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Topics for Discussion

* Permit Types

» Guidance for Potential Locations
* Pits

* Reclamation Plants

» Waste Separation Facilities

« Commercial Recycling

* Notice Requirements

» Additional Commercial Facility Requirements
— Financial Security/Closure Cost Estimate
— Restrictive Covenant
— NORM Survey

Some of the topics we will cover today will be permit types, guidance for potential
locations, pits, reclamation plants, waste separation facilities, commercial recycling,
notice requirements, additional commercial facility requirements pertaining to
financial security, closure cost estimates, restrictive covenants, and norm surveys.
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Permit Types

« Waste Hauler

* Minor

« Hydrostatic Test Discharge
« Domestic Wastewater

* Landspreading

* Pits

* Reclamation Plant

+ Waste Separation Facility
* Recycling




Non-commercial vs. Commercial
Commercial Facility Definition:

According to Statewide Rule 78

"A facility whose owner or operator receives
compensation from others for the storage, reclamation,
treatment, or disposal of oil field fluids or oil and gas
wastes that are wholly or partially trucked or hauled to the
facility and whose primary business purpose is to provide
these services for compensation”

Per Statewide Rule 78the facility is permitted under §3.8 of this title (related to Water
Protection);

the facility is permitted under §3.57 of this title (related to Reclaiming Tank Bottoms,
Other Hydrocarbon Wastes, and Other Waste Materials);

the facility is permitted under §3.9 of this title (related to Disposal Wells) and a
collecting pit permitted under §3.8 is located at the facility; or

the facility is permitted under §3.46 of this title (related to Fluid Injection into
Productive Reservoirs) and a collecting pit permitted under §3.8 is located at the
facility.”



Guidance for Potential Locations &3

Guidance for Potential
Locations




Property Ownershi

» A surface lease agreement must be
provided for all facilities where the P-5
operator does not own the property
— A surface lease agreement must be between

the P-5 operator that is applying for the permit
and the surface owner(s)

— Lease agreements are reviewed by the Office
Of General Council to ensure legal
requirements are met

A surface lease agreement between the operator and landowner must be provided
for all facilities if the P-5 operator does not own the property. Submitted lease
agreements are reviewed by the Office of General Council to ensure all legal
requirements are met.



Environmental Factors

Important Environmental Factors:
* Flood Prone Areas

Wetland Environments
Groundwater

Soils and Geology

Major and Minor Aquifers

Karsting

Flood prone areas, wetland environments, groundwater, soils and geology, major and
minor aquifers, and karst features are important environmental factors to consider
when selecting a potential location. This is not an exhaustive list of environmental
risk factors. Other factors may exist on a case-by-case basis, and a hydro-geologic
review of the proposed location will be conducted to access these environmental
factors by Environmental Permitting and Support staff.
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Hydro-Geo Review: Floodplain (1 of 2

In general, facilities are
prohibited in the FEMA
100-year floodplain

But...

* Not all areas of the state
are mapped

* Three “500-year floods”
since 2014

| « Valuable coastal
resources may be in
flood prone areas

Facilities are normally prohibited from building in a Federal Emergency Management
Agency or FEMA 100-year flood plain, but not all areas of Texas are mapped. For
areas where the floodplain is not mapped by FEMA, the RRC may require a base flood
elevation map to be submitted. Depending on the frequency of extreme regional
rainfall, the operator may be required to satisfy more stringent floodplain
requirements.



Hydro-Geo Review: Floodplain (2 of 2

Statewide Rule 8 (SWR 8) and
Chapter 4 prohibit authorized
pits and recycling within the
100-year floodplain

All authority for other permitted
facilities comes from the “No
Pollution Clause”

| + Facility boundary should be
at least 150 feet from the
100-year floodplain

* “No Pollution” clause in SWR
8 gives considerable latitude
for regulation

Statewide Rule 8 and Chapter 4 prohibit authorized pits and recycling within the 100-
year floodplain. The term “100-year flood plain” is somewhat misleading and does
not mean that the area will flood every 100 years. The term means that thereisa 1
percent chance the area will flood each year. The “500-year flood plain” is an area
with a 0.2 percent chance of flood every year.

12



Hydro-Geo Review: Wetlands

Wetland conservation is
1 mandated at the Federal and
State level

Jurisdiction is decided by the
US Army Corps of Engineers.
If jurisdiction Is claimed:

 Facility boundaries must be
at least 150 feet from a
designated wetland

* Possible to restore a
wetland habitat to offset
wetland destruction

* May involve other Federal
and State agencies

Wetland conservation is mandated at the federal and state level. Facility boundaries
must be at least 150 feet from a designated wetland. A jurisdictional determination
letter from the US Army Corp of Engineers will be required for application approval.
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Hydro-Geo Review: Groundwater
Local groundwater elevation is
impacted by:

+ Soil types and geology

* Precipitation and evaporation

* Local and regional groundwater
use

Groundwater within 100 feet of
the surface considered “shallow”:

+ Determined by groundwater
investigation and borings

Groundwater monitoring wells
may be required

Unconfined shallow
groundwater may be cause for
application denial

14

If a shallow aquifer is determined by a groundwater investigation and soil borings to
be within 100 feet of the location’s surface elevation, a minimum of three
groundwater monitoring wells may be required to be installed. An unconfined
shallow aquifer found on the proposed location may lead to the application being

denied.



Hydro-Geo Review: Aquifers

MAJOR AQUIFERS
OF TEXAS

LEGEND

SOURCE: TEXAS WATER DEVELOPMENT BOARD

This map from the Texas Water Development Board shows all major aquifers found in
Texas. When choosing a potential location for your facility, please refer to this map to
determine which aquifer your facility will be constructed over.
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dro- Geo Rewew Soils and Geolog

Underlying soils and geology are
important factors in determining
risk

Ideal soil and geologic conditions:
+ Stable soils

* Moderately to slowly
permeable soils

» Continuous fat clay layer(s)
confining groundwater

» If soils are thin, the bedrock
should be low permeability and
stable

* No local or regional karsting

Underlying soil and geologic features are important factors when determining risk at
a proposed facility location. An ideal location includes stable soils. Moderately to
slowly permeable soils, a continuous fat clay layer or layers confining the local
aquifer, underlying bedrock should have a low permeability and be stable and have
no local or regional karsts.



Google Earth

The google map image shows regions where surface karsts are found exposed. This
map does not include regions where karsts exist in the subsurface. Karst
environments are widespread in areas of economic value, such as the Permian Basin.
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Hydro-Geo Review: Karsting (2 of 2)

How Karst SHSIBIHS Work Septic tank drain field Plugged Sinkhole

Losing stream
Sinkhole used as

trash dump

Groundwater
contamination
from septic tank
drain field

To spring

The diagram shows an idealized karst system.

Karst systems often form conduits that allow quick surface water communication

with groundwater. For this reason, a local groundwater table within a karst system
can be deeper than 100 feet from the surface, but the pollution risk may still be high.
Groundwater tends to flow quickly through karst systems, so groundwater monitoring
wells may also be rendered ineffective.
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Public Health & Safety Factors

» Sensitive Receptors: areas where the
occupants are more susceptible to the
adverse effects of exposure to pollutants
— Hospitals

— Schools

— Water wells

— Residential areas
— Etc.

« All facility boundaries must be at least 500
feet from all sensitive receptors

Sensitive receptors are areas where the occupants are more susceptible to adverse
effects of exposure to pollutants. A few examples of these are hospitals, schools,
water wells, and residential areas. All facility boundaries must be 500 feet from all
sensitive receptors.



Sensitive Receptors (1 of 2
Sensitive Receptor Examples

Here are some examples of sensitive receptors. A neighborhood, a water well, a
school, and a hospital.
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Sensitive Receptors (2 of 2
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Applications for commercial facilities must identify the distance from the facility's
outermost perimeter boundary to water wells, residences, schools, churches, or
hospitals that are within 500 feet of the boundary.
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Questions?
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Pits
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Introduction to Pits

Disposal or storage of oil and gas wastes in a
pit should be allowed only if the activity does
not result in the waste resources and the
pollution of surface and subsurface water

Pit Categories:
 Authorized

* Non-Commercial
+ Commercial

24

Disposal or storage of oil and gas wastes in a pit may be allowed only if the activity
does not result in the pollution of ground soils, surface water, and subsurface water.
Pits are categorized as authorized, non-commercial, and commercial.



You have a Pit If...

You have a pit if...

* It's in contact with the ground but not an above
ground storage tank

* Ifit's below grade

» [fit's a concrete structure that cannot be moved
easily checked for leaks

« Ifit's a steel containment ring with a liner
* Ifit's a “sump” larger than 500 gal

25

its below grade, it’s a concrete structure that cannot be moved quickly and easily to
check for leaks, it’s a steel containment ring with a liner, and it’s a sump larger than
500 gallons.
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General Pit Requirements (1 of 3

Liner System

« All pits must have a natural or synthetic liner with a
hydraulic conductivity no greater than 1.0 x 10-7 cm

« Commercial Disposal Pits, Brine Pits and other
large-scale liquid waste storage pits must have a
dual synthetic liner with a leak detection system
(LDS)

— Action Leakage Rate (ALR) calculations are required to
demonstrate the liner system can handle the specified flow
of fluids in the event of a leak/failure from the primary liner

26

All pits must have a natural or synthetic liner with a hydraulic conductivity no greater
than 1.0 times 10 to the -7 centimeters. Concrete is considered a synthetic liner and
should be steel reinforced with a 6-inch minimum thickness. Commercial disposal
pits, brine pits, and other large-scale liquid waste storage pits must have a dual
synthetic liner with a leak detection system. Action Leakage Rate calculations are
required to demonstrate how the liner system can handle the specified flow of fluids
in the event of a leak or failure from the primary liner. A primary liner failure is
typically calculated at 1000 gal/acre, or 100 gal/acre for a disposal pit, unless the liner
system cannot handle the flow rate.
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General Pit Requirements (2 of 3

Berms

« All pits must have berms to divert non-contact
storm water and contain contact stormwater

» Each berm must consist of a slope no steeper
than a three-to-one (horizontal to vertical) ratio
on both sides, unless constructed of concrete or
equivalent material. Berms must meet
compaction requirements and typically have a
minimum height of 2 feet above the natural
grade.

27

Berms or containment structures must be constructed around all pits and must be
constructed of material and compacted to meet or exceed 95% standard proctor
(ASTM D698) or 90-92% modified proctor (ASTM D1557) density or have a hydraulic
conductivity no greater than 1.0 x 10”7 cm/s. Each berm must consist of a slope no
steeper than a three-to-one (horizontal to vertical) ratio on both sides unless
constructed of concrete or equivalent material. These structures must be designed to
divert non-contact storm water around the pit and contain and isolate waste and
storm water within the waste management units.
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General Pit Requirements (3 of 3

+ Pits designed to store waste above ground level
must be designed under seal of P.E. licensed in
the State of Texas

+ At least two (2) feet of freeboard must be
maintained between the fluid level of the pit and
the top of the pit berms

* Any pit without a dual liner and LDS will require
an annual inspection

* Any pit with a dual liner and LDS must be
monitored regularly

28

Pits designed to store waste above ground level must be designed under the seal of a
Professional Engineer licensed in the state of Texas. At least two feet of freeboard
must be always maintained between the fluid level of the pit and the top of the pit
berms. An annual inspection will be required for a pit without a dual liner and leak
detection system. Any pit with a dual liner and leak detection system must be
monitored regularly.

28



Commercial Pits: Types

Common Types of Commercial Pits:
» Disposal Pits
— Permanent burial of wastes
+ Collecting Pits
— Receiving, Staging, Storing of waste
+ Washout Pits
— Including trenches and sumps
» Off-Lease Fluid Recycling Pits
— Treated or untreated fluids

29

Examples of commercial pits are disposal pits, collecting pits, washout pits, and off
lease fluid recycling pits.



Pit: Application

» A complete “Application for Permit to Maintain
and Use a Pit’ (Form H-11)

— Operator, location, design, and environmental
information

— Must contain an original signature

— All “Instruction to Pit Application” requirements must
be included

* Notice Requirements

« Commercial Facility Requirements, if applicable

30

An operator must submit a complete “application for permit to maintain and use a pit
(form H-11). All “instruction to pit application”, notice, and commercial facility

requirements if applicable must be included in the submission. A form H-11 must be
filled out for each individual pit.



Form H-11(1 of 2

COMMISSION OF TEXAS
Oll and Gas Division Form H-11
Application for Permit to Maintain and Use a Pit = e e

Fisnirtio Repert] |2 WA Gperior o | 8 RACTR

JS—

. — Perat o, ' Permit date — 31

This is page 1 of 2 of the Form H-11. On this 1st page, operators will be required to fill
out every box that is found on this form. Boxes 1, 2, and 5 pertain to operator
information. Boxes 2, 4, 6 through 9, and 11 pertain to location information. Boxes
10, and 12 through 20 pertain to pit information. Boxes 21, and 22 pertain to
environmental information. An active p-5 number is required to submit a Form H-11.
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Form H-11(2 of 2

Instructions to Pit Application
‘Authority: Statewlde Rule 8, Water Protection

A Flle the application,incuding ol ttachments, with the Ra]lndeomn ission, O and Gas Divison, PO
r 1 ol Station, Austin, Texas 78711 0n the Tl
T appropeinte Distriet Ofice. T form i rrq ot

sinehmer

B. Notfy the purface umer of the land where the pt I bt Lcsied by satlng o wing a copy of the

pplication form, both fror echoments i he lane where e '€ pit 15 proposed fs
t renewal of
n existing permit, notice 15 not required.
C. Attach a plat showing the sizeof Lhe loase ortract and the location of the pit withn he lease o tract Give

distanc ol
confusion, distinguish between the two sets of lines. Indicate scale on this plat.

D Atta

y gy map bc:\: 4 mies)showing thelocaion of the pt. County highuay mapsa
nt of Highways and Public Tras B O Bax 8051, Attn: May
T 7870

. Attach a drawing of two perpendicular, sectle

are irregul e a top view to show pit dime
K 1 pit s lined,

L Attach an Identification an

. Ilncd it ot oquipper with alesk detection system describe proceduresfo periodic mal
ner integrity. including any spect

e based on water production, lea

1) ar pit
R torade eapaciy, and anicipaied el of g et shut v .

Note: The Direetor of the Ol and Gas Division m

e the applicant to provide the Commission with

thepermit wil e B want ofe ol gas. or geothermal resources or the pollution of surface or su
wal

tahearing Any
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This is page 2 of 2 of the Form H-11. On this 2nd page titled “Instructions to Pit
Application”, operators will be required to submit all supplemental information
required by the Form H-11 A through L which includes notification to the surface
owner, a plat showing the size of the lease or tract and location of the pit with the
lease or tract, an county highway map showing the location of the pit, a drawing of
two perpendicular, cross sectional views of the pits bottom, sides, dikes, and the
natural grade, data on liner material if lined, identification and description of the soil
or subsoil that will makeup pit’s side and bottom, attach an engineering design
drawing of the pit, and the leak detection system. If not equipped with a leak
detection system, describe the procedures for periodic maintenance, and
determining liner integrity. If the pit is an emergency saltwater storage pit, attach
justification for pit size based on water production of lease.
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Questions?

Christopher Straub
Christopher.Straub@rrc.texas.gov

Environmental Permits & Support
512-463-3840

33

33



Reclamation Plants

Reclamation Plants

34
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Introduction to Reclamation Plants

» Reclamation of oil and gas streams is highly
encouraged to conserve the natural resources of
Texas.

» Statewide Rule 57 governs permitting and
operation of Reclamation Plants

» Waste types:
— Tank bottoms, or BS&W

— Other hydrocarbon wastes or oily waste materials
which have been generated in connection with
activities associated with the exploration,
development, and production of oil or gas

35

Primary function is to reclaim hydrocarbons from “heavy” wastes and wastes that
require active separation.

SWR 57 (2) Other hydrocarbon wastes--Oily waste materials, other than tank
bottoms, which have been generated in connection with activities associated with
the exploration, development, and production of oil or gas or geothermal resources,
as those activities are defined in §3.8(a)(30) of this title (relating to Water
Protection). The term "other hydrocarbon wastes" includes, but is not limited to, pit
hydrocarbons, skim oil, spillage, and leakage of crude oil or condensate from
producing lease or pipeline storage tanks, and crude oil or condensate associated
with pipeline ruptures and other spills.

According to 3.57 (6) Applicants must demonstrate they are familiar with commission
rules and have the proper facilities to comply with the rules. Proper processing and
equipment must be part of the initial application.

35



Reclamation Plants: Methods

Methods of separation:
* Mechanical

» Chemical

* Thermal

Reclamation plants must actively reclaim
hydrocarbons:

* Hydrocarbon recovery is the main business model
» Gravity separation alone is not reclamation

» Reclamation plant permits will be canceled if
operations are inactive for more than 12 months.

36

Reclamation typically occurs by 3 main methods of separation: mechanical, chemical,
and thermal. It should be noted that if applying for an R-9 permit, 3-phase centrifuges
are required if the facility intends to separate the wastes mechanically; gravity
separation alone is not a sufficient method to merit a permit. The primary goal of
reclamation is hydrocarbon recovery, so applicants must demonstrate an
understanding of current reclamation practices in their application. After separation,
stored hydrocarbons are typically sold, while liquid wastes are to be recycled or
disposed of at an injection well, and solids are to be disposed of at a landfill. Facilities
that are permitted must also be actively reclaiming hydrocarbons in order to maintain
their permit. Any facility that ceases operations for over 12 months will result in the
cancellation of their permit.
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Reclamation Plant: Application

« A complete “Application for Permit to Operate a
Reclamation Plant’ (Form R-9)

— Operator, location, and design information
— Must contain an original signature

— All attachments from the Instructions for the Form R-9
must be included

A brief description of the treating process
— How incoming waste is received or stored
— The process used to separate crude oil
— Where separated products will be stored
— Where residual waste will be disposed of

37

Now we’ll delve into the application itself and the requirements. The most basic
requirements that are requested for all permit applications include the operator,
location, and design information, this must be submitted by hardcopy to Technical
Permitting in Austin with original signatures. All attachments from the Instructions for
the Form R-9 must be included and will be discussed in the next few slides. Included
with the application requirements, a brief description of the treatment process must
be provided. This includes how the incoming wastes will be stored and received at
the facility; a description of the processes used to separate the crude oil; the location
of the stored separated products; and the location of where all the separated wasted
will be disposed of.

37



Form R-9 (1 of 2

RAILROAD COMMISSION OF TEXAS APPLICATION FOR PERMIT TO OPERATE R-9
0il 4nd Gas Divisian A HECLARMA ¥

READ INSTAUCTIONS OX BACK.

1 BE DISPOSED OF IN AGCORDANCE wﬂ 38

ALL WASTES GENGRATED 81 AECLAMING
O, DISPOSAL WELLS AND FLUD IJECTION)

STATEWIDERULES, 5.5, AND 46 (FELATING Tt

Here we have the front page of the R-9 application template. This is where the
operator and facility information can be described, as well as requirements
such as driving directions from the nearest town, vehicle information for the
transported materials, and identifying any oil and gas related facilities within
100 yards of the facility, which are more specific for an R-9 application.
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Form R-9 (2 of 2

Orsft 3721780
INSTRUCTIONS
FOAM R-3: APPLICATION FOR PERMIT T0
OPERATE A RECLAMATION PLANT

REFEAENCE: STATEWIDE RULES §7 and 85
1. FORM P-5. ORGANIZATION REPORT. Before this application can be processed. you must have an active Farm P-5. Drganization

Report. on file with the Commission in Austin. In addition. if yaur argarizatian is 2 corporation. a cartificatian that your franchise
tax payment is current is also required

F-9 FILING. File the original of your application and attachments with
Railroad Commission of Texas
@il and Bas Division - Proguction Allazatian
P. 0. Drawer 12967 - Capitol Station
Aastin, Tz 78

Atthe same time, file a copy of the R and the schematic diagram with the Commission gistrict affice of the facility location.

ATTACHMENTS. Your application must include the following attachments

ificatian of all trzating

@ schematic diagram shawing the propased or axisting facility, including the location and
ot facilities Ioeated within

equipment and tanks with tank capacity noted. Also. show the lacation of all oil and for gas-
100 yards of the facility as ideatified in No. 11 on front

@ aband orlettar of craditin commission —approved farmat” for the amsunt of $100,000 with sttached pawer of atiorney.
See No. 4 below.

® proof of publicational the notice af spplication. if this application is for & naw permit rather than one-time renewal of an
existing permit. See No. § below.

0 ogerate a reclamation plant, you are requirad 1o submit, renew, and
approved formatin the amount of $100,000. Prior ta the expiration of
wel natice. |n 3 limited set of circumstances a lesser amount may e accepted.
Howevar, you must be sble to clearly show that amount will be sufficient to operate and closs the facility site in accardancs with
cammissianrules, and the conditians of the permit. File your bond of letter of creditin the lesser amount and atiacha
ding 2 completa justification ta your applicatian. Include a copy af that lettar with yaur district office filing

FINANCIAL ASSURANCE. As a candition of the per;

5. NOTICE. When applying for a naw permit. yot are ta pive the following nofices of ths application prior to or at the same tims as
filing the application with the Commission

® mail or deliver @ copy of the permit application to the caunty clerk of the county of facility location and, if tha facilit is
lacated within the corporate fimits of the city. the city clork.

95 incamm aproved form” once in s newspaper of general eirculation far the eounty of
the faility.
6. TRANSPORTATION OF MATERIAL. Trucks transparting material 1o the reclamation facility on a “far hire” basis must be

permittad by the Railroad Commissian's Transporiation/Gas Utilties Division.

7. MONTHLY REPORTING. Each manh, file a Form A-2. Manthly Repart for Reclaiming and Treating Plants, sccording 1o the
instructions on the reverse of that form.

39

* Available fram the Cammission's Sugply Depariment at the abave address

The back of the application goes over filing requirements and attachments
needed to complete the application. Every operator who wishes to conduct
business with the Commission must first have an active P5 before the
application can proceed, but if submitting an R9, our address is listed here for
convenience and must also be sent to the respective district office of the
facilities location. We'll go over more of the requirements of the next slide.
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Reclamation Plant: Application Cont.

Safety Data Sheets (SDS) for any chemicals

A site plan/schematic
— Fences, roads, and paved areas

— Equipment and tanks with size, contents, and tank
material

Notice Requirements

Facility Requirements

40

If the facility intends to separate the hydrocarbons by any form of chemical
separation, Safety Data Sheets must be included in the application for any and all
chemicals proposed. A site plan or facility schematic must also be included and
provide a detailed account of the facility’s security fences, roads, and paved areas, as
well as accurate depictions of all tanks and equipment on site with descriptions of
their size, contents, and materials. Closure Cost Estimates will be required for review
by our Technical Reviewers, and once approved, financial security in the form of a
bond or letter of credit will be requested. Notice requirements for reclamation
facilities will also be required and further discussed later in this presentation.
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Reclamation Plants: Transfer/Renewal

Reclamation plant permits
do not transfer or renew:

* Achange in operator
requires submittal of a new
and complete application

» Reclamation plant permits
do not expire, therefore no
renewal is required

RULE §3.57 Reclaiming Tank Bottoms, Other Hydrocarbon Wastes, and Other Waste
Materials:

3.57(9) A permit to operate a reclamation plant is not transferable. A new permit
must be obtained by the new operator.

41



Waste Separation

Waste Separation

42
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Introduction to Waste Separation

» Also known as a stationary treatment facility
(STF)

» General category for facilities that receive, store,
handle, treat, recycle and/or dispose of certain
non-hazardous oil and gas wastes
— Typically issued in conjunction with other types of

permits such as pit, reclamation plant, or recycling
permits

+ Methods of separation: gravity, physical,
mechanical, thermal, and/or chemical

43

Oil and gas waste separation facilities are generally known and referred to as
stationary treatment facilities, or STFs. This category encompasses facilities that
receive, store, handle, treat, recycle, and dispose of certain non-hazardous oil and gas
wastes. The separation of the waste into liquid and solid components may be
achieved by using gravity, physical, mechanical, thermal, and/or chemical methods.
Similar to Reclamation plants, the separated fluid is transported to a Class Il injection
well for disposal and the solids are disposed of at a permitted landfill or disposal pit.
STFs are commonly paired with other types of permits to be operated at the same
facility such as pits, reclamation plants, or recycling permits.



Waste Separation: Application

» The full application can be found online
— Operator information
— Location information
— Environmental information
— Facility design including waste processing information
— SDS for any chemicals
— Must contain an original signature
* Notification Requirements

« Commercial Facility Requirements

44

https://www.rrc.texas.gov/oil-and-gas/applications-and-permits/environmental-
permit-types/waste-separation-facilities/

There is no specific form for an STF application, but the full application
requirements are located on our website for submittal. It requires the
operator and location information of the proposed facility; environmental
factors ranging from information about the subsurface to listing all domestic
water wells within a 1-mile radius, as well as other factors; a description of
the facility design, detailing all of the facility equipment and waste processing
information; if the facility intends to utilize any chemicals in the separation
process, safety data sheets must be provided for all chemicals proposed; a
collection of maps and figures to represent the facility and surrounding area
are also requested; as well as more specific requirements detailed out on our
webpage, all of which must be submitted by hardcopy with original
signatures.

A cost closure estimate and specific notice requirements will also be required
with the submittal, but again, the full requirements needed to apply for a
waste separation, or STF, permit can be found in more detail on our website.



Questions?
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Commercial Solid and Fluid Recycling&®

Commercial Solid and Fluid
Recycling

46
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Commercial Recycling: Introduction & ‘

« The Commission encourages responsible
recycling of oil and gas waste

« Chapter 4B governs permitting and operation of
recycling facilities and is separated into 5
divisions

+ Common Waste Types for Recycling:

— Separated Solids from E&P Activities
— Produced Formation Water
— Fracture Flow-Back Water

— Completion/Workover Fluids (Used Drilling Mud)

47

Statewide Rule 8 and Chapter 4B have been written and amended in order to
encourage recycling in the oil field. The Commercial Recycling rules are divided into 5
separate divisions based on the type of oil and gas waste being treated and the
location and duration of the treatment operations. The most common of these
wastes include but are not limited to: separated solids from exploration and
production activities, produced formation water, fracture flow-back water, and
completion or workover fluids.
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Commercial Recycling: Divisions

» Solid Recycling
— Division 2 (Mobile Recycling)
* On-lease recycling up to 1 year on each lease
— Division 3
» Off-lease/centralized recycling up to 2 years
— Division 4

« Stationary recycling

48

Solid recycling is covered in Divisions 2, 3, and 4. Division 2, or more commonly
known as our mobile recycling permit, is an on-lease solid waste recycling facility that
is limited to operate on each lease for a maximum of 1 year. Application information
for Division 2 recycling must include a typical layout of the facility, processing
information, and storage and liner information. Off-lease, or centralized solid waste
recycling is covered in Division 3 and is limited to any location for a maximum of 2
years. Since the facility will be at one location for more than a year, environmental
and property information, financial security, monitoring wells, and surface owner and
adjacent landowner notifications will be required in addition to the requirements
listed for the Division 2 application. Division 4, or stationary solid waste facilities are
permitted for a single location for up to 5 years and can be renewed. The application
requirements of Divisions 4 include those of Divisions 2 and 3 but must also include
proper published notice.
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Commercial Recycling: Solids (1 of 2

Solid Recycling physically and chemically
stabilizes E&P solids so that they may be reused
for:
* Roadbase

— Lease roads and wells pads

— Private and county roads with proper authorization
* Reusable Product (Treated Aggregate)

— Requires an LOA for each use

— Non-load bearing construction fill, cement bulking
agents, landfill capping materials, berm material for
commercial or industrial site

49

Solid recycling physically and chemically stabilizes E&P solids to be reused as 2
main products, roadbase and reusable product. Roadbase is primarily spread
and used for lease roads and well pads, and if granted the proper
authorization can also be used for private and county roads. Reusable product
on the other hand requires a Letter of Authority for each use but can be used
for non-lead bearing construction fill, cement bulking agents, landfill capping
materials, or berm material for commercial and industrial sites. It should be
noted that while applications to recycle roadbase and reusable product are
similar, they do have different testing parameters depending on which end
product is applied for.



Commercial Recycling: Solids

e Trial Run

—1000 cy to be sampled, analyzed, and approved
— Demonstrates proof of concept

* Dirilling Mud (Notice to Operators, Dec 2014)

— A permit is not required if used drilling mud is treated
on a Commission-issued lease or drilling unit

— Resulting refined product (base oil/ diesel) is not
under RRC jurisdiction

50

Each solid recycling facility that is permitted must complete a trial run before
operations may start. 1000 cubic yards must be sampled, analyzed, and approved to
demonstrate the facilities ability to comply with environmental standards. If a facility
intends to switch the product between roadbase or reusable material during any time
while they operate a permit, a new trial run will be required with the new analytical
parameters. A notice to operators was issued in December of 2014 to maintain that
used drilling mud or fluid is under the jurisdiction of the Commission. However, a
permit is not required if used drilling mud is treated on a Commission-issued lease or

drilling unit, and any resulting refined product is not under the jurisdiction of the
Commission.
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Commercial Recycling: Divisions

 Fluid Recycling:
— Division 5
» Off-lease/centralized recycling up to 2 years
* Re-use for downhole purposes
— Division 6
« Stationary recycling

* Re-use for downhole purposes

51

All fluid recycling is covered by Divisions 5 and 6 to re-use fluid for downhole
purposes. Division 5 consists of off-lease, or centralized recycling for a maximum of 2
years at any location and requires the same application requirements described for
Division 3; while Division 6 consists of stationary fluid recycling facilities that are
permitted for up to 5 years and have similar application requirements to Division 4.
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Commercial Recycling: Fluids

» Recycled water may be used for downhole
purposes only:
— Dirilling fluid
— Frac fluid
— Concrete makeup water
— Other downhole uses
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Commercial Recycling:

« Each Division Rule is written as a permitting guide and
must be followed to apply for an application

— Operator, location, and design information
— Must contain an original signature

— Attachments addressing each application requirement of
the specific division must be included

* Notification Requirements

« Commercial Facility Requirements

53

So earlier it was briefly explained what may be needed to apply for each facility, but
each division rule for both solid and fluid recycling acts as a permitting guide to apply
for an application and further explains what requirements are necessary. All
applications must be submitted by hardcopy to Technical Permitting in Austin with
original signature and include the operator, location, and design information, plus the
specific attachments and notice requirements required by the Division of the desired
permit. Applications for all recycling permits must include a cost closure estimate for
review.
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House Bill 3516

Recent legislation passed in the 87t
session will require the Railroad
Commission to establish or rely on
current rules for the recycling of
commercial fluid.
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Check the website for future updates
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Questions?

Riley Monk
Riley.Monk@rrc.texas.gov

Environmental Permits & Support
512-463-3840
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Notice Requirements

Notice Requirements

56
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Notice Requirements by Rule

Requirements by Rule:
» Statewide Rule 8
— HT Discharges
— Pits
— Landspreading Facilities
— Waste Separation Facilities

» Statewide Rule 57
— Reclamation Facilities

Notice requirements under statewide rule 8 apply to all hydrostatic test discharges,
pits, landspreading and waste separation facilities. Reclamation facilities have their
own specific requirements under statewide rule 57.
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Notice Requirements by Rule (2 of 2

Requirements by Rule:

* 16 TAC Chapter 4 Subchapter B
— Division 2, 3, 4, 5 and 6 Recycling

» Texas Natural Resources Code Chapter 91
— Commercial Disposal Facilities
« Commercial Pits
« Commercial Landspreading
« Commercial Waste Separation Facilities

Division 1 covers general rules for commercial recycling and definitions. Recycling
divisions 2-6 each have their own notice requirements under 16 Texas Administrative
Code Chapter 4 Subchapter B. Any facility that falls under the category of a
commercial disposal facility such as a commercial pit, landspreading or waste
separation facility must complete notice requirements under the Texas Natural
Resources Code Chapter 91.
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Requirements by SWR Rule 8 (1 of 2

Statewide Rule 8 Notice
» Surface owner
« City clerk if within corporate limits
« Adjacent landowners
— Commercial facilities only
 Additional notice if required by the director

59

Statewide rule 8 requires the operator to provide notice to the surface owner where
disposal will take place and to the city clerk or other official if the facility is located
within corporate limits. If the facility is categorized as commercial, the operator is
required to provide notice to adjacent landowners within a %2 mile from the facility
boundaries. Additionally, under rule 8, the director of the oil and gas division can
require an operator to notice additional parties, such as local authorities, on a case-
by-case basis.
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Requirements by SWR Rule 8 (2 of 2

Statewide Rule 8 Notice

* Personal notice

— Mailed or delivered on or before the date the
application is mailed or delivered to the
commission in Austin

60

Notice given under rule 8 must be mailed or delivered on or before the date the
application is mailed or delivered to the commission in Austin. However, it is
recommended that notice should not be given more than 15 days before the
application is submitted.
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Requirements by SWR Rule 57 (1 of 2

Statewide Rule 57 Notice

» Surface Owner

» County Clerk

« City clerk if within corporate limits
» Published notice

61

Statewide rule 57 requires the operator applying for a reclamation plant permit
provide notice to the surface owner and county clerk where the facility will be
located. Notice must also be provided to the city clerk if the location is within
corporate limits and published in a newspaper of general circulation in the
corresponding county.
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Requirements by SWR Rule 57

Statewide Rule 57 Notice

* Personal notice
— Mailed or delivered on or before the date the
application is mailed or delivered to the
commission in Austin
* Published notice
— Published on or before the date the
application is mailed or delivered to the
commission in Austin
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Notice given under rule 57 must be mailed or delivered and published on or before
the date the application is mailed or delivered to the commission in Austin. However,
it is recommended that notice should not be published more than 15 days before the
application is submitted.
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Requirements by Chapter 4 (1 of 2

Chapter 4, Subchapter B Notice
« Surface Owner
« City clerk if within corporate limits
» Adjacent landowners
* Published notice
— Divisions 4 and 6 only

63

Chapter 4 subchapter B, which governs recycling facilities, requires the operator to
provide notice to the surface owner where the recycling facility will be located and to
the city clerk if the location is within corporate limits. Notice must also be given to
adjacent landowners within a %2 mile of the facility boundaries. For commercial
recycling facility applications under division 4 and 6, notice must be published in a
newspaper of general circulation in the corresponding county.
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Requirements by Chapter 4 (2 of 2

Chapter 4, Subchapter B Notice

* Personal notice

— Mailed or delivered on or after the date the
application is mailed or delivered to the
commission in Austin

* Published notice

— Once a week for two consecutive weeks with
the first publication occurring not earlier than
the date the application is filed and not later
than the 30" day after the date the application
is filed
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Notice for recycling facility applications should be mailed or delivered on or after the
date the application is mailed or delivered to the commission in Austin. Published
notice should occur once a week for 2 consecutive weeks with the first publication
occurring not earlier than the date the application is filed and not later than the 30th
day after the after the application is received by the commission.
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Requirements by HB 480

Texas Natural Resources Code (HB 480)

* Published notice

— Once a week for two consecutive weeks with
the first publication occurring not earlier than
the date the application is filed and not later
than the 30" day after the date the application
is filed
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Chapter 91 of the Texas Natural Resources Code requires that commercial disposal
facilities publish notice in in a newspaper of general circulation for the county where
the facility will be located. Published notice must occur once a week for 2 consecutive
weeks with the first publication occurring not earlier than the date the application is
filed and not later than the 30th day after the after the application is received by the
commission.
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When to Notice

When to Notice:

* New Applications

* Renewal Applications
» Major Amendments

— Determined on a case-by-case basis
— Contact Technical Permitting

Operators must give notice when filing a new application, a renewal, or requesting a
major amendment. Renewal applications have the same requirements as a brand-

new application and amendment requirements are determined on a case-by-case
basis.



Notice Must Include (1 of 2

Notice must Include:

* Notice to Surface Owners, Adjacent Surface
Owners and City/County Clerk Officials
— A complete copy of the application
— Protest instructions
— The mailing address for Technical Permitting
— Description of facility/operations

67

When giving notice to surface owners, adjacent landowners, or local officials, the
notice must include: a complete copy of the application, the instructions for protest,
the mailing address for technical permitting, and a description of the facilities’
operations. Protest deadlines vary under each rule, so make sure to check each
application requirements to provide the correct instructions.
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Notice Must Include (2 of 2

* Published Notice
— Date the application was filed
— Information about the facility location
— Name of the surface owner
— Name of the applicant
— Type of fluid or waste to be disposed of at the
facility
— Disposal method proposed
— Protest instructions

68

Recommended Notice Form:
https://www.rrc.texas.gov/media/nwedny4v/noticeform.pdf

When publishing notice in a newspaper, the notice must include the date the
application was or will be filed, the facility location including the county, survey name
and abstract number, the direction and distance from the nearest city or municipality,
the name of the surface owner, the name of the applicant, the type of waste that will
be disposed of at the facility, the disposal methods that will take place, and the
procedure for protesting the application. A recommended publish notice form can be
found on our website and is linked on the notes of this slide.
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Proof of Notice

Providing Proof of Notice
* A copy of the notification letters provided
— Certified mail is recommended

» Tear sheets of the full page from the
newspaper of published notice

» A sworn affidavit from the newspaper publisher

The recommended affidavit of publication form:

https://portalvhdskzlfb8q9lqr9.blob.core.windows.net/media/6564/noticeaffidavit.p
df

Operators must provide proof of notice which must include a copy of the notice letter
or a signed statement from the affected party that the application was received. It is
recommended that certified mail be used and the certified mail receipts be provided
as proof that proper notice was given. The tear sheets from the published notice
must be provided as well as a sworn affidavit from the newspaper publisher. A
recommend affidavit form can be found on our website.
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A summary table that lists the applicable rules to each type of application can be
found on our website. It is recommended that operators refer to this table when
determining the notice required for their application.



Notice General Comments (1 of 2

General Comments

» Landowner Notice is not required if the facility will
be located on land owned by the applicant

* If providing a telephone number for Environmental
Permits and Support, be sure to provide the
CORRECT phone number (512-463-3840). The
fax number is not acceptable

If the operator owns the land of the proposed facility, then landowner notice is not
required. If providing a telephone number when giving notice, make sure that the
correct phone number for the Environmental Permits and Support Division is used. If
an incorrect number is provided, the notice will not be accepted and the application
may be returned. So, make sure to use the number on this slide.
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Notice General Comments (2 of 2

General Comments

* Failure to provide proper notice within the required
time frames will result in an application being
returned or cancellation of a permit after issuance
if it is found that proper notice was not provided
(refer to the specific rules).

« Protests will not be accepted after the 15t day of
personal notice (surface and adjacent landowners).

 Protests will not be accepted after the 15t day of
the last publication date.

Failure to provide proper notice can result in the application being returned or the
permit being canceled. Protests cannot be accepted outside of the time frames
specified in each rule. If late protests are received, they can only be accepted as a
public comment to be included in the file.
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Questions?
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Additional Commercial Requirements &5

» Financial Security/Closure Cost Estimate
» Restrictive Covenant (if applicable)

+ NORM Surveying (existing facilities)

74

Additional requirements for commercial facility applications which include a financial
security and the corresponding closure cost estimate, a restrictive covenant, if

needed, and naturally occurring radioactive material or “NORM” surveys for existing
facilities that are conducted every 5 years or during renewal.



Financial Security and the
Closure Cost Estimate
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Financial Security Requirements

« Commercial facilities must maintain financial
security “equal to or greater than the
maximum amount necessary to close the
commercial facility, at any time during the life
of the permit term in accordance with all
applicable state laws”

76

Under statewide rule 78, commercial facilities are required to maintain a financial
security equal to or greater than the maximum amount necessary to close the facility
at any time during the life of the permit.
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Closure Cost Estimate (1 of 2

» A closure cost estimate (CCE) is a “written
estimate approved by the Commission or its
delegate as being equal to or greater than the
maximum amount necessary to close the
commercial facility”

* Requirements are found in Statewide Rule 78

» A closure cost estimate (CCE) must be
approved prior to submitting financial security

77

In order to determine this closure cost, the applicant must submit what is called a
closure cost estimate. A closure cost estimate, or CCE, is a written estimate approved
by the commission and is equal to or greater than the maximum amount necessary to
close the commercial facility. The full rules can be found in statewide rule 78, and the
CCE must be approved prior to submitting the financial security.
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When is a CCE Required

When is a CCE Required?

* Required for Commercial Facilities
— New Applications
— Renewal Applications
— Transfer Application
— Major Amendments

78

Since financial security is required for all commercial facilities, a CCE must be
provided for any commercial facility application. An updated CCE is required for a
renewal application, or every 5 years. If an applicant is requesting to transfer a
commercial facility permit, the new operator must submit a CCE. And any time an
amendment is requested, a new CCE may be required. This is determined on a case-
by-case basis, but a good rule of thumb is that if the closure cost will increase by
more than 10%, a new CCE will be required. The CCE must be approved, and the
financial security provided, before any approved modifications can take place.
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Major CCE Components

Major CCE Components:

» Offsite Waste Disposal Costs*

» Waste Loading & Transportation Costs
» Tank Cleaning/Removal/Disposal*

» Concrete Cleaning/Removal/Disposal
« Contaminated Soil Removal/Disposal
+ Site Restoration

+ Soil Sampling /Tilling (if applicable)

* Monitor Well Plugging

+ Closure Soil Sampling

+ Oversight & Contingencies

+ Post Closure Activities

79

This is a list of the main components that must be included in a CCE. Since a CCE must
reflect the maximum amount necessary to close the facility, it must assume the worst
case scenario and that no waste can be disposed of on-site. | will give you a moment
to read through each of the components. Post closure activities may include
groundwater monitoring and disposal pit inspections for 5 years after closure. If
NORM is determined to be present at a facility, the cost to decontaminate any
affected equipment under the Texas Department of State Health Services rules must
be included.
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CCE Assumptions

Show all assumptions for estimated costs.
— Remove all waste from entire facility
— Transport, disposal, removal, backfill
— Crew, dozers, welders, cleaning, etc.

Based on worst case scenario (i.e., all
pits/tanks are full)

The facility is operated at permitted capacity
with no pollution violations

Restrictive Covenants

— Property owner agrees material will be
available for closure

— Must be certified by the RRC

80

The operator must include all of the assumptions used to determine their closure
cost estimate. And as previously mentioned, must be based on the worst-case
scenario, for example it must be assumed that the facility is at full capacity and all
pits and/or tanks are full. The CCE cannot assume that any equipment will stay on
location as that does not represent the worst-case scenario. If a CCE assumes that
backfill material from the property will be used as agreed by the landowner, a
restrictive covenant must be provided, which | will cover in a few slides.
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Financial Securit

» Technical Permitting will issue a “CCE
Approval’ letter when the application is
complete

» P-5 Department processes all financial
security documents
—Bond — Form CF-1
— Letter of Credit — Form CF-2

A facility may not receive, store, handle, treat
or dispose of oil and gas wastes or fluids at
the facility until financial security is provided
and approved by the RRC
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Once an application is complete and the CCE approved, technical permitting will issue
a CCE Approval letter documenting the required amount of financial security. The
operator can file financial security in the form of a bond or letter of credit. Any
guestions related to filing financial security should be directed to the P-5 department.
The financial security must be provided and approved prior to beginning operations
at the permitted facility.



Financial Security(2 of 2

Filing Financial Security

* When transferring a permit, financial security
must be on file with the RRC before the
transferred permit will be issued.

» Financial Security must be maintained until
the facility has been closed in accordance
with the permit

82

During a renewal, transfer, or amendment of an active facility, financial security must
be provided before a new permit can be issued. The financial security must be
maintained until the facility has been closed according to permit conditions.
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Restrictive Covenant
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Restrictive Covenant Definition

What is a Restrictive Covenant (RC)?

» Deed restriction stating that soil material will
be used for closure

T—
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Restrictive Covenant: Is it Required?&5

When is a RC Required?

» A Restrictive Covenant is required if fill dirt
will be stored or excavated from the property
to use for backfilling or grading during closure
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Restrictive Covenant Components @

» Restrictive Covenant Form

— A deed restriction stating that soil will be
available for closure

— The location of the material
— Type of material
— Volume/amount of material

— Exhibit A and B certified by a registered
professional land surveyor

86

https://www.rrc.texas.gov/media/pdgg04se/restcovenantform.pdf

A restrictive covenant form is available on our website and includes a deed restriction
stating that the soils will be available for closure. It includes the location, type, and
volume of material. And lastly 2 exhibits must be attached that have been certified by
a professional land surveyor registered in the state of Texas.
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Restrictive Covenant Filing

1. Operator submits a draft RC

2. Technical Permitting approves the closure cost
estimate and the closure plan

3. Operator submits a signed RC with signatures
— The landowner
— the operator

RRC signs the RC

RRC returns the RC to the Operator

6. Operator shall file the signed RC to the property
records of the county where the property is
located

7. The Operator shall provide a certified copy of
the RC back to the RRC

o &

87

To file a restrictive covenant the operator must submit a draft to be reviewed by legal
counsel. Once the draft is approved, along with the CCE, the operator must submit a
restrictive covenant signed by the operator and landowner. A representative from the
commission will sign the copy and return it to the operator. The operator must then
file the restrictive covenant in the corresponding county and provide the proof of
filing back to the commission. This must be done before operations can commence at
the permitted facility.
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NORM Surveys
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NORM Definition

« NORM: Naturally Occurring Radioactive Material

— Encountered in oil and gas exploration,
development and production operations, and
originates in subsurface formations

— Accumulates within the sludge found in oilfield
pits and tanks (tank bottoms). These solids
become sources of oil and gas NORM waste

— 6 TAC Chapter 4, Subchapter F
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NORM Jurisdiction

» Texas Department of State Health Service
(DSHS)

— Regulates possession, use, transfer,
transport, and storage

x*
Xy TEXAS
Department of
State Health Services

— The RRC gives authority to dispose of NORM
waste in NORM authorized injection wells

90

NORM is regulated by the Texas department of state health services which governs
the possession, use, transfer, transport, and storage of NORM waste. The commission
can authorize the disposal of NORM waste in NORM approved injection wells.



When a NORM Surve

* Renewal applications for commercial facilities

* Transfer of commercial facilities that have not
been surveyed in over five (5) years

» The presence of NORM will affect the
financial security

91

A NORM survey must be completed during the renewal of an existing commercial
facility or every 5 years. As previously mentioned, if NORM is found to be present at a
facility, the cost to dispose of the NORM waste must be included in the closure cost
estimate and corresponding financial security.
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What to Include in a NORM Surve

» The date of the survey

* The instrument used, the last calibration date,
and a copy of the calibration records

» A background reading

» A site diagram showing where all readings,
including the background, were taken. All
tanks, pits and equipment are required to be
surveyed

» The survey results (in microroentgens per
hour)

92

A NORM survey is conducted using a scintillation meter. When providing the results
of the survey, the operator should include the date of the survey and the instrument
used including the calibration records. The results should include a background
reading and the results of the NORM readings from any tanks, pits, and other
equipment.



Results

+ |ldentification of Equipment Contaminated
with NORM

* RULE §4.605 states that the operator must
identify NORM-contaminated equipment.
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If NORM is detected at a facility, the NORM contaminated equipment must be clearly
labeled as NORM in legible and waterproof writing.
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Questions?

Abby Klein
Abby.Klein@rrc.texas.gov

Environmental Permits & Support
512-463-3840
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Evaluation & Archive Video

Evaluation

» Please complete the evaluation available
on the RRC website at
https://survey.alchemer.com/s3/6403402/2
021-RRC-Regulatory-Webinars-Oil-Gas-
and-Pipeline-Safety-Evaluation

Archive Video
* Alink to the archive video of the webcast

will be available on the same webpage as
the presentation.
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