PROPOSED ACTION ON REGULATIONS

Title 26
DEPARTMENT OF THE
ENVIRONMENT

Subtitle 19 OIL AND GAS RESOURCES

26.19.01 Oil and Gas
Production

Exploration and

Authonty: Environment Article, §14-103, Annotated Code of Maryland

Notice of Proposed Action
[16-282-PI]
The Secretary of the Environment proposes to repeal existing
Regulations .01—.15 and adopt new Regulations .01—.61 under
COMAR 26.19.01 Oil and Gas Exploration and Production.

Statement of Purpose

The purpose of this action is to update the regulations governing
the exploration and production of oil and gas to address technologies
that were not typically employed in Maryland when the existing
regulations were adopted. including hydraulic fracturing —and
horizontal drilling. Section 14-107.1 of the Environment Asticle,
Annotated Code of Maryland, requires the Department to adopt
regulations to provide for the hydraulic fracturing of a well for the
exploration and production of natural gas in the State.'Section 14-105
of the Environment Article requires the Department to establish fees
on the issuance and renewal of drilling and operating permits. The
proposed action fulfills both of these requirements. The proposal will
ensure that any exploration and production of eil and gas. including
from the Marcellus Shale, is conducted in a manner protective of
public health, safety, the environment, and natural resources.
Specifically. the proposed action addresses the following:

* Protection of drinking water sources through requirements for
drilling, well and well pad construction, integrity and pressure
testing, storage of chemicals, setbacks and locafion. restrictions,
baseline and ongoing water quality monitoring, and replacement of a
water supply in the event of contamination due to-oil or gas
exploration or production activities;

* Protection of aquatic habitat through requirements related to
stormwater management, well pad design and storage of chemicals,
water withdrawals, setbacks from streams and wetlands, and a
prohibition on drilling within the watershed of Deep Creek Lake;

* Protection of air quality through requirements for the use of
best available technology for control of air emissions, leak detection
and repair, and the reporting and offset of methane emissions;

* Public safety through requirements for emergency response
planning, prompt notification and cleanup of spills, releases, fires, or
other incidents, site security, provision of chemical information to
medical personnel, and blowout prevention;

*» Public participation opportunities and access to information
through comprehensive development planning, the permit review
process for each well, and provisions requiring the disclosure of
chemical information;

* Proper management of wastes through requirements for
closed-loop management and recycling of flowback and produced
water, proper disposal, tracking and recordkeeping for wastes that
cannot be recycled on site, and a prohibition on disposal of flowback
of produced water through underground injection;

*+ Well plugging and site reclamation through technical
standards and deadlines for plugging wells and reclaiming the well
site, bonding for each well, and insurance requirements for personal
injury, property damage, and environmental pollution; and
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* Consistent Department oversight, including by requiring each
operator to conduct drilling and hydraulic fracturing of only one well
at a time and requiring Department approval of an operator’s
proposed date to start drilling.

Comparison to Federal Standards
There is no corresponding federal standard to this proposed action.

Estimate of Economic Impact

I. Summary of Economic Impact. The proposed regulations for
oil and gas exploration and production will economically impact
many different parties, both positively and negatively, relative to the
existing oil and gas regulations. These economic impacts cannot be
quantified because the future level of oil and gas development in
Maryland depends on market conditions and decisions of independent
economic actors. Impacts to each potentially affected party are
discussed in detail below; these descriptions focus primarily on
impacts to Garrett and Allegany Counties because these areas are
currently the most likely to see future oil and gas development, but
the impacts described would be similar for oil and gas development
in other parts of the State.

Revenue (R+/R-)

II. Types of Economic Expenditure

Impact. (E+/E-) Magnitude
A. On issuing agency:
(1) Program

implementation (EH) Indeterminable
(2) Funding of program

implementation (R+) Indeterminable
B. On other State

agencies: (EH) Minimal
C. On local governments:
Road improvements and

maintenance (E-) Indeterminable

Benefit (+)
Cost (-) Magnitude

D. On regulated industries or trade groups:
(1) Oil and gas companies (-) Indeterminable
(2) Trucking companies  (-) Indeterminable
E. On other industries or trade groups:
(1) Environmental

consultants and laboratories (+) Indeterminable
(2) Tourism-related

businesses &) Indeterminable
(3) Real estate &) Indeterminable
F. Direct and indirect effects on public:
Public health, natural

resources, drinking water ) Indeterminable

III. Assumptions. (Identified by Impact Letter and Number from
Section IT.)

A(1). There will be an economic impact to the Department of the
Environment (the Department). The regulatory and permitting
requirements will require additional work by Department staff. How
much additional work would vary depending on the level of drilling
activity in Maryland. Some of the additional work for the Department
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would include additional work reviewing the required baseline
monitoring data and more detailed permit applications. There would
also be additional work to monitor compliance with the more detailed
regulations and with permit conditions. Any additional costs to the
Department for this work cannot be estimated.

A(2). Environment Article, §14-105, Annotated Code of
Maryland, authorizes the Department to assess permit and production
fees in an amount necessary to operate the regulatory program, with a
provision for annual adjustment.

B. Certain State agencies, primarily the Department of Natural
Resources (DNR) and the Department of Health and Mental Hygiene
(DHMH), will receive copies of the comprehensive development
plans (CDPs) and permit applications with an invitation to comment.
This will likely result in additional workload but minimal additional
expenditures. DNR will also be tasked with coordinating with the
Department on the evaluation of the environmental assessment,
though this responsibility exists under current law and regulations.

C. There is a potential for a positive economic impact to local
jurisdictions if roads are improved or maintained at the cost of the
exploration or drilling company. Under proposed Regulation .33, one
method required to be included in an applicant’s transportation plan,
if practicable, is improving the roads to be used so that damage to the
roads is minimized.

D(1). The largest economic impact will be to oil and gas
exploration and production companies that work in Maryland. These
companies will have to meet the more stringent oil and gas
exploration and production regulations. These regulations are more
stringent than what is currently required in Maryland regulations. and
as stringent, or more stringent, than what is required in other states
that were surveyed. Some of these additional requirements will result

in negligible additional costs to the oil and gas companies because
many of the best practices that will be required by these regulations
have become fairly common industry practices among the larger
companies that engage in this type of activity. The added costs to
these companies may include the costs related to the Comprehensive
Development Plan, one year of baseline water monitoring before a
well can be drilled, ongoing monitoring during drilling, hydraulic
fracturing, and production., well construction standards; and any
additional testing required by the Department. Any additional costs to
oil and gas companies from these requirements cannot be estimated.
There will also be added costs to oil and gas companies to comply
with the financial assurance provisions of the regulations. These
companies must have liability insurance, environmental pollution
liability insurance, and a performance bond. a blanket bond, cash, a
certificate of deposit, or a letter of credit.

D(2). There is also the potential for economic impacts to trucking
companies that contract with oil and gas companies to transport
materials to and from the well sites. All trucks transporting waste
materials from the site must have a Global Positioning System (GPS)
to track the transport and disposition of these materials. To the extent
that trucks do not already have GPS systems. this will be an
additional cost to trucking companies. This cost cannot be estimated,
as it depends on a number of factors, including the level of drilling
activity, the number of trucks in a company’s fleet. and which trucks
if any already have a GPS.

E(1). There will be positive economic impacts to environmental
consultants and laboratories for the additional work that will be
required by the regulations. It is likely that the drilling companies
will hire consultants and use laboratories to do all of the necessary
environmental  assessments, baseline monitoring, ongoing
monitoring, testing and analytical procedures, and any other
environmental studies or assessments required by regulations or
permit. Any additional revenues to consultants cannot be estimated.

E(2). There will be positive economic impacts to real estate
professionals and tourism related businesses in Garrett and Allegany
Counties as a result of replacing the existing regulations with these
more stringent regulations. The protections included in these
regulations will help to minimize any negative impact to property
values that may result from drilling activity, which will positively
impact property owners and real estate professionals. Stronger
regulations for oil and gas drilling will also benefit the tourism
industry and tourism related businesses by ensuring better protection
of the natural environment which is the driver for much of the
tourism in these two counties.

E(3). There will be positive economic impacts to real estate
professionals and tourism related businesses in Garrett and Allegany
Counties as a result of replacing the existing regulations with these
more stringent regulations. The protections included in these
regulations will help to minimize any negative impact to property
values that may result from drilling activity, which will positively
impact property owners and real estate professionals. Stronger
regulations for oil and gas drilling will also benefit the tourism
industry and tourism related businesses by ensuring better protection
of the natural environment which is the driver for much of the
tourism in these two counties.

F. There will be positive economic impacts to the residents in
Garrett.and Allegany Counties by enacting these more stringent
regulations ~in replacement of the existing regulations. The
regulations will minimize the impacts from drilling to public health,
safety, the environment and natural resources in these two Counties.
By minimizing these impacts, the general citizenry of the two
Counties will benefit from enhanced public health protection and
safety, including better protections for air quality and sources of
drinking water. Additionally. the natural environment of the two
Counties will be better protected. including forests, rivers, streams
and other water bodies. wildlife, flora and fauna.

Economic Impact on Small Businesses
The proposed action has a meaningful economic impact on small
business. An analysis of this economic impact follows.

Small Business Analysis Worksheet
la. Intended Beneficiaries. Who are the intended beneficiaries of
the proposed regulation? Are these intended beneficiaries primarily
households or businesses?

The intended beneficiaries of the proposed regulations are
residents of and visitors to Garrett and Allegany Counties or other
areas where oil and gas development may occur in the future. These
beneficiaries are primarily households. The proposed regulations will
have some indirect benefits to environmental consultants and
laboratories, as well as the real estate and tourism industries. but
these are not the primary intended beneficiaries.

1b. Intended Beneficiaries: Households. If households are the
primary intended beneficiaries, will the proposal affect their income
or purchasing power such that the volume or patterns of their
consumer spending will change? If so, what directions of change
would you anticipate? Will these expected spending changes have a
disproportionate impact on small businesses? Can you descriptively
identify the industries or types of business activities that are
impacted?

The proposal should not materially affect the income or
purchasing power of households and thus will not change the volume
or patterns of their consumer spending.

lc. Intended Beneficiaries: Businesses. If businesses are the
intended beneficiaries, identify the businesses by industry or by types
of business activities. How will businesses be impacted? Are these
Maryland establishments disproportionately small businesses? If so,
how will these Maryland small businesses be affected? Can you
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identify or estimate the present number of small businesses affected?
Can you estimate the present total payroll or fotal employment of
small businesses affected?

Companies in the tourism business may benefit because the
proposed regulations are much more protective of the environment
and natural resources than the existing regulations. Some of these
companies are small businesses. The Department does not have
information on the number or proportion of small businesses in the
total population of the tourism businesses.

2a. Other Direct or Indirect Impacts: Adverse. Businesses may not
be the intended beneficiaries of the proposal. Instead. the proposal
may direct or otherwise cause businesses to incur additional expenses
of doing business in Maryland. Does this proposal require Maryland
businesses to respond in such a fashion that they will incur additional
work-time costs or monetary costs in order to comply? Describe how
Maryland establishments may be adversely affected. Will Maryland
small businesses bear a disproportionate financial burden or suffer
consequences that affect their ability to compete? Can you estimate
the possible number of Maryland small businesses adversely
affected? (Note that small business compliance costs in the area of
regulation are the sum of out-of-pocket (cash) costs plus time costs
— usually expressed as payroll, akin to calculations for legislative
fiscal notes. Precise compliance costs may be difficult to estimate,
but the general nature of procedures that businesses must accomplish
to comply can be described.)

The proposed regulations affect oil and gas-exploration and
production companies. Most of these companies are likely to be large
businesses. However, it is possible that some companies or their
contractors are small businesses. The Department does not have
information on the number or proportion of small businesses in the
total population of oil and gas businesses. Oil and gas companies will
have to meet the more stringent regulations when conducting drilling
operations in Maryland. The regulatory requirements are more
stringent than what is currently required in!Maryland regulations.
Some of these additional requirements will result in negligible
additional costs to large oil and gas companies because some of the
requirements are already included among common industry practices.
The smaller oil and gas companies will likely have larger additional
costs to comply with the regulations to the extent that the additional
requirements are not practices that they curently follow. Any
additional costs to small oil and gas businesses from these
requirements cannot be estimated. There will also be added costs to
oil and gas companies to comply with the financial assurance
provisions of the regulations. Any additional costs to small
businesses from the financial assurance requirements cannot be
estimated.

There is also potential for economic impacts to trucking
companies that confract with oil and gas companies to transport
materials to and from the well sites. All trucks transporting these
materials must have a GPS to ensure the safe tracking and disposition
of these materials. To the extent that trucks do not already have GPS
systems, this will be an additional cost to trucking companies. These
costs cannot be estimated. The Department does not have information
on the number or proportion of small businesses in the total
population of trucking companies.

2b. Other Direct or Indirect Impacts: Positive. Maryland
businesses may positively benefit by means other than or in addition
to changed consumer spending patterns. How may Maryland
businesses be positively impacted by this initiative? Will Maryland
small businesses share proportionately or disproportionately in these
gains? Can you estimate the possible number of Maryland small
businesses positively affected?

There will be positive economic impacts to environmental
consultants and laboratories for the additional work that will be
required by the regulations. It is likely that the drilling companies
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will hire consultants and use laboratories to do all of the necessary
environmental  assessments, baseline monitoring, ongoing
monitoring, testing and analytical procedures. and any other
environmental studies or assessments required by regulations or
permit. Any additional revenues to consultants cannot be estimated.
The Department cannot estimate the number or portion of small
businesses in the total population of environmental consulting and
laboratory businesses likely to be positively impacted by these
regulations.

There may also be positive economic impacts to real estate
professionals and tourism related businesses in areas in which oil and
gas development occurs by enacting these more stringent regulations.
The protections included in these regulations will help to minimize
any negative impacts to property values that may otherwise have
resulted from drilling activity, which will positively impact property
owners and real estate professionals. Stronger regulations for oil and
gas drilling will also benefit the tourism industry and tourism related
businesses by ensuring better protection of the natural environment
which is the driver for much of the tourism in Garrett and Allegany
Counties in particular. The Department cannot estimate the total
number or portion of small businesses in the total population of either
real estate businesses or tourism related businesses, although it is
likely to be a large proportion of the total population of both. The
Department also cannot estimate the total additional revenues to
either of these types of businesses.

3. Long-Term Impacts. There are instances where the longer run
economic impact effect from regulations differ significantly from
immediate impact. For example, regulations may impose immediate
burdens on Maryland small businesses to comply, but the overall
restructuring of the industry as a consequence of monitoring and
compliance may provide offsetting benefits to the affected small
businesses in subsequent years. Can you identify any long run
economic impact effects on Maryland small businesses that over time
(a) may compound or further aggravate the initial economic impact
described above, or (b) may mitigate or offset the initial economic
impact described above?

Costs to oil and gas companies and frucking companies to comply
with the more stringent regulations may be concentrated in the first
few years of oil and gas development as these companies make initial
capital expenditures on equipment (such as GPS systems for trucks)
and training. Many of the planning requirements in the proposed
regulations may involve more significant initial efforts by oil and gas
companies, after which the plans can be adapted for site-specific
conditions at each well. As a result, long-term economic impacts to
oil and gas companies and trucking companies may be mitigated or
offset by these initial expenditures.

4. Estimates of Economic Impact. State Government Article, §2-
1505.2 requires that an agency include estimates, as appropriate,
directly relating to: (1) cost of providing goods and services: (2)
effect on the work force; (3) effect on the cost of housing; (4)
efficiency in production and marketing; (5) capital investment,
taxation, competition, and economic development; and (6) consumer
choice.

(1) Cost of providing goods and services: The Department
cannot determine the additional costs of providing the services
included in the regulations.

(2) Effect on the work force: There will be better public
health and safety protections for oil and gas employees in Maryland
from these more stringent regulations. The Department cannot
estimate this benefit in dollar terms.

(3) Effect on the cost of housing: The added protections in
these regulations should serve to limit any decrease in home values
that may otherwise have occurred as a result of oil and gas
development by affording homeowners better public health, safety,
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and environmental protections. The extent of this effect cannot be
estimated.

(4) Effect on efficiency in production and marketing: None
expected.

(5) Capital investment, taxation, competition, and
economic development: The level of capital investment, taxation,
competition, and economic development resulting from these
regulations is unlikely to be significantly different than that under the
current regulations. The Department cannot estimate any changes in
these amounts.

(6) Consumer choice: None expected.

Impact on Individuals with Disabilities
The proposed action has no impact on individuals with disabilities.

Opportunity for Public Comment
Comments may be sent to Jeffrey Fretwell, Director, Legislative
and Intergovernmental Relations, Maryland Department of the
Environment, 1800 Washington Blvd., Baltimore, MD 21230, or call
410-537-3537, or email to marcellus.mde@maryland.gov, or fax to
410-537-3888. Comments will be accepted through December 14,
2016. A public hearing has not been scheduled.

Editor’s Note on Incorporation by Reference

Pursuant to State Government Article, §7-207, Annotated Code of
Maryland, (1) Guidelines for Administering Oil and Gas Activity on
State Forest Lands (Pennsylvania Department of Conservation and
Natural Resources, Revised 2013) and (2) Certification for Drinking
Water Treatment Chemicals — Health Effects (NSE/ANSI Standard
60, 2015 Edition) have been declared documents generally available
to the public and appropriate for incorporation by reference. For this
reason, they will not be printed in the Maryland Register or the Code
of Maryland Regulations (COMAR). Copies of these documents are
filed in special public depositories located throughout the State. A
list of these depositories was published in 43:1 Md. R. 10 (January 8,
2016), and is available online at www.dsd.state.md.us.  These
documents may also be inspected at the office of the Division of State
Documents, 16 Francis Street, Annapolis, Maryland 21401,

.01 Scope and Applicability.
A. This chapter establishes the requirements for:
(1) Conducting seismic operations;
(2) Drilling a new well for the exploration or production of oil
or gas;
(3) Operating a well for the exploration or production of oil or
gas; and
(4) Drilling and operating a well for the storage of gas.
B. A seismic operation is subject only fto Regulations .04 — .08,
.11, and .60 of this chapter.
C. The renewal of a drilling and operating permit for a well that
has already been drilled:
(1) Is subject to the permit renewal procedures under
Regulation .18 of this chapter; and
(2) Is not subject to the:
(a) Comprehensive development plan requirements under
Regulations .10, .12, and .13 of this chapter;
(b) Requirements for the initial drilling and operafing
permit application under Regulations .14— .17 of this chapter;
(c) Environmental assessment and baseline monitoring
requirements under Regulation .19 of this chapter; or
(d) Location restrictions and setbacks under Regulation .20
of this chapter.

.02 Definitions.
A. In this subtitle, the following ferms have the meanings
indicated.

B. Terms Defined.

(1) Administratively Complete.

(a) “Administratively complete” means that the application
contains the information and supporting documents requested on the
application form.

(b) “Administratively complete” does not mean that the
application is complete for purposes of Regulation .17B(3) of this
chapter.

(2) “Angular deviation and directional survey” means a well
survey that indicates, at fiequent intervals, the amount and azimuth
that the hole has departed fiom vertical.

(3) “Annular space” means the area between the inner and
outer walls of two concentric casings and the area between the outer
casing and the wall of a borehole.

(4) “API” means American Petroleum Institute, a national
trade association that represents the oil and natural gas industry in
the United States and that develops and publishes standards and
other documents.

(5) “Aquatic habitat” means all streams, rivers, seeps, Springs,
wetlands, lakes, ponds, water reservoirs, and 100-year floodplains.

(6) “Base fluid” means the confinuous phase fluid used in the
makeup of a well stimulation treatment fluid or drilling fluid.

(7) “Baseline monitoring ” means gathering and reporting data
according to protocols developed by the Department to characterize
the condition of ground water and surface water in the vicinity of a
planned well pad before site preparation and drilling.

(8) “Blowout” means an uncontrolled flow of gas, oil, or other
well fluids into the atmosphere, which may occur when formation
pressure exceeds the pressure applied fo it by the column of drilling
fluid.

(9) “Blowout prevention equipment” means devices attached to
the top of the well casing that can be closed and shut off to control
pressure and flow at the wellhead.

(10) “Brackish and salt water” means water with a tofal
dissolved solids concentration greater than 1,000 milligrams per
liter.

(11) “Bridge plug” means an expandable device used inside
the casing of a well to isolate certain zones or to seal the casing to a
shallower depth:

(12) “CAS” means Chemical Abstract Service.

(13) “Circulating medium” means any type of liquid, gas, or
slurry used as an agent to remove drill cuttings and to cool the bit.

(14) CO, Equivalent Emissions (CO-e).

(a) “CO; equivalent emissions (CO»e)” means the amount
of greenhouse gas emitted.

(b) “CO; equivalent emissions (CO-e)”for methane is
computed by multiplying the mass amount of emissions, in fons per
year, by methane’s associated global warming potential.

(15) “Commingle production” means to mix hydrocarbons
firom two or more pay zones in the same well.

(16) “Comprehensive development plan (CDP)” means a
document prepared by a person holding oil or gas interests
describing the person’s plans for exploration and production in the
Maryland portion of an oil- or gas-bearing formation for at least the
succeeding 5 years.

(17) “Conductor pipe” means a pipe used near the surface to
prevent unconsolidated material from caving or sloughing info the
hole.

(18) “Coning” means the cone-shaped invasion of water
underlying oil or gas in an oil or gas reservoir or invasion of gas
overlying oil in a reservoir as the oil or gas is withdrawn fiom a well.

(19) “Critical Area” has the meaning stated in COMAR
27.01.01.01B.
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(20) "Cuttings" means the fragments of rocks and soil produced
by the drill bit during the drilling process and brought fo the surface
in the circulating medium.

(21) “Department” means the Department of the Environment.

(22) “Diesel fuel” means a substance with one of the following
CAS numbers:

(a) 68334-30-5 Primary Name: Fuels, diesel;

(b) 68476-34-6 Primary Name: Fuels, diesel, No. 2;

(c) 68476-30-2 Primary Name: Fuel oil, No. 2;

(d) 68476-31-3 Primary Name: Fuel oil, No. 4, or

(e) 8008-20-6 Primary Name: Kerosene.

(23) “Directional drilling” means:

(a) Aiming wells at horizontally displaced bottom-hole
targets; and

(b) Intentional deviation of a borehole fiom the path it
would naturally fake.

(24) “Discharge” has the meaning stated in COMAR
26.08.01.01B(20).

(25) Drilling Liquid.

(a) "Drilling liquid” means a fluid, such as mud or wafer,
circulated in a borehole fo remove the drill cuttings from the hole
and to cool the drill bit.

(b) “Drilling liquid"” does not include air or gas.

(26) “Dry hole” means a well that encountered no oil or gas-of
commercial significance.

(27) “Environmental assessment” means a document prepared
by an applicant for a gas and oil drilling and operating permit in
accordance with guidance firom the Department and submitted with
an application for the permit that includes, at a minimum;, a
discussion and evaluafion of the possible ecological, aesthetic,
historic, cultural, economic, social, or health impacts of the planned
drilling and operating activify.

(28) “Existing well” means a well drilled before Ocfober 1,
2017.

(29) “Explosives” means any chemical compound, mixfure, or
device, the primary purpose of which is to function by explosion
through substantially instantaneous release of gas and heat, unless
the compound, mixture, or device is otherwise specifically classified
by the Interstate Commerce Commission or other federal agency.

(30) “Flowback” means well stimulation treatment fluid and
Jformation water that comes to the surface through the borehole
during the first few days after well stimulation is completed.

(31) “FracFocus” means the national hydraulic fracturing
chemical registry managed by the Ground Water Protection Council
and the Interstate Oil and Gas Compact Commission.

(32) “Fresh water” means water with a total dissolved solids
concentration of 1,000 milligrams per liter or less.

(33) “Gas” means all natural gas and other fluid
hydrocarbons, not defined as oil, that are produced fiom a natural
oil or gas reservoir.

(34) “Gross vehicle weight rating (GVWR)” means the value
specified by the manufacturer as the maximum design loaded weight
of a single vehicle, consistent with good engineering judgment.

(35) “Heavy duty engine” means any engine which the engine
manufacturer could reasonably expect to be used for motive power in
a heavy-duty vehicle.

(36) “Heavy duty vehicle” means any motor vehicle that:

(a) Is rated at more than 8,500 pounds GVWR;

(b) Has a vehicle curb weight of more than 6,000 pounds; or

(c) Has a basic vehicle fiontal area of more than 45 square
Jfeet.

(37) “High volume hydraulic fracturing” means all stages of a
stimulation freatment of a well by the pressurized application of more
than 80,000 gallons per stage or more than 300,000 gallons total of
hydraulic fracturing fluid and proppant to inifiate or expand
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Jfractures in a geologic formation to enhance extraction or production
of oil or gas.

(38) “Hydraulic fracturing” means a stimulation treafment
performed on oil and gas wells in low-permeability oil or gas
reservoirs whereby specially engineered fluids are pumped at high
pressure and rafe into the reservoir interval to be treated, causing
Jfractures fo open.

(39) “Hydraulic fracturing fluid” means a mixture of a base
fluid, proppant, and chemical additives injected through a well
drilled into an oil- or gas-bearing rock formation under high but
controlled pressure to initiate or propagate fiactures in a geologic
Jformation to enhance extraction or production of oil or gas.

(40) “Impermeable” means having a hydraulic conductivity of
less than or equal to 1 times 107 centimeters per second.

(41) “Inifial drilling and operating permit” means a drilling
and operating permit for a well or proposed well for which no
drilling and operafing permit has previously been issued.

(42) “Injection well” means a well used for the subsurface
emplacement of fluids.

(43) “Irreplaceable natural area” means a site designated by
the Department of Natural Resources as Tier 1 or Tier 2 under the
Biodiversity Conservation Network.

(44) “Killing the well” means overcoming downhole pressure
through the use of drilling liquid or water.

(45) “Log” means a continuous record as a function of depth,
usually graphic and plotted fo scale on a narrow paper strip, of
observations._ made on the rocks and fluids of the geologic section
exposed in-a well bore.

(46) “Mechanical plug” means an expandable device placed in
a well to act as a water-tight, oil-tight, and gas-tight seal.

(47) “Mineral owner” means a person who has the right by
deed, lease, or otherwise tfo drill info and produce firom a pool, or to
store in a pool, and appropriate the oil or gas the person produces or
stores either for the person or others.

(48) “New well” means an oil or gas well drilled on or after
Oclober 1, 2017!

(49) “Nonporous material” means benfonific solids, cement,
or equivalent materials approved by the Department which will
retard the movement of fluids.

(50) “Nontidal wefland” has the meaning stafed in COMAR
26.23.01.01.

(51) “Oil” means crude petroleum oil and other hydrocarbons,
regardless of specific gravity, that are produced at the wellhead in
liquid form, except liquid hydrocarbons known as distillate or
condensate recovered or extracted fiom gas.

(52) “Oil or gas reservoir” means a natural underground oil-
or gas-bearing formation.

(53) “Open-flow test” means a measurement of the rate of flow
of a gas well when flowing into the air, unrestricted by any pressure
other than that of the atmosphere, and usually measured in thousands
of cubic feet (Mcf) per day.

(54) Operator.

(a) “Operator” means a person who, by virtue of
ownership, or under the authority of a lease or any other agreement,
has the right fo drill, stimulate, complete, operate, maintain, or
control an oil or gas well or production facility.

(b) “Operator” includes:

(i) A person who holds a permit to drill or operate a well;

(ii) A supplier, other than one that only supplies an
additive or proppant for use in drilling or well stimulation, and

(iii) A mineral owner.

(55) “Pay zone” means an oil or gas reservoir or portion of a
reservoir that contains economically producible hydrocarbons.
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(56) “Perforafing” means making holes through the casing
opposite the producing zone fo allow the oil or gas to flow info the
well.

(57) “Permittee” means the person in whose name a seismic
permit or a drilling and operating permit has been issued.

(58) “Person” means the federal government, the State, a
county, municipal corporation, or other polifical subdivision of the
State, or their units, or an individual, receiver, frustee, guardian,
executor, administrator, fiduciary, or representative of any kind, or a
partnership, firm, associafion, public or private corporation, or any
other entity.

(59) “Pilot hole” means a vertical boring located from land
surface fo the bottom of the targeted geologic formation to assist in
the identification of geologic features, underground voids, gas- or
water-bearing formations, geologic faults, and the deepest
underground source of drinking water.

(60) “Plug” means a mechanical device or cement placed in a
well as a barrier to prevent the movement of liguids and gas.

(61) “Plugging” means the installation of a plug in a well
Jfollowing the end of operatfion of the well, as required under
Regulation .57 of this chapfer.

(62) “Pollutant” has the meaning stated in COMAR
26.08.01.01B(66).

(63) “Pool” means an underground oil or gas reservoir
containing a common accumulation of oil or gas, or both.

(64) “Pooled unit” means an area within which-owners of
different properties in an area have voluntarily agreed fo participate
in a well drilled within the unit.

(65) “Pressure maintenance” means the injection of liguid or
gas into an oil or gas reservoir fo increase or maintain reservoir
pressure in order fo recover additional quantities of hydrocarbons.

(66) “Produced water” means water that is produced fiom a
wellbore that is not flowback.

(67) “Producer” means the owner of a well capable of
producing oil, gas, or both.

(68) "Producing zone" means the stratum, bed, or formation
Jfrom which oil or gas enters the well.

(69) Production.

(a) “Production” means the act or process of producing oil
or gas from a natural oil or gas reservoir.

(b) “Production” does not include the sale or distribution
of oil or gas.

(70) Production Facilify.

(a) “Production facility” means any equipment attendant to
oil and gas production.
(b) “Production facility” includes:
(i) Tanks;
(ii) Flowlines;
(iii) Headers;
(iv) Wellheads;
(v) Heafer treaters;
(vi) Pumps;
(vii) Valves;
(viii) Compressors located on site at a well pad;
(ix) Injection equipment; and
(x) Gathering lines and intrastafe pipelines, except those
that are downstream of the point of custody fransfer of the oil or gas
and are not controlled by the operator of the oil or gas production
operation.

(71) “Proppant” means material inserted or injected info the
underground geologic formation that is intended fo prevent fractures
from closing.

(72) “Ready-reserve” means the state of an engine that may
not be performing work at all times, but must be ready fo fake over

powering all or part of an operation at any time to ensure safe
operation of a process.

(73) “Recomplete a well” means to seal off one producing
zone, and perforate a new producing zone.

(74) “Reduced emission completion” has the meaning stated in
40 CFR $60.5430.

(75) "Re-enter" means to drill out the plugs of an abandoned
well in a new effort to establish oil or gas production, or use the well
for another purpose.

(76) “Refracturing” means a subsequent high volume
hydraulic fracturing event following inifial drilling and high volume
hydraulic fracturing to increase gas production.

(77) “Rework” means to perform remedial measures in a well
in order fo restore oil or gas production that has declined
substantially or stopped completely.

(78) “Royalty intferest” means the right to receive royalty
payments on the production of oil or gas.

(79) “Seismic operations” means the controlled application of
vibratory energy fiom any source to determine if favorable
conditions exist for the subsurface entrapment of oil or gas.

(80) "Seismic section” means a graphic, near-vertical display
of waveform data processed by a computer program fto facilitate
interpretation of subsurface conditions.

(81) “Seismic survey” means a planned network or program of
seismic operations conducted by one person, one time, under one
permit.

(82) “Shotholes” means drilled holes which are subsequently
loaded with explosives, the defonation of which generates seismic
waves during a seismic survey.

(83) "Shut-in _pressure” means the pressure in the well
measured at the wellhead in a specified period of time after the
valves are closed.

(84) “Special conservation areas” mean State-designated
wildlands and areas identified by the Department of Natural
Resources as iiveplaceable natural areas.

(85) “Stimulate a zone” means to use techniques such as
hydraulic fracturing and acidizing in order fo increase oil or gas
production from a formation.

(86) Stimulation Additive.

(@) “Stimulafion additive” means a substance or
combination of substances added to a base fluid for purposes of
preparing well stimulation treatment fluid, including an acid
stimulation freatment fluid or a hydraulic fracturing fluid.

(b) “Stimulation additive” includes an additive that may:

(i) Serve additional purposes beyond the transmission of
hydraulic pressure fo a geologic formation;

(ii) Be of any phase; and

(iii) Be a proppant.

(87) “Supplier” means an entity performing drilling or a well
stimulation treatment or an entity supplying an additive or proppant
directly to the operafor for use in drilling or a well stimulation
freatment.

(88) “Surface impoundment” means a natural topographic
depression, man-made excavation, or diked area formed primarily of
earthen maferials, although it may be lined with man-made
materials, that is not an injection well.

(89) “Tidal wetlands” has the meaning stafed in COMAR
26.24.01.02B.

(90) “Underground source of drinking water” means water
with a fotal dissolved solids concentration of 10,000 milligrams per
liter or less.

(91) “Volatile organic compound (VOC)” has the meaning
stated in COMAR 26.11.01.01B(53).

(92) “Waters of this State” has the meaning stated in
Environment Article, §9-101, Annotated Code of Maryland.
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(93) “Water supply” means a source of water used for drinking
or other domestic purpose or for agriculture, including livestock.

(94) Well Pad.

(a) “Well pad” means the area extending fo the limit of
disturbance of the grading plan for a drilling site where a well is to
be drilled and where drill rigs, pumps, engines, generafors, mixers,
and similar equipment, fuel, pipes, and chemicals are located.

(b) “Well pad” does not include temporary worker housing
and employee parking lots unless equipment, fitel, or chemicals are
stored there.

(95) Well Stimulation Treatment Fluid.

(a) “Well stimulation freatment fluid” means a base fluid
mixed with physical and chemical additives, which may include acid,
Jfor the purpose of a well stimulation treatment.

(b) “Well stimulation treatment fluid” includes hydraulic
Jfracturing fluids and acid stimulation treatment fluids.

(96) Wellhead Protection Area.

(a) “Wellhead profection area” means the surface and
subsurface area, determined by the Department under the
Department’s Water Supply Program, surrounding a water well or
well field that supplies a public water system, through which
confaminants are reasonably likely fo move toward and reach the
water well or well field; and

(b) “Wellhead protection area” includes, for a public water
system for which a wellhead protection area has not been defined by
the Department’s Water Supply Program, a fixed radius of 1,000 feet
around the one or more water wells.

(97) “Wildcat well” means an exploratory well drilled for oil
or gas on a geologic feature not yet proven to be productive, or in an
unproven territory, or to a zone that has never produced or is not
known to be productive in the general area.

(98) “Wildlands” means areas designated by the General
Assembly under Natural Resources Article, §5-12035, Annotated Code
of Maryland.

(99) Workover.

(a) “Workover” means the repair or stimulation of an
existing oil or gas production well for the purpose of restoring,
prolonging, or enhancing the production of hydrocarbons.

(b) “Workover” includes refracturing.

(100) “Zonal isolation” means the isolation through specified
cementing and casing practices of all fluid-bearing formations,
whether the fluids are gaseous or liquid, along the vertical borehole.

.03 Incorporation by Reference.

In this chapter, the following documents are incorporated by
reference:

A. Guidelines for Administering Oil and Gas Activity on State
Forest Lands (Pennsylvania Department of Conservation and
Natural Resources, Revised 2013);

B. Maryland Standards and Specifications for Soil Erosion and
Sediment Control, which has been incorporated by reference in
COMAR 26.17.01.11;

C. Certification for Drinking Water Treatment Chemicals —
Health Effects (NSF/ANSI Standard 60, 2015 Edifion);

D. 40 CFR Part 86, as amended; and

E. 40 CFR $60.5430, as amended.

.04 Responsibility for Compliance.

A. Where an obligation is imposed on an operator under this
chapter, the permittee is responsible for assuring that the obligation
is met.

B. If an obligation imposed on an operator under this chapter is
not met, the operafor as well as the permittee is liable for the
noncompliance.
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C. No indemnification, hold harmless, or similar agreement or
conveyance is effective to transfer from the permittee, to any other
person, the liability imposed under this chapter.

D. Nothing in this regulation bars any agreement fo insure, hold
harmless, or indemnify a party to such agreement for any liability
under this chapter.

.05 Incident Notification.

A. In addition to any other notifications required by law or permit,
an operator shall report immediately, but no later than 30 minutes
after detection, any condition such as a fire, break, blowout, leak,
escape, spill, overflow, or other occurrence at the well pad, at a
pipeline or compressor, or during transport that creates a safety or
pollution hazard fo:

(1) The emergency contact official of the nearest downstream
water supplier if pollutants are not contained on the well pad; and
(2) The Department.

B. After an occurrence listed under §A of this regulation, the
operator shall remain available unfil clearance to leave is given by
the Department.

.06 Seismic Permit Application Procedures.

A. A person may not conduct seismic operations in the State
without obtaining a seismic permit from the Department.

B. A seismic permit is not fransferrable except with written
permission of the Department.

C. Application Procedures for a Seismic Permit Applicant.

(1) A seismic confractor or the contractor’s authorized agent
shall complete and sign a seismic permit applicafion on a form
provided by the Department, including:

(a) The name, address, and telephone number of the
applicant's resident agent;

(b) U.S. Geological Survey 7.5-minute fopographic maps,
hydrographic charts, or copies, showing the location of seismic lines;

(c) Certification that State and county permit and bond
requirements have been met for any seismic operations;

(d). A statement, on a form provided by the Department,
signed by each affected property owner providing the operator with
the right of entry fo conduct seismic operations;

(e) Authorizafion, on a form provided by the Department,
signed by property owners who can grant legally binding rights of
entry to the property, authorizing representatives of the Department
and the Department of Natural Resources to enter their private
property for the purpose of inspecting seismic operations that are
ongoing or have been conducted on the property;

(f) A reclamation plan detailing how any area disturbed by
the seismic operation will be restored;

(g) A cerfificate of insurance for personal injury and
property damage liability coverage of not less than $1,000,000 for
each person injured and $3,000,000 for each occurrence or accident;
and

(h) A specific calendar schedule for the proposed operation
which prohibits any in-stream work during the spawning season of
anadromous fish and the spawning season for self-sustaining brook
frout and other frout populations.

(2) An applicant for a permit fo conduct seismic operations on
the waters of Chesapeake Bay or its tidal fributaries shall include
with the permit applicafion a written agreement fo provide the
Department with processed seismic sections as soon as these sections
are available, but no later than 1 year afier field operations are
completed.

(3) The applicant shall provide additional information
considered necessary by the Department fo process the permit.
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Article, $5-204, Annotated Code of Maryland, and State Government
Article, Title 10, Subtitle 2, Annofated Code of Maryland.

(7) Information contained in the application and accompanying
documents and required reports is available to the public, except for
confidential geological and geophysical information' protected under
General Provisions Article, §4-335, Annotated Code of Maryland.

(8) The Department may include special provisions or' modify
conditions in the permit for environmental, safety, or other relevant
reasons.

F. A seismic permit is valid for 12 months from the date of
Issuance.

G. In addition fo any other remedies provided by law, after nofice
fo the permittee and the opportunity for a hearing, the Department
may revoke a seismic permit for the reasons stated in Regulation .61
of this chapter.

.07 Use of Explosives in Seismic Operations.

A. An operator who uses explosives in seismic operations shall
comply with all applicable local, State, and federal laws and
regulations that control the handling or detonation of explosive
materials.

B. An operator may not use explosives in seismic operations on or
in the waters of the Chesapeake Bay or its tributaries.

C. An operator who uses explosives shall be licensed fo handle
explosives under Public Safety Article, Title 11, Subtitle 1, Annotated
Code of Maryland.

D. An operator who uses explosives shall do so in a manner that
does not cause injury to persons, damage to public or private
property, adverse impacts on an underground mine, or bring about
any change in the course, current, channel, or availability of ground
water or surface waters.

A. Notify the Department of the status of the operation i writing;

B. Provide the Department with the results of the seismic survey,
which is considered public information except for confidential
geological and geophysical information protected under General
Provisions Arficle, §4-335, Annotated Code of Maryland,; and

C. Complete reclamation work as required by the seismic permit.

.09 Drilling and Operating Permit Required.

A. A _person who proposes to conduct any of the following
operations to explore for, store, produce, or increase the production
of oil or gas within the State shall obtain a drilling and operating
permiit from the Department before the person:

(1) Prepares a well site for the operation;

(2) Drills a well for oil or gas;

(3) Redrills at a location previously permitted;

(4) Re-enters a well;

(5) Deepens an existing well drilled for oil or gas; or

(6) Drills a well for the storage of natural gas or the
observation of the storage of natural gas.

B. An operator shall maintain a valid permit until the well is
abandoned in accordance with the approved plan for abandoning the
well.

.10 Prerequisite for Application for a Permit.

A. Except as provided in §B of this regulation, unless the new oil
or gas well is included in a final CDP completed under Regulation
.12 of this chapter, the Department may not accept or process an
application for a drilling and operating permit for an oil or gas well
that will use one or more of the following techniques:

(1) Directional drilling;

(2) More than one well on a well pad;

(3) Acid stimulation, except for acid stimulafion of a storage
well; and

(4) High volume hydraulic fracturing.
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