location of proposed
wells}), geologic name and depth of infection zone, a
description of the need for the injection well(s) and the
address of the office of the state gevlogist, where additional
information may be obtained. There shall be a fifteen (15)-
day written comment period fcomments fo be sent to the
office of the state geologist). If within this period the state
geologist determines that a significant degree of public inter-
est is expressed, or other factors indicate the need for a pub-
lic hearing, the state geologist may order a hearing. Public
notice will be provided with a hearing date set for no sooner
than thirty (30} days after the date of notice. If no public
hearing is ordered, the application will be processed without
further defay. A record will be kept of alf written comments
received and the responses to these comments.

{6} Upon application, the siate geologist may waive the ini-
tial requirement for & minimum standards survey for non-
commercial gas wells {wells drilled for the sole purpose of
furnishing gas for private consumption by the owner and not
for resale or trade). A permit application (OGC-3) shall
include form which enables the state geologist to determine
if minimum distance requirements to property or lease
boundaries can be met before issuing a permit for drilling. If
gas supplies are found to be present in sufficient quantities
to be utilized, 8 minimum standards survey and plat of sur-
vey or a location map showing the geographic coordinates
as described in 10 CSR 50-2.030(2}(A) and conforming to
the scale, distance and format requirements specified in 10
CSR 50-2.030(2} of this rule will then be required to ensure
compliance with distance requirements before any produc-
tion can be initiated. Any well, that a minimum standards
survey reveals not to meet minimum distance requirements
shall not be approved for completion or production of gas.]

(2) The application for a permit to drill, deepen, plug-back, or
recomplete shall be submitted on a form provided by the depart-
ment along with the fee required pursuant to 10 CSR 50-1.050
and shall be completed in fuil.

(3) All applications shall be accompanied by a completed well
location form and an accurate well location map.
{A) The location map shall show the following:
1. Approximate location of the well within the section or
gquarter section;
2. Approximate distance to the nearest existing or proposed

3. Approximate distance to the nearest perceived spacing
unit line or production unit line;

4. Names and addresses of the owners of the property on
which the well is located; '

5. A north arrow and a scale; and

6. For a horizontal well, the proposed location of the well-
bore’s path and terminus.

(B) The proposed well location shall be provided using latitude
and longitude based on the North American Datum of 1983
(NAD 83} and expressed in the decimal form to the fifth place.
Any well that is found to not meet the minimum location require-
ments upon completion may be ordered to be plugged by the state
geologist.

(C) A driiling location may be moved up to fifty feet (50°) from
the approved location, if the new location does not violate spacing
or setback requirements, without filing a revised permit applica-

tion. Such changed location shall be noted on the well completion
report.

(4) Seismic shot holes. Seismic operations shall not initiate new
fractures or propagate existing fractures in the confining strata
of underground sources of drinking water.

[(7}](5) An fowner] operator engaged in drilling [development]
wells to depths no greater than feight/ one thousand five hundred
feet (f{800/1500') may request that the state geclogist approve
prospective well locations on a blanket basis fon a single fease].
The fee required pursuant to 10 CSR 50-1.650{1){C)3. shall be
submitted with the request. Blanket requests must be associated
with an established production unit. Bonding must be in place
for all proposed wells in the blanket request. The request shall be
accompanied by a plat of the entire flease/ production unit, indi-
cating the unit boundaries, the location of and identifying by num-
ber all wells which have been drilled or are proposed, using appro-
priate symbols to distinguish between them; the plat shall conform to
the scale and distance requirements specified in section (/2/3) of this
rule. In the event the state geologist approves the blanket requests,
the approved locations may be drilled in the fowner‘s/ operator’s
order of preference, provided that a permit application {{OGC-3/]
and fee required pursuant to 10 CSR 50-1.050(1)(C)1. for each
well commenced shal! be sent to the state geologist within twenty-
four (24) hours, or the next business day, after the commencement
of drilling of each well.

[(8) An owner, company, firm or corporation engaged in
drilfing small diameter (less than five inch (57)) drill holes and
core holes for stratigraphic purposes and which wiil not be
used for the actual recovery of hydrocarbons, upon written
request to the state geologist, may be granted permission to
file individual well permit applications {OGC-3) and location
plats (OGC-4) not later than three (3} days after the well has
been drilled, and further may obtain a waiver of spacing
requirementis in 10 CSR 50-2.070, provided that—

(A} An arganization report {QGC-1) has been properly exe-
cuted and approved according to 10 CSR 50-2.010;

{B) Bonding has been executed and approved according to
10 CSR 50-2.020; and

{C) All other requiremments in regard to drilfing, plugging
and abandonment are met.]

{{9/1(6) Upon application for a permit to drill, deepen, plug-back,
or recomplete, the state geologist shall review the application and,
within fifteen (15) business days, determine if the application is in
proper form and if the requirements of fthe /aw and the rules]
Chapter 259, RSMo, and implementing regulations are met. If
the application is incomplete or lacking required information,
forms, or fees, the state geologist shall notify the operator and
suspend the application process. When the required form, infor-
mation, or fee is submitted by the operator and received by the
state geologist, the fifteen (15) business day review period will
begin anew. If the state geologist has not received the missing or
incomplete required application information or fee within thirty
(30) days after notification of the operator, the application shall
be considered null and void and the operator must reapply by
submitting a new application for a permit to drill, deepen, plug-
back, or recomplete, along with the required fee,

(A) If the state geologist finds that the application is in good form,
that all requirements of the application have been met, and that
fthe laws] Chapter 259, RSMo, and implementing regulations
are being met [s/he/, the state geologist shall issue the permit.

(B) If /s/he/ the state geologist determines /that] either that the
application is not in proper form, that the operator failed to submit
the applicable fees, or that [the Jaw of the rules] Chapter 259,
RSMo, and implementing regulations are not being met, [s/hef
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the state geologist shall deny the permit.

(C) If the state geologist finds that the drilling of a well at the pro-
posed site would be an undue risk to the surface or subsurface envi-
ronment, /s/hel the state geologist shall deny the permit.

(D) If the state geologist determines that [orior wells drilled by
the operator have been abandoned and have not been
plugged in an approved manner, s/he shall] the operator is in
violation of any provision of Chapter 259, RSMo, or implement-
ing regulations, the state geologist may deny the permit.

ftA} Upon denial of a permit, the applicant may appeal
within thirty (30) days of the notice of the denial to the state
councif and a hearing shall be held as provided by law.

(B} After the hearing the council shall either issue the per-
mit or deny the permit. If the council denies the permit an
appeal may be taken to the circuit court as provided by law.

{10) Permits may be revoked by the council upon a finding
after a hearing as provided by law that any provision of the
law; rufes or conditions of the permit have been viglated or
that any fraud, deceit or misrepresentation was made to
obtain the approval of the permit. Appeals of any decision of
the council may be taken as provided by law.]

[{17}{(7) Permits for drilling wells are not in any way transferable
fto any other person, firm or corporation or to any other loca-
tion]; however, any open well or the authority to inject for exist-
ing wells may be transferred to another operator according to 10
CSR 50-2.010(3).

f(12}}(8) {Unless operations] Permits to drill, deepen, plug-
back, or recomplete a single well are fcommenced within one
hundred eighty (180) days] valid for one (1) calendar year after
date of approvalf, the approval to drill will become null and
void]. If the operator opts not to drill the well, a notice to cancel
well permit application shall be submitted to the state geologist
no later than thirty (30) calendar days following the end of the
one- (1-) year permitted period.

[f13} Before commencing drilling operations, a drilling con-
tractor engaged by an owner or operator for the drilling of a
welf shall confirm that an approved drifling permit has been
obtained by the owner or operator. The drilling contractor’s
confirmation shall consist of the placement of his/her signa-
ture and date of signature, in ink, on the owner’'s approved
permit. A drilling contractor shall not commence drilling
operations unless an approved permit to drill the well has
been obtained by the owner or operator and confirmed by
the drilling contractor’s signature.]

[(1441(9) Prior to any [substantial] change or modification of fthe
physical characteristics or method of operation of any well
subject to these regufations, or change in the nature of
wastes disposed of therein, the owner or operator of the
facility shall submit a revised appfication form to] a permit,
or any change in the operation of a well subject to these regula-
tions, the operator shall notify the state geologist, identifying the
well name, location, the proposed change, and a full explanation of
the nature of the change/, to the state geologist]. An appropri-
ately revised permit application or application for permit for well
recompletion along with the fee required pursuant to 10 CSR 50-
1.050 shall be submitted to the state geclogist for approval,
except as provided in subsection (3)(C). No modification or change
in operation shall fbe commenced] begin until the state geologist
has reviewed and approved the fwritten notification] revised appli-
cation. The state geologist shall fhave a minimum of fifteen (15}
days o] review and respond to the notification fand the/ within
fifteen (15)/-] business days. The review period shall be suspended
if additional information is necessary to effectively review the finfor-

mation] application. {The term “substantial change or modifi-
cation™ shall mean any change in operation which may
affect an underground source of drinking water, or otherwise
alter the operation of the well so that its operation is not
consistent with the existing permit.] When the required form
or information is submitted by the operator and received by the
state geologist, the fifteen (15) business day review period will
begin anew.

(10) The well name and number entered on the permit applica-
tion will be permanently assigned to the well and no changes will
be approved to this information in the event of well or mineral
interest transfers,

AUTHORITY: sections 259.060, 259.080, and 259. 140, RSMo 2000,
and section 259.070, RSMo Supp. 2013. Original rule filed Oct. 1,
1966, effective Oct. 21, 1966. For intervening history, please consuit
the Code of State Regulations. Amended: Filed Sept, 15, 2015,

PUBLIC COST: This proposed amendment will not cost state agen-
cies or political subdivisions more than five hundred dollars (3500}
in the aggregate.

PRIVATE COST: This proposed amendment will not cost private enti-
ties more than five hundred dollars ($500) in the aggregate.

NOTICE OF PUBLIC HEARING AND NOTICE TO SUBMIT COM-
MENTS: Anyone may file a statement in support of or in opposition
to this proposed amendment with the Department of Natural
Resources’ Geological Survey Program aitention to Summer Young at
PO Box 250, 111 Fairgrounds Rd., Rolla, MO 65402 or via email to
summer.young@dnr.mo.gov. To be considered, comments must be
received by November 18, 2015. A public hearing is scheduled for
10:00 a.m., November 16, 2015, at the Missouri Geological Survey,
Mozarkite Conference Room, 11l Fairgrounds Rd., Rolla, MO.

Title 10—DEPARTMENT OF NATURAL RESOURCES
Division 50—0il and Gas Council
Chapter 2—0il and Gas Drilling and Production

PROPOSED AMENDMENT

10 CSR 50-2.040 Drilling and Completion. The council is amend-
ing the purpose, sections (1)-(4), deleting sections (5)-(12), and
adding new sections {5)-(13).

PURPOSE: This amendment clarifies the casing and cementing
requirements, requires casing materials to be steel, specifies require-
ments for tubingless or packerless completions, adds requirements
for multiple-completed wells, clarifies the requirement for a pressure
observation walve at the wellhead of an injection well, adds the
requirement to maintain documentation of cementing operations,
specifies the timeframe for which a stratigraphic test well must be
plugged, and requires permanent signage at each well site.

PURPQSE: One of the important functions of the council is to prevent
Iproduced saft water from contaminating either surface or
underground fresh water resources] the contamination of the
waters of the state. [When an oil or gas well is drilled, the bit
usually penetrates fresh water strata at relatively shallow
depths.] In Missouri, an underground source of drinking water may
occur either above or below an oil and gas reservoir. This groundwa-
ter is commonly the only source of water for irrigation [or for] and
animal and human consumption. This rule provides procedures for
protecting all [fresh] waters of the state and {for] to create accept-
able safery standards for wells and surface installations [so that the
wild and uncontroffed flow of gusher wells or blowouts can




October 15, 2015
Vol 40, No. 20

Missouri Register

Page 1445

be prevented]. Plugging of wells when they are abandoned is con-
sistent with a statewide effort to prevent contamination of waters of
the state [resources] and [would also bel additionally is impor-
tant fshould a given] in areas proven to be productive [as in sec-
ondary recovery activityl using enhanced recovery methods.

{1) During the drilling of any well, surface casing fwifif shall be set
fat the depth indicated on form OGC-3 or form OGC-3-/
which has been approved by the state geologist and will be
cemented from the setting depth to the surface. Before the
bottom plug is drilled or before tests are initiated, the sur-
face casing will stand cemented for the following periods of
time: neat cement, for twenty-four (24) hours; neat cement
with one percent (1%} CaCl,, for twelve (12} hours; neat
cement with two percent (2%) CaCl, for ten (10) hours;
neat cement with three percent (3%) CaCl, for eight (8}
hours; and neat cement with four percent (4%} CaCl, for
5ix (6) hours. If other additives are to be used in the cement,
the operator must contact the staff of the office of the state
geoclogist for setting times appropriate for that particular
cement.] as follows, except as otherwise required or approved by
the state geologist as indicated on the approved permit to drill,
deepen, plug-back, or recomplete:

{A) Through all unconsolidated material plus twenty feet (20')
into the underlying competent bedrock; or

(B) In areas where underground sources of drinking water are
present above the production or injection zone(s), at a poin¢ at
least fifty feet (50') below the base of the deepest known under-
ground source of drinking water penetrated,

(2) All casing materials shall be steel or other material of equal
or greater strength approved by the state geologist and able to
withstand collapse and burst pressures that the well might
encounter.

[(2)1{3) All wells drilled ffor oif, gas or infection] shall be com-
pleted with tubing, packer, and a string(s) of casing which shall be
properly cemented at sufficient depths to protect all water, oil, or gas
bearing strata and shall prevent their contents from passing into other
strata. fin the event wells are dritled with cable tools, termpo-
rary protective casing strings may be left uncemented, The
specific casing and cementing requirements for injection
wells shall be based on the depth to the base of the under-
ground source of drinking water, the nature of the injected
fluids and the hydraulic relationship between the injection
2zone and the base of the underground source of drinking
water. (3} In certain instances, 10 CSR 50-2.040(3) shall
modify 10 CSR 50-2.040(1} as follows: In] For wells drilled 10
producing fformations/ strata at a depth of no greater than feight]
one thousand five hundred feet (/800/1500'), fthe stste geolo-
gist may approve owner’s request fo] an operator may set 2
single casing string fand to cement the string by placing suffi-
cient cement to fill annular space no less than approximately
forty feet (40°} above the top of the producing horizon.] with
no tubing or packer, if the well is cemented from the bottorn of
the casing to the surface to seal off and protect any underground
source of drinking water. The state geologist may approve other
methods of cementing casing in a well,

(4) [During drilfing and following completion of wells, surface
well and producing installations shall conform to accepted
safety standards.] Cement shall be vsed in setting all casing or
sealing off producing strata, underground porosity gas storage
strata, or underground sources of drinking water. Cement shall
beinstalledﬁ-omthebottomtothetopofthecasinginone(l)
continuous operation using pressure grouting techniques. The
cement must be placed in a minimum one inck (I") annulus
between strings of casing or the casing and borehole. The cement

shall be maintained at surface level. Before the bottom plug is
drilled or before tests are initiated, the surface casing shall stand
cemented and further operations shail not begin until the cement
has been in place for at least eight (8) hours and has reached a
compressive strength of three hundred (300) pounds per square
inch. These requirements may be modified by the state geologist.

[(5) Whenever operstions shall cease for a period of ninety
(90) days on any well, the owner or operator of the well shall
give notice to the council and, if the council shall deem it
necessary to prevent the poflution of any fresh water strata
or supply, shall cause the well to be temporarily plugged in
accordance with the rules of the council and under its direc-
tion. If the operations on any well are not recommenced
within a period of six (6) months after notice has been
given, the well shall be deemed a permanently abandoned
well and the owner or operator shall comply with the rules
relating to the plugging and abandonment of wells. Provided,
that upon application to the council prior to the expiration of
the six (6)-month period and for good cause shown, the
council may extend the period for an additional six (6}
months and in like manner the councif may grant additional
six (6} month extensions, but the total time of such consec-
utive extensions shall not exceed two (2) years, unless a
mechanical integrity test is performed as outlined in 10 CSR
50-2.040(6} and the well capped at the surface, before the
end of the two (2})-year extension period., The council may
then permit the well to remain inactive status for a maximum
of five (5} years and if not returned to active status within
this time the well must be plugged.

(6] Al new or newly converted injection wells shall be
required to demonstrate mechanical integrity as defined by
10 CSR 50-1.030(1H0O) before operation may begin. All
wells not permanently plugged and abandoned must demon-
strate mechanical integrity at least every five (5) years for
the absence of significant feaks from the outermost casing
and the absence of significant fluid movement in vertical
channels adjacent to the well bore. Demonstration of the
absence of significant feaks shall utilize at least one (1) of
the following procedures: A pressure test with liquid or gas,
monitoring of annulus pressure in wells injecting at a positive
pressure following an initial pressure test or any other test(s)
that the state geologist considers effective. Demonstration
of the absence of significant fluid movement in vertical
channels sdjacent to the well bore shalf utilize at least two
{2} of the following procedures: Cementing records
{reviewed only once for the life of the well), tracer surveys,
naoise logs, temperature surveys or any other test(s) that the
state geologist considers effective.

{7) A maximum injection pressure for infection wells shall be
established by the state geologist so that the pressure in the
infection zone during injection does not initiate new fractures
or propagate existing fractures in the confining zone. The
injection pressure also should not cause the injected fluid to
migrate into an underground source of drinking water.

(8} All logs and other test data shall be sent to the state
geologist before operation may begin. The state geologist
shall inform the operator of a satisfactory or unsatisfactory
demonstration of mechanical integrity by maijl or telephone
without delay.

(8} In order to insure that all existing injection wells are prop-
erly tested for mechanical integrity as required by federal
reguiation, at least one-fifth (1/5) of each operator’s injec-
tion wells drilled in Missouri prior to the State Underground
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Injection Contro! Progrem must dernonstrate mechanical
integrity as defined in 10 CSR 50-2.040(6) each year for the
first five (5) years of the program. All injection wells, includ-
ing new wells and newly converted wells must demonstrate
mechanical integrity every five {5) years.

(10) If a well cannot demonstrate mechanical integrity the
operator must cease operation of the well and immediately
inform the state geologist. If corrective action cannot restore
mechanical integrity within thirty (30} days after notifica-
tion, the operator shall again notify the state geologist, who
may grant an additional thirty (30} days before ordering the
well to be plugged.

{11) The state geologist or an authorized representative shall
have the authority to sample injected fluids at any time dur-
ing injection operations.

{12} The operator is required to provide a one-fourth inch
(1/47) female fitting, with cut-off valve, to the tubing to all
waells drifled and completed as injection wells after the State
Underground Injection Control Program is promuigated, so
the injection pressure being used can be monitored by an
authorized representative(s) of the state geologist. For wells
that were injecting prior to promulgation of the State
Underground Injection Control Program, the female fitting
need not be added until the well is tested for mechanical
integrity.]

(5) Multiple-completed wells. Operators may produce from more
than one (1) pool through the same wellbore if separation of each
pool is maintained and after application to, and approval by, the
state geologist. Multiple-completed injection and production
wells may be permitted if, in addition to the requirements ahaove,
all of the following conditions are met:

(A) Any offsetting production will not be adversely affected;

(B) Underground sources of drinking water will not be endan-
gered;

(C) The well is continuously cemented across the injection and
producing intervals; and

(D) The well demonstrates mechanical integrity.

(6) The state geologist may require specific casing and cementing
requirements for injection wells based on the foltowing:

(A) The depth of the underground source(s) of drinking water;

(B) The nature of the injected fluids; or

(C) The hydraulic relationship between the injection zone and
the underground source{s) of drinking water.

(7) The following requirements shall apply to permitted injection
wells:

(A} Each operator shall equip the wellhead with a pressure
observation valve and maintain equipment necessary to obtain
injection pressure measurements upon inspection by an autho-
rized representative(s) of the state geologist. For injection wells
completed prior to March 30, 2016, the pressure observation
valve shall be added prior to testing for mechanical integrity, or
upon request of the state geologist;

(B) The following tubing and packer requirements shall apply
to permitted injection wells:

1. Each well permitted shall meet one (1) of the following
requirements:

A. The well shall be equipped to inject through tubing
below a packer;

B. A packer run on the tubing shall be set in casing oppo-
site a cemented interval at a point immediately above the upper-
most perforation or openhole interval. The annulus between the
tubing and the casing shall be filled with a corrosion-inhibiting

fluid or hydrocarbon liquid; and

C. A packerless or tubingless completion for injection
wells drilled to no greater than one thousand five hundred feet
(1500") is authorized under the provisions of paragraph (7)(B)2.
or 3. of this regulation;

2. Injection through tubing without a packer is authorized if
all of the following requirements are met:

A. The tubing shall be run to a depth not shailower than
forty fect (40") above the uppermost perforation or open hole of
the injection interval;

B. Each wellhead shall be equipped with a pressure obser-
vation valve on the tubing and the tubing-casing annulus; and

- C. The operator of the tubingless completion shall main-
tain the well so that the mechanical integrity tests can be per-
formed as specified in 10 CSR 50-2,055(12); and

3. Injection without tubing is authorized if all of the follow-
ing requirements are continuously met during the life of the well:

A. The casing shall be cemented continuously from setting
depth to surface;

B. Surface wellhead injection pressure shall be recorded
monthly and kept by the operator for five (5) years;

C. All pressure readings recorded shall be taken during
actual injection operations; and

D. The operator of the tubingless completion shall main-
tain the well so that the mechanical integrity tests can be per-
formed as specified in 10 CSR 50-2.055(12).

(8) In existing wells to be converted to other use, including but
not limited to injection, all additional casing or recompletion
shall be constructed as specified in sections (1) through (7).

{9) Documentation, Legible documentation of the cementing
operations across all strata shall be maintained by the operator
and provided to the state geologist upon request. The documen-
tation may consist of invoices, job logs, job descriptions, or other
similar service company reports.

(16) All points at which a well is in physical contact with a pool
shalt meet all minimum distance requirements as specified in 10
CSR 50. For horizontal wells, a directional survey must be sub-
mitted with a well completion or recompletion report to verify
points at which the well is in contact with the pool.

(11) Any well not constructed in compliance with requirements of
this regulation shall be shut in, according to 10 CSR 50-2.060
until compliance is achieved.

(12) All stratigraphic test wells that are not converted to another
type of well must be permanently plugged according to 10 CSR
50-2.060(3) within ninety (90) calendar days of the spud date. A
single thirty (30) calendar day extension period may be granted
upon written reguest to the state geologist. If conversion is to
take place, permit modification must be submitted to the state
geologist as detailed in 10 CSR 50-2.030(9) or 10 CSR 50-2.060(4)
prior to conversion. The well will then be subject to all comple-
tion and location requirements for the type of well to which it is
being converted.

(13) Permanent signage must be posted within ninety (90) calen-
dar days of spud date at each well site indicating the well name,
well number, and API number. Stratigraphic test wells and non-
commercial gas wells are exempt from signage posting.

AUTHORITY: sectionfs 259.060 and] 259.070, RSMo [2000]
RSMo Supp. 2013. Original rule filed Oct. 11, 1966, effective Oct.
21, 1966. For intervening hisiory, please consult the Code of State
Regulations. Amended: Filed Sept. 16, 2015.
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PUBLIC COST: This proposed amendment will not cost state agen-
cies or political subdivisions more than five hundred doflars ($500)
in the aggregate.

PRIVATE COST: This proposed amendment will cost private entities
twenty-two thousand three hundred sixty dollars ($22,360) initially
and mwo thousand four hundred twenty dollars ($2,420) per year in
the aggregate.

NOTICE OF PUBLIC HEARING AND NOTICE TO SUBMIT COM-
MENTS: Anyone may file a statement in support of or in opposition
to this proposed amendment with the Department of Netural
Resources’ Geological Survey Program attention to Summer Young at
PO Box 250, 1l Fairgrounds Rd., Rolla, MO 65402 or via email to
summer.young@dnr.mo.gov. To be considered, comments must be
received by November 18, 2015. A public hearing is scheduled for
10:00 a.m., November 16, 2013, at the Missouri Geological Survey,
Mozarkite Conference Room, 111 Fairgrounds Rd., Rolla, MO.
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L RULE NUMBER

FISCAL NOTE

PRIVATE COST

Rule Number and Name:

10 CSR 50 - 2,040, Oil and Gas Drilling and
Production - Drilling and Completion

Typc of Rulemaking: Amendment
Il SUMMARY OF FISCAL IMPACT
Estimate of the number of
entities by class which Classification by types of | Estimate in the aggregaie as to
would likely be affected the business entities which | the cost of complance with the
by the adoption of the wonld Likely be affected: rule by the affected entities:
proposed rule:
Qil or gas operatars who . .
drill, maintain, operate, or $22,360 10 add\:;iglz age 1o existing
20 contral wells associated &
with oil or gas production, ,
= r $2,420 per year ta add signage to
storage, or injection future wells
projects.
III. WORKSHEET

1. Anestimated 1,118 existing wells will require permanent identification signs as required in
proposed 10 CSR 50-2.040(13). Assumed cost is an average of $20 per sign. $20/sign x 1,118
signs = $22,360

2. Anaverage of 121 new wells drilled cach year will require permanent identification signs.
$20/sign x 121signs/year = $2,420/year
1IVv.  ASSUMPTIONS

1. Based on statistics from the past 5 years, we are assuming an average of 20 commercial oil and
gas opcrators per year.

2. Based on industry feedback, we are assuming an average of $20 per permanent identification
sign.

3. Bascd on statistics from the past 5 years, we are assuming an average of 121 new wells will
require permanent identification signs per year.

4. Non-commercial gas wells and stratigraphic test wells are exempt from the permanent
identification signage requirement.
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5. This cost assumes that an average of the past 5 years’ statistics is representative of the highly
volatile nature of oil and gas production and exploration activity in the state.
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Title 10—DEPARTMENT OF NATURAL RESOURCES
Division 50—0il and Gas Council
Chapter 2—O0il and Gas Drilling and Production

PROPOSED AMENDMENT

10 CSR 50-2.050 Samples, Logs, and Completion Reports. The
council is amending the purpose, sections (1)-(3), and deleting sec-
tion (4).

PURPOSE: This amendment changes the timeframes for sample
retention and report submittal to be based on the spud date rather
than the completion date, changes the sampling interval for cuttings
Jrom ten feet to five feet, changes the sampling responsibility to be
that of the operator rather than the owner, specifies identification
information necessary for each sample, and provides the ability to
request extensions.

PURPOSE: The objective of exploration is to locate reserves of oil
and gas. To [obtain] achieve this objective, the geologic history and
the relationships of petroleum generation, migration, and accumula-
tion must be understood. Analyses of well cuttings and cores provide
much information on the composition, age, and original environment
of deposition of the sediments and on fluid content and characteris-
tics. Logging tools lowered into boreholes [furnish] provide informa-
tion concerning the electrical, acoustical, and radioactive properties
af rock-fluid systems throughout drilled intervals. This rule provides
Jor filing of these data with the {Oif and Gas Council] state geolo-
gist for the fuzure use of industry and government scientists and is of
paramount importance in achieving new energy resources and for
protection of the environment.

(1) Each operator drilling or recompleting wells for the purpose
of the exploration or production of oil or gas, excluding seismic
shot holes, shall preserve and retain samples or drill cuttings,
cores, and all other information as required under sections (2)
and (3).

(2) Samples.

(A) The operator shall be given notice that samples or cores
are required by a notice appended to or on a copy of the permit
to drill, deepen, plug-back, or recomplete returned to the oper-
ator by the state geologist. All samples or drill cuttings saved in
drilling or recompletion operations, and any cores taken, shall be
retained by the operator for one hundred eighty (180) days after
the spud date of the well.

f{1JJ(B) Sample cuttings shall be taken at ften/ five foot (/70/5")
intervals from the surface to total depth in all wells drilled ffor oif
or gas, for geological infarmation, for the storage of dry nat-
ural gas, or casinghead gas and for the development of
reservoirs for the storage of liquid petroleum gas. Each sam-
ple shall be carefully identified as to well name and depth of
sample and alf samples shall be shipped at the owner’s
expense to the office of the state geologist. Samples shall
be remitted to the state geologist at weekly intervals and
shall be for histher study and use and shall be considered
confidential for a period of one (1) vear when so requested
by the owner in writing.] under these regulations.

{{2]}(C) Dunng the drilling, fof,7 or immediately following the
completicn, off,] any well drilled as provided in fsection 10 CSR
50-2.050(7) of] this rule, the fowner] operator shall advise the
state geologist of all intervals that are to be cored, or have been
cored, fand the cores as are taken shall be preserved,] and, if
requested, shall fbe/ forward/ed] the core to the state geologist at
the /Jowner’s/ operator’s expense. In the event that it is necessary
for the fowner] operator to utilize all or any portion of the core to
the extent that sufficiently large and representative samples are not
available for the state, the fowner/ operator shall [furnish] provide

the state geologist with the results of identification or testing proce-
dures. [The data shall be considered confidential for a period
of one (1) year when so requested by the owner in writing.]

(D) Each sample shall be identified as to well name, location,
and depth of sample. Upon request of the state geologist, all cores
or core longitudinal sections not required by the operator for well
evaluation purposes shall be placed in stratigraphic sequence in
adequate boxes, labeled with the well name, location, and
footage, and delivered to the state geologist. All samples shall be
shipped at the operator’s expense to the office of the state geolo-
gist and shall be for study and use.

(E) Delivery of the processed samples or cores shall be made
within one hundred twenty (120) days of the spud date or date of
commencement of recompletion of the well.

(F) If retention of the core is requested by the operator, desig-
nated state geologist staff members shall be provided unrestricted
access (o the core at the operator’s facility during the operator’s
normal business heurs. This access shall be subject to any confi-
dentiality requests made under 10 CSR 50-1.020.

(G) Operators in physical possession of cores requested by the
state geologist shall not dispose of the cores without permission
of the state geologist.

(H) If the state geologist requests samples from portions of the
hole that typically are not saved in drilling operations, the oper-
ator shall provide these samples.

(I) The state geologist may waive the requirements of sampling
if the state geologist determines additional geologic information
is not required. The state geologist will advise the operator on the
returned copy of the approved permit to drill, deepen, plug-back,
or recomplete when samples will not be required.

{3) Well completion or recompletion report.

f(3)(A) Within [thirty (30/]/ one hundred twenty (120) calen-
dar days fof] after the fcompletion] spud date or commencement
of recompletion of a well drilled ffor oil or gas, for geoclogic
information, for gas storage, for the development of reser-
voirs for storage of liquid petroleum gas or for any injection
purposes] under these regulations, the fowner will file with the
state geologist properly executed form OGC-5] operator shall
submit a well completion or recompletion report. fAs an integral
part of form OGC-5, the owner shall include complete logs
or records of the well, including drilling time logs, electric
logs, radioactive logs or other fogs that may have been
obtained during mechanical integrity testing. When more
than one (1) type has been made, all shall be required. The
data shall be filed with the state geologist for his/her study
and use and shall be considered confidential for a period of
one (1) year when so requested by the owner in writing.]
Stratigraphic test wells that have not been converted are exempt
from this requirement.

(B) For good cause shown, an extension of sixty (60) days may
be granted by the state geologist. The request for extension shall
be submitted in writing and received befere the expiration of the
one¢ hundred twenty- (120-) day period.

{C) If requested by the state geologist, the operator shall
include with the report complete logs or records of the well,
including, but not limited to, drilling time logs, electric logs,
radioactive logs or other logs that may have been obtained during
mechanical integrity testing,

{f4) The state geologist may waive the requirements of sam-
pling as set forth in section (1) of this rule when a well(s)
is/are drilled in an established field. The state geologist will
advise the owners on the returned copy of the drifling apphi-
cation when samples will not be required.]

AUTHORITY: section 259.070, RSMo [1986] Supp. 2013. Original
rule filed Oct. 1, 1966, effective Oct. 21, 1966. Amended: Filed
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Sept, 12, 1973, effective Sept. 22, 1973. Amended: Filed Oct. 14,
1981, effective Feb. 1, 1982. Amended: Filed Sept. 15, 2015.

PUBLIC COST: This proposed amendment will not cost state agen-
cies or political subdivisions more than five hundred dollars ($500)
in the aggregate.

PRIVATE COST: This proposed amendment will not cost private enti-
ties more than five hundred doliars ($500) in the aggregate.

NOTICE OF PUBLIC HEARING AND NOTICE TO SUBMIT COM-
MENTS: Anyone may file a statement in support of or in opposition
to this proposed amendment with the Department of Natural
Resources’ Geological Survey Program attention to Summer Young at
PO Box 250, Ii1 Fairgrounds Rd., Rolla, MO 65402 or via email to
summer.young@dnr.mo.gov. To be considered, comments must be
received by November 18, 2015. A public hearing is scheduled for
10:00 a.m., November 16, 2015, at the Missouri Geological Survey,
Mozarkite Conference Room, Il Fairgrounds Rd., Rolla, MO.

Title 10—DEPARTMENT OF NATURAL RESOURCES
Division 50—Oil and Gas Council
Chapter 2—O0il and Gas Drilling and Prodaction

PROPOSED RULE

10 CSR 50-2.055 Injection Wells, Mechanical Integrity Testing,
and Well Stimulation Treatment

PURPOSE: This rule provides for information needed for the permit-
ting of injection activities and establishes procedures to be followed by
the state geologist in issuing or denying permits. It giso establishes
procedures for determining injection pressures, demonstrating
mechanical integrity, and taking corrective action at deficient wells.
The rule further provides for notification of well stimulation trearment
projects and submirtal of documentation reiated 1o such treatment.

{1) Prior to commencement of injection operations, the following
conditions shall be met:

(A) Application for a permit to inject along with the fee required
pursuant to 10 CSR 50-1,050 has been submitted to the state geole-
gist on forms provided by the department;

(B) The required operator license, bond, and approved completion
or recompletion report are on file in the office of the state geologist;
and

(C) The state geologist has approved and issued a permit to inject
granting the application.

{2) Each mjection well found to be operating without a permit issued
by the state geologist shall be shut in, according to 10 CSR 50-2.060
until compliance is achieved.

3 Each application for permit to inject shail be submitted on a form
provided by the department, along with the fee required pursuant to
10 CSR 50-1.050, shall be completed in full, and be accompanied

(A) A map that shows the area of review for the proposed injection
well and all area of review wells of public record, within a one-half-
(%-) mile radius of the injection well, that penetrate the injection
interval. Descriptions of all wells that penetrate the injection interval
in the area of review shall be included on a form provided by the
department. Each well in the area of review shall be uniquely marked
or numbered;

(B) An electric log run to the surface or a log showing lithology
or porosity of geologic strata encountered in the injection well,
including an elevation reference. If such a log is unavailable, an elec-
tric log to surface or a log showing lithology or porosity of geologi-

cal strata encountered in wells located within a one- (i-) mile radius
of the subject well;

{C) A description of the fluid to be injected, the source of injected
fluid, and compatibility of injected fluid with that of the receiving
stratum, including total dissolved solid comparisons;

(D) An affidavit that notice has been provided in accordance with
10 CSR 50-2.055(4); and

(E) Informaticn showing that injection into the proposed injection
zone will be contained within the injection zone and will not initiate
fractures through the overlying or underlying strata that could enable
the fluid or formation fluid to enter underground sources of drinking
water. This information may include the name, description, and
depth of overlying and underlying confining strata for the injection
zone, Fracture gradients shall be computed and provided to the state
geologist by the applicant,

(4) Notice. The injection permit applicant shall provide notice utiliz-
ing the following procedure:

(A) The applicant shall notify each of the following parties whose
acreage lies partially or fully within a one-half- (1%-) mile radius of
the project boundaries, by mailing or delivering a copy of the appli-
cation and notice of intent on or before the date of publication
described in subsection (4)B):

1. Each operator or lessee of record;

2. Each owner of record of the mineral rights of unleased
acreage; and

3. Each landowner within the project boundaries;

(B) The applicant shall publish at least one (1) notice of intent to
operate an injection well in a newspaper of general circulation in the
county in which the proposed injection well(s) is located. The notice
shall include the following:

1. Name and address of applicant;

2. Location of well(s);

3. Geologic name of proposed injection strata and approximate
depth of injection zone;

4, Proposed maximum injection rate and pressure;

5. Description of the need for the injection well(s);

6. Approximate maximum number of injection wells that ulti-
mately will be utilized in the project; and

7. Address of the office of the state geologist, where comments
may be sent or additional information may be obtained;

{C) The applicant shall provide an affidavit of notice to include a
copy of the newspaper publication and a list of parties notified
acconding to subsection {(4)(A); and

(D) A fifteen (15) calendar day written comment period shall
begin on the date of publication. A record shall be kept by the state
geologist of all written comments received and the responses to these
comments. If within this comment period the state geologist deter-
mines that a significant degree of public interest is expressed, or
other factors indicate the need for a public hearing, the state geolo-
gist may order a hearing. Public notice of the hearing will be provid-
ed in a newspaper of general circulation in the county where the pro-
posed injection well is located with a hearing date set for no sooner
than thirty (30} calendar days after the date of notice. If no public
hearing is ordered, the state geologist will process the application
after the end of the fifteen (15) calendar day comment period and
upon receipt of an affidavit of newspaper publication.

{5) Modifications.

(A) Modifications to the type or construction of the injection well
including, but not limited to, an increase in injection rate or pressure
or an additiona) perforation or injection zone, neither of which is
expressly authorized by the existing permit, shall require an applica-
tion for a permit to inject to be filed along with the fee required pur-
suant to 10 CSR 50-1.050, except as specified in subsection (5)(B)
below,

{B) An operator shall not be required to file an application to mod-
ify any injection well permit but shall file with the state geclogist a
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notice of permit modification on a form provided by the department
when the operator seeks to add or delete additional sources of the
fluid disposed into the well but will not exceed the maximum autho-
rized injection rate and pressure.

(C) Each application for any medifications to the injection permit,
including increasing pressure or rate and changing or adding injec-
tion strata, shall require the notice specified in section (4) of this reg-
ulation.

(6) Upon application for a permit to inject, the state geologist shall
review the application and, within fifteen (15) business days, deter-
mine if the application is in proper form and if the requirements of
Chapter 259, RSMo, and implementing regulations are met. If the
application is incomplete or lacking required information, forms, or
fees, the state geologist shall notify the operator and suspend the
application process. When the required form, information, or fee is
submitted by the operator and received by the state geologist, the fif-
teen (15) business day permit period will begin anew. If the state
geologist has not received the missing or incomplete required appli-
cation information or fee within thirty (30) days after notification of
the operator, the application shall be considered null and void and the
operator must reapply by submitting a new application for a permit
to inject, along with the required fee.

(A) If the state geologist finds that the application is in good form,
that all requirements of the application have been met, and that
Chapter 259, RSMo, and implementing regulations are being met,
the state geologist shall issue the permit.

(B) If the state geologist determines either that the application is
not in proper form, that the operator failed to submit the applicable
fees, or that Chapter 259, RSMo, and implementing regulations are
not being met, the state geologist shall deny the permit,

(C) If the state geologist finds that injection at the proposed site
would be an undue risk to the surface or subsurface environment, the
state geologist shall deny the permit.

(D) If the state geologist determines that the operator is in viola-
tion of any provision of Chapter 259, RSMo, or implemeniting regu-
lations, the state geologist may deny the permit.

(7) The state geologist may grant emergency authority to inject or
dispose of fluids at an alternate location, if a facility is shut in for
maintenance, testing, repairs, or by order of the state geologist or the
council,

(8) A permit to inject shall not be transferred from one operator to
another operator without approval of the state geologist. The opera-
tor (transferor) may submit to the state geologist a request to transfer
any permit to inject to a new operator (transferce). The request shall
be submitted on a form provided by the department no less than thir-
ty (30) calendar days prior to the planned transfer. Any such request
may be denied if the state geologist determines that the operator has
not submitted all the required information. The transfer of a permit
to inject shall follow the transfer procedures prescribed in 10 CSR
50-2.010(6)(A) through (C).

(9) For all injection well applications that require wellhead pressure
to inject fluids, the operator shall inject the fluids through tubing
under a packer set immediately above the uppermost perforation or
openhole zone, except as specified in 10 CSR 50-2.040(7).

(10) Injection pressures. A maximurm injection pressure for injection
wells shall be established by the state geologist so that the pressure
in the injection zone during injection does not initiate new fractures
or propagate existing fractures in the confining strata. The injection
pressure also should not canse the injected fluid to migrate into an
underground source of drinking water.
(A) The injection pressure determinations should be based on one
(1) of the following methods:
1. For injection of liquids, the state geologist shall approve

injection pressures at 0.75 psig/foot based upon the depth to the mid-
point of the perforations in the injection zone; or

2. For injection of steam or other gases, the state geologist shail
approve injection pressures at 3.0 psig/foot based upon the depth to
the midpoint of the perforations in the injection zone; or

3. The operator may submit pump pressure data that details the
ability of the injection zone to tolerate the requested pressure; or

4. The operator may submit step-rate fest data that details the
ability of the injection zone to tolerate the requested pressure; or

5. The operator may submit historical injection pressures and/or
other data deemed appropriate by the state geologist to demonstrate
an appropriate injection pressure for approval by the state geologist.

(B) At least one (1) test must be performed within one thousand
three hundred twenty feet (1320°) of the proposed injection well, or
as otherwise deemed appropriate by the state geologist. The data
must be submitted in the format required by state geologist.

(C) Following approval by the state geologist of an initial maxi-
mum injection pressure, the well used to obtain the data in paragraph
(10)(A)3. or 4. above may be used as a reference well. Additional
injection wells within one thousand three hundred twenty feet
{1320") of the reference well may be approved at the same maximum
injection pressure.

(D) The established maximum injection pressure shall not be
exceeded. Exceedance of the maximum injection pressure may result
in additional compliance monitoring as required by the state geolo-
gist. Modifications to increase a2 maximum injection pressure for
injection wells shall be made according to section (5} above.

(11) Following receipt of an approved permit to inject, the operator
shall notify the state geologist regarding injection operations as fol-
lows:

(A) Immediately upon the commencement of injection operations,
the applicant shall notify the state geologist of the date of commence-
ment;, and

(B) After permanent discontinuance of injection operations, the
operator shall follow the provisions of 10 CSR 50-2.060 and shall
notify the state geologist, within ninety (90) calendar days, of the
date of the discontinuance and the reasons for discontinuance.

(12) Mechanical integrity. All new or newly converted injection
wells shall be required to demonstrate mechanical integrity and meet
the requirements of 10 CSR 50-2.090 and 10 CSR 50-2.100 before
operation may begin. All injection wells not permanently plugged
must demonstrate mechanical integrity at least once every five (5)
years.

(A) Demonstration of mechanical integrity shall utilize at least one
(1) of the following procedures:

1. Pressure test. The annulus above the packer, or the injection
casing in wells not equipped with a packer, shall be pressure tested.
The date for this test shalt be mutually agreed upon by the operator’s
representative and a representative of the state geologist, with a min-
imum of five (5) business days’ notice prior to the test. Test results
shall be verified by the operator’s representative. The test shall be
conducted in the following manner:

A. For newly completed or newly converted wells, the casing
may be tested before perforating. A fluid pressure of one hundred ten
percent (110%) of the approved pressure shall be applied, but shall
be no less than 300 psig. A well demonstrates mechanical integrity
if, when pressurized, it does not lose more than ten percent (10%)
of the tested pressure over a peried of thirty (30) minutes;

B. Wells constructed with tubing and a packer shall be pres-
sure tested with the packer in place. A fluid pressure of one undred
ten percent {110%) of the approved pressure shall be applied, but
shall be no less than three hundred (300) psig. A well demonstrates
mechanical integrity if, when pressurized, it does not lose more than
ten percent (10%) of the tested pressure over a period of thirty (30)
minutes;

C. For wells constructed with tubing and no packer, a retriev-
able plug ot packer shall be set immediately above the uppermost
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perforation or openhole zone. A fluid pressure of one hundred ten
percent {110%) of the approved pressure shall be applied, but shall
be no less than three hundred (300) psig. A well demonstrates
mechanical integrity if, when pressurized, it does not lose more than
ten percent (10%) of the tested pressure over a period of thirty (30)
minutes; and

D. For wells constructed with tubing and no packer, a method
of pressure testing known as fluid depression may be conducted with
prior approval and under guidelines established by the state geolo-
gist. The fluid in the well shall be depressed with gas pressure 1o a
point in the wellbore immediately above the perforations or openhole
interval. The minimum calculated pressure required to depress the
fluid in the wellbore shall be no less than fifty (50) psig. A well
demnonstrates mechanical integrity if, when pressurized, it does not
lose more than ten percent (10%) of the tested pressure over a period
of thirty (30) minutes;

2. Alternative tests. Alternative test methods approved by the
state geologist including, but not limited to, temperature surveys,
tracer surveys, or noise logs, may be used to demonstrate mechanical
integrity if conditions are appropriate. The date for this test shall be
muwzlly agreed upon by the operator's representative and a repre-
sentative of the state geologist, with notice provided a minimum of
five (5) business days prior to the test. Test results shall be verified
by the operator’s representative and shall be interpreted as specified
in state geologist-approved procedures;

(B} Monitoring. Following an initial test in accordance with sub-
section (12){A) above, once a month, the operator shall monitor and
record, during actual injection, the pressure or fluid level in the
annulus and any other information deemed necessary by the state
geologist. An anmual report of information logged shall be submitted
to the state geologist in accordance with 10 CSR 50-2,080.

(C) The operator shall notify the office of the state geologist at
least five (5) business days prior to commencing a mechanical
integrity test. Results of this test must be reported on the appropriate
form to the state geologist within thirty (30} calendar days of com-
pletion of the test. The state geologist shall inform the operator of a
satisfactory or unsatisfactory demonstration of mechanical integrity
within fifteen (15) business days.

(13) If a well cannot demonstrate mechanical integrity, or if other
conditions develop that threaten or could threaten the quality of sur-
face or groundwater, the operator shall cease operation of the well,
shall notify the state geologist within twenty-four (24) hours with
details as to the nature of the problem, and shall propose a corrective
action plan in writing within five (5) business days. The operator
shall have no more than sixty (60) calendar days from the date of ini-
tial failure in which to perform one (1) of the following:

(A) Repair and retest the well to demonstrate mechanical integrity;
or

(B) Plug the well.

(14) Following corrective action required by section (13), the state
geologist may require additional testing or monitoring. If the state
geologist has approved the use of any chemical sealant or other
mechanical device to isolate the leak before use, then the following
requirements apply:

(A) Injection pressure into the well shall not exceed the maximum
mechanical integrity test pressure; and

{(B) The well shall demonstrate mechanical integrity on an annual
basis for the duration the well is completed in this manner,

(15) The state geologist or an authorized representative shall have the
authority to sample injected fluids at any time during injection oper-
ations.

(16) ngl stimulation treatment projects. At least five (5) business
days prior to commencement of a well stimulation treatment project,
the operator is required to notify the state geologist in writing the

nature of the project. Within thirty (30) calendar days after comple-
tion of a well stimulation treatment project, the operator shall submit
copies of the well stimulation treatment tickets from the company
performing such treatment, including documentation of the materials
Injected.

(17) All injection wells in operation prior to March 30, 2016, shall
comply with these injection permitting requirements no later than
April 1, 2017, All wells permitted on or after March 30, 2016, shall
comply with requirements in this rule prior to permit issuance.

AUTHORITY: sections 259.060, 259.080, and 259.140, RSMo 2000,
and section 259.070, RSMo Supp. 2013. Original rule filed Sept. 15,
2015.

PUBLIC COST: This proposed rule will cost state agencies or polit-
ieal subdivisions twenty-six thousand three hundred ninety-seven dol-
lars ($26,397) per year in the aggregate.

PRIVATE COST: This proposed rule will not cost private entities
more than five hundred dollars (8$500) in the aggregate.

NOTICE OF PUBLIC HEARING AND NOTICE TQ SUBMIT COM-
MENTS: Anyone may file a statement in support of or in opposition
to this proposed rule with the Deparmment of Natural Resources’
Geological Survey Program afiention to Summer Young at PO Box
250, Il FRairgrounds Rd., Rolla, MO 65402 or via email to
summer.young@dnr.mo.gov. To be considered, comments must be
received by November 18, 2015. A public hearing is scheduled for
10:00 a.m., November 16, 2015, at the Missouri Geological Survey,
Mozarkite Conference Room, 111 Fairgrounds Rd., Rolia, MO.
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FISCAL NOTE
PUBLIC COST
L RLULE NUMBER
] 10 CSR 50-2.055 Injection Wells, Mechanical |

Rule Number and Name: Integrity Testing and Well Stimulation Treatment

Type of Rulemaking: New Rule

I1. SUMMARY OF FISCAL IMPACT

Affected Agency or Political Subdivision Estimated Cost of Compliance in the Appregate

$26,397 per year per applicable rule
Department of Natural Resources {one-seventh of $184,776 average annual cost for 2
FTE needed)
(1L WORKSHEET
B oo B 57 1
Expenditure Scenario F- 2 FTE © - (eff 1/2017) FY18Proj FYI9Proj FY20Proj FY21Proj
Salartes {PS)
1Geologist IHi, 15r Office Support Assistont & 42,162 § 86,854 5 89,459 § 592,143 S5 54,907

Fringe Benefits fsocial security, heafth ins.,

retirement, etc.) ~$ 20,196 § 41,603 § 42851 $ 44,137 5 45461
Operating E&E (travel, supplies, training, etc.) S 22,222 $ 12,257 $ 12,625 $ 13,003 S 13,394
Contractual Engineering $ - 8 - 5 - 5 - 5 -
*Statewide Central Services, DNR

Administration, OA ITSD, Leases/Rents $ 21,610 S 35952 5 37,031 S 38,142 5 39,286
Total $ 105,190 _\s 176,666 $181,966 $187,425 $193,048
Co . o R ST R AN e Bk e

s, . AN i BIE I

$184,776 : 7 — $26,297 per applicable rule
v. ASSUMPTIONS

1. Projection Assumptions:

expenditures will be determined by revenue receipts/fund balance

3% pay plan/inflation beginning FY 13
Average need calculated using 4 years since FY17 is only a partial year

FY 17 includes one-time E&E needs; reduced in FY18

Fringe benefits estimated using DNR rate of 47.9% (less than the statewide average rate)
*Indirect costs estimated using approved federal indirect cost rate of 25.55%

10 CSR 50-1.050, 10 CSR 50-2.010, 10 CSR 50-2.055, 10 CSR 50-2.080, 10 CSR 50-3.020, and

FY17 reflected as one-half year due to carlicst polential effective date of fees; actual timing of first

Additional staffing level needed 1o cover activities in new rules and amendments to 10 CSR 50-1.040,




October 15, 2015
Vol. 40, No. 20 Missouri Register Page 1455

10 CSR 50-5.010. Because implementation of this rule is dependent upon and in conjunction with the other
rules, the total FTE expenditure provided was divided evenly amonp the seven applicable rules.

3. Anticipate duties of the Geologist 111 include: assist with ofl and gas permitting; provide compliance
assistance; maintain and account for: mechanical integrity testing (MI'1), injection pressure determination
testing, and well stimulation treatment projects; oversee and review oil and gas production projects;
evaluate enhanced o0il recovery projects and technologies; determine appropriate injection pressures and
rates; oversee MITSs; conduct figld inspections; and ensure compliance with regulations.

4. Anticipate duties of the Senior Office Support Assistant include: input data; maintain and account for;
operator registration, well bond reporting, well status and shut-in wells, production, resource valuation,
recordkeeping, and general information requests; create and edit forms; provide administrative support;
generate letters (notifications/reminders); generate reports; and perform financial tracking.
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Title 10—DEPARTMENT OF NATURAL RESOURCES
Division 50—0il and Gas Council
Chapter 2—Qil and Gas Drilling and Production

PROPOSED AMENDMENT

10 CSR 50-2.060 Shut-in Wells, Plugging, and [Abandonment]
Conversion to Water Well. The council is amending the title, pur-
pose, deleting sections (1)-{10), and adding new sections (1)-(4).

PURPOSE: This amendment incorporaies requirements for shit-in
wells including timeframes for returning the well to operation, plug-
ging the well, or requesting an extension. This amendment also clar-
ifies requirements and procedures for plugging abandoned wells,
clarifies actions the state geologist may take 1o cause the plugging of
an abandoned well, specifies plugging requirements for horizontal
wells, stratigraphic test wells, and seismic shor holes, references
required fees to be submitted, and clarifies the procedures for con-
verting a well to a domestic water supply well.

PURPOSE: This rule provides for the protection of both surface
water and groundwater, Drilling muds, oil, and water recovered from
drilling or testing operations must be disposed of so that pollution of
surface soil, ponds, and streams is avoided. [Fresh] Underground
sources of drinking water strata are protected by casing set below
the deepest [zone] strata penetrated that might contain [fresh]
underground sources of drinking water. Dry holes must be plugged
fand abandoned] in a manner that subsurface sait water or miner-
alized water will be confined to the stratum in which it occurs.
Similarly, each oil or gas stratum penetrated by a well must be per-
manently sealed when abandoned to prevent contamination of
ffresh] underground sources of drinking waier [supplies] and also
to prevent damage by water of any oil or gas stratum capable of pro-
ducing in paying quantities. In certain logging procedures, a
radioactive source (in a probe or sonde) is lowered into the borehole
to provide certain subsurface data useful in exploration for oil and
gas. Should this radioactive source contained in a logging tool be
lost in the hole, certain procedures are prescribed to prevent the
accidental or intentional mechanical disintegration of the radivactive
source. Further, there are provisions for marking the well site perma-
nently as a warning that a radioactive source has been abandoned in
the well.

{{1) Before beginning abandonment work on any welf
whether it is a drilling well, or a well drilfed for oif or gas, for
geologic information, or for gas storage, or for any other pur-
pose, notice of intention to abandon the well shall be filed
with the state geologist on approved form OGC-6. The
notice shall include the details of the proposed abandonment
procedure and whether any logging tool containing a
radioactive source is being abandoned fsee section (8} of
this rule for radicactive source abandonment procedure}. If
necessary to avoid rig downtime, oral permission to abandon
dry holes may be obtained by informing the state geologist
of proposed abandonment procedures.

{2) In lieu of prior notice and approval by the state geologist
{form OGC-6} the operator may elect to plug the hole from
total depth to within plow depth of the surface with cement
slurry, being no less than sixteen {16) pounds per gallon den-
sity. In such event, form OGC-7 shall be forwerded to the
state geologist within forty-eight (48] hours after comple-
tion.

{3} Before any well is abandoned, it shall be plugged in a
manner which will confine permanently all oil, gas and water
in the separate strata originally containing them. The plug-
ging operation shall be accomplished by the proper use of

mud-laden Huid, cement and plugs, used singly or in combi-
nation as may be approved by the state geologist.

{4} Drill holes in formations which contain oif or gas or from
which oil or gas have been produced, or that have been used
for infection, shall be plugged by placing cement from the
base of the formation to a point no less than twenty-five feet
{25°'}) above the top of the formation.

(5) Appropriate means shall be taken to eliminate movement
of surface water into a plugged welf and to prevent pollution
of subsurface strata.

{6) Casing shall be cut off below plow depth except as may
be approved by the state geologist to allow for the conver-
sion of a well to a water supply well for use by a landowner.
A well conversion agreement (form OGC-8} is available for
use by the operator and land-owner in these instances.

(7} Within thirty (30) days after the completion of abandon-
ment, the prescribed plugging record, forrm OGC-7, shall be
executed and submitted to the state geologist.

(8) Before a radioactive source may be abandoned, the per-
son, firm or corporation proposing the abandonment shall
notify the state geologist. Wells in which radioactive sources
are being abandoned should be mechanically equipped so as
to prevent the accidental or intentional mechanical disinte-
gration of the radioactive source.

{A) Sources being abandoned in a well should be covered
with no less than a fifty feet {50' standard-color-dyed
cement plug on top of which a whipstock should be set. The
dye is to alert the re-entry operator prior to encountering the
source.

(B} In wells where a logging source has been cemented in
place behind a casing string and above total depth, upon
abandonment a standard-color-dyed cement plug should be
placed opposite the abandoned source and to extend fifty
feet {50') above and fifty feet (50°) below with a whipstock
placed on top of the plug.

{C) In the event the operator finds that after expending a
reasonable effort, because of hole conditions, it is hot pos-
sible to abandon the source as prescribed in subsections
(8){A) or (B) of this rule, s/he shall seek the state geologist’'s
approval to cease efforts in this direction and obtain approval
for an alternate abandonment procedure.

{9) Upon permanent abandonment of any well in which a
radioactive source is left in the hole, and after removal of the
welthead, a permanent plaque is to be attached to the top of
the casing left in the hole in a manner that re-entry cannot
be accomplished without disturbing the plaque. This plague
would serve as a visual warning Yo any person re-entering
the hole that a radioactive source has been abandoned in
place in the well. The plaque should contain the trefoil radi-
ation symbol with a radioactive warning and should be con-
structed of a long-lasting material such as monel, stainless
steel or brass.

{10} Monies deposited in the Oif and Gas Remedial Fund may
be used by the council to plug those oil, gas and injection
wells that have been abandoned and have not been plugged
according to the council’s rules, subject to the following
guidelines:

{A) Wells covered by a forfeited bond shall receive first pri-
ority; and

(B} Other wells shall receive secondary priority on the basis
of their potential for groundwater contamination or other
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damage in the order recommended to the council by the
state geologist.]

(1) Shut-in wells.

{A) Shut-in statas. A well shall be considered shut in whenever
it has not been operated for ninety (90) calendar days or more.
The shut-in status shall not exceed ninety (90) calendar days.
Prior to the expiration of the ninety (90) calendar days shut-in
status, the operator of that well shall perform one (1) of the fol-
lowing:

1. Return the well to operation and notify the state geologist
on the menthly well status report per 10 CSR 50-2.080(2); or

2. Plug the well; or

3. Petition the state geologist for an extension and propose
an end date for the shut-in status.

(B) Approval of shut-in status extensions.

1. No well shall have its shut-in status extended as described
in subsection (1)(A) unless first approved by the state geologist.
Extension to the shut-in status shall not exceed one (1) year. If the
operation of any shui-in well is not resumed within one (1) year
after the extension has been approved, the well shall be deemed
an abandoned well, and the operator shall plug the well per these
rules. Upon application to the state geologist before the expira-
tion of the one (1} year period, and for good cause shown, the
period may be extended by the state geologist for one (1) year
upon compliance with the provisions of paragraph (1)(B)2. of this
section. Additional one- (1-) year extensions may be granted by
the state geologist. The total time of such consecutive extensions
shall not exceed ten (10) years.

2. Any well in continnous shut-in status must demonstrate
mechanical integrity at least once every five (5) years pursuant to
procedures in 10 CSR 50-2.055.

(C) Right of denial. Any shut-in well shall be subject to inspec-
tion by the state geologist to determine whether its shut-in status
could cause contamination of underground sources of drinking
water. If necessary, extensions of shut-in status for a well may be
denied by the state geologist, and the well may be required to be
plugged, repaired, or demonstrate mechanical integrity accord-
ing to the direction of the state geologist and in accordance with
these regulations.

(D) Plugging of shut-in wells. If the well is not returned to service
or properly plugged pursuant to these rules before the end of the
shut-in status, the well will be considered abandoned and shall be
plugged within thirty (30) calendar days. After the thirty- (30-) day
period, if the well has not been plugged pursuant to these rules,
the bond in place for the well shall be forfeited and deposited into
the Oil and Gas Remedial Fund according to 10 CSR 50-2.020(6)
and utilized according to 10 CSR 50-2.060(3)(F).

(2) Shut-off test. Whenever it appears to the state geologist that
any water from any well is migrating or infiltrating into oil-bearing
or gas-bearing strata or that any detrimental substances are infil-
trating any underground sources of drinking water, the state geol-
ogist may require a shut-off test, to be conducted at the expense of
the operator of that well. The time and procedure for the taking
of the test shall be fixed by the state geologist. Reasonable notice
of the test shall be given to the owner or operater. The owner or
operator of any abandoned oil or gas well from which water is
migrating or infiltrating into any cil-bearing or gas-bearing strata,
or from which any detrimental substances are infiltrating any
underground sources of drinking water, shall immediately plug or
repair the well in accordance with section (3) below and shall pre-
vent the infiltration of oil, gas, produced water, or other detrimen-
tal substances into underground sources of drinking water strata.

(3) Plugging Requirements.
(A) Abandoned Wells.
I. An abandoned well shall be plugged or addressed as

directed by the state geologist as provided in these rules.
Plugging an abandoned well shall include the removal of any rig,
derrick, or other operating structure, and all abutments and
appurtenances used in the operation of such well, from the land
upon which the well was operated, and shall include grading the
surface of the soil in such manner as to leave the land, as nearly
as practicable, in the same condition after the removal of such
structures, equipment, and appurtenances as it was before such
structures and abutments were placed thereon, unless the owner
of the land and the plugging party have entered into an agree-
ment providing otherwise.

2. When the state geologist investigates and determines that
a well has been abandoned, as provided in these rules, the state
geologist may issue an order directing the operator, owner, or any
person who without authorization tampers with or removes sur-
face equipment or downhole equipment from the abandoned well
to plug the well as directed by the state geologist. If the person to
whom the order is issued fails to comply with any such order that
has become final under 10 CSR 50-1.040, the person to whom the
order is issued shall be deemed to have abandoned any and all
property interests in the well and any rig, derrick, or other oper-
ating structure, and all abutments and appurtenances.

3. In addition to any other remedy provided in Chapter 259,
RSMo, or implementing regulations, if the state geologist deter-
mines that a well has been abandoned, the department or the
council may request that the attorney general institute a civil pro-
ceeding to request appropriate injunctive relief, civil penalties, or
other appropriate remedy, as provided in sections 259.200 and
259.210, RSMo.

4. If the state geologist determines that a welt has been aban-
doned, the department in accordance with section 259.070.5(7),
RSMo, may plug such well, or cause it to be plugged as to pre-
vent contamination or danger of contamination of any waters of
the state or loss of underground sources of drinking water, and
may remediate contamination from the well. Plugging or remedi-
ation may include the coflection, removal, salvage, and disposi-
tion of abandoned operating structures or other equipment. The
cost of the plugging or remediation shall be paid by the Oil and
Gas Remedial Fund, as provided in section 259,190, RSMo.

(B) Notice,

1. Before plugging any well the operator shall file with the
state geologist a notice of intent to plug on a form provided by the
department. The notice shall include the details of the proposed
plugging procedure and description of any logging tool contain-
ing a radioactive source being abandoned (see subsection (E) of
this section for radioactive source abandonment procedure). The
proposed plugging procedure shall be approved by the state geol-
ogist prior to commencement of plugging activities.

2. The operator shall notify the state geologist no later than
five (5) business days before the plugging.

3. Exceptions.

A. If necessary to avoid rig downtime, oral permission to
plug dry holes may be obtained by informing the state geologist
of proposed plugging procedures, in which case a notice of intent
to plug form must be submitted withir three (3) business days of
plugging.

B. In lieu of prior notice and approval by the state geolo-
gist as detailed in paragraph (3}(B)1. of this rule, the operator
may elect to plug a well from total depth to the surface with
cement shurry, being no less than fifteen (15) pounds per gallon
density.

C. If an emergency situation exists, the operator shall
orally notify and present the plugging proposal to the state geol-
ogist for approval.

(C) Plugging methods.

1. Before any well is considered plugged, all oil, gas, and
water shall be permanently confined in the separate strata origi-
nally containing them.
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2. Wells shall be plugged by emplacing cement from twenty-
five feet (25') below the bottom of the stratum to a point no less
than twenty-five feet (25') above the top of the stratum that con-
tains oil or gas, or from which oil or gas has been produced, or
that has been used for injection.

3. Casing in plugged wells, including horizontal wells, shall
be cut off at least three feet (3') below ground surface at the well-
head.

4, Horizontal wells. Each horizontal well shall be filled with
a cement plug from total depth of the deepest producing horizon
to the surface.

5. Stratigraphic test wells. Each stratigraphic test well shall
be filled with a cement plug from total depih to within three feet
(3") of the surface. All stratigraphic test wells shall be plugged
after being used as soon as is reasonably practicable. However,
such wells shall not remain unplugged for a period of more than
thirty (30) calendar days after the drilling of the well.

6. Seismic shot holes. All seismic shot holes shall be plugged
upon completion of the shooting. Such holes shall net remain
unplugged for a period of more than thirty (30) calendar days
afier the drilling of the hole.

7. If cireunlation is lost in the drilling of any hole and circu-
lation cannot be regained, a cement plug shall be placed above
the zone of lost circulation to the surface,

8. Alternative plugging methods may be authorized by the
state geologist when geologic conditions or conditions in the cas-
ing or wellbore warrant.

(D} Reporting. The operator shall submit a plugging record
along with the fee required pursuant to 10 CSR 50-1.050 to the
state geologist within thirty (30} calendar days after completion
of plugging activities. The report shall be made on the form pro-
vided by the department and shall be completed in full.

{E) Radioactive source.

1. If a radioactive source has been lost and cannot be
retrieved from a hole, the person, firm, or corporation proposing
the abandonment shall notify the state geologist. Wells in which
radioactive sources are being abandoned shall be mechanically
equipped so as to prevent the accidental or intentional mechani-
cal disintegration of the radicactive source.

A. Sources being abandoned in a well shall be covered
with no less than a fifty feet (50') standard-red-dyed cement plug
on top of which a whipstock shall be set. The dye is to alert the
re-entry operator prior to encountering the source.

B. In wells where a radioactive logging source has been
cemented in place behind a casing string and above total depth,
upon abandonment a standard-red-dyed cement plug should be
placed opposite the abandoned source and extend fifty feet (50")
above and fifty feet (50') below with a whipstock placed on top
of the plug.

C. If the operator finds after expending a reasonable
effort it is not possible to abandon the source as prescribed in
subparagraph (3{E)1.A. or B. of this rule, the operator shall
seek the state geologist’s approval to cease efforts in this direction
and obtain approval for an alternate abandonment procedure.

2. Upon permanent plugging of any well in which a radioac-
tive source is abandoned, and after removal of the wellhead, a
permanent plaque is to be attached to the top of the casing left
in the hole in a manner that re-entry cannot be accomplished
without disturbing the plaque. This plaque would serve as a visu-
al warning to any person re-entering the hole that a radioactive
source has been abandoned in place in the well. The plaque
should contain the trefoil radiation symbol with a radioactive
warning and should be constructed of a long-lasting material
such as monel, stainless steel, or brass.

(F) Monies deposited in the Oil and Gas Remedial Fund may
be used by the department to plug those oil, gas, and injection
wells that have been abandoned and have not been plugged
according to these rules, subject to the following guidelines:
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1. Wells covered by a forfeited bond shall receive first prior-
ity; and

2, Other wells shall receive secondary priority on the basis
of their potential for groundwater contamination or other dam-
age in the order recommended by the state geologist.

{4) Conversion to domestic water supply well, A well conversion
agreement form must be submitted for conversion of a well under
these regulations to a domestic water supply well and must be
submitted within thirty (30) calendar days after conversion of the
well. The well must have been reconstructed, or, for a strati-
graphic test well, must have been constructed, as a water well by
a Missouri permitted water well installation contractor and must
meet minimum water well construction standards as set forth in
the Water Well Drillers’ Act, Chapter 256, RSMa, and the imple-
menting Missouri Well Construction rules 10 CSR 23. A well reg-
istration or certification, as appropriate, per those rules shall be
approved before the state geologist will approve the conversion
agreement and release the applicable bond.

AUTHORITY: section [258.060.] 259,190, RSMo [1386] 2000,
and section 259.070, RSMo Supp. 2013. Original rule filed Oct. 11,
1966, effective Oct. 21, 1966. For intervening history, please consult
the Code of State Regulations. Amended: Filed Sept. 15, 2015,

PUBLIC COST: This proposed amendment will not cost state agen-
cies or political subdivisions more than five hundred dollars ($500)
in the aggregate.

PRIVATE COST: This proposed amendment will not cost private enti-
ties more than five hundred dollars (3500) in the aggregate.

NOTICE OF PUBLIC HEARING AND NOTICE TO SUBMIT COM-
MENTS: Anyone may file a statement in support of or in opposition
to this proposed amendment with the Department of Natural
Resources’ Geological Survey Program attention to Summer Young at
PO Box 250, 1l Fairgrounds Rd., Rolla, MO 65402 or via email to
summer.young@dnr.mo.gov. To be considered, comments must be
received by November 18, 2015. A public hearing is scheduled for
10:00 a.m., November 16, 2015, at the Missouri Geological Survey,
Mozarkite Conference Room, 111 Fairgrounds Rd., Rolla, MO.

Title 10—DEPARTMENT OF NATURAL RESQURCES
Division 50—0il and Gas Council
Chapter 2—0il and Gas Drilling and Production

PROPOSED RULE
10 CSR 50-2.065 Operations

PURPOSE: This rule provides for procedures or requirements for
activities as part of oil and gas production operations. General oper-
ations include hydrocarbon storage, metering of produced gas, and
spill response.

(1) Tank identification. All cil tanks, tank batteries, tanks used for
produced water collection or disposal, and tanks used for oil-sedi-
ment treattoent or storage shall be identified by a sign posted on, or
not more than fifty feet (50') from, the tank or tank battery. The sign
shall be of durable construction and shall be large enough to be leg-
ible under normal conditions at a distance of fifty feet (50'). The sign
shall identify—

(A) Name, license number, and contact information of the opera-
tor;

(B) Name of the lease or unit being served by the tank;

{C) Location of the tank, including section, township, range, and
county; and
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{D) Contents of the tank.

(2) Gas to be metered. All gas, when produced or sold, shall be
metered with a meter of sufficient capacity. Meters shall not be
required for gas produced and used on site for development purpos-
es, production unit operations, primary dwellings, or non-commer-
cial gas wells.

(A) Each party who owns, maintains, or operates the metering
device used to record gas sales from each well or production unit in
a gas field shall, at 2 minimum, test and calibrate the metering device
on an annual basis and retain the record of the testing and calibration
for at least two (2) years. Each party shall also retain, for at least two
(2) years, the original field record consisting of meter charts, elec-
tronic records, records of gas purchases, or other approved method.
All information retained shall be made available to the state geologist
upon request.

(B) By-passes shall not be connected around meters in a manner
that will permit the improper taking of gas.

(3) Spill Notification. Each operator, immediately upon discovery or
knowledge of any spill or release, shall take immediate action in
accordance with the Spill Bill, section 260.500 o 260.550, RSMo,
and the implementing regulations in 10 CSR 24. This does not alter
responsible parties” obligations under any other applicable law.

AUTHORITY: section 259.060, RSMo 2000, and section 259.070,
RSMo Supp. 2013. Original rule filed Sept. 15, 2015.

PUBLIC COST: This proposed rule will not cost state agencies or
political subdivisions more than five hundred dollars (3500} in the
aggregate.

PRIVATE COST: This proposed rule will cost private entities approx-
imately six thousand dollars (36,000} per year in the aggregate.

NOTICE OF PUBLIC HEARING AND NOTICE TO SUBMIT COM-
MENTS: Anyone may file a statement in support of or in opposition
to this proposed rule with the Department of Natural Resources’
Geological Survey Program atiention to Swummer Young at PO Box
250, NI Fairgrounds Rd., Rolla, MO 65402 or via email to
summer.young@dnr.mo.gov. To be considered, comments must be
received by November 18, 2015. A public hearing is scheduled for
10:00 a.m., November 16, 2015, at the Missouri Geological Survey,
Mozarkite Conference Room, 111 Fairgrounds Rd., Rolla, MO.
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FISCAL NOTE

PRIVATE COST

L RULE NUMBER

Rule Namber and Name: 10 CSR_SO - 2.085, _Oi! and Gas Drilling and
Production - Operations
Type of Rulemaking: New Rule

IL SUMMARY OF FISCAL IMPACT

Estimate of the number of _
entities by class which Classification by types of | Estimate in the aggregate as to
would likely be affected the business entities which | the cost of compliance with the
by the adoption of the would likely be affected: rule by the affected entities:
proposed rile:
%0 to add mctering equipment to
existing gas wells
QOil or gas operators who &
drill, maintain, operate, or less than $6,000 per year to add
20 control wells associated metering equipment to future
with oil or gas production, wells; however, it is generally
storage, or injection industry standard practice to add
projects. this metering equipment to gas
wells, even without the regulatory
requirement

II. WORKSHEET

1. All existing active commercial gas wells alrcady have metering cquipment attached, as required
in proposed 10 CSR 50-2.065(2), even though current regulations do not require them.

2. Anaverage of less than 1 well drilled each year will require a pas flow meter. Assumed cost per
gas flow meter is an average of $6,000, $6,000/flowmeter x <1 flowmeter/year = <$6,000

V. ASSUMPTIONS

1. Based on statistics from the past 5 years, we are assuming an average of 20 commercial gas
operators per vear.

2. Based on industry feedback, we are assuming an average of $6,000 per well gas flow meter.

3. Based on statistics from the past 5 years, we are assuming and average of less than | new well per
year wil] require a gas flow meter.
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4. Gas flow meters shall not be required for gas produced and used on site for development
purposes, production unit operations, primary dwellings or non-commerciat gas wells.

5. This cost assumes that an average of the past S years” statistics is representative of the highly
volatile nature of ofl and gas production and exploration activity in the state.
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Title 10—DEPARTMENT OF NATURAL RESOURCES
Division 50—Qil and Gas Council
Chapter 2—O0il and Gas Drilling and Production

PROPOSED RESCISSION

10 CSR 50-2.070 Well Spacing. This rule provided requirements
for, and limitations on, the spacing of wells and for certain excep-
tions and exemptions thereto.

PURPOSE: This rule is being rescinded as the substantive require-
ments for well spacing are being consolidated into 10 CSR 50-3 for
ease of use and compliance.

AUTHORITY: sections 259.060, 259.070 and 259.100, RSMo 1986.
Original rule filed Oct. 11, 1966, effective Oct. 21, 1966. For inter-
vening history, please consult the Code of State Regulations.
Rescinded: Filed Sept. 15, 2015.

PUBLIC COST: This proposed rescission will not cost state agencies
or political subdivisions more than five hundred dollars (3500} in the
aggregate.

PRIVATE COST: This proposed rescission will not cost private enti-
ties more than five hundred dollars ($500) in the aggregate.

NOTICE OF PUBLIC HEARING AND NOTICE TO SUBMIT COM-
MENTS: Anyone may file a statement in support of or in opposition
to this proposed rescission with the Department of Natural
Resources’ Geological Survey Program attention to Summer Young at
PO Box 250, 111 Fairgrounds Rd., Rolla, MO 65402 or via email to
summer.young@dnr.mo.gov. To be considered, comments must be
received by November 18, 2015. A public hearing is scheduled for
10:00 a.m., November 16, 2015, at the Missouri Geological Survey,
Mozarkite Conference Room, 111 Fairgrounds Rd., Rolla, MO.

Title 10—DEPARTMENT OF NATURAL RESOURCES
Division 50—0il and Gas Council
Chapter 2—0il and Gas Drilling and Production

PROPOSED AMENDMENT

10 CSR 50-2.080 [Monthly Reports] Record Retention and
Reporting. The council is amending the title, purpose, sections (1)-
(2) and (7), deleting sections (3)-(6), and adding new section {3).

PURPOSE: This amendment adds a requirement for operators to
retain fluid injection records for five (5} years, changes the monthly
report submittal timeframes to allow additional time for submittal,
requires monthly volume reporis for metered gas, and adds reporting
requirements for operators to annually submit a well inventory and
an accounting of bonding for all open wells.

PURPOSE: A history of the production of an oil or gas well is impor-
tant in the evaluarion of a particular welll, leasel or pool. Reservoir
characteristics, fluid behavior, and production can be used for stud-
ies and estimates of production on future pools. Use of production
data and reservoir analyses included on monthly reports can be cor-
related with recovery technigues to promote conservation and to pre-
vent waste in the oil industry. This rule provides for the filing of
monthly status, production, and water disposal reports, with certgin
waivers,

(1) Record Retention. Each operator of an injection well shall
keep current, accurate records of the amount and kind of fluid
injected into the injection well and shall preserve these records
for five (5) years.

{2) Monthly Reporting.

f{1JHA) [Monthly wiWell status fand production] of each
open well in a unit shall be reported by each operator monthly
on a form provided by the department. The repori/, approved
form OGC-9,] shall be prepared in full and submitied to the state
geologist no later than /thirty (30J] forty-five (45) calendar days
after the end of each calendar month. [The status of each well on
a lease is requested on a monthly basis. Production data may
be presented by each lease unless requested otherwise by
the council.]

(B) Well production shall be reported by the first purchaser of
the oil or gas monthly on a form provided by the department.
The report shall be prepared in full and submitted to the state
geologist no later than forty-five (45) calendar days after the end
of each calendar month. Production may be presented for each
unit unless requested otherwise by the state geologist or the coun-
cil.

[(2)I(C) {Monthly report of infected fluids, approved form
QGC-10,] Disposal of produced water shall be reported monthly
on a form provided by the department. The report shall be pre-
pared in full and submitted to the state geologist no later than fthirty
30)] forty-five (45) calendar days after the end of each calendar
month. The report must include the amount, type, and method of
disposal of all fluids produced from oil wells, gas wells, or
fenhanced recovery operations must be clearly stated. Water
produced from underground gas storage reservoirs that is
disposed of by injection is included] underground gas storage
reservoirs.

[{3] In the event monthly data requested by form OGC-3 are
available on another format as a result of machine printout,
the form may be accepted in lieu of form OGC-9, provided a
written request, accompanied by a sample printout, has
been submitted to the state geologist for his/her approval.]

(D} Each party who owns, maintains, or operates the metering
device used to record gas produced from each unit or well in any
gas field shall file a monthly volume report showing the amount
of gas actually metered on each unit, and may be directed by the
state geologist to file a volume report showing the amount of gas
actually metered for each well for a specified time period. The
monthly volume report shall be prepared in full and submitted to
the state geologist no later than forty-five (45) calendar days after
the end of each calendar month.

[{4)(E) The required /M/monthly gas well status and production
reports may be waived by the state geologist upon application [in the
event that gas] by the operator of the well when production /by
an owner] from the welk is for fhis/her] the owner’s sole and [pri-
vate] non-commercial use,

[(8) If mechanical failure of an infection well should occur or
if other conditions should develop that threaten or could
threaten to contaminate an aquifer, the operator or an autho-
rized representative shall notify the state geologist as soon
as possible by telephone and letter. The letter shalf be com-
plete and accurate and shall contain the operator’s estimate
of the nature of the problemf(s).

{6} The operator shall be required to monitor the injection
pressure and injection rate on each injection welf at least on
a monthly basis, with the results reported annually on form
OGC-12, to the state geologist. |

(3) Annual reporting.

(A) Each operator of an injection well shall submit an annual
injection well monitoring report on a form provided by the
department. The report for the previous calendar year shall be
submitted to the state geologist on or before March 1 of the fol-
lowing year.
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(B) Each operator shall submit annually a complete inventory
report of all open wells as of December 31. The report shall be
submitted to the state geologist on or before January 31.

(C) Each operator shall submit an annual bonding report, on
a form provided by the department, providing documentation of
sufficient bonding for all open wells, as required by Chapter 259,
RSMo, and implementing regulations. The report shall be sub-
mitted to the state geologist on or before January 31 of each year
and shall inclode a signed and notarized statement from any
applicable surety or issuer of a letter of credit or certificate of
deposit documenting that the referenced bonds are valid and in
full force.

{(7)i4)y All [monitoring] monthly and annual reports will be on
file at the office of the state geologist and will be retained and avail-
able for at least five (5) years.

AUTHORITY: sectionfs 259.060 and] 259.070, RSMo [1986]
Supp, 2013. Original rule filed Oct. 1I, 1966, effective Oct. 21,
1966. For intervening history, please consult the Code of State
Regulations. Amended: Filed Sept, 15, 2015.

PUBLIC COST: This proposed amendment will cost state agencies or
political subdivisions twenty-six thousand three hundred ninety-seven
dollars ($26,397) per year in the aggregate.

FPRIVATE COST: This proposed amendment will not cost private enti-
ties more than five hundred dollars ($500) in the aggregate.

NOTICE OF PUBLIC HEARING AND NOTICE TO SUBMIT COM-
MENTS: Anyone may file a statement in support of or in opposition
o this proposed amendment with the Department of Natural
Resources’ Geological Survey Program attention to Summer Young at
PO Box 250, 111 Fairgrounds Rd., Rolla, MO 65402 or via email 0
summer.young@dnr.mo.gov. To be considered, comments must be
received by November 18, 2015. A public hearing is scheduled for
10:00 a.m., November 16, 2015, at the Missouri Geological Survey,
Mozarkite Conference Room, 1l Fairgrounds Rd., Rolla, MO.
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FISCAL NOTE
PUBLIC COST
I RULE NUMBER
Rule Number and Name: 10 CSR 50-2.080 Monthly Reports
Type of Rulemaking: Amendment

IL. SUMMARY OF FISCAL IMPACT

Affected Agency or Political Subdivision " | Estimated Cost of Compliance in the Apgregate
$26,397 per year per applicable rule
Dey t of Nagural Resouroes (one-seventh of $184,776 average annual cost for 2
l FTE needed)
IIL, WORKSHEET
o T ". . L ._-:Z—.—: ‘ ‘ FYI?me
Expenditure Scenario F-2°FTE: =~ (eff 1/2017) Fri8Proj FY19Prof FY20Proj FY21FProj

Salaries (PS)
1Geologist Iti, 1Sr Office Support Assistant  $ 42,162 5 86,854 -5 89459 $§ 92,143 § 94,207
Fringe Benefits {social security, bealth ins.,

retirement, etc.) ‘ $ 20195 § 41,603 5 42851 $ 44,137 $ 45461
Operating E&E (travel, supplies, troining, etc.) 5 22,222 $ 12257 $ 12625 S 13,003 5 13,324
Contractual Engineering $ - 5 - & - 5 - 5 -
*Statewide Central Services, DNR

Administration, OA ITSD, Leases/Rents § 21,610 % 35952 S 37031 6 38,142 S 39,286
Total $ 106190 $176,666 $181,066 $187,425 $193,048

SN Average Need (FYIBEVZY. S180075"
$184,776 + 7 = $26,397 per applicable rule
. ASSUMPTI]IONS

1. Projection Assumptions:
- FY17 reflected as one-half year duc to carliest potential effective date of fees; actual timing of first
expenditures will be determined by revenue receipts/fund balance
- FY17 includes one-time E&E needs; reduced in FY 18
~ 3% pay plan/inflation beginning FY18
- Average need calculated using 4 ycars since FY 17 is only a partial year
—  Fringe benefits estimated using DNR rate of 47.9% (less than the statewide average rate)
—  *Indirect costs cstimated using approved federal indirect cost rate of 25.55%

2. Additional staffing level needed to caver activities in new rules and amendments to 10 CSR 50-1.040,
10 CSR 50-1.050, 10 CSR 50-2.010, 10 CSR 50-2.055, 10 CSR 50-2.080, 10 CSR 50-3.020, and
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10 CSR 50-5.010. 3ecause implementation of this rule is dependent upon and in conjunction with the other
rules, the total FTE expenditure pravided was divided evenly among the seven applicable rules,

3. Anticipate duties of the Geologist 11 include: assist with oil ard gas permitting; provide compliance
assistance; maintain and account for: mechanical integrity testing (M1T), injection pressure determination
testing, and well stimulation trcatment projects; vversee and review oil and gas production projects;
evaluate enhanced oil recovery projects and technelogies; determine appropriate injection pressures and
rates; oversee MITs; conduct field inspections; and ensure compliance with regulations.

4. Anticipate duties of the Senior Office Support Assistant include: input data; maintain and account for:
operator registration, well bond reporting, well status and shut-in wells, production, resource valuation,
recordkeeping, and general information requests; create and edit forms; provide administrative support;
generate Jetters (notifications/reminders); penerate reports; and perform financial tracking.
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Title 10—DEPARTMENT OF NATURAL RESOURCES
Division 50—0il and Gas Council
Chapter 2—0il and Gas Drilling and Production

PROPOSED AMENDMENT

10 CSR 50-2.090 Disposal of Fluids by Injection. The council is
amending the purpose, numbering and amending section (1), and
adding sections (2) and (3).

PURPOSE: This amendment incorporates the requirement of a per-
mit to inject as specified in proposed new rule 10 CSR 50-2.053,
specifies criteria for where disposal of produced fluid through injec-
tion is prohibited, and clarifies the required setback distance.

PURPOSE: In some phases of the producing life of some reservoirs,
large quantities of [saft] formation water may be produced along
with the oil and gas. Adequate protection of {fresh water supplies]
underground sources of drinking water lies in the proper disposal of
this [salt] produced water. Rather than allowing the [sait] produced
water to flow onto the land surface and into streams and rivers, a
more satisfactory method of disposal is [the] to injectiion of] this
water into permeable subsurface [formations] strata that do not
contain [fresh] underground sources of drinking water. This rule
provides [that] details such as quality and quantity of the water and
well construction that are 10 be submitted 1o the state geologist for
approval prior to such injection 1w [ilensure that [potable water
supplies] underground sources of drinking water are adequately
protected.

(1) [Before produced] Prior to the disposal of fluids /may be
disposed of] by injection, finto subsurface strata, pertinent
data concerning details of the proposed operation, forms
OGC-3-/, OGC-4-1 and OGC-11 and any other information
required shall be submitted to and] an application for permit
to inject must be approved by the state geologist fbefore injection
may begin] as provided in 10 CSR 50-2.055.

(2) Other than within the original production strata, disposal of
produced fluid from an oil or gas operation is prohibited into an
oil or gas reservoir, a potential oil or gas reservoir, or an under-
ground source of drinking water unless that drinking water
source has been exempted, or unless otherwise approved by the
state geologist.

(3) Disposal wells must be located a minimum of one hundred
sixty-five feet (165°) from a unit boundary.

AUTHORITY: section 259.070, RSMo [1986] Supp. 2013. Original
rule filed Oct. 11, 1966, effective Oct. 21, 1966. Amended: Filed
Sepr. 12, 1973, effective Sept. 22, 1973. Amended: Filed Oct. 14,
1981, effective Feb. 11, 1982. Amended. Filed Sept. 15, 2015.

PUBLIC COST: This proposed amendment will not cost state agen-
cies or political subdivisions more than five hundred dollars ($500)
in the aggregate.

PRIVATE COST: This proposed amendment will not cost private enti-
ties more than five hundred dollars (§500} in the aggregate.

NOTICE OF PUBLIC HEARING AND NOTICE TQ SUBMIT COM-
MENTS: Anyone may file a statement in support of or in opposition
to this proposed amendment with the Department of Natural
Resources’ Geological Survey Program attention to Summer Young at
PO Box 250, 111 Fairgrounds Rd., Rolla, MO 65402 or via email to
summer.young@dnr.mo.gov. To be considered, comments must be
received by November 18, 2015. A public hearing is scheduled for
10:00 a.m., November 16, 2015, at the Missouri Geological Survey,
Mozarkite Conference Room, 11 Fairgrounds Rd., Roila, MO.

Title 10—DEPARTMENT OF NATURAL RESOURCES
Division 50—0il and Gas Council
Chapter 2—0il and Gas Drilling and Production

PROPOSED AMENDMENT

10 CSR 50-2.100 {Fiuid Injection] Enhanced Recovery Projects.
The council is amending the title, purpose, and section (1), and
deleting sections (2) and (3).

PURPOSE: This amendment clarifies the process for enhanced
recovery project application and removes sections that are repetitive
Jrom other rules.

PURPOSE: [Water flooding, a type of secondary]! Enhanced
recoveryl,] projects utilizels water] fluids, including but not imited
to, produced [salt] water, steam, or natural gas, by [injecting this
water] injection inio an [depleted or nearly depleted] oil reser-
voir to [flush out a secondary crop of] recover additional oil. [in
many cases, w]Where the oil is difficult to [flush] recover with
water or steam, certain chemicals are often added to increase the
efficiency of water as an oil-recovery agent. [This practice] These
enhanced recovery methods help/s] maintain reservoir pressure and
increase[s] the ultimate amount of oil that can be obtained from a
particular freservoir] pool, thereby preventing the waste of natural
resources. This rule provides for the protection of groundwater by
requiring approval [of] by the state geologist fconcerning perti-
nent] of certain details of the enhanced recovery project fand the
submittal of monthly reports to the state geologist]. [Alsol In
addition, this rule protects the [correlation] correlative rights of the
offset property owners [are protected] by [the prior] requiring the
state geologist’s approval of well spacing and [lease] production
unit line requirements [by the state geologist] prior to the com-
mencement of operations.

[{1) Fluid injection] Enhanced recovery projects{, not otherwise
classified as research or development projects by the coun-
cil, ] designed for the secondary or tertiary recovery of oil or gas
may be approved as part of a proposed production unit/s within
themselves]. Production [UMunit approval may be requested by
submitting to the state geologist an fproject report] application
specifying all pertinent details of the proposed project as detailed in
10 CSR 50-3.020(2).

{2} Fluid injection projects shall be governed by well-spacing
and lease-fine requirements under 10 CSR 50-2.070.

{3} Monthly reparts shall be submitted in accordance with
10 CSR 50-2.080. Additional monthly operating reports may
be requested in the future by wiritten order of the council.]

AUTHORITY: sectionfs 258.060 and] 259.070, RSMo [1986]
Supp. 2013. Original rule filed Oct. LI, 1966, effective Oct. 21,
I1966. Amended: Filed Sept. 12, 1973, effective Sept. 22, 1973.
Amended: Filed Sept. 15, 2015.

PUBLIC COST: This prapaséd amendment will not cost state agen-
cies or political subdivisions more than five hundred dollars ($500)
in the aggregate.

PRIVATE COST: This proposed amendment will not cost private enti-
ties more than five hundred dollars (3500) in the aggregate.

NOTICE OF PUBLIC HEARING AND NOTICE TO SUBMIT COM-
MENTS: Aryone may file a statement in support of or in opposition
to this proposed amendment with the Department of Natural
Resources’ Geological Survey Program attention to Summer Young at
PO Box 250, 1! Fairgrounds Rd., Rolla, MO 65402 or via email 1o
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summer.young@dnr.mo.gov. To be considered, comments must be
received by November 18, 2015. A public hearing is scheduled for
10:00 a.m., November 16, 2015, at the Missouri Geological Survey,
Mozarkite Conference Room, 11l Fiirgrounds Rd., Rolia, MO.

Title 10—DEPARTMENT OF NATURAL RESOURCES
Division 50—0Qil and Gas Council
Chapter 2—0il and Gas Drilling and Production

PROPOSED RESCISSION

10 CSR 50-2.110 Special Projects and Research Projects. This
rule permitted the council to give special consideration to develop-
ment of potential resources such as these.

- PURPOSE: This rule is being rescinded as the substantive require-
ments are included in the proposed amendment to 10 CSR 50-5.010
to clarify the language and make the rules easier to read.

AUTHORITY: sections 259.060 and 259.070, RSMo 1986. Original
rule filed Oct. 11, 1966, effective Oct. 21, 1966. Amended: Filed
Sept. 12, 1973, effective Sept. 22, 1973. Rescinded: Filed Sept. 15,
2015.

PUBLIC COST: This proposed rescission will not cost state agencies
or political subdivisions more than five hundred dollars ($500) in the
aggregate.

PRIVATE COST: This proposed rescission will not cost private enti-
ties more than five hundred doilars (3500} in the aggregate.

NOTICE OF PUBLIC HEARING AND NOTICE TO SUBMIT COM-
MENTS: Anyone may file a statement in support of or in opposition
to this proposed rescission with the Department of Natural
Resources’ Geological Survey Program attention to Summer Young at
PO Box 250, 111 Fairgrounds Rd., Rolla, MO 65402 or via email to
summer.young@dnr.mo.gov. To be considered, comments must be
received by November 18, 2015. A public hearing is scheduled for
10:00 a.m., November 16, 2015, at the Missouri Geological Survey,
Mozarkite Conference Room, 1l Fairgrounds Rd., Rolla, MO.

Title 10—DEPARTMENT OF NATURAL RESOURCES
Division 50—OQil and Gas Council
Chapter 2—0il and Gas Drilling and Production

PROPOSED AMENDMENT

10 CSR 50-2.120 Gas Storage Operations. The council is amend-
ing the purpose and section (1).

PURPOSE: This amendment clarifies the setback requirements for
gas storage injection wells.

PURPOSE: The development of gas storage operations requires that
they be addressed by the stare. This rule will ensure protection of
fthe state’s] underground sources of drinking water.

(1) Gas storage operations that inject gas that is liquid at standard
temperature and pressure to be recovered at a later date for use
shall comply /tof with all rules pertaining to injection wells, except
that such wells may not be drilled closer than approximately
three hundred thirty feet (330") from the houndary of the gas
storage operation.

AUTHORITY: [Chapter 259] section 259.070, RSMo [1986]
Supp. 2013. Original rule filed Oct. 14, 1981, effective Feb. I,
1982. Amended: Filed Sept. 15, 2015,

PUBLIC COST: This proposed amendment will not cost state agen-
cies or political subdivisions more than five hundred dollars ($500)
in the aggregate.

PRIVATE COST: This proposed amendment will not cost private enti-
ties more than five hundred dollars ($500) in the aggregate.

NOTICE OF PUBLIC HEARING AND NQTICE TO SUBMIT COM-
MENTS: Anyone may file a statement in support of or in opposition
to this proposed amendment with the Department of Natural
Resources” Geological Survey Program attention lo Summer Young at
PO Box 250, 111 Fairgrounds Rd., Rolla, MO 65402 or via email to
summer.young@dnr.mo.gov. To be considered, comments must be
received by November 18, 2015. A public hearing is scheduled for
I0:00 a.m., November 16, 2015, at the Missouri Geological Survey,
Mozarkite Conference Room, 111 Fairgrounds Rd., Rolla, MO.

Title 10—DEFARTMENT OF NATURAL RESOURCES
Division 50—0il and Gas Council
Chapter 3—Well Spacing [Units] for Oil and Gas Pools

PROPOSED AMENDMENT

10 CSR 50-3.010 [Establishing] Spacing Units for Primary
Production. The council is amending the title, purpose, chapter, text
of the rule, and making new sections {1)-(3).

PURPOSE: This amendment, which includes language previously
found in 10 CSR 50-2.070, incorporates ail requirements for spacing
of wells used for primary oil or gas production changes the size of
standard spacing units for oil and gas production wells to meet cur-
rent industry practice, clarifies the authorities of the siate geologist
and the council, and specifies the types of wells that are exempt from
spacing requirements.

PURPOSE: Spacing patterns for wells in a pool or reserwir are
established by this rule 1o prevent waste, to avoid the drilling of
unnecessary wells, to contribute to orderly development, and to pro-
tect [property] correlative rights [are established by this rulel.
{It is cormnmon practice in establishing spacing units to insure
that there will be sufficient distance between wells so that
other wells and property will not be endangered if a blowout
or fire occurs.] Wells should be located in a relatively uniform spac-
ing pattern even under diversified ownership conditions to [prevent
crowding of wells] protect correlative rights along property lines.
[Preferably, spacing patterns should be such that the area
affotted to each well will not be less than the approximate
area that can be economically and efficiently drained by that
well.] Optimum spacing is considered to be the maximum number
of reservoir acres that can be economically and efficiently drained
by one (1) well within a reasonable time. For example, if one (1)
well can be drilled economically on ten (10) acres and this is the
area that con be drained efficiently, then the spacing or acreage
attributable to the well should not be less than ten (10} acres. A well
so spaced will ultimately recover as much oil for the ten (10) acres
as would be recovered by more than one (I} well, thereby avoiding
the drilling of unnecessary wells. This rule provides requirements
Jor, and limitations on, the spacing of wells and for certain excep-
tions and exemptions thereto.

(1) All wells for the primary productien of oil and gas drilled into
the same pool, except as explicitly exempted by this rule, shall be
subject to spacing units as follows:

(A) Oil wells. Not more than one (1) oil well shall be drilled
upon any tract of land into the same pool as specified in the fol-
lowing:

1. A standard spacing unit¢ shall be ten (10) acres. The well
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shall not be located closer than three hundred thirty feet (330")
to any unit line, nor closer than six hundred sixty feet (660') to
the nearest oil well completed in or capable of producing from
the same pool. Except as provided in paragraph (1){A)2., no oil
well shall be drilled on less than ten (10) acres except by order of
the state geologist; or

2. Due to the low natural reservoir pressure at shallow
depths, oil may be drained economically and efficiently through
primary production only by using smaller spacing units, A stan-
dard spacing unit for an oil well drilled to a total depth of less
than one thousand five hundred feet (1500') shall be two and one-
half (2.5) acres or three hundred thirty feet (330") from an oil
well completed in or producing from the same pool and shall not
be drilled nearer than one hundred sixty-five feet (165') from any
unit line. No oil well shall be drilled on less than two and one-half
(2.5) acres except by order of the state geologist; and

(B) Gas wells. Not more than one (1) gas well shall be drilled
upon any tract of land into the same pool as specified in the fol-
lowing:

1. A standard spacing unit shall be a forty (40) acres. The
gas well shall not be located closer than six hundred sixty feet
(660') to any unit line, nor closer than one thousand three hun-
dred twenty feet (1320") to the nearest gas well completed in or
producing from the same pool. Except as provided in paragraph
(1)(B)2., no gas well shall be drilled on less than forty (40) acres
except by order of the state geologist; or

2, Due to the low natural reservoir pressure at shallow
depths, gas may be drained economically and efficiently through
primary production only by using smaller spacing units. A stan-
dard spacing unit for a gas well drilled to a total depth of less
than one thousand five hundred feet (1500') shall be ten (10)
acres or six hundred sixty feet (660'} from a gas well completed
in or producing from the same pool and shall not be drilled near-
er than three hundred thirty feet (330') from any unit line. No
gas well shall be drilled on less than ten (10} acres except by order
of the state geologist.

{C) An operator may petition the state geologist to issue an
order to [The councif may upon its own motion or upon the
motion of any interested party and after notice and hearing]
establish spacing units of a specified and approximate uniform size
and shape for feach] a pool [within this state] for the purpose of
preventing waste, avoiding the drilling of unnecessary wells, or
protecting correlative rights. The state geologist may modify an
order establishing spacing units to alter the size and shape of one
(1) or more existing spacing units for the purpose of preventing
waste, avoiding the drilling of unnecessary wells, or protecting
correlative rights.

(2) Only one (1) well that is in physical contact with the pool and
capable of producing il or gas or both is allowed in any given
spacing unit.

(A) The state geologist, on an individual basis, may grant the
drilling and production of one (1) or more increased density wells
within a spacing unit, provided that the operator submits con-
vincing technical evidence that the existing well(s) is not capable
of efficiently draining the pool or portion thereof that resides
within the confines of the spacing unit.

(B) The surface locations of all wells and all the points at which
the wells are in physical contact with the pool shall occur no clos-
er than a specified distance from the vertical boundary of a spac-
ing ynit, and this minimum distance is set in section (1) or in any
order issued pursuant to subsection (1)(C). The state geologist,
on an individual basis, subsequently may issue an order granting
a location exception where the surface location of a well, or its
contacts with the pool, or both, may be located closer than the
specified minitmum distance from the boundary of the spacing
unit.
(C) Any injection well and any surface or subsurface device
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that redirects the natural movement of oil, gas, or formation
water in a pool is prohibited at any location within spacing units
under primary production, and the drainage of oil, gas, and for-
mation water into the well must be allowed to occur naturally. All
injection projects or other enhanced recovery of oil or gas must
be done in accordance with 10 CSR 50-3.020.

(D) Compressors that lower pressure inside wells for the pur-
pose of increasing the ultimate recovery of gas may be used in
spacing units. Compressors shall not induce a vacuum inside
wells unless approved by the state geologist.

(3) The following are exempt from the requirements of spacing
units:

{A) Offset wells that were drilled prior to the enactment of
Chapter 259, RSMo, upon application to the state geologist and
to protect against offset drainage;

(B) Any well that is drilled for enhanced recovery as part of the
operation of a production vnit, in accordance with 10 CSR 50-
3.020;

{C) Wells whose purpose is for the disposat of produced water,
non-usable gas, or other liquid or gaseous waste resulting from
the production of oil, gas, or both;

(D) Siratigraphic test wells;

(E) Wells drilled expressly for operation of underground gas
storage projects; and

(F) Non-commercial gas wells, if approved by the state geolo-
gist under the following conditions:

1. An operator may apply for the establishment of a spacing
unit, consisting of one (1) or more contiguous separately owned
tracts, on which a well no deeper than eight hundred feet (800°)
may be drilled without regard to section lines or property lines,
provided that any well so allowed shall not be drilled closer than
one hundred sixty-five feet (165') from the boundary of the spac-
ing unit, unless approved by the state geologist;

2. An applicant for an exemption and establishment of a
spacing unit under this subsection shall submit a well location
map, as described in 10 CSR 50-2.030(3), outlining the area that
will be affected by the proposed well and showing the location of
the separate tracts, the names and addresses of landowners of the
separate tracts, and the names and addresses of lessees of any
tracts leased for oil, gas, or both. All wells, including but not Lim-
ited to, dry, abandoned, producing, or shut-in wells on the pro-
posed unit, and any well location for which drilling permits have
been approved, shall be located accurately and designated on the
map; and

3. Spacing exemptions may be granted upon application to
the state geologist.

AUTHORITY: sections 259.100(,1 and 259.120, RSMo [1986]
2000. Original rule filed Sept. 12, 1973, effective Sept. 22, 1973.
Amended: Filed Sept. 15, 2015.

PUBLIC COST: This proposed amendment will not cost state agen-
cies or political subdivisions more than five hundred dollars ($500)
in the aggregate.

PRIVATE COST: This proposed amendment will not cost private enti-
ties more than five hundred dollars (3500} in the aggregate.

NOTICE OF PUBLIC HEARING AND NOTICE TO SUBMIT COM-
MENTS: Anyone may file a statement in support of or in opposition
to this proposed amendment with the Department of Namural
Resources’ Geological Survey Program attention to Summer Young at
PO Box 250, 111 Fairgrounds Rd., Rolla, MO 65402 or via email 10
summer.young@dnr.mo.gov. To be considered, comments must be
received by November 18, 2015. A public hearing is scheduled for
10:00 a.m., November 16, 2015, at the Missouri Geological Survey,
Mozarkite Conference Room, 111 Fairgrounds Rd., Rolla, MO.
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Title 10—DEPARTMENT OF NATURAL RESOURCES
Division 50—0Qil and Gas Council
Chapter 3—Well Spacing for Oil and Gas Pools

PROPOSED RULE

10 CSR 50-3.020 Production Units and Well Spacing for
Enhanced Recovery

PURPOSE: Production wnits are small- 1o large-scale projects
designed to maximize ultimate recovery of oil and gas from the entire-
ty of a single pool or particular portion thereof through enhanced
recovery. Enhanced recovery nypically involves the use of injection
wells.

(1) No well, including, but not limited to, those used for production
or injection, drilled within a production unit shall be drilled nearer
than one hundred sixty-five feet (165") from the production unit
boundary. Stratigraphic test wells are exempt from this requirement,

(2) An operator may submit to the state geclogist an application for
the implementation of a production unit of a specified size and shape,
with a well configuration of a certain nature of operation, for the pur-
pose of an enhanced recovery project designed to maximize the ulti-
mate recovery of oil or gas or both from the entirety of a single pool
or particular portion thereof. The state geologist may approve the
application if the proposed production unit is operated by a single
operator or owner. If the proposed production unit includes more
than one operator or owner, application shall be made to the council,
according to procedures in 10 CSR 50-4.020. Any applicant for a
production unit shall provide a description of the proposed produc-
tion unit area, including the following information:

(A) Maps that show the unit boundary, cultural and natural surface
features, areal extent of the pool, depth and thickness of the pool,
location of any and all prior wells regardless of kind in the proposed
unit area and those that occur within a one-half (1/2) mile-wide
buffer area arcund the proposed unit;

(B) Location of all owner tracts;

(C) Location and pattern of all proposed production, injection,
water supply and disposal wells that are to be drilled arxd operated
for purpose of the proposed production unit; and

(D) Location of all surface facilities associated with the proposed
production unit.

AUTHORITY: sections 259.100 and 259.120, RSMo 2000. Original
rule filed Sepr. 15, 2015.

PUBLIC COST: This proposed rule will cost state agencies or polit-
ical subdivisions twenty-six thousand three hundred ninety-seven dol-
lars ($26,397) per year in the aggregate.

PRIVATE COST: This proposed rule will not cost private entities
more than five hundred dollars ($500) in the aggregate.

NOTICE OF PUBLIC HEARING AND NOTICE TO SUBMIT COM-
MENTS: Anyone may file a statement in support of or in opposition
to this proposed rule with the Department of Natural Resources’
Geological Survey Program attention to Summer Young at P Box
250, I Fairgrounds Rd., Rolla, MO 65402 or via email to
summer.young@dnr.mo.gov. To be considered, comments must be
received by November 18, 2015. A public hearing is scheduled for
10:00 a.m., November 16, 2015, at the Missouri Geological Survey,
Mozarkite Conference Room, 11l Fairgrounds Rd., Rolla, MO.
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FISCAL NOTE
PUBLIC COST
I RULE NUMBER
. 10 CSR 50-3.020 Production Units and Well
Rule Number and Name: Spacing for Enhanced Recovery
Type of Rulemaking: i New Rule
IL SUMMARY OF FISCAL IMPACT
Affected Agency or Political Subdivision Estimated Cost of Compliance in the Aggregat: )
$26,397 per year per applicable rule
Department of Natural Resources {one-seventh of $184,776 avcrage annual cost for 2
FTE needed)
{18 WORKSHEET
L wma L FYa7Pj
Expenditure Scenario F-2.FTE - (eff1/2017) Fv18Proj FY19Proj FY20Proj FY21Proj

Salaries (PS)
1Geologist 1, 15r Office Support Assistant  § 42,162 $ 86854 § 89,458 § 92,143 $ 94,907
Fringe Benefits (social security, heolth ins.,

retirement, etc.) S 20,196 § 41,603 S 42,851 5 44,137 5 45,461
Operating E&E (trave), supplies, training, etc.}) & 22,222 5 12,257 $ 12,625 $ 13,003 $ 13,394
Contractual Engineering _ $ - s - %5 - s - 35 -
*Statewide Central Services, DNR

Administration, OA ITSD, Leases/Rents 5 21610 S 35952 $ 37,031 % 38142 S 39286
Totat $ 106190 5176666 $181966 $1

HHETA
$184,776 +~ 7 — $26,397 per applicable rule
LA ASSUMPTIONS

1. Projection Assumptions:

- FY17 reflected as one-half year due to earliest potential effective date of fees; actuat timing of first
expenditures will he determined by revenue receipts/fund balance

—  FY17 includes one-time E&E nceds; reduced in FY18

- 3% pay plan/inflatios beginning FY18

—  Average need calculated using 4 ycars since FY 17 is only a partial year

- Fringe benefits estimated using DNR rate of 47.9% (less than the stutewide average rate)
*Indirect costs estimated using approved federal indirect cost rate of 25.55%

2. Additional staffing level nceded to cover activities in new rules and amendments to 10 CSR 50-1.040,
18 CSR 50-1.050, 10 CSR 50-2.010, 10 CSR 50-2.055, 10 CSR 50-2.0%0, 10 CSR 50-3.020, and
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10 CSR 50-5.010. Because implementation of this rule is dependent upon and in conjunction with the other
rules, the total FIE expenditure provided was divided evenly among the scven applicable rules.

3. Anticipaic duties of the Geologist 11! include: assist with oil and gas permitting; provide compliance
assistance; maintain and account for: mechanical integrity testing (MIT), mnjection pressure determination
testing, and wel] stimulation treatment projects; oversee and review oil and gas production projects;
evaluate enhanced oil recovery projects and technologies; determine appropriate injection pressurcs and
rates; oversee MITs; conduct field inspections; and ensure compliance with regulations.

4. Amicipate duties of the Scnior Office Suppart Assistant include: input data; maintain and account for;
operator registration, well bond reporting, well status and shut-in wells, production, resource valuation,
recordkecping, and gencral information requests; create and edit forms; provide administrative support;
generate letters (notifications/reminders); generate reports; and perform {inancial macking.
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Title 10—DEPARTMENT OF NATURAL RESQURCES
Division 50—0il and Gas Council
Chapter 4—Authorization of Pooling Units and
Unitization Agreemenis for Oil and Gas Pools

PROPOSED AMENDMENT

10 CSR 50-4.010 Application for Aunthorization of a Pooling Unit
Jor Primary Production. The council is amending the chapter, title,
purpose, deleting and rewriting the text of the rule.

PURPOSE: This amendment clarifies the process for pooling mineral
interests within a single spacing unit, either by voluntary or involun-
tary pooling.

PURPOSE: [In many instances tracts may be so small or
shaped so that gas wells cannot be drifled on the tract in
compliance with the general spacing rule. Pooling is closely
related to spacing and refers to the integration of separately
owned tracts, portions of tracts or interests to form a drilling
unit. Voluntary or statutory pooling allows each owner to
obtain a share of the oif and gas produced by the well on the
pooled unit. This rule establishes the procedures for applying
for an order for authorization of production pooling.] This rule
sets forth the procedure for pooling mineral interests of separately-
owned tracts, portions of tracts, or interests within a single spacing
unit for primary production, to allow for the development and oper-
ations of the spacing unit,

fAn application for an order by the council for authorization
of production pooling shall follow the procedure as stated in
section 258. 110, RSMo.]

(1) Before the commencement of drilling a well in a spacing unit,
all owners, whether ownership is by deed or lease or farmout,
shall enter into a contractual agreement whereby every owner
pays his or her mutually agreed fair share of the drilling and
operating costs and receives his or her fair share of the oil or gas
or the profits produced therefrom. Contractual agreement is
achieved by way of the pooling process pursuant to section
259.110, RSMo. The pooling process may be either voluntary or
involuntary, as defined as follows:

(A) A wluntary pooling occurs when all owners of mineral
interests enter into a private contractual agreement willingly and
of their own accord. Voluntary poolings are executed privately
with no involvement by the council; and

(B) An involuntary pooling occurs when one (1) or more own-
ers of mineral interests are not able to enter into a private con-
tractual agreement willingly and of their own accord, and the
council, upon application by any interested owner and after
notice and hearing, issues a pooling order that serves as the bind-
ing contractual agreement.

AUTHORITY: sections 259. 110(,] and 259.120, RSMo [1986] 2000.
Original rule filed Sepr. 12, 1973, effective Sepr. 22, 1973.
Amended: Filed Sept. 15, 2015.

PUBLIC COST: This proposed amendment will not cost state agen-
cies or political subdivisions more than five hundred doliars (3500)
in the aggregate.

PRIVATE COST: This proposed amendment will not cost private enti-
ties more than five hundred dollars ($500) in the aggregate.

NOTICE OF PUBLIC HEARING AND NOTICE TO SUBMIT COM-
MENTS: Anyone may file a statement in support of or in opposition
to this proposed amendment with the Department of Natural
Resources’ Geological Survey Program attention to Summer Young at
PO Box 250, 11 Fairgrounds Rd., Rolla, MO 65402 or via email to
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summer.young@dnr.mo.gov. To be considered, comments must be
received by November 18, 2015. A public hearing is scheduled for
10:00 a.m., November 16, 2015, at the Missouri Geological Survey,
Mozarkite Conference Room, 111 Fairgrounds Rd., Rolla, MO.

Title 10—DEPARTMENT OF NATURAL RESOURCES
Division 50—0il and Gas Council
Chapter 4—Authorization of Pooling Units and
Unitization Agreements for Qil and Gas Pools

PROPOSED RULE

14 CSR 50-4.020 Application for Authorization of Unitization for
Enhanced Recovery

PURPOSE: This rule sets forth a procedure for small- to large-scale
cooperative development and operation projects that are designed to
maximize ultimate recovery of oil and gas from the entirety of a single
pool or particular portion theregf through the use of enhanced recov-
ery projects within production units. Similar to the pooling process
Jor primary production, unitization of production units for enhanced
recovery inveives contractual agreements berween different owners
andfor operators of existing producing wells, and a decision as to
which one (1) of the operators will operate the production unit as a
whole.

(1) The council, upon the written request of an applicant and upon
receipt of the information specified in section (2) of this rule and
after notice and hearing, may approve the implementation of a pro-
duction unit of a specified size and shape, and a well configuration
of a certain nature of operation, for the purpose of a cooperative
development and operation project designed to maximize the ultimate
recovery of oil or gas or both from the entirety of a single pool or
particular portion thereof. All operators and owners in the proposed
production unit shall enter into contractual agreement such that one
(1) party is designated the operator of the production unit as a whole,
and every owner pays his or her mumally agreed fair share of the
dritling and operating costs and receives his or her fair share of the
oil, gas, or both produced from the unit, or the profits derived from
such production. Contractual agreement is achieved by way of the
unitization process, which is either voluntary or involuntary as
defined as follows:

(A) A voluntary unitization occurs when all operators and owners
in the proposed production unit area are able to enter into a private
contractual agreement willingly and of their own accord; and

{B) An involuntary unitization occurs when one (1) or more oper-
ators or owners are not able to enter into a private contractual agree-
ment willingly and of their own accord, and the council, upon appli-
cation by any person or party representing the voluntarily agreed pro-
duction unit proponents that collectively hold at least seventy-five
percent (75%) of the right to drill into and to produce oil and gas
from the pool and at least seventy-five percent (75%) of all mineral
interest and after notice and hearing, may approve the implementa-
tion of the production unit and issue a unitization order that serves
as a binding contractual agreement for all parties and that, if neces-
sary, designates the operator of the production unit as a whole.

(2) Any applicant for a production unit for the purpose of a cooper-
ative development and operation project for enhanced recovery shall
provide the following information to the council thirty (30) calendar
days prior to the date of hearing:

(A} A description of the propesed production unit area, as speci-
fied in 10 CSR 50-3.020(3);

(B) A detailed description of the exact nature of the proposed unit
operations; and

(C) Conformed copies of the applicable agreements, which may be
composites of the executed counterparts.
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AUTHORITY: sections 259.110 and 259.120, RSMo 2000. Original
rule filed Sept, 15, 20135.

PUBLIC COST: This proposed rule will not cost state agencies or
political subdivisions more than five hundred dollars ($500) in the
aggregate.

PRIVATE COST: This proposed rule will not cost private entities
more than five hundred dollars ($500) in the aggregate.

NOTICE OF PUBLIC HEARING AND NOTICE TO SUBMIT COM-
MENTS: Anyone may file a statement in support of or in opposition
to this proposed rule with the Deparmment of Natural Resources’
Geological Survey Program attention to Summer Young at PO Box
250, NI Fairgrounds Rd., Rolla, MO 65402 or via email to
summer.young@dnr.mo.gov. To be considered, comments must be
received By November 18, 2015. A public hearing is scheduled jor
16:00 a.m., November 16, 2015, ar the Missouri Geological Survey,
Mozarkite Conference Room, Il Fairgrounds Rd., Rolla, MO.

Title 10—DEPARTMENT OF NATURAL RESOURCES
Division 50—0il and Gas Council
Chapter S—/Unitization of Qif and Gas Fields or Pools]
Special Projects and Research Projects

PROPOSED AMENDMENT

10 CSR 50-5.010 fApplication for Authorization for Voluntary
and Statutory Unitization] Special Projects and Research
Projects. The council is amending the chapter, title, purpose, delet-
ing the text of the rule, and making new sections (1)-(3).

PURPOSE: This amendment deletes language that is included in the
proposed new rule 10 CSR 50-4.020 in order to make the rules easier
to read, incorporates requirements for special projects previously in
proposed rescission 10 CSR 50-2. 110, clarifies the role and authority
of the state geologist to approve applications for special projects and
research projects, and changes the confidentiality period to be con-
sistent throughout 10 CSR 50.

PURPOSE: [The olf and gas in a subsurface reservoir consti-
tute a common source of supply to any and all wells drilfed
into that reservoir. One well can drain a large area and is not
fimited by the surface survey fines that define separate
tracts. While the petroleum is divided, the right to a share of
the petroleum is divided. Thus, the petroleum in place in a
reservoir must be divided and shared among the separate
owners who exercise their rights by driffing into that reser-
voir. Pooling for well spacing eliminates property lines within
the spacing unit, thereby eliminating the drilling of unneces-
sary welfls. Maximum conservation can be obtained if this
principle is extended to consolidate all the separately owned
tracts within a reservoir into one unit. This is referred to as
unitization. This rule establishes procedures for voluntary
unitization of a field or pool or for statutory unitization of a
pool or field through an order of the council.] The oil and gas
reserves of the state at any one (1) time consist of that fraction of
discovered oil and gas that can be economically recovered using
existing technology. Since optimum recovery is dependent upon
engineering and scientific achievements as well as economics, any
development of new processes represents an increase in oil and gas
reserves as well as an improvement in oil and gas conservation
practices. By carefully matching recovery processes to individual
reservoirs, it should be possible to greatly extend the potential that
exists in unconventional oil and gas deposits of Missouri. This rule
permils the state geologist and the council to give special consider-
ation to development of potential resources such as these.

fAn application for an order by the council for the authoriza-
tion of a unit or cooperative development and operation of a
field or pool shalf be in compliance with the statute as stated
in section 258.120, RSMo.]

(1) To encourage development of economic recovery of oil and gas
reserves in the state, in particular the research and development
leading to economic recovery of unconventional oil and gas
reserves, research or special projects whose objective is to devise
and develop methods may be approved by the state geologist as
units complete within themselves, Unit approval may be obtained
by submitting to the state geologist a project report specifying all
pertinent details of the proposed research or development pro-
ject. Blanket approval for an application for a permit to drill
wells may be granted at the discretion of the state geologist, pro-
vided the location and numbers of the wells are anticipated with
a reasonable degree of accuracy.

(2) No well drilled as ar oil or gas shall be drilled closer than
approximately one hundred sixty-five feet (165") to a unit bound-
ary.

(3) Reports of the pertinent details of overall project operation
shall be submitted quarterly to the state geologist for his or her
study and use. Confidentiality may be granted upon written
request as required in 10 CSR 50-1.020.

AUTHORITY: section [2589.120,] 259.060, RSMo [1986] 2000,
and section 259.070, RSMo Supp. 2013. Original rule filed Sept.
12, 1973, effective Sept. 22, 1973. Amended: Filed Sept. 15, 2015.

PUBLIC COST: This proposed amendment will cost state agencies or
political subdivisions twenty-six thousand three hundred ninety-seven
dollars ($26,397) per year in the aggregate.

PRIVATE COST: This proposed amendment will not cost private enti-
ties more than five hundred dollars (3500) in the aggregate,

NOTICE OF PUBLIC HEARING AND NOTICE TO SUBMIT COM-
MENTS: Anyone may file a statement in support of or in opposition
to this proposed amendment with the Department of Natural
Resources’ Geological Survey Program attention to Summer Young at
PO Box 250, 111 Fairgrounds Rd., Rolla, MO 65402 or via email to
summer.young@dnr.mo.gov. To be considered, comments must be
received By November 18, 2015. A public hearing is scheduled for
10:00 a.m., November 16, 2015, ar the Missouri Geological Survey,
Mozarkite Conference Room, 111 Fairgrounds Rd., Rolla, MO.
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FISCAL NOTE
PUBLIC COST
1 RULE NUMBER

Rule Number and Name:

10 CSR 50-5.010 Apptlication for Authorization for
Voluntary and Statutory Unitization

Type of Rulemaking:

Amendment

IL SUMMARY OF FISCAL IMPACT

Affected Agency or Political Subdivision

Estimated Cast of Compliance in the Appregate

Department of Natural Resources

$26,397 per year per applicable rule

{onc-seventh of $184,776 av'crage annual cost for 2
FTE necded)

IfL WORKSHEET

Expenditure Scenariof - 2FTE -
Salaries {PS)

1 Gealagist i, 15r Office Support Assistant
Fringe Benefits (social security, heaith ins,,
retirement, etc.)

Operating E&E (travel, supplies, troining, etc.}
Contractual Engineering

*Statewide Central Services, DNR
Administration, OA ITSD, Leases/Rents

TFotal

$184,776 + 7 = $26,397 per applicuble rule
AT ASSUMPTIONS

1. Pro;ectlon Assumptions:

 FY17Proj
. {eff 1/2017} FY18Proj FY19Proj FY20Proj FY21Proj

S 42162 $ 85854 S 89,459 § 92,143 $ 94,907

wr

20,196 § 41,603 5 42,851 5 44,137 $ 45461
$ 22,222 $ 12257 S5 12,625 $ 13,003 $ 13,394
s - 5 - 5 - 5 - 5 -
$ 21,610 $ 35952 $ 37,031 5 38,142 $ 39,286
5 106,190 $176,666 _5181 966‘ 5187 425 $193,048

FY 17 reflected as one-half year due to earliest potential effective date of fees; actual timing of first
expenditures will be determined by revenue receipts/fund balance

— FY17 includes one-time E&E needs;

reduced in FY 18

- 3% pay plan/inflation beginning ¥Y13

- Average need calculated using 4 years since FY 17 is only a partial year

—  Fringe benefits estimated using DNR rate of 47.9% (lcss than the stalewide average rate)
—  *Indircet costs estimated using approved federal indirect cost rate of 25.55%

2. Additional staffing level needed to cuver activities in new rules and amendments to 10 CSR 50-1.040,
10 CSR 50-1.050, 10 CSR 50-2.¢10, 10 CSR 50-2.055, 10 CSR 50-2.080, 10 CSR 50-3.029, and




