DEPARTMENT OF ENVIRONMENTAL PROTECTION

% pennsylvania

ACT 13 Frequently Asked Questions

The purpose of this FAQ is to highlight changes in the new law. This FAQ should not be used in
lieu of reference to the law itself. The information in this guidance is solely advisory and does
not represent a legal interpretation by the department. Nothing in this summary shall affect any
statutory requirements.

1. Where can | view Act 13?
Act 13 became law when Governor Corbett signed House Bill 1950 on Feb. 14, 2012.

To view the legislation, click here.

2. What is a conventional gas well?
A conventional gas well, also known as a traditional well, is a well that produces oil or gas from a
conventional formation. Conventional formations are variable in age, occurring both above and
below the Elk Sandstone. While a limited number of such gas wells are capable of producing
sufficient quantities of gas without stimulation by hydraulic fracturing, most conventional wells
require this stimulation technique due to the reservoir characteristics in Pennsylvania. Stimulation of
conventional wells, however, generally does not require the volume of fluids typically required for
unconventional wells.

3. What is an unconventional gas well?
An unconventional gas well is a well that is drilled into an unconventional formation, which is
defined as a geologic shale formation below the base of the Elk Sandstone or its geologic
equivalent where natural gas generally cannot be produced except by horizontal or vertical well
bores stimulated by hydraulic fracturing.

To view a rock correlation diagram of formations in Pennsylvania, please click here.

Unconventional formations that are currently being targeted or that may possibly be targeted for oil
and gas development in Pennsylvania include, but are not limited to, the Marcellus, Utica, Mandata,
Huron, Rhinestreet, and miscellaneous Upper Devonian formations such as the Dunkirk, Pipe
Creek, Middlesex, Geneseo, and Burkett. There are some shale formations, including the Huron,
Dunkirk, and Pipe Creek shales, that are younger than the oldest basal Elk Sandstone section and,
therefore, do not meet the Act 13 definition of an "unconventional formation."

See Harper, J.A., Subsurface rock correlation diagram, Allegheny Plateau, Pennsylvania.
Pennsylvania Geologic Survey, 4th ser., Open-File Report OF-79-01.

4. What is a stripper well?
A stripper well is an unconventional gas well incapable of producing more than 90,000 cubic feet of
gas per day.

5. What does ‘spud’ mean?
The department considers the spud date of a well (the date that drilling commences) to be the date
that setting of conductor pipe commences, regardless of the method used to set the conductor. If
an operator does not use conductor pipe for a well, the spud date is the date that setting of the
initial casing string commences.
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6. Does Act 13 change how operators report to DEP spudding a well?
Yes. All operators must provide 24 hours’ notice of the date that drilling will commence to the
department electronically via the department’s online oil and gas reporting application. Click here to
access the online reporting application. (Please see § 3211(f) of the Act)

7. lam acounty, municipality or oil and gas operator and disagree with the spud data that is
included on the spud report that DEP provided to the PUC. Who can | contact to resolve this
matter?

Act 13 required DEP, within 14 days of passage of the Act, to provide a report to the PUC that
identifies all spud unconventional gas wells that received a drilling permit from DEP. DEP met this
commitment and all spud reports that DEP submitted to the PUC are available for review on DEP's
website. If you are a county, municipality or oil and gas operator and disagree with any of the data
that appears on a spud report that DEP supplied to the PUC, contact DEP via e-mail at ra-
epoilandgas@pa.gov. You will be contacted by DEP to discuss the matter and, if necessary, the
Department will correct or update its database and report this information to the PUC.

8. Does Act 13 provide additional financial resources to assist DEP’s regulatory oversight?
Yes. Act 13 is projected to provide $6 million annually from impact fee revenues to the department
for the administration of its oil and gas program and for enforcing clean air and clean water laws.

9. Does Act 13 change how DEP issues permits?
Yes. The department will be amending its well permit application and associated materials to
address the changes in the requirements.Please refer to the department’s website for the most up-
to-date application materials.

The timeframe for reviewing permit applications is largely unchanged. The department must issue a
permit within 45 days of submission of a permit application unless for the reasons outlined in §
3211(e.1), except the department may extend the review period for 15 days. Act 13 now allows the
department to extend this review period up to an additional 15 days (for a total of 75 days) if the
applicant seeks a variance or waiver request of the well location restrictions. (Please see 88
3215(a) and (b)(4) of the Act)

Additionally, Act 13 also provides additional bases for permit denial. The department may now deny
issuing a permit to an applicant if the applicant, parent or subsidiary is in continuing violation of
applicable state laws and regulations, or the application has failed to pay the required impact fee or
file a report under § 2303.

10. How do municipalities and gas storage reservoir operators comment on proposed drilling
activity?
Municipalities where an unconventional well is proposed to be drilled may submit written comments
to the Department describing the local conditions or circumstances which the municipality
determines should be considered by the department.

Operators of gas storage reservoirs may comment on the proposed drilling of unconventional wells
within 3,000 feet, measured from the well bore, of a gas storage reservoir. Gas storage reservoirs
are the portion of a subsurface geological stratum into which gas is, or may be, injected for storage
purposes or to test suitability of the stratum for storage. Storage operators may submit written
comments to the department describing circumstances which the storage operator determines
should be considered by the department.
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Comments shall be submitted within 15 days of receipt of the notice of the plat to the department as
well as all parties entitled to receive notification of the well permit application.

Written responses to a municipality or gas storage reservoir operator's comments shall be
submitted by the applicant to the department within 10 days of receipt of comments. The
department may consider any comments or responses it receives in its review of a permit
application. (Please see §3212.1(a)-(b) of the Act)

11. Who must obtain a water management plan?

12.

13.

Any person who withdraws or uses water for drilling or hydraulic fracture stimulation of any natural
gas well completed in an unconventional gas formation must submit and have approved a water
management plan, which includes a water reuse plan, prior to withdrawing the water. The plan’s
requirements shall be presumed to have been met if the proposed water withdrawal has been
approved by the appropriate River Basin Commission and is operated in accordance with
conditions established by the Susquehanna River Basin Commission, the Delaware River Basin
Commission or the Great Lakes Commission, as applicable. The department may establish
additional requirements as necessary to comply with the laws of the Commonwealth. Compliance
with the water management plan shall be a condition of any permit issued by the department.
(Please see 83211(m) of the Act)

Have bonding amounts changed?

Yes. Act 13 increases well bonding requirements, which are currently established at $2,500 per well
or $25,000 for a blanket bond. Bond amounts shall be established based on well-bore length and
number of wells operated, as follows*:

For wells with total well bore lengths less than 6,000 feet:
= For up to 50 wells - $4,000/well not to exceed $35,000
= For 51-150 wells - $35,000 plus $4,000/well not to exceed $60,000
=  For 151-250 wells - $60,000 plus $4,000/well not to exceed $100,000
= For more than 250 wells - $100,000 plus $4,000/well not to exceed $250,000

For wells with total well bore lengths 6,000 feet or greater:
* For up to 25 wells - $10,000/well not to exceed $140,000
» For 26-50 wells - $140,000 plus $10,000/well not to exceed $290,000
=  For 51-150 wells - $290,000 plus $10,000/well not to exceed $430,000
* For more than 150 wells - $430,000 plus $10,000/well not to exceed $600,000

Bond amounts may be adjusted every two years by the Environmental Quality Board. (Please see
§3225 of the Act)

*Note: The department will be establishing an administrative implementation schedule and is in the
process of developing new bonding forms. Prior to securing a bond, please consult with the
department for the latest information.

Have well record reporting requirements changed?

Yes. A well operator must file with the department a well record within 30 days of drilling a well. In
addition to previous regulatory requirements defining what must be included in the well record, Act
13 requires the operator to identify true vertical depths at which methane was encountered, other
than in the target formation; and the country of origin and manufacture of the tubular steel products
used in well construction. The department is developing new forms for this information.
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15.
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Have completion reporting requirements changed?
Yes. A well operator must file with the department a completion report within 30 days after
completion of the well, when the well is capable of production.

Act 13 specifies that the completion report must contain the operator’s stimulation record. The
stimulation record must include:

= A descriptive list of the chemical additives used.

= The trade name, vendor, and intended use of each chemical additive
= Alist of chemicals used

= The percent by mass of each chemical used

= The total volume

= List of water sources

= Pump rates, pressures, total volume used to stimulate a well

= Total volume of recycled water used

An operator may designate portions of the stimulation record as containing trade secret or
confidential proprietary information and the department shall prevent disclosure to the extent
permitted by the Pennsylvania Right to Know Law or other applicable law.

Do the provisions of Act 13 change disclosure requirements of hydraulic fracturing
chemicals?
Yes. By signing Act 13 into law, Governor Corbett enacted one of the most aggressive and
transparent hydraulic fracturing disclosure laws in the country. The law is based in large part on the
success of similar disclosure requirements enacted by the state of Colorado. Colorado’s
requirements, upon which much of this Act’s disclosure requirements were based, were hailed by
progressive industry representatives, environmental organizations and many other groups as a
model for other states.

Unconventional well operators must complete a chemical disclosure registry form for publication on
FracFocus.org in addition to the reporting required to be submitted to the department. The use of
FracFocus.org was recommended and supported by a Department of Energy advisory panel’s
report on hydraulic fracturing.

Act 13 provides for immediate, verbal communication of any proprietary information to emergency
responders to ensure the necessary care or treatment is delivered to anyone who may have been
affected. The Act states that nothing shall prevent the department, a public health official, an
emergency manager or a responder to a spill, release or complaint from a person who may have
been aggrieved by the spill or release from obtaining information needed upon written request.
(Please see 83222.1 of the Act)

When do the environmental provisions set forth by the law become effective?
The environmental protection provisions set for by the law are effective as of April 16, 2012.

Are there new setback provisions?
Yes. Act 13 extends the setback distance for unconventional wells from 200 feet to 500 feet from
existing buildings or water wells, unless consented to by the owner of the building or water well.

This Act establishes a 1,000-foot setback for an unconventional well from a water supply extraction
point used by a water purveyor, unless written consent is obtained from the water purveyor.

The department shall grant a variance from these distance restrictions if the operator submits a plan
identifying additional measures, facilities or practices to be employed during well site construction,
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19.

20.

drilling and operations that is approved by the department. The variance, if granted, shall include
any necessary additional terms and conditions of the permit ensure the safety and protection of
affected persons and property.

Act 13 also extends the setback distance for unconventional wells from 100 feet to 300 feet from
any solid blue lined stream, spring, or body of water or wetland greater than one acre in size as
identified on the most recent 7 % minute topographic quadrangle map of the United States
Geological Survey.

Unconventional well site pads must also maintain a setback of 100 feet between the edge of
disturbance and any stream, spring, body of water or wetland greater than one acre in size.

The department shall grant a waiver for these setback requirements if the operator submits a plan
identifying additional measures, facilities or practices to be employed during well site construction,
drilling and operations that is approved by the department. Any waiver shall contain additional terms
and conditions as necessary to protect the waters of the Commonwealth.

How does Act 13 affect development of well sites in floodplains?

Act 13 prohibits the preparation of any well site or drilling of any well within a floodplain if the site
will include a pit or impoundment containing drilling cuttings, flowback water, produced water,
hazardous materials, chemicals or wastes located within the floodplain; or a tank containing
hazardous materials, chemicals, condensate, wastes, flowback or produced water within the
floodway. Please consult the Act and appropriate regulation for definitions of these terms.

The Department may issue a waiver to these restrictions upon approval of a plan identifying
additional measures, facilities or practices to be employed. The department may impose terms and
conditions on the waiver necessary to protect the waters of the commonwealth.

Floodplain boundaries referenced are those indicated on maps and flood insurance studies
provided by the Federal Emergency Management Agency. In an area where no FEMA maps or
studies have defined the boundary of the floodplain, refer to defaults in 8 3215(f)(5).

Are any well pad sites “grandfathered” from the new well location requirements?

Yes. Siting restrictions will not apply to a new permit application for a well at an existing well site
that has at least one currently valid well permit issued prior to April 16, 2012. (Please see §3215(g)
of the Act)

When must operators restore a well site?

All operators must restore the land surface within the area disturbed in siting, drilling, completing
and producing the well. Within nine months after completion of drilling the well, the operator shall
restore the well site, remove or fill all pits used to contain produced fluids or industrial wastes and
remove all drilling supplies and equipment not needed for production, unless consent is obtained
from the surface landowner. An operator may request to extend the timeframe by up to an
additional two years upon a determination that (a) the extension will result in less earth disturbance,
increased water reuse or more efficient development OR (b) site restoration cannot be achieved
due to adverse weather conditions or a lack of essential fuel, equipment or labor.

To demonstrate that the extension will result in less earth disturbance, increased water reuse or
more efficient development of the resource, the operator must provide a site restoration plan that
provides for the timely removal or fill of all pits used to contain fluids or industrial wastes; the
removal of all drilling supplies and equipment not needed for production; the stabilization of the well
site, including post-construction storm water management best management practices; or other
measures to minimize accelerated erosion and sedimentation.

Commonwealth of Pennsylvania 7’ Department of Environmental Protection
www.dep.state.pa.us Recycled Paper -FS-DEP. 03/09/2012



21.

22.

23.

The plan must also provide for returning portions of the site not occupied by production or
equipment to approximate original contours capable of supporting pre-drilling existing uses. (Please
see 83216 of the Act)

What happens if drilling impacts water supplies?

A well operator who affects a public or private water supply by pollution or diminution must restore
or replace the affected water supply with an alternate source of water adequate in quality and
guantity for the purposes served by the supply. This replaced or restored water supply must meet
to the greater of pre-existing water quality standards or water quality standards established by the
Pennsylvania Safe Drinking Water Act.

Act 13 increased the presumption of liability for water supply contamination for unconventional
wells. Unless rebutted, the Act presumes that an operator is responsible for pollution of a water
supply if the affected water supply is 2,500 feet from an unconventional well and that pollution
occurred within 12 months of the later of completion, drilling, stimulation or alteration of the
unconventional well.

Operators found to have impacted water supplies within the time and distance provisions of the
presumption of liability must provide temporary potable water until the supplies are restored or
replaced.

Unconventional well operators must provide written notice to landowners or water purveyors that
the rebuttable presumption may be void if the landowner or water purveyor refuses the operator
access to conduct a pre-drilling or pre-alteration survey.

What are the new corrosion control requirements?
All buried metallic pipelines shall be installed and placed in operation in accordance with federal
corrosion protection requirements (49 CFR Part. 192 Subpart. 1).

Permanent aboveground and underground tanks must comply with applicable corrosion control
requirements in the department’s storage tank regulations.

The Environmental Quality Board will promulgate corrosion control regulations for all other buried
metallic structures, such as well casings, as determined as necessary.

Corrosion control procedures must be carried out under the direction of a qualified person. A
pipeline operator of new, replaced, relocated or otherwise changed pipeline must comply with these
requirements as of April 16, 2012. (Please see §3218.4 of the Act)

Are there new containment requirements?

Yes. Unconventional well sites must be designed and constructed to prevent spills to the ground
surface or off the well site. Containment practices must be in place during both drilling and hydraulic
fracturing operations and must be sufficiently impervious and able to contain spilled materials, and
be compatible with the waste material or waste stored within the containment. Containment plans
must be submitted to the department and describe any equipment that is to be kept onsite to
prevent a spill from leaving the well pad.

Containment systems shall be used wherever drilling mud, hydraulic oil, diesel fuel, drilling mud
additives, hydraulic fracturing additives, and/or hydraulic fracturing flowback are stored.
Containment areas must be sufficient to hold the volume of the largest container stored in the area
plus ten percent. (Please see §3218.2 of the Act)
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24. Do unconventional well operators have to keep records concerning the transportation of
waste?
Yes. Unconventional well operators that transport wastewater fluids must maintain for five years
records of fluids transported and make such records available to the department upon request. The
records must include the number of gallons of wastewater fluids produced during drilling,
stimulation or alteration of the well; the name of the person or company that transported wastewater
fluids; the location where wastewater fluids were disposed of or transported and the volumes
disposed of at the well location; and the method of disposal.

25. Does Act 13 change how DEP responds to well control emergencies?
Yes. The department may enter into contracts with well control specialists to provide adequate
response services in the event of a well control emergency. Well control specialists under contract
with the Department shall be immune from civil liability for good faith response actions, except for
breach of contract, intentional tort or gross negligence.

A person liable for a well control emergency is responsible for all response costs incurred by the
department. (Please see §3219.1 and §3254.1 of the Act)

26. Do production reporting requirements change?
Yes. Prior law required only Marcellus shale operators to report production every six months.

Effective April 16, 2012, all unconventional well operators shall report semi-annually on the dates
provided (August 15th for the first six months of that calendar year, February 15th for the final six
months of the prior calendar year). Production reporting for conventional operators remains
unchanged. (Please see §3222 of the Act)

27. Are there any changes to penalties?
Act 13 increases penalties for criminal violations from up to $300 to up to $1,000 per offense. Civil
penalties have increased for unconventional gas well operators from $25,000 plus $1,000 per day
to $75,000 plus $5,000 per day. (Please see 83256 of the Act)

28. How does Act 13 affect local zoning of oil and gas activities?
For more information on Act 13’s effect on local zoning of oil and gas activities, please visit the
Public Utility Commission’s website.

29. 1 am a conventional driller. How does Act 13 affect me?
Act 13 provides for enhanced environmental protections for the development of unconventional
wells and for the collection and imposition of an impact fee for the development of unconventional
wells. Operators of conventional gas wells are not subject to the impact fee provisions contained in
Act 13.

The new bonding fee schedule implemented by the Act applies to all oil and gas wells. (Please see
§3225 of the Act)

All permit applicants must notify host and adjacent municipalities of their intent to drill and list these
municipalities on the permit application. The Act establishes that the department may deny a permit
on the basis of the operator’s compliance history. The department may also revoke or suspend a
permit based on compliance. (Please see 83211 of the Act)

All operators must post the well permit on site prior to construction. Spud notifications must be
submitted to DEP electronically. (Please see 83211 of the Act)
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All operators must abide by the corrosion control requirements set forth in the Act, where
applicable. (Please see 83218.4 of the act)

The siting restrictions for development in floodplains, as discussed in question 18, also apply to
conventional wells. (Please see 83215 of the Act)

All oil and gas operators are required to submit well records within 30 days of drilling a well and
completion reports within 30 days of completing a well. The new additions to those reports, as
discussed in questions 13 and 14, apply to all operators. (Please see §3222 of the Act)

Any oil and gas operator may petition the department for an extension of the time requirement to
restore a well site. Currently, sites must be restored nine months after completion of drilling a well.
Should an operator demonstrate through a plan the conditions outlined in question 20, the
department may extend the time requirement by up to two years. (Please see 83216 of the Act)

The rebuttable presumption of liability provisions for diminution or contamination of water supplies
due to oil and gas activity remains the same for conventional well operations. Any operator,
conventional or unconventional, found to have impacted water supplies must restore or replace the
water supplies to either Safe Drinking Water Standards or pre-existing water quality standards,
whichever is of greater quality. Operators found to have impacted a water supply within the time
and distance provisions of the presumption of liability must supply temporary potable water until the
supply is restored or replaced. (Please see 83218 of the Act)
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