A ACK DIAMON D]
MINERALS, LLC

1600 Stout St., Suite 1350
Denver, CO 80202

October 13, 2008

Chris Canfield

Environmental Protection Specialist
Oil and Gas Conservation Commission
707 Wapiti Court - Suite 204

Rifle, CO 81650

Re: Form 15 Application — Tepee Park Completion Fluids Facility
Garfield County, Colorado

Dear Mr. Canfield:

Enclosed is COGCC application Form 15 with attachments for a surface water impoundment
referenced as the Tepee Park Completion Fluids Facility (CFF) owned and operated by Black
Diamond Minerals, LLC. The site is located in the SW % NE % of Section 36, T7S, R94W, 8" P.M.,
Garfield County, Colorado. The enclosures includs:

COGCC Farm 15

Surface Impoundment (Pit} Plan and Profile Details

Topographic Site Map

Central Processing and Remote Fracture Stimulation Configuration
Sensitive Area Determination

OB @N -

Development in Tepee Park Ranch (TPR) is being done with the underlying objective to develop the
natural gas reserves at the lowest |ifecycle cost (capital, expense and final abandonment), with the
least impact to the environment and by minimizing risks to the surrounding areas. In order to
accomplish these objectives, a holistic approach to construction, drilling, completion, facility design
and on-going operations was used.
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The CFF is a critical piece in the overall scheme to manage gas, condensate and water produced from
wells to be drilled in the Tepee Park Ranch area. The production facilities, including the CFF, were
designed to utilize best practices developed in the Piceance Basin and offshore operations to process
gas and condensate for sale and to process and re-use produced water as a fracturing fluid.
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The flow process consists of three operations working in a closed-loop fashion, Drilling, Completion,
and Production operations, as described below.

Step 1: Drilling Operations

Drilling operations take place on multi-well drilling pads. Black Diamond Minerals, LLC is planning to
drill as many as 36 wells from one well pad. Pad drilling minimizes surface disturbance significantly by
avoiding the need for more roads and well pads. However, since drilling so many wells from one
location will take several years, it is also necessary to design a system to allow for simultaneous
drilling, completion and production operations from the well pad at one time. In order to do this, two
other best practices must be employed, namely remote fracturing and centralized processing of
produced fluids.

Step 2: Completion Operations

Completion of wells is done remotely so as to be able to simultaneously drill and complete wells on the
same pad, to avoid having to build larger well pad sites to accommodate all the equipment necessary
to drili complete and produce from the same location and to conduct more efficient fracture
stimulations over a shorter period of time. To accomplish these goals, completion operations depend
upon a sufficient and reliable supply of water to fracture stimulate several wells in a day, otherwise the
efficiencies don't exist.

From the Tepee Park CCF, truck mounted equipment will pump hydraulic fracturing fluids to newly
drilled natural gas wells. The piping system consists of high-pressure steel “frac lines” that convey the
fracturing fluids to the newly drilled wells. The distance between the CFF and the well pad is limited to
the friction pressure experienced in the’ high-pressure frac line. A distance of approximately 2 miles
between the CFF and the well pad is the estimated maximum distance that can be achieve currently
before friction pressure becomes too high.

To insure a sufficient and reliable supply of water for completion operations exist, a lined, surface
impoundment (pit) is the preferred choice for storage of this fluid. The use of portable, rental “frac
tanks” could be used in lieu of a pit; however more surface space is taken and there is a higher risk of
leaks. The proposed surface impoundment (pit) of 100’ by 200’ will hold over 25,000 bbis of fluid.

This same amount of fluid would require over 50 “frac tanks”. Frac tanks also have a greater risk of
leaks because they require pipe connections and each connection is a potential leak point. Frac tanks
also require trucking to and from the site.

Please note that the CCF surface impoundment {pit} will be double-lined with synthetic liners and have
a leak detection system in place to catch any leak in the primary liner before it reaches any soil. The
entire pit is built in “cut” soil.

Once a well is fracture stimulated, the produced fiuids are initially processed using a poriable
“Flowback unit" This device is used to separate the sclids (sand) from the fluids and to measure the
gas, oil and condensate produced. The produced fluids are recombined and diveried into the 3-phase
flowline that extends from the weill pad to the Central Process Facility for final processing. By locating
the processing equipment off-gite, the size of the well pad can be reduced.

Step 3: Production Operations

Another best practice utilized in TPR is a Central Process Facility. The Central Process Facility
separates the produced fluid into marketable gas and condensate and water. One specific objective
of this facility is to deliver clean water, free of hydrocarbons, o the CFF for reuse as a stimulation fluid.
In order to accomplish this, the facility will utilize multiple stages of liquid separation, filtering and
coalescing units as needed.
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The above described closed-loop approach has several advantages and benefits over traditional
operations:

» Virtual elimination of water {rucking across public roads. The impact of this is lower risk to
individuals {drivers and pedestrians), less risk for spills (driving near streams and rivers) and
reduced dust, noise and road wear.

o Over-designed surface impoundment (pit) has the ability to detect a leak prior to contact with
soll.

« Smaller well pad footprint by locating support facilities off-site.

¢ Less equipment is required and therefore there is less potential for equipment failures

e The overall time fo develop the resources is reduced by:

o Ability to conduct simultaneous drilling, completion and production operations from a
single well pad

o increase the number of frac jobs that can be done in a day by having a sufficient and
reliable source of completion fluids

This facility will initially support wells to be drilled from two proposed muiti-well pads. These well pads
are shown on the attached site map in reference to the CFF.

We appreciate your consideration in this matter. If you have any questions or need additional
information, please don't hesitate to call me at (303) 973-3228, extension 226.

Sincerely,

%

Scott Hall
CEO

Enclosures
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a8 State of Colorado FOR 0GCG USE OMLY
Oil and Gas Conservation Commission
1120 Lincoln Street, Suite 801, Denver, Colorado 80203 (303)894-2100 Fax:(303)894-2108
EARTHEN PIT REPORT/PERMIT
[ This form is to be used for both reporting and permitting pits. Rule 903 describes whena
Permit with prior approval, or a Report within 30 days, is required for pits. Submit required Complete the
attachments and forms. ) Afttachment Checklist
FORM SUBMITTED FOR: T AN
[1Pit Report Pit Permit Fropo Mep w Pit Location]
OGCC Operator Number;_10244 Contact Name and Telsphore: Soce W Fam 28
Name of Operator: Black Diamond Minerals, LLC Robert Vincent o Dasign/Plan & Cross Secl v/
Address: 1800 Stout Street, Suite 1360 No: 303-873-3228 ext 226 gjf,f.f,:ff:: :::::. 7
City; Denver State; CO _ Zjp: 80202 Fax: 303-346-4593 [Mud Program
Form 2A
AP} Number (of associated wel); n/a OGCC Fagility ID (of other associated facility): n/a
Pit Location (QtrQtr, Sec, Twp, Rng, Meridian): SW NE Sec 36, T7S, R94W, 6th PM
Latitude: N 39.396093 Longituds; W 107.833498 County: Garfield
Pit Use: [ Production [ Drilling (Attach mud program) [Z]Special Purpose (Describe Use): Completion Fluid Facility (see attached)
Pit Type: Lined [] Unlined Surface Discharge Permit: [ Yes No
Offsite disposal of pit contents:  [Tinjection  [JCommercial  Pit/Facility Name: Pit/Facility No:
Attach Form 28 to identify Source Wells and Form 25 to provide Produced Water Analysis resulis.
_ _ ____Existing Site Conditions
Is the location in a “Sensitive Area?” Yes [ Ne Attach data used for determination.
Distance (in feet) to nearest surface water: 260t~ ground water: 5t25%  water walls: 10,800 ft
LAND USE (or attach copy of Form 2A If previously submitted for associated well) Select gne which best describes land use:
Cropland:  [Jimigeted O Dry Land [limproved Pasture [Hay Meadow Ocrp
Non-Crop Land:IZ] Rangelend [ Timber [JRecreational O other (describe):
Subdivided: [ Industrial Ccommercial  [JResidential
SOILS (or attach copy of Form 2A if previously submitted for assoclated well)
Soil map units form USNRCS survey: SheetNo: 8 Soil Complex/SeriesNo: 78
Soils Series Name: NRCS sheet does not exist for this area Horizon thickness (in inches): A: ;B ; G
Soils Series Name: Horizen thickness (in inches): A: ;B G
Attach detailed site plan and topo mep with pit location,
Pit Design and Construction
Size of pit (feet):  Length; 200 Width: 100 Depth: 18
Calculatad pit volume {bbis): 25,200 Daily inflow rate (bbls/day): 150 {annualized)
Daily disposal rates (attach calculations): Evaporation: n/a bbls/day  Percolation: nfa bbis/day
Type of liner material; Sythetic Reinforced Polyethylene Thickness: Double lined - 36 mil (each)

Attach description of proposed design and construction (include sketches and calculations),
Method of treatment of produced water prior to discharge into pit (separator, heater treater, qther): See attached for description

Is ptfenced? [lYes [INo ispitnetted? [JYes [ZJNo _ 0 Y,
I hereby certify that the statements made in this form are, to the best of my k%g%r;%goﬁrerct, and complete.
Print Name; Scoti Hall Signed: LN
Title:; CEO Date: Oclober 13,2008 !
OGCC Approved Chns Ca nﬁeld, P.G. Tlﬂe g:‘;;r;;fgzizing;l;s,:Z.gibt;i)%éGté,ou:EPS—NWRegion,email:chris.cﬂeg@gfe.covu5,c:US

CONDITIONS OF APPROVAL, IF ANY:; FACILITY NUMBER:




BLACK DIAMOND MINERALS,

LLC.

TEPEE PARK PIT

SECTION 36,
T7S, R94W, B6th P.M.
GARFIELD COUNTY, COLORADO

W 85 SOUTH 200 EAST DATE: 8—25-08
l AH VERNAL, UTAH 84078 DRAWN BY: D.G.W.
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