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Adam G. Rankin
Phone 505-988-4421
Fax 505-983-6043
agrankin@hollandhart.com

HOLLAND & HART. PN

July 19, 2012

VIA HAND DELIVERY

Jami Bailey, Director

Oil Conservation Division

New Mexico Department of Energy

Minerals and Natural Resources

1220 South St. Francis Drive

Santa Fe, New Mexico 87505

Lot
Re:  Black Hills Gas Resources Request for Hearing on its Form C-13’;:Permit

Application for its Proposed East Blanco Produced Water Reuse Facility, Rio
Arriba County, New Mexico.

Dear Ms. Bailey:

Pursuant to 19.15.36.10.A NMAC, Black Hills Gas Resources, Inc. (“Black Hills”},
through its attorneys Holland and Hart LLP, hereby requests that a hearing be set before a
Division hearing examiner on the above-referenced permit application filed with the Oil
Conservation Division on December 26, 2012.

The Division issued a Tentative Decision letter on May 22, 2013, proposing to deny the
permit application. Black Hills has provided timely notice of the Tentative Decision and has
otherwise complied with the provisions of 19.15.36.9 NMAC. Accordingly, Black Hills requests
that this matter be set for hearing before an Examiner of the Division on October 3, 2013, and
that, after notice and hearing as required by law, the Division enter its order approving Black
Hills’ permit application.

Please contact me should you have any questions or concerns.

incerely,

Adam G. Rankin
ATTORNEY FOR BLACK HILLS
GAS RESOURCES, INC.

cC: Scott Dawson, OCD
Brad Jones, OCD
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Black Hills Gas Resources, Inc.
A Black Hills Corporation Enterprise

1515 Wynkoop Street, Suite 500 Denver, CO 80202
John H. Benton Bus: (303) 566-3391

Vice President and General Manager Fax: (303) 566-3345
E-mail: john.benton@blackhillscorp.com
June 20, 2013

VIA CERTIFIED MAIL
RETURN RECEIPT REQUESTED

TO INTERESTED PARTIES

Re: Permit application of Black Hills Gas Resources, Inc. to construct and operate a
centralized Surface Waste Management Facility in Section 13, Township 30 North, Range 4
West, approximately 11.6 miles southwest of the town of Dulce, Rio Arriba County, New
Mexico.

Ladies and Gentlemen:

This letter is to advise you that the New Mexico Oil Conservation Division (“Division™) has
issued a tentative decision in the above-referenced application on May 22, 2013, Pursuant to
Rule19.15.36.9.F(5) NMAC, the Division’s tentative decision is available for public review on its Web
sitc at http://www.emnrd.state.nm.us/OCD/env-drafipublicetc.html, or upon request from the Division
clerk, Florene Davidson, at 1220 S. Saint Francis Drive, Santa Fe, New Mexico, 87505, or by calling
(505) 476-3458. FEnclosed with this letter is a copy of the Division-approved lcgal advertisement giving
nolice of the Division’s tentative decision.

Black Hills Gas Resourccs, Inc. (3200 N. 1™ Street, Bloomfield, New Mexico 87413) filed an
application with the Division sceking approval to construct and operate a centralized Surface Waste
Management [Facility (“Facility”) in Section 13, Township 30 North, Range 4 Wcst, approximately 11.6
miles southwest of the town of Dulce, Rio Arriba County, New Mexico. The property is located in
Espinosa Canyon, which is accessed by travcling west on US Highway 64 to mile marker 115 % and
turning north onto J10 road approximately 4 miles north.

The proposed Facility will consist of approximately 12 permitted acres and will accept and
remediate non-hazardous, produced water that is exempt from thc federal Resource Conservation and
Rcceovery Act and derived from oil and gas exploration and production activities. The produced water is
to be stored in three ponds for reuse in drilling and completion operations. The depth to the shallowest
aquifer beneath the arca to be permitted is approximately 77.7 feet. The groundwatcer in the aquifer has a
concentration of total dissolved solids ranging from 290 to 760 parts per million.
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Pursuant to Division Rules, the Division Director shall allow a period of at least thirty days after
the date of publication of this notice, during which time interested persons may submit comments or
request that the Division hold a public hearing. Any interested person may file comments or request a
hearing on the application with the Division clerk within 30 days after the date of this notice. Rcquests
for a public hearing shall be in writing and set forth the reasons why a hearing should be held. A hearing
will be held if (1) the Division has proposed to deny the application or grant it subject to conditions not
expressly required by rule, and Black Hills Gas Resources, Inc. requests a hearing; (2) the Director
determines that there is significant public interest; (3) the Director determines that comments have raised
objections that have probable technical merit; or, (4) determination of the application requires the
Division, pursuant to Paragraph (3) of Subsection F of 19.15.2.7 NMAC, to determinc whether a water
source has a present or reasonably foreseeable beneficial use that contamination would impair.

The Division may issue a permit for the proposed Facility upon [inding that the conditions of
19.15.36.9 and 11 NMAC have been met and that the I'acility can be constructed and operated in
compliance with applicable statutes and rules, and without endangering fresh water, public health, safety
or the environment. Should the application proceed to hearing, parties wishing to present testimony or
evidence are required by Division Rule 19.15.4.13.B NMAC to file a pre-hearing statement and serve
copies on other parties or, for parties that are represented, their attorneys no later than 5 p.m. on the
Thursday preceding the scheduled hearing date at the Division’s Santa Fe office at the above-specified
address. Pre-hearing statements should include the following information: (1) the names of the partics
and their attorneys; (2) a concise stalement of the case; (3) the names of all witnesses the party will call
to testify at the hearing; (4) the approximate time the party will need to present its case; and (5)
identification of any procedural matters that are to be resolved prior to the hearing. Hearings are
conducted before Division Hearing Examiners, and persons testifying are required to do so under oath
and on the record.

Sincerely,

5D bk

in H. Benton,
Vice President and General Manager

JHB/ejb

Enclosure



NOTICE OF PUBLICATION

STATE OF NEW MEXICO
ENERGY, MINERALS AND NATURAL RESOURCE
DEPARTMENT
OIL CONSERVATION DIVISION

Natice is hereby given that the Oil Conservation Division (“Division™)
has issued its tentative decision pursuant to Surface Waste Management
Facilities Regulations (Subsection 1) of 19.15.36.9 NMAC). regarding
the following Surtace Waste Management TFacitity permit applicatton,
which was submitied to the Division at 1220 South Saint Francis Drive,
Santa Fe, New Mcxico, 87505, (505) 476-3440;

Black 1ills Gas Resources, Inc.. 3200 N. 1# Street, Bloomfield, New
Mexico. 87413, has submitlcd an application to the Division to construct
and operat Surface Waste N Facility (“Facility ™)

The proposed Facility is tocated in Section 13, Township 30 North,
Range 4 West, approximately 1].6 miles southwest of the town of Dulce.
Rio Arfiba County, New Mexico. The property is located in Espinosa
Canyon, which is accessed by traveling west on US Highway 64 to mile
marker 115 % and tuming north onto J-10 Road epproximately 4 miles
north, The proposed Facility will consist of approximately 12 permiticd
acres and will accept and remnediate non-hazardous, produced water that
is exempt fiom the federal Resource Conservation and Recovery Act
and derived from ol and gas exploration and production activities The
produced water is to be stored in three ponds for re-use in drilling and
completion operations. the depth to the shallowest aquifer beneath the
arca to be permitted is 77.7 feet. ‘The in the
aquifer has a coneentration of total dissolved solids ranging from 290
to 760 parts per million. Pursuant to Rulel19.15.36.9.1(5) NMAC, the
Division’s fentative decision is available on its Web site at hitp:/Amww.
emnrd state. nm.us/OCTYenv-draftpublicete. html, or upon request from
the Division clerk, Florene Davidson, at 1220 §. Seint Francis Drive,
Santa Fe. New Mexico, 87505, or by ecalling (503) 476-3458. Pursuant
to Division Rules, the Director shall allow a period of at least thirly days
after (he date of publication of this notice, during which time interested
persons may submit comments or request that the Division hold a public
hearing. Any interested person may file comments or request a hearing
on the application with the Division clerk within 30 days afier the date
of this notice. Requests for a public hearing shall set forth the reasons
why a hearing should be hetd. A hearing will be held if (1) the Division
has proposed to deny the application or grant it subject to conditions
not expressty required by rule, and Black [lills Gas Resources. Inc

requests & hearing; (2) the Director delermines that there is significant
public interest, (3) the Director determines that comments have mised
objections that have probable technical merit. or, (4) determination
of the application requires the Division, pursuant to Paragraph (3) of
Subsection F of 19.152 7 NMAC. to determine whether a water satree
has & present or beneficial use that

would impait. The Division may issue a permit for a proposed facility
upon finding that the conditions of 19.15.36.9 and 11 NMAC have been
met and that the surface waste management facility can be constructed
and operated in compliance with applicablc statutes and rules and without
endangering fresh water, public health, safety or the environment. Should
the application proceed to hearing, parties wishing to present testimony
or evidence are required by Division Rule 19.15.4.13.B NMAC (o file
a pre-heaning statement and serve copics on olher partics or. [or parties
that arc represented, their attorneys no Jater than § pan. on the Thursday
preceding the scheduled hearing date at the Division’s Santa Fe office at
Lhe above-specified address  Pre-hearing statements should include the
following information: (1} the names of the partics and their attomeys: (2)
a concise slatement of the case: {3} the names of a1l wilnesses the parly
will call to testify at the hearing: (4) the approximate time the party will
need (o present its case, and (5) identification of any procedural matters
that arc to be resolved prior to the hearing. Hearings are conducted
before Division THearing Examiners, and persons testifying are required
to do so under oath and on the record.

AVISO DE PUBLICACION

ESTADO DE NUEVO MEXICO
ENERGIA, DEPARTAMENTO DE RECURSOS
NATURALES Y MINERALES
DIVISION DE CONSERVACION DEL ACEITE

Aviso s por este medio va que la division de conservacion del aceite
(“division”) ha emitido su decision provisional en virtud de los
reglamentos de instalaciones de gestién de residuos de superficie (inciso
1D de 19.15.36.9 NMAC). en relacion con el centro de gestion de residuos
de superficie siguiente solicitud de permiso, que fue presentado a la
division en 1220 Sowth San Francisco en coche, Santa Fe, nuevo México,
87505, (505) 476-3440:

Biack Hills Gas Resources, Inc., 3200 N. 1st Street, Bloomfield, New
México, 87413, ha presenlado una solicitud a la Division para construir
y operar un centro de gestion de residuos superficie centralizado
(“inslalacion™. La instalacion propuesta sc encuentra cn la seccion
I3, nunicipio d¢ 30 norte. gama 4 West, aproximadamente 11.6
kilometros al suroeste de la ciudad de Dulce. Condado de Rio Arriba.
¥ establecimicato csta sitado en el cafion de 1spinosa. que se accede
por visiande aeste en nosatras | fighway 64 a marcador de millas 115 %
¥ convirtiendo el norte en la carretera J-10 aproximadamente 4 km norte
La instalacién propucsta consiste de aproximadamente 12 permitido
acres y acepte v remediar agua non-hazardons, producido exentos de la
ley de n.t.\lpu'lunn ¥ conservacion de IM recursos federales v derivado
s de

de on y prod

de perforacion y lerminacion. La profindidad del acuifero
superficial debajo de la zona deben ser permitidos es aproximadamente de
77.7 pies. 1.as aguas sublerrineas cn cl acuifero tiene nna concentracion
de solidos totates disuclos. que van desde 290 hasta 760 partes por
millén. Iin virtud de Rule19.15.36.9.1(5) NMAC, decision provisional
de la division csta disponible en sn sitio Web en hup:#/www.cmnrd.statc.
nm.us/OCTVenv-drafipublicete html. o a peticion de fa Secrelaria de ja
division, Florene Davidson, en 1220 §. San Francisco en coche, Santa
Fe, nuevo México. 87505, o llamando al (505} 476-3458. Contormidad
con las reglas de la division, e Dircctor deberd permitir un periodo de
al menos Ureinla dias despuds de Ta fecha de publicacion det presente
anuncio. ttempo durante el cual las personas intercsadas pueden enviar
comentarios 0 saficitar que la division de realizar una audiencia publica
Cualquier personn interesada puede presentar comentarios o solicitar
una audiencia en la aplicacion con el Secretario de la division dentro
de 30 dies después de la fecha de este aviso. Las solicitudes para una
audicncia publica haran constar las razones de por qué s debe celebrar
una audiencia. Sc celebrara una mldlcmm si (1) la division ha propuesta
a denegar Ta solicitad o no exigida
por la regla. ¥ Black Hills Gas Resources, Inc snImLa una audiencia (2)
el Director determina que existe gran interés del publico: (3) el Director
determina que los comentarios han planteado objeciones que lienen
wérito téenico probable; o (4) determinacion de la aplicacion requiere
Ia division. de conformidad con cl parrafo (3) del inciso I del 19.15.2.7
NMAC, para determinar si una fuente de agua tiene un uso beneficioso
presente o razonablemente previsible que deterioraria la contaminacion.
La divisién pucde emitir un pertniso para una instalacion propuesta
al encontrar que sc hayan cumplido las condiciones de 19.15.36.9 v
11 NMAC y que la superficie residuos utilidad de gestién pueden ser
construido v operado conforme a las reglas v estatutos aplicables v sin
poner en peligro ¢l agua potable, salud publica, seguridad o ¢l medio
ambiente [ aplicacion procederd a ln audiencia, Jns partes que deseen
presentar testimouio o evidencia esti obligado por Ia regla de la division
19.15.4.13B NMAC para presentar una declimcion previa v servir
copias en olras partes o, para los partidos que cstin representados, o
maés tardar el 17 el jueves anterior a la fecha de ln sudiencia fijada en la
oficina de Santa Fe de la divisién en la direccién especificada por encima
de sus abogados. Pre-Fearing declamciones debe incluir la siguicnte
informacion: (1) los nombres de las partcs v sus abopados, (2) tn resumen
sucinto de la caja: (3) los nombres de todos los testigos el partido llamara
atestificar en la audiencia; (4) el uempo aproximado que ¢l partido imdnt
que presenler su caso; y (5) i de los Asunlos
deben resobverse anles de la audiencia. |.as awdicncias sc Tlevan a cah(»
antes de la division de examinadores de audiencia. ¥ las personas que
deben hacerlo bajo juramento v en el egistro
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State of New Mexico
Energy, Minerals and Natural Resources Department

Susana Martinez

Governor
David Martin Jami Bailey
Cabinet Secretary-Designate Division Director

Qil Conservation Division
Brett F. Woods, Ph.D.
Deputy Cabinet Secretary

CERTIFIED MAIL RECEIPT # 7009 1680 0002 3341 9010
May 22, 2013

Daniel Manus

Black Hills Gas Resources

3200 N. 1* Street

Bloomfield, New Mexico 87413

RE: Tentative Decision
Black Hills Gas Resources - East Blanco Produced Water Reuse Facility
Location: SE/4 NW/4 of Section 13, Township 30 North, Range 4 West, NMPM
Rio Arriba County, New Mexico

Dear Mr. Manus:

Pursuant to 19.15.36.9(D) NMAC, the Oil Conservation Division (OCD) has completed the
technical review of Black Hills Gas Resources’ (Black Hills) revised application, dated
December 21, 2012 and received by OCD on December 26, 2012, for a centralized surface waste
facility permit for the East Blanco Produced Water Reuse Facility. On January 24, 2013, OCD
deemed Black Hill’s revised application to be administratively complete.

OCD has determined that Black Hills’ revised permit application is deficient and hereby
recommends disapproval. OCD’s reasons for disapproval are enclosed. OCD’s tentative
decision has also been posted on the OCD’s webpage at
http://www.emnrd.state.nm.us/OCD/env-draftpublicetc.html.

Given OCD’s tentative decision, Black Hills is now required to issue notice of the tentative
decision in accordance with 19.15.36.9(E) NMAC. This must include, but not limited to, notice
by first class mail or email to the OCD’s list of interested parties (found at
http://www.emnrd.state.nm.us/OCD/env-draftpublicetc.html) and by first class mail to the
following person(s) that contacted the OCD regarding the application:

*No person(s) contacted OCD.

In addition, Black Hills must notice by first class mail or email the governmental agencies listed
in the application as noticed for the application. Black Hills may also pursue the additional
option of requesting a hearing in accordance with 19.15.36.10(A) NMAC.

Qil Conservation Division
1220 South St. Francis Drive = Santa Fe, New Mexico 87505
Phone (505) 476-3440 « Fax (505) 476-3462 « www.emnrd.state.nm.us




Black Hill Gas Resources

East Blanco Produced Water Reuse Facility
May 22, 2013

Page 2 of 13

If there are any questions regarding this matter, please do not hesitate to contact Brad Jones at
(505) 476-3487 or brad.a.jones @state.nm.us.

Sincerely,

6(/}—/

Scott Dawson
Deputy Director

SD/baj
Attachments: Review Comments

Cc: OCD District III Office, Aztec w/ attach
WWC Engineering, 1275 Maple Street, Suite F, Helena, MT 59601 w/ attach



Black Hill Gas Resources

East Blanco Produced Water Reuse Facility
May 22, 2013

Page 3 of 13

Review Comments
Black Hills Gas Resources - East Blanco Produced Water Reuse Facility
Centralized Surface Waste Management Facility
May 22,2013

Page 1, Demonstration of Compliance, Item 4:

Please clarify the corporate status (Inc. LLC, Corporation, Partnership, LP, etc...) of
Black Hills Gas Resources and provide the complete name for the operating company. OCD has
determined that there is a Black Hills Gas Resources, Inc. and a Black Hills Exploration and
Production, Inc. registered to operate in New Mexico with the Corporation Division of the New
Mexico Public Regulation Commission. Please clarify if one of these parties is the party seeking
the Part 36 permit.

Page 2, Demonstration of Compliance, Item 7:

Pursuant to Paragraph (1) of 19.15.36.8.C NMAGC, the application shall include “the
names and addresses of the applicant and principal officers and owners of 25 percent or more of
the applicant.” OCD has determined that there is a Black Hills Gas Resources, Inc. and a Black
Hills Exploration and Production, Inc. registered to operate in New Mexico with the Corporation
Division of the New Mexico Public Regulation Commission (PRC). Mr. John Benton is not
identified as an officer or Vice President for Black Hills Exploration and Production, Inc., but is
identified as such for Black Hills Gas Resources, Inc. The PRC also identifies an additional 12
Officers and 3 Directors for Black Hills Gas Resources, Inc. Please provide the required
information.

Page 3, Demonstration of Compliance, Item 9:
Exhibit 6 only identifies the addresses of private surface owners. Please provide the
addresses of all surface owners within one mile of the proposed site’s perimeter.

Page 3, Demonstration of Compliance, Item 10:
In the first paragraph, please provide a statement that identifies the size (acreage) of the
area within the proposed facility boundary in which Black Hills is seeking to permit.

In the third paragraph, please identify and clarify the proposed “use” or “reuse” of the
produced water.

Page 4, Demonstration of Compliance, Item 10:

In the third paragraph. the first sentence states that “the earthwork and grading design of
the facility has been performed...” Perhaps, Black Hills intended to say that the “design of the
facility has been complete. If not, please clarify.”

Page 5, Demonstration of Compliance, Item 10:

In the second complete paragraph, please provide and/or identify the location of the
detailed construction/installation diagrams for the proposed fences (Sheet D-9, Appendix A), and
gates.



Black Hill Gas Resources

East Blanco Produced Water Reuse Facility
May 22, 2013

Page 4 of 13

Page 11, Demonstration of Compliance, Item 12, Section 19.15.36.17.B.6:

Please identify the proposed method of protection for the liner from excessive hydrostatic
forces from discharges onto the top edge of the interior slope of each pond from the 6 inch
HDPE inlet/supply line, as illustrated on Sheet D-1, Sheet D-3, and Sheet D-5 of Appendix A.

Page 14, Demonstration of Compliance, Item 12, Section 19.15.36.17.C.1:

The first sentence at the top of the page states “Oil will be removed from the water
surface via vacuum trucks and disposed of at an approved disposal facility.” OCD recommends
proposing a method that would allow the reintroduction of the removed oil back into the adjacent
tank battery (produced water source) for further processing and separation and/or injection into
the SWD well associated with the tank battery.

Page 14, Demonstration of Compliance, Item 13:

The fourth sentence states “Any fluids present in the leak detection system will be
sampled and sent to OCD.” OCD recommends analyzing the samples and comparing the results
of the fluids in the pond to the results of the fluids discovered in the leak detection system to
determine if the primary liner is leaking or the fluids are condensation or from another source.
Only a summary of the results (including the laboratory analytical) of the comparison should be
provided to OCD, not the samples. Please modify. Also, please link the discussion regarding
ground water quality of samples analyzed for Borehole B-4 to the inspection and monitoring
requirements of Paragraph (2) of 19.15.36.13.L NMAC.

Page 20, Demonstration of Compliance, Item 21, Section 19.15.36.13.B.1:

The first complete sentence at the top of the page identifies the nearest “continuously
flowing watercourse.” A “continuously flowing watercourse” is a siting criteria considered for
permits issued under 19.15.17 NMAC (Part 17). Part 36 considers a watercourse as defined in
Paragraph (4) of 19.15.2.7.W NMAC.

Page 22, Demonstration of Compliance, Item 22:

The last sentence of the second paragraph suggests that the “reason for the drastic change
in ground water elevation between the two boreholes is that the bedrock shelf and corresponding
ground water elevation dive deeply from B-1 to B-4.” This is not supported by the boring logs
and geologic cross-sections provided in Appendix K. Figure 2, Geologic Cross Section 1, of
Appendix K illustrates that top of the shale formation in which ground water was encountered
above in Borehole B-1 has a mean sea level (msl) elevation of approximately 6943.5 feet. The
top of the shale at Borehole B-4 was encountered at approximately 6949 feet and for Borehole
WB4 #2 at approximately 6961 feet, demonstrating that the shale bedrock rises toward the
surface rather than diving deeply as proposed. Please modify the statement to correspond to the
data provided in Hydrogeologic Investigation Report of Appendix K.

Page 22, Demonstration of Compliance, Item 22a:

The response references Exhibit 5 as the demonstration, but does not mention or discuss
the results or an assessment for water wells. Please complete the assessment and/or reference the
location of the demonstration of water wells within one mile of the site.

Page 23, Demonstration of Compliance, Item 22c:
The ground water assessment suggests that “If it is assumed that the groundwater
encountered at Borehole B-1 was a perched aquifer located above the confining shale layer



Black Hill Gas Resources

East Blanco Produced Water Reuse Facility
May 22, 2013

Page 5 of 13

shown on the attached geologic cross sections, it is expected that this perched aquifer would also
be encountered above the shale at Borehole B-4.” This conclusion is not supported by the data
provided in the permit application. Ground water was discovered in Borehole B-1at an elevation
of 6947.3 feet msl. The top of the shale in Borehole B-4 was encountered at approximately 6949
feet msl, approximately 1.7 feet above the ground water discovered in Borehole B-1. Ground
water would be expected to be encountered in Borehole B-4 above the shale, only if it was
encountered in Borehole B-1 above an elevation of 6949 feet msl.

The ground water assessment further suggests that *“The change in groundwater elevation
between both locations occurs because the shale layer is most likely a fractured bedrock layer
and does not act as a continuous confining layer.” This conclusion is not supported by the data
provided in the permit application. The boring logs provided in Attachment I of Appendix K do
not identify that the cores obtained while drilling through the shale were observed as being
fractured.

Please review the comments for Appendix K when revising the discussion regarding the
topic addressed under Item 22.

Page 24, Demonstration of Compliance, Item 22f:
Please review the comments for Appendix K when revising the discussion regarding the
topic addressed under Item 22f.

Exhibit 6, Property Ownership Map:
Exhibit 6 only identifies the addresses of private surface owners. Please provide the
addresses of all surface owners within one mile of the proposed site’s perimeter.

Appendix A, Engineering Drawings:

Sheet XS-2, Drainage Ditch Cross Sections:

Please modify the title of the sheet to correctly represent the information illustrated. The
illustrations provided on the sheet are design drawings and cross-sections of proposed roads.
Each illustration is titled “road section.”

Sheet D-3, Pipe & Riprap Detail:

The Profile View — Manhole Detail 6/D-1 illustrates the 6 inch HDPE inlet/supply line
transition to a 12 inch pipe. This drawing is inconsistent with the Plan View — Pipe Main To
Pumping Station Detail 1/P-2 illustration on Sheet D-1 and the illustrations of the pump house on
Sheet D-5 of Appendix A, which do not illustrate the transition. Please modify to illustrate the
proposed design.

Appendix B, Technical Specifications:

Page 5 of 12, Section 01000, Administrative Instructions, Part 3 Execution, Subpart 3.04
Water:

The response provided for B of Subpart 3.04 states that the engineer should be notified
prior to applying water “to verify the water meets or exceeds the background water quality of the
existing groundwater at the site.” If water proposed for embankment compaction and dust
control exceeds the background water quality of the existing ground water at the site, then a



Black Hill Gas Resources

East Blanco Produced Water Reuse Facility
May 22, 2013

Page 6 of 13

separate permit issued under the Water Quality Control Commission by OCD is required. Please
verify the written response to ensure that it is stating the action or conditions correctly.

Page 9 of 12, Section 01000, Administrative Instructions, Part 3 Execution, Subpart 3.09
Submittals:

The responses provided for C and D of Subpart 3.09 discuss the construction and
materials for a shop. This is the first time a shop has been discussed in the permit application.
Please address all the applicable requirements of Part 36 for the permit application in regards to
the proposed shop or please clarify.

Page 1 of 4, Section 02200, Topsoil Removal and Replacement, Part 1 General, Subpart
1.01 Description:

The response provided for A.1.c of Subpart 1.01 states that topsoil may be removed from
“areas used for field offices.” This is the first time a field office has been discussed in the permit
application. The response provided for B.1.a of Subpart 1.01 also discusses replacing topsoil in
the field office areas. Please address all the applicable requirements of Part 36 for the permit
application in regards to the proposed field office area(s) or please clarify.

Page 2 of 10, Section 02201 Earthwork, Part 2 Products, Subpart 2.02:

The response provided for C of Subpart 2.02 indicates that the “maximum rock size” is
“5 inches in any direction” for suitable cut material that is proposed for “compacted fill” in the
construction of the ponds. This does not satisfy the requirements for subgrade soils as stated in
Paragraph (5) of 19.15.36.17.B NMAC. The subgrade soils should be free of rocks. Please
modify the response.

Page 7 of 17, Section 02206 Geomembranes, Part 2 Products, Subparts 2.01 Geomembrane
Properties:

The response provided for E of Subpart 2.01 indicates that Table 2.01E is information for
a “‘smooth surfaced” geomembrane. Table 2.01E data sheet represents the proposed “textured
surfaced” geomembrane, as indicated in the second column of the “Typical Roll Dimension”
rows. The “smooth surfaced” geomembrane information is provided in Table 2.01D on page 6
of 17. Please modify and properly identify the information.

Page S of 6, Section 02210 Geonets, Part 3 Execution, Subparts 3.02 Material Placement:

The response provided for F of Subpart 3.02 states “The cover soil shall be placed in the
geonet in a manner that prevents damage to the geonet.” Based upon the written response
provided for Section 19.15.36.17.B.9 on page 12 of the permit application, the geonet is proposed
as the replacement equivalent to the specified “two feet of compacted soil with a saturated
hydraulic conductivity of 1 x 10 cm/sec” which will be installed between the primary and
secondary liners. The design proposed on page 12 of the permit application is supported by the
engineering drawings on Sheet D-2 of Appendix A which do not illustrate soil being placed in
the geonet. Please clarify the response and/or modify to accurately reflect the proposed design
and installation.

Appendix F, Operation, Maintenance, and Inspection Plan:

Page 4, Monitoring and Inspection, Leak Detection System:
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If moisture and/or fluids are discovered in the leak detection system, samples should be
obtained from the leak detection system and of the pond contents in order to compare the
analytical results to determine if the leak source is the pond. The written response does not
propose a comparison to the water quality and chemistry to the water in the pond. Please modify
the response to include the comparison and assessment of the two samples.

Page 4, Monitoring and Inspection, Equipment:

The last sentence of the paragraph states “The water surface in each pond will be
inspected weekly for the presence of oil and wildlife fatalities.” On page 5 of this Appendix,
under the heading Pond Surfaces, the proposed frequency of inspection for oil on the ponds
surface is daily. Please omit the last sentence of the paragraph and address the proposed
inspection frequency under the appropriate heading of Pond Surfaces, on page 5 of Appendix F.

Page 5, Monitoring and Inspection, Groundwater Monitoring Wells:

The first sentence states “In the event groundwater is encountered and monitoring wells
are installed, the groundwater shall be sampled to establish the background quality at the
facility’s location.” The issue with this discussion is that ground water was encountered at the
proposed facility and background samples have been obtained and the analytical results are
provided in the permit application. Please modify the response to reflect the work that has been
completed and to reflect the information already provided in the application. This would include
the proposal to install a permanent monitoring well in the location of Borehole B-4 after the
construction of the facility is completed, as discussed throughout the permit application.

Page 5, Monitoring and Inspection, Record Keeping:

The first sentence states “The offices of Black Hills Resources will handle record keeping
for the facility.” The Operation, Maintenance, and Inspection Plan of Appendix F identify two
offices for Black Hills Resources: Denver, Colorado and Bloomfield, New Mexico. Several of
the record keeping provisions of Part 36 require the operator to maintain records in a form
readily accessible for division inspection. Please modify the response to specify that Black Hills
will maintain its records in Bloomfield, New Mexico.

Page 6, Unauthorized Operations:

The last sentence proposes that “Water and associated constituents that are generated
from any source other than a properly permitted oil and gas well shall not be accepted unless
special approval is obtained from the New Mexico Oil Conservation Division or the New
Mexico Environment Department.” OCD was unable to locate any protocols on how this waste
stream will be managed, from waste acceptance, manifesting, off-loading, and storage. If the
waste is managed in the proposed ponds, based upon protocols presented in the application such
activities could result in the improper disposal of non-oil field waste into the UIC Class Il Salt
Water Disposal injection well. OCD is unaware of a regulatory provision or statute that allows
OCD the authority to grant “special approval” to accept non-oil field waste at a Part 36 permitted
facility. OCD is also unaware of a regulatory provision or statute that allows the New Mexico
Environment Department the authority to grant “special approval” for OCD permitted Part 36
facilities to accept non- oil field waste. Please omit the proposal or reference the regulatory
provisions which support the proposal.

Appendix G, Hydrogen Sulfide Prevention and Contingency Plan:
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Page 2, Immediate Action Plan, Level 1 Response:

The introductory paragraph instructs personnel to “move away from the release and
evacuate to a designated assembly area determined by the Incident Commander (IC).” Please
clarify how personnel will know they are moving away from the release. Can the flagging
station be used as a wind direction indicator? Please identify the protocol that the IC will
implement to ensure that personnel evacuate to assembly areas upwind or cross-wind from the
release while limiting their exposure in attempting the reach the designated assembly areas.
Also, please identify the “emergency instructions” that will be provided at the flagging station to
persons attempting to enter the area.

The second sentence of Step 1 indicates that the facility operator will account for on-site
personnel once at a designated assembly area. Since there are four assembly areas, please clarify
how the facility operator will contact the other designated assembly areas to account for on-site
personnel.

The last sentence of Step 1 suggests that the assembly areas will be monitored with a
personal hydrogen sulfide detector. Please identify the concentration in which personnel will be
monitoring the assembly areas. Also, please identify what actions will be taken if the action
limit (concentration) is detected.

Page 3, Immediate Action Plan, Level 1 Response:

In Step 6, please identify the hydrogen sulfide concentration which Black Hills assumes
will be safe for personnel to re-enter the facility and return to normal operations. Also, please
modify the response to include notice to OCD pursuant to 19.15.11.16 NMAC since activation of
the hydrogen sulfide contingency plan initiates at the detection of 4 ppm.

Page 3, Immediate Action Plan, Level 2 Response:

In the introductory paragraph, please identify how the audible alarm and flashing light
from the hydrogen sulfide sensor differs at the detection of 10 ppm from the detection of a
concentration of 4 ppm. Please clarify how personnel will know they are moving away from the
release. Can the flagging station be used as a wind direction indicator? Please identify the
protocol that the IC will implement to ensure that personnel evacuate to assembly areas upwind
from the release while limiting their exposure in attempting the reach the designated assembly
areas. Also, please identify the “emergency instructions” that will be provided at the flagging
station to person attempting to enter the area.

In Step 3, please identify the method that will be utilized to notify persons within the 100
ppm radius of exposure.

Page 4, Immediate Action Plan, Level 2 Response:
In Step 9, please identify the hydrogen sulfide concentration at which Black Hills
assumes to be safe for personnel to re-enter the facility and return to normal operations.

The sentence/paragraph at the bottom of the page seems to be a Level 3 response, since it
addresses the scenario: if efforts to resolve the hydrogen sulfide release cannot be accomplished.
Please properly identify the scenario and protocols as a Level 3 Response, since Level 1 and 2
both end with a resolution for the release, verification for a safe re-entry to the facility, and the
return to normal operations.
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Page 6, Safety Equipment and Supplies Available:

Pursuant to Subparagraph (a) of 19.15.11.9.B.(2) NMAC, “The plan shall include
information on the availability and location of necessary safety equipment and supplies.” The
location descriptions provided for the listed equipment are not within the facility boundary in
which Black Hills is seeking a permit. Please provide facility maps of the Espinosa Plant and
tank battery facility that illustrate the locations within each facility where each piece of
equipment is stored. The maps should also indicate the number of units that are available in
order to prevent personnel from attempting to place themselves at risk during a real emergency
when a limited number of units are available. Also, please identify the equipment and its
location that will be utilized to establish the four proposed roadblocks.

In Item 2, the discussion regarding the flagging area, please clarify if the flags will also
be used as wind direction indicators in order to comply with the requirements of Subsection C of
19.15.11.12 NMAC.

Pages 7 and 8, Characteristics of Hydrogen Sulfide and Sulfur Dioxide:

Please verify the information provided in the Tables for Hydrogen Sulfide and Sulfur
Dioxide with the NIOSH Pocket Guide to Chemical Hazards at the Center of Disease Control
and Prevention website. The source references for the information currently provided are from
outdated tables within the February 15, 1995 API RP-55 document. Also, please identify the
exposure limits for the Time Weighted Average (TWA), Short Term Exposure Limit (STEL),
and the Immediate Danger to Life and Health Limit (IDLH).

Page 10, Training and Drills, Briefing of Public Officials on Evacuation Plan:

Please modify the response to include “briefing of public officials on issues such as
evacuation or shelter-in-place plans” as required of Subparagraph (d) of 19.15.11.9.B.(2)
NMAC.

Page 10, Coordination with State Emergency Plan, Oil Conservation Division:

Please clarify in the first sentence that the hydrogen sulfide contingency plan activation
initiates at the first detection of hydrogen sulfide at 4 ppm, as described on page 2 of the
proposed plan under Level I Response.

Page 10, Coordination with State Emergency Plan, NM State Police/NM Hazardous
Materials Emergency Response Plan:

The second sentence states that “An emergency response officer will serve as Incident
Commander (IC) and establish the National Interagency Incident Management System (NIIMS)
Incident Command System (ICS).” On Page 1 of the contingency plan, it is stated that the
“facility supervisor will serve as the incident commander (IC) of the facility.” The NIIMS
Incident Command System requires the first person on-site during an emergency to become the
IC until relieved. As proposed in the response, the ICS could not be initiated until the
emergency response officer (IC) arrived on-site. Please modify the response to demonstrate
compliance with the established protocols of the NIIMS Incident Command System.

Figure 3, Evacuation Routes:
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The proposed assembly area locations should be initially positioned upwind from the
prevailing wind direction for the proposed facility site. The prevailing wind direction was not
mentioned in the proposed plan. Please modify, if required.

Appendix H, Closure Plan:
Pursuant to Paragraph (9) of 19.15.36.8.C NMAC, the “application shall include a

closure and post closure plan...” Please modify the title pages to reflect that the post closure
plan is included in Appendix H.

Page 1, Closure, Protocols and Procedures:

The last sentence of the first paragraph suggests that the operator may proceed with the
closure activities after the 60 day notice period without any additional considerations. Please
identify the additional considerations of Paragraphs (2) and (4) of 19.15.36.18.A NMAC that
may require the operator to postpone the implementation of the closure plan until OCD’s
requested modifications have been approved and/or a decision from a hearing is issued.

Page 3, Closure, Disposal Facility Name and Permit Number:

Based upon the title of this section of the contingency plan, OCD was unable to locate
any information or a discussion regarding disposal facility name and permit number. Please
remove “Disposal Facility Name and Permit Number” from the title if the information will not
be provided.

Figure 1, Closure Plan Sampling Grid:

The proposed grid far exceeds the proposed facility boundary. Please provide a sampling
grid for the area in which Black Hills is seeking a permit to manage oil field waste. Please do
not propose sampling areas outside of the requested facility boundary.

Appendix I, Contingency Plan for Emergencies:
OCD was unable to locate a demonstration of compliance to the following provisions
during the review of the Contingency Plan for Emergencies. Please provide.

Pursuant to Paragraph (5) of 19.15.36.13.N NMAC, “The contingency plan for emergencies shall
include an evacuation plan for surface waste management facility personnel that describes
signals to be used to begin evacuation, evacuation routes and alternate evacuation routes in cases
where fire or releases of wastes could block the primary routes.” Please describe the signals to
be used to begin evacuation.

Pursuant to Paragraph (8) of 19.15.36.13.N NMAC, “The contingency plan for emergencies shall
indicate when the contingency plan will be amended...” Please identify the timeframe and
conditions.

Pursuant to Paragraph (13) of 19.15.36.13.N NMAC, “The contingency plan for emergencies
shall describe how the emergency coordinator will ensure that no oil field waste, which may be
incompatible with the released material, is treated, stored or disposed of until cleanup procedures
are complete. Please provide.

Page 1, Introduction and Scope:
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The second sentence of the introductory paragraph states that the objective of the
contingency plan “is to protect the public, first responders, and Black Hills personnel in the event
of an emergency.” This does not coincide with the regulatory language. Please modify response
to reflect the intent of Subsection N of 19.15.36.13 NMAC, that the contingency plan “shall be
designed to minimize hazards to fresh water, public health, safety or the environment from fires,
explosions or an unplanned sudden or non-sudden release of contaminants or oil field waste to
air, soil, surface water or ground water.”

Page 2, Emergency Procedures, Fire or Explosion:

The second sentence of introductory paragraph states that “Any notification of a fire or
explosion will occur via visual inspection.” Please explain how visual inspection by one person
will serve as notice to other personnel and how this notification procedure will be implemented.

The second sentence of Step 1 indicates that the facility operator will account for on-site
personnel once at a designated assembly area. Since there are four assembly areas, please clarify
how the facility operator will contact the other designated assembly areas to account for on-site
personnel.

Page 3, Emergency Procedures, Fire or Explosion:

In the last sentence of Step 6, please clarify that the contaminated materials will be
disposed of off-site at a properly permitted disposal facility “pursuant to an OCD approved
plan.”

Page 4, Emergency Procedures, Surface Release:

The first sentence of Step 3 states that “The Incident Commander will assess possible
hazards to fresh water, public health, safety, and the environment.” Please describe how the
Incident Commander will complete the assessment, as required of Paragraph (10) of
19.15.36.13.N NMAC.

In the last sentence of Step 7, please clarify that the contaminated materials will be
disposed of off-site at a properly permitted disposal facility “pursuant to an OCD approved
plan.”

In the last sentence of Step 9, please clarify that ground water quality mitigation efforts
will be examined and performed, if feasible, “pursuant to 19.15.30 NMAC.”

Page 5, Emergency Procedures, Subsurface Release:

The only source for a subsurface release considered and discussed in this section is from
water within the ponds’ leak detection system. Please include in the discussion leaks from the
inlet and outlet pipes that are proposed for burial seven feet beneath the ground surface for the
transfer of produced water between the tank battery and the three ponds.

In the first sentence of Step 3, please describe how the Incident Commander will
complete the assessment, as required of Paragraph (10) of 19.15.36.13.N NMAC.

Page 6, Emergency Procedures, Subsurface Release:
In the last sentence of Step 8, please clarify that ground water quality mitigation efforts
will be examined and performed, if feasible, “pursuant to 19.15.30 NMAC.”
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Page 6, Emergency Procedures, Telephone Numbers and Communication Methods:
Based upon the title of this section of the contingency plan, OCD was unable to locate

any information or a discussion regarding communication methods. Please remove “and

Communication Methods” from the title if the information will not be provided.

In the second table, Government Agencies, the (575) 748-1283 telephone number
provided for OCD belongs to OCD’s District I Artesia office. Please provide the telephone
number for the appropriate OCD district office - OCD’s District III Aztec office.

Page 7, Notification:

Please provide an introductory sentence that plainly states that “The Incident Commander
shall comply with the reporting requirements of 19.15.29 NMAC.” The operator is required to
follow all of the requirements of 19.15.29 NMAC for reporting a release, not the proposed
summary of Part 29. Please provide the clarification statement.

Appendix J, Best Management Practice and Storm Water Management Plan:

Page 4, Stormwater Run-Off Control:

The second sentence in the introductory paragraph indicates that “each BMP selected for
use within the project will be able to withstand and function properly during the 2-year 24-hour
storm event.” Pursuant to Paragraph (1) of 19.15.36.13.M NMAC, “the run-on and run-off
control system shall prevent flow onto the surface waste management facility’s active portion
during the peak discharge from a 25-year storm.” Please provide the required information
and/or clarify.

Page 9, Inspections:

The first sentence indicates that “all control measures, including off-channel ponds... will
be inspected...” OCD was unable to locate any information or design drawings in the permit
application regarding “off-channel ponds” proposed for stormwater management. Please
provide, modify, and/or clarify. Also, the first sentence indicates that inspections will occur
“within 24 hours of any storm event exceeding 0.5-inch of rain.” The regulatory language does
not recognize or define the amount of rain a storm event must generate in which an inspection is
warranted. Paragraph (3) of 19.15.36.13.L. NMAC requires an inspection of berms and pond
levees, which have been identified as a storm water control feature in Appendix J, “after a major
rainfall or windstorm...” Please modify the response to reflect the regulatory language.

Appendix K, Hvdrogeologic Investigation Report:

Page 2, Discussion of Results, Water Quality Analysis:

Please provide a discussion of the water quality analysis results from the testing and
comparison of ground water obtained from Borehole B-1 and B-4. Currently the response only
indicates which wells were sampled, the laboratory analysis performed on the samples, and the
location of the results within the permit application.

Page 2, Discussion of Results, Aquifer Description:
The second paragraph suggests that “groundwater encountered at Borehole B-1 and B-4
is most likely hydraulically connected.” The basis of this conclusion is stated to be “similarities
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in water chemistry” and the “close proximity between the two (borehole) locations,” as well as
the expectation of discovering the “perched” water in Borehole B-1 in Borehole B-4. OCD was
unable to locate a discussion on the ground water analytical results. A comparison and summary
of some of the water quality data for Borehole B-1 and B-4, Table 1 on Page 5 of Appendix K,
demonstrates differences in the water quality rather than similarities. The data presented on
Table 1 demonstrates that of the commonly detected constituents and parameters tested, the
majority of the B-4 concentrations were mostly double of those detected in B-1. The “close
proximity between the two (borehole) locations” is not explained and/or justified in the
application. The drastic difference in ground water elevations (B-1 at 6947.3 ft. and B-4 at
6912.3 ft. - a difference of 35 vertical feet) and the discovery of water in different geologic
formations which are separated shale by a layer that occurs within distance of approximately 85
horizontal feet supports the position that these are two separate water bearing zones. As for the
expectation of discovering the “perched” water in Borehole B-1 in Borehole B-4, this conclusion
is not supported by the data provided in the permit application. Ground water was discovered in
Borehole B-1at an elevation of 6947.3 feet msl. The top of the shale in Borehole B-4 was
encountered at approximately 6949 feet, approximately 1.7 feet above the ground water
discovered in Borehole B-1. Ground water would be expected to be discovered in Borehole B-4
above the shale, only if it was encountered in Borehole B-1 above an elevation of 6949 feet msl.

Please review the comments for Pages 22 and 23, Demonstration of Compliance, ltem 22,
when revising the ground water discussion addressed under Appendix K.

Page 3, Potentiometric Map:
Please review the comments above for Appendix K, when revising the ground water
discussion addressed under this section.

Page 5, Table 1, Results of ground water quality analysis from sample taken at Borehole B-
1 and Borehole B-4 locations:

The Table indicates that Gasoline Range Organics (GRO) analysis was completed on
samples obtained from each of the boreholes. The chain of custody for the Borehole B-4 sample
does not support the table and demonstrates that the test method and analysis was not requested,
therefore analytical results were not provided by Inter-Mountain Labs. The Diesel Range
Organics (DRO) detected in the Borehole B-1 sample at 2.1 mg/L was not identified on the table.
This is a good indicator constituent to use when attempting to determine if the ground water
encountered at Borehole B-1 and B-4 is hydraulically connected or not.

Figure 4, Shallow Aquifer Potentiometric Surface Map:
Please review the comments above for Appendix K, when preparing a new
potentiometric map.
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Susana Martinez

Governor
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Cabinet Secretary Division Director

0Oil Conservetion Division
Brett F. Woods, Ph.D.
Deputy Cabinet Secretary

January 24, 2013

Daniel Manus

Black Hills Gas Resources

3200 N. 1* Street

Bloomfield, New Mexico 87413

RE:  Notice of Administrative Completeness Determination
Black Hills Gas Resources - East Blanco Produced Water Reuse Facility
Location: SE/4 NW/4 of Section 13, Township 30 North, Range 4 West, NMPM
Rio Arriba County, New Mexico

Dear Mr. Manus:

Pursuant to 19.15.36.8(E) NMAC, the Oil Conservation Division (OCD) has reviewed your Surface
Waste Management Facility application and has found it to be administratively complete. Given the
administrative completeness determination, you may now proceed to the notice as specified in
19.15.36.9(A) NMAC. As the applicant, you are required to furnish proof to OCD that required notices
have been given. Please provide this proof to OCD as soon as possible. Proof of notice may begin the 30
day public comment period.

OCD will also provide notice of its administrative completeness determination within 30 days from the
date of this letter per 19.15.36.9(B) NMAC. The public has 30 days to comment from the date of notice
provided by the applicant or the date that OCD distributes notice, whichever is later. (See 19.15.36.9(C)
NMAC)

The determination of administrative completeness does not mean that the application meets the technical
requirements of 19.15.36 NMAC. OCD will now evaluate the technical merits of your application.
Within 60 days after the end of the public comment period, OCD will issue its tentative decision
regarding your application. (See 19.15.36.9(D) NMAC)

If you have any questions, please feel free to Brad Jones at brad.a jones@state.nm.us or (505) 476-3487.

Sincerely,

J

Scott Dawson
Deputy Director

SD/baj

Cc: OCD District I1I Office, Aztec
WWC Engineering, 1275 Maple Street, Suite F, Helena, MT 59601

QOil Conservation Division
1220 South St. Francis Drive » Santa Fe, New Mexico 87505
Phone (505) 476-3440 « Fax (505) 476-3462 = www.emnrd.state.nm.us
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Daniel Manus

Black Hills Gas Resources

3200 N. 1* Street

Bloomfield, New Mexico 87413

RE:  Notice of Administrative Completeness Determination
Black Hills Gas Resources - East Blanco Produced Water Reuse Facility
Location: SE/4 NW/4 of Section 13, Township 30 North, Range 4 West, NMPM
Rio Arriba County, New Mexico

Dear Mr. Manus:

Pursuant to 19.15.36.8(E) NMAC, the Oil Conservation Division {OCD) has reviewed your Surface
Waste Management Facility application and has found it to be administratively complete. Given the
administrative completeness determination, you may now proceed to the notice as specified in
19.15.36.9(A) NMAC. As the applicant, you are required to furnish proof to OCD that required notices
have been given. Please provide this proof to OCD as soon as possible. Proof of notice may begin the 30
day public comment period.

OCD will also provide notice of its administrative completeness determination within 30 days from the
date of this letter per 19.15.36.9(B) NMAC. The public has 30 days to comment from the date of notice
provided by the applicant or the date that OCD distributes notice, whichever is later. (See 19.15.36.9(C)

NMAC)

The determination of administrative completeness does nat mean that the application meets the technical
requirements of 19.15.36 NMAC. OCD will now evaluate the technical merits of your application.
Within 60 days after the end of the public comment period, OCD will issue its tentative decision
regarding your application. (See 19.15.36.9(D) NMAC)

If you have any questions, please feel free to Brad Jones at brad.a.jones @state.nm.us or (505) 476-3487.

Sincerely,
)
jw”'t///www./

Scott Dawson
Deputy Director

SD/baj

Cc: OCD District 111 Office, Aztec
WWC Engineering, 1275 Maple Street, Suite F, Helena, MT 59601

Oil Conservation Division
1220 South St. Francis Drive = Santa Fe, New Mexico 87505
Phone (505} 478-3440 » Fax (505) 476-3482  www.emnrd.state.nm.us



PART 36 CHECKLIST FOR ADMINISTRATIVELY COMPLETENESS DETERMINATION

19.15.36.8 NMAC - SURFACE WASTE MANAGEMENT FACILITY PERMITS AND APPLICATION REQUIREMENTS:

19.15.36.8C NMAC Application requirements for new facilities, major modifications and permit renewals.

—

(1) the names and addresses of the applicant and principal officers and owners of 25 percent or more of
the applicant;

(2) a plat and topographic map showing the surface waste management facility’s location in relation to
governmental surveys (quarter-quarter section, township and range);

highways or roads giving access to the surface waste management facility site;

watercourses;

fresh water sources, including wells and springs; and

inhabited buildings within one mile of the site’s perimeter;

(3) the names and addresses of the surface owners of the real property on which the surface waste
management facility is sited and surface owners of the real property within one mile of the site’s perimeter;

(4) a description of the surface waste management facility with a diagram indicating the location of fences
and cattle guards, and detailed construction/installation diagrams of pits, liners, dikes, piping,
sprayers, tanks, roads, fences, gates, berms, pipelines crossing the surface waste management facility,
buildings and chemical storage areas;

(5) engineering designs, certified by a registered professional engineer, including technical data on the
design elements of each applicable treatment, remediation and disposal method and detailed designs of
surface impoundments;

(6) a plan for management of approved oil field wastes that complies with the applicable requirements
contained in 19.15.36.13 NMAC (Siting and Operational Requirements), 19.15.36.14 NMAC (Landfills),
19.15.36.15 NMAC (Landfarms), and 19.15.36.17 NMAC (Ponds);

(7) an inspection and maintenance plan that complies with the requirements contained in Subsection L of
19.15.36.13 NMAC;

(8) a hydrogen sulfide prevention and contingency plan that complies with those provisions of 19.15.11
NMAC that apply to surface waste management facilities;

(9) a closure and post closure plan, including a responsible third party contractor’s cost estimate,
sufficient to close the surface waste management facility in a manner that will protect fresh water, public
health, safety and the environment (the closure and post closure plan shall comply with the requirements
contained in Subsection D of 19.15.36.18 NMAC);

(10) a contingency plan that complies with the requirements of Subsection N of 19.15.36.13 NMAC and
with NMSA 1978, Sections 12-12-1 through 12-12-30, as amended;
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(11) a plan to control run-on water onto the site and run-off water from the site that complies with the
requirements of Subsection M of 19.15.36.13 NMAC;

(12) in the case of an application to permit a new or expanded landfill, a leachate management plan that
describes the anticipated amount of leachate that will be generated and the leachate’s handling, storage,
treatment and disposal, including final post closure options;

(13) in the case of an application to permit a new or expanded landfill, a gas safety management plan that
complies with the requirements of Subsection O of 19.15.36.13 NMAC;




(14) a best management practice plan to ensure protection of fresh water, public health, safety and the
environment;

(15) geological/hydrological data including:

(a) a map showing names and location of streams, springs or other watercourses, and water wells within one
mile of the site;

(b) laboratory analyses, performed by an independent commercial laboratory, for major cations and anions;
BTEX; RCRA metals; and TDS of ground water samples of the shallowest fresh water aquifer beneath the
proposed site;

(c) depth to, formation name, type and thickness of the shallowest fresh water aquifer;

(d) soil types beneath the proposed surface waste management facility, including a lithologic description of
soil and rock members from ground surface down to the top of the shallowest fresh water aquifer;

(e) geologic cross-sections;

(f) potentiometric maps for the shallowest fresh water aquifer; and

(g) porosity, permeability, conductivity, compaction ratios and swelling characteristics for the sediments on
which the contaminated soils will be placed;

(16) certification by the applicant that information submitted in the application is true, accurate and complete
to the best of the applicant's knowledge, after reasonable inquiry; and
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(17) other information that the division may require to demonstrate that the surface waste management
facility’s operation will not adversely impact fresh water, public health, safety or the environment and that the

surface waste management facility will comply with division rules and orders.

36.8.D Application requirements for minor modifications.
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An existing surface waste management facility applying for a minor modification shall file a form C-137 with
the environmental bureau in the division’s Santa Fe office describing the proposed change and

identifying information that has changed from its last C-137 filing.
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A AA 1275 Maple Street, Suite F - Helena, MT 59601 - (406) 443-3962
WWCENGINEERING Fax (406) 449-0056 - Email: infohiIn@wwcengineering.com

February 27, 2013

Mr. Brad Jones )
New Mexico Energy, Minerals and Natural Resources Department
Oil Conservation Division

1220 South St. Francis Drive

Santa Fe, NM 87505

RE: East Blanco Field Produced Water Reuse Facility Permit Application Public
Notice Information

Dear Mr. Jones:

Black Hills Gas Resources has provided written notice that the C-137 application
for the East Blanco Produced Water Reuse Facility has been determined to be
administratively complete. Written notice has been sent to all surface owners of record
within one-half mile of the facility per 19.15.36.9 NMAC. Additionally, written notice has
also been provided to the Rio Arriba County Commission, Carson National Forest
Office, and the Environmental Protection Office of the Jicarilla Apache Nation. A half-
mile setback line from the proposed facility boundary along with all surface owners of
record within that setback line are shown on the attached Figure 1. The certified mail
return receipts are also included with this letter. Please do not hesitate to contact us
should you have any further questions or require additional information.

Sincerely, | e

Shawn Higley, P.E. /
Hglena Branch Maq{ager

cc: Black Hills Gas Resources
Enc.: Land Ownership Figure, certified mail return receipts

SH/mh
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Black Hills Gas Resources

Jessica Donahue ' ' 1515 Wynkoop St., Suite 500
Regulatory Technician Denver, CO 80202

: : P: 720-210-1333
Jessicadonahue@blackhillscorp.com F' 303-566.3344

February §, 2013

Brad Jones

New Mexico Energy, Minerals and Natural Resources Department
Oil Conservation Division

1220 South St. Francis Drive

Sante Fe, NM 87505

RE: Public Notice for Produced Water Recycling Facility
Dear Mr. Jones:

As per Title 19, Chapter 15, Part 36.9 of the New Mexico Administrative Code, please find enclosed
copies of the public notice letters mailed out regarding the proposed produced water recycling facility
being proposed in NE/4 NW/4, SE/4 NW/4, NW/4 NE/4, SW/4 NE/4 Section 13, Township 30 North,
Range 4 West in Rio Arriba County. All letters were sent certified mail on February 8, 2013. The
recipients and corresponding receipt numbers are listed below.

Aaron Lynch and Nancy Lynch 70113500000347297430
Manuel A. Ferran and G. Eleanor Trujillo 70113500000347297454
Carson National Forest 70113500000347297461
Environmental Protection Office 70113500000347297478
Joe Prax Trujillo 70113500000347297485
Rio Arriba County Commission 70113500000347297447

Please let me know if there is anything else you need. You can reach me at 720-210-1333.

Thank you,

OOl

Jessica Donahue

Encl.



Black Hills Gas Resources

Alan Vrooman 1515 Wynkoop St., Suite 500

Sr. Permitting Coordinator
Alan.Vrooman@blackhillscorp.com

February 7, 2013

Aaron Lynch & Nancy Lynch
PO Box 1960
Espanola, NM 87532

RE: Public Notice of Surface Waste Management Facility Application

To whom it may concern:

Notice is hereby given that Black Hills Gas Resources, 3200 North 1* Street, Bloomfield, NM 87413,
has submitted to the New Mexico Oil Conservation Division (OCD) an application to construct a new
surfacc waste management facility. OCD has determined that this application is administratively
complete. The proposed facility is located in Espinosa Canyon, approximately 4 miles north of US
Highway 64 and 11.6 miles southwest of Dulce, New Mexico. The facility is specifically located in the
NE/4 NW/4, SE/4 NW/4, NW/4 NE/4, SW/4 NE/4 of Section 13, Township 30 North, Range 4 West,
Rio Amiba County, New Mexico.

The surface waste management facility is located approximately 450 feet west of an existing tank
battery facility owned by Black Hills Gas Resources and consists of three lined storage ponds. The
facility will have a total capacity of 22.4 acre-feet of storage. Produced water from surrounding oil and
gas operations will be the only waste accepted at the facility. The proposed water storage facility will be
used to recycle produced water for future completions, thus reducing new water requirements as
development occurs. A pipeline connected to the existing tank battery facility will transport the
produced water to the ponds for storage. A dual layer liner and leak detection system will be installed
within each pond to prevent leakage from occurring. The shallowest groundwater beneath the facility
has a total dissolved solids (TDS) concentration of approximately 760 mg/L and is located
approximately 77 feet below the ground surface. Additionally, a minimum of three feet of freeboard will
be maintained within each pond at all times to prevent overtopping of the levees of each pond.

Denver, CO 80202
P: 303-566-3356
F: 303-566-3344



February 7, 2013
Page 2

Any person wishing to comment on this application prior to the New Mexico Oil Conservation
Division’s preliminary consideration of the application may file comments with OCD at 1220 South St.
Francis Drive, Sante Fe, NM 87505, or telephone (505) 476-3400 for a period of at least thirty (30) days
after the date of publication of this notice.

Sincerely,

. e

Alan Vrooman
Black Hills Gas Resourccs
Senior Permitting Coordinator

cc: Brad Jones, NM Oil Conservation Division



Black Hills Gas Resources

1515 Wynkoop St., Suite 500

Alan Vrooman
Denver, CO 80202

Sr. Pemitting Coordinator

: P: 303-566-3356
Alan.Vrooman@blackhillscorp.com F: 303-566-3344
February 7, 2013

Carson National Forest
208 Cruz Alta Road
Taos, NM 87571

RE: Public Notice of Surface Waste Management Facility Application

To whom it may concern:

Notice is hereby given that Black Hills Gas Resources, 3200 North 1% Street, Bloomfield, NM 87413,
has submitted to the New Mexico Oil Conservation Division (OCD) an application to construct a new
surface waste management facility. OCD has determined that this application is administratively
complete. The proposed facility is located in Espinosa Canyon, approximately 4 miles north of US
Highway 64 and 11.6 miles southwest of Dulce, New Mexico. The facility is specifically located in the
NE/4 NW/4, SE/4 NW/4, NW/4 NE/4, SW/4 NE/4 of Section 13, Township 30 North, Range 4 West,
Rio Arriba County, New Mexico.

The surface waste management facility is located approximately 450 feet west of an existing tank
battery facility owned by Black Hills Gas Resources and consists of three lined storage ponds. The
facility will have a total capacity of 22.4 acre-feet of storage. Produced water from surrounding oil and
gas operations will be the only waste accepted at the facility. The proposed water storage facility will be
used to recycle produced water for future completions, thus reducing new water requirements as
development occurs. A pipeline connected to the existing tank battery facility will transport the
produced water to the ponds for storage. A dual layer liner and leak detection system will be installed
within each pond to prevent leakage from occurring. The shallowest groundwater beneath the facility
has a total dissolved solids (TDS) concentration of approximately 760 mg/L and is located
approximately 77 feet below the ground surface. Additionally, a minimum of three feet of freeboard will
be maintained within each pond at all times to prevent overtopping of the levees of each pond.



February 7, 2013
Page 2

Any person wishing to comment on this application prior to the New Mexico Oil Conservation
Division’s preliminary consideration of the application may file comments with OCD at 1220 South St.
Francis Drive, Sante Fe, NM 87505, or telephone (505) 476-3400 for a period of at least thirty (30) days
after the date of publication of this notice.

Sincerely,

. e

Alan Vrooman
Black Hills Gas Resources
Senior Permitting Coordinator

cc: Brad Jones, NM 0Qil Conservation Division



Black Hills Gas Resources

1515 Wynkoop St., Suite 500

Alan Vrooman

Sr. Permitting Coordinator Di@;&%% ggg(s)g
Alan.Vrooman@blackhillscorp.com e 303:566-3344
February 7, 2013

Environmental Protection Office
Jicarilla Apache Nation

Attn: Cordell Tecube

P.O. Box 507

Dulce, NM 87528

RE: Public Notice of Surface Waste Management Facility Application

To whom it may concern:

Notice is hereby given that Black Hills Gas Resources, 3200 North 1% Street, Bloomfield, NM 87413,
has submitted to the New Mexico Oil Conservation Division (OCD) an application to construct a new
surface waste management facility. OCD has determined that this application is administratively
complete. The proposed facility is located in Espinosa Canyon, approximately 4 miles north of US
Highway 64 and 11.6 miles southwest of Dulce, New Mexico. The facility is specifically located in the
NE/4 NW/4, SE/4 NW/4, NW/4 NE/4, SW/4 NE/4 of Section 13, Township 30 North, Range 4 West,
Rio Arriba County, New Mexico.

The surface waste management facility is located approximately 450 feet west of an existing tank
battery facility owned by Black Hills Gas Resources and consists of three lined storage ponds. The
facility will have a total capacity of 22.4 acre-fcct of storage. Produced water from surrounding oil and
gas operations will be the only waste accepted at the facility. The proposed water storage facility will be
used to recycle produced water for future completions, thus reducing new water requirements as
development occurs. A pipeline connected to the existing tank battery facility will transport the
produced water to the ponds for storage. A dual layer liner and leak detection system will be installed
within each pond to prevent leakage from occurring. The shallowest groundwater beneath the facility
has a total dissolved solids (TDS) concentration of approximately 760 mg/L and is located
approximately 77 feet below the ground surface. Additionally, a minimum of three feet of freeboard will
be maintained within each pond at all times to prcvent overtopping of the levees of each pond.



February 7, 2013
Page 2

Any person wishing to comment on this application prior to the New Mexico Oil Conservation
Division’s preliminary consideration of the application may file comments with OCD at 1220 South St.
Francis Drive, Sante Fe, NM 87505, or telephone (505) 476-3400 for a period of at least thirty (30) days
after the date of publication of this notice.

Sincerely,
yﬂ St e

Alan Vrooman
Black Hills Gas Resources
Senior Permitting Coordinator

cc: Brad Jones, NM Oil Conservation Division



Black Hills Gas Resources

Alan Vrooman 1515 Wynkoop St., Suite 500

Sr. Permitting Coardinator
Alan.Vrooman@blackhillscorp.com

February 7, 2013

Joe Prax Trujillo
PO Box 351
Farmington, NM 87401

RE: Public Notice of Surface Waste Management Facility Application

To whom it may concern:

Notice is hereby given that Black Hills Gas Resources, 3200 North 1% Street, Bloomfield, NM 87413,
has submitted to the New Mexico Oil Conservation Division (OCD) an application to construct a new
surface waste management facility. OCD has determined that this application is administratively
complete. The proposed facility is located in Espinosa Canyon, approximatcly 4 miles north of US
Highway 64 and 11.6 miles southwest of Dulce, New Mexico. The facility is specifically located in the
NE/4 NW/4, SE/4 NW/4, NW/4 NE/4, SW/4 NE/4 of Section 13, Township 30 North, Range 4 West,
Rio Arriba County, New Mexico.

The surface waste management facility is located approximately 450 feet west of an existing tank
battery facility owned by Black Hills Gas Resources and consists of three lined storage ponds. The
facility will have a total capacity of 22.4 acre-feet of storage. Produced water from surrounding oil and
gas operations will be the only waste accepted at the facility. The proposed water storage facility will be
used to recycle produced water for future completions, thus reducing new water requirements as
development occurs. A pipeline connected to the existing tank battery facility will transport the
produced water to the ponds for storage. A dual layer liner and leak detection system will be installed
within each pond to prevent leakage from occurring. The shallowest groundwater beneath the facility
has a total dissolved solids (TDS) concentration of approximately 760 mg/L and is located
approximately 77 feet below the ground surface. Additionally, a minimum of three feet of freeboard will
be maintained within each pond at all times to prevent overtopping of the levees of each pond.

Denver, CO 80202
P: 303-566-3356
F: 303-566-3344



February 7, 2013
Page 2

Any person wishing to comment on this application prior to the New Mexico Oil Conservation
Division’s preliminary consideration of the application may file comments with OCD at 1220 South St.
Francis Drive, Sante Fe, NM 87505, or telephone (505) 476-3400 for a period of at least thirty (30) days
after the date of publication of this notice.

Sincerely,

W S czo—

Alan Vrooman
Black Hills Gas Resources
Senior Permitting Coordinator

cc: Brad Jones, NM Qil Conservation Division
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Black Hills Gas Resources

Alan Vrooman 1515 Wynkoop St., Suite 500
Sr. Pemnitting Coordinator D?vgésggeagggg
Alan.Vrooman@blackhillscorp.com E oote a9
February 7, 2013

Rio Arriba County Commission
State Rd. 162 #149
Tierra Amarilla, NM 87575

RE: Public Notice of Surface Waste Management Facility Application

To whom it may concemn:

Notice is hereby given that Black Hills Gas Resources, 3200 North 1% Street, Bloomfield, NM 87413,
has submitted to the New Mexico Oil Conscrvation Division (OCD) an application to construct a new
surface waste management facility. OCD has determined that this application is administratively
complete. The proposed facility is located in Espinosa Canyon, approximately 4 miles north of US
Highway 64 and 11.6 miles southwest of Dulce, New Mcxico. The facility is specifically located in the
NE/4 NW/4, SE/4 NW/4, NW/4 NE/4, SW/4 NE/4 of Section 13, Township 30 North, Range 4 West,
Rio Arriba County, New Mexico.

The surface waste management facility is located approximately 450 feet west of an existing tank
battery facility owncd by Black Hills Gas Resources and consists of three lined storage ponds. The
facility will have a total capacity of 22.4 acre-feet of storage. Produced water from surrounding oil and
gas operations will be the only waste accepted at the facility. The proposed water storage facility will be
used to recycle produced water for future completions, thus reducing new water requirements as
development occurs. A pipeline connected to the existing tank battery facility will transport the
produced water to the ponds for storage. A dual layer liner and leak detection system will be installed
within each pond to prevent leakage from occurring. The shallowest groundwater beneath the facility
has a total dissolved solids (TDS) concentration of approximately 760 mg/L and is located
approximately 77 feet below the ground surface. Additionally, a minimum of three feet of freeboard will
be maintained within each pond at all times to prevent overtopping of the levees of each pond.



February 7, 2013
Page 2

Any person wishing to comment on this application prior to the New Mexico Qil Conservation
Division’s preliminary consideration of the application may file comments with OCD at 1220 South St.
Francis Drive, Sante Fe, NM 87505, or telephone (505) 476-3400 for a period of at least thirty (30) days
after the date of publication of this notice.

Sincerely,

y/ KW

Alan Vrooman
Black Hills Gas Resources
Senior Permitting Coordinator

cc: Brad Jones, NM Oil Conservation Division



Black Hills Gas Resources

Alan Vrooman 1515 Wynkoop St., Suite 500
Denver, CO 80202

Sr. Permitting Coordinator .
Alan.Vrooman@blackhillscorp.com ,':j ggg-ggg'ggig

February 7, 2013

Manuel A. Ferran & G. Eleanor Trujillo
435 Ambherst Dr. NE
Albuquerque, NM 87106

RE: Public Notice of Surface Waste Management Facility Application

To whom it may concern:

Notice is hereby given that Black Hills Gas Resources, 3200 North 1* Street, Bloomfield, NM 87413,
has submitted to the New Mexico Oil Conservation Division (OCD) an application to construct a new
surface wastc management facility. OCD has determined that this application is administratively
complete. The proposed facility is located in Espinosa Canyon, approximately 4 miles north of US
Highway 64 and 11.6 miles southwest of Dulce, New Mexico. The facility is specifically located in the
NE/4 NW/4, SE/4 NW/4, NW/4 NE/4, SW/4 NE/4 of Section 13, Township 30 North, Range 4 West,
Rio Arriba County, New Mexico.

The surface waste management facility is located approximately 450 feet wcst of an existing tank
battery facility owned by Black Hills Gas Resources and consists of three lined storage ponds. The
facility will have a total capacity of 22.4 acre-feet of storage. Produced water from surrounding oil and
gas operations will be the only waste accepted at the facility. The proposed water storage facility will be
used to recycle produced water for future completions, thus reducing new water requirements as
development occurs. A pipeline connected to the existing tank battery facility will transport the
produced water to the ponds for storage. A dual layer liner and leak detection system will be installed
within each pond to prevent leakage from occurring. The shallowest groundwater beneath the facility
has a total dissolved solids (TDS) concentration of approximatcly 760 mg/L and is located
approximately 77 feet below the ground surface. Additionally, a minimum of three feet of freeboard will
be maintained within each pond at all times to prevent overtopping of the levees of each pond.



February 7, 2013
Page 2

Any person wishing to comment on this application prior to the New Mexico Oil Conservation
Division’s preliminary consideration of the application may file comments with OCD at 1220 South St.
Francis Drive, Sante Fe, NM 87505, or telephone (505) 476-3400 for a period of at least thirty (30) days
after the date of publication of this notice.

Sincerely,

U

Alan Vrooman
Black Hills Gas Resources
Senior Permitting Coordinator

cc: Brad Jones, NM Oil Conservation Division



