THE PIT RULE — Good Questions and Honest Answers

Keep New Mexico's Common Sense Safeguards

Industry says that Pits don’t pose a threat to
our land and water. Is that true?

No. Pit wastes are toxic and have already caused
contamination of New Mexico’s land and water.

During the Pit Rule Hearing, the state presented data

on the chemicals present in oil and gas industry pits, as
well as data on known cases of groundwater contamina-
tion caused by these pits. At least 42 different chemical
substances have been found in pit wastes, including ben-
zene, mercury, lead, napthalene and others. 39 of the pit
substances found in New Mexico pits are on the federal
government’s “Priority List of Hazardous Substances,”
and all 42 have the potential to cause health problems.

OCD records show that prior to implementation of

the Pit Rule there were more than 400 known cases of
groundwater contamination that could be linked directly
to poorly maintained oil and gas industry waste pits.?

Waste routinely handled in pits and below-grade tanks
contains numerous chemicals at concentrations that for
other industries would be considered hazardous waste,?
and are present in concentrations that exceed the New
Mexico groundwater protection standards.*

Will the Pit Rule really benefit all New

Mexicans?

Yes. The Pit rule reduces contamination and long-
term liability for taxpayers and the industry.

Reduced contamination. In 2006, there were 300 con-
firmed cases of groundwater contamination from oil
and gas pits. By 2008, the number of contamination
cases had increased to 421. It's now been more than
two years since the passage of the Pit Rule, and since
that time there has not been a single groundwater
violation at a site covered by the rule." The Pit Rule is
already preventing the pollution of New Mexico's land
and water.

Reduced liability and clean-up costs makes good eco-
nomic sense for taxpayers and industry. Industry also

January, 2011

benefits by reducing its environmental liability.

Many real-world examples from industry show that closed
loop drilling can be a financial benefit to operators.?' Here
in New Mexico, Cimarex, has drilled more than 100 wells
using closed-loop systems. According to Dorsey Rogers,
field drilling superintendent for

Cimarex, “Closed-loop systems have It is clear is that
evolved to a point where they cost no | the cost of “do-
more than conventional drilling and
are actually cheaper in most cases...
There is a cost to the equipment, but
it’s offset by the cost of excavation
and closing the pit — and the long-
term liability is gone.”*

ing it right” can
be far less than
the cost of clean-
ing up contami-
nated sites.

At the OCD Pit Rule hearing, a petroleum accountant
who has worked with companies in Texas, Colorado and
Wyoming testified that many of her clients who have
switched to closed-loop drilling systems have saved
money.?

Industry says that the Pit Rule isn’t based on
sound science. Is that true?

NoO. The Pit Rule has the proven science to back it up.

During the Pit Rule Hearing the Oil Conservation
Commissioners heard 18 days of testimony, including
scientific studies and analysis of pit wastes and move-
ment of contaminants in the environment. Samples
collected by both the industry and the state revealed
the presence of dozens of chemicals in waste pits.’
Testimony was also presented showing that most of
the chemicals detected can cause health impacts, and
numerous samples contained chemicals at concentra-
tions that exceeded soil and/or water quality standards.
The Commissioners were imminently qualified to weigh
the shortcomings and strengths of the scientific evi-
dence: Mark Fesmire and Jami Bailey are petroleum
engineers, and William Olson holds a Master’s degree
in hydrology.

» DETAILS ON THE SCIENCE AND ECONOMICS OF PIT
RULE ARE ON THE FOLLOWING PAGES



THE SCIENCE BEHIND PIT RULE—

MEASURING LIQUID AND SOLID SAMPLES

In 2007, the OCD collected liquid and solid samples

from pits in the southeast (25 samples) and the north-

west (12 samples) oil and gas producing regions of the
state. Analysis of these samples showed:

e Elevated concentrations of more than 75 chemicals
and compounds (including mercury, benzene, lead,
naphthalene and others) in at least one sample.

e Six samples (five liquid, one solid) failed a test called
the Toxicity Characteristic Leaching Procedure
(TCLP), meaning they would be considered hazard-
ous waste under federal law, if oil and gas wastes
were not exempt from those laws.’

e 17 chemicals found in the fluid samples were pres-
ent at concentrations that exceeded New Mexico’s
groundwater standards.®

In 2007, the oil and gas industry conducted its own sam-
pling program of pit solids at six drilling reserve pits in
New Mexico. They found:

e A total of 42 different chemicals. Of the chemicals
detected all have the potential to cause health
problems. For example, all of the chemicals are
known to harm the liver and and gastrointestinal

Possible Health Effects Associated with 42 Substances Found NM Drilling Pits
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system, 90 percent can
affect the nervous or respi-
ratory systems, and nearly
half cause cancer.’

e Benzene, which is known to cause
cancer, was found at extremely high
levels in some of the samples. For example, in one
of the industry pits the fluid contained benzene
that was 460 times the concentration allowed in
groundwater, and benzene was found in a solid
pit sample at 13 times the state’s residential soil
screening levels (SSL).?

THE ECONOMICS — REDUCING LIABILITY AND

CLEANUP COSTS BENEFITS NEW MEXICANS
While proper waste management costs more than
burying the waste on-site, the increased cost is minor
compared to the cost of fines or cleaning up contami-
nated soils and groundwater.

It's extremely expensive to clean up contaminants once
they hit groundwater. OCD testified that a pit that con-
taminates groundwater could cost a million dollars to
remediate.'® Industry experts concurred. An expert wit-
ness for the Independent Petroleum Producers of New
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Source: The Endocrine Disruption Exchange http://www.endocrinedisruption.com
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Mexico, Sam Small, testified that remediation of ground-
water contaminated by oil and gas wastes can range
from $100,000s to more than $1 million," and he stated
that the cost of clean-up is more than preventing con-
tamination in the first place.'

Operators have waste disposal options. They haul wastes
to a certified landfill, they can take steps to minimize
wastes and reduce the potential for
The cost f’f soil contamination by using closed
clean-up is more loop systems, where wastes are han-

than preventing  gled in tanks rather than earthen pits.
contamination in

the first place The cost of digging and hauling pit

wastes were estimated to be $30,000
- $80,000 depending upon distance from the waste dis-
posal facility.’® Industry experts provided a range of esti-
mates, only a few of which were based on real-life exam-
ples, for the cost of using closed-loop systems. The costs
ranged from $30,000 for a shallow well,"” to $160,000'
for a deeper Dakota formation well, and $150,000 for
a very deep Morrow well.® Higher costs were provided
by Merrion Oil and Gas, but during testimony it was
revealed that costs were higher than expected because
of equipment problems.?
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