RAILROAD COMMISSION OF TEXAS
OFFICE OF GENERAL COUNSEL
HEARINGS SECTION

OIL AND GAS DOCKET
NO. 04-0262193

FINAL ORDER
APPROVING THE APPLICATION OF WT CONSTRUCTION, INC.
TO MAINTAIN AND USE A PIT
HOFFMAN #1 DRILLING FLUID DISPOSAL PIT
DUVAL COUNTY, TEXAS

The Commission finds that after statutory notice in the above-numbered docket
heard on September 15, 2009 the presiding examiners have made and filed a report and
proposal for decision containing findings of fact and conclusions of law, for which service
was not required; that the proposed application is in compliance with all statutory
requirements; and that this proceeding was duly submitted to the Railroad Commission of
Texas at conference held in its offices in Austin, Texas.

The Commission, after review and due consideration of the examiners' report and
proposal for decision, the findings of fact and conclusions of law contained therein, and any
exceptions and replies filed thereto, hereby adopts as its own Findings of Fact Nos. 1, 2,
5,6,7, 8 9 10, 11, 12, 13 and 14, and Conclusions of Law Nos. 1, 2, and 3, and
incorporates said findings of fact and conclusions of law as if fully set out and separately
stated herein. The Commission adopts the following substitute Findings of Fact:

Substitute Finding of Fact No. 3:
The proposed Hoffman #1 Drilling Fluid Disposal Pit on the WT Construction, Inc.
631 acre tract is an abandoned caliche pit which covers an area of slightly more
than 10 acres.

Substitute Finding of Fact No. 4:

Four other disposal pit permits have already been granted by the Commission on
the WT Construction, Inc. property, Rancho Nuevo Pits #1, #2, #3 and BES Pit #1.

]
a. These permits were issued in 1997 and 2002.
b. All of the pits were permitted to dispose of water based drilling fluids, except

Rancho Nuevo Pit #2 which was permitted to dispose of treated oil and gas
waste from a nearby land treatment facility.
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c. Rancho Nuevo Pits #1 and #2 have already been backfilled and
closed, BES Pit #1 is undergoing closure and Rancho Nuevo Pit #3
is currently active.

Therefore, itis ORDERED by the Railroad Commission of Texas that the application
of WT Construction, Inc. to maintain and use a water based drilling fluid disposal pit at its
Hoffman #1 Drilling Fluid Disposal Pit, Duval County, Texas, is hereby GRANTED in
accordance with the attached permit.

Each exception to the examiners' proposal for decision not expressly granted herein
is overruled. All requested findings of fact and conclusions of law which are not expressly
adopted herein are denied. All pending motions and requests for relief not previously
granted or granted herein are denied.

This order will not be final and effective until 20 days after a party is notified of the
Commission’s order. A party is presumed to have been notified of the Commission's order
three days after the date on which the notice is actually mailed. If a timely motion for
rehearing is filed by any party at interest, this order shall not become final and effective
until such maotion is overruled, or if such motion is granted, this order shall be subject o
further action by the Commission. Pursuantio TEX. GOV'T CODE §2001.146(e), the time
allotted for Commission action on a moticon for rehearing in this case prior to its being
overruled by operation of law, is hereby extended until 90 days from the date the parties
are notified of the order.

" Done this 24" day of November, 2009.

RAILROAD COMMISSION OF TEXAS

CHAIR
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PERMIT TO MAINTAIN AND USE A PIT
Pit Permit No. P011507
WT CONSTRUCTION INC
PO BOX 1169

PREMONT TX 78375

Based on information contained in your application (Form H-11) received October 9,
2008, and subsequent information received to date, you are hereby authorized to maintain
and use the pit designated herein:

Type of Pit:  Drilling Fluid Disposal Pit [UNLINED]

Hoffman #1 Drilling Fluid Disposal Pit

1,250 feet FNL and 1,350 feet FEL of ”San Francisco” Juan Jose Manuel De La
(Garza Falcon Survey, A-216

Duval County, RRC District 04

Authority is granted to maintain and use the pit in accordance with Statewide Rule 8 and
subject to the following conditions:

1.

No waste may be received at the referenced facility until the restrictive covenant,
approved by the Comunission on April 4, 2009, is filed in the real property records
of Duval County and a copy provided to and approved by Technical Permitting.

No waste may be received at the referenced facility until financial security in the
amount of $31,983 is provided to and approved by the Commission.

The Corpus Christi District Office must be notified upon final completion of each
disposal cell. The permittee may not begin using any cell until the District Office
has performed its inspection of the completed cell and has verified that the cell is
constructed in accordance with the application and this permit.

The general layout and arrangement of the facility shall be consistent with the Site
Layout received January 15, 2009, which is attached to and incorporated as part of
this permit as Permit Appendix-A.

The total capacity of the pit may not exceed 573,218 barrels. The pit shall be
divided into three (3) cells consistent with the plat, which is attached to and
incorporated as part of this permit as Appendix-A. ’
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6. The depth of the pit shall not exceed more than 12 feet below ground surface.

7. 'The closure cost estimate submitted to and approved by the Commission currently
covers the closure of one of the three cells. Only one cell, with a surface area not to
exceed 3.48 acres, may be active at any given time. An active cell is defined as any
cell that has received waste and has not been closed in accordance with this permit
and the application.

8. Technical Permitting in Austin and the Corpus Christi District Office must be
notified in writing upon closure of each disposal cell.

9. Use of the pit is limited to disposal of water base drilling fluid and associated
cuttings with a chloride concentration of 3,000 mg/l or less. No other oil field
fluids or oil and gas wastes may be stored or disposed of in the pit.

10. Dikes must be constructed to completely surround the pit to a height of two feet
and width at the base of six feet.

11. At least 2 feet of freeboard must be maintained between the waste level in the pit
and ground level at all times.

12. The pit must be equipped with a level alarm or visual device to alert waste haulers
using the pit that the fluid level in the pit has reached the maximum level allowed
by this permit.

13. The facility shall have a fence and lockable gate to prevent unauthorized access.
Fencing is required around the entire approved disposal site except to the extent
that terrain or vegetation prevents truck access to the site.

14.

Records must be kept of each load of waste received at the facility. Records must
include: .

i name of generator;

ii. source of the waste (Lease Name and Lease Number and Well Number
or Gas [.D. Number or APT Well Number);

iii. the name of the carrier;

iv. the date the waste is received;

V. the volume of the waste received; and

\%8 the chloride content (mg/1) of each load.

A copy of the records must be filed quarterly with Technical Permitting in Austin
and the Corpus Christi District Office. Quarterly reporting periods shall consist
of the following months: January to March, April to June, July to September, and
October to December, If no waste was received within a quarterly reporting
period, a written statement indicating that no waste was received during that
quarter must be filed in place of the quarterly report. Quarterly reports shall be
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15.
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submitted to Technical Permitting in Austin and the Corpus Christi Office no later
than the 30th or 31st day of the month following each reporting period, or each
April 30, July 31, October 31, and January 31, respectively.

Monitor wells are required and must be in place prior to the receipt of any waste.
The locations of the monitoring wells must be consistent with the locations
represented in Permit Appendix A.

i,

The monitor wells must be completed as follows:

The Corpus Christi District Office must be notified at least 48 hours
prior to the commencement of drilling any monitor wells,

The wells must be completed in accordance with 16 TAC Part 4,
Chapter 76 (Water Well Drillers and Water Well Pump Installers),

The wells must be completed in the shallowest groundwater zone and
the completion must isolate that zone from any deeper groundwater
Zone.

The screened interval of the wells must be designed to intercept the top
of the groundwater.

Provision must be made to protect the well heads from damage by
vehicles and heavy equipment.

The following information must be submitted within 45 days after the
wells are completed:

i. A soil boring log for each well, with the soils described
using the Unified Soil Classification System (equivalent
to ASTM D 2487 and 2488). The log must also include
the method of drilling, total depth, and the top of the first
encountered water or saturated soils.

ii. A well installation diagram for each well.

iii. A survey elevation for each wellhead reference point.

iv. A potentiometric map showing static water levels and the
calculated direction of groundwater flow.

B. The monitor wells must be monitored for the following parameters after
installation and quarterly thereafter:

@ Ao o

Static water level h. Nitrates
Benzene 1.  Carbonates
TPH J. Calcium
TDS k. Magnesium
Chlorides l.  Sodium
Bromides m. Potassium
Sulfates n. Arsenic

C. A copy of all groundwater analytical results and measurements shall be
submitted quarterly to Technical Permitting in Austin. Quarterly reporting
periods shall consist of the following months: January to March, April to June,
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July to September, and October to December, Quarterly reports shall be
submitied to Technical Permitting in Austin and the Corpus Christi Office no
later than the 30th or 31st day of the month following each reporting period,
or each April 30, July 31, October 31, and January 31, respectively.
16. Unless otherwise required by conditions of this permit, construction, use, and

17.

18.

19.

maintenance of the pit shall be in accordance with the information represented on
the application (Form H-11) and attachments thereto.

A sign shall be posted at the pit, which shall show the pit permit number in
numerals at least one inch in height,

Upon final cessation of use of the pit, the pit must be closed in accordance with
the Commission approved closure plan, which is on file with the Commission at
the time of the pit closure. Any request to modify the closure plan should be filed
with Technical Permitting. Upon final closure, the District Office shall be
notified in writing.

This permit is noniransferable without the consent of the Commission. Any
request for permit fransfer should be filed with Technical Permitting in Austin.

. This permit does not authorize the discharge of any oil and gas wastes from the

pit.

. Authority to use the pit expires on H‘ EN"’%@(LL , Oor upon reaching the

maximum disposal capacity authorized by this permit.

This authorization is granted subject to review and cancellation should investigation
show that such authorization is being abused.
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HOFFMAN #1 FACILITY
- SITE LAYOUT
DUVAL COUNTY, TEXAS
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Registered Prof. Land Surveyor
Texas Registration Mo. 1907




