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MEETING NOTICE AND AGENDA

4th Quarter Meeting of the
NEVADA MINING OVERSIGHT & ACCOUNTABILITY COMMISSION

Date and Time of Meeting: November 17, 2015 1:30 p.m.

Place of Meeting: Nevada Department of Transportation

Third Floor Conference Room
1263 South Stewart Street
Carson City, NV

Video Conference To: Nevada Department of Transportation

123 East Washington Avenue
Building “D” (the ‘Materials Lab’)
Las Vegas, Nevada

Action may be taken on the items indicated in BOLD:

1.

2.

ROLL CALL, ESTABLISHMENT OF QUORUM AND OPENING REMARKS

Public Comment (See Note 2 below)

In consideration of others, who may also wish to provide public comment, please avoid repetition and limit your comments to
no more than three (3) minutes.

REVIEW OF REGULATIONS

(@) For Possible Action: Review of LCB File No. R052-15 regulations adopted by the State
Environmental Commission; Determination of Findings and Recommendations to be Reported
to the Legislative Counsel

The regulations: (1) define “mine-impacted waters” as they relate toa permit for a mining operation from
the Division of Environental Protection; (2) require a plan for reclamation to include a description of any
necessary stabilization, management, control or treatment required for mine-impacted waters; (3)
provide that the Division may require the operator of a mining operation to implement measures to
stabilize, manage, control or treat mine-impacted waters; (4) provide that the surety an operator files
with the Division or a federal land management agency may be a cash deposit; and (5) provide that in
estimating the cost of executing a plan for reclamation the operator, must, if appropriate, include certain
costs associated with the stabilization, management, control and treatment of mine-impacted waters.

(b) For Possible Action: Review of LCB File No. R056-15 regulations adopted by the
Commission on Mineral Resources; Determination of Findings and Recommendations to be
Reported to the Legislative Counsel

Section 1 of the regulations establish fees for a permit to drill and operate an hydraulically fractured oil
or gas well; non-hydraulically fractured oil or gas well; and fees for a request to change the terms of an
existing permit to drill and operate an oil or gas well. Section of the regulations increases existing fees
from 15 cents to 20 cents for each barrel of oil or each 50,000 cubic feet of natural gas produced from a
well.

(c) For Possible Action: Review of LCB File No. R057-15 regulations adopted by the
Commission on Mineral Resources; Determination of Findings and Recommendations to be
Reported to the Legislative Counsel
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Section 2 of the regulations provides that the location of an individual geothermal oell or wells in a
project area must be surveyed by a professional land surveyor. Section 3 increases the annual fee
required of the owner of a geothermal resource or the operator of a geothermal production well or
injection well. An annual fee is also required of the owner or operator of an observational well or a
thermal gradient well unless it is plugged and abandoned. Section 4 specifies the required format for
copies of electronic logs for geothermal wells. Section 5 deletes provisions requiring annual filing of
certain reports specifying the production and temperature of a geothermal resource or a producing
domestic well. Section 6 specifies procedures to be followed for the abandonment of a thermal
gradient well. Section 7 specifies procedures to be followed for the abandonment of injection,
production, or observational wells. Section 8 changes the fee for an application to abandon and plug a
well and the fee for an application for any other proposed activity for which the Division conducts an
extensive review.

(d) For Possible Action: Review of LCB File No. R081-15 regulations adopted by the
Commission on Mineral Resources; Determination of Findings and Recommendations to be
Reported to the Legislative Counsel

The regulation revises the form that must be used to report the plugging of certain holes or wells to the
Division of Minerals; authorizes an extension of the expiration date of a permit to drill an oil or gas well;
revises the requirements for obtaining approval to drill and complete a disposal well; requires the
permanent plugging of certain wells; eliminates the fee for applying for a permit drill, deepen or plug
back any oil or gas well; requires certain forms to be used to apply for certain approvals; eliminates the
authority for an operator a series of exploratory wells to apply to keep the wells confidential; and makes
various other changes relating to oil and gas wells.

4, For Possible Action: Review and Approval of Minutes:
+ September 24, 2015

5. For Possible Action: Meeting Schedule

6. Briefing to and from Staff; Information received for requests from prior meetings; Suggestions for Future
Agenda Topics

7. Commission Comments

8. Public Comment (See Note 2)

In consideration of others, who may also wish to provide public comment, please avoid repetition and limit your comments to
no more than three (3) minutes.

9. For Possible Action: Adjournment

NOTE 1: Items on this agenda may be taken in a different order than listed. Items may be combined for consideration by the
Commission. Items may be pulled or removed from the agenda at any time.

NOTE 2: Public comment may be made on any issue and any discussion of those items; provided that comment will be limited to areas
relevant to and within the authority of the Commission. _No action will be taken on any items raised in the public comment period. At
the discretion of the Chairman, public comment may be received prior to action on individual agenda items. Public Comment may not
be limited based on viewpoint. Prior to the commencement and conclusion of a contested case or a quasi judicial proceeding that may
affect the due process rights of an individual the committee may refuse to consider public comment. See NRS 233B.126.

NOTE 3: We are pleased to make accommodations for members of the public who are disabled. Please notify the Department of
Taxation in writing, at 1550 College Parkway, Carson City Nevada, 89706 or call (775) 684-2180 prior to the meeting.
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NOTE 4: Materials and files for items on this agenda are maintained in the offices of the Department of Taxation located in Carson
City, Nevada. Requests for copies of materials and files for items on this agenda may be made to:
Anita Moore, (775) 684-2160, Department of Taxation, 1550 College Parkway, Carson City, NV 89706

Notice of this meeting was posted to the following Carson City location: Department of Taxation, 1550 College Parkway.

Notice of this meeting was faxed for posting to the following locations: Nevada State Library & Archives, 100 Stewart Street, Carson
City; Legislative Building, 401 South Carson Street; Las Vegas Library, 833 Las Vegas Blvd, Las Vegas.

Notice of this meeting was emailed for posting to the following locations: Department of Taxation, 4600 Kietzke Lane, Building L, Suite
235, Reno; Department of Taxation, 2550 Paseo Verde, Suite 180, Henderson; Department of Taxation, 555 E. Washington Street; Las
Vegas; Clark County Government Center, 500 South Grand Central Parkway, Las Vegas.

Notice of this meeting was also posted on the Internet through the Department of Taxation website at http://tax.nv.gov/ and on the
Department of Administration website at https://notice.nv.gov/.
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AGENDA ITEM 3: REVIEW OF REGULATIONS

(a) For Possible Action: Review of LCB File No. R052-15 regulations adopted by
the State Environmental Commission; Determination of Findings and
Recommendations to be Reported to the Legislative Counsel

The regulations: (1) define “mine-impacted waters” as they relate to a permit for a mining
operation from the Division of Environental Protection; (2) require a plan for reclamation
to include a description of any necessary stabilization, management, control or treatment
required for mine-impacted waters; (3) provide that the Division may require the
operator of a mining operation to implement measures to stabilize, manage, control or
treat mine-impacted waters; (4) provide that the surety an operator files with the Division
or a federal land management agency may be a cash deposit; and (5) provide that in
estimating the cost of executing a plan for reclamation the operator, must, if appropriate,
include certain costs associated with the stabilization, management, control and
treatment of mine-impacted waters.
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RE: RO052-15: Bureau of Mining Regulation and Reclamation - Reclamation

The NDEP is proposing to amend Chapter 519A of the NAC to include a new section which
defines “mine impacted waters.” NAC 519A.270 and NAC 519A.345 are revised to require a
reclamation plan that describes the measures which may be required to stabilize, manage,
control, or treat mine impacted waters from waste and development rock piles, open pit mines
and underground mines. NAC 519A.360 is amended to require the costs for stabilization,
management, control and treatment of mine impacted waters to be included in the reclamation
project bond. It also provides authority for the NDEP to bond for long-term fluid management
costs such as perpetual treatment of mine impacted waters. Clarification is provided in NAC
519A.350 to include cash deposits as an acceptable reclamation surety.

This regulation may result in operators of mining operations having to submit a higher
reclamation project bond to cover costs associated with stabilization, management, control or
treatment of mine impacted waters. This would currently only apply to projects located on
private land as the Bureau of Land Management (BLM) has the bonding authority for projects on
public lands. This regulation will not have an immediate or long-term adverse economic impact
on the public. There will be no additional costs to the State for enforcement of the proposed
regulation and the regulation does not overlap, duplicate or conflict with any regulations of other
government agencies. The proposed regulation does not include provisions which are more
stringent than a federal regulation. The proposed regulation does not impose a fee change. The
proposed regulation is essential to the functions and operations of NDEP.
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REVISED PROPOSED REGULATION OF THE
STATE ENVIRONMENTAL COMMISSION
LCB File No. R052-15

September 9, 2015

EXPLANATION — Matter in italics is new; matter in brackets [emitted-material] is material to be omitted.

AUTHORITY: 81, NRS 519A.160; §2, NRS 519A.160 and 519A.230; 83, NRS 519A.140 and
519A.160; 8§84 and 5, NRS 519A.160, 519A.190 and 519A.210.

A REGULATION relating to mining; revising provisions relating to a plan for reclamation;
requiring an operator of a mining operation to perform certain types of reclamation;
revising provisions relating to a surety for reclamation; revising the method for
estimating the cost of a plan for reclamation in certain circumstances; and providing
other matters properly relating thereto.

Legislative Counsel’s Digest:

Existing law requires a person who applies for a permit for a mining operation from the
Division of Environmental Protection of the State Department of Conservation and Natural
Resources to file with the Division a plan for the reclamation of any land damaged as a result of
the mining operation. (NRS 519A.210) Section 1 of this regulation defines “mine-impacted
waters” as contaminated water resulting from a mining operation which requires stabilization,
management, control or treatment. Section 2 of this regulation requires a plan for reclamation to
include a description of any necessary stabilization, management, control or treatment required
for mine-impacted waters. Section 3 of this regulation provides that the Division may require the
operator of a mining operation to implement measures to stabilize, manage, control or treat mine-
impacted waters. Section 4 of this regulation provides that the surety an operator files with the
Division or a federal land management agency may be a cash deposit. Section 5 of this
regulation provides that in estimating the cost of executing a plan for reclamation the operator
must, if appropriate, include certain costs associated with the stabilization, management, control
and treatment of mine-impacted waters.

Section 1. Chapter 519A of NAC is hereby amended by adding thereto a new section to

read as follows:

--1--
LCB Draft of Revised Proposed Regulation R052-15
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“Mine-impacted waters” means any contaminated water:
1. Resulting from a mining operation, including, without limitation:
(@) An underground mine;
(b) A mine pit penetrating the water table; or
(c) Waste or development rock piles or other nonprocess components; and
2. Requiring stabilization, management, control or treatment to prevent or mitigate:
(a) The degradation of the waters of this State; or
(b) Adverse effects to the health of human, terrestrial or avian life.
Sec. 2. NAC 519A.270 is hereby amended to read as follows:
519A.270 The plan for reclamation for a mining operation must include:
1. A topographic map of the area of the operation depicting:
(a) The boundaries of the area of the operation;
(b) Surface ownership of the land within the area of the operation;
(c) The areas to be affected in sufficient detail so that they can be located from the ground;
(d) The kind of disturbances, including:
(1) Tailings impoundments;
(2) Leach pads;
(3) Waste rock dumps;
(4) Buildings;
(5) Roads; and
(6) All other surface facilities; and

(e) A description of the land within the area of operation which was affected by:

D
LCB Draft of Revised Proposed Regulation R052-15
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(1) An operation conducted by a previous operator and which is inactive on the date on
which the application for a permit for an operation is filed,;
(2) The current operator before January 1, 1981, and which is inactive on the date on
which the application for a permit for an operation is filed,;
(3) The current operator before January 1, 1981, and which is active on the date on which
the application for a permit for an operation is filed,;
(4) The current operator on or after January 1, 1981, but before October 1, 1990, and
which is inactive on the date on which the application for a permit for an operation is filed; and
(5) The current operator on or after January 1, 1981, but before October 1, 1990, and
which is active on the date on which the application for a permit for an operation is filed.
2. A description of any land within the area of operation:
(@) On which the operation is active on or after October 1, 1990; and
(b) Comprising access roads which were created before January 1, 1981.
3. The location of any surface water body within one-half-mile down gradient of the
operation which may be impacted by excess sedimentation resulting from the mining operations.
4. An estimate of the number of acres affected by each type of disturbance.
5. A proposed productive postmining use of the land.
6. A proposed schedule of the time for initiation and completion of activities for
reclamation.
7. The proposed postmining topography.
8. The technical criteria used to determine the final gradient and stability of slopes created

or affected by the mining operation.

--3--
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9. The proposed methods to be used in reclaiming impoundments used during the operation.

10. A statement of any constraints on the estimated time to complete reclamation caused by
the residual moisture content or physical or chemical qualities of impoundments.

11. The kinds of access roads and their estimated width and length which will be built and
the manner in which they will be reclaimed.

12. A description of the best management practices employed during operation and
reclamation to control erosion and minimize the transport and delivery of sediment to surface
water, which must be the best management practices described in the State of Nevada Handbook
of Best Management Practices or practices equivalent thereto.

13. The proposed revegetation of the land for its postmining land use, including:

(a) A plan for the management of topsoil and growth medium;

(b) A list of each species of vegetation;

(c) The rate of seeding of vegetation;

(d) The type of fertilizer and mulch to be used;

(e) When the planting will occur; and

(f) The proposed methods to monitor and control noxious weeds as described in NAC
555.010 during reclamation.

14. The proposed disposition of:

(a) Buildings;

(b) Equipment;

(c) Piping;

(d) Scrap;

--q--
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(e) Reagents; and

(F) Any other equipment and materials.

15. A description of any surface facilities such as buildings or roads which will not be
reclaimed.

16. A description of any necessary monitoring and maintenance of fences, signs and other
structures which will be performed by the operator on the reclaimed land.

17. A description of any reclamation which is necessary because of instream mining.

18. A description of any necessary stabilization, management, control or treatment of
mine-impacted waters.

19. A statement of the effect that the proposed reclamation will have on future mining in the
area.

93 20. A statement setting forth the effect that the proposed reclamation will have on
public safety.

Sec. 3. NAC 519A.345 is hereby amended to read as follows:

519A.345 The Division may, if appropriate, require an operator of a mining operation to
reclaim:

1. Roads and drill pads by:

(a) Recontouring or regrading to round off, cut and fill slopes to the original contour or to
approximate the form of the land before its disturbance;

(b) Removing culverts;

(c) Ripping or scarifying the surface;

(d) Constructing water bars;

--5--
LCB Draft of Revised Proposed Regulation R052-15
Page 10



(e) Revegetation; and

(F) Restoring or stabilizing drainage areas or streambeds.

2. Drill holes from exploration by plugging the holes with the minimum surface plug
required pursuant to chapter 534 of NRS.

3. Waste and development rock piles by:

(a) Regrading to round off sharp edges, enhance the stability, reduce susceptibility to erosion
and facilitate efforts for revegetation;

(b) Revegetation; fand}

(c) Diverting runon £} ; and

(d) Implementing measures to stabilize, manage, control or treat mine-impacted waters.

4. Dams for tailings ponds by:

(@) Covering with waste rock, topsoil or growth medium;

(b) Revegetation; and

(c) Rendering the dam incapable of storing any mobile fluid in a quantity which could pose a
threat to the stability of the dam or to public safety.

5. Impoundments for tailings by:

(a) Regrading to promote runoff and reduce infiltration;

(b) Covering with waste rock, topsoil or growth medium;

(c) Revegetation;

(d) Process fluid stabilization; and

(e) Diverting runon.

6. Heaps from leaching by:

--6--
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(a) Regrading to enhance structural stability, promote runoff, reduce infiltration and control
erosion;

(b) Covering with waste rock, topsoil or growth medium;

(c) Revegetation;

(d) Process fluid stabilization; and

(e) Diverting runon.

7. Solution ponds, settling ponds and other nontailings impoundments by:

(a) Backfilling and regrading to approximate the natural land form; and

(b) Restoring the regime of the surface water to the regime that existed before the
disturbance.

8. Buildings, foundations, facilities, structures and other equipment by:

(a) Demolishing to the level of the foundation and burying the demolished items on the site in
conformance with applicable requirements for the disposal of solid waste;

(b) Salvaging and sale;

(c) Disposal off of the site in conformance with applicable requirements for the disposal of
solid waste; and

(d) Continuing use in a manner consistent with the postmining land use.

9. Open pit mines by:

(a) Performing activities that will provide for public safety;

(b) Stabilizing pit walls or rock faces where required for public safety;

(c) Constructing and maintaining berms, fences or other means of restricting access;

(d) Implementing measures to stabilize, manage, control or treat mine-impacted waters;
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(e) Creating a lake for recreational use, wildlife or other uses; and

HeH (f) Revegetation.
= Reclamation of open pits or rock faces does not require backfilling although backfilling in
whole or in part with waste rock from an adjacent mining operation may be encouraged if
backfilling is feasible and does not create additional negative environmental impacts.

10. Underground mines by:

(a) Sealing shafts, adits, portals and tunnels to prevent access; fane}

(b) Constructing and maintaining berms, fences or other means of restricting access {1} ; and

(c) Implementing measures to stabilize, manage, control or treat mine-impacted waters.

Sec. 4. NAC 519A.350 is hereby amended to read as follows:

519A.350 1. An operator shall file a surety with the Division or a federal land
management agency, as applicable, to ensure that reclamation will be completed on privately
owned and federal land. The surety may be:

(@) Atrust fund,

(b) A bond;

(c) Anirrevocable letter of credit;

(d) Insurance;

(e) A corporate guarantee; for}

(F) A cash deposit; or

(9) Any combination thereof.

2. If the surety is a trust fund:

--8--
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(&) The operator shall make periodic payments to the trust fund at least annually for the term
of the exploration project or mining operation.

(b) The initial payment to the trust must be:

(1) For a new exploration project or mining operation, made before the land is affected.
(2) For an exploration project or mining operation which is active on October 1, 1990,
made within 60 days after the operator receives a permit from the Division.

(c) The balance of the trust fund must be sufficient at all times to satisfy the requirements of
NAC 519A.360.

3. If the surety is the bond of a corporation:

(a) It must state that the operator shall faithfully perform all requirements of the permit issued
by the Division.

(b) The corporation must be licensed to do business in the State of Nevada.

4. The operator may provide evidence of a surety provided by the program for the pooling
of reclamation performance bonds developed by the Division of Minerals of the Commission on
Mineral Resources pursuant to NRS 519A.290.

5. Ifthe surety is an irrevocable letter of credit, the letter of credit must:

(a) Be executed and issued by a bank authorized and doing business in the State of Nevada or
a correspondent bank which is authorized to do business in the State of Nevada.

(b) Be made at the request of the operator.

(c) State that the issuing bank will honor drafts for payment upon compliance with the terms
of the credit.

(d) Beirrevocable and issued for at least 1 year.
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= The operator shall notify the Division at least 60 days before the expiration of the letter of
credit. The notice must state whether it will be renewed or replaced with another form of surety.

6. If the surety is insurance:

(a) The policy must guarantee the performance of each reclamation obligation and permitting
requirement of the operator if the operator defaults on any such obligation or requirement.

(b) The insurance company issuing the policy must be authorized to conduct the business of
insurance in the State of Nevada.

(c) The insurance company issuing the policy must have a superior financial strength rating
and a superior credit rating as determined by A.M. Best Company of Oldwick, New Jersey, or
equivalent ratings from a nationally recognized insurance rating service.

(d) The policy must provide for a financial guarantee which satisfies the requirements of
NAC 519A.360 and which is available at all times if the operator defaults on any reclamation
obligation or permitting requirement.

7. If the surety is a corporate guarantee:

(&) Not more than 75 percent of the required surety may be satisfied by the corporate
guarantee, which is subject to periodic review and approval by the Administrator of the Division.
The remaining portion of the surety must be satisfied by a surety identified in this section.

(b) The audited financial statements of the corporation must indicate that the corporation has
two of the following three ratios:

(1) Aratio of total liabilities to stockholder’s equity less than 2 to 1.
(2) A ratio of the sum of net income plus depreciation, depletion and amortization to total

liabilities greater than 0.1 to 1.
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(3) A ratio of current assets to current liabilities greater than 1.5 to 1.

(c) The net working capital and tangible net worth each must equal or exceed the amount
established for reclamation pursuant to NAC 519A.360.

(d) The tangible net worth must be at least $10,000,000.

(e) Ninety percent of the assets of the corporation must be:

(1) Located in the United States; or
(2) At least six times the amount established pursuant to NAC 519A.360.

8. Ifthe surety is a cash deposit:

(a) The deposit must be deposited with and held in trust by the State Treasurer. Any
interest earned on the deposits must be credited to the trust. The State Treasurer may release
the deposit either in whole or in part to the operator or the Division only upon receipt of a
written request from the Administrator or his or her designee.

(b) The deposit must be sufficient to satisfy the requirements of NAC 519A.360 and the
Division shall determine the portion of the deposit to be allocated as the surety for each
individual exploration project or mining operation.

9. Any financial information submitted to the Division pursuant to this section must be
prepared in accordance with accounting principles that are generally accepted in the United
States.

Sec. 5. NAC 519A.360 is hereby amended to read as follows:

519A.360 1. The operator shall provide surety in an amount sufficient to ensure
reclamation of:

(a) The entire area to be affected by his or her project or operation; or
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(b) A portion of the area to be affected if, as a condition of the issuance of the permit, filing
additional surety is required before the operator disturbs land not covered by the initial surety.

2. The amount of surety required must be based on an estimate of the cost of executing the
plan for reclamation which would be incurred by the state or federal agency having jurisdiction
over the land.

3. The operator’s estimate of the cost for reclamation must be based on either:

(a) The costs of equipment rental, operation and labor which are appropriate for the
geographic area undergoing reclamation and which would otherwise be incurred by a third-party
contractor who performed the reclamation;

(b) Estimated costs provided by an outside contractor; or

(c) Any other method which is acceptable to the Administrator, the Bureau of Land
Management, the United States Forest Service or another federal land management agency, if
applicable.

4. In determining the cost of executing the plan for reclamation, the operator shall consider
all activities in the plan for reclamation that are required by NAC 519A.010 to 519A.415,
inclusive, and section 1 of this regulation, or chapter 519A of NRS, including, if appropriate:

(a) Earth moving, regrading, stabilization of heaps and dumps, recontouring of roads and
erosion control;

(b) Process fluid stabilization;

(c) Stabilization, management, control and treatment of mine-impacted waters;

(d) Revegetation, preparation of seedbed and planting;

Kb} (e) Demolition of buildings and other structures;
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He} (f) Removal and disposal or salvage of buildings, structures, equipment, piping, scrap
and reagents;

B} (g) Any ongoing or long-term activities which are required to frmaintaind :

(1) Maintain the effectiveness of reclamation or are necessary in lieu of reclamation £} ;
or

(2) Ensure the continuation of post-reclamation stabilization, management, control and
treatment of mine-impacted waters to protect the waters of this State,
& including , without limitation, periodic clean-out of sediment basins and ponds used to
collect mine-impacted waters or maintenance of berms and fences which are used to prevent
access to areas which pose a threat to the public safety;

Hext (h) Equipment mobilization and demobilization; and

)} (1) Administration and management by the Division, the Bureau of Land Management,
the United States Forest Service and another federal land management agency, if applicable.

5. In determining the cost of executing the plan for reclamation, the operator shall not
consider the cost of any activity not included in the plan for reclamation or not required by NAC
519A.010 to 519A.415, inclusive, and section 1 of this regulation, or chapter 519A of NRS.
This subsection does not limit in any way the authorities of the Bureau of Land Management, the
United States Forest Service or another federal land management agency to require surety for
purposes other than those of NAC 519A.010 to 519A.415, and section 1 of this regulation,

inclusive, and chapter 519A of NRS.
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AGENDA ITEM 3: REVIEW OF REGULATIONS

(b) For Possible Action: Review of LCB File No. R056-15 regulations adopted by
the Commission on Mineral Resources; Determination of Findings and
Recommendations to be Reported to the Legislative Counsel

Section 1 of the regulations establish fees for a permit to drill and operate an
hydraulically fractured oil or gas well; non-hydraulically fractured oil or gas well; and fees
for a request to change the terms of an existing permit to drill and operate an oil or gas
well. Section of the regulations increases existing fees from 15 cents to 20 cents for
each barrel of oil or each 50,000 cubic feet of natural gas produced from a well.
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NOTICE OF ADOPTION OF REGULATION

THE NEVADA DIVISION OF MINERALS
OF THE COMMISSION ON MINERAL RESOURCES
ADOPTED A REGULATION ASSIGNED LCB FILE NO. R056-15
THAT PERTAIN TO
CHAPTERS 522 OF THE NEVADA ADMINISTRATIVE CODE
(OIL and GAS)

ON

NOVEMBER 5, 2015
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PROPOSED REGULATION OF THE
COMMISSION ON MINERAL RESOURCES
LCB File No. R056-15

September 11, 2015

EXPLANATION — Matter in italics is new; matter in brackets fomitted-material}-is material to be omitted.

AUTHORITY: 81, NRS 522.050, as amended by section 1.5 of Senate Bill No. 44, chapter 36,
Statutes of Nevada 2015, at page 173; 82, NRS 522.150, as amended by section
2 of Senate Bill No. 44, chapter 36, Statutes of Nevada 2015, at page 174.

A REGULATION relating to natural resources; establishing fees for drilling and operating an oil
or gas well; revising the administrative fee that each producer of oil or natural gas must
pay; and providing other matters properly relating thereto.

Legislative Counsel’s Digest:

Existing law requires the Commission on Mineral Resources to prescribe by regulation
fees for a permit to drill and operate an oil or gas well and for a request to change the terms of an
existing permit. The limit for: (1) a permit to drill and operate an oil or gas well that is not
intended to be hydraulically fractured is $2,000; (2) a permit to dill and operate an oil or gas well
that is intended to be hydraulically fractured is $5,000; and (3) for a request to change the terms
of an existing permit to drill and operate an oil or gas well is $400. (NRS 522.050, as amended
by section 1.5 of Senate Bill No. 44, chapter 36, Statutes of Nevada 2015, at page173) Section 1
of this regulation establishes such fees.

Existing law requires the Commission to prescribe by regulation administrative fees that
must be paid by each producer of oil or natural gas in this State. The administrative fees may not
exceed 30 cents for each barrel of oil or each 50,000 cubic feet of natural gas produced from a
well in this State. (NRS 522.150, as amended by section 2 of Senate Bill No. 44, chapter 36,
Statutes of Nevada 2015, at page 174) Section 2 of this regulation increases the existing fees
from 15 cents to 20 cents for each barrel of oil or each 50,000 cubic feet of natural gas produced
from a well in this State.

Section 1. NAC 522.212 is hereby amended to read as follows:

522.212 [The amount of the fee that a}
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1. Aperson desiring to drill fa-wel-n-search-ef}-and operate an oil or gas well must pay

[pursuantto-subsection-1-6-NRS-522.050-fora-permitis-$200-}-to the Division a fee according

to the following schedule:

Conventional well on

Hydraulic fracturing

well on federally

Hydraulic fracturing

well on private or

Depth (feet) public or private land owned land State-owned land
0-4,999 $500- $3,500 $4,500
5,000-10,000 1,000 3,500 4,500
more than 10,000 1566 3,500 4,500

2. An application to reclassify a well from a conventional well for which a permit to drill

or operate has been issued to a hydraulic fracturing well must be accompanied by a fee in an

amount equal to the difference between the fee for a permit to drill or operate a conventional

well and the fee for a permit to drill or operate a hydraulic fracturing well, according to the

fee schedule prescribed in subsection 1.

3. An application to change the terms of a permit to drill or operate a conventional well or

hydraulic fracturing well after the well has been drilled must be submitted on Form 4 and

accompanied by a fee of:

(a) For administrative changes, one hundred dollars; or

(b) For all other changes, $300.

4. Asused in this section:
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(@) “Conventional well” means an oil or gas well that is not intended to be hydraulically
fractured.

(b) *“Hydraulic fracturing well” means an oil or gas well that is intended to be
hydraulically fractured.

Sec. 2. NAC 522.342 is hereby amended to read as follows:

522.342 1. The amount of the administrative fee that a producer or purchaser of oil or
natural gas must pay pursuant to subsection 2 of NRS 522.150 is {25128 15 cents per barrel of oil
or
per 50,000 cubic feet of natural gas, as appropriate.

2. The administrative fee must be paid on or before the last day of each month and must be

prorated to reflect the amount of oil or natural gas produced during the preceding month.
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AGENDA ITEM 3: REVIEW OF REGULATIONS

(c) For Possible Action: Review of LCB File No. R0O57-15 regulations adopted by
the Commission on Mineral Resources; Determination of Findings and
Recommendations to be Reported to the Legislative Counsel

Section 2 of the regulations provides that the location of an individual geothermal well or
wells in a project area must be surveyed by a professional land surveyor. Section 3
increases the annual fee required of the owner of a geothermal resource or the operator
of a geothermal production well or injection well. An annual fee is also required of the
owner or operator of an observational well or a thermal gradient well unless it is plugged
and abandoned. Section 4 specifies the required format for copies of electronic logs for
geothermal wells. Section 5 deletes provisions requiring annual filing of certain reports
specifying the production and temperature of a geothermal resource or a producing
domestic well. Section 6 specifies procedures to be followed for the abandonment of a
thermal gradient well.  Section 7 specifies procedures to be followed for the
abandonment of injection, production, or observational wells. Section 8 changes the fee
for an application to abandon and plug a well and the fee for an application for any other
proposed activity for which the Division conducts an extensive review.
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NOTICE OF ADOPTION OF REGULATION

THE NEVADA DIVISION OF MINERALS
OF THE COMMISSION ON MINERAL RESOURCES
ADOPTED A REGULATION ASSIGNED LCB FILE NO. R057-15
THAT PERTAIN TO
CHAPTERS 534A OF THE NEVADA ADMINISTRATIVE CODE
(GEOTHERMAL RESOURCES)
ON
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Page 25



PROPOSED REGULATION OF THE
COMMISSION ON MINERAL RESOURCES
LCB File No. R057-15

September 14, 2015

EXPLANATION - Matter in italics is new; matter in brackets [omitted-material] is material to be omitted.

AUTHORITY: 881, 2 and 4-7, NRS 534A.090; 8§83 and 8, NRS 534A.080 and 534A.090.

A REGULATION relating to geothermal resources; requiring certain locations with geothermal
resources to be surveyed by a professional land surveyor; revising the amount of annual
fees required from the owner or operator of a geothermal resource or geothermal well;
specifying the format for certain electronic logs; eliminating the requirement for an
owner of a geothermal resource or operator of a producing domestic well to file certain
reports with the Division of Minerals of the Commission on Mineral Resources; revising
requirements for the abandonment of geothermal wells; revising the amount of
fees required when submitting to the Division an application to engage in certain
activities involving geothermal resources; and providing other matters properly relating
thereto.

Legislative Counsel’s Digest:
Existing law authorizes the Commission on Mineral Resources to adopt regulations
relating to geothermal resources. (NRS 534A.090)

Under existing law, the location of an individual geothermal well or the geothermal wells
in a project area must be surveyed by a state water right surveyor. (NAC 534A.205) Section 2 of
this regulation changes that requirement so that such locations must be surveyed by a
professional land surveyor.

Existing regulation requires the owner of a geothermal resource or the operator of a
geothermal production well or geothermal injection well to submit to the Division of Minerals of
the Commission an annual fee of $475 for each well which produced or was used to dispose of
fluids derived from geothermal resources into an underground reservoir during the previous year.
(NAC 534A.214) Section 3 of this regulation increases that fee to $600 and provides that the fee
must be paid only for industrial or commercial wells. The fee is not required for an industrial well
if no power is generated at the well and any production by the well was only for the purpose of
testing the well. Section 3 also requires that the owner or operator of an observational well or
a thermal gradient well must submit to the Division an annual fee of $100 for each such well
unless the well has been abandoned and plugged.
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Section 4 of this regulation specifies the required format for copies of electronic logs that
must be submitted to the Division by the operator of a geothermal well. (NAC 534A.350)

Section 5 of this regulation deletes provisions requiring annual filing with the Division of
certain reports specifying the production and temperature of a geothermal resource or a producing
domestic well, whether the geothermal resource or domestic well was in use during the
preceding year and any other information required by the Division. (NAC 534A.410) Section
1 of this regulation makes a conforming change.

Existing regulation specifies procedures that must be followed when a thermal gradient
well or an observational well is abandoned. (NAC 534A.480) Under section 6 of this regulation,
those procedures will be required only for the abandonment of a thermal gradient well.

Existing regulation specifies procedures that must be followed when an injection well is
abandoned. (NAC 534A.490) Under section 7 of this regulation, those procedures also will be
required for the abandonment of a production well or an observational well.

Existing regulation requires the owner or operator of a geothermal resource to pay a fee
of either $300 or $100 when submitting to the Division an application to engage in various
activities involving the well. (NAC 534A.540) Section 8 of this regulation changes the fee for an
application to abandon and plug a well from $300 to $100. Section 8 also changes the fee for an
application for any other proposed activity for which the Division conducts an extensive review
from $100 to $300.

Section 1. NAC 534A.180 is hereby amended to read as follows:

534A.180 1. Only the provisions of NAC 534A.170 to 534A.690, inclusive, listed below
apply to domestic geothermal wells:

(a) NAC 534A.190;

(b) NAC 534A.210;

(c) NAC 534A.220;

(d) Subsection 1 of NAC 534A.260;

(e) Subsection 1 of NAC 534A.270;

(f) NAC 534A.280;

(g) NAC 534A.310;

(h) Subsection 2 of NAC 534A.330;

-
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(i) NAC 534A.340;

() [Subsection 2 of NAC 534A.410;
—{d}-NAC 534A.470;

FH}H(k) NAC 534A.490 (except subsection 9);

Hy-(I) NAC 534A.500;

Ha-(m) Subsections 5 and 6 of NAC 534A.540;

Hey-(n) NAC 534A.550; and

Hpy-(0) NAC 534A.590 to 534A.690, inclusive.

2. All provisions of NAC 534A.170 to 534A.690, inclusive, apply to commercial wells
except:

(a) Paragraph (a) of subsection 1 of NAC 534A.200 (exemption applies to nonprofit
organizations only);

(b) Subsections 2, 3 and 4 of NAC 534A.270;

() NAC 534A.300;

(d) NAC 534A.320; and

(e) Subsection 9 of NAC 534A.490.

3. Except as otherwise specifically provided in NAC 534A.170 to 534A.690, inclusive, all
of the provisions apply to industrial wells.

Sec. 2. NAC 534A.205 is hereby amended to read as follows:

534A.205 1. Except as otherwise provided in subsection 3, the location of an individual
geothermal well or the geothermal wells in a project area must be surveyed by a [state-water

right}-professional land surveyor £}-who is licensed pursuant to chapter 625 of NRS.
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2. Except as otherwise provided in subsection 3, a certified plat of the location must be filed
with the Division within 30 days after the completion of the construction of the well. The plat
must:

(a) Be of a standard size;

(b) Show the location of any designated lots; and

(c) Contain a description of the location of the proposed well:

(1) Within a 40-acre legal subdivision; or

(2) Which includes an accurate course and distance tied to an established corner of a
section or quarter section and a full description of the corner to which the tie is made, together
with all markings thereon.

3. The provisions of this section do not apply to a thermal gradient well.

Sec. 3. NAC 534A.214 is hereby amended to read as follows:

534A.214 On or before January 31 of each year f-the}-:

1. The owner of the geothermal resource or the operator of fa}-an industrial or commercial
geothermal production well or geothermal injection well shall submit to the Division a fee of
[$4751-$600 for each well which produced or was used to dispose of fluids derived from
geothermal resources into an underground reservoir during the preceding calendar year. The
provisions of this subsection do not apply to an industrial well which produced fluids during
the preceding calendar year if no power was generated at the well and the production was only
for the purpose of testing the well.

2. The owner or operator of a thermal gradient or an observational well shall submit to
the Division a fee of $100 for each such well unless the well has been abandoned and plugged.

Sec. 4. NAC 534A.350 is hereby amended to read as follows:
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534A.350 1. The operator shall, within 60 days after the completion or cessation of
drilling, file with the Division the electrical logs required to be kept. The filing must include,
without limitation, two printed copies, one digital copy and one copy in LASer (LAS) file
format.

2. The operator shall, within 60 days after the removal of the rig, file with the Division all
required logs not already filed pursuant to subsection 1, the record of the core, the history of the
well and the summary.

Sec. 5. NAC 534A.410 is hereby amended to read as follows:

534A.410 [&} The owner of a geothermal resource or the operator of a producing
industrial or commercial well shall file, on a form provided by the Division, a monthly report of

production and temperature on or before the last day of each month for the preceding month.

Sec. 6. NAC 534A.480 is hereby amended to read as follows:

534A.480 For abandonment of a thermal gradient foran-ebservatienal} well, the following

provisions apply:
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1. If the well was drilled with air and no water was encountered, the hole must be backfilled
with cuttings and a cement plug 50 feet long must be placed at the top of the well.

2. If the well was drilled with mud, the bore must be filled with mud, and a cement plug of
50 lineal feet must be placed at the top of the well.

3. The surface must be restored as near as practicable to its original condition.

Sec. 7. NAC 534A.490 is hereby amended to read as follows:

534A.490 For abandonment of a geothermal fer}-production, injection or observational
well, the following provisions apply:

1. Cement used to plug the well, except cement used for surface plugging, must be placed in
the hole by pumping through drill pipe or tubing. The cement must consist of a mix which resists
high temperatures.

2. Cement plugs must be placed in the uncased portion of wells to protect all subsurface
resources. These plugs must extend a minimum of 100 lineal feet above the producing
formations and 100 lineal feet below the producing formations or to the total depth drilled,
whichever is less. Cement plugs must be placed to isolate formations and to protect the fluids in
those formations from interzonal migration.

3. Where there is an open hole, a cement plug must be placed in the deepest casing string
by:

(@) Placing a cement plug across the guide shoe extending a minimum of 100 lineal feet
above and below the guide shoe, or to the total depth drilled, whichever is less; or

(b) Setting a cement retainer with effective control of back pressure approximately 100 lineal
feet above the guide shoe, with at least 200 lineal feet of cement below, or to the total depth

drilled, whichever is less, and 100 lineal feet of cement above the retainer.
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4. If thereis a loss of drilling fluids into the formation or such a loss is anticipated or if the
well has been drilled with air or another gaseous substance, a permanent bridge plug must be set
at the casing shoe and capped with a minimum of 200 lineal feet of cement.

5. A cement plug must be placed across perforations, extending 100 lineal feet below, or to
the total depth drilled, whichever is less, and 100 lineal feet above the perforations. When a
cement retainer is used to squeeze cement into or across the perforations, the retainer must be set
a minimum of 100 lineal feet above the perforations. Where the casing contains perforations at or
below debris or collapsed casing, which prevents cleaning, a cement retainer must be set at least
100 lineal feet above that point, and cement must be squeezed in the interval below the retainer.

6. The approval of the Administrator must be obtained before casing is cut and recovered. A
cement plug must be placed in such a manner as to isolate all uncased intervals and guide shoes
that are not protected by an inner string of casing. The plug must extend a minimum of 50 feet
above and below any such interval or guide shoe.

7. All annular spaces extending to the surface must be plugged with cement.

8. The innermost string of casing which reaches ground level must be cemented to a
minimum depth of 50 feet below the top of the casing.

9. The hardness and location of cement plugs placed across perforated intervals and at the
top of uncased or open holes must be verified by setting down with tubing or drill pipe a
minimum weight of 15,000 pounds on the plug or, if less than 15,000 pounds, the maximum
weight of the available tubing or drill pipe string. If a cement retainer or bridge plug is used to
set the bottom plug, a test is not required for that interval.

10. The surface must be restored as near as practicable to its original condition.
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11. Any interval that is not filled with cement must be filled with good quality, heavy
drilling fluids.

Sec. 8. NAC 534A.540 is hereby amended to read as follows:

534A.540 1. A person shall not engage in an activity listed in subsection 3 or 4 without
the permission of the Division.

2. The owner of the geothermal resource or operator shall submit an application for
permission to engage in an activity listed in subsection 3 or 4 on Form 4 (Sundry Notices and
Reports on Wells). Upon request, the Administrator may, as he or she deems appropriate in
extraordinary circumstances, grant oral permission to engage in an activity listed in subsection 3
or 4. Oral permission to engage in an activity listed in subsection 3 or 4 does not relieve the
owner of the geothermal resource or operator of his or her obligation to submit an application
pursuant to this section.

3. The fee is $300 to file an application for permission to engage in any one of the following
activities:

(@) Increasing the depth of a well;

(b) Testing of water shut-off;

(c) Entering or opening a plugged well,

(d) Shooting, acidizing or fracture treating;

(e) FAbandening-and-pluggingawell:

—H}-Drilling in a direction which is not intended to be vertical, including directional drilling;

He-(f) Changing the construction of a hole or well, including:

(1) Placing a plug in the hole or well; and

(2) Recovering or altering the casing;
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Hy}-(g) Conducting a major work over or cleaning of a well; and
H-(h) Any other proposed activity for which the Division:
(1) Conducts an extensive review;
(2) Conducts a field inspection; or
H21-(3) Evaluates information or documentation regarding the construction of a hole or
well.
4. The fee is $100 to file an application for permission to engage in any one of the following
activities:
(a) Extending a permit;
(b) Changing the ownership of a well;
(c) Changing the status of a well,
(d) Changing the name of a well,
(e) Changing the location of a proposed well; and
()

Abandoning and plugging a well.

5. The owner of the geothermal resource or operator shall report to the Division any
progress regarding or the completion of an activity for which permission was required pursuant
to this section and any supplemental history of the well.

6. In the case of a domestic well, the owner of the geothermal resource or the operator shall:

(a) Notengage in an activity listed in paragraph (a) [;}-or (c) fer{e)-er}-of subsection 3,
subparagraph (1) of paragraph Hg}}-(f) of subsection 3 or paragraph (f) of subsection 4 without

the permission of the Division; and
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(b) Submit to the Division an application for permission to engage in an activity listed in
paragraph (a) i}-or (c) fer{e)-erf-of subsection 3, subparagraph (1) of paragraph He)-(f) of
subsection 3 [}-or paragraph (f) of subsection 4. The owner or operator shall file the application
on Form 4 (Sundry Notices and Reports on Wells) and is not required to pay a fee to file.

7. The Division may, as it deems appropriate, observe and release information which is not

confidential regarding activities for which permission was required pursuant to this section.
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AGENDA ITEM 3: REVIEW OF REGULATIONS

(d) For Possible Action: Review of LCB File No. R081-15 regulations adopted by
the Commission on Mineral Resources; Determination of Findings and
Recommendations to be Reported to the Legislative Counsel

The regulation revises the form that must be used to report the plugging of certain holes
or wells to the Division of Minerals; authorizes an extension of the expiration date of a
permit to drill an oil or gas well; revises the requirements for obtaining approval to drill
and complete a disposal well; requires the permanent plugging of certain wells;
eliminates the fee for applying for a permit drill, deepen or plug back any oil or gas well;
requires certain forms to be used to apply for certain approvals; eliminates the authority
for an operator a series of exploratory wells to apply to keep the wells confidential, and
makes various other changes relating to oil and gas wells.
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NOTICE OF ADOPTION OF REGULATION

THE NEVADA DIVISION OF MINERALS
OF THE COMMISSION ON MINERAL RESOURCES
ADOPTED A REGULATION ASSIGNED LCB FILE NO. R081-15
THAT PERTAIN TO
CHAPTERS 522 OF THE NEVADA ADMINISTRATIVE CODE
(OIL and GAS)

ON

NOVEMBER 5, 2015
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PROPOSED REGULATION OF THE DIVISION OF MINERALS
OF THE COMMISSION ON MINERAL RESOURCES
LCB File No. R081-15

September 11, 2015

EXPLANATION - Matter in italics is new; matter in brackets [omitted-material] is material to be omitted.

AUTHORITY: 881-15, NRS 522.040.

A REGULATION relating to natural resources; revising the form that must be used to report the
plugging of certain holes or wells to the Division of Minerals of the Commission on
Mineral Resources; authorizing an extension of the expiration date of a permit to drill
an oil or gas well; revising the requirements for obtaining approval to drill and
complete a disposal well; requiring the permanent plugging of certain wells;
eliminating the fee for applying for a permit to drill, deepen or plug back any oil or gas
well; requiring certain forms to be used to apply for certain approvals; eliminating the
authority for an operator of a series of exploratory wells to apply to keep the wells
confidential; making various other changes relating to oil and gas wells; and providing
other matters properly relating thereto.

Legislative Counsel’s Digest:

Existing law: (1) requires the Division of Minerals of the Commission on Mineral
Resources to adopt regulations to effectuate the purposes of chapter 522 of NRS; and (2)
authorizes the Division to require certain persons to file reports, logs and surveys relating to oil
and gas wells. (NRS 522.040) This regulation makes a number of changes to regulations relating
to the drilling and operation of oil and gas wells.

Sections 1 and 7 of this regulation revise the form that must be used to report to the
Division the plugging of certain holes or wells.

Section 2 of this regulation eliminates outdated language from provisions relating to the
tentative approval of certain requests or plan.

Existing regulations provide that a permit to drill or deepen a well for oil or gas expires
24 months after the date of issue unless operations have commenced and the operator is
proceeding with due diligence. (NAC 522.220) Section 3 of this regulation authorizes the
Division to grant an extension to this deadline.

Existing regulations require that any person who wants to disposal of salt water, brackish
water or other water unfit for domestic use or for livestock, irrigation or other use through the
use of a disposal well be approved by the Administrator of the Division. (NAC 522.380) Section
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5 of this regulation adds a requirement that a person also obtain a permit from the State
Department of Conservation and Natural Resources that authorizes the person to inject fluids
through a well.

Existing regulations require a well in which production casing has been run but which has
not been operated for 1 year, and each well in which no production casing has been run and for
which drilling operations have ceased for 30 days, to be immediately plugged. (NAC 522.430)
Section 6 of this regulation adds a requirement that such a well also be permanently plugged.
Existing regulation also authorize the Administrator to grant a 6-month extension to the
immediate plugging of the well for good cause. (NAC 522.430) Section 6 authorizes the
Administrator to grant such an extension for not more than 1 year.

Section 10 of this regulation eliminates the $50 fee for an application for a permit to drill,
deepen or plug back any oil or gas well.

Section 12 of this regulation requires a person use a particular form to notify the Division
and request its approval of or for: (1) an intention to deepen or plug back a well that has been
drilled; (2) an extension of the deadline prescribed in subsection 1 of NAC 522.220; (3) an
intention to change the location of a well for which a permit to drill and operate has been issued
but on which drilling has not yet begun; (4) an intention to begin major maintenance or cleaning
of a well; (5) an intention to change the activity status of a well; (6) a change in the name of a
well; (7) a change in the owner or operator of a well; and (8) any other proposed activity for
which the Division conducts an extensive review.

Section 13 of this regulation revises the requirements for filing a well completion report.
Section 14 of this regulation eliminates the authority for an operator who plans to drill a
series of exploratory wells within a given region or area to apply to the Division to have the
records for all his or her exploratory wells kept confidential.
Section 15 of this regulation repeals certain forms that are used to make reports to the
Division. Sections 4, 8 and 9 of this regulation make conforming changes.
Section 1. Chapter 522 of NAC is hereby amended by adding thereto a new section to read
as follows:
Form 12 must be used to provide the record of plugging a hole or well that is required

pursuant to NAC 522.465.

Sec. 2. NAC 522.195 is hereby amended to read as follows:
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522.195 If the Division gives tentative approval of fan-eral-ertelegraphed}-a request or

plan, the person requesting the approval must promptly submit the request or plan in writing on
the proper form for final approval and confirmation by the Division.

Sec. 3. NAC 522.220 is hereby amended to read as follows:

522.220 f[Ynless}

1. Except as otherwise provided in subsection 2, unless operations have been commenced
and the operator is proceeding with due diligence, a permit to drill or deepen a well for oil or gas
expires 24 months after the date of issue.

2. The Division may grant an extension of the deadline prescribed in subsection 1.

Sec. 4. NAC 522.250 is hereby amended to read as follows:

522.250 1. Eachwell which is being drilled or is capable of producing must be identified
by a sign posted on the derrick or not more than 100 feet from the well.

2. The sign must be of durable construction. The lettering must be kept in legible condition
and be large enough to be legible under normal conditions at a distance of 50 feet. The wells on
each lease or property must be numbered in nonrepetitive, logical and distinctive sequence. Each
sign must show the number of the well, the name of the lease, which must be different and
distinctive for each lease, the name of the lessee, owner or operator and the location by quarter
section, township and range.

3. The Division will assign to each well an identification number of the American
Petroleum Institute when the drilling permit is approved. This number must be used for
identification in:

(a) Electronic data processing; and
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(b) The forms listed in NAC 522.480 to {522.5306,}522.520, inclusive, and section 1 of this
regulation, which must also show the name of the company, the number of the lease and the
number of the well.

Sec. 5. NAC 522.380 is hereby amended to read as follows:

522.380 1. [Fheunderground-dispesal-A person who wishes to dispose of salt water,

brackish water or other water unfit for domestic use or for livestock, irrigation or other use fis
permitted-enly-tpon-approval-off-with a disposal well must obtain:

() Approval to drill and complete the disposal well from the Administrator {}-; and

(b) A permit from the State Department of Conservation and Natural Resources pursuant
to NRS 445A.300 to 445A.730, inclusive, that authorizes the person to inject fluids through a
well.

2. Disposal wells must be cased and the casing cemented in such a manner that no damage
is caused to fresh water, oil, gas or other minerals. All injection must be through tubing and
below the packer unless another means is approved by the Administrator.

3. The application fte-dispese-ef}-for approval to drill and complete a disposal well for salt
water, brackish water or other water unfit for domestic use or for livestock, irrigation or other use
must be verified by the applicant and filed in duplicate with the Division. The application must
include:

(@) A plat showing the location of each disposal well and the location of all oil and gas wells,
including abandoned wells, wells being drilled and dry holes, and the names of lessees of record
of land within one-half mile of the proposed disposal well;

(b) The formation and depths to which all wells are currently completed;

(c) The name, description and depth of the formation into which water is to be injected;
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(d) Logs of each disposal well, or a description of the typical stratigraphic level of the
disposal formation in each disposal well;

(e) A description of the casings in each disposal well of the proposed casing program, and the
proposed method for testing the casings before use of each disposal well,

(F) A statement specifying the source of water to be injected,;

(9) The estimated minimum and maximum amount of water to be injected daily;

(h) The estimated minimum injection pressure; and

(i) The names and addresses of the operator of the project.

Sec. 6. NAC 522.430 is hereby amended to read as follows:

522.430 1. Each well in which production casing has been run but which has not been
operated for 1 year, and each well in which no production casing has been run and for which
drilling operations have ceased for 30 days, must be -permanently plugged.

2. The Administrator may, for good cause, grant f2

potmerethantyear for the well to be plugged.

3. Arequest for an extension must be submitted on Form 4.

Sec. 7. NAC 522.465 is hereby amended to read as follows:

522.465 Within 30 days after the plugging of a hole or well, a record of the plugging must
be submitted to the Division on Form {4-}-12.

Sec. 8. NAC 522.480 is hereby amended to read as follows:

522.480 1. All producers, transporters, storers and handlers of crude petroleum oil and
natural gas in Nevada shall keep, for at least 5 years, appropriate books and records covering
their operations in Nevada to substantiate the reports required by NAC 522.480 to {522.536;}

522.520, inclusive f}, and section 1 of this regulation.
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2. The Division may require additional reports, data or other information on the production,
transportation, storage or handling of crude petroleum oil or natural gas in Nevada if it is
necessary or desirable to prevent waste and conserve natural resources.

Sec. 9. NAC 522.485 is hereby amended to read as follows:

522.485 Where the provisions of this chapter require forms to be filed, the forms listed in
NAC 522.490 to {522.536,}-522.520, inclusive, fer-otherapproved-machine-accounting-forms;}
and section 1 of this regulation, may be filed. fApplicable-forms-ofthe United-States-Geological

ilocLinol | -
—@ee—ag-eﬂ%y—f@-r—f%m—s%]* 0

Sec. 10. NAC 522.495 is hereby amended to read as follows:

522.495 1. A person who desires to drill {-deepen-erplug-back]-any oil or gas well must

file Form 2, properly completed, with the Division. fA-fee-of$50-and-alocationplat-must

2. The location plat required by this section must be of convenient size, and must have the
location of the proposed well within a 40-acre legal subdivision by an accurate course and
distance tie to an established corner of a section or quarter section. The plat must contain a full
description of the corner to which the tie is made, together with all markings thereon. Ties to
offset section or quarter corners on township lines must also show the nearest corner of the
adjoining township together with the offset distance. Lots within a lotted section must be shown
and designated. The plat must indicate the method used in obtaining all bearings and must show

the declination used for compass bearings and the source of the bearing if an angle is turned from
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a line of known bearing. The person who prepares the plat must note on the plat whether solar or
polaris observations have been used.
Sec. 11. NAC 522.500 is hereby amended to read as follows:
522500 1. Form 3, *}properly prepared, must accompany the bond required by NAC
522.230 for the drilling of a single well.
2. Form 3a, =}properly prepared, must accompany the bond required by NAC 522.230 for
the drilling of more than one well.
P(See-agency-for-forma}
Sec. 12. NAC 522.505 is hereby amended to read as follows:
522,505 1. Form 4 must be used to:
(@) Notify the Division and request its approval of f}-or for:
(1) A change of drilling plans.
(2) A test of water shutoff.
(3) A reentering or reopening of a plugged hole.
(4) A shooting, acidizing or fracture treating.
(5) A pulling or altering of casing.
(6) An intention to abandon a well.
(7) An intention to deepen or plug back a well that has been drilled.
(8) Extending the deadline prescribed in subsection 1 of NAC 522.220.
(9) An intention to change the location of a well for which a permit to drill and operate
has been issued but on which drilling has not yet begun.
(10) An intention to begin major maintenance or cleaning of a well.

(11) Anintention to change the activity status of a well
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(12) A change in the name of a well.

(13) A change in the owner or operator of a well.

(14) Any other proposed activity for which the Division conducts an extensive review.
= Permission in advance does not relieve the operator of the requirement to file the notice.

(b) Report progress or completion
of the activities designated in paragraph (a).

(c) Report the supplemental history of a well

2. The presence of a representative of the Division at the scene of any of the activities
required to be reported on Form 4 or any approval of an activity of which the Division must be
notified on Form 4 does not relieve the operator of the requirement to file the form or the notice.
The Division may observe and report on these activities.

Sec. 13. NAC 522.510 is hereby amended to read as follows:

522.510 1. Form 5, the well completion report, must be filed for all wells drilled in

Nevada. In the case of a dry hole, this report may accompany Form 4. In the case of a well

2. Two copies of all logging surveys run in the wellbore by the operator must be filed with
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the Division. The Division will file one of the sets with the Bureau of Mines and Geology. The
copy at the Bureau will be available for public inspection when the records are no longer
confidential.

Sec. 14. NAC 522.540 is hereby amended to read as follows:
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522.540 [&} Records concerning a well will not be kept confidential by the Division
unless the owner of the well requests confidentiality in writing or marks “confidential” on the
logs of an exploratory well. Upon receiving such a request or log, the Division will keep the
records confidential for after

unless the owner provides a written authorization for an earlier release.

Sec. 15. NAC 522.450, 522.525 and 522.530 are hereby repealed.

TEXT OF REPEALED SECTIONS

522.450 Water wells.

1. If awell or exploratory hole which is to be plugged may safely be used as a fresh-water
well, and the landowner wishes so to use it, the well need not be filled above the required sealing
plug set below the fresh-water stratum. Written authority for use of the well or hole as a water
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well must be secured from the landowner on Form 10 and filed with and approved by the
Division. Authority from the landowner must also include the assumption of full responsibility
by the landowner for the final plugging of the well.

2. Approval by the Division to convert the well to a fresh-water well and approval of the
plugging of the well to the base of the fresh-water producing stratum releases and discharges the
principal and surety from any liability under any bond given to assure that the well would be
properly plugged and abandoned.

522.525 Form 8A: Notice of change of owner. Any owner or part owner who is bound
under a drilling bond and who conveys his or her interest to another shall file Form 8A, notice of
change of owner, with the Division.

522.530 Form 10: Water well completion release. When the lessor wishes to complete a
dry hole which is capable of producing water as a water well, Form 10 must be filed with the

Division.
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Minutes of the Meeting
MINING OVERSIGHT & ACCOUNTABILITY COMMISSION
September 24, 2015, 1:30 p.m.

The meeting was held at the Legislative Building, located at 401 South Carson Street, Room 3137,
Carson City, Nevada, and by video conference to the Grant Sawyer Office Building,

Washington Ave., Room 4412 E., Las Vegas, Nevada.

MINING OVERSIGHT & ACCOUNTABILITY
MEMBERS PRESENT:

Kyle Davis, Vice Chairman
Douglas “Roger” Bremner, Member
Dennis Neilander, Member

MEMBERS ABSENT:

Senator Greg Brower, Member

COUNSEL TO THE COMMISSION PRESENT:

Sarah Bradley, Deputy Attorney General
DEPT OF TAXATION STAFF PRESENT:

Terry Rubald, Deputy Executive Director,
Department of Taxation

Anita Moore, Program Officer
Department of Taxation

555 E.

MEMBERS OF THE PUBLIC PRESENT:

Carson City:

David Toll, Gold Hill resident

Michael Ressel, NBMG

Greg Lovato, NDEP

Elaine Barkdull, Comstock Mining

Jeff Bixler, State of NV, Mine Safety
Rodney Neils, State of NV, Mine Safety
Bill Hoffman, NDOT

Austin Osborne, Storey County

Scott Jolcover, Comstock Mining
Corrado DeGasperis, Comstock Mining
Susan Juetten, GBRW

Rich Perry, NDOM

Dylan Shaver, Nevada Mining Assn.

Las Vegas: none

1. ROLL CALL, ESTABLISHMENT OF QUORUM AND OPENING REMARKS

Ms. Rubald called the roll and established a quorum. Vice Chairman Davis asked if there was
any indication if there were ever going to be any other members appointed to this committee. He said
by statute, it is supposed to be seven and now it is down to four. Ms. Rubald said that when there is a
vacancy, the Governor’s Office is contacted to let them know there is a vacancy and that it is open for
appointment. She has also previously been in touch with LCB but has not received any indication from
those organizations.

2. Public Comment
Vice Chairman Davis then asked for Public comment.
Mr. David Toll, a resident of Gold Hill introduced himself. He said he was there to ask that the

Commission take the collapse of Highway 342 very seriously and that they seriously investigate what
caused it. The highway has collapsed there four or five times since it was first paved over the mine
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shaft, each time, re-plugged and repaved, most recently in 2006. Mr. Toll continued to say that this
time, an enormous concrete plug was placed over the shaft and a large earth mass built up all around
it, engineered to hold it firmly and forever immobile. Last winter, it failed with a powerful negative
impact on all of the Comstock communities. He asked why? He said the evidence suggests that
Comstock Mining (CMI) dug the pit too close to the road and destabilized that earth mass that was
holding the plug in place. He was told that there is a well-thumbed engineering report in the company
library warning against expanding the pit eastward because of danger of undermining the highway. He
asked why would the company risk shaving the wall as close to the road as possible and as steep
beneath it as possible, knowing it might collapse.

Mr. Toll continued to say this company risked putting haul roads or haul trucks on the public
right of way without a permit and was cited for trespass by the BLM. This company risked using non-
permitted environmental equipment and was fined a quarter of a million dollars by NDEP. He believes
CMI would take any risk to stay solvent and keep its shareholders’ golden dreams alive. The failure of
the road has expedited CMI access to highly desirable ore beneath and beyond the roadway without
waiting months for permits. Mr. Toll said that NRS405.230 provides that “Any person who, in any
manner, obstructs any road, street, or alley, or in any manner damages it or prevents travel thereon” is
“guilty of a public offense, as prescribed in NRS193.155.”

NRS193.155 says that “Where the value of the loss is $5,000 or more or where the damage
results in impairment of public communication, transportation or police and fire protection,” which this
highway closing did, is a Class C Felony for which CMI had motive and opportunity and from which it is
reaping the rewards. Mr. Toll said he thinks that it is reasonable and appropriate for the Commission to
determine whether or not a felony has been committed and overlooked.

Vice Chairman Davis thanked Mr. Toll for his remarks and asked if there were any other Public
Comment.

Mr. Scott Jolcover, Director of Business Development for Comstock Mining, introduced himself.
He said he also owns land in Storey County, Lyon County and Carson. He said he wanted to remind
the Commission that he knows they are acutely aware that this is not a court of law and that the
testimony before them is not sworn to and that in his personal opinion he believes some of what Mr.
Toll has stated is not accurate. Mr. Jolcover said that Mr. Toll’s allegations of criminal wrongdoing were
presented to the Storey County Sheriff's Department and reviewed by the District Attorney and nothing
came out of it. All of the engineering reports that were reviewed by NDOT, by MSHA, by the state
mining regulations and mine inspectors - there was nothing that said that the activities of the mining
company created the closure or the failure of the shaft that was dug in 1922.

Vice Chairman Davis thanked Mr. Jolcover for his remarks and asked if there were any other
Public Comment. There was none.

3. Presentation: SR 342 road closure and partnership with Comstock Mining and Storey
County to rebuild the road
Nevada Department of Transportation, Comstock Mining, and Storey County

Mr. Bill Hoffman, Deputy Director for the Nevada Department of Transportation introduced
himself as well as Austin Osborne of Storey County and also Corrado DeGasperis from Comstock
Mining. Mr. Hoffman then proceeded to give the Commissioners a chronology of the events that went
on for SR 342 and their collaboration with Storey County and Comstock Mining. Cruz Construction is
another group that has helped as well as Kendor Consulting Engineering.

Mr. Hoffman said he would like to give a corridor history and status report; along with his
photograph presentation. He said he would like to discuss the Silver Hills Mine Shaft/roadway issues
associated with this, the partnerships that were formed, the collaboration, the stick-to-it-iveness of the
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group he had introduced, which he felt was beyond anything he had ever experienced - the plan they
came up with and the execution of the plan which is being carried out. Mr. Hoffman said he has worked
in the transportation field for over 20 years and never seen this kind of collaboration amongst private
industry and local agencies. He said when you have a State Department of Transportation, a County
and a private mining company, that usually spells a recipe for disaster and that was not the case at all;
he felt they worked very well together. Comstock Mining owns the underlying land and NDOT is
permitted to have a roadway on their land which is SR 342, so NDOT does not own the land under the
road. NDOT is only able to operate and maintain the road based on that agreement that they have with
Comstock Mining.

Mr. Hoffman continued by saying that Storey County has the authority over issuing the mining
permits — that is why so many different groups have come together. SR 342 is the old historic route up
to Virginia City.

Vice Chairman Davis asked how common it is that in Nevada you would have a state highway
that is over private land. Mr. Hoffman answered that it happens more frequently than you would think
where they have had prior right to that land for many years. Over past history, NDOT has entered into
an agreement to make sure that they can continue to use property for the motoring public. It doesn’t
happen all the time. There are not those situations out there that are in mass, but for the most part, this
is a situation that exists throughout the State. So — not very frequently, but it does exist.

Austin Osborne, Planning Director for Storey County said that in Mr. Hoffman’s speech to the
State of Nevada, this matter is extremely frequent in Storey County. The township was laid over
unpatented claims without going through the proper patent process and this situation is dealt with quite
frequently. Storey County had a public law passed through their lands bill process that is going to help
alleviate the problem with BLM potential ownership of getting these kinds of clouded title matters
resolved. Mr. Osborne said what they are dealing with in this particular situation doesn’t necessarily
involve the BLM exclusively, but does deal with a clouded title issue that is a very common thread on
the Comstock and Storey County deals with them on a case by case basis right now.

Member Bremner asked if that is unique to mining because of the mineral rights. Mr. Osborne
replied yes, he would argue in historic mining, when you put a town together like Virginia City over a
period of six weeks and then people gradually go from their tents to permanent buildings, permanent
buildings burn down and then become brick buildings. The point of that process is the town grows
faster than the West was settled and that is why this condition exists today.

Member Bremner asked if they could use eminent domain to alleviate the situation when it
comes to highways. Mr. Hoffman answered no, this is exclusive to this situation. Member Bremner
asked if they were saying this is exclusive to mining; Mr. Hoffman answered yes, in this situation it is.
He said there could be any number of reasons why they are not the underlying fee owner which they
would need to be in order to exercise eminent domain. Mr. Osborne clarified the question by saying the
situation they are dealing with, SR 342 for Gold Hill is not just over mining lands. It is over some of
their own private property land as well. He said what they have is a portion of road that failed and had
to be addressed very quickly and that portion of the road happened to be over mining claims.

Member Bremner asked if they were saying that the highway right-of-way, the road that has
been there a long time — may not have access, may not have ownership of a large part of the right-of-
way. He asked if there were a lot of other entities in the State of Nevada where highways are built on
land we don’t have access or ownership to. Mr. Hoffman, NDOT, stated it is not very frequent and it
does happen. It happens quite frequently in Storey County. Member Bremner said he is mystified that
we are building highways on lands that we don’t really have complete title to that we are paving and
doing things on roads that we may lose later on. He said it was flabbergasting.

Mr. Hoffman, NDOT, said they don’t practice that any more. He said they were in this situation
now because of the situations and incidences that Mr. Osborne (Storey County) spoke to. He said that
is not their common practice and approach any more. He said they have signed agreements and
easements with property owners to continue using the property, but they don’t do that as common
practice any more. He said those are things that were agreed to and done many, many years ago.
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Member Bremner said “any more”. Those two operative words are unbelievable to him that we
don’t do that any more. He said he wouldn’t think they would do that anymore. He said he would think
that they would want access to the right-of-way and for perpetuity. He added — why build a road if
someday you’re not going to have access? He said he didn’t understand it. He said it seemed like
something NDOT should be working on to alleviate. Vice Chairman Davis said that what he thought his
colleague was getting at is how do we ensure that that access does continue, that a private property
owner, if we’re putting public roads across private property, how do we ensure that that private property
owner doesn’t change their mind and then all of a sudden we would not be able to use it.

Mr. Hoffman said it is a practice they do not do any more. Member Bremner asked if it could be
solved by a request to legislation to change that, to give NDOT/Storey County some kind of power of
eminent domain or something where you could assure the residents of the State of Nevada that their
highways are really built on land that the State has total access to and ownership of.

Mr. Osborne clarified that he is representing Storey County, not NDOT. He then said this
situation is similar throughout the town. You have, over the last hundred years, roads that initially were
wagon trails then made their way into Virginia City. Some of them are toll roads, some of them are
limited access. A lot of them went over whatever route was most convenient to get to town. This was
the 1860’s, 70’s, all the way up to the 1930’s and 40’s. Gradually over that period of time, the road gets
widened and it gets improved and then it gets gravel and people continue to use it and ultimately, it
gets paved and then it gets striped and then it ends up where it is today. It is a permanent necessity of
Virginia City. Mr. Osborne then said to answer the Commission’s question, what they are doing to
resolve it is piece by piece by piece. He said this is really an opportunity to address Comstock Mining
through this process and what they are going through is the first time this piece of road is going to
dedicate to NDOT an actual legal right-of-way that this portion of the road will sit on. That road and the
land beneath it for the first time on this stretch of road will become NDOT'’s so it will be owned by the
State of Nevada and properly and administratively correctly maintained by NDOT. He said this is
setting a precedent for the next quarter mile and the next hundred feet and eventually they will get all
the way to the end of Virginia City where the entire road is not on a prescriptive right-of-way but is on
an actual legal piece of land, a parcel owned by NDOT.

Continuing his presentation, Mr. Hoffman said the big issue is the Silver Hills Mine Shaft. They
have had similar past issues, that shaft under the roadway did have an impact on the roadway. The
area received heavy rains in January and February of 2015 so much so the ground was so saturated
that this shaft (built over old mine tailings etc.) — all of this rain let to the roadway settling above this
mine shaft that was under the roadway. Settling issues were observed which were severe enough to
close SR 342 and on February 8" the road was closed.

Showing another photo slide of the area, Mr. Hoffman said that was the area they are talking
about settling going on, right on top of the mine shaft. They needed to address Silver Hills Mine Shaft.
They needed to build a short detour around the shaft work, move permanent alignment to the east and
build a new roadway on the new alignment. Mr. Hoffman said that Comstock Mining’s plan is to build a
shoo fly around the shaft so that they can continue to do work in this area. This is a permanent
alignment. He said the two phases are to fix the shaft, finish the detour and then build the alignment to
the east — the bottom of the eastern hill where the geotechnical concerns are much less up against the
hill. He continued by saying it took tremendous commitment on Storey County’s part, and on Comstock
Mining. When he spoke about bringing these three groups together he wouldn't have expected
consensus for years and a consensus was reached within days; NDOT, Comstock Mining and Storey
County made tremendous commitment. Mr. Hoffman said they knew they needed to get it done. There
are safety issues, tourists, business development and all of those things played very heavily into their
commitment to this project. He said it was a great collaboration. They quickly came upon the solution
in total for this project — fixed the Silver Hills Shaft - this is something that Comstock Mining did on their
own. Work continues on the realignment work, and is ahead of schedule — to meet the December
deadline of having that permanent alignment roadway built and usable.
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Mr. Hoffman then showed some pictures of the work that has been done — excavating down to
the mine shaft — excavating around the shaft — all of the different types of materials that were dumped
down the hole to try to plug it. He said Comstock has come in and developed an engineering solution
for this which is capping it with heavily reinforced concrete.

Mr. Osborne (Storey County) asked to make the point that what they believe has occurred over
the years since the 1940s when originally that cap was put on top of the Silver Hills Shaft is base
bedrock. The photograph showed the solid rock on which that plug is being installed. Mr. Osborne
said that before this, what happened would be nothing but unconsolidated fill on top of this up to the top
of the ridge about 40 feet. He said Comstock has attempted to dig down to that bedrock, put the cap in
the bedrock and then engineer backfill all of the ground above it. They believe this cap will be a
permanent fix to the road as opposed to all of the fixes that occurred every decade since the 1940s.

Mr. Hoffman then showed photographs of pouring concrete to cap the shaft, the excavation
down the roadway, the edge of the roadway, and the shoo fly that was constructed just after the mine
shaft. He then introduced Corrado DeGasperis, President of Comstock Mining, resident of Gold Hill.

Mr. DeGasperis said the circumstances leading up to the instability of the road were well-
communicated. Early in the year the cracks in the road were identified. There was concern because it
was on or near Comstock Mining's operation and they reached out to the State Department of
Transportation and immediately got geotechnical people involved. He said the most important thing
was to understand the cause so that it could be fixed properly. He said that none of the former repairs
of the failures that occurred on that road were sufficient. The last failure, the sinkhole could have been
fatal because it happened at night and a car could have gone in. He continued that there was no
question that they were concerned because of the proximity of their operation but asked that not to be
confused with the allegation that the operation caused the sinkhole. There were eight regulatory visits
in a ten day period — three from MSHA on the same complaint but escalating in terms of the level of
authority that came out; two from NDEP. NDOT was participating from day one pervasively throughout;
one or two from the state mine inspector and there was consensus of the cause, that this loose fill was
not stable and the erosion was ultimately going to make it a problem. He said safety was the absolute
first and paramount issue and he thinks every action by every agency prioritized safety. He said when
they first started discussing with NDOT the potential of shutting down the road, Storey County was not
present.

Mr. DeGasperis continued to say that they put an immediate emergency bypass in place so that
when the road was closed there was an ability for emergency transport. The alternative route during
the closure was a more scenic route around Silver City and up into Virginia City. Another issue beyond
safety was the implication to Virginia City commerce. Mr. DeGasparis said they got the best permanent
solution for the road and Comstock Mining funded the whole operation. He added one last point — the
road parallels the waterway and the waterway happens to be the receptacle or the recipient of any of
the remaining mercury from the old-timers’ use of mercury in mining. This hasn’t been spoken about
much, but this actually ends up to be one of the largest environmental cleanups. He said there was
also residual gold and silver in those old dumps also and the only efficient way to capture and
completely take that mercury out was to put it on their leach pad and capture the mercury and dispose
of it safely. He stated their motive was safety first and sustainability second.

Mr. DeGasperis added there were huge obstacles in terms of permits with the Army Corp of
Engineers, with NDEP and the Super Fund, with the County, with the State, and that Comstock Mining
did not go outside the regulatory scheme to take a shortcut. He said it took everybody caring urgently
to make it work the right way.

Mr. Osborne (Storey County) said there is engineering evidence to suggest that the road
collapse wasn’t caused by a mine or the highwalls or other engineering aspects of the mine.

Member Neilander asked the question if the shoo fly would then be closed and the realignment
will go over the capped shaft eventually, or will the shoo fly become the permanent. Mr. DeGasperis
said yes, there are three phases: the first being February closure, June 6 reopening; the second phase,
while traffic was reopened and has been reopened since then, was fully aligning to the east — removing
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almost half a million tons of loose dump material which is a months and months endeavor. This was
just completed and the final realignment will incorporate the initial bypass. Initial bypass, permanent,
final realignment, permanent, and they were scheduled to be done by the end of the year. The current
schedule is about six weeks ahead of schedule to finish before Thanksgiving and they have
coordinated with the County between maijor Virginia City events when they do the final closure.

Member Neilander said he was familiar with these kind of checkerboard ownership scenarios
and more so in Southern Nevada, not because of mining but because of the railroads. The way the
railroads came in and the way certain towns in Southern Nevada were formed, sort of out of a necessity
before there was actually anyone who owned the land. He said he was curious on this particular SR
342 — are there other sections of this road that have collapsed or become unstable? Is this something
we can use as a model to address those other sections in the future? Member Neilander continued to
say he was certain there are other places where that road has been built on top of mine tailings and
other unstable products so it may be a question for Storey County; maybe for NDOT. Mr. Osborne
offered to answer his question for Storey County and for Mr. Hoffman as well. He said there are not, to
his knowledge any of these other situations that we have here. The Silver Hills Shaft goes straight
down in the ground and the road, in 1942 was paved right over the top of the shaft. To his knowledge
there are no more of these situations. He said there are other portions of road that are on some kind of
unconsolidated fill or other type of material, but non-engineering wise speaking, the road may shift and
move and crack but there would never be such a catastrophic failure like there had been over the Silver
Hill Shaft.

Member Bremner asked if there is still mining excavation being done on the east side of that pit
or is it no longer being done there near the road. Mr. DeGasperis answered by saying if you were
looking north the mining activity that was occurring was on the west side of the road and they are no
longer mining there and they are in a reclamation mode on the west side for the open pit surface
mining. He said the mining activities that are going on now are really not mining activities. They are
the final excavation. There are about a hundred thousand tons of loose-fill material that couldn’t be
removed until the old road was shut down. He said phase three — not too many people think about the
third phase because phase two gets the full road up and realigned — is removing the old asphalt and
taking that remaining contaminated material out and reclaiming along that. The final realignment will
not go back over the permanently sealed shaft so it will be reclaimed over and that will be safe. The
next phase of mining is underground, from the northern extension of the pit they are 200 feet into an
800 foot shaft into what looks more like some of the historical Comstock underground mining. Because
there are almost 700 miles of underground tunnels beneath Virginia City, there is on occasion
sinkholes, even one a few years ago by the school; it is a constant thing the county has to tend to.

Vice Chairman Davis said that a recent time before this that the shaft had failed in 2006 was
mentioned. He asked who capped it then and who owned the land. Mr. Hoffman said he did not know.
Vice Chairman Davis said he presumed NDOT was involved? Mr. Hoffman replied that he could get
that information easily. Vice Chairman Davis said that would be great. He then asked about the
number of agencies that had come out in the immediate aftermath of the road. He asked if each of
these agencies had made the determination as to what the cause was. Mr. DeGasperis said it was
mainly a geotechnical firm; NDOT’s geotechnical resources also came out. Most of the assessment
was in the context of that loose dump under the road and its insufficiency to support the road.
Comstock Mining had a geotech report and NDOT had geotech corroboration. He said they were very
focused on how to fix it safely.

Vice Chairman Davis stated he thought there is a difference between whether the highwall is
stable, whether it is going to fall into the pit, and whether mining activity actually had some cause in
terms of the road failure and that is what he is trying to figure out. He asked Mr. Hoffman, NDOT, if his
department actually went in and their geotechnical expertise made the determination that there was no
responsibility or if none of the cause of this problem was because of the mining activity occurring right
next to the road. Mr. Hoffman answered — no — their geotechnical engineers along with Comstock
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Mining both agreed that the shaft was the cause for the failure in the roadway and they needed to focus
on that first and foremost for safety, both worker safety, and traveling public safety, local residents.

Vice Chairman Davis said it is a little concerning to him that as far as they could tell, in 2006,
they had the same problem. The solution as they now know, was substandard, they did not clear up
the title to the road and then continued to let mining happen right next to the road. He said that is really
concerning to him that that is the process of events that happened, especially when he sits now and
looks at it. Vice Chairman Davis said it always makes him a little bit suspicious when they have
government agencies and companies talking about how great they worked together and how there are
absolutely no problems. He continued to say it tells him they are not looking hard enough, possibly.
He said he was not saying that it is not possible this has been a great exercise in collaboration, but it
seems like he hears that a lot from a lot of Nevada agencies. Mr. DeGasparis said he did not blame
the Commission for being skeptical, but they want Nevada to be safe and also want it to prosper.

Vice Chairman Davis said he appreciated the response and asked one other question. He
asked when did Comstock own the land in question. Mr. DeGasparis said that Comstock Mining owned
it in 2006 and it was his understanding NDOT did repair the shaft last time - and they are publicly bid,
three or four options, repair the shaft. He said he was not suggesting that it was not sufficient at the
time, but with hindsight, none of the previous solutions even before NDOT’s, were sustainable. He said
they could probably have spent a few years assessing how to stabilize that dump fill, and spent a few
years debating on who was going to pay for it. They just said let’s clear it to solid bedrock and get
geotech to assure that is solid bedrock and put a safe, compacted standard fill over it.

Member Bremner asked if there were other situations, shafts and drifts in Storey County and
Virginia City that they have any other problems or potential problems that might be similar to this. Mr.
Osborne (Storey County) said it was not his understanding that there are any shafts or anything
beneath this road. There probably are adits and other mines and things in the area. There are all sorts
of these things that exist in Virginia City and great Virginia City area. They have had sinkholes open up
fairly frequently in town, but not necessarily in his understanding beneath as well.

There were no other questions from the Commission, Vice Chairman Davis thanked them and
called the next agenda item.

4. AGENCY REPORTS: CONSIDERATION AND POSSIBLE ADOPTION OF
RECOMMENDATIONS AND ORDERS

For Possible Action: Department of Conservation and Natural Resources-Division of
Environmental Protection Overview - informational presentation pursuant to NRS
514A.070(2):

(a) Overview of Division activities concerning reclamation of mined lands, areas of
exploration and former areas of mining or exploration during the immediately
preceding calendar year

(b) Report on Enforcement Actions, fees and fines

Greg Lovato, Deputy Administrator for the Nevada Division of Environmental Protection,
introduced himself. He provided a Power Point presentation. Mr. Lovato said he oversees the Bureau
of Mining regulation, reclamation, as well as corrective actions, which is their cleanup bureau and
cleanup facilities. He was at this meeting to give the annual update on the status of reclamation
activities at mines, impacted mines in Nevada in 2014. He said this program has been in place and
applies to all mining activity since 1989.

Mr. Lovato said their program is in statute and in regulation. It consists of a permitting program
prior to land disturbance happening from mining activities, ongoing inspections, a compliance and
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enforcement component as well as financial assurance upfront to make sure that there is enough
money to complete reclamation activities once a mine closure has been entered. He said their program
applies on both public and private lands in Nevada and they have a memorandum of understanding
with the federal agencies who also permit mining activities on federal lands to ensure that they are
consistent in terms of their requirements bonding and bond release. They have an updated
memorandum of understanding as of 2013. It is updated every five years to make sure they are
consistent across the state. They have a supervisor, four scientists and engineers. It applies to all
mining activities over five acres or removal of a certain amount of tonnage and also to exploration
projects above a certain amount.

Mr. Lovato showed photographs of a slope that is stable and reclaimed southeast of Hawthorne
near Mina. This is an example of a successful reclamation on a heap leach. Mr. Lovato said the
purpose of the presentation is to give an update on their activities on reclamation and also give an
update on the fees they collected and any fines they imposed over 2014. They went through 268 total
permits, had 3 permits terminated and had 118 projects inspected. They inspect projects at least once
every three years on the reclamation side to make sure they understand that the bonding amount they
have for final reclamation is consistent with the amount of land they have disturbed and the final
configuration.

Mr. Lovato displayed another photograph, this one was an example of a gold and silver mine in
Pershing County - Florida Canyon, a partially-reclaimed surface. There is partially re-vegetated slope
almost at the angle of repose. It is more stable than anything discussed so far. There are 10,500 acres
across the state permitted. This is about five percent increase from last year. Actual reported
disturbance during the calendar year was 3,800 acres. There was just a little less exploration activity
occurring on an acreage basis across the state in 2014.

Mr. Lovato then showed a photograph which was an example of an exploration, showing the
haul roads. This photo was Northern Elko County gold exploration project. The photo shows the haul
roads being reclaimed and it takes a few years for things to come back but this shows a successful re-
vegetation on an exploration project and the bond has been released.

Next Mr. Lovato showed an update on total permitted disturbance for mining operations in the
state. About 190,000 acres, mostly public, but a substantial amount private. This is a 4 percent
increase from last year. About 70 percent of the permitted acreage has actually been disturbed and he
showed a slide demonstrating this is about 50/50, public and private land.

Next was a photograph of the Pinson Mine in Eastern Humboldt County, Preble Mine leach pad,
this is the Newmont facility in Eastern Humboldt County and they got the award for the non-coal
category this year. This is the first facility in Nevada to meet all closure and reclamation requirements.
This is an example of a successful project from a reclamation standpoint. The next photo showed an
example of a mine in Pershing County — Florida Canyon Mine — where they backfilled an excavation
with waste rock from another excavation. Ordinarily when you are developing a mine a lot of the waste
rock ends up in its own pile, in this area, they ended up directly using excavation from another pit to
reclaim this excavation. This received an award, this is an example of a concurrent reclamation with
mining.

Regarding fees, Mr. Lovato said his agency is 100% fee-funded and they basically cover all of
their activities in the branch, the inspection, the bonding review, and permitting and enforcement. They
do not receive any General Fund or grant money. Their fees consist of current fees and modification as
well as annual fees. The program provides approximately $100,000 per year to the Bureau of Mines
and Geology and also just to fund their ongoing program. Most of their fees are actually not permit
fees, they are annual fees. This amount continues to grow with the number of active mines that have
not been permanently closed. They are up to $1.1 million this year on annual reclamation fees.

About inspections and fines and enforcement, Mr. Lovato said they visit the sites that have a
reclamation permit at least once every three years, and there is some big land areas being moved out
there. It is important for their inspectors to stay on top of what the topography looks like and it can get
confusing out there because there are some large areas being disturbed. What they found is if
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someone is outside the bounds of their permitted bond, it is mostly smaller operators and they are not
seeing that type of thing happening at the larger mines. All Notices of Noncompliance that they have
issued in 2014 are related to those who forgot to file their report as to what they disturbed and what is
coming up, so they resolved those really quickly with everyone. There were no fines imposed in 2014.

Mr. Lovato said that in some cases when mines want to move fast, they try to bond with a cash
bond quickly because they want to get permitted immediately and they don’t want to pay the bonding
company, converting to a bond later on.

Member Bremner asked if the reclamation bond requirement is the same for private land as it is
for public land. Mr. Lovato replied yes, with one slight difference that they are trying to rectify this year
in bonding what they call mine-impacted waters. At a few mines around the state where mining
operations may have happened historically and they are still mining, there may be discharges of mine-
impacted water occurring and they need to be treated in order to prevent degradation of waters of the
state or nearby streams and groundwater; Mr. Lovato said that at the October 14™ State Environmental
Commission meeting, they plan to propose requiring bonding for that. It will then be presented to this
Commission for review, perhaps the next scheduled meeting.

Member Bremner asked, if in Mr. Lovato’s opinion, if this requirement was adequate to provide
for reclamation of the exposures in the State of Nevada that we have today. Mr. Lovato replied yes.
Everything is updated and he was confident that is an adequate amount. Member Bremner
commented that the State couldn’t do it and wouldn’t want to do it if they had to. He said it would be a
nightmare if those funds weren’t adequate. Mr. Lovato commented, yes, typically, if they do get into a
situation where either a company may be getting into financial trouble and isn’t able to perform, the
bonding company would have the ability to do it themselves, or the State could require the bond to be
forfeited and could then perform the work. That is the purpose of these financial assurance
mechanisms so that they have the resources available in that circumstance. Member Bremner
commented that he has always had a fear that he didn’t want some mining activity creating a Super
Fund site in the State of Nevada. Mr. Lovato agreed and said there is no denying that there is a
significant amount of material being moved around and it is very important that when regulating the
construction of these leach pads, these tailings impoundment, these waste rock piles, that we have a
good handle on their potential to generate pollutants, acid-generating material, metals that were
involved clearly in the Gold King Mine incident in Colorado and Leviathan. He said right now before
they pile it up in a waste rock pile, they are running tests to see if it will generate acid. They did not do
that before. Mr. Lovato thinks they have learned from that but they need to stay on top of it and keep
this program effective and running.

Vice Chairman Davis asked if in these ongoing reclamations, especially in the last couple of
years as we have continued to see this drought — is that impacting reclamation activity or success of re-
vegetation due to the lack of water? Mr. Lovato said he did not know. He said he would figure that out
and let the Commission know how it is impacting. He could not see how it couldn’t, but whether it is
actually affected any specific projects they are involved with, he did not know.

There were no other questions from the Commission, Vice Chairman Davis thanked them and
called the next agenda item.

5. For Possible Action: Review and Approval of Minutes:
+ March 13, 2015

Member Neilander moved for approval of the minutes dated March 13", 2015. Member
Bremner seconded the motion. The motion passed.

Vice Chairman Davis called the next agenda item.
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6. For Possible Action: Meeting Schedule

Ms. Rubald said that NDEP and the Division of Minerals have indicated to her that they will be
having the regulations adopted by their respective agencies and will need to have approval of those so
they can continue on to the Legislative Commission. She said it is her understanding that NDEP will
probably have theirs in the middle of October but the Division of Minerals will have theirs ready to go
after November 6" so she asked if they could schedule the next meeting for the fourth quarter to be
sometime the week of November 9" so they can expedite that and allow the process to go forward to
the Legislative Commission.

Ms. Rubald said, regarding the statutory requirement — it is the only open meeting where they
don’t have an agency that is required to make a presentation.

Member Neilander said it is the open of their four required meetings and it is the open one. Ms.
Rubald agreed.

Vice Chairman Davis suggested the 17" of November at 1:30 pm. All parties agreed.

7. Briefing to and from Staff; Information received for requests from prior meetings;
Suggestions for Future Agenda Topics

Ms. Rubald brought to the Commission’s attention that they had requested a report from the
Wildlife Department with regard to the Bald Mountain Mine and the Mule Deer migration, and the
Department of Wildlife regretted they could not be at this meeting, but she would ask them again to see
if they can make an appearance on the next date. Vice Chairman Davis said he would definitely be
interested in that. Ms. Rubald said there would probably be a presentation from the State Geologist as
well. Vice Chairman Davis asked if there were any other agencies that are due to give them a report;
Ms. Rubald replied no.

8. Commission Comments
The Commission had no comments.
There was no Agenda ltem 9.
10. Public Comment
Vice Chairman Davis asked if there was any public comment. There was none.

11. For Possible Action: Adjournment

The meeting was adjourned at 2:52 p.m.
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