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NORTlJ DAKOTA
Oil and Gas Division APPENDIX H

Lynn D. Helms - Director Bruce E. Hicks - Assistant Director

Department of Mineral Resources
Lynn D. Helms - Director

North Dakota Industrial Commission
www.dmr.nd.gov/oi1gas

ADMINISTRATIVE RULES COMMITTEE HEARING

TESTIMONY OF BRUCE E. HICKS - March 9, 2010

Chainnan Klein and Committee Members:

Following please find my written testimony concerning the adoption of administrative rules
by the Oil and Gas Division of the North Dakota Industrial Commission. The items listed are
pursuant to Mr. John Walstad's (Code Revisor for the Legislative Council) request.

1. Statutory changes: The Legislative Assembly passed House Bill No. 2095 which established
rules for the geologic storage of carbon dioxide. This bill was at the request of the Industrial
Commission therefore there are no sponsors of the bill to be notified of our proposed rule.

2. Federal changes: The rule changes are not related to any federal statute or regulation.

3. Procedure: The rulemaking procedure consisted of the following:
• Sep 10, 2009---Received approval from Industrial Commission to adopt rules
• Sep 16, 2009---Filed rules with Legislative Council
• Sep 18, 2009---Reg analysis written for rules impacting industry> $50,000
• Sep 18-24, 2009---Public notices were published in each county
• Note: The proposed rules do not affect any sponsored bill from past legislation
• Sep 18, 2009---Wrote small entity regulatory analysis & small entity impact statement
• Oct 15, 2009---Hearing held on rules
• Nov 19, 2009---Wrote responses to all comments received
• Nov 25, 2009---Received approval from Industrial Commission to adopt rules
• Jan 4, 201O---Received Attorney General's opinion that rules are legal
• Jan 8, 201O---Filed rules with Legislative Council
• Feb 17, 2010---Notified all parties of Adm Rules Comm hearing & posted on web
• Mar 9, 2010---Administrative Rules Committee hearing
• Apr 1, 201O---Rules become effective
• 203 days---Agency approval to effective date of rules

4. Oral and written comments: Comments were received from 2 parties at the hearing and
written comments were received from 5 parties during the 10-day comment period. A summary
of the comments is attached (see pages 3-4) along with the consideration of comments
explaining our rationale and action for either modifying the proposed rules or leaving them as
proposed (see pages 5-49).
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The following rules received comments:

NDAC Sec.
43-02-03-16
43-02-03-16.3
43-02-03-18
43-02-03-19
43-02-03-19.3
43-02-03-21
43-02-03-27
43-02-03-30
43-02-03-31
43-02-03-55
43-02-03-90.2
43-05-01
43-05-01-05
43-05-01-06
43-05-01-12
43-02-12-04

Description
Permit to Drill
Recovery of a risk penalty
Drilling Units
Reserve Pit
Earthen Pits and Open Receptacles
Casing, Tubing, and Cementing
Perforating, Fracturing, and Treating
Notification of Fires, Leaks, Spills
Well Log, Completion, and Workover Reports
Temporary Abandonment of Wells
Official Notice
Create Chapter f/Storage of Carbon Dioxide
Storage Facility Permit
Storage Facility Permit Transfer
Amending Carbon Dioxide Storage Wells
Seismic Permit Expiration

Page
27
28
31
33
35
36
38
38
39
42
43
47
49
53
60
44

Change Made
Leave as proposed
Leave as proposed
Modified
Leave as proposed
Modified
Leave as proposed
Leave as proposed
Modifi,ed
Leave as proposed
Leave as proposed
Leave as proposed
130 Modifications
Leave as proposed
Leave as proposed
Leave as proposed
Leave as proposed

5. Cost: The approximate cost of giving public notice and holding a hearing on the rules was
$1,258.40. This does not include staff time for developing and adopting the rules.

6. Justification of changes: The full notice explains the subject matter of the rules and the
reasons for adopting the rules (see attached pages 50-52).

7. Regulatory analysis: A regulatory analysis was not requested by the Governor or an agency. (',
An analysis was done on the following rule that was expected to have an impact on the
regulated community in excess of $50,000 (see attached pages 53-54):

NDAC Sec.
43-05-01

Description
Storage of Carbon Dioxide

8. Small entity regulatory analysis and impact statement: A small entity regulatory analysis
was done on each proposed rule and an impact statement was done on the following rule that
will have an adverse impact on small entities (see attached pages 55-60):

NDAC Sec.
43-05-01

Description
Storage of Carbon Dioxide

9. Constitutional takings assessment: A constitutional takings assessment was not required.

10. Emergency rules: None of the rules changes were emergency rules.

Thank you for consideration of the Oil and Gas Division's rule changes.

S~?JAtL
Bruce E. Hicks
Assistant Director
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SUMMARY OF COMMENTS ON PROPOSED 2010 RULES· NDIC. DEPT OF MINERAL RESOURCES - OIL AND GAS DIVISION

NDAC IPROPOSEDAMENDMENT ICOMMENT RECEIVED IAC110N TAKEN IRATIONALE

13-42-ll3 GENERAL RULES

U-ll2-ll3-U Include pad layout including cut and till WWC Opposes-they believe the cut.nd ...... diagr.ms .re burdensome, will require the The proposed amendments wi' be The purpose of the proposed amendment Is to eliminate ambiguity in the rule. The Commission currently has the

PannitToDril diagrams purcha.. of specialsonwan, and" unnecess.ry for mOlt WtII1s
adopted without any further juris,dlctlon to require such informaUon.nd the InformaUon on cut and rdl is extremety valuab~. In cases where the pad
modifications. has very little rei

Remove allowance flinvitation to be < 30 days
In "unusual drcumstances"

43-42-43-11.3 Mto does not oppose any proposed changes, aIhough suwests additional amendments to The proposed amendments wil be Ms. Fuler faUed to pro-me evkSence In'o the record for the COmmission '0 conctude a problem exists with the current
Recovery of a Removes alowanee rtinvitation to be require a payout statement showing money to be recovered and also an amendment to clarify adopted without any further I8nguage to the rule. The Corrmlssron believes the operator or each wei is provlcUng a list of the actual costs to the
RiakPa..1y senVaccepled via lax folowed by mail the risk penaffy percentage allowed against unleased mineral interest owners and modifications. working Interest

Clarify that Invitation must be rec'd by inviter
within 30 d.ys ------------ .-----.--------_..-._~ ...- ----.--nr""7-·----'Tll---- --,-...,...."...,~----..---- 0""--1(---"-- --- iTThe propoaed .mendmen\wi.1I be

13-42-43-11 Remove, olowonce tQ iSSue 320H pel/l\~' F&8 OPPo.e.-they bell... propoud amendment should apply to only ~orlzontelwells
modified to anect onty: ho!itt)ntal The Comminlonts.,mihttoneem in amanding thIs rUle wa$ to eliminate issuing an administrative '320 acre
well. projected to • dept~ de.. per drilling unlt In ihe.,ll.(c~1lPQ'oI, since It appeal'$ seve~1 operators fn 1lwl Baliken ptay find rhem e;conomically

Drilling Unita Bdmlnislrellvely; Will f"'i"l\" h••dog projected to a, de~th [fee-per than the Mission C~ny,on Formation
than the\Minl,on C,anyo!l' unattractive wflJeh ntl\kY result In tracts
Forma,tion.

Clarify rule:Oiredor may roquiro ,ne sloped to WWC Opposoo-they bo.... tho amondmont contlicts wtth Fedorollow and tile aim
divert surface drainage Ih.ould actually be 11,0ped to encourage drainage into the relerve pn

WWC Opposes-they believe the amendment will adds time and cost to the operator-
Oper must provk:le reclam plan (wltopsolO to notolt appears 'NNe is confused that the operator w. have to provide a copy of the

The proposed amendmenls will be The ComRUssk)n has experienced that communication between the surface owner and the company reclaiming a site can
13-42-43·19 sur owner 10 days prior 10 reclaiming reclamation plan to the lurface owner 10 dIIys prior to performing work, not 10 dly'la.

Reservt' Pit i. adopted without eny further be very valuable. Requirilg In operator to provide the owner of the surface a co~ of the proposed reclamation work will
modifications. alert the surface a

Comm must send approved redam plan to sur
WWC Opposes-they believe the surface owner should request the reclamation plam if
desired and it is adds time and cost to the operator-note it appear. WWC is confused

owner that the operator would be responsible to lend the plan to the SUrfice owner, rather t

I---.~--_.--_.~_.....,.--,-'-_.- ---- --"'"i1!if-.'--.- ---------··.....·--...- ....--nT.....01r----~· ...----···--,-~---,r""l,." .,..,.,~'i~., ..."'T~· ...·I----~- ..
eRr doe-s ,nbtoppose the amendments but beheves 8 dlk~d area at the iurface kovel,'oot I.., ;

p~ must be sumcl&nHy ifTIP&rmea~ to temp penetrating berowthe .udace, should not be considered a pit and to eliminate
43-42-03·19.3 contsin ftukts amblgulty should be defln6d as such, The proposed amendmerrt will be The rule addresses earthen pitS: a'1)d open receptacles, both of which are used In wen se.ryicing, plugging
Ea'rthen Pits modified to addr&ss both earthen operations, .nd flaring casinghead gaS'. rt is nec.e-ssary to ensure that such pits and recepmcle.s are sufficiently
and Open

WWC opposes the amendment ~md believes (he eNinge adds undue cost and tim~~ pits and open recepta"ck,-, Impermeable to ptovlde::adeq'uate tem
Receptacles Saltwater, drt mud, oil & waste-s must be irhey beHove allowing .evert days10r the removal "rsaltwater, drilling mud, crude;:olL

removed w/ln 24h($ of <fiScoYery date waste ollj or otherwas-te from flare pits should be allowed.

Requires the compressive strength of the flier WWC opposes the .mendment and believes the requlrementl .... too lenient. They
43-42-ll3-21 cement to reach at least two hundred fifty The proposed amendment will be Some operators have performed single-stage cement Jobs from the terminus of a long horizontal lateral. It is difficult and
Cning, Tbg, pounds per square inch within forty·olght hours

b.lleve cement should be requlnd to re.ch a compressive strength of at I..st two
adopted without any further risky to perform such cementing jobs under the current regulations. Allowing relaxed compressive strength requirements

hundred fifty pounds per square Inch within twelve houri and at le.st five hundred
Cement and at least fIVe hundred pounds per square

pounds per
modifications. will allow

inch within ninety-six hours

43-ll2-ll3-2T
Allows the Director to require the pre·treatment Tho proposed .mendments will be The amendments allow the Director to require the pre-treBtment of casing when In his opinion deemed necessary.

Perf, Frat,
of casing Bnd for the operator to notify the WWC opposes the amendment and bellevel the language II too vague and should refer

adopted without any further Perforating and chemical treatments performed vary widely throughout the state and In some instances may be performed
Treat

Director Immediately upon causing damage to to 'dcturing, not perforltlng and chemical tre.tments. modfflcatlons. While exerting signffican
the casing or casing seat.
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COMMENT RECEIVED ACTION TAKEN RATIONALE _.

1- ! wr ; , ...,- t \ 'f .- ~ 1 "T11 ~ J 1~

<--~ ~ ~ • " _... The proposed amendmtntwiU be : " _ , , .
CRl opposer;. ~htl amendlMnt. They beheve It ~ould Increase "d~TunlstJatlvew:orkloads modlrled to require the ~perator to The Co~mlssionbelieves the surface owner should be no1ltle.d ofs-plll5 reportable,lo the...Comm.,slon and •
and would be burdensome sine. tt would ntql:.lIJ'e con~tant trickIng and updating notify the surfae,e- oW:t'MI:r of the spill complillnles would not haV& to maintain .surface OwntHSldp reeolds:) bUI rathetr could sefl:fch the Count)' Rocordll!'r s
,urtace ownership. . ' and send I: copy 01 the written Office for .fSueh documentation.
WWC opposes th& ame-ndrne-nt. They beUeve requiring the surface owner to he report within. teBsQO:J.bJe time.

,NDAC ,P,R~!~~ED ~~~N;M;:r
·-<';1 -1 '

• 3..02043-30 Raqulres lhe operator to notify the surface
N,otificiltion of owner of anylt'lcide nt that OCCtJ{"$ ~t trl)vels
FIres, Leaiks:, onto their land and (e~u~tes Ur& QPQratorto
Spills or provide a copy of any wrtnen!epoit to the
Blowouts surface owner.

43~2-43-31

Well Log, IClarify rule: Geologic reports must be
Completion submitted if compiled.
Ind Worko"er
Reports

WWC opposes the proposed Imendment. They believe that due to the size of the
reports and the ..socllted COltl Illoclated with filing the report, only a one..page
summary of the geologic report should be required to be submitted.

The proposed amendments will be
adopted without any further
modifications.

The Commission notes numerous company acquisnions have occurred in the recent past. Companies use the information
contained within the geologic report to assist In evaluating such potential acquisitions.

'43~2~3~5 IEMmlnates the need for the $100 tamporarily
IAbandonment abandon renewal fee to actually accompany
!Of Weill the request.

\INJC did not oppose any of the proposed changes, alhough suggests the language in
reference to fees be deleted.

The proposed amendments wig be
adopted without any further
modifications.

;The proposed amendment will provide an economic banefit to the regulated community. Further amendments to this rule
should not be considered at this time.

Includes the certified directional surveys Into
143..oZ-o:J..JO.Z Ithe evidence of each case heard by the
!OffiCil. Notice Commission, unless excluded by the helring

officer.

iWNC did not oppose the proposed change, although believes the language Is poorly WOrded.IThe proposed amendments wit be
They believe it will cause confusion since operators may interpret the change as requiring adopted w~hout any further
certified directional surveys on all wells. modifications.

The proposed amendment wi. provide the Commission valuabl.e horizontal well information into the hearing record when
determining if correlative rights are being protected in case invoMng directional or horizontal welts. The proposed
emendment does not

143~2.12 GEOPHYSICAL EXPLORATION REQUIREMENTS

43~2·12~4

:Exploraton !provldes the exploration permit expires one
Permit. year after lssued if not commenced
IApplicatlon

.."..",C opposes the propoa.d amendment and feels the requirement Is too onerous and IThe proposed amendments will be
wasteful. They believe the geophyaicil exploration permit should not expire until two adopted wnhout any further
ye.rs after being is.ued. modifications.

Typica.y permits for oil and gas operations are valid for a period of one year and It is appropriate to be consistent between
geophysical exploration permits and the 011 and gas regulatio.ns, which a", related f1ek:ls. The Commission notes there are
provl

~1CR~TE NEWARTlC~~:~~
~~~~~IC j;" ---,.--r.,...lT--j<------.~l.,-'r-~~- ~-I···-···--------,-w·-nf,i-·l--..,.i·l·-----·-----'

lI1tlRAGEOF Creote now article & eIlapto, WorkgloulWuPPo(tll tht propo.ed ,ules but offered 134 geno,al ob.orvotlons .pecific Tho propo.ed ,"tnVltO be ~
CAItBON Ncomm...fid40bta, and suggested wording chl:ngM. • modIfied In responte to no ofthv ThQ ptopl)ud rQJe$wlllbe modified In relpDnn to 130 Of the commonts..

DIOXIDE comments.

Workgroup luggests eliminating the delcription of the lind Iince the Commislion will IThe proposed am.endments wi. be
alreldy hive information Ibout the project since it currently Ixllts. adopted without any further

modifications.

Requires the storage operator and proposed
143-ol-01-oe transferee to include a description of the land
!storage upon which the storage facility is situated.

IFacility Parmitl-------------
ITransfer Requires Commission approval to transfer a

perm".
IWorkgroup luggests delcrlbing the criteria the Comm"llon wi' consider In maki.ng
the decision to approve the transfer.

The proposed amendments win be
adopted wfthout any further
modifications.

The term land Is meant to be broad to describe all land uses. All commission notices currently require explicitly identified
well or facility location for ease of publication. The criteria to be used by the commission are Intentionally broad and should
n

'::-41-41-05 loutlines Information necessary to complete an Iworkgroup suggests removing the bonding and proce.slng ree language from the
F'::~Permit appUcation for e permit. propoled rule and cr••tlng I Iepirate lection in the rules.

The proposed amendments will be
adopted without any further
modifications.

The bond requirement and mechanism for paying the application fee is part of th.e permit application process and should
remein here to make it easier for the reader.

143~S~l.12

Amendment to
C.rbon
Dioxide
Storage
Facility Well
Permits

Requires an amendment to change Injection Iworkgroup believell chlnge In Injection formation should require a project permit
formation or maximum allowable Injection rate. Imendment, not just I well pennlt amendment.

IThe proposed amendments will be
adopted without any further
modifications.

A reservoir can contain multiple formations. The original proposed language would resuh In a review afthe storage facility
permit and require amendment if necessary.
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CONSIDERATION OF ORAL AND WRITTEN COMMENTS

The following is a written record of the Industrial Commission's consideration of all oral
and written comments received regarding its proposed 2010 additions to and revisions of the North
Dakota Administrative Code (NDAC) Chapters 43-02-03, 43-02-04.1 and 43-02-12. The purpose
ofthis record is to comply with North Dakota Century Code (NDCC) § 28-32-11.

I.

INTRODUCTION

On October 15,2009, a public hearing was held pursuant to NDCC § 28-32-11. Notice of
the hearing was published between September 18,2009 and September 24,2009, both inclusive, in
the Ashley Tribune, Golden Valley News, Billings County Pioneer, The Bismarck Tribune,
Bottineau Courant, Burke County Tribune, Bowman County Pioneer, Towner County Record­
Herald, Foster County Independent, Cavalier Chronicle, Griggs County Courier, The Journal,
Devils Lake Journal, Dickinson Press, Carson Press, Grant County News, Dickey County Leader,
Fargo Forum, Steele County Press, McLean County Independent, Walsh County Record, Grand
Forks Herald, Herald-Press, Hazen Star, Adams County Record, Jamestown Sun, Dunn County
Herald, LaMoure Chronicle, Lakota American, Cavalier County Republican, Emmons County
Record, Ransom County Gazette, Mandan News, Traill County Tribune, McClusky Gazette, The
Teller, Benson County Farmers Press, Minot Daily News, Renville County Farmer, Napoleon
Homestead, The Herald, New Rockford Transcript, Turtle Mountain Star, Pierce County Tribune,
Mountrail County Promoter, Steele Ozone & Kidder County Press, Mouse River Journal, Valley
City Times-Record, The Daily News, Center Republican, McKenzie County Farmer, and the
Williston Daily Herald. The hearing was properly noticed pursuant to said rule.

Two persons gave oral testimony regarding the proposed rules at the hearing on October 15,
2009. Note Ron Ness also submitted oral comments in written form at the hearing. Oral comments
were received from the following:

Ron Ness
Sandi Tabor
Sandi Tabor

- North Dakota Petroleum Council (NDPC)
- North Dakota Lignite Energy Council (NDLEC)
- North Dakota Carbon Dioxide Work Group (Workgroup)

In addition to the oral comments, written comments were received from the following:

Sandi Tabor
Lawrence Bender
Lawrence Bender
James Cron
Sue Fuller

- Workgroup
- Counsel for Continental Resources, Inc. (CRI)
- Fredrikson & Byron, P.A. (F&B)
- Ward-Williston Company (WWC)
- Mineral Interest Owner (MID)

The comments received and the responses to those comments are as follows:
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II.
(

COMMENTS

GENERAL RULES AND REGULATIONS
CHAPTER 43-02-03

Note: The NDPC appeared in this matter and indicated their membership has no objection to the rule
changes as proposed in Chapter 43-02-03.

NDAC § 43-02-03-16. APPLICATION FOR PERMIT TO DRILL AND RECOMPLETE.

The proposed amendment clarifies the proposed pad layout, including cut and fill diagrams, must
be submitted with the application for a permit to drill a well.

Comments: WWC Opposes the proposed amendment and believes the cut and fill diagrams
are burdensome, will require the purchase of special software, and is unnecessary for most wells.

Action Taken: The Commission's proposed amendments will be adopted without any
further modifications.

Rationale: The purpose of the proposed amendment is to eliminate ambiguity in the rule.
The Commission currently has the jurisdiction to require such information and the information on (""
cut and fill is extremely valuable. In cases where the pad has very little relief, cut and fill diagrams
could be hand-drawn with little to no additional cost to the applicant. In cases where construction
of the pad will require large volumes of cut and fill, it is critical the Commission receives credible
details and the use of special software may benefit the applicant.

NDAC § 43-02-03-16.3. RECOVERY OF A RISK PENALTY.

The proposed amendment eliminates the allowance ofdelivering the invitation less than thirty days
in unusual circumstances. It also eliminates the allowance of delivery by facsimile transmission
followed within one business day by mailing. It also clarifies an election to participate must be
received by the owner giving the invitation within thirty days of the participating party's receipt of
the invitation.

Comments: Sue Fuller, a MIa, did not oppose any of the proposed changes, although
suggests additional amendments to require a payout statement showing the amount of money to be
recovered before the risk penalty has been satisfied and also an amendment to clarify the risk
penalty percentage allowed against unleased mineral interest owners versus lessees.

Action Taken: The Commission's proposed amendments will be adopted without any
further modifications.

Rationale: Ms. Fuller failed to provide evidence into the record for the Commission to
conclude a problem exists with the current language in the rule. The Commission believes the
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operator ofeach well is providing a list of the actual costs to the working interest owners and there
is no ambiguity in the current rule considering risk penalty percentages between unleased mineral
interest owners versus lessees. Further amendments to this rule should not be considered at this
time.

NDAC § 43-02-03-18. DRILLING UNITS - WELL LOCATIONS.

The proposed amendment eliminates the Commission's ability to issue a 320-acre drilling unit
administratively.

Comments: F&B opposes this proposed amendment and believes it should only apply to
horizontal wells projected to a depth deeper than the Mission Canyon Formation.

Action Taken: The Commission's proposed amendment will be modified to affect only
horizontal wells projected to a depth deeper than the Mission Canyon Formation.

Rationale: The Commission's main concern in amending this rule was to eliminate issuing
an administrative 320-acre drilling unit in the Bakken Pool, since it appears several operators in the
Bakken play find them economically unattractive which may result in tracts remaining undrilled.
The Commission believes the creation of such 320-acre drilling units, after notice and hearing, will
assist the Commission in determining units that will allow the most efficient develop ofthe Bakken
Pool.

NDAC § 43-02-03-19. RESERVE PIT FOR DRILLING MUD AND DRILL CUTTINGS ­
RECLAMATION OF SURFACE.

The proposed amendments allow the Director to require the drill site to be sloped and diked to
divert surface drainage, requires the operator to provide the surface owner at least ten days notice
prior to commencing reclamation work, and requires the Commission to mail a copy of the
approved reclamation notice to the surface owner.

Comments: CRI opposes the amendment to provide a copy of the proposed reclamation
plan to the surface owner. They believe it is burdensome and providing a copy of the "proposed"
plan suggests the surface owner could veto the plan.

WWC opposes the drill site to be sloped and diked to divert surface drainage to prevent pollution.
They believe it will result in undue costs and conflicts with federal law, although no federal law is
cited. They also oppose providing a copy of the proposed reclamation plan to the surface owner
since it will add cost and additional time to the project. They also oppose including the top soil
redistribution in the proposed plan since it adds additional time and cost to a project.

Action Taken: The Commission's proposed amendments will be adopted without any
further modifications.

Rationale: The Commission has experienced that communication between the surface
owner and the company reclaiming a site can be very valuable. Requiring an operator to provide
the owner of the surface a copy of the proposed reclamation work will alert the surface owner that
reclamation work may commence in the near future. The Commission does not intend, nor believe
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intent is insinuated, that a surface owner will have veto power over any proposed reclamation work
submitted to the Commission. It is critical that regional surface drainage be diverted from the drill
site and the Director should have the authority to require such, to prevent pollution of the land
surface and freshwaters. Top soil redistribution is a very important aspect of reclamation and it
should be addressed in the reclamation plan.

NDAC § 43-02-03-19.3. EARTHEN PITS AND OPEN RECEPTACLES.

The proposed amendment clarifies a flare pit must be sufficiently impermeable to provide adequate
temporary containment of fluids and requires saltwater, drilling mud, crude oil, waste oil, or other
waste to be removed from a flare pit within twenty-four hours after being discovered.

Comments: CRI does not oppose the amendments but believes a diked area at the surface
level, not penetrating below the surface, should not be considered a pit and to eliminate ambiguity
should be defined as such.

WWC opposes the amendment and believes the change adds undue cost and time. They
believe allowing seven days for the removal of saltwater, drilling mud, crude oil, waste oil, or other
waste from flare pits should be allowed.

Action Taken: The Commission's proposed amendment will be modified to claritY that pits
and receptacles must be sufficiently impermeable to provide adequate temporary containment of
fluids.

Rationale: The rule addresses earthen pits and open receptacles, both of which are used in
well servicing, plugging operations, and flaring casinghead gas. It is necessary to ensure that such (
pits and receptacles are sufficiently impermeable to provide adequate temporary containment of
fluids. The modification will treat both pits and receptacles as one in the same, therefore, there is
no need to define "pit". Fluids introduced into the flare pit can be cause safety and environmental
concerns and should be removed as soon as possible after their discovery. The Commission does
not believe requiring the removal of such fluids to be onerous to the operator.

NDAC § 43-02-03-21. CASING, TUBING, AND CEMENTING REQUIREMENTS.

The proposed amendment provides guidelines for evaluating cement utilized during cementing
operations of horizontal wells where a single-stage cement job is performed on a long horizontal
lateral. The proposed amendment requires the compressive strength of the filler cement to reach at
least two hundred fifty pounds per square inch within forty-eight hours and at least five hundred
pounds per square inch within ninety-six hours.

Comments: WWC opposes the amendment and believes the requirements are too lenient.
They believe cement should be required to reach a compressive strength of at least two hundred
fifty pounds per square inch within twelve hours and at least five hundred pounds per square inch
within forty-eight hours.

Action Taken: The Commission's proposed amendments will be adopted without any
further modifications.

{

\
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Rationale: Some operators have performed single-stage cement jobs from the terminus of a
long horizontal lateral. It is difficult and risky to perform such cementing jobs under the current
regulations. Allowing relaxed compressive strength requirements will allow operators to retard the
cement, yet still provide effective compressive strengths. WWC's suggested modification is more
stringent than the current regulations and would eliminate the possibility of any operator
performing a single-stage cement job on a long horizontal lateral.

NDAC § 43-02-03-27. PERFORATING, FRACTURING, AND CHEMICALLY TREATING
WELLS.

The proposed amendments allow the Director to require the pre-treatment of casing and for the
operator to notify the Director immediately upon causing damage to the casing or casing seat.

Comments: WWC opposes the amendment and believes the language is too vague and
should refer to fracturing, not perforating and chemical treatments.

Action Taken: The Commission's proposed amendments will be adopted without any
further modifications.

Rationale: The amendments allow the Director to require the pre-treatment of casing when
in his opinion deemed necessary. Perforating and chemical treatments performed vary widely
throughout the state and in some instances may be performed while exerting significant pressure on
casing strings, therefore, it is necessary for the Director to have the authority to require the
pre-treatment ofcasing prior to all treatment operations.

NDAC § 43-02-03-30. NOTIFICATION OF FIRES, LEAKS, SPILLS, OR BLOWOUTS.

The proposed amendment requires the operator to notify the surface owner of any incident that
occurs or travels onto their land and requires the operator to provide a copy ofany written report to
the surface owner.

Comments: CRI opposes the amendment. They believe it would increase administrative
workloads and would be burdensome since it would require constant tracking and updating surface
ownership.

WWC opposes the amendment. They believe requiring the surface owner to be notified of such
incidents could cause unneeded stress and litigation. They suggest the surface owner should be
provided notice only upon the incident travelling offsite, the size of the spill should be taken into
consideration, and the notice to surface owner timeframe is not addressed.

Action Taken: The Commission's proposed amendment will be modified to require the
operator to notify the surface owner within a reasonable time after the incident is discovered and
also provide a copy of the written report to the surface owner within a reasonable time.

Rationale: The Commission believes the surface owner should be notified of spills
reportable to the Commission and companies would not have to maintain surface ownership
records, but rather could search the County Recorder's Office for such documentation.

Page 9 of60



11-25-2009

NDAC § 43-02-03-31. WELL LOG, COMPLETION, AND WORKOVER REPORTS.

The proposed amendment clarifies that geologic reports must be submitted to the Commission if
compiled.

Comments: WWC opposes the proposed amendment. They believe that due to the size of
the reports and the associated costs associated with filing the report, only a one-page summary of
the geologic report should be required to be submitted.

Action Taken: The Commission's proposed amendments will be adopted without any
further modifications.

Rationale: The Commission notes numerous company acquisitions have occurred in the
recent past. Companies use the information contained within the geologic report to assist in
evaluating such potential acquisitions.
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NDAC § 43-02-03-55. ABANDONMENT OF WELLS - SUSPENSION OF DRILLING.

The proposed amendment eliminates the need for the $100 temporarily abandon renewal fee to
actually accompany the request.

Comments: WWC did not oppose any of the proposed changes, although suggests the
language in reference to fees be deleted.

Action Taken: The Commission's proposed amendments will be adopted without any
further modifications.

Rationale: The proposed amendment will provide an economic benefit to the regulated
community. Further amendments to this rule should not be considered at this time.

NDAC § 43-02-03-90.2. OFFICIAL NOTICE.

The proposed amendment will include the certified directional surveys into the evidence of each
case heard by the Commission, unless excluded by the hearing officer.

Comments: WWC did not oppose the proposed change, although believes the language is
poorly worded. They believe it will cause confusion since operators may interpret the change as
requiring certified directional surveys on all wells.

Action Taken: The Commission's proposed amendments will be adopted without any
further modifications.

Rationale: The proposed amendment will provide the Commission valuable horizontal well
information into the hearing record when determining if correlative rights are being protected in
case involving directional or horizontal wells. The proposed amendment does not require
directional surveys to be run, but rather simply allows those on file with the Commission to be
included in the evidence ofeach case.
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GEOLOGIC STORAGE OF CARBON DIOXIDE
CHAPTER 43-02-04.1
(create new chapter)

Note: The NDPC appeared in this matter and indicated their membership supports the comments of
the Workgroup on the Geologic Storage ofCarbon Dioxide.

Comments: The Workgroup supports the proposed rules but offered 134 general
observations, specific recommendations, and suggested wording changes.

Action Taken: The Commission's proposed rules will be modified in response to 130 ofthe
comments.

Action Taken: The Commission's proposed rules will not be modified in response to the
following 4 comments:

Comment: 43-02-04.1-04 (l) b. "Description of the land" is too ambiguous. Would a description
of "farmland" suffice? In addition the Commission will have information about the project and its
location, so it seems unnecessary to include the location in the notice.

Action Taken: The original proposed language will be used.

Rationale: The term land is meant to be broad to describe all land uses. All commission
notices currently require explicitly identified well or facility location for ease of
publication.

Comment: 43-02-04.1-04 (3). It may be useful to describe the criteria the Commission will
consider in making the decision to approve the transfer.

Action Taken: The original proposed language will be used.

Rationale: The criteria to be used by the commission are intentionally broad and should not
be limited until experience in this area is acquired.

Comment: Section 43-02-04.1-04.1 is a very long section. It is comprised of subsections 1,2, and
3. For purposes of making it easier to follow the Workgroup suggests considering two changes.
First, consider whether subsection 1 is necessary. Second, subsection 3 should or at least could be
in a stand alone section.

Action Taken: Section 3 will remain in this section. The bonding and processing fee will
remain in this section.

Rationale: The bond requirement and mechanism for paying the application fee is part of
the permit application process and should remain here to make it easier for the reader.

Comment: 43-02-04.1-06.3 (1). There may be an inconsistency in this subsection. Doesn't a
change in injection formation trigger §43-02-04.1-4.2(I)(b) which states that any use ofa reservoir
not specified in the storage project permit requires an amendment to the permit. This subsection
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suggests that a change in the injection formation requires only an amendment to the well permit.
Does "formation" mean something other than "reservoir?"

Action Taken: The original proposed language will be used.

Rationale: A reservoir can contain multiple formations. The original proposed language
would result in a review of the storage facility permit and require amendment if necessary.

Following are the detailed 130 general observations, specific recommendations, and suggested
wording changes offered by the Workgroup.

A. The Legislative Council's drafting manual prohibits the use of abbreviations and acronyms
in legislation and that rule should be followed in administrative rules as well. As such the
Workgroup suggests using "carbon dioxide" rather than "C02" in the final rule.

Action Taken: The Commission's proposed rules will be modified to use "carbon dioxide"
rather than "C02".

Rationale: The modified proposed rules will be consistent with Legislative Council's
drafting manual.

B. In order to avoid confusion, perhaps a new chapter 43-05 should be created for the new
rules. Article 43-02 deals with "Mineral Exploration and Development" and has little to do
with carbon dioxide storage.

Action Taken: The Commission's proposed rules will be modified to create a new chapter
43-05.

Rationale: The modified proposed rules can be separated from rules for Mineral
Exploration and Development while remaining consistent with and referring to them as
necessary.

C. In light of the fact that the chapter deals with carbon dioxide storage, there is probably no
need to use "C02" before defined terms, i.e. "C02 flow lines", "C02 storage project", etc. If
"C02" is deleted before the defined terms, the terms will need to be re-alphabetized.

Action Taken: The use of"C02" before defined terms will be deleted.

Rationale: The modified proposed rules are being separated from rules for Mineral
Exploration and Development and the entire chapter will deal with carbon dioxide so the
repeated use ofthe term is not necessary.

D. Generally if a term is defined in the governing statute, it need not be defined in the
regulation as well. Some agencies chose to repeat the definitions from the statute in the
regulations to make it easier for the reader. If defmitions are repeated, however, the definitions
in the regulations must mirror the statutory defmitions in order to avoid confusion. While this
is a general comment, specific examples of consistency in definitions between the statute and
proposed rule are cited below.
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Action Taken: The modified proposed rules will be changed to eliminate duplicate
definitions and mirror the statutory definitions.

Rationale: The modified proposed rules will be consistent with statute and existing
department ofmineral resources rules.

43-02-04.1-01. DEFINITIONS. +he Iterms used in tluo1::lghoHt this chapter have the same
meaning as in chapter 43-02-03 and North Dakota Century Code chapter 38-08,. e*eept: Further, in
this chapter:

1. "C02" means carbon dioxide of sufficient purity and quality as to not compromise
the safety and efficiency ofthe reservoir to effectively contain the C02.. [This should be
revised to make it the same as the statutory definition.]

2. "GQ~ storage praject cClosure period" means that period oftime (teA )'ears 1::IAIess
otherwise desigAated b)' eommissioA) from the permanent cessation of carbon dioxide
active CO~ storage prajeot injection operatioAs until the commission issues a certificate
of project completion e*f)iratioA of the C<h storage praject performaAoe bOAd, HAJess
mOAitoriAg efforts follo'li'iAg the operatioAal period demoAstrate to oommissioA that a
differeAt time frame is appropriate.

3. "Commission" means industrial commission the state ageAO)' desigAated b)' the state
for pHrposes of these reg1::lJatioAS. [The Commission is defined in the statute so it does
not need to be included in the rules. However, if it remains in the rules, the definition
should be moved to the correct alphabetical position.]

;

4. "C02 flow lines" means the pipeline transporting the C02 from the CO2 facility
injection facilities to the wellhead. [It is not clear how an "injection facility" is
different from the "well?" Will there be instances when an "injection facility" will be
some distance from the injection well requiring flow lines in between?]

5. "Formation fracture pressure" means the pressure, measured in pounds per square inch,
which, if applied to a subsurface formation, will cause that formation to ph)'sioally
fracture. [Delete the word "physically" unless there are other types of fractures. I

6. "Freshwater" means an underground source of drinking water unless otherwise defined
by the commission.

7. "Geologic Storage" means the permanent or short term underground storage of carbon
dioxide in a reservoir. [This should be revised to make it the same as the statutory
definition.]

8. "C02 injection well" means a well used to inject C02 into or withdraw CO2 from a
reservoir.

9. "Minerals" means coal, oil and natural gas.

10. "CO;6 storage project oOperational period" means the period of time iA during which
injection occurs.
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11. "~ storage projeet p~ermit" means the permit issued by the state or province to
operate a C02 storage project. [This should be revised to make it the same as the
statutory definition.]

12. "~storage projeet p~ost closure period" means that period of tifHe after the
commission has issued a certificate of project completion release of the CO;?, storage
projeet perfoFfHaRee bond.

13. "Reservoir" means for the purposes of these rules any subsurface sand, stratum,
formation, or cavity or void (whether natural or artificially created) including oil and
natural gas reservoirs, saline formations and coal seams, suitable for or capable of
being made suitable for the injection and safe and efficient storage ofC02 therein.
[This should be revised to make it the same as the statutory definition.]

14. "C02 facility" means all surface and subsurface infrastructure including wellhead
equipment, downhole well equipment, compression facilities and C02 flow lines from
injection facilities to wells within the geological storage unit, monitoring
instrumentation, injection equipment, and offices. CO2 facility does not include the
main transportation pipeline to the geological storage unit and pump stations along that
pipeline. [This definition is almost the same as the statutory defmition of"storage
facility." For consistency this tenn should be changed to "storage facility" and revised
to make it the same as the statutory definition.]

15. "~ s~torage projeet operator" means any person, corporation, partnership, limited
liability company, or other entity authorized by the commission to operate a storage
facility and required by commission to hold the permit. [This should be revised to
make it the same as the statutory definition.]

16. "Geological storage unit" means the reservoir used by an entity that holds the
commission permit authorizing C02 injection activities. [The statute includes a
definition for "storage reservoir" and it appears to be the same as the definition for
"geological storage unit." For consistency perhaps "geological storage unit" should be
deleted and the term "storage reservoir" should be used. The term is more descriptive
and there are a number of places in the rules where "storage reservoir" is used. In
addition "Geological storage unit" should be replaced throughout the rules with
"storage reservoir."]

17. "Subsurface observation well" means a well used to observe either eOfHpleted or
reeofHpleted for the purpose of observing subsurface phenomena, including the
presence of C02, pressure fluctuations, fluid levels and flow, temperature, and in situ
water chemistry.
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18. "Underground source of drinking water" means an aquifer or any portion of an aquifer
that thereof vlhich supplies drinking water for human consumption, or in which the
ground water contains fewer than ten thousand milligrams per liter total dissolved solids
and w8ie8 is not an exempted aquifer. [It is not clear under what authority an aquifer is
exempted. The phrase needs to address by what or by whom an aquifer is exempted, i.e.
"", is not an exempted aquifer pursuant to ...".J

Action Taken: The language will be modified to reference the commission's aquifer
exemption authority and criteria.

Rationale: The modified proposed language is more readable and understandable.

5. "C02 storage project" means C02 storage project in entirety including CO2 facility and
geological storage unit. . IGenerally, terms are not defined by including the term itself
in the definition. In this case, the definition for CO~ storage project seems almost the
same as the definition for CO2 facility. Rather than the term "C02 storage project" is
there a different term that may prove to be more useful in the draft rules? Perhaps the a
term like "project area" should be included and defined as "means the storage reservoir
and all above, including the surface, and all below." The comments below incorporate
the "project area" concept. If the Commission agrees with the concept, the definition
needs to be added to this section.]

43-02-04.1-02. SCOPE OF CHAPTER. This chapter The followiag rules aHd regulatioas shall
govem~ the geologic storage of C02. These rules appl)' to all C~ storage operatioas occurriag
withia the territorial jurisdictioa of the state ofNorth Dakota.

Action Taken: The language will be modified as recommended.

Rationale: The modified proposed language is more readable and understandable.

4J 01 04.1 OJ. SITE }.,CCESS. The commissioa shall, at all times, hlf'/e access to aHd ma)'
iaspect all C02 storage operatioas aHd records for the purpose of detefH'liaiag that performaHce is
beiag coaducted ia accordaHce with the CO~ storage projeet pefH'lit, or the re~uiremeats pursuaat to
sectioas 43 02 04.1 03 through 43 02 04.1 09, or ia accordaaee with the orders of eommissioa
appro'liag C02 storage operatioas. [The Commission's access is addressed in §38-22-03(3).
Unless there is some issue regarding the division's authority that needs to be clarified, i.e. to access
a storage facility, there is no reason to include this section and it should be deleted. ]

Action Taken: This section will be modified and renumbered to be consistent with the
books and records sections in the department's underground injection control rules.

Rationale: The period of time that records must be kept and commission access to them
regardless of where they are kept is not included in 38-22-03.
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43-02-04.1-04.1. ~STORAGE PROJECT PERMIT. [In light of the general theory that rules
should avoid periods, i.e. "04.1" this section should be renumbered to "05" and the remaining
sections renumbered accordingly. However, if the section on transferring permits is moved to a
position farther back in the rules, this section should be renumbered to "04."]

Action Taken: This section will be renumbered.

Rationale: The modified proposed rules can be separated from rules for Mineral
Exploration and Development while remaining consistent with and referring to them as
necessary.

[This section is very long section. It is comprised of subsections 1, 2, and 3. For purposes of
making it easier to follow the Workgroup suggests considering two changes. First, consider
whether subsection 1 is necessary. Second, subsection 3 should or at least could be in a stand alone
section.

Action Taken: Section 3 will remain in this section.

Rationale: The mechanism for paying a fee is part of the permit application process and
should remain here to make it easier for the reader.

Subsection 1 has two paragraphs. Paragraph "b" states that a project can not go forward without a
permit, but this requirement is in statute so it does not need to be restated in the rule. Paragraph "a"
begins by stating that the operator has to have in place all needed property rights to run the project.
The question is why does the Commission need to regulate whether the operator has in place the
surface rights to run flow lines, build buildings and roads, locate wells and storage tanks, etc? It
seems obvious that if the operator does not control the surface rights the actual surface owner will
make the fact known to the Commission during the permit hearing. As such, the first sentence of
"a" is overbroad and should be deleted.

What the Commission should be concerned about is the authority to use pore space and to drill
through oil and gas reservoirs and coal seams, On this matter the statute provides the direction and
as such the rules do not need to be duplicative. In particular, §38-22-08(5) and (6) require the
Commission when considering a permit application to find that the operator has made a good faith
attempt to get all pore space owners consent and that at a minimum it will obtain consent from a
minimum of 60% of those owners. Section 38-22-10 empowers the Commission to amalgamate,
that is, to include all non-consenting pore space owners into the project. In sum, these statutory
provisions seem sufficient to address the issue that seems to be addressed in the second sentence of
paragraph "a." Further, the sentence seems poorly drafted. It says that the operator will be
deemed to hold all needed property rights if it has "initiated amalgamation proceedings." The
sentence suggests that the operator will acquire the property rights by merely initiating a
proceeding which is simply not the case.

Finally, the third sentence of paragraph "a" states that an intent to employ amalgamation must be
included in the public notice. This requirement is substantively correct. but should be located in
the section that addresses public notice (§43-02-04.1-5).
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Action Taken: Subsection 1 will be deleted.

Rationale: The necessary requirements are contained in statute.

1. No CO;1 stomge f1rojeet shall ee eOHstrl:letea or ofleratea 'Nithol:lt:

a. The C~ storage f1rojeet oflemtor holaiHg the Heeessary aHa sl:lffieieHt f1FOflerty
rights tor eOHstrl:letioH aHa OfleratioH of the CO~ storage f1rojeet. The C~ stomge
f1rojeet oflemtor is aeemea to ee holaiHg sl:leh rights tor aHy iHaiYial:lal f1roflerty
to the eKteHt that the afIf11ieaHt has iHitiatea amalgamatioH f1rOeeeaiHgs relatea to
that property aHa theree~' gaiHea the right ofaeeess to the propert~'. The iHteHtioH
of the CO;1 storage f1rojeet oflerator to emplo~' amalgamatioH to aeql:lire f1roflerty
rights shallee iHell:laea iH pl:lelie Hotiee as aefiHea iH seetioH 43 02 04.1 05; aHa

e. OetaiHiHg a f1ermit from the eommissioH.

I;!. An ~pplication for !! C~ storage f1rojeet permit must shall ee sl:lemittea to the
eommissioH as reql:lirea aHa shall include the following:

a. A el:lITeHt site map showing the boundaries ofthe geologieal storage reservoir and
mHt; the location of all proposed wells aHa well Hl:lmeer of all proposed~
injeetioH wells, mell:lamg ~' sl:lesl:lrfaee oeseR'atioH 'Neils aRa the loeatioH of all
other wells iHell:laiHg cathodic protection boreholes and the loeatioH of all
pertiHeHt surface facilities within the eOI:lHaary of the C02 storage project; [It is
unclear if this requires the map to show just proposed project wells or proposed t

project wells and existing wells. Since subsection 3 (b) below seems to require (,'
information on existing wells, it seems that this provision is directed at proposed
wells and the Workgroup suggested edits to reflect that conclusion.

Action Taken: The language will be modified as recommended.

Rationale: The modified proposed language is more clear and understandable.

b. A technical evaluation of the proposed~ storage project including but not
limited to the following:

(1) The name of the geological storage unit; [Is there a reason to request the
name of the storage reservoir in (1) when (2) asks for the name of the reservoir to
be used for storage? Or is (2) asking for something different? Is (1) asking for
the name of the entire project? If so, the Workgroup believes it can be deleted for
a couple of reasons. First, the applicant is going to name it something and the
name will be prominently posted throughout the application and supporting
documents. Second, subpart (b) is seeking a "technical evaluation of the project"
and the project name is not a criteria for a technical evaluation. If there is a need
to keep (1) consider revising it to state: "The name of the project area." or "The
name ofthe storage project."]
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Action Taken: The language will be deleted as recommended.

Rationale: The modified proposed language is more readable and understandable.

(2)The name, description, and average depth ofthe storage reservoir ef­

resef\'oirs to be utilizeEi fer geologie CO~ storage;

Action Taken: The language will be modified as recommended.

Rationale: The modified proposed language is more readable and understandable.

(3)A geologic and hydrogeologic evaluation ofthe project area geologieal storage
ffitit, including an evaluation ofall existing information on all geologic strata
overlying the geologieal storage reservoir ffitit including the immediate
caprock containment characteristics and all ElesigBateEi subsurface zones to
be used for monitoring WIleS. The evaluation must shaH include any
available geophysical data and assessments of any regional tectonic activity,
local seismicity and regional or local fault zones, and a comprehensive
description of local and regional structural or stratigraphic features. The
evaluation must describe the shaH feeus OB the proposeEi C~ storage
reservoir's or reservoirs aBEl a EleseriptioB of mechanisms of geologic
confinement, including but not limited to rock properties, regional pressure
gradients, structural features, and adsorption characteristics with regard to
the ability of that confinement to prevent migration of C02 beyond the
proposed storage reservoir. The evaluation must shall-also identify any
productive existing or potential mineral oil anEi Batural gas zones occurring
stratigraphieall)' aboIre, below or within the project area geologieal storage
ffitit and any freshwater bearing horilioBs kflOWB to be ElevelopeEi in the
project area and within one mile of its outside boundary immeEliate YieiBit)'
oithe geologieal storage UBit. The evaluation must shaH include exhibits and
plan view maps showing the following:

Action Taken: The language will be modified as recommended.

Rationale: The modified proposed language is more readable and understandable.
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(a) All wells, including but not limited to, water, oil, and natural gas
exploration and development wells, and other man-made subsurface
structures and activities, including coal mines, within the project area
and within one mile of its the outside boundary onlle geologieal storage
tmit;

Action Taken: The language will be modified as recommended.

Rationale: The modified proposed language is more readable and understandable.

(b) All manmade surface structures that are intended for temporary or
permanent human occupancy within the project area geologieal storage
tmit and within one mile of it's the outside boundary of the geologieal
storage liRit;

Action Taken: The language will be modified as recommended.

Rationale: The modified proposed language is more readable and understandable.

(c) Any regional or local faulting;

(d) An isopach map ofthe proposes C(4 storage reservoir or reservoirs;

Action Taken: The language will be modified as recommended.

Rationale: The modified proposed language is more readable and understandable.

(e) An isopach map of the primary and any secondary containment barrier
for the storage reservoir;

Action Taken: The language will be modified as recommended.

Rationale: The modified proposed language is more readable and understandable.

(f) A structure map of the top and base of the storage reservoir er
reser'loirs;

Action Taken: The language will be modified as recommended.

Rationale: The modified proposed language is more readable and understandable.

(g) Identification of all structural spill points or stratigraphic discontinuities
controlling the isolation of stored C02 and er associated fluids;

Action Taken: The language will be modified as recommended.

Rationale: The modified proposed language is more readable and understandable.
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(h) AR-e~valuation of the potential displacement of in situ water and the
potential impact on groundwater resources, if any; and

(i) Structural and stratigraphic cross-sections that describe the geologic
conditions at the reservoir. [In other provisions in this subsection the
phrase "or reservoirs" is included after the word "reservoir," but it is not
included here creating an inconsistency. The Workgroup questions
whether there is a need to include "or reservoirs." Applicants will know
that if they propose using more than one reservoir for storage they will
have to present all the technical info for each one of the reservoirs. Also
notice that in (i) the word "reservoir" is used, but in other provisions
above the phrase "storage reservoir" is used even though the rule is
discussing the same thing. We encourage the Division to closely review
these provisions to make sure that the terminology is consistent.]

Action Taken: The language will be modified as recommended.

Rationale: The modified proposed language is more consistent and understandable.

(4)A review of the data of public record for all wells within the CO~ stoFage
project area pemHt, which penetrate the storage reservoir or primary or
secondary seals overlying the reservoir ElesigaateEl as the CO~ stoFage
reseIVoir, and all these wells within the project area and that f)eaetrate the
geologie CO~ stoFage reservoir within one mile, or any other distance as
deemed necessary by the commission, of the project area's boundary ef..tRe
geologieal stoFage l:lHit. This review must shall determine if all abandoned
wells have been plugged in a manner that prevents the carbon dioxide
fB:o';efB:eat ofC~ or associated fluids from escaping from the geologie C~
storage reservoir. The review required under this paragraph shall be
conducted by a geologist or engineer; [In the first sentence of this provision
there are two references to "the reservoir" and single references to ''the C02
storage reservoir," "the geologic C02 storage reservoir," and "the geological
storage unit." To remedy the resulting confusion the term "project area" was
inserted.

Action Taken: The language will be modified as recommended.

Rationale: The modified proposed language is more readable and understandable.

(5)The proposed calculated maximum volume and areal extent for the f)rof)osed
geologieal storage reservoir tmit using a method acceptable to and filed with
the commission;

Action Taken: The language will be modified as recommended.

Rationale: The modified proposed language is more readable and understandable.
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(6) The flroflosed maximum bottom hole injection flressure to be utilized at the
storage reseryoir. The mtHdmum allowed injection flressure, measured in
flsig, shall be no greater than ninety flercent or other injection flressures
aflflrOyed b)' the commission of the formation tractUFe flressure as
determined b)' a stefl rate test or other method apflro..'ed b)' the commission.
The geological storage unit shall not be subjected to injection flressures in
excess of the calculated traetuF6 flressure even for short fleriods of time.
Higher ofleratiBg flressures may be allowed if aflflrOyed b)' the commission.
The apfllicatioR, if apflro'led by the commission, shall be subject to any
conditions established b)' the commission. The apfllieation, if aflflFOyed by
the commission, shall be subject to an)' conditions established by the
commission.

[The Workgroup believes the following language should be deleted: "no
greater than ninety percent or other injection pressures approved by the
commission of the formation fracture pressure as determined by a step rate
test or other method approved by the commission. The geological storage
unit shall not be subjected to injection pressures in excess of the calculated
fracture pressure even for short periods of time. Higher operating pressures
may be allowed if approved by the commission. The application, if
approved by the commission, shall be subject to any conditions established
by the commission;"

Replace with "approved by the commission and specified in the permit. In
approving a maximum injection pressure limit, the commission shall
consider the results of well tests and other studies that assess the risks of
tensile failure and shear failure. The commission shall approve limits that,
with a reasonable degree of certainty, will avoid initiating a new fracture or
propagating an existing fracture in the confining zone or cause the
movement of injection or formation fluids into an underground source of
drinking water." With these changes the section will read as follows:]

(6) The proposed maximum bottom hole injection pressure to be utilized at the
reservoir. The maximum allowed injection pressure, measured in psig, shall
be approved by the commission and specified in the permit. In approving a
maximum injection pressure limit, the commission shall consider the results
of well tests and other studies that assess the risks of tensile failure and
shear failure. The commission shall approve limits that, with a reasonable
degree of certainty, will avoid initiating a new fracture or propagating an
existing fracture in the confining zone or cause the movement of injection
or formation fluids into an underground source ofdrinking water.

Action Taken: The language will be modified as recommended.

Rationale: The modified proposed language is more readable and understandable.
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(7)The flroflosea maKimHm loog term geologieal storage reseryoir Hoit flreSSHre
afla the oeeessary teekoieal aata to SHflflort tke flroflosea geologieal storage
Hoit storage flressHre reqHest. [The Workgroup recommends that this
language be deleted in its entirety.]

Action Taken: The language will be deleted as recommended.

Rationale: The information required by the deleted proposed language is already governed
by the commission decision in section 6.

c. The extent of the CO2, determined by utilizing all available geologic and
reservoir engineering information, and the projected response and storage
capacity ofthe geological storage unit; [It is not clear what "extent of the carbon
dioxide" means. It appears that the Division is referring to the migration of the
CO, in the storage reservoir. If this is true, the language needs to be clarified.
Suggested language is included below.]

The extent of the CO~, determined by utilizing all aoorooriate geologic and
reservoir engineering information and reservoir analysis, which may include but
is not limited to various computational models if appropriate for reservoir
characterization, and the projected response and storage capacity of the geologic
storage unit.

Action Taken: The language will be modified as recommended.

Rationale: The modified proposed language is more readable and understandable.

d. A detailed description of the storage flroflosea CO;; facility's public safety and
emergency response plan. The plan must shall detail the safety procedures
concerning the facility and residential, commercial, and public land use within
one mile [1.61 kilometers], or any other distance set as aeemea oeeessaF)' by the
commission, of the outside boundary of the GQ~ storage project area ~. The
public safety and emergency response procedures must skall-include contingency
plans for CO2 leakage from any well, flow lines or other flermittea facility and ~

The flHblie safet)' afla emergeoe~' resfloose flroeeaHres skall also identify specific
contractors and equipment vendors capable of providing necessary services and
equipment to respond to such C<h iRjeetioo 'Nell leaks and er loss of
containment from ~ injeetioo wells or the~-storage reservoir. These
emergency response procedures must SkOHlEl be reviewed and updated annually
as oeeessary tkroHgkom tke ofleratiooal life oftke flermittea storage faeilities;

Action Taken: The language will be modified as recommended.

Rationale: The modified proposed language is more readable and understandable.
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e. A detailed worker safety plan that addresses CO2 safety training and safe working
procedures at the storage G(h facility;

Action Taken: The language will be modified as recommended.

Rationale: The modified proposed language is more readable and understandable.

f. A corrosion monitoring and prevention plan for all wells and surface facilities;

g. A G(h faeilit)' leak detection and monitoring plan for all wells and surface
facilities. The approved leak deteetion and monitoring plan must shall address:

Action Taken: The language will be modified as recommended.

Rationale: The modified proposed language is more readable and understandable.

(1) Identifyieation the efpotential for release to the atmosphere;

Action Taken: The language will be modified as recommended.

Rationale: The modified proposed language is more readable and understandable.

(2) Identify Identifieation of potential degradation of groundwater resources
with particular emphasis on underground sources ofdrinking water; and

Action Taken: The language will be modified as recommended.

Rationale: The modified proposed language is more readable and understandable.

(3) Identify Identifieation of potential migration of carbon dioxide GQ~ into any
mineral zone in the project area oYerl)'ing oil and natural gas resePt'oirs.

Action Taken: The language will be modified as recommended.

Rationale: The modified proposed language is more readable and understandable.
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h. A geelegieal stofage l:lHit leak detection and monitoring plan utilizing subsurface
observation wells to monitor any movement of the C02 'Iolmne outside of the
permitted geologieal storage reservoir HHit. This may include the collection of
baseline information of C02 background concentrations in groundwater, surface
soils, and chemical composition of in situ waters within the project area and the
geologiealstorage reservoir and within one mile of the project area's outside
boundary HHit. [Does the state need baseline data from outside the storage
reservoir in order to determine if the CO2 is migrating beyond the project
boundary? If so, the "one mile" language is suggested to provide the data.]
Provisions in the The apf3ro'led sl:l9sl:lrfaee leak deteetioH aHd mOHitoriHg plan
will shall be dictated by the site characteristics as documented by materials
submitted in support of the permit application but must with regard to CO~

eoHtaiHmeHt and address:

Action Taken: The language will be modified as recommended.

Rationale: The modified proposed language is more readable and understandable, and will
provide better baseline data.

(1) Identify the IdeHtifieation of potential for release to the atmosphere;

Action Taken: The language will be modified as recommended.

Rationale: The modified proposed language is more readable and understandable.

(2) Identify Identifieation of potential degradation of groundwater resources
with particular emphasis on underground sources ofdrinking water; and

Action Taken: The language will be modified as recommended.

Rationale: The modified proposed language is more readable and understandable.

(3) Identify IdeHtifieation of potential migration of carbon dioxide~ into any
mineral zone in the project area o'ierlyiHg oil aHd namral gas reser'loirs.

Action Taken: The language will be modified as recommended.

Rationale: The modified proposed language is more readable and understandable.
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i. The proposed well casing and cementing program detailing compliance with
section 43-02-04.1-06;

J. A performance bond coyering the sl:lrface facility to the commission in an amol:lnt
as established b:y the commission. The amol:lnt of the bond shaH be sl:lfficient to
provide financial aSSilrance to the commission to cover the abandonment of the
C~ storage project or remediation of facility leaks shol:lld the CO;1 storage
project operator not perform as re~l:Iired or cease to exist. The C~ storage
project bond shall be maintained for ten )'ears after closl:lre of the facilit)' in
accordance with section 43 02 04.1 09;

k. A performance bond for each CO,J injection and sl:lbsl:lrface observation well to
the commission in an amol:lnt as established b)' the commission. The amol:lnt of
the bond shall be sl:lfficient to provide financial assl:lrance to the commission to
coyer the pll:lgging and abandonment or the remediation of a C~ injection or
sl:lbsl:lrface obseryation well shol:lld the C~ storage project operator not perform
as re~l:Iired in accordance with the permit or cease to e}dst;
[Rather than two sections on bonding, the Workgroup is suggesting the following
language. In addition, in an effort to shorten this section, the Division should
consider moving the bonding requirements to a stand alone section or combine
them with a new section on application fees, thereby putting all the "money"
issues in one section.]

j. A performance bond in an amount and under terms set by the commission to
provide it with funds sufficient to satisfy any regulatory obligation that the
storage operator fails to fulfill. If the commission uses a part of the bond, the
storage operator shall immediately replenish the bond or secure a new bond to
ensure that the full bond amount set by the commission is maintained.

(,

15; 1. Any other information that the commission requires; and

1ffi. A closure plan.

[As suggested above, this could be part of separate section.]

Action Taken: The bonding and processing fee will remain in this section.

Rationale: The bond requirement and mechanism for paying the application fee is part of
the permit application process and should remain here to make it easier for the reader.
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~. Any person filing a permit application establishing a new C~ storage project or an
application to amending an existing a C~ storage project permit shall pay ~

processing an application fee ana a processing fee to be deposited in the carbon aioxiae
storage aaministration mna. [§38-22-05 states that the applicant is to pay a fee in an
amount set by Commission rule and based on the anticipated cost of processing the
application. As such there does not seem to be authority to charge an application fee.
10 light of this, this subsection needs to be renumbered.]

Action Taken: The language will be deleted as recommended.

Rationale: The modified proposed language is consistent with the authorizing statute.

a. Application fee. A nonrefunaable filing fee of one hl:lnarea fift)' aollars ml:lst be
sl:lbmittea ';'lith the permit application.

b. Processing fee. The applicant shall Pit)' a processing fee will be based on actual
processing costs, including computer data processing costs, incurred by the
commission:. the cost of which wOl:lla exceea one hl:lnarea fifty sollars as
aeterminea by the commission. The follo....'ing proceal:lres ana criteria will be
I:ltilizea in establishing the fee:

(I) A record of all application i*'Fffiit processing costs incurred must be
maintained by the commission.

Action Taken: The language will be modified as recommended.

Rationale: The modified proposed language is more readable and understandable.

(2) Promptly after receiving an application, Upon reEJ:l:lest, the commission,.-ffi
oonsl:lltation with the applicant, shall will prepare and submit to the
applicant an estimate of the processing fee ana a eayment the billing
scheal:lle that will be wilizea in processing the applioation. If the applicant
ohooses, the applicant may withara''''' the application at this point ....lithol:lt
plt)'ing any prooessing fees.

Action Taken: The language will be modified as recommended.

Rationale: The modified proposed language is more readable and understandable.

(3) After the commission's work on the application has concluded, fiBaI.
determinations on the application haye been maae, a final statement will be
sent to the applicant containing the remaining actl:lal processing costs
inol:lrrea by the department. The full processing fee must be paid before the
commission issues its final decision on an application.

Action Taken: The language will be modified as recommended.

Rationale: The modified proposed language is more readable and understandable.
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(4) The applicant must pay the processing fee regardless of whether a permit te
eORstrlfet is issued or,denied, or the application withdrawn.

Action Taken: The language will be modified as recommended.

Rationale: The modified proposed language is more readable and understandable.

2. The commission has one year from the date an application is deemed complete to issue
a [mal decision regarding the application.

Action Taken: The language will be modified as recommended.

Rationale: The modified proposed language sets a reasonable time frame within which
stakeholders can expect a decision.

43-02-04.1-04. (;(h STORAGE PROJECT PERMIT TRANSFER.

[It seems like the issue of transferring a permit should be considered in the rules after the
provisions for applying and securing a permit. As such, this section should be moved.]

Action Taken: The section will be moved as recommended.

Rationale: The modified proposed order is more logical.

1. Traasfer RNotification by transferor. The G(h 5!orage projeet operator shall notifY the
commission, in writing, iR sHeh form as eommissioR m~' direet, of any proposed
permit the sale, assigRmeRt, transfer, eOR'/e)'aaee, eKehaage, or other dispositioR of the
CCh storage projeet b)' the operator of the C<h storage projeet as soOR as is reasoRabl)'
possible, blft iR RO e'/eRt later thaa the date that the sale, assiglHReRt, traasfer,
eOR'leyaRee, eKehaRge, or other dispositioR beeomes final. The operator shall Rot be
relieved of respoRsibilit)' for the CO~ storage projeet HRtH eommissioR approves the
sale, assigRmeRt, traasfer, eOR'/eyaaee, eKehaage, or other dispositioR, iR vlritiRg, aad
the persoR or eHtit)' aeqHiriRg the C<h storage projeet is iR eompliaaee vt'ith all
appropriate reqairemeRts. [The preceding sentence should be deleted because its
substance is obvious and seems out of place. This provision is talking about the notice
to the Commission. If the pelmit holder's continued responsibilities need to be
addressed it should be done in a different section of the rule.] The operator's notice
shall contain all-efthe following:

Action Taken: The language will be deleted as recommended.

Rationale: The necessary elements are can be addressed in the requirement for commission
approval.
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a. The name and address of the person er entity to whom the permit is to be G(h
sterage prejeet ,vas er will be sela, assignea, transferred, eenveyea, exehangea,
er ethenvise aispesea.

Action Taken: The language will be modified as recommended.

Rationale: The modified proposed language is more readable and understandable.

b. The name of the permit subject to transfer and location of the CO2 storage
project, and a description of the land upon which the CO2 storage project is
situated. ["Description of the land" is too ambiguous. Would a description of
"farmland" suffice? In addition the Commission will have information about the
project and its location, so it seems unnecessary to include the location in the
notice.]

Action Taken: The original proposed language will be used.

Rationale: The term land is meant to be broad to describe all land uses. All commission
notices currently explicitly identifY the well or facility location for ease of publication.

c. The date that the storage operator desires the proposed transfer to occur. sale;
assignffient, transfer, een'/e~'anee, exehange, er ether aispesitien beeeffies final.

Action Taken: The language will be modified as recommended.

Rationale: The modified proposed language is more readable and understandable.

d. The aate when pessessien 'Nas er 'llill be relinEIuishea by the eperater as a result
ef that aispesitien. [Is this information necessary? It seems like the date of the
permit transfer would be the date when possession and responsibility occur. In
addition this also seems like an issue the Commission would address in its order
approving the transfer.]

Action Taken: The language will be deleted as recommended.

Rationale: The proposed language is not necessary because the date will be determined by
commission order.

2. Transfer ftNotification by transferee. Every person er entity who seeks to acquires-~

permit from a storage operator shall the right te eperate a GO;?; sterage prejeet, 'Nhether
by purehase, transfer, assignffieftt, eenve~'anee, exehange, er ether aispesitien, shall, as
seen as it is reasenably pessible, but net later than the aate '""hen the aeEIuisitien ef the
G(h storage prejeet beeeffies final, notifY the commission in writing, of that intent the
persen's er enti~['s eperatien. The notice must include aeEIuisitien ef a CO~ sterage
prejeet shall net be reeegn~ea as eeffiplete by eefBIHissien until the new eperater
previaes all efthe following material:

a. The name and address of the current persen er enti~[ ft'effi wheffi the GO~-storage

operator prejeet was aeEIuirea.
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b. The name of the permit subject to transfer aRd loeation of the C~ stOl:age
projeet, aRd a deseriptioR of the laRd upon vlhieh the CCh storage projeet is
situated.

c. The date when the transferee desires the proposed transfer to occur aeEfuisition
heeomes final.

d. The date '""hen possession was or vlillhe aeEfuired.

eg. Performance bonds required by section Geologie CO~ storage regulations 43-02­
04.1-04.1.

Action Taken: The language will be modified as recommended.

Rationale: The modified proposed language is more readable and understandable.

[Overall it seems unnecessary to require both the transferor and the transferee to file notices.
To streamline the process consider requiring the transferor to file the notice with the
information contained in subsection 2, or require the notice to be submitted and signed jointly
by the storage operator and the proposed transferee.]

Action Taken: The section will be modified to provide for a joint notification as
recommended.

Rationale: The modified proposed language is more streamline and understandable.

3. Commission review. The commission shall review the proposed transfer to ensure that
the purposes of North Dakota Century Code Chapter 38-22 are not compromised but are
promoted. For good cause the commission may deny a transfer request. delay acting on it and
place conditions on its approval. [It may be useful to describe the criteria the Commission
will consider in making the decision to approve the transfer.]

Action Taken: The original proposed language will be used.

Rationale: The criteria to be used by the commission are intentionally broad and should not
be limited until experience in this area is acquired.

4. Commission approval required. A permit transfer can occur only upon the
commission's written order. [This clarifies the final action required for the transfer to

be effective.]

Action Taken: The language will be modified as recommended.

Rationale: The modified proposed language is more readable and understandable.
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43-02-04.1-04.2. [Eliminate the ".2" and renumber according to prior comments.] AMENDING
AMENDMENT TO CO~ STORAGE PROJECT PERMIT.

1. The following changes to !! the original CO~ storage projeet permit eonditions will
require compliance with all the provisions of section 43-02-04. I-04. I [This needs to be
changed consistent with earlier changes in numbering].

Action Taken: The section will be re-numbered as recommended.

Rationale: The modified proposed order is more readable and understandable.

a. Any change in the original areal extent of the~ storage project permit;

Action Taken: The language will be modified as recommended.

Rationale: The modified proposed language is more readable and understandable.

b. Using a Utilization of other reservoirs not specified in the original C~ storage
projeet permit;

Action Taken: The language will be modified as recommended.

Rationale: The modified proposed language is more readable and understandable.

c. Any proposed increase in the permitted C02 storage volume; and

Action Taken: The language will be modified as recommended.

Rationale: The modified proposed language is more readable and understandable.

d. Any change in the chemical composition of the injected C02 from the C02
eomposition at the time ofpermitting.

Action Taken: The language will be modified as recommended.

Rationale: The modified proposed language is more readable and understandable.

2. Qther ~significant changes to appro¥ed operational methods and procedures parameters
contained in the original CO~ storage projeet permit or upon which the permit was based
permit will require compliance with section 43-02-04.1-04.1.(2) This needs to be changed
consistent with earlier changes in numbering].

Action Taken: The section will be re-numbered as recommended.

Rationale: The modified proposed order is more readable and understandable.
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43-02-04.1-05 This needs to be changed consistent with earlier changes in numbering]

Action Taken: The section will be re-numbered as recommended.

Rationale: The modified proposed order is more readable and understandable.

AMALGAMATION OF SUBSURFACE RIGHTS TO OPERATE GEOLOGICAL
STORAGE UNIT.

1. Eaeh applieatioR refl:l:liredl:lRder seetioR 43 Q2 Q4.l Q4.l shall iRell:lde a pl:lBlie heariRg
Befure the eommissioR fur the pl:lFposes ofjoiRiRg the ReeessaF)' property oJllRership
rights, as defiRed B)' the state. [This is required in §38-22-06(l) so it does not need to
be included in the rule.]

Action Taken: The section will be deleted as recommended.

Rationale: The language is unnecessary because it is contained in the statute.

2. On or before the date a permit application is filed with the commission, the Eaeh
applicant fur a CCh storage prejeet shall give the following notice that it has filed the
of the filiRg of aR application OR or Befure the date the applieatioR is filed with the
eommissioR By mailiRg Rotiee via first elass mail to the fullovliRg: [The method of
service is described in §38-22-06(6) so it does not need to be included in the rule.

Action Taken: The section will be deleted as recommended.

Rationale: The language is unnecessary because it is contained in the statute.

a. Each operator of mineral ~'droearBoR or other miReral extraction activities,--ef
miReral lessee of reeord within one-half mile outside of the project area eKtemal
to the BOl:lRdaF)' of the proposed CCh storage prejeet peFR'lit;

Action Taken: The language will be modified as recommended.

Rationale: The modified proposed language is more readable and understandable.

b. Each mineral lessee of record within the project area and within one-half mile of
its outside boundary.

~ b. Each owner of record of the surface propert)' aRd miRerals within the project area
and one-half mile of its outside boundary BOl:lRdaries of the proposed CCh storage
prejeet peFR'lit;

Action Taken: The language will be modified as recommended.

Rationale: The modified proposed language is more readable and understandable.
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d. Each owner of record of minerals within the project area and within one-half mile
of its outside boundary.

~e. Each owner and each lessee of record of the pore space within the storage
reservoir and within one-half mile of the reservoir's boundary; sl:Ittaee property
aRd minerals withiR ORe half mile [.gO kilometer] t*temal to the eOl:lRdaF)' of the
proposed C<h storage projeet perm.it; and

Action Taken: The language will be modified as recommended.

Rationale: The modified proposed language is more readable and understandable.

d. Any other persons f*H'ties as required by the commission.

Action Taken: The language will be modified as recommended.

Rationale: The modified proposed language is more readable and understandable.

3. The age¥e notice must shall contain:

Action Taken: The language will be modified as recommended.

Rationale: The modified proposed language is more readable and understandable.

a. A a legal description of the land overlying the proposed C<h storage reservoir
projeet perm.it aloRg •....ith the date, time aRd plaee of the heariRg eefore the eommissioR
aRd iRell:lde Rotiee of the right to file eommeRts.

Action Taken: The language will be modified as recommended.

Rationale: The modified proposed language is more readable and understandable.

b. The date, time and place that the commission will hold a hearing on the permit
application.

c. A statement that a copy of the permit application may be obtained from the
commission.

d. A notice of the right to file comments.
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4. In addition to mail notiee of the above parties, p£ublic notice via publication shall be
required. [Language should be inserted clarifying whether the applicant or the
commission is responsible for publication.] The public notice must state shall indieate
that an application has been filed with the commission for permission to store carbon
dioxide a C~ stoFage pFOjeet and describe indieate the location of the proposed project
area and the date, time and place of the hearing before the commission at which time
the merits to deteFHline iSSHaRee of the application will be considered. Publication shall
be in a newspaper of statewide circulation as selected by the commission, and in the
county newspaper of each county in which the CQrstorage project is located. The
notice shall indicate that objections may be filed within fifteen days of the date of
publication.

Action Taken: The language will be modified as recommended.

Rationale: The modified proposed language is consistent with current commission practice.

5. Objections received by the commission shall be in writing and specify the nature of the
objection.

6. Upon Fevie..'" of the applieation sHbmitted in aeeoFdanee '+'lith seetion 43 02 04.1 04.1
aRd following the pHblie heaFing speeified in this seetion, aHthoFi~ation to eommenee
6onstmetion of the C~ stoFage pFOjeet shall be issHed following appFo'/al b~' the
eommission. [This seems obvious and oflittle value to the rule.]

Action Taken: The section will be deleted as recommended.

Rationale: The language is unnecessary.

43-02-04.1-06. ~ STOR,.....GE PROJECT WELL PERMIT APPLICATION
REQUIREMENTS

1. Following receipt of a permit authoFi~ation to eommenee the C<h stoFage pFOjeet
issHed b~' the eommission in aeeoFdanee 'i'lith seetion 43 02 04.1 04.1 , the storage
operator applieam shall submit applications to drill deepen, convert operate or, upon
demonstration of mechanical integrity, re-enter a previously plugged and abandoned
well for the C02 storage purposes.

Action Taken: The language will be modified as recommended.

Rationale: The modified proposed language is more readable and understandable.

2. Application for permits to drill, deepen, convert, operate or re-enter (dFill OHt a
pFe'/ioHsl)' plHgged well) OF opemte a well must shall be submitted on a form as
prescribed by the commission and must sftall-include at a minimum:

Action Taken: The language will be modified as recommended.

Rationale: The modified proposed language is more readable and understandable.
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a. A plat prepared by a licensed land surveyor showing the location of the proposed
CO2 injection or subsurface observation well. The plat must shall be drawn to the
scale of one inch [25.4 millimeters] equals one thousand feet [304.8 meters],
unless otherwise directed stipulated by the commission and must shall show
distances from the proposed well to the nearest geelegieal storage reservoir i:HHt
boundary. The plat must shall show the latitude and longitude of the well in
decimal degrees to five significant digits. The plat must shall-also show the
location and status ofall other wells that have been drilled within one-fourth mile
[402.34 meters], or any other distance deemed necessary by the commission, of
the proposed C02 injection or subsurface observation well;

Action Taken: The language will be modified as recommended.

Rationale: The modified proposed language is more readable and understandable.

b. A pregnesis speeifying t Ihe drilling, completion, or conversion procedures for
the proposed~ injection or subsurface observation well;

Action Taken: The language will be modified as recommended.

Rationale: The modified proposed language is more readable and understandable.

c. A well bore schematic showing the name, description, and depth of the storage
prepesed reservoir and the depth of the deepest underground source of drinking
water; a description of the casing in the~ injection or subsurface observation
well, or the proposed casing program, including a full description of cement
already in place or as proposed; and the proposed method of testing casing before
use ofthe C02 injection well;

Action Taken: The language will be modified as recommended.

Rationale: The modified proposed language is more readable and understandable.

d. A geophysical log, if available, through the storage reservoir to be penetrated by
the proposed~ injection well or if an~ injection or subsurface observation
well is to be drilled, a complete log through the reservoir from a nearby well is
permissible. Such log must shall be annotated to identify the estimated location
of the base of the deepest underground source of drinking water, showing the
stratigraphic position and thickness ofall confining strata above the reservoir and
the stratigraphic position and thickness of the reservoir.

Action Taken: The language will be modified as recommended.

Rationale: The modified proposed language is more readable and understandable.
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No later than the conclusion of well drilling and completion activities, a permit
application shall be submitted to operate an.~ injection well and must shall include
at a minimum:

Action Taken: The language will be modified as recommended.

Rationale: The modified proposed language is more readable and understandable.

a. A schematic diagram ofthe surface injection system and its appurtenances;

b. A final well bore diagram showing the name, description, and depths of the
storage reservoir and the base of the deepest underground source of drinking
water; a diagram of the ~ injeetioH well depicting the casing, cementing,
perforation, tubing, and plug and packer records associated with the construction
of the~ injeetioH well;

Action Taken: The language will be modified as recommended.

Rationale: The modified proposed language is more readable and understandable.

c. The well's A-complete dual induction or equivalent log through the storage
reservoir of the CCh injeetioH well. Such ~ log for wells drilled for CCh iRjeetioH
o13eratioHs shall be run prior to tfte setting ef casing through the~ storage
reservoir. Logs must shall be annotated to identify the estimated location of the
base of the deepest underground source of drinking water, showing the
stratigraphic position and thickness of all confining strata above the storage
reservoir and the reservoir's stratigraphic position and thickness of the reseryoir
unless that information has been previously submitted. When approved in
advance by the commission, this information can be demonstrated with a dual
induction or equivalent log run in a nearby well or by such other method
acceptable to the commission;

Action Taken: The language will be modified as recommended.

Rationale: The modified proposed language is more readable and understandable.

d. An affidavit specifying the chemical constituents of the injection stream other
than carbon dioxide~ and their relative proportions;

Action Taken: The language will be modified as recommended.

Rationale: The modified proposed language is more readable and understandable.
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e. Proof that the long string of casing of the CO;J iBjeotioR well is cemented
adequately so that the carbon dioxide~ is confined to the geologioal storage
reservoir ooit. Such proof must shall be provided in the form of a cement bond
log or the results of a fluid movement study or such other method specified by the
commission; and

Action Taken: The language will be modified as recommended.

Rationale: The modified proposed language is more readable and understandable.

f. The results of a mechanical-integrity test, if applicable to well type, of the casing
in accordance with the pressure test requirements, of this section, if a test was run
within one calendar year preceding the request for iSSliaROe of a conversion
permit for a previously drilled well.

Action Taken: The language will be modified as recommended.

Rationale: The modified proposed language is more readable and understandable.

43-02-04.1-06.1. [Renumber in accordance with prior comments regarding the use of"." in section
numbering]. (;(h STOIU...CE PROJECT WELL PERMIT ISSUANCE.

Action Taken: The section will be re-numbered as recommended.

Rationale: The modified proposed order is more readable and understandable.

1. Upon review and approval ofthe application to drill, deepen, convert, re-enter (drill Olit
a fJrelliolisly fJlligged 'Nell) or operate Cl!! ~injection well, submitted in accordance
with section 43-02-04.1-06, the commission shall issue permits to drill and operate.

Action Taken: The language will be modified as recommended.

Rationale: The modified proposed language is more readable and understandable.

2. A permit shall expire twelve months from the date of issued issl:laRoe if the permitted
well has not been drilled, deepened, re-entered, operated, or converted.

Action Taken: The language will be modified as recommended.

Rationale: The modified proposed language is more readable and understandable.

43-02-04.1-06.2. [Renumber in accordance with prior comments regarding the use of"." in section
numbering]. CO~ STOIU...CE PROJECT WELL OPERATIONAL STANDARDS.

Action Taken: The section will be re-numbered as recommended.

Rationale: The modified proposed order is more readable and understandable.
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1. Surface casing in all newly drilled CO2 injection and subsurface observation wells
drilled below the underground source of drinking water must sftal.l. be set fifty feet
below the base of the Fox Hills formation and cemented pursuant to section 43-02-03­
21.

Action Taken: The language will be modified as recommended.

Rationale: The modified proposed language is more readable and understandable.

2. The long string casing in all C02 injection and subsurface observation wells must sftal.l.
be cemented pursuant to section 43-02-03-21.

Action Taken: The language will be modified as recommended.

Rationale: The modified proposed language is more readable and understandable.

3. Any liner set in the wellbore must sftal.l. be cemented with a sufficient volume of
cement to fill the annular space to the s\::lrfaee.

Action Taken: The language will be modified as recommended.

Rationale: The modified proposed language is more readable and understandable.

4. All cements used in the cementing of casings in C02 injection and subsurface
observation wells must sftal.l. be of sufficient quality to maintain well integrity in the
C02 injection environment.

Action Taken: The language will be modified as recommended.

Rationale: The modified proposed language is more readable and understandable.

5. All casings must sftal.l. meet the standards specified in either of the following
documents, which are hereby adopted by reference:

Action Taken: The language will be modified as recommended.

Rationale: The modified proposed language is more readable and understandable.

a. "The most recent American petroleum institute bulletin on performance
properties ofcasing, tubing, and drill pipe; or

b. "Specification for casing and tubing (United States customary units)," American
petroleum institute specification 5CT, as published by the American petroleum
institute in October 1998; or
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c. Section 43-02-03-21 other casing as approved by the commiSSion. [This
requirement needs to be clarified since it does not make sense as written.]

Action Taken: The language will be modified as recommended.

Rationale: The modified proposed language is more readable and understandable.

6. All casings used in new wells must sHall be new casing or reconditioned casing of ~

e<jHivaleRt quality equivalent to new casing and that has been pressure-tested in
accordance with the requirements of subsection (5) of section 43-02-04.1-06.2. For
new casings, the pressure test conducted at the manufacturing mill or fabrication plant
may be used to fulfill the requirements of subsection (5).

Action Taken: The language will be modified as recommended.

Rationale: The modified proposed language is more readable and understandable.

7. The location and amount of cement behind casings must sHall be verified by a cement
bond log, cement evaluation log, or any other evaluation method approved by the
commission.

8. All~ injection wells must sHall be completed with and injection must 5hall-be
through tubing and packer.

Action Taken: The language will be modified as recommended.

Rationale: The modified proposed language is more readable and understandable.

9. All tubing strings must sHall meet the standards contained in subsection (5) of section
43-02-04-1.06.2. All tubing must sHall be new tubing or reconditioned tubing of ~
quality equivalent <jHality to new tubing and that has been pressure-tested. For new
tubing, the pressure test conducted at the manufacturing mill or fabrication plant may
be used to fulfill this requirement.

Action Taken: The language will be modified as recommended.

Rationale: The modified proposed language is more readable and understandable.

10. All wellhead components, including the casinghead and tubing head, valves, and
fittings, must sHall be made of steel having operating pressure ratings sufficient to
exceed the maximum injection pressures computed at the wellhead and to withstand
the corrosive nature of carbon dioxide ~. Each flow line connected to the wellhead
must sHall be equipped with a manually operated positive shutoff valve located on or
near the wellhead.

Action Taken: The language will be modified as recommended.

Rationale: The modified proposed language is more readable and understandable.
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11. All packers. packer elements. or similar equipment critical to the containment of
carbon dioxide~ must shall be of a quality to withstand exposure to carbon dioxide
G(h.

Action Taken: The language will be modified as recommended.

Rationale: The modified proposed language is more readable and understandable.

12. All injection wells must have at all times Aan accurate. operating pressure gauge or
pressure recording Ele·/iee shall ee a'/ailaele at all times. aHEl all iRjeetioH wells shall ee
eEtuiflfleEl for iHstallatioH aHEl ofleratioR of sueh gauge or E:ie'liee. Gauges must sRall-be
calibrated as required by the commission and evidence of such calibration must shall
be available to the commission upon request.

Action Taken: The language will be modified as recommended.

Rationale: The modified proposed language is more readable and understandable.

13. All newly drilled wells must sRall-establish internal and external mechanical integrity
as specified by the commission and demonstrate continued mechanical integrity
through periodic testing as determined by the commission. All other eKistiRg wells to
be used as GG~ injection wells must will demonstrate mechanical integrity as specified
by the commission prior to use for G(h-injection and be tested on an ongoing basis as
determined by the commission using these methods:

Action Taken: The language will be modified as recommended.

Rationale: The modified proposed language is more readable and understandable.

a. Pressure tests. ~ linjection wells. equipped with tubing and packer as
required. must shall be pressure tested as required by the commission. A testing
plan must sRall-be submitted to CO2 the commission for prior approval. At a
minimum. the pressure must sRall-be applied to the tubing casing annulus at the
surface for a period of thirty W minutes and must shall have no decrease in
pressure greater than ten .w percent of the required minimum test pressure. The
packer must shall be set at a depth at which the packer will be opposite a
cemented interval of the long string casing and must shall be set no more than
!illY...W feet above the uppermost perforation or open hole for the G(h storage
reservoir; and

Action Taken: The language will be modified as recommended.

Rationale: The modified proposed language is more readable and understandable.

b. The commission may require additional testing such as a bottom hole temperature
and pressure measurements. tracer survey. temperature survey. gamma ray log.
neutron log. noise log. casing inspection log. or a combination of two or more of
these surveys and logs. to demonstrate mechanical integrity.
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14. Supervisioe of meelumieal iHtegrity testieg. The commission has the right to~
witness all mechanical integrity tests conducted by ea6h C~ the storage projeet
operator for regulatoF)' pUFfloses.

Action Taken: The language will be modified as recommended.

Rationale: The modified proposed language is more readable and understandable.

15. If an~ injection well fails to demonstrate mechanical integrity by an approved
method, the storage operator of the ....;ell shall immediately shut in the well, report the
failure to the commission, and commence isolation and repair of the leak. The operator
shall, within ninety days or as otherwise directed by the commission, perform one of
the following:

Action Taken: The language will be modified as recommended.

Rationale: The modified proposed language is more readable and understandable.

a. Repair and retest the well to demonstrate mechanical integrity;

b. Plug the well in ae60rdaaee with state FeEJuiremeats; or

c. Comply with alternative plan as-approved by the commission.

Action Taken: The language will be modified as recommended.

Rationale: The modified proposed language is more readable and understandable.

16. All~ injection wells must shall be equipped with dowe hole safety SHutoff ';alYes
shutoff systems designed to alert the operator and shut in wells when necessary.

Action Taken: The language will be modified as recommended.

Rationale: The modified proposed language is more readable and understandable.

17. Additional requirements may be required by the commission to address specific
circumstances and types ofprojects Hot speeified iH these mles.

Action Taken: The language will be modified as recommended.

Rationale: The modified proposed language is more readable and understandable.

43-02-04.1-06.3. [Renumber in accordance with prior comments regarding the use of"." in section
numbering) AMENDMENT TO C02 STORAGE PROJECT WELL PERMITS.

Action Taken: The section will be re-numbered as recommended.

Rationale: The modified proposed order is more readable and understandable.
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1. An amendment to ~ the CO~ storage projeet well permit for: (1) a change in
injection formation, or (2) modifying a modification of the maximum allowable
injection rate and pressure, must shall-comply with the provisions of section 43-02­
04.1-04.1. [There may be an inconsistency in this subsection. Doesn't a change in
injection formation trigger §43-02-04.l-4.2(l)(b) which states that any use of a
reservoir not specified in the storage project permit requires an amendment to the
permit. This subsection suggests that a change in the injection formation requires
only an amendment to the well permit. Does "formation" mean something other
than "reservoir?"]

Action Taken: The original proposed language will be used.

Rationale: A reservoir can contain multiple formations. The proposed language would
result in a review ofthe storage facility permit and require amendment ifnecessary.

2. Modifying ModifieatioR of well construction must shall comply with the
pro>lisioRS of section 43-02-04.1-06.

Action Taken: The language will be modified as recommended.

Rationale: The modified proposed language is more readable and understandable.

43-02-04.1-07. (;(h STORAGE PROJECT OPERATIONAL SAFETY PLANS. Each storage
operator of a CCh storage projeet shall implement the commission-approved GQ;r- storage facility
public safety and emergency response plan and the worker safety plan proposed in section 43-02-
04.1-04.1. This plan must shall include emergency response and security procedures. The plans, /
including revision of the list of contractors and equipment vendors, must shall be updated as (
necessary or as the commission requires. Copies of the plans must shall be available at the~
storage facility and at the storage operator's nearest operational office of the holder of the CCh
storage projeet permit.

Action Taken: The language will be modified as recommended.

Rationale: The modified proposed language is more readable and understandable.

43-02-04.1-07.1. • [Renumber in accordance with prior comments regarding the use of "." in
section numbering] (;(h STORA..GE PROJECT OPERA..TIONAL LEAK DETECTION AND
REPORTING.

Action Taken: The section will be re-numbered as recommended.

Rationale: The modified proposed order is more readable and understandable.

(
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1. Leak detectors or other approved leak detection methodologies must shall be placed at the
wellhead ofall G(h injection and subsurface observation wells. Leak detectors must shall
be integrated, where applicable, with automated warning systems and must shall be
inspected and tested on a semi-annual basis and if defective, shall be repaired or replaced
within 10 days. Each repaired or replaced detector must shall-be retested if required by
the commission. An extension of time for repair or replacement of a leak detector may be
granted upon a showing of good cause by the storage operator oftlte CO~ stoFage project.
A record ofeach inspection, which must shall include the inspection results, must shall be
maintained by the operator for at least five years and must shall be made available to the
commission state oil aREI Ratural gas regulate!), ageRcy upon request.

Action Taken: The language will be modified as recommended.

Rationale: The modified proposed language is more readable and understandable.

2. The storage operator of a C(h storage project must shall immediately report to the
commission any leaks detected at any well or other the surface facility aREI associateEi
well eEIuipmeRt specifieEl iR sectioR 43 Q2 04.1 07.1 (1).

Action Taken: The language will be modified as recommended.

Rationale: The modified proposed language is more readable and understandable.

/
\
\.

3. The storage operator of a C(h storage project must shall immediately report to the
commission any pressure changes or other monitoring data from subsurface
observation wells that indicate the presence of leaks in the geological storage reservoir
uRit iRElicatiRg the lack ofcoRfiRemeRt witltiR the reseF\'oir of the CCh.

Action Taken: The language will be modified as recommended.

Rationale: The modified proposed language is more readable and understandable.

4. The storage operator of a CCh storage project must ~immediately report to the
commission any other indication that the storage facility is not containing carbon
dioxide, whether the ef-lack of containment concerns of C(h--te the storage reservoir~

Rot associateEi 'Nitlt wells~ aRd surface equipment or any other aspect of the storage
facility.

Action Taken: The language will be modified as recommended.

Rationale: The modified proposed language is more readable and understandable.

43-02-04.1-07.2.. [Renumber in accordance with prior comments regarding the use of "." in
section numbering] ~ STORAGE PROJECT OTHER GENERAL REQUIREMENTS.

Action Taken: The section will be re-numbered and divided as recommended.

Rationale: The modified proposed order is more readable and understandable.
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[For ease of finding the information contained in this section, the Workgroup suggests that it be
divided into three separate sections ... one dealing with the corrosion plan; the second dealing with
signs; and the third dealing with fees. ('

I. Each operator shall he required to conduct a corrosion monitoring and prevention
program approved by the commission.

Action Taken: The language will be modified as recommended.

Rationale: The modified proposed language is more readable and understandable.

2. Identification signs must shall be placed at each storage facility in a centralized
location and at each well site and show the name of the operator, the facility name and
the emergency response number to contact the operator.

Action Taken: The language will be modified as recommended.

Rationale: The modified proposed language is more readable and understandable.

3. Each storage operator shall pay the commission a fee of $0.01 on each ton of carbon
dioxide injected for storage, to he deposited iR the carhoR dimdde storage facilit)r
admiRistrati..'e fuRd. [The statute directs where the fees are deposited so it is not
necessary to address in the rule.]

Action Taken: The section will be deleted as recommended.

Rationale: The language is unnecessary because it is contained in the statute.

4. Each storage operator shall pay the commission a fee of $0.07 on each ton of carbon
dioxide injected for storage, to he deposited iR the carhoR dioxide storage facilit)r trust
fuRd.

43-02-04.1-08. QUARTERLY AND ANNUAL REPORTING REQUIREMENTS.

1. The storage operator shall file with the commission quarterly, or more frequently if the
commission requires, a report on the volume of carbon dioxide~ injected into or
withdrawn since the last reportffig, the average injection rate, average composition of
the carbon dioxide~ stream, wellhead and downhole temperature and pressure data
or other pertinent operational parameters as required by the commission shall be
reported quarterly or as required by the commission.

Action Taken: The language will be modified as recommended.

Rationale: The modified proposed language is more readable and understandable.

2. The quarterly report is due thirty days after the end ofthe quarter.

(
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;6J.. The storage operator These Eluarterl)' reports shall file with the commission an annual
report that summarizes the quarterly reports and that be eompiled aHd summarized
aHnuall)' to provide~ updated projections of the response and storage capacity of the
geologieal storage reservoir UHit. The projections must shall be based on actual
reservoir geologieal storage unit operational experience, including all new geologic
data and information. All anomalies in predicted behavior as indicated in the most
eUITent permit conditions or in the assumptions upon which the permit was issued must
shall be explained and, if necessary, the permit conditions amended in accordance with
section 43-02-04.1-04.2. The annual report is due forty-five days after the end of the
year.

Action Taken: The language will be modified as recommended.

Rationale: The modified proposed language is more readable and understandable.

43-02-04.1-09. C<h STOR}-..CE PROJECT CLOSURE.

1. Prior to the conclusion of the operational period, and at a the time set period to be
determined by the commission, the~ storage operator must projeet permit holder
shall provide an assessment of the operations conducted during the operational period,
including but not limited to the volumes injected, extracted, aH)' and all chemical
analyses conducted, summary of all monitoring efforts, etc. The report must shall also
document the stored carbon dioxide's location position and characteristics of the areal
eJ«ent of the CCh and predict how it might move a predietion of the eKtent aHd
mo¥ement of the CCh ¥olume aRtieipated during the ~ storage projeet closure
period.

Action Taken: The language will be modified as recommended.

Rationale: The modified proposed language is more readable and understandable.

2. The storage operator permittee shall submit a monitoring plan for the CQ~ storage
projeet closure period for approval by the commission, including but not limited to a
proposal specifying re'liew aHd BRal appw¥al of which wells will be plugged and
which wells-will remain unplugged to be used as CCh storage projeet elosure aHd post
elosure period subsurface observation wells.

Action Taken: The language will be modified as recommended.

Rationale: The modified proposed language is more readable and understandable.
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3. Following well plugging and removal ofall assoeiated surface equipment, the surface
must be reclaimed to the commission's specifications that will, in general, return the
land,to its original contours and features shall be remoyed and the 'Nell site returned to
its origiaallandl:ise to the exteat possible.

Action Taken: The language will be modified to be consistent with reclamation in 43-02­
03-19.

Rationale: The modified proposed language is more consistent with commission practices.

4. The well casing must shall be cut off at a depth of five ~ feet below the surface and a
steel plate welded on top identifying well name and that it was used for CO2 injection.

Action Taken: The language will be modified as recommended.

Rationale: The modified proposed language is more readable and understandable.

5. The commission shall develop in conjunction with the storage operator permittee a
continuing monitoring plan for the C<h storage projeet post closure period including
but not limited to a review and final approval of whiGh wells to shall be plugged. +he
eom-missioa shall have full eoatrol of aHd respoasibilit)< for the remaiaiag l:iapll:igged
wells to be l:ised by the eommissioa as C<h storage projeet post elosl:ire period
sl:ibsl:irfaee observatioa 'NeIls or for other pl:irposes as deemed aeeessary b)' the
eom-missioa. [In light of §38-22-17(6)(a) and (b) the last sentence is not necessary.]

Action Taken: The language will be deleted as recommended.

Rationale: The proposed language is not necessary since all of the requirements are
contained in 38-22-17.

6. Upon~ storage project closure all wells S&designated by the commission must
shall be properly plugged and abandoned, all storage~ facility equipment.
appurtenances and structures aHd faeilities shall be removed, and the~ storage
project area site reclaimed to the ia aeeordanee v,ith commission's specifications that
will, in general, return the land,to its original contours and features shall be removed
aad the well site retl:irned to its origiaal laadl:ise to the eKteat possible.

Action Taken: The language will be modified to be consistent with reclamation in 43-02­
03-19.

Rationale: The modified proposed language is more consistent with commission practices.

7. All subsurface observation and groundwater monitoring wells as approved in the (;(h
storage projeet closure period moaitoriag plan must shall remain in place for continued
monitoring during the CO~ storage projeet closure period.

Action Taken: The language will be modified as recommended.

Rationale: The modified proposed language is more readable and understandable.
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8. Before the Upon teFffiination of the CO~ storage projeet closure period ends and at a
time set by the commission, the storage operator peFffiittee shall provide a final
assessment of the stored carbon dioxide's location stll;)sHrfaee position and the
characteristics and its of the C~ 'lolHme 'lAtHin the geologieal storage Hnit inelHaing
the future movement and location position of the CO~ 'lolume within the geologieal
storage reservoir HfHt.

Action Taken: The language will be modified as recommended.

Rationale: The modified proposed language is more readable and understandable.

9. Wells other than those deemed as subsurface observation wells per subsection (5) of
section 43-02-04.1-09, shall be plugged by the permittee in accordance with subsection
(6) of section 43-02-04.1-09.

10. At tHe eonelHsion of tHe C~ storage projeet elosHre peRoa, the eommission shall issHe
a Certifieate of Completion of Injeetion Operations, Hpon a shO'+ving h)' the C<h
storage projeet operator that the reser'loir is reasonably e*fleetea to retain meehanieal
integrit)' ana remain emplaeea, the C~ storage projeet perfoFffianee hona maintainea
h)' tHe C~ storage projeet operator shall he releasea ana eontinHea monitoring of the
site, remeaiation of aR)' well leakage, inelHaing 'llells pre'liously plHggea ana
aBanaonea hy the C~ storage projeet operator, shall eeeome the responsihilit), of
aesignatea state or feaeral agene)' program ana the C~ storage projeet operator
ana generator of the C~ shall he releasea trom furtRer eommission regulatoF)' liaeilit)'
relating to the CO~ faeility. .,. [In light of §38-22-17 this subsection is not necessary.]

Action Taken: The language will be deleted as recommended.

Rationale: The proposed language is not necessary since all of the requirements are
contained in 38-22-17.

43-02-04.1-10. DETERMINING STORAGE AMOUNTS.

1. The commission, after notice and hearing shall issue an order determining the amount
of injected carbon dioxide stored in a reservoir that has been or is being used for an
enhanced oil or gas recovery project, or in a storage reservoir that has been or is being
used for storage under a permit issued pursuant to chapter 38-22 of the North Dakota
Century Code.

Action Taken: The language will be modified as recommended.

Rationale: Although unlikely a storage operator may request a determination in order to
utilize carbon credits or for other purposes.
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Any person making applieation applying for a storage amount determination shall pay
an application fee and a processing fee to be deposited in the earbon dioxide storage
administration Fund. [The statute designates where the fee is deposited so there is not
need to repeat it in the rule.]

I

Action Taken: The section will be deleted as recommended and made consistent with 43­
05-05.

Rationale: The language is unnecessary because it is contained in the statute.

a. Filing Applieation fee. A nonrefundable filing fee of one hundred fifty dollars
must be submitted with the permit application.

b. Processing fee. The applicant shall pay a processing fee based on the
commission's actual processing costs, including computer data processing costs,
inel:lITed b)' the eommission, the cost of which would exceed one hundred fifty
dollars as determined by the commission. The following procedures and criteria
will be utilized in establishing the fee:

Action Taken: The language will be modified as recommended.

Rationale: The modified proposed language is more readable and understandable.

(1) A record of all application permit processing costs incurred must be
maintained by the commission.

Action Taken: The language will be modified as recommended.

Rationale: The modified proposed language is more readable and understandable.

(2) Upon request, the commission, in consultation with the applicant, will
prepare an estimate of the processing fee and the billing schedule that will
be utilized in processing the application. If the applicant chooses, the
applicant may withdraw the application at this point without paying any
processing fees.

(3) After the commission's work on the application has concluded, final.
deteFfHinations on the applieation have been made, a final statement will be
sent to the applicant. The full processing fee must be paid before the
commission issues its decision on the application eontaining the remaining
aetl:lal proeessing eosts in6l:lrred by the department.

Action Taken: The language will be modified as recommended.

Rationale: The modified proposed language is more readable and understandable.
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(4) The applicant must pay the processing fee even if the application is
regardless of'Nhether a tJermit to 6onstrH6t is issHed, denied, or withdrawn.

Action Taken: The language will be modified as recommended except to remove the
overstrike ofdenied.

Rationale: The modified proposed language is more readable and understandable.
Substantial expenses may be incurred even when a permit is denied.

History: Amended effective
General Authority
NDCC 38-22

Law Implemented
NDCC 38-22-23

GEOPHYSICAL EXPLORATION REQUIREMENTS

CHAPTER 43-02-12

Note: The NDPC appeared in this matter and indicated their membership has no objection to the rule
changes as proposed in Chapter 43-02-12.

NDAC § 43-02-12-04. EXPLORATION PERMIT - APPLICATION.

The proposed amendment provides that an exploration permit expires one year after the date it was
issued, unless geophysical exploration activities have commenced.

Comments: WWC opposes the proposed amendment and feels the requirement is too
onerous and wasteful. They believe the geophysical exploration permit should not expire until two
years after being issued.

Action Taken: The Commission's proposed amendments will be adopted without any
further modifications.

Rationale: Typically permits for oil and gas operations are valid for a period of one year
and it is appropriate to be consistent between geophysical exploration permits and the oil and gas
regulations, which are related fields. The Commission notes there are provisions in the rules to
allow for the suspension ofa geophysical exploration permit.
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FULL NOTICE OF INTENT TO

ADOPT AND AMEND ADMINISTRATIVE RULES

TAKE NOTICE that the North Dakota Industrial Commission, Department of Mineral Resources, Oil and
Gas Division, will hold a public hearing to address proposed amendments and additions to the North Dakota
Administrative Code (NDAC) at 9am on October 15th

, 2009 in the Conference Room of the Oil & Gas Division
Building, 1016 E. Calgary Avenue, Bismarck, North Dakota. The proposals are summarized below:

The purpose of the proposed amendment to NDAC § 43-02-03-16 is to eliminate ambiguity in the rule.
The proposed amendment clarifies the proposed pad layout, including cut and fill diagrams, must be submitted with
the application for a permit to drill a well. The proposed amendment is not expected to have an impact on the
regulated community in excess of$50,000.

The purpose of the proposed amendments to NDAC § 43-02-03-16.3 is to eliminate ambiguity in the rule.
The proposed amendment eliminates the allowance of delivering the invitation less than thirty days in unusual
circumstances. It also eliminates the allowance of delivery by facsimile transmission followed within one business
day by mailing. It also clarifies an election to participate must be received by the owner giving the invitation within
thirty days of the participating party's receipt of the invitation. The proposed amendment will provide an economic
benefit to the regulated community.

The purpose of the proposed amendment to NDAC § 43-02-03-18 is to require public notice before a
company can obtain a 320-acre drilling unit. The proposed amendment eliminates the Commission's ability to issue
a 320-acre drilling unit administratively. The proposed adoption is expected to have an impact on the regulated
community in excess of$50,000.

The purpose of the proposed amendments to NDAC § 43-02-03-19 is to prevent the pollution of the drill
site and to inform surface owners ofproposed reclamation operations. The proposed amendments allow the Director
to require the drill site to be sloped and diked to divert surface drainage, requires the operator to provide the surface
owner at least ten days notice prior to commencing reclamation work, and requires the Commission to mail a copy
of the approved reclamation notice to the surface owner. The proposed amendment is not expected to have an
impact on the regulated community in excess of$50,000.

The purpose of the proposed amendment to NDAC § 43-02-03-19.3 is to eliminate ambiguity in the rule.
The proposed amendment clarifies a temporary pit must be sufficiently impermeable to provide adequate temporary
containment of fluids and requires saltwater, drilling mud, crude oil, waste oil, or other waste to be removed from
the pit within twenty-four house after being discovered. The proposed amendment is not expected to have an impact
on the regulated community in excess of$50,000.

The purpose of the proposed amendment to NDAC § 43-02-03-21 is to provide guidelines for evaluating
cement utilized during cementing operations of horizontal wells where a single-state cement job is performed on a
long horizontal lateral. The proposed amendment requires the compressive strength of the filler cement to reach at
least two hundred fifty pounds per square inch within forty-eight hours and at least five hundred pounds per square
inch within ninety-six hours. The proposed amendment will provide an economic benefit to the regulated
community.
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The purpose of the proposed amendment to NDAC § 43-02-03-25 is to eliminate the need for survey
contractors to submit a paper copy of directional surveys on directional wells and require such electronic surveys to
be submitted timely. The proposed amendment eliminates the need for survey contractors to submit a paper copy of
directional surveys on directional wells and requires such electronic surveys to be submitted within thirty days of
reaching total depth in the well. The proposed amendment will provide an economic benefit to the regulated
community.

The purpose of the proposed amendments to NDAC § 43-02-03-27 is to prevent the pollution of potable
water due to casing leaks. The proposed amendments allow the Director to require the pre-treatment of casing and
for the operator to notify the Director immediately upon causing damage to the casing or casing seat. The proposed
amendment is not expected to have an impact on the regulated community in excess of$50,000.

The purpose of the proposed amendments to NDAC § 43-02-03-30 is to inform surface owners ofleaks and
spills that travel onto their land. The proposed amendment requires the operator to notify the surface owner of any
incident that occurs or travels onto their land and requires the operator to provide a copy ofany written report to the
surface owner. The proposed amendment is not expected to have an impact on the regulated community in excess
of$50,000.

The purpose of the proposed amendment to NDAC § 43-02-03-31 is to eliminate ambiguity in the rule.
The proposed amendment clarifies that geologic reports must be submitted to the Commission if compiled. The
proposed amendment is not expected to have an impact on the regulated community in excess of$50,000.

The purpose of the proposed amendment to NDAC § 43-02-03-49 is to eliminate ambiguity in the rule.
The proposed amendment clarifies that the base material under the dike and the area within the dikes must be
constructed of sufficiently impermeable material to provide emergency containment of fluids. The proposed
amendment is not expected to have an impact on the regulated community in excess of $50,000.

The purpose of the proposed amendment to NDAC § 43-02-03-53 is to eliminate ambiguity in the rule.
The proposed amendment clarifies that the base material under the dike and the area within the dikes must be
constructed of sufficiently impermeable material to provide emergency containment of fluids. The proposed
amendment is not expected to have an impact on the regulated community in excess of $50,000.

The purpose of the proposed amendment to NDAC § 43-02-03-55 is to eliminate ambiguity in the rule.
The proposed amendment eliminates the need for the $100 temporarily abandon renewal fee to actually accompany
the request. The proposed amendment will provide an economic benefit to the regulated community.

The purpose of the proposed amendment to NDAC § 43-02-03-90.2 is to provide the Commission valuable
horizontal well information when determining if correlative rights are being protected. The proposed amendment
will include the certified directional surveys into the evidence of each case heard by the Commission, unless
excluded by the hearing officer. The proposed amendment will provide an economic benefit to the regulated
community.

The purpose of the adoption ofNDAC Chapter 43-02-04.1 is to provide for rules and regulations pertaining
to the geologic storage of carbon dioxide. The proposed rules provide for definitions, a scope of the chapter, site
access, the transfer of carbon dioxide storage project permits, carbon dioxide project permits, amendments to
project permits, subsurface rights of the operator, well permit applications, permit expiration, well operational
standards, amendments to well permits, safety plans, leak detection and reporting, project requirements (including
an administrative fee of $0.01 and a liability fee of $0.07 on each ton injected), reporting requirements, the project
closure, and the determination of storage amounts. The proposed adoption is expected to have an impact on the
regulated community in excess of$50,000.

The purpose of the adoption ofNDAC § 43-02-12-01.1 is to outline the need for geophysical exploration
requirements. The proposed addition clarifies that an exception to the rules can be granted after notice and hearing
and also generally states the chapter contains general rules to govern geophysical exploration. The proposed
adoption is not expected to have an impact on the regulated community in excess of$50,000.

Page 51 of 60



The purpose of the proposed amendment to NDAC § 43-02-12-04 is to provide an expiration for the
geophysical exploration permit if it is not used. The proposed amendment provides that an exploration permit
expires one year after the date it was issued, unless geophysical exploration activities have commenced. The
proposed adoption is not expected to have an impact on the regulated community in excess of$50,000.

The purpose of the proposed amendment to NDAC § 43-02-12-06 is to require a public hearing to prior to
considering an operator's request to suspend a geophysical exploration project in which charges have been placed.
The proposed amendment limits the Director's authority to suspend a project to ninety days unless all charges are
detonated. The proposed adoption is not expected to have an impact on the regulated community in excess of
$50,000.

The proposed rules may be reviewed at the office of the Oil & Gas Division at 1016 East Calgary Avenue,
Bismarck, ND, or online at https://www.dmr.nd.gov/oilgas/. A copy of the proposed rules and/or a regulatory
analysis may be requested by writing the above address or calling (701) 328-8038. Written and oral comments on
the proposed rules sent to the above address and phone number and received by 5pm, October 26th

, 2009, will be
fully considered.

If you plan to attend the public hearing and will need special facilities or assistance relating to a disability,
please contact the North Dakota Industrial Commission at (701) 328-8038, or write the Oil & Gas Division at the
above address, no later than October 1,2009.

Dated this 16th day of September, 2009.

Bruce E. Hicks
Assistant Director
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REGULATORY ANALYSIS PURSUANT TO
NORTH DAKOTA CENTURY CODE 28-32-08

FOR AMENDMENT OF NDAC SECTION 43-02-03-18
DRILLING UNITS - WELL LOCATIONS

I. CLASS OF PERSONS AFFECTED BY THE AMENDMENT

The classes ofpersons who probably will be affected by the adoption ofthe proposed rules are companies who
plan to drill horizontal wells on 320-acre drilling units in North Dakota in search ofoil and gas. The proposed
amendment will benefit the State, oil and gas companies that do not plan to drill on 320-acre drilling units, and mineral
owners in the state that are adjacent to such drilling units.

U. PROBABLE IMPACT

The probable impact of the adoption of the proposed rules will be that operators desirous ofdrilling horizontal
wells on 320-acre drilling units will have to apply to the Commission for a hearing to consider the matter. It is
anticipated that the cost ofthe proposed rules to the regulated community may exceed $50,000.

III. COST TO AGENCY AND EFFECT ON STATE REVENUES

There will be an additional cost to the agency to implement the adoption of the proposed rules. Costs will
include notice publication and staff involvement during hearings and preparing orders for the Commission. The cost to
enforce the proposed rules should not exceed $5,000 annually, although it should have a neglibile effect on state
revenues since the majority of such costs will be staff man-hours.

IV. ALTERNATIVE METHODS

North Dakota Century Code Chapter 38-22 was recently created by the 61 sl North Dakota Legislative
Assembly which gives the Commission jurisdiction over the geologic storage ofcarbon dioxide and requires storage
operators to pay a fee on each ton ofcarbon dioxide injected for storage, in the amount set by Commission rule to
defray the Commission's expenses in regulating active facilities. The chapter further requires storage operators to pay
a fee on each ton ofcarbon dioxide injected for storage, in the amount set by Commission rule to defray the
Commission's expenses in regulating closed facilities. No alternate methods were seriously considered since the
Commission was required to implement rules.

9-16-2009
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REGULATORY ANALYSIS PURSUANT TO
NORTH DAKOTA CENTURY CODE 28-32-08

FOR ADOPTION OF CHAPTER 43-02-04.1
GEOLOGIC STORAGE OF CARBON DIOXIDE

I. CLASS OF PERSONS AFFECTED BY THE AMENDMENT

The classes ofpersons who probably will be affected by the adoption of the proposed rules are companies who
plan to operate carbon dioxide storage projects. There are not any current carbon dioxide storage projects in the State,
but the adoption ofthe proposed rules will affect operators that plan to construct and operate projects to store carbon
dioxide, most likely, oil and gas or coal fired electrical generator operators. The proposed amendment will benefit the
State and surety companies that issue well bonds.

II. PROBABLE IMPACT

The probable impact of the adoption of the proposed rules will be that operators will have to obtain a bond
prior to initiating a project and apply to the Commission for approval of each project and every individual well they
propose to utilize in the project. It is anticipated that the cost of the proposed rules to the regulated community may
exceed $50,000.

III. COST TO AGENCY AND EFFECT ON STATE REVENUES

There will be an additional cost to the agency to implement and enforce the adoption ofthe proposed rules,
although North Dakota Administrative Code Section 43-02-04.1-07.2 of the proposed rules provides that each storage
operator shall pay the Commission a fee of $0.01 on each ton of carbon dioxide injected for storage, which can be used
by the Commission to offset administrative costs. The initial cost to implement the proposed rules will be negligible,
although the commencement of one or more carbon dioxide storage projects will be burdensome to our present staff
since other regulated activities are currently at historic high levels.

IV. ALTERNATIVE METHODS

North Dakota Century Code Chapter 38-22 was recently created by the 6181 North Dakota Legislative
Assembly which gives the Commission jurisdiction over the geologic storage of carbon dioxide and requires storage
operators to pay a fee on each ton of carbon dioxide injected for storage, in the amount set by Commission rule to
defray the Commission's expenses in regulating active facilities. The chapter further requires storage operators to pay
a fee on each ton of carbon dioxide injected for storage, in the amount set by Commission rule to defray the
Commission's expenses in regulating closed facilities. No alternate methods were seriously considered since the
Commission was required to implement rules.

9-16-2009 (
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SMALL ENTITY REGULATORY ANALYSIS
PURSUANT TO NORTH DAKOTA CENTURY CODE 28-32-08.1

None of the proposed amendments or rules created under North Dakota Administrative Code Chapters 43-02-03 or
43-02-04.1 were mandated by Federal law.

SECTION 43-02-03-16 APPLICATION FOR PERMIT TO DRILL AND RECOMPLETE.

This amendment clarifies the proposed pad layout, including cut and fill diagrams, must be submitted with the
application for a permit to drill a well and will not have an adverse impact on small entities.

SECTION 43-02-03-16.3 RECOVERY OF A RISK PENALTY.

This amendment eliminates the allowance ofdelivering the invitation less than thirty days in unusual
circumstances. It also eliminates the allowance of delivery by facsimile transmission followed within one business day
by mailing. It also clarifies an election to participate must be received by the owner giving the invitation within thirty
days ofthe participating party's receipt ofthe invitation and will not have an adverse impact on small entities.

SECTION 43-02-03-18 DRILLING UNITS - WELL LOCATIONS.

This amendment eliminates the Commission's ability to issue a 320-acre drilling unit administratively, subsequently a
hearing would be required. The proposed adoption is expected to have an impact on the regulated community in excess
of$50,000.

The following methods were considered for reducing impact on small entities:

1. Establishment of less stringent compliance or reporting requirements for small entities.

The purpose of the amendment is to give due notice to offsetting interest owners when an application for a
320-acre unit is requested. Less stringent compliance to the hearing process would possibly cause harm to owners of
leasehold interests, which could include small entities. The amendment does not require additional reporting
requirements.

2. Establishment of less stringent schedules or deadlines for compliance or reporting requirements for small
entities.

The amendment does not require additional reporting requirements.

3. Consolidation or simplification of compliance or reporting requirements for small entities.

The amendment does not require additional reporting requirements.

9-18-2009
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4. Establishment of performance standards for small entities to replace design or operational standards
required in the proposed rule.

The amendment does not address design or operational standards.

5. Exemption of small entities from all or any part of the requirements contained in the proposed rules.

Small entities should not be exempt from this amendment since less stringent compliance to the hearing process
would possibly cause harm to owners ofleasehold interests, which could include small entities.

The adoption ofthe proposed rules will have an adverse economic impact on small entities, therefore, a Small Entities
Economic Impact Statement was prepared.

SECTION 43-02-03-19 RESERVE PIT FOR DRILLING MUD AND DRILL CUTTINGS - RECLAMATION
OF SURFACE.

The proposed amendments allow the Director to require the drill site to be sloped and diked to divert surface
drainage, requires the operator to provide the surface owner at least ten days notice prior to commencing reclamation
work, and requires the Commission to mail a copy of the approved reclamation notice to the surface owner. The
amendments will not have an adverse impact on small entities.

SECTION 43-02-03-19.3 EARTHEN PITS AND OPEN RECEPTACLES.

This amendment clarifies a temporary pit must be sufficiently impermeable to provide adequate temporary
containment offluids and requires saltwater, drilling mud, crude oil, waste oil, or other waste to be removed from the
pit within twenty-four house after being discovered. The amendment will not have an adverse impact on small entities.

SECTION 43-02-03-21 CASING, TUBING, AND CEMENTING REQUIREMENTS.

This amendment requires the compressive strength ofthe filler cement to reach at least two hundred fifty pounds
per square inch within forty-eight hours and at least five hundred pounds per square inch within ninety-six hours. The
proposed amendment relaxes current requirements and will provide an economic benefit to small entities.

SECTION 43-02-03-25 DEVIATION TESTS AND DIRECTIONAL SURVEYS.

This amendment eliminates the need for survey contractors to submit a paper copy of directional surveys on
directional wells and requires such electronic surveys to be submitted within thirty days of reaching total depth in the
well. The proposed amendment will provide an economic benefit to small entities.

SECTION 43-02-03-27 PERFORATING, FRACTURING, AND CHEMICALLY TREATING WELLS.

This amendment allows the Director to require the pre-treatment of casing and for the operator to notify the
Director immediately upon causing damage to the casing or casing seat. The amendment is in the best interest of
public safety and welfare and will not have an adverse impact on small entities.

SECTION 43-02-03-30 NOTIFICATION OF FIRES, LEAKS, SPILLS, OR BLOWOUTS.

This amendment requires the operator to notify the surface owner of any incident that occurs or travels onto their
land and requires the operator to provide a copy of any written report to the surface owner and will not have an adverse
impact on small entities.

9-18-2009
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SECTION 43-02-03-31 WELL LOG, COMPLETION, AND WORKOVER REPORTS.

The amendment clarifies that geologic reports must be submitted to the Commission if compiled and will not have
an adverse impact on small entities.

SECTION 43-02-03-49 OIL SPILLS, PRODUCTIN EQUIPMENT, DIKES, AND SEALS.

The amendment clarifies that the base material under the dike and the area within the dikes must be constructed of
sufficiently impermeable material to provide emergency containment of fluids and will not have an adverse impact on
small entities.

SECTION 43-02-03-53 SALTWATER HANDLING FACILITIES.

The amendment clarifies that the base material under the dike and the area within the dikes must be constructed of
sufficiently impermeable material to provide emergency containment of fluids and will not have an adverse impact on
small entities.

SECTION 43-02-03-55 ABANDONMENT OF WELLS-SUSPENSION OF DRILLING.

This amendment eliminates the need for the $100 temporarily abandon renewal fee to actually accompany the
request. The proposed amendment will provide an economic benefit to small entities.

SECTION 43-02-03-90.2 OFFICIAL NOTICE.

This amendment will include the certified directional surveys into the evidence of each case heard by the
Commission, unless excluded by the hearing officer and will not have an adverse impact on small entities.

CHAPTER 43-02-04.1 GEOLOGIC STORAGE OF CARBON DIOXIDE.

The adoption of the proposed rules provide for definitions, a scope ofthe chapter, site access, the transfer of carbon
dioxide storage project permits, carbon dioxide project permits, amendments to project permits, subsurface rights of
the operator, well permit applications, permit expiration, well operational standards, amendments to well permits,
safety plans, leak detection and reporting, project requirements (including an administrative fee of$O.OI and a liability
fee of$0.07 on each ton injected), reporting requirements, the project closure, and the determination of storage
amounts. The proposed adoption is expected to have an impact on the regulated community in excess of$50,000.

It is unlikely that a small entity would undertake the geologic storage of carbon dioxide, but nevertheless, the following
methods were considered for reducing impact on small entities:

1. Establishment of less stringent compliance or reporting requirements for small entities.

The CO2 volume injected, withdrawn, injection pressure, composition and temperature are required to be reported
quarterly. Also leaks and indications of the lack of containment must immediately be reported. Less stringent
compliance to small entities may result in compromising the general public's health, safety and welfare.

2. Establishment of less stringent schedules or deadlines for compliance or reporting requirements for small
entities.

Quarterly reports are required to be filed. Reporting less frequently would harm the Commission's ability to
monitor reports to detect leaks within the injection project. Less stringent schedules or deadlines for small entities may
result in compromising the general public's health, safety and welfare.

9-18-2009
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3. Consolidation or simplification of compliance or reporting requirements for small entities.

Quarterly reports are required to be filed reporting the volume injected, withdrawn, injection pressure, composition
and temperature of each well. The consolidation of wells would harm the Commission's ability to monitor reports to
detect leaks within the injection project. Such consolidation for small entities may result in compromising the general
public's health, safety and welfare.

4. Establishment of performance standards for small entities to replace design or operational standards
required in the proposed rule.

The design and operational standards established by the proposed rules are for the protection of potable waters and
the confinement of injections into the permitted reservoir. Establishing different performance standards for small
entities to replace design or operational standards required in the proposed rule may result in compromising the general
public's health, safety and welfare.

5. Exemption of small entities from all or any part of the requirements contained in the proposed rules.

Small entities should not be exempt from this amendment since exempting small entities from all or any part of the
requirements contained in the proposed rules would make it extremely difficult to determine if environmental damage
was occurring from such operations and may result in compromising the general public's health, safety and welfare.

The adoption ofthe proposed rules will have an adverse economic impact on small entities, therefore, a Small Entities
Economic Impact Statement was prepared.

SECTION 43-02-12-01.1 SCOPE OF CHAPTER.

The proposed addition clarifies that an exception to the rules can be granted after notice and hearing and also states
the chapter contains general rules to govern geophysical exploration. The proposed amendment will provide an
economic benefit to small entities.

SECTION 43-02-12-04 EXPLORATION PERMIT - APPLICATION.

The proposed amendment provides that an exploration permit expires one year after the date it was issued, unless
geophysical exploration activities have commenced. The amendment will not have an adverse impact on small entities.

SECTION 43-02-12-06 NOTIFICATION OF WORK PERFORMED.

The proposed amendment limits the Director's authority to suspend a project to ninety days unless all charges are
detonated. The amendment will not have an adverse impact on small entities.

(
'.
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SMALL ENTITY IMPACT STATEMENT
PURSUANT TO NORTH DAKOTA CENTURY CODE 28-32-08.1

SECTION 43-02-03-18 DRILLING UNITS - WELL LOCATIONS.

Find the following information as required by NDCC Section 28-32-08.1:

1. The small entities subject to the proposed rule.

The classes of persons who probably will be affected by the adoption of the proposed rules are companies who
plan to drill or participate in horizontal wells drilled on 320-acre drilling units.

2. The administrative and other costs required for compliance with the proposed rule.

Administrative costs associated with the adoption of this rule will be minimal. Costs required for compliance
will include notice publication and man-hours to attend the hearings and write decisions. It is anticipated that the cost
ofthe proposed rule to the regulated community may exceed $50,000, although the Commission has reduced the cost
ofthe hearing process to the regulated community by allowing witness participation via telephone.

3. The probable cost and benefit to private persons and consumers who are affected by the proposed rule.

There is no cost to private persons and consumers affected by the amendment. The amendment will provide a
benefit to all mineral and leasehold interest owners adjacent to proposed 320-acre drilling units, since they will have
the ability to comment on such applications through the hearing process.

4. The probable effect of the proposed rule on state revenues.

There will be a minimal cost to the agency and a negligible effect on state revenues.

5. Any less intrusive or less costly alternative methods of achieving the purpose of the proposed rule.

The only less intrusive or less costly alternative would be to withdraw the proposed amendment. No alternate
methods were seriously considered since the purpose is to give notice to stakeholders that would be affected by
requests to drill horizontal wells on 320-acre drilling units.
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CHAPTER 43-02-04.1 GEOLOGIC STORAGE OF CARBON DIOXIDE.

Find the following infonnation as required by NDCC Section 28-32-08.1:

1. The small entities subject to the proposed rule.

The classes of persons who probably will be affected by the adoption ofthe proposed rules are companies who
plan to operate carbon dioxide storage projects. There are not any current carbon dioxide storage projects in the State,
but the adoption ofthe proposed rules will affect operators that plan to construct and operate projects to store carbon
dioxide, most likely, oil and gas or coal fired electrical generator operators. The proposed amendment will benefit the
State and surety companies that issue well bonds.

2. The administrative and other costs required for compliance with the proposed rule.

Administrative costs associated with the adoption ofthis rule will be minimal. Costs required for compliance
will include obtaining a bond to operate injection wells. It is anticipated that the cost of the proposed rule to the
regulated community may exceed $50,000, although no carbon dioxide storage projects currently exist in the State.
The carbon dioxide storage projects must be regulated and since the process is very similar to enhanced recovery
projects, which the Commission already regulates, the Commission can provide the most cost-effective regulation.

3. The probable cost and benefit to private persons and consumers who are affected by the proposed rule.

There is no cost to private persons and consumers affected by the amendment. There is an environmental
value to storing carbon dioxide in underground reservoirs since this will reduce the emissions into the atmosphere
which will provide a benefit to all private persons and consumers.

4. The probable effect of the proposed rule on state revenues.

There will be an additional cost to the agency to implement and enforce the adoption ofthe proposed rules. (
The initial cost to implement the proposed rules will be negligible, although the commencement of one or more carbon
dioxide storage projects will be burdensome to our present staff since other regulated activities are currently at historic
high levels.

5. Any less intrusive or less costly alternative methods of achieving the purpose of the proposed rule.

The only less intrusive or less costly alternative would be to withdraw the adoption of the proposed rules and
not regulate the geologic storage of carbon dioxide, which may result in compromising the general public's health,
safety and welfare. No alternate methods were seriously considered since the Interstate Oil and Gas Compact
Commission, ofwhich the North Dakota Commission is a very active participant, recommends each State adopt the
proposed rules.
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