District 1 oA gl 1
1625 N Frencl ER 1 “s, %@ &E} S‘Fate OfNCW Mexico Form C-141
District 1] 5 - - Energy Minerals and Natural Resources Revised October 10, 2003

ue, nesxa, NM 88210

1301 W Grand A€ . . L.
District 111 2008 Qil Conservation Division Submut 2 Copies to appropriate
1000 Rio Brazos Road, Azkt, 7410+ ) hSt. F is D District Office in accordance
Distriet 1V 1220 South St. Francis Dr. with Rule 116 on back
1220 S St Frangss D - Santa Fe, NM 87505 side of form
; elease Notification and Corrective Action :
OPERATOR DX nitial Ropoge”X Final Re

Name of Company Yates Petroleum Corporation Contact Mike Stubblefield N— ~
| Address 103 South 4" Street, Arfesia, N.M, 88210 Telephone No. 505-748-4500 505-513-1712
(Facility Name Merle State Unit #9 30-025-38185 ——— Facility Type Drilling well.
[ Surface Owner State | Mineral Owner. State | Lease No.

LOCATION OF RELEASE
Unit Letter Section | Township | Range | Feet from the North/South Line Feet from the East/West Line | County
E 24 10s 34e 1650° FNL 330° FWL Lea
Latitude __ Longiiude
NATURE OF RELEASE
Type of Release Drilling fluids Volume of Release 200-300 bbls Volume Recovered 270
Source of Release. Drilling reserve pit Date and Hour of Occurrence Date and Hour of Discovery
3/19/2008 3:00 am . 3//2008 3:00am
Was Immediate Notice Given? If YES, To Whom? Larry Johnson
Yes X No  Not Required
By Whom? Mike Stubblefield Date and Hour 3/25/2008 10:30am
Was a Watercourse Reached? If YES, Volume Impacting the Watercourse.
[ Yes X No

[I"a Watercourse was Impacted, Describe Fully.*

Describe Cause of Problem and Remedial Action Taken.* During the transfer of drilling mud from a steel pit to the middle drilling reserve pit, the volume of the
middle reserve pit was exceeded, the middle reserve pit overflowed onto the drilling location A backhoe was called to the location, the impacted area was the area
around the steel pits & mud pumps. The backhoe recovered 90% of the released mud which was placed back into the drilling reserve pit. The drilling crew
recovered mud using shovels.

Describe Arca Affected and Cleanup Action Taken.

The impacted area was the area around the steel pit closed loop system. The remaining drilling mud was excavated and then placed back mto the drilling pit. This
material was placed into the encapsulation trench during the closure of the drilling pit. The location material was excavated & stockpiled from the P&A location at
the Merle State Unit #9. As per the Work plan approved by NMOCD/Larry Johnson. So1l samples were taken from the impacted area located on the excavated
location and the stockpiled material. Soil samples were submitted to Xenco Laboratories for analysis. Analytical results dated 10/31/2008 received from Xenco
Laboratories reported the Chlorides to be ND for the composite soil sample taken from the excavated location. Chlorides were reported to be 675 ppm for thie
composite soil sample taken from the stockpiled matenal. After approved was obtamned from Larry Johnson part of the stockpiled material was used for the
backfilling of the cleaned out drilling pit at the Merle State Unit #14 The remaining stockpiled material has been moved to the off set location and then will be used
for the construction of lease roads in the same area as the Merle State Unit #9. Analytical attached.

The nearest water information is from a monitor well drilled on 5/21/07 by TalonLPE at the Ut.P 14-10s-34¢ Merle State Unit #3.

The monitor well was TD at 70°. Monitor well found to be dry

Site ranking Depth to ground water - 50°-99°, Wellhead protection area - > 1000°. Distance to surface water body - > 1000" site ranking scotc - 10

[ hereby certify that the information given above is true and complete to the best of ny knowledge and understand that pursuant to NMOCD rules and regulations
all operators are required to report and/or file certain release notifications and perform corrective actions for rcleases which may endanger public health or the
environment. The acceptance of a C-141 report by the NMOCD marked as "Final Report" docs not relieve the operator of hability should their operations have
failed to adequately investigate and remediate contamination that pose a threat to ground water, surface water, human health or the environment. In addition,
NMOCD acceptance of a C-141 report does not relieve the operator of responsibility for comphiance with any other federal, state, or local laws and/or regulations.

Signature: — OIL CONSERVATION DIVISION
MKS&%&{M A G

Printed Name- Mike Stubblefield Approved by District S‘E’NVSIS‘EQ NI 4EN TAL L_NG}NEER

Title: Environmental Regulatory Agent Approval Date. (‘2 . [8 -8 Expiration Date: /‘s——/

E-mail Address. mikes@ypenm.com Conditions of Approval: Ané hed

Date:  11/10/2008 Phone: 505-748-4500 - {W% 20;4

* Attach Additional Sheets If Necessary
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Analytical Report 316129

for

Yates Petroleum Corporation

Project Manager: Robert Asher

Merle State Unit # 9
30-025-38185

31-0OCT-08

12600 West 1-20 East Odessa, ‘i'exas 79763

Texas certification numbers:
Houston, TX T104704215 - Odessa/Midland, TX T104704215-08-TX

Florida certification numbers:
Houston, TX E871002 - Miami, FL E86678 - Tampa, FL E86675
Norcross(Atlanta), GA E87429

South Carolina certification numbers:
Norcross(Atlanta), GA 98015

North Carolina certification numbers:
Norcross(Atlanta), GA 483

Houston - Dallas - San Antonio - Austin - Tampa - Miami - Latin America
Midland - Corpus Christi - Atlanta
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31-OCT-08

Project Manager: Robert Asher
Yates Petroleum Corporation
105 South Fourth St.

Artesia, NM 88210

Reference: XENCO Report No: 316129
Merle State Unit # 9
Project Address: Lea County

Robert Asher:

We are reporting to you the results of the analyses performed on the samples received under the project name
referenced above and identified with the XENCO Report Number 316129, All results being reported under
this Report Number apply to the samples analyzed and properly identified with a Laboratory 1D number.
Subcontracted analyses are identified in this report with either the NELAC certification number of the
subcontract lab in the analyst ID field, or the complete subcontracted report attached to this report.

Unless otherwise noted in a Case Narrative, all data reported in this Analytical Report are in compliance with
NELAC standards. Estimation of data uncertainty for this report is found in the quality control section of this
report unless otherwise noted. Should insufficient sample be provided to the laboratory to meet the method
and NELAC Matrix Duplicate and Matrix Spike requirements, then the data will be analyzed, evaluated and
reported using all other available quality control measures.

The validity and integrity of this report will remain intact as long as it is accompanied by this letter and
reproduced in full, unless written approval is granted by XENCO Laboratories. This report will be filed for at
least 5 years in our archives after which time it will be destroyed without further notice, unless otherwise
arranged with you. The samples received, and described as recorded in Report No. 316129 will be filed for
60 days, and after that time they will be properly disposed without further notice, unless otherwise arranged
with you. We reserve the right to return to you any unused samples, extracts or solutions related to them if we
consider so necessary (e.g., samples identified as hazardous waste, sample sizes exceeding analytical standard
practices, controlled substances under regulated protocols, etc).

We thank you for selecting XENCO Laboratories to serve your analytical needs. If you have any questions
concerning this report, please feel free to contact us at any time.

Respectfully,

Brent Barron, 11
Odessa Laboratory Manager
Recipient of the Prestigious Small Business Administration Award of Excellence in 1994.

Certified and approved by numerous States and Agencies.
A Small Business and Minority Status Company that delivers SERVICE and QUALITY

Houston - Dallas - San Antonio - Austin - Tampa - Miami - Atlanta - Corpus Christi - Latin Amernica
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Sample Id

GS/Comp-001
GS/Comp-002

Sample Cross Reference 316129

Yates Petroleum Corporation, Artesia, NM
Merle State Unit # 9

Matrix Date Collected Sample Depth Lab Sample Id
S Oct-29-08 11:34 1-1ft 316129-001
S Oct-29-08 11:43 1-1ft 316129-002
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Project Id: 30-025-38185
Contact: Robert Asher
Project Location: Lea County

Certificate of Analysis Summary 316129
Yates Petroleum Corporation, Artesia, NM
Project Name: Merle State Unit# 9

Date Received in Lab:  Thu Oct-30-08 10 15 am
Report Date:  31-OCT-08
Project Manager: Brent Barron, Il

Lab 1d: 316129-001 316129-002
. Field Id:|  GS/Comp-001 GS/Comp-002
Analysis Requested P b
Depth: 1-1 ft 1-1 ft
Matrix: SOIL SOIL
Sampled:|  Oct-29-08 11 34 Oct-29-08 11 43
Anions by EPA 300/300.1 Extracted:
Analpzed-|  Oct-30-08 13 40 Oct-30-08 13 40
Units/RL: mg/kg RL mg/kg RL
Chlorde ND 500 675 250

This anahvical report and the enure data packagc it represents has been made for vour exclusive and confidential use

The mterpy and results exp d { this analy tical report represent the best judgment of XENCO Laboratories
XENCO Laboratorics assumes no responsibility and makes no warrants 1o the end use of the data hereby presented

QOur liabihts 1s Limuted to the amount invoiced for this work order unless otherwise agreed to in writing

Since 1990 Houston - Dallas - San Antonio - Austin - Tampa - Miamn - Laun America - Atlanta - Corpus Christi

Page 4 of 10

yﬁ?

s Brent Barron

Odessa Laboratory Director



( Flagging Criteria )

X In our quality control review of the data a QC deficiency was observed and flagged as noted. MS/MSD
recoveries were found to be outside of the laboratory control limits due to possible matrix /chemical
interference, or a concentration of target analyte high enough to effect the recovery of the spike
concentration, This condition could also effect the relative percent difference in the MS/MSD.

B A target analyte or common laboratory contaminant was identified in the method blank. Its presence
indicates possible field or laboratory contamination.

D The sample(s) were diluted due to targets detected over the highest point of the calibration curve, or due to
matrix interference. Dilution factors are included in the final results. The result is from a diluted sample.

E The data exceeds the upper calibration limit; therefore, the concentration is reported as estimated.

F RPD exceeded lab control limits.

J The target analyte was positively identified below the MQL(PQL) and above the SQL(MDL).

U Analyte was not detected.

L The LCS data for this analytical batch was reported below the laboratory control limits for this analyte.
The department supervisor and QA Director reviewed data. The samples were either reanalyzed or flagged
as estimated concentrations.

H The LCS data for this analytical batch was reported above the laboratory control limits. Supporting QC

Data were reviewed by the Department Supervisor and QA Director. Data were determined to be valid
for reporting.

K Sample analyzed outside of recommended hold time.

* Qutside XENCO'S scope of NELAC Accreditation

Recipient of the Prestigious Small Business Administration Award of Excellence in 1994.
Certified and approved by numerous States and Agencies.
A Small Business and Minority Status Company that delivers SERVICE and QUALITY

Houston - Dallas - San Antonio - Austin - Tampa - Miami - Atlanta - Corpus Christi - Latin America

11381 Meadowglen Lane Suite L Houston, Tx 77082-2647
9701 Harry Hines Blvd , Dallas, TX 75220

5332 Blackberry Drive, Suite 104, San Antonio, TX 78238
2505 N Falkenburg Rd , Tampa, FL 33619

5757 NW 158th St, Miam1 Lakes, FL 33014

6017 Financial Dr , Norcross, GA 30071
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Phone

(281) 589-0692
(214) 902 0300
(210) 509-3334
(813) 620-2000
(305) 823-8500
(770) 449-8800

Fax
(281) 589-0695
(214)351-9139
(210) 509-3335
(813) 620-2033
(305) 823-8555
(770) 449-5477



Blank Spike Recovery |

Work Order #: 316129

Lab Batch #: 738696

Date Analyzed: 10/30/2008
Reporting Units: mg/kg

Sample: 738696-1-BKS

Date Prepared: 10/30/2008

Project Name: Merle State Unit # 9

Project 1D:

Matrix: Solid

g“‘ “S\’Zoﬁa
gk
S

TR
Jnelae

it

30-025-38185

Analyst: LATCOR

Batch #: | BLANK /BLANK SPIKE RECOVERY STUDY
Anions by EPA 300/300.1 Blank Spike Blank Blank Control
Result Added Spike Spike Limits Flags
[A] [B] Result %R %R
Analytes [l (D]
Chloride ND 100 961 96 75-125

Blank Spike Recovery [D] = 100*[C)/[B]
All results are based on MDL and vahdated for QC purposes
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( Form 3 - MS Recoveries |
Project Name: Merle State Unit # 9 ?iﬂé‘&@f

Work Order #: 316129

Lab Batch #: 738696 Project ID: 30-025-38185

Date Analyzed: 10/30/2008 Date Prepared:  10/30/2008 Analyst: LATCOR

QC- Sample ID: 316119-001 S Batch #: 1 Matrix: Soil

Reporting Units: mg/kg MATRIX / MATRIX SPIKE RECOVERY STUDY

Inorganic Anions by EPA 300 Parent Spiked Sampld Control
Sample Spike Result %R Limits Flag
Result Added [l (D] %R
Analytes [A] Bl
Chloride 316 100 149 117 75-125

Matrix Spike Percent Recovery {D] = 100*(C-A)/B
Relative Percent Difference [E] = 200*(C-A)/(C+B)
Al Results are based on MDL and Validated for QC Purposes
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le Duplicate Recovery

Project Name: Merle State Unit # 9
Work Order #: 316129

Lab Batch #: 738696 Project ID:; 30-025-38185
Date Analyzed: 10/30/2008 Date Prepared:  10/30/2008 Analyst: LATCOR
QC- Sample ID: 316119-001 D Batch #: 1 Matrix: Soil
Reporting Units: mg/kg SAMPLE / SAMPLE DUPLICATE RECOVERY
Anions by EPA 300/300.1 Parent Sample| ~ Sample Control
Result Duplicate RPD Limits Flag
|1A] Result %RPD
Analyte B]

Chlonde 316 289 9 20

Spike Relative Difference RPD 200 * | (B-A)/(B+A) |
All Results are based on MDL and validated for QC purposes
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01 J0 6 8bed

Eﬁvironmental Lab of Texas

Project Manager  Robert Asher

CHAIN OF CUSTODY RECORD AND ANALYSIS REQUEST

Phone’ 432-883-1800
Fax' 4326631713

42600 West -20 East
Odessa, Texas 79766

Company Name  Yates Petroleum Corporahon

Company Address 105 South 4th Street

City/State/Zip Artesia, NM_ 88210

Telephone No 505-748-4217

Fax No

Sampler Signature ( 2«)—*@ C\} . e-mai

S505-748-4662

boba@ypecnm com

Project Nams Merie State Und #9

Project# 30-025-38185

Projeat Loc L 8a County

PO# 105832

ReportFormat [X]sundas  LJTRRP [ _Jnpots

Analyze For
(lab use anly) TCLP 3
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[
Spacial Instructions Chlorides Only 24 HR TAT PLEASE. Thank you Laboratory Comments
Sample Contemers Intact? ® N
VOCs Fres of Headspace? Y [
Reinauwshed by Tate Teve JRecerved by Tate Time  JLabels on container(s) g N
Custody saels on cortwner(s) N
o ssrer (CR /W4 ¢ o | tomms | zarew Custody seals on colerts) g
Relinquishad &y v Date Time Recenad by Date Time  |Sempte Hand Delrvered N
by Sampfer/Client Rep 7 Y N
bCouner? | UPS  DHL @ Lone Star
Rehquished by Tate Time  |Recened by ELOT Date Time 2 19 ta s
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Environmental Lab of Texas
Variance/ Corrective Action Report- Sample Log-In

Chent \{ O\\Q-ﬂ Q@\\(D\QO\N\

Date/ Time \O :‘J_O OS \O \6
Lab 1D # PAVATAY
Inals QL

Sample Recelpt Checklist

Cliant imitials
#1 _Temperature of contaner/ cooler? ¥ No -\ O °¢C
#2_ Shipping contamner in good condttion? es No
#3 _ Custody Seals intact on shipping container/ cooler? L) No Not Present
#4  Custody Seals intact on sample botlies/ container? No Nat Present
#5 _ Cham of Custody present? Ve No
#6  Sample instructions complete of Chain of Gustody? XES No
#7__Chain of Custody signed when reunguished/ received? ew No
[#8 Chain of Custody agrees with sample label{s)? No D written on Cont / Lig
#9_ Contaner label(s) legible and intact? Qes’ No Not Applicable
#10_Sample matrix/ properties agree with Chain of Custody? ey No |
#11_ Containers supplied by ELOT? Yed No i
#12_Sampies in proper container/ bottle? %@ No See Below \
#13 Samples propetly preserved”? § No See Below
#14_ Sample bottles intact? Yes) No -
#15 Preservations documented on Chain of Custody? No
#16 _Containers documented on Chain of Custody? Yes No
#17 Sufficient sample amount for indicated test(s)? ¥es No See Balow
#18  All samples receivad within sufficient hold time? (e9 No See Below
#13  Subcontract of sample(s)? Yes No (Nﬁﬁ{ﬁ)‘@le
#20_VOC samples have zero headspace? Yes No NotApplicable

Variance Documentation
Contact Contacted by Date/ Time
Regarding
Corrective Action Taken
Check 2l that Apply. O See aftached e-maill fax
0 Client understands and would fika to proceed with analysis
[} Cooling process had bagun shortly after sampling event
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