NOTICE OF HEARING on Water Permit Application Nos. 2685-2 and 2686-2 to Appropriate Water for
Powertech (USA) Inc.

Notice is given that Powertech (USA) Inc., c/o Richard Blubaugh, 5575 DTC Parkway Suite #140, Greenwood
Village CO 80111 has filed two applications for water permits for primarily industrial use in a uranium in-situ
mining project called the Dewey-Burdock Project located in Custer and Fall River Counties. The Dewey-Burdock
Project area (project area) encompasses approximately 10,580 acres including portions of Sections 1 through 5, 10
through 12, and 14 through 15 in T7S, R1E and Sections 20 through 21, and 27 through 35 in T6S, R1E, Black
Hills Meridian.

Project Overview: Powertech (USA) proposes to recover uranium by a method known as in-situ recovery, or ISR,
in which groundwater from the formation containing uranium (the Inyan Kara Group) is pumped to the surface
from a field of wells, fortified with oxygen and carbon dioxide, and recirculated through the formation. The
oxidized groundwater changes the uranium to a soluble form and is pumped to the surface, where uranium is
removed from the solution. ISR circulates water through the uranium ore zone. Only a small fraction of the water
is a net withdrawal because most water is recirculated back through the ore zone. A portion of the water
extracted from the Inyan Kara Aquifer will be “bled off” to maintain a cone of depression so native groundwater
continually flows toward the center of the production zone. Production bleed rates may vary in the range of 0.5 to
3 percent over the life of the project. Restoration bleed rates up to 17 percent may be used briefly but would be
limited to well fields undergoing aquifer restoration. The ISR process is repeated until the economic reserves of
uranium are fully removed from that particular well field. The process moves to another well field, and the
uranium depleted well field is restored by continuing to circulate clean water through the wells until the water is
similar in quality to the water that existed in the formation prior to the ISR operations. Most of the water removed
from the Inyan Kara Aquifer during the ISR process is recirculated and re-injected through the well field, resulting
in the net consumptive use of water being a small portion of the gross withdrawal rate. Most of the water used in
the ISR operations will be obtained from the Inyan Kara Group. However, Powertech (USA) plans to use water
from the Madison Aquifer to make up for water that is not provided from the ISR process. The amount of “make-
up” from the Madison Aquifer will depend upon the water disposal method which is either deep disposal well or
land application. The use of water from these two formations necessitates obtaining water permits from each
source. The applications listed below describe the proposed points of diversion, amount of water to be used, the
maximum annual diversion rate and annual volume that may be diverted. The eastern portion of the project area is
known as the Burdock area. It will include a series of ISR well fields and a central processing plant. The western
portion of the project area is the Dewey area which will include ISR well fields and a satellite processing plant.

Each application, Water Rights Program staff report and Chief Engineer’s recommendation may be viewed on-line
at http://denr.sd.gov/Powertech.aspx.

Water Permit Application No. 2685-2 proposes to appropriate and place to beneficial use up to 1.228 cubic feet of
water per second (cfs) with an annual consumptive use up to 888.8 acre feet of water annually from up to two or
more wells completed into the Madison Aquifer at an approximate depth between 2,700 to 3,400 feet. The
instantaneous peak diversion rate of 1.228 cubic feet of water per second (cfs) equates to 551 gallons per minute
(gpm). The wells are to be located in the NW ¥ NW ¥4 Section 32, T6S, R1E and the NW ¥ NE ¥4 Section 11,
T7S, R1E. Madison Aquifer water is primarily proposed for aquifer restoration following in-situ recovery but also
may serve as the general facility water supply including the central processing plant, satellite plant and for
domestic and livestock use for area landowners inside and near the project area.

The required yield may be obtained from one Madison well or several wells dependent on a number of factors.
Powertech (USA) listed two potential well locations on this water permit application, one in the Dewey portion of
the project and one in the Burdock portion. The final decision as to number and location of wells will depend upon
water requirements, well yield, water quality and economic factors.

Pursuant to SDCL 46-2A-2, the Chief Engineer recommends APPROVAL of Application No. 2685-2 subject to a
20-year term limitation because 1) although evidence is not available to justify issuing the permit without a 20-year



term limitation, there is reasonable probability that there is unappropriated water available, 2) the proposed
diversion can be developed without unlawful impairment of existing rights, 3) the proposed use is a beneficial use
and 4) it is in the public interest.

Water Permit Application No. 2686-2 proposes to appropriate and place to beneficial use up to 18.938 cfs limited
to an annual consumptive use volume up to 274.2 acre feet of water (equivalent to 0.38 cfs or 170 gpm) from
multiple wells completed into the Inyan Kara aquifer at a depth between 200 to 800 feet. The wells will be located
within the project area as defined in the first paragraph of this notice of hearing. The application is for a gross
withdrawal (flow) rate of 18.938 cfs which equates to 8,500 gpm. The net consumptive use of water is a small
portion of the gross withdrawal rate. Approximately two percent of the water is “bled off” during the process in
order to maintain flow gradients toward the center of the well field. The remaining approximately ninety eight
percent of the water is recirculated and continuously re-injected as part of the ISR process. The maximum net
withdrawal rate equates to 0.38 cfs (170 gpm) from the Inyan Aquifer for an annual volume of up to 274.2 acre
feet of water annually consumptively removed from the aquifer during the project.

Uranium recovery operations will continue for approximately 7 to 20 years. A typical well field grid of Inyan
Kara wells consists of a 100 by 100 foot grid with one production well in the center and four surrounding wells for
injection into the ore body. The well pattern may differ from well field to well field and be modified as needed to
fit the characteristics of each ore body. Well fields will be completed along the various uranium zones. Current
development plans include construction of approximately 600 ISR production wells in the Dewey portion of the
project area and 900 ISR production wells in the Burdock portion of the project area. The maximum number of
production wells in operation at any one time within the entire project area including production and restoration is
1,000 wells. Based on the project life and number of production wells scheduled as the well fields are developed,
Powertech (USA) anticipates requesting a future permit amendment for an extension of the five year construction
period pursuant to SDCL 46-2A-8. Powertech (USA) will provide an annual diversion report to DENR describing
the number and location of pumping production wells. This report will include request for change in the number
and designated locations of pumping wells pursuant to SDCL 46-5-13.1. This statute allows for the location of
point of diversion or additional points of diversion to be approved without application or publication if the wells
are completed into the same source, no additional water is appropriated and the Chief Engineer makes a finding
that the change does not increase the potential for interference with existing diversions.

Pursuant to SDCL 46-2A-2, the Chief Engineer recommends Approval of Application No. 2686-2 because 1)
unappropriated water is available, 2) existing rights will not be unlawfully impaired, 3) it is a beneficial use of
water, and 4) it is in the public interest.

SDCL 46-2A-4(10) provides that “if the applicant does not contest the recommendation of the Chief Engineer and
no petition to oppose the application is received, the Chief Engineer shall act on the application pursuant to the
Chief Engineer’s recommendation and no hearing may be held before the board, unless the Chief Engineer makes
a finding that an application, even if uncontested, presents important issues of public policy or public interest that
should be heard by the board.” In this case, the Chief Engineer finds that these applications present important
issues of public interest that should be heard by the Water Management Board.

The Water Management Board will consider these applications at 8:30 AM on December 5, 2012 in the Matthew
Training Center, 523 E. Capitol Ave. Pierre SD. The Chief Engineer's recommendation is not final or binding
upon the Board. The Board is authorized to 1) approve, 2) approve with qualifications, 3) defer, or 4) deny these
applications based on the facts presented at the public hearing.

Any interested person who intends to participate in the hearing shall file a petition to oppose or support the
applications and the petition shall be filed with BOTH the applicant and Chief Engineer. The applicant must also
file a petition if opposed to the Chief Engineer's recommendation. The Chief Engineer's address is "Water Rights
Program, Foss Building, 523 E Capitol, Pierre SD 57501 (605 773-3352)" and the applicant's mailing address is
given above. A petition filed by either an interested person or the applicant must be filed by November 26, 2012.
The petition may be informal, but shall be in writing and shall include a statement describing the petitioner's



interest in either application, the petitioner's reasons for opposing or supporting either application, and the
signature and mailing address of the petitioner or the petitioner's legal counsel, if legal counsel is obtained. The
hearing is an adversary proceeding and any party has the right to be present at the hearing and to be represented by
a lawyer. These and other due process rights will be forfeited if they are not exercised at the hearing and decisions
of the Board may be appealed to the Circuit Court and State Supreme Court as provided by law.

The December 5, 2012 hearing date will be automatically delayed for at least 20 days upon written request to the
Chief Engineer from the applicant or any person who has filed a petition to oppose or support either application.
The request for an automatic delay must be filed by November 26, 2012. If an automatic delay is requested, the
hearing will be rescheduled for a future Board meeting and personal notice will be provided to all petitioners
regarding the time, date and location.

Contact Eric Gronlund by November 26, 2012, at the above Chief Engineer’s address to request copies of the staff
reports, recommendations, applications or other information. Additionally each application, Water Rights Program
staff report and Chief Engineer’s recommendation may be viewed on-line at http://denr.sd.gov/Powertech.aspx.
Notice is given to individuals with disabilities that this hearing is being held in a physically accessible place. Please
notify the Department of Environment and Natural Resources at least 48 hours before the hearing if you have a
disability for which special arrangements must be made at the hearing. The telephone number for making
arrangements is (605) 773-3352.

Under SDCL 1-26-17(7) notices must state that “if the amount in controversy exceeds $2,500.00 or if a property right
may be terminated, any party to the contested case may require the agency to use the Office of Hearing Examiners by
giving notice of the request to the agency no later than ten days after service of a notice of hearing issued pursuant to
SDCL 1-26-17.” This is a Notice of Hearing, service is being provided by publication, and the applicable date to give
notice to the Chief Engineer is November 26, 2012. However, since this particular matter involves water permit
applications and not a monetary controversy in excess of $2,500.00 or termination of a property right the Chief
Engineer disputes the applicability of this provision and maintains that the hearing must be conducted by the Board.

The legal authority and jurisdiction under which the hearing is to be held are the following as applicable: SDCL 1-26-
16 thru 1-26-28; SDCL 46-1-1 thru 46-1-9, 46-1-14 thru 46-1-16; 46-2-3.1, 46-2-9, 46-2-11, 46-2-17; 46-2A-1
thru 46-2A-10, 46-2A-14, 46-2A-15; 46-5-6.11, 46-5-10 thru 46-5-13, 46-5-30 thru 46-5-30.3, 46-5-32; 46-6-3,
46-6-3.1, 46-6-6.1, 46-6-10, 46-6-26; and Board rules ARSD 74:02:01:01 thru 74:02:01:15.

The particular section of statutes and rules pertaining to these permit applications are, in addition to the above, the
following: SDCL 46-2A-9, 46-6-3.1, 46-2A-15, 46-2A-20, 46-2A-21 46-5-10 thru 46-5-13.1, 46-5-26, 46-6-10,
46-6-26; the above listed administrative rules and the following rules pertaining to qualifications recommended by
the Chief Engineer: ARSD Chapter 74:02:01 and 74:02:04.



