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November 3, 2006

Mr. John Bemis

Assistant Commissioner for Mineral Resources
State of New Mexico Commissioner of Public Lands
P. O.Box 1148

Santa Fe, NM 87504-1148

Re:  New Mexico State Land Office Surface Improvement
Damage Bond No. RLB0002235 (OGB-561)
Principals: Maralo, LLC and Lowe Partners, LP

Dear Mr. Bemis:

, This letter is a formal request by Maralo, LLC and Lowe Parmers, LP (“Maralo/Lowe") for relcasc of the

referenced bond, a copy of which is enclosed.

Ma'ralo/Lowe sold all working intérests and transferred operatorship of their properties in New Mexico to
COG Operating LLC effective September 1, 2004, COG Operating LLC has replaced our bond no.
RLB0002235 with their bond no. BO01316.

Also enclosed is 8 copy of the Order of Dismissal signed by the presiding judge in Anthony v. Maralo, LLC,
et al, Cause No. D-0101-CV-2005-00910, cvidencing fulfillment of all obligations and responsibilities of
Maralo, LLC relative to contamination that existed at the site of the Humble State Well #3, located in Unit
A, Section 36, Township 25 South, Renge 36 East, Lea County, New Mexico.

If you have any questions or need additional information, please contact me toll-free at (888) 847-2853, ext.
204 or by e-mail at kathynorberg@maralo.com.

Very truly yours,

Kathy Norberg W
Land Department

enclosures: 2

oc: RLI hmhnce Company
8 Greenway Plaza, Suite 400
Houston, TX 77046

John L, Wortham & Son, LP
P. O.Box 1388 ‘
Houston, Texas 77251-1388

Maralo, LLC / 5151 San Felips Suité 400 /AHousmn. Texas 7705B6-3807 / [713) 822-5420
Fax (713} 880-1872
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JAY ANTHONY, Individually aud as Assignee
of Clarene Bishop and JAMIE ANTHONY,

| Pladntish,
V. '

No. D-0101-CV-2005:00910

TEXACO EXPLORATION AND
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COMPANY, SOUTHWEST ROYALTIES,
INC., MARALD, LLC, TEXAS-NEW
MEXICO PIPE LINE COMPANY, SHELL
; PIPELINE G:P, LL.C., B.P, AMERICA
| PRODUCTION COMPANY and FULFER

ON WOb WD <OA T AWV W WY D2 407 &P 6O 03 KON LI o <O0a 7 Q2 B oD

OIL & CATTLE COMPANY,LL.C,
ORDER FOR DISMISSAL
Ve g fob ' ,
Onthis the 37 dayof _Jc/rbrr __,2006,qmeon!oroonsideuﬁonthn
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It ix, therefore, ORDERED, ADJUDGED wd DECREED that the action of Plaiatiffs, Jay
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Defndant, Maralo, LL.C. be, and is in all things dismissed from this suit. All costs incurred are
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PATRICK H. LYONS S tfzt‘f of New Mexico COMMISSIONER'S OFFICE
COMMISSIONER Commissioner of Public Lands Phone (505) 827-5760
310 OLD SANTA FE TRAIL Fax (505) 827-5766
P.O.BOX 1148 www.nmslatelands.org
SANTA FE, NEW MEXICO 87504-1148
gD
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February 11, 2005 povL i) o WM
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Maralo, LLC 2200 LY ()O
5151 San Felipe, Suite 400 NV
Houston, TX 77056-3607

Attn; Kathy Norberg

Re:  Release of Surface Improvement Damage Bond OGB-561
RLI Insurance Bond No. RLB0002235
Lowe Partners, LP and Maralo, LLC

Dear Ms. Norberg;
We must deny your request of February 7, 2005 for release of the referenced bond.

On December 9, 2004 the Oil Conservation Commission issusd Order No. R-12152-A in
Case No. 13142 De Novo. By that order, Maralo LLC is required to perform certain tasks
concerning contamination existing at the site of the Humble State Well #3, located in
Unit A, Section 36, Township 25 South, Range 36 East, Lea County, New Mexico. The
site and associated facilities are located on state trust land,

Until Marelo, Inc has fully complied with the Order to:

¢ obtain approval from the Oil Conservation Division Environmental Bureau for a
gal:x} to delineate the extent of the contamination at the site and its associated

ilities;

o complete activities including a report, necessary to delineate all the
contamination of the site, including determination of possible ground water
contamination,;
obtain approval for a plan to remediate the contamination; and
complete the physical tasks required in the remediation plan,

we cannot release the bond.

If you have any questions, mgt our b?nd administrator, Vxlla, at
(505) 827-5789— le% ?'( '33 eyS’ \? )
){UM C‘-’(""'(”“' W'H'\ SM‘?( 3(’
AV 4gua & ahecl MO-’:' e ur(’.A
6“‘, b hi’f ‘;./i”"v? I
WA g iand Oftice Benefictinids - (4 N
Camie Tingley Hosplial » Chariable Penal & Reform ¢ Common Schools  Eastary NM Unlvenhy . No Orande lmprovement » Miners' Hospital of NM  oNM Boys
8chool @ NM Highlands University ® NM Instituca of Mining & Technology ¢ New Mexico Military InstitriseNM School far tha Deal ® NM School for the Vievally

Handicappad ® NM Stte Hospltal ® New Mexico Sute University # Northern NM Community College @ Mmuwy Of New Menico @ Public Buiklings at Capiial @ State
Pack Commission @ Universlty of New Mexico @ UNM Saline Lands 8 Water Reservolrs ® Western New Mexico Univenity
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Maralo, LLC

February 11, 2005
Denial of Bond Release
Page 2

Sincerely, :

John Bemis
Assistant Commissioner for Mineral Resources

TB/TB/jb

Cc:  RLI Insurance Company
8 Greenway Plaza, Suite 400
Houston, TX 77046

John L. Wortham & Son, LP
PO, Box 1388
Houston, TX 77251-1388

Roger Anderson, Environmental Bureau Chief
Qil Conservation Division

1220 South St. Francis Drive

Santa Fe, NM 87505

No. 1136

7




STATE OF NEW MEXICO
ENERGY, MINERALS AND NATURAL RESOURCES DEPARTMENT
OIL CONSERVATION COMMISSION

CASE NO. 13142
De Nove

APPLICATION OF THE NEW MEXICO OIL CONSERVATION DIVISION,
THROUGH THE ENVIRONMENTAL BUREAU CHIEF, FOR AN ORDER
REQUIRING MARALO, LLC TO REMEDIATE HYDROCARBON
CONTAMINATION AT AN ABANDONED WELL AND BATTERY SITE; LEA
COUNTY, NEW MEXICO.

Order No. R-12152-A

DECISION OF THE COMMISSION

This matter comes before the Oil Conservation Commission (OCC) on
Application of the Environmental Bureau Chief of the Oil Conservation Division
(Division or OCD) for an Order requiring Maralo, LLC to remediate hydrocarbon
contamination at an abandoned well and battery site in Lea County, New Mexico. The
Commission held a hearing on the Application in Santa Fe on November 10, 2004, at
which both parties were represented by counsel and Jay Anthony, the surface owner of
the site at issue, was also represented by counsel. The Commission having considered
the pleadings and evidence ofrecord, the testimony of witnesses before it, the applicable
law and rules, the arguments of counsel, and being fully advised in the matter, finds that:

I. The Commission has jurisdiction of the matter pursuant to Section 70-2-13,
NMSA 1978, on appeal to the Commission. The matter was heard de novo based
on the issues raised in the following Amended Application:

AMENDED APPLICATION
EFOR ORDER DIRECTING REMEDIATION

1. Maralo, LLC ("Maralo") is the current operator of record of the
Humble State Well No. 3 (APl No. 30-025-09831) and associated tank
battery and pits, located in Unit A, Section 36, Township 25 South, Range
36 East, Lea County, New Mexico (“the site").

2, Ralph Lowe drilled the Humble State Well No. 3 in 1945 and
operated the well and the associated tank battery and pits unt? his death.

3.  Mr. Lowe's daughter, Mary Ralph Lowe, was one of the organizers
of "Maralo, Inc.,” which replaced Ralph Lowe as operator of record forthe
wellin 1974. Aooording to records filed with the Oi Conservation Division
("OCD"), "Maralo, Inc.” plugged and abandoned the Humble State Well
No. 3 in 1988.
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4, in 1999, the OCD approved a request for an operator name
change from “"Maralo, Inc." to “Maralo, LLC." "Maralo, LLC" is registered
to do business in New Mexico under SCC number 2017929. The Pubiic
Regulation Commission web site shows no listing for "Maralo, Inc.”

5. The OCD's Environmental Bureau began an investigation of the
Humble State Well No. 3 and associated tank battery and pits in response
to the surface owner's complaint that water samples taken from a water
well adjacent to the tank battery showed elevated levels of chlorides.

6. At the time of the Environmental Bureau's initial site inspection in
2001 the tank or tanks used at the battery site had been removed. OCD
inspectors observed chunks of petroleum contaminated soil ranging from
smaller pieces up to softball size or larger covering an area surmounding
the foimer tank battery. it appeared to the inspectors that the materiaf
had been spread across or disked across the area.

7. OCD inspectors observed three unlined pits at the site. One pit,
approximately 75’ square, is located to the south of the former tank
battery. Two pits, each approximately 150’ square, are located to the
west of the former tank battery. OCD inspectors observed a fim of hard
oil-contaminated soils around each of the three pits. It appeared to the
inspectors that the pits had been covered or buried, but that the oil had
resurfaced around the rims.

8. Water samples taken by OQCD inspectors from the water well at
the site confirmed some chioride contamination of groundwater above the
New Mexico Water Quality Contro} Commission standard, but did not
show petroleum contamination of the water.

9. In 2001, OCD investigators collected one sol sample from the
surface of the tank battery area, and five samples from the pits at depths
ranging from zero to 8 feet. Laboratory analysis of the soil samples
showed negligble levels of chlorides. However, the soil sample taken in
2001 at a level of zero ta 12 inches in the area of the tank battery showed
35,700 mg/Kg of total petroleum hydrocarbons (TPH) and 0.685 mg/Kg of
xylene; the soll sample taken from the surface of one of the pits contained
23,900 mg/Kg of TPH; and a sol sample taken from one of the pits at a
depth of three to four feet contained 20,900 mg/Kg TPH.

10. In 2002, OCD investigators retumed to take additional soil
samples at depths ranging from 2 feet to 27 feet. Again, laboratory
analysis of the sol samples showed negligble levels of chiorides.
Laboratory analysis of soil samples taken from two locations at the site
contained up to 25,400 mg/Kg of total pefroleum hydrocarbons (TPH); up
to 0.179 mg/Kg of benzene; up to 0.432 mg/Kg of ethylbenzene; and up
to 0.921 mg/Kg of xylene.

11.  According to testimony from a former Lowe/Maralo employee at
the division hearing in this matter, Ralph Lowe used the pits to dispose of
produced water unti 1968, and the water, although low in chiorides,
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contained oil in emulsion. The employee also testified that the ol tanks at
the battery site had overflowed on occasion.

12. The Oil and Gas Act, Chapter 70, Article 2 NMSA 1978 ("the Act”),
grants the Commission and the OCD broad enforcement powers,
including “jurisdiction, authority and control of and over all persons,
matters or things necessary or proper to enforce effectively the provisions
of this act or any other law of this state relating to the conservation of oil
orges..." Section 70-2-6, NMSA 1978. Similar language has described
the powers of the Commission since its creation in 1935. See Laws,
1935, ch. 72, Section 4.

13. Rule 313 {19.15.5.313 NMAC] provides:

Wells producing ol shall be operated in such a manner as will reduce as
much as practicable the formation of emulsion and basic sediments.
These substal and tank bottoms shall not be allowed to polute fre
waters or cause surface damage. (Emphasis added.)

This prohibition has been in effect since 1935. See Oil Conservation
Commission of New Mexico Order No. 4, rule 16.

14. Rule 310A [19.155.310.A NMAC] provides in relevant part as
follows:

Ol shall not be stored or retained in earthen reservoirs, or in open
recepiacles.

This prohibition has been in effect since 1935. See Qil Conservation
Commission of New Mexico Order No. 4, rule 15.

16. To enforce Rule 313's prohibition against allowing emulsions to
cause surface damage or poliute fresh waters, and to enforce Rue
310.A’s prohibition against retaining oil in earthen reservoirs or open
receptacles, the Commission should exercise its enforcement powers
under Section 70-2-6 by issuing an order requiing Maralo, the cumrent
operator of record, to remediate the ongoing hydrocarbon contamination
at the site.

16. Altematively, the Commission should order Maralo to remediate
hydrocarbon contamination at the site under one or more of the following
authorities:

a Section 70-2-12(B), NMSA 1978 authorizes the OCD:

to make...orders for the purposes and with respect to the subject matter
stated in this subsection:

'('1-8) to ... do all acts necessary and proper to ... restore and remediate
abandoned well sites and associated production facilities m accordance
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with the provisions of the QOil and Gas Act, the rules and regulations
adopted underthatact ..

(21) to regulate the disposition of nondomestic wastes resulting from the
exploration, development, production or storage of crude ol or natural
gas to protect public health and the environment....

b. Rule 13.B [19.15.1.13.B NMAC] provides:

all operators, contractors, drillers, camiers, gas distributors, service
companies, pipe puling and salvaging contraclors, freating plant
operators or other persons shall at all times conduct their operations in or
related to the driling, equipping, operating, producing, plugging and
abandonment of oil, gas, injection, disposal, and storage wells or other
facliies in a manner that will prevent waste of oil and gas, the
contamination of fresh waters and shall not wastefully utilize ol or gas, or
allow either to leak or escape from a natural reservoir, or from wells,
tanks, containers, pipe or other storage, conduit or operating equipment

c. Rule 202.B(3) {18.15.4.202.8(3) NMAC] requires the operator, no
later than one year after the completion of pligging operations, to take
such measures as are necessary or required by the OCD “to restore the
location to a safe and clean condition.”

d. Rule 116.D [19.15.3.116.D NMAC] provides:

The responsible person must complete division approved comrective
action for releases which endanger public health or the environment.
Releases wil be addressed n accordance with a remediation plan
submitted to and approved by the division or with an abatement plan
submitted in accordance with Section 19 of 19.15.1 NMAC.

17.  Although the statutes and rules cited in paragraph 16, above, took
effect after the date Maralo states it plugged and abandoned the well and
discontinued use of the site, the Commission may apply these statutes
and rules to remediate existing contamination.

WHEREFORE, the Environmental Bureau Chief of the Division
hereby applies to the Commission to enter an order:

A. Diecting Maralo to submit a work plan to remediate
hydrocarbon contamination existing at the Humble State No. 3 site;

B. Upon approval of said work plan by the Environmental
Bureau, to complete remediation of the site in accordance with the work

plan; and

C. For such other and further relief as the Commission deems
just and proper under the circumstances.
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2. The application sets forth several altemative rule violations that could justify an

order for remediation. The Commission needs only to find non-compliance with
one rule to justify such an order.

The Environmental Bureau was present and represented by counsel who
characterized the case as one of responsibility for contamination. Jay Anthony,
the surface owner of the site, was present and represented by counsel who
eftdgcfelu flsfn bjojoh!ggperfn t! god u 1 sbodi fdsfrafe! ypt u f ! dpotbn jolypo/
Maralo was present and represented by counsel who characterized the case as the
retroactive application of standards, a rewriting of the rules, no wrongdoing by
Maralo, and the lease was assigned to another operator therefore Maralo was the
wrong party.

SFWFX {PAQU FIFWEFODF

4,

&/
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Wayne Price, a Senior Environmental Engineer of the Environmental Bureau of
the OCD in Santa Fe, was accepted as an expert based on his education and
experience.

N &' Q§df ! boel pi fPDE H n qrpzf ft Iwtjdeld fitjd!jef oygf efjo! Costhebgi 12! pg
the Application, set out above, after Jay Anthony, the surface owner in the area of
Humble State Well Number 3, made a complaint. Pits and tanks were associated
with this well. Records of the OCD indicated the well and the facilities were
owned and had been operated by Maralo or its predecessors in interest. Visual
inspections indicated surface contamination ofthe soils by hydrocarbons.

Cfhjoojohtjo! 31121 fIP DE !dpoevaieldta!lbuu fitjd/! Tin arftIgpn lu fix bd's
well on the site showed some elevated chlorides above groundwater standards, but
no significant hydrocarbons. Tests of soil samples at various places on the site
including in the area of former pits and tank batteries indicated the presence of
hydrocarbons.

Petroleum hydrocarbons at certain levels can be detrimental to plant and animal
life. Crude oil contains benzene, which is a carcinogen. It also contains BTEX,
an acronym for benzene, toluene, ethyl benzene and m-, p-and o-xylenes. OCD
employees were concerned about the possibility of contaminants entering the
pipeline or aqueduct supplying fresh water to the City of Jal, contaminants
entering watercourses in the area, contaminates entering playa lake beds, and
dpotbn jobott !sf bd joh!hgpvoex bifdjolu flbefbf

OCD guidelines for cleaning up contamination from leaks and spills apply
different standards for the concentration of contaminants that may remain in the
soil depending on the depth to groundwater from the bottom ofthe contamination.
If the distance is less than 50 feet from the lowermost contaminants to
groundwater then the clean up standard is 100 parts per million oftotal petroleum
hydrocarbons (TPH) remaining in the soil. Ifthe distance is 50 to 100 feet, the
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standard is 1000 parts per million. Ifthe distance is more than 100 feet then the
standard is 5000 parts per million. The distance to a water well is also
considered. Ifthe distance from the contaminants to the water well is zero to 200
feet then the clean up standard is 100 parts per million. Ifthe distance is 200 to
1000 feet then the clean up standard is 1000 parts per million. Ifthe distance is
greater than 1000 feet then the standard is 5000 parts per million,

-1 Ui ftfhvjef oftli baf lef f ofjolardfitjodf 12 : 41 Qypsiph byn fIPDE!Igompx fe
one standard allowing no more than 100 parts per million TPH.

. 2N Tpjrhftd! b f 1 P whsif e! boe! joejdad ! v il pd UQl 1vq! ypo! 46811!gbsid ! gf s

- million. Benzene was also found at levels exceeding state groundwater standards.

I At one point in an old pit area the soil was saturated with hydrocarbons. In a field
test, squeezing the soil in a paper towel would result in a liquid stain. Some ofthe
pit areas appeared to be covered with a sandy soil. Covering hydrocarbon
contamination with soil will extend the life of the contamination that might
otherwise dissipate naturally.

11. Boreholes at one pit on the site produced samples at the five-foot level with a
TPH level of approximately 18,000 parts per million and at the 10-foot level
jodf it felyp!36-111igbadgf n jmpo/! Bu2B!dfu 13,000gbat igf n jnypo!boe! bu
lower depths less contamination. Mr. Price testified the pit had obviously had oil
init.

12. Mr. Price also reviewed testing supplied by a consultant to the surface owner that
indicated contamination down to 80 feet.

13. Mr. Price indicated the heaviest contamination found was in the upper area which
gspeberalf ygrigot i i zH f o it lopivi hf tnjpothsx johljold fibef b

25N ¢! Q§f ! joejdod e! jowpjdFt ! ggpwef el cz! N bebrpl! ti px ! bl dpoushdips! gf gpan fe
services for Maralo in 1994 to restore and clean up at the abandoned tank battery.
The well, Humble Number 3, had been plugged in 1988. OCD files do not
indicate that OCD approved the clean up of the tank battery site. Mr. Price
testified the clean up was substandard and that it appeared all that was done was
breaking of'the dirt and then adding more dirt.

15.In order to remediate the site, Mr. Price testified that the total extent of the
contamination must be delineated and then the leachability ofthe material must be
determined to see ifthere will be an impact to groundwater. Some of'the spots of
highest contamination will probably have to be removed, but some could remain
if the material is not leachable and the surface is restored so that it will not
contaminate groundwater in the future. Then the area would grow grass and not
be a threat to people using the surface area for work or recreation.
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16. When questioned by counsel for the surface owner, Mr. Price testified the casing
in a water well could serve as a conduit for contamination to groundwater. He
also said the standard of care for a contaminated site is to clean up to a level that
would support the growth of plants and that has not been done at this site. He also
said he could not rule out the possibility of elevated chlorides in the water well
resulting from the site until the site delineation is complete.

17. Mr. Price also testified that it was the practice of OCD to look to the current
paf sbypstpghi f !t fiplef Isftqpotjerilgoda f Idpoejypolpdii f 1tjf/

18. On cross-cxamination Mr. Price testified that at this time OCD staff was not
alleging groundwater had been contaminated by the site.

19. A comparison of aerial photographs used as exhibits indicated that certain surface
disposal pits existing in 1968 were not in active use in 1977.

20. Mr. Price testified that his evidence of Maralo’s activity at the site was based on
the invoices from the contractor indicating contaminated dirt was treated and
some was removed. He had no direct evidence that Maralo used a surface
disposal pit to store oil or placed tank bottoms or bottom sediments in the pits.

21. Mr. Price testified that all produced water will have some amount of oil in it and
that locations used as surface disposal pits would have some amount of
hydrocarbons in the soil. When asked ifall those sites would have to be cleaned
up Mr. Price indicated they would if they were a threat to public health, the
environment, or groundwater.

22. He stated that the threat to the water ofthe City of Jal was of low probability and
was not an immediate threat.

34/IN 9! QsicF |bhsf f el poldsptt. fybn johijpotu bupaf sjohtbix f mygpsiboz!rfoht fpdijn
would result in some emulsion and basic sediments and that Rule 313 requires
that the operator reduce as much as possible the formation of emulsion and basic
sediments. He did not have sufficient information about Maralo's operations to
criticize the way Maralo operated the wells.

24, Mr, Price understood the Maralo was the current operator at the site. In all
material matters the testimony of Mr. Price was consistent with the OCD
hydrologist appearing before the Division Hearing Examiner.

25. Responding to questions from the Commissioners Mr. Price said that the asphalt-
type material on the surface was not very amenable to bioremediation. It would
have to be broken up and nutrients applied to or it would be there forever, He
also testified that clean up to the 5000 parts per million standard would support
vegetation comparable to the area surrounding the site.
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26. Mr. Price read into the record portions of several documents from the files of the
State Land Office and the documents were admitted without objection. The
documents were assignments ofthe oil and gas lease for the site from Humble Oil
and Refining Company to Ralph Lowe, from Erma Lowe individually and as
independent Executrix and Trustee of the Estate of Ralph Lowe to herself and to
Maralo, Inc., and from the Estate of Erma Lowe and Maralo Merging Corporation
to Lowe Partners, LP. In each document the assignee assumed and agreed to
perform all obligations to the State of New Mexico insofar as the described land is
bof A elboelplep! pu f Sbdd 1k 1 rvjsf elezlu fipghjobrhfit f/! N 91 Qgdf u f olsf be
gpn u floktf Ikt flu £1tf djpolagpwejohlu buu fIrfttff ix jmef jberfilboelqbe!gps
all damages to the range, livestock, growing crops, or improvements caused by
lessee's operations. The base lease was admitted without objection.

27. The "New Mexico State Land Office, Oil and Gas Miscellaneous Instrument
Record Sheet," did not indicate any further assignments ofthe lease.

28. On further questioning from the Commission Mr. Price explained that historical
contamination referenced in the initial complaint from OCD meant the

dpotbn jobypoli belopucf f olbeesft tf e-lovidgspevajpo!paf shjpot li beldf bt f ef

29. Mr. Price indicated that the elevated chlorides in the water well at the site would
be red flag indicating testing would be needed to determine if there might be a
localized source for those chlorides and that would be included in delineation
plan.

30. He further testified that the benzene levels in the soil would exceed groundwater
standards and when that is seen there is a high probability that groundwater may
be contaminated.

31. Mr. Price stated that it appeared the site was a centralized disposal facility for the
wells on the lease and would not be cleaned up until all the wells had been
plugged.

32, Mr. Price testified that it was approximately 200 feet from the surface to
groundwater based on the water well at the edge ofthe southem pit area, the tank
battery area. The soils there are sandy with high permeability and transmissivity.

33. Mr. Price said allowing an operator to plug the wells and leave the site without
taking care of the contamination would open the door for massive contamination
to remain there and contaminate our future groundwater supply. Ifthe operator
did not pay for the clean up then it would be paid for by the people of New
Mexico.

34, Returning to the 1977 aerial photograph, Mr. Price stated that the area at the site
without vegetation would indicate there was contamination at the area in 1977.

Ui jt itjwbigpoldpogov el f1ijn fIpgN ! Gk (gt uwitjutplu f 1tjd 1zf bet I &
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36.

I zespdbecpo! dpoum jolxjpo! x bt witjorfl bl i bl yn fix ju febd | tpimd vol t! pg
asphalty material, oil residue left on the hand when picking up the soil, and the
smell of oil from the soil.  If emulsions were placed into the pits the emulsions

x f<f It Gimivtjohldpoun jobxjpotpaki f 1t vedbdk pcki f 1tjd/

Dorothy Phillips, the OCD plugging bond administrator, provided OCD financial
assurance records showing that Humble State Number 3 had not been transferred
from Maralo to some other operator. The same was true of Shell State A Number
1. Additionally the financial assurance files showed that in 1999 Maralo
requested a name change on its bond from Maralo, Inc. to Maralo, LLC. In 2000
Maralo, LLC added Lowe Partners, LP as an additional principal on the bond.
PDE 'bogggwfelcpt pdu fi Ibdjpot/! Nt/1QE jnjat Hbripld fd felx ju 'pu fsitdod
agencies regarding Lowe Partners and leamned that Erma Lowe and Marolo, Inc.
were its general partners.

Ralph Lowe individually was considered a different entity from Maralo by OCD
o dpeet/

37. Roger C. Anderson, Environmental Bureau Chief for OCD, was accepted as an

expert in oilfield contamination and remediation.

38. OCD's well files for the Humble State Number 3 included a Notice ofIntention to

Drill filed by Ralph Lowe as the operator in 1945. It also includes a Certification
of Compliance and Authorization for Ralph Lowe as the operator in 1945. That
document indicates that tanks were on the lease site, Documents in 1974 indicate
a change of operator from Ralph Lowe to Maralo, Inc. In 1986 and 1987 Maralo,
Inc. filed proposals to plug and abandon the well. A subsequent report was filed
in 1988 on the plugging and abandonment of the Humble State Number 3. No
documents in the file indicated approval by the OCD for any clean up of the tank
battery and pits. Nothing in the well file indicated Hal J. Rasmussen Operating,
Inc. had become the operator. Nor was Southwest Royalties mentioned in the file.

39. Mr. Anderson explained that normally OCD would look to the operator to clean

up contamination at a site. In this case the current operator of record is Maralo,
LLC. Prior to the name change, the operator was Maralo, Inc. Prior to Maralo,
Inc., the operator was Ralph Lowe, now deceased. Lease records at the hearing
indicate the leaseholder is Lowe Partners, LP, and its partners are Maralo and
Fsn biVpx f/

40. Mr. Anderson testified contamination continues at a site until it is cleaned up and

jusfnbjot! bl u sfbd cfdovtf! i f! dpotbn jobou | bef! bakjrberfi godl n jhapol 1p
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site is still a threa
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41.

Mr. Anderson provided a definition of emulsion as a stable dispersion of one
liquid in a second immiscible liquid, such as oil dispersed in water. He stated that
when an oil well is produced, there is enough turbulence to mix oil and water to
create an emulsion. Some of that emulsion would have been included in the
produced water that was carried over into a disposal pit. When the pit was closed
u folbozisf n bjojohlpjriof f et Iplef Ief bif elup! bap) ett vadodf lebn bhf/

53/IN o' Boef & po!fyqrijof el bucttjditfejn foujt pimix bi's! boe!gofjhotn buf sl bu

43,

45.

47.

collects in the bottom of petroleum storage tanks, and is also known as bottoms,
cpupn !tf ujoht-1tfejn f ouboelx bif ! Bldpn n potjoevt izlgsbdijdf ljt lyptn jytu jt
material with sand to stabilize arcas around a tank battery. He also said oil
accumnulations from spills or otherwise cannot be sold and is sediment oil under
Rule 313.

Mr. Anderson says that Maralo is in violation of Rule 313 today because the
i zespdbacpot ! bef 1t grridovt joh!dpoubn jobyjpo!pgti f!tvadbdf /! Jix jridpogovf iplef
in violation until the contamination is cleaned up. Ifit is not cleaned up the rule
will continue to be violated.

. The Commission took administrative notice of its rulemaking records showing

that the language in Rule 313 dates from rules in place as far back as 1935.

OCD records for wells other than the Humble State Number 3 on the lease do
contain references to Rasmussen and Southwest Royalties, but the facilities
associated with Humble State Number 3 are where the contamination is found.

Mr. Anderson testified that once the contamination was identified then OCD
located records in the well file for Humble State Number 3 that reference the tank
battery on the lease. In correspondence Maralo never claimed it was not the
operator of the tank battery facility and did state that it had worked on the site in
the mid-1990s,

Jay Sean Anthony is the ranch owner who initiated the complaint regarding the
Maralo site. He testified that he would like to use the well at the site for cattle. He
said other wells in the area did not have high chloride levels.

59/ f1i beli pafelu fix pd lcz!N babrpljo 1993-94!x pyvre! b ! heltt Iyp! hgx | polu f

49.

site, but after several years it did not.

Maralo offered an exhibit showing the assignment from Maralo to Rasmussen in
1994. It was not an OCD record. According to counsel it transferred all of the
wells on the site and the shallow rights. Maralo retained the right to drill deep
wells,

50. William P. Hunt was an employee of Ralph Lowe and Maralo who retired in

1996. He started out working on drilling rigs and was operations manager when
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he retired. He was familiar with the site from 1958 until 1981. He testified
cfgpsf 1 fIEjwtjpo!l fbgohlFyn jof dboelu fisf dpeeljoejdodit!u It yn pozix bt
similar to that before the Commission,

SLINg! voujef ojgf el f Imdajpolpdibol t-i { b shsf buf - boelu fIx bf slx f mipolu f
tjdn | fitheli f1tyagfelvtjohtt vt lejtqptbrigjd fjo! 2 79!boelx Kt !ypralypidptf
the pits. Produced water went down to Number 1 SWD, the saltwater disposal
well,

6¥INg!! voux pd felgdShrgi IMx f1x i foli flejfeljo 1965.] N bebmp-! Jod! jodwefe
Mary Ralph Lowe, Ralph Lowe's daughter. The leases have been in the Lowe
don jrattjodk i f if berm 1950s.

64/ i jrit N bebrp! Jod't x k! f! pafsbupe! b f! wbol t! x pvre! svo! pufg! Xifoltibu
happened the employees would use a pump to pick up the oil, but it was not
possible to pick up all ofthe oil. The saturated soil was never remediated.

54, Texas-New Mexico pipeline caused the tanks on the site to run over sometimes.

55. Some of the contamination happened while Maralo was on the site.

67/1B! wvd joh! don gbaz! pdl bl ubol | dfbojoh! dpn gboz! gpn 11 pect!  n pwfe! ol
cpupnt/

57. Mr. Hunt approved payment of the clean up efforts contracted for by Maralo in
2 : 51k iti px ofjo!N bexplFyi jju3

58, Mr. Hunt testified that the site looks like it does because some residue oil not
cleaned by the heater treater was there. There is some percentage of oil that could
not be treated out of the water. It would build up in the pits to a point that it
would be picked up and treated again.

6 /'Kpft Quijep! jt ! f! oe! n bohfd gped N kebip! | fix bt ftgpotjerit god dpn gjijoh
Exhibit 9 from Maralo's files. Maralo Exhibit 9B transferred certain rights to
Rasmussen.

60. Mr. Pulido testified that the assignments included in Exhibit 9 were for undivided
interests and did not qualify for record title change with the Land Office. They
assigned only the working interest in certain properties. The State Land Office
records reflect that Lowe Partners would be responsible for activities on the lease
as record title owner and for the requirements in the lease,

61. Mr.! Quijep! fygrhjofe! N bebm-! MVD! jt! u f! paf sogoh! foyue! pd Mox ! Coswof st/
Lowe Partners is the record title owner of the lease. It has a contractual
btjhon f odjoupt | bitShtn vitfolgodu fIg fljodftuemx ol ypl4611id f Ui bljt!opu
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grhelx ju tu fitund/! Nbez! Shrgi ! Max £1jt! i £l gdtjefod pg N berp! MVDH a
managing partner of Lowe Partners.

62. Maralo, Inc. no longer exists, Erma Lowe died in 1998 so the partners of record
listed with the Secretary of State for Lowe Partners no longer exist,

63. Despite the assignment Maralo still appears as operator of record, as far as the
OCD is concerned, for Humble 3, Shell State A 1, Humble 1 (converted to a
saltwater disposal well) and Humble 2. No notice of the transfer was provided to
OCD or the State Land Office.

64. The lease assignment to Rasmussen occurred less than 30 days after the clean up
work on the site in 1994, Maralo may have agreed to indemnify Rasmussen for
u f ljobef r vb Idfbovg/

GIOEJOHT!IBOE!DP ODMVTJIP OT
1. The OCC has jurisdiction ofthis matter.

2. This matter concerns soil and perhaps water contamination at pits and tank
batteries associated with Humble State Well Number 3 in Lea County.

3. Testing indicates soil contamination exists at the surface of the site and to some
depth below the surface, perhaps as much as 80 feet. The contamination is likely
to migrate until it is remediated. Vegetation will not grow on the site.

4. It has not yet been determined if the groundwater in the area has been
contaminated, though the high chloride levels in a water well at the site indicate
more testing is needed. Groundwater is 200 feet below the surface. Other bodies
of fresh water may be at risk from the contamination.

5. While Maralo operated the site produced water with oil in it, an emulsion, was
placed into the pits, the tanks overflowed, a pipeline link caused the tanks to
overflow, and Maralo took inadequate measures to close the pits. The soil was
not remediated and the contamination continued and may have been exacerbated
by Maralo having it covered. However the contamination was created, emulsions
and basic sediment were placed on the soils and resulted in surface damage and
possible contamination of fresh water. Maralo was the operator during the time
period at least part of the contamination was created and is still listed in OCD
records as the operator.

6. Maralo, LLC is the operating entity of Lowe Partners, LP the record title owner of
afliftf/l Nbsz!Strgi {Mox 4 ffebvhi ¥ pdSbgi v f-4jt!d flgeftjefod pg
Maralo, LLC. Lowe Partners has assigned interests in the site, but did not change
the record title with the State Land Office.
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7. Maralo is shown as the operator of the site in OCD records since 1974. In 1999
Maralo requested a name change on its bond for financial assurance from Maralo,
Inc. to Maralo, LLC. Later Lowe Partners, LP was named as an additional

ggodiqbripolu flcpoe/
9/! PDE Isf dpset gpshui 1 jif leplopusf o siptboz!pu f siqbeijf t It ipgf sbypsipgii Htjd/

- ! Fyi jcju!joejdod tblgpsjpolpdu f ljod sftujol f Ifit f i bt fcf f ol i tjhof e-fevidu bu
4 jt! jogosn bijpo! x bt opd gspwefe! ot u f! tund ! thf odft! opd i bt! N bebrp!t cffo
released from the obligations related to this site.

10. Oily emulsions were released on the surface ofthe site. They have caused surface
damage and may have poltuted fresh water. The contamination continues so there
is no retroactive application of clean up standards.

11N bebrp!i bt fopucpn qrifie! ju 1Svifi 313, i jdi 1i Bt Ifyjtdeljoltin jrbsigosn !tjocf
2 46/

12. The actions complained of in this matter took place after 1935.

JUTIUI FSFGPSFIPSEFSFE-

24/\Ui £1Bn foef el Bagrjdjpo! pgui f ! Fovwispon f olrtCvsf bv! pdui ! PjrtDpot f sabpo
Ejwtjpoftaqspwf e/

25N betrpljt psef fe-ix ju jol56lebet Ipdhi jt tefditjpo-lipitven jupli f IFowspon fobm
Bureau for approval or revision and approval a plan to delineate the extent of the

contamination existing at the sitc of the Humble State Well Number 3 and its
associated facilities including areas used for pits, tank batteries and the like.

15. Within six months ofhaving the plan approved, Maralo is ordered to complete the
activities necessary to delineate all the contamination of the site associated with
the production of hydrocarbons including a determination of possible ground
water contamination. The delineation report will be provided to the
Environmental Burean within the six-month time frame.

27/IN bebrpljt vt 1o peef f €l p! gspwief | blqriool gosisf n fejiijpol pgli | dpoubn joljpo
i fIFowspon fourfCvsfbvix ju jo!: 1! etet!pddpn qrfyjohtu f!ef jof byport U f

Fowspon folbriCvss bvin bez!bagspwl i f igrbolpeis wit f fboe!bagspw ljul

17. Maralo is further ordered to complete the physical tasks required in the
remediation plan within six months of the approval of the plan, unless the plan
specifies that certain activities may take place after that time. In that instance,
Maralo shall meet the timeframes set forth in the plan.
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18. Jurisdiction of this case is retained for the entry of such further orders as the
Commission may deem necessary.

DONE at Santa Fe, New Mexico, on the 9® day of December 2004.

TUBUF OFIOFX INFYDP
PMDPOTFSVWBUPOIDPN N JTTP O

JAMI BAILEY, CPG, MEMBER

55

FRANK T. CHAVEZ, MEMBER
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CONSULTING AND RHEMEDIAL CONSTRUCTICN

December 12, 2006
2006 :
Mr. Wayne Price, Cheif DEC 26 Pr 113

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

P. O. Box 6429

1220 S St. Francis Drive

Santa Fe, New Mexico 87505

Re:  (C-144 - Alternative Closure Proposal (Revised)
Chevron USA (O-Grid #4323)
Pure Resources (O-Grid #150628) Catclaw Draw Unit #21 (Ref. #200078)
UL-C, Section 14, Township 21 South, Range 25 East, Eddy County, New Mexico
Latitude: N 32°29°05.59'" and Longitude: W 104°22°08.83"

Dear Mr. Price:

Environmental Plus, Inc. (EPI), on behalf of Chevron USA (Chevron) (Pure Resources) submits
the enclosed New Mexico Oil Conservation Division (NMOCD) form C-144 and supporting
information proposing an alternative closure at this site. The alternative closure proposes
encapsulating the intact pit in place even though the bottom of the pit will be less than 50-feet
from the groundwater, (i.e., the bottom of the existing pit is approximately 48-feet from the
groundwater interface).

BACKGROUND

Initially, Chevron proposed closing the drill pit via encapsulation in accordance with the
NMOCD Pit and Below-Grade Tank Guidelines, November 1, 2004 and the “ChevronTexaco
Drilling and Reserve Pit Closure General Plan, December 2004” and was based on the following
discussion and rationale.

The Chevron groundwater contour map indicates the groundwater underlying the
Catclaw Draw #21 drill pit to be less than 50-feet bgs, however, after review of
available water level] information from the USGS and the New Mexico Office of the
State Engineer (reference Table 1), the depth to groundwater at the site is calculated
to be approximately 56-feet bgs and was derived as follows. The nearest water well
to the Catclaw Draw #21 well site is down-gradient approximately 1,400-feet to the
north northeast and has a 1992 USGS water level measurement of 34-feet below
ground surface (bgs). On July 28, 2006, the groundwater level in this well was
measured to be 35.0-feet bgs. The surface elevation of the windmill, as extrapolated
from the USGS topographical map, is approximately 3,278-feet amsl. The calculated
groundwater table elevation is 3,244-feet amsl, (i.e., 3,278 — 34 = 3,244). The surface
elevation at the Catclaw Draw #21 well site, as extrapolated from the USGS
topographical map, is 3,300-feet amsl. Reasonably assuming that the groundwater

P.O. Box 1558 2100 Avieaur O EusicrL, Nuw Mistco $8231
Tetrrprpnoxt 505-304:=3481 FAX 505239422601
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table elevation under the well site is also 3,244-feet amsl, the calculated depth to
groundwater is 56-feet amsl.

Mr. Van Barton, Compliance Officer, NMOCD Artesia Field Office, said that he would grant
approval of the encapsulation proposal if the bottom of the pit was greater than 50-feet from
groundwater. However, because the pit is approximately 8-feet deep and the groundwater is
approximately 56-feet below the land surface where the drill pit was constructed, the bottom of
the encapsulated pit is only 48-feet from the groundwater, negating local NMOCD approval.
Mr. Barton said that encapsulation proposals of pits less than 50-feet from groundwater could be
submitted to the Santa Fe office of the NMOCD for consideration and approved, if deemed
technically acceptable. Mr. Wayne Price, NMOCD Santa Fe office, said that he could possibly
approve the alternative closure proposal if the pit liner was intact and fluids had not been
released from the pit, as evidenced by analysis of soil samples collected from perimeter locations
adjacent to the pit at 4-feet to 8-feet bgs. Subsequently, on July 28, 2006, after timely
notification of the Artesia and Santa Fe NMOCD offices, samples of the soil from the perimeter
locations adjacent to the pit were collected and submitted to the laboratory for analysis. The
laboratory reports are attached and the results summarized in Table 2.

PIT PERIMETER SAMPLES ANALYTICAL RESULTS

According to the analytical results, benzene, toluene, ethylbenzene and total xylenes (BTEX) and
total petroleum hydrocarbon (TPH) are not an issue inside or outside the pit. Chloride results
from analysis of the east perimeter, west perimeter and the north perimeter soil samples collected
from 6-feet to 8-feet bgs were less than 250 mg/Kg. The chloride concentration in the south
perimeter sample collected from 6-feet to 8-feet bgs beneath the caliche well pad was 864 mg/Kg
and probably resulted from well pad activities rather than being from the pit. It can be concluded
from the analytical results from the perimeter samples that the pit did not over-flow.

NORTH PIT SAMPLE ANALYTICAL RESULTS

A soil sample was collected from an unlined but fenced surface depression north of the lined drill
pit to delineate/verify possible drilling fluid impact. Total petroleum hydrocarbon and benzene,
toluene, ethylbenzene and total xylenes (BTEX) were not detected above the respective method
detection limits. The chloride concentration was 1,280 mg/Kg. Given that the chloride
concentration of the stiffened pit contents is 42,000 mg/Kg, it is not reasonable to conclude that
the chloride residual in the north pit emanated from the drill pit, but will require remediation.

ALTERNATIVE CLOSURE PROPOSAL REQUEST

Given that the pit liner is intact and the laboratory results from analysis of the soil samples
collected from locations adjacent to the perimeter of the pit support the conclusion that the pit
did not over-flow into the surrounding environment, it is proposed that a geotextile cushion be
installed in the west part of the lined pit to ensure the integrity of the under liner, that the
stiffened pit contents be evenly distributed over the pit and that a 20-mil reinforced polyethylene
liner, cushioned above and below with geotextile, be installed over the stiffened pit contents.
The pit will then be brought to grade with local soil/rock and the surface reseeded with the
desires of the landowner. It is furthermore proposed that the impacted soils in the north pit be
placed in the pit and encapsulated along with the drill pit contents and the excavated are tested to
verify achievement of the NMOCD remedial goals. Additionally, in the event of a liner failure,

P.O. Box 1558 2100 Avisuve O Euntcr, New Mexi1co 88231
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to minimize the chloride source term that could potentially migrate to groundwater,
approximately 50% of the stiffened drill pit volume will be disposed of off-site, (i.e.,
approximately 600 cubic yards). A final C-144 and supporting documentation will be submitted
to the NMOCD upon completion of the project.

This proposal will be implemented upon approval by the NMOCD and consensus with the New
Mexico State Land Office.

Please direct all official communications to:

Chevron USA

Jim Duke, Construction Representative
PO Box 1949

Eunice, New Mexico 88231
Telephone: 505.394.1237

Email: LDuk @chevron.com

Should you have any questions or concerns, please call me at (505) 394-3481 or Mr. Jim Duke at
(505) 394-1237 or via e-mail at LDuk @chevron.com.

Sincerely,

ENVIRONMENTAL PLUS, INC.

i

Pat McCasland
Senior Environmental Consultant

cC: Mike Bratcher, NMOCD Artesia
Jim Duke, Chevron USA
Wayne Minchew, Chevron USA
Thaddeus Kostrubala, State of New Mexico

file
Enclosures:  Topographical Map
Site Location Map
Site Map

Groundwater Map

Table 1 - Well Data

Table 2 - Analytical Results Summary
Laboratory Reports

Photographs

NMOCD Form C-144
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ARDINAL PHONE (325) 6737001 - 2111 BEECHWOOD - ABILENE, TX 79603
LABORATOR'ES PHONE (505} 383-2326 - 101 E. MARLAND * HOBBS, NM 88240

ANALYTICAL RESULTS FOR
ENVIRONMENTAL PLUS, INC.
ATTN: PAT McCASLAND
P.O. BOX 1558

EUNICE, NM 88231

FAX TO: (505) 394-2601

Receiving Date; 07/28/06 Sampling Date: 07/28/06
Reporting Date: 08/01/06 Sample Type: SOIL
Project Owner: CHEVRON TEXACOQ (#200078) Sample Condition: COOL & INTACT
Project Name: CATCLAW DRAW #21 PIT Sample Received By: BC
Project Location: NOT GIVEN Analyzed By: BC
ETHYL TOTAL

BENZENE TOLUENE BENZENE XYLENES
LABNO. SAMPLEID (mglKg) {mg/Kg) (mg/Kg) (mg/Kg)
ANALYSIS DATE | 07/31/06 | 07/31/06 | 07/31/06 | 07/31/06
H11395-1 EAST PERIMETER o <0005 " <0005 | <0005 | <0.015 |
H11395-2 WEST PERIMETER o <0.005  <0.005 ~ <0.005 <0. 015 |
H11395-3 SOUTH PERIMETER <0.005 0.005 <0,005 <0. 015 )
H11395-4 NORTH PERIMETER <0.005 0.010 <0.005 <0.015 B
H11385-5 STIFFENED PIT CONTENTS | <0.005 0.007 <0.005 <0.015
H11385-6 NORTHPIT <0.005 <0.005 <0.008 <0.015
Quality Control | 0100 0.105 0.108 0.299 |
True Value QC | __0.100 0.100 0100 0.300
% Recovery 99.6 105 106 997
(Relative Percent Difference <0.1 8.7 18 20

METHOD: EPA SW-846 8260

jﬁ(«.’\ }V—QJZ 4 ‘/*f ,é;“z//‘( ?‘/ ;/éé

Chemist # / / Date

PLEASE NOTE: Lisbility and Damages. Cardinal's liabifity and client s exclusive remedy for any claim arising, whsther based in contract or ton, shall be limued to the amount pad by chient 101 sinilysus
All claims, including those for negligence and any other cause whaisuavar shall be deemad waived unless made in wrmng and racaived by Cardinal within thirty (30) days afier complation of the applcabla
sarvice. H-E:!:? it Cardinal be liabla for incidental or consaquennal damagos including, without i ipil loss of use, or loss of profits | d by client. its

atfihates arlging out of or related to tha peri of services h der by Cardinal, regard! of wheth wch claim is basad upon any of the abova-stated seasons or otherw:se

Pure Resources Catclaw Draw Unit #21
200078
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¢ ARDINAL
LABORATORIES

PHONEF (325) 673-7001

= 2111 BEECHWOOD -

ABILENE, TX 79603

PHONE (505) 393-2326 -

ANALYTICAL RESULTS FOR
ENVIRONMENTAL PLUS, INC.
ATTN: PAT McCASLAND

P.O. BOX 15568
EUNICE, NM 88231

FAX TO: (505) 394-2601

Receiving Date: 07/28/06

Reporting Date: 08/01/06

Project Owner: CHEVRON TEXACO (#200078)
Project Name: CATCLAW DRAW #21 PIT
Project Location: NOT GIVEN

Sampling Date: 07/28/06
Sample Type: SOIL
Sample Condition: COOL & INTACT
Sample Received By: BC
Analyzed By: BC/AB

GRO DRO
(Ce-Cio)  (>Cyo-Cas) cr
LAB NUMBER SAMPLE iD (mg/Kg) (mg/Kg) (mg/Kg)
| ANALYSIS DATE 07/31/06 07/31/06 | 07/31/06
H11395-1 EAST PERIMETER <10.0 <10.0 160
H11395-2 WEST PERIMETER <10.0 <10.0 84
H11395-3 SOUTHPERIMETER | <100 <10.0 864 |
H11395-4 NORTH PERIMETER <100 <10.0 62
H11395-5  STIFFENED PIiT CONTENTS <10.0 583 | 42000
H11395-6 NORTHPIT <10.0 <10.0 1280
Quality Control ] 780 770 990
True Value QC B 800 800 1000
% Recovery 975 %62 99.0
Relative Percent Difference 0.9 7.2 1.0

METHODS: TPH GRO & DRO: EPA SW-846 8015 M; CI": Std. Methods 4500-CI'B
*Analyses performed on 1:4 w.v aqueous extracts.

/g«u N s

Chemist /)

H11395A

!

AL

Date

101 E MARLAND - HOBBS, NM 88240

PLEASE NOTE: Liabitity and Damages. Cardinal's lability and ctient's exclusive remedy for any claim anging, whether based in contract or fort, shall be imi ad to the amount paid by chient lor atalyses

Alt ciims, including those for negligence and any other cause whatsoever shall ba deemed waived unless made in wntlng ar\d raceived by Cardins! wilhin thirty {30) days after completion of the apphicatine
sarvice. In no event shall Cardinal be liabte for incidental or consequential d , including, without fi
affikates or successors arising oul of or refated 1o the perfermance of servicas harsunder by Cardinal, regardiess of whether such claim is based upon any of the above-stated reasons of otherwrse

4

loss of use, or loss of profils incurred by cllent, s subswiiwnes,

Pure Resources Catclaw Draw Unit #21

200078
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Photograph #1- Lease sign.

03/08/2006

Photograph #2 - Pit and berm looking southeast.

Pure Resources Catclaw Draw Unit #21
2NN)T8




Photograph #3 - Pit and berm looking southeast.

Photograph #4 - Pit and berm looking southeast

03/08/2006

03/08/2006

Pure Resources Catclaw Draw Unit #21
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District I :
1625 N. French Dr., Hobbs, NM 88240 State of New Mexico Form C-144
District [} Energy Minerals and Natural Resources June 1,2004
130! W. Grand Avenue, Artesia, NM 88210 Fobr drilling and prm}\lllﬁioo(rjlli)‘alc)i'“ti'e&
District HI i i ivisi submit to appropriate istrict
1000 Rio Brazos Road, Aztec, NM 87410 Oil Conservation DlV.ISIOIl Office. PP
District IV 1220 South St. Francis Dr. For downstream facilities, submit to Santa
1220 S. St. Francis Dr., Santa Fe, NM 87505 Santa Fe. NM 87505 Fe office

9

Pit or Below-Grade Tank Registration or Closure
Is pit or below-grade tank covered by a “general plan”? Yes [X] No [ ]

Type of action: Registration of a pit or below-grade tank [[] Closure of a pit or below-grade tank [

Operator:  Chevron USA O-Grid #4323 (Pure Resources O-Grid #150628) Telephone: 505.394.1237 e-mail address: LDuk@chevron.com

Address: PO Box 1949 2401 Avenue O Eunice, New Mexico 88231

Facility or well name: Catclaw Draw Unit #21  API#: 30-025-33762 Unit Letter (UL): C Qtr/Qtr: NEY4 NWY4 Section: 14, T21S, R25E
County: Eddy Latitude: N 32°29°05.59" Longitude: W 104°22°08.83" NAD: 1927 [ 1983 ] WGs 84 X
Surface Owner: Federal [] State ] Private [] Indian []
Pit Below-grade tank
Type: Drilling [X] Production [[] Disposal [] Workover [] Emergency [] Volume: bbl  Type of fluid:
Lined [X] Unlined [[] Construction material:
Liner type: Synthetic [ Thickness 12 mil Clay [J Double-walled, with leak detection? Yes [ If not, explain why not.
Pit Volume: ~3,000 bbl
) Less than 50 feet (20 points) []
Depth to ground water (vertical distance from bottom of pit to seasonal high water .
. 50 feet or more, but less than 100 feet (10 points) X
elevation of ground water.) ~56'bgs ]
100 feet or more ( Opoints) [J
Wellhead protection area: (Less than 200 feet from a private domestic water Yes (20 points) [
source, or less than 1000 feet from all other water sources.) No ( 0points) (X
. . . L Less than 200 feet (20 points) [
Distance to surface water: (horizontal distance to all wetlands, playas, irrigation .
200 feet or more, but less than 1,000 feet | (10 points) []
canals, ditches, and perennial and ephemeral watercourses.) .
1,000 feet or more ( Opoints) [X
Ranking Score (Total Points) 10

If this is a pit closure: (1) Attach a diagram of the facility showing the pit’s relationship to other equipment and tanks. (2) Indicate disposal location: (check the onsite box

if your are burying in place) onsite X offsite [ If offsite, name of facility Lea Land . (3) Attach a general description of remedial action taken

including remediation start date and end date. (4) Groundwater encountered: No [ Yes [] If yes, show depth below ground surface ft. and attach sample results.

(5) Attach soil sample results and a diagram of sample locations and excavations.

Additional Comments: It is proposed to close this pit consistent with the “ChevronTexaco Drilling and Reserve Pit Closure General Plan, December 2004” and the

NMOCD Pit and Below-Grade Tank Guidelines, November 1, 2004 as promulgated under NMOCD Rule 50 (19.15.2.50 NMAC).

Pit Status: Liner intact ) Liner punctured or torn []

Method of Closure: The contents of the pit will be stiffened and encapsulated on site. Approximately 50% of the pit volume, i.e., 600 cubic vards, will be disposed of.

Encapsulation will consist of mixing earthen materials with the pit contents, as necessary to stiffen the pit contents sufficiently to provide physical stability and support

the pit cover. Upon the pit contents being stiffened as required, the edges of the liner will be folded over the edges of the stiffened mud and cuttings and the pit will be

covered with a 20-mil thick impervious, reinforced synthetic or fabricated liner meeting ASTM standards that is designed to be resistant to the material encapsulated. The

liner will then be covered with a minimum of three feet of clean soil or like material that is capable of supporting native plant growth.

I hereby certify that the information above is true and complete to the best of my knowledge and belief. I further certify that the above-described pit or below-grade
tank will be closed according to NMOCD guidelines [X], a general permit [, or an (attached) alternative OCD-approved plan

Date: / 07 A Y74 Printed Name/Title __Jim Duke, Construction Representative Signature O’Z, &
Your certification and NMOCD approval of this application/closure does not relieve the operator of liability should the gbntents of the pit or tank contaminate ground
water or otherwise endanger public health or the environment. Nor does it relieve the operator of its responsibility for compliance with any other federal, state, or local

laws and/or regulations.

Approval:
Printed Name/Title Signature Date:




10 Desta Drive, Suite 400-West

Field Services Midiand, TX 79705

432 620 4000

P Duke Ener_gy® DUKE ENERGY FIELD SERVICES
' 4

CERTIFIED MAIL: 7005 0390 0002 9924 3083

0% DEc 21 Pm o1 04
December 19, 2006

State of New Mexico Oil Conservation Division
Attn: Wayne Price

1220 South St. Francis Drive

Santa Fe, New Mexico 87505

Re:  Discharge Plan GW-237
Duke Energy Field Services, LP
Pecos Diamond Gas Plant
Eddy County, New Mexico

Dear Mr. Price,

Condition No. 10 of Discharge Plan No. GW-237 requires all underground
process/wastewater pipelines to be tested to demonstrate their mechanical integrity every
5 years. The permittee may propose various methods for testing such as testing to 3
pounds per square inch above normal operating pressure or other means acceptable to the
OCD. The OCD will be notified at least 72 hours prior to all testing.

Duke Energy Field Services is submitting this notification to the OCD to inform you that
DEFS has planned to perform this pressure testing on December 22, 2006 beginning at
9am. The testing will consist of the closing off both ends of the process/wastewater line
and increasing the pressure to 3 pounds above normal operating pressure and observing
for a pressure drop for a time period no less than 15 minutes.

If you have any questions feel free to contact me at (432) 620-4165 or by e-mail at
bafortin@duke-energy.com.

Respectfully
%Z/%;%\
Boyd Fortin

Sr. Environmental Specialist

Cec: Tom Bernal
Liz Klein
Regional File 2.2.3.6
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NEW MEXICO ENERGY, MINERALS and
NATURAL RESOURCES DEPARTMENT

BILL RICHARDSON Mark E. Fesmire, P.E.
Governor Director
Joanna Prukop Qil Conservation Division

Cabinet Secretary

January 3, 2007
Wdyn N
/

Marvin Burrows /Q /Q dse Vel lew “?Qr
John H. Hendrix Corp N
1310 N 18th St o =iy,
Eunice, New Mexico 88231 -'(’ [,

l\d AN
RE: Proposed Voluntary Surface Restoration Program for “Old” Drill Pits 737
Dear Mr. Burrows: : [

car M. BUrows P N’f&of\ﬁi are Glepn's <onmegfs

The New Mexico Oil Conservation Division (OCD) has reviewed the proposed Voluntary
Surface Restoration Program for “Old” Drill Pits submitted by the John H. Hendrix Corp
(Hendrix) on October 17, 2006 (see attached for your reference). The OCD has the following
comments regarding the Program:

1) Even though the OCD does not completely agree with the conceptual model put forth
by Sublette and Hicks, the concept of a Voluntary Surface Restoration Program for
“Old” Dirill Pits is welcomed by the OCD.

2) The OCD maintains that migration of chlorides to ground water may still be a threat
even in the absence of ponding situations. Even when salt deposits have been
observed on the surface of “old” drill pits, the chlorides may migrate downward as
well as upward.

3) Pit releases may have occurred under conditions of significant hydraulic head and
may well have contaminated ground water decades ago. Rule 116 still applies, but
OCD has no mandate to speculatively investigate “old” pit sites. However, the
presence of salt crusts at an “old” pit site could be considered as evidence of a release
and actionable under Rule 116.

4) The responsible person could certainly proceed under a Voluntary Surface
Restoration Program. Such an effort could be a significant test of a slow, steady,
practical remediation program that proactively deals with residual contamination.
Please provide the OCD with a preliminary list of “old” drill pit sites that may be
suitable for the proposed restoration. Please provide general information regarding

Oil Conservation Division * 1220 South St. Francis Drive * Santa Fe, New Mexico §7505
Phone: (505) 476-3440 * Fax (505) 476-3462 * http:.//www.emnrd.state.nm.us




Marvin Burrows
January 3, 2007
Page 2

the sites (e.g., depth to ground water, age, salt deposits present, etc.) and the type of
soil (e.g., clay, silt, loam, etc. and saturated hydraulic conductivity) that would be
used to backfill the excavation of 18 inches of salt impacted soil. Please provide
information regarding how often the backfill soil will be tested for chlorides and at
what depths. Also, please provide information regarding how the site would
eventually be closed; e.g., at what point would revegetation with native perennials
occur (i.e., at what chloride concentration will the backfill soil be considered
stabilized; and therefore, the remediation complete?), contour for drainage away from
the site to prevent erosion, etc.

Once the OCD has received the additional information, it will further evaluate the Voluntary
Surface Restoration Program for possible “authorization”. The Voluntary Surface Restoration
Program would be “permitted” under a general remediation plan with each site designated under
that general remediation plan. The OCD would authorize the Voluntary Surface Restoration
Program with the condition that for sites with ground water at less than 50 feet below ground
surface, Hendrix must advance a boring with samples taken every 5 feet for field analyses to
delineate the extent of TPH to 100 mg/Kg and chlorides to 250 mg/Kg. In addition, there must
be a confirmatory sample taken for laboratory analyses 5 feet below the delineation
concentrations stated above. If you have any questions regarding this matter, please contact
Edward J. Hansen of my staff at (505) 476-3489 or mailto:edwardj.hansen @state.nm.us.

Sincerely,

Wayne Price
Environmental Bureau Chief

WP:ejh
attachment

cc: J. Daniel Sanchez, OCD Compliance and Enforcement Manager
Chris Williams, OCD Hobbs District Supervisor
Larry Johnson, OCD Hobbs
Tim Gum, OCD Artesia District Supervisor
Mike Bratcher, OCD Artesia
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NEW MEXICO ENERGY, MINERALS and
NATURAL RESOURCES DEPARTMENT

BILL RICHARDSON Mark E. Fesmire, P.E.
Governor Director
Joanna Prukop Oil Conservation Division

Cabinet Secretary

January 3, 2007
Marvin Burrows

é / i )’\/
John H. Hendrix Corp

1310 N 18th St Tb/‘i’asg Fe\/{Q{p/ .
Eunice, New Mexico 88231 ’ H/ L\Wﬁ:‘? s
/

RE: Proposed Voluntary Surface Restoration Program for “Old” Drill Pits 57
Dear Mr. Burrows:

The New Mexico Oil Conservation Division (OCD) has reviewed the proposed Voluntary
Surface Restoration Program for “Old” Drill Pits submitted by the John H. Hendrix Corp
(Hendrix) on October 17, 2006 (see attached for your reference). The OCD has the following
comments regarding the Program:

8} Even though the OCD does not completely agree with the conceptual model put forth
by Sublette and Hicks, the concept of a Voluntary Surface Restoration Program for

“Old” Drill Pits is welcomed by the OCD. i {‘M
2) The OCD maintains that migration of chlorides to ground water may sti] be a threat
even in the absence of ponding situations. Even wi i alt deposits
Heve Tewu obseaen  op the surface of “old” drill pits, the chlorides may migrate downward as well as

upward. BV E

3) Pit releases‘?::curred under conditions of significant hydraulic head and may well
have contaminated ground water decades ago. Rule 116 still applies, but OCD has no
mandate to speculatively investigate “old” pit sites. However, the presence of salt
crusts at an “old” pit site could be considered as evidence of a release and actionable
under Rule 116. Unaen SUAFALE RESTIAT B

4) The responsible person could certainly proceed as a voluntary remediation program.
Such an effort could be a significant test of a slow, steady, practical remediation
program that proactively deals with residual contamination. Please provide the OCD
with a preliminary list of “old” drill pit sites that may be suitable for the proposed
restoration. Please provide general information regarding the sites (e.g., depth to

Oil Conservation Division * 1220 South St. Francis Drive * Santa Fe, New Mexico 87505
Phone: (505) 476-3440 * Fax (505) 476-3462 * http://www.emnrd.state.nm.us
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Marvin Burrows
January 3, 2007
Page 2

ground water, age, salt deposits present, etc.) and the repoerting for-each-site-of the

type of soil (e.g., clay, silt, loam, etc. and saturated hydraulic conductivity) that would
be used to backfill the excavation of 18 inches of salt impacted soil. Please provide
information regarding how often the backfill soil will be tested for chlorides and at
what depths. Also, please provide information regarding how the site would
eventually be closed; e.g., at what point would revegetatioyypccur (i.e., at what
chloride concentration will the backfill si)‘/ilﬁw\n‘sigggd/%\ilized; and therefore,
the remediation complete?), -revegetated 1th nativé perennial\vegetation, contour for
drainage away from the site ahd | prevent erosion, etc.
SR
Once the OCD has received thie additional information, it will further evaluate the i’rogram for
possible “authorization”. The Program would be “permitted” unde\; ,genegl remediation plan
with each site designated under that general remediation plan. Thetlffegse.m would ke authorized
with the condition that for sites with ground water at less than 50 feet below ground surface,
there must -bﬁv\e-a-gghng advaneed with samples taken every 5 feet for field analyses to delineate
the extent of TPH to 100 mg/Kg and chloride€’to 250 mg/ eI_n addition, there must be a
confirmatory sample taken for laboratory analyses 5 feet%eﬁ%e delineation concentrations
stated above. If you have any questions regarding this matter, please contact Edward J. Hansen
of my staff at (505) 476-3489 or mailto;:edwardj.hansen@state.nm.us.

AJOL. SUAFACE RESTaAeT

Sincerely,

Wayne Price
Environmental Bureau Chief

WP:ejh
attachment

cc: J. Daniel Sanchez, OCD Compliance and Enforcement Manager
Chris Williams, OCD Hobbs District Supervisor
Larry Johnson, OCD Hobbs
Tim Gum, OCD Artesia District Supervisor
Mike Bratcher, OCD Artesia
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#Wood Group ESP / Hobbs Facility ‘te Water Characterization . Page 1 of 2

Chavez, Carl J, EMNRD

From: Price, Wayne, EMNRD

Sent:  Tuesday, November 28, 2006 10:03 AM

To: Goodman, Galen; Jones, Brad A., EMNRD; Chavez, Carl J, EMNRD
Cc: Beighle, Jeff; Neinast, Mark; Nieman, Mike; Burrola, Rodrigo
Subject: RE: Wood Group ESP / Hobbs Facility Waste Water Characterization

Dear Mr. Goodman:

Please find attached a copy of your permit. Pursuant to our teiephone conversation yesterday OCD understands that certain
waste generated at the facility might be classified as RCRA Hazardous and you have hired a consultant to investigate this waste
stream. OCD appreciates your prompt response on this matter and hereby approves of the waste stream investigation with the
following conditions:

1. Wood Group shall submit a permit modification to address this issue.
2. Wood group shall commit to training its employees on the issues of waste characterization.

Please be advised that this approval does not relieve the owner/operator of responsibility should operations result in
pollution of surface water, ground water or the environment. Nor does approval of the permit relieve the
owner/operator of its responsibility to comply with any other applicable governmental authority's rules and
regulations.

From: Goodman, Galen [mailto:Galen.Goodman@woodgroup.com]
Sent: Monday, November 27, 2006 4:24 PM

To: Price, Wayne, EMNRD

Cc: Beighle, Jeff; Neinast, Mark; Nieman, Mike; Burrola, Rodrigo
Subject: Wood Group ESP / Hobbs Facility Waste Water Characterization

Mr. Price,

Thank you for taking your time to discuss the current status of the groundwater discharge permit (GW-164)
for our Wood Group ESP / Hobbs facility. We would greatly appreciate a copy of the permit and its
conditions. We have been in communication with the personnel at the Hobbs facility and Sundance
Services, Inc., concerning the chromium that was reported in a wastewater sample (TCLP) found to be
above the EPA threshold of 5 milligrams per liter ("mg/L"). Sundance has stated that it has received no
waste from the facility and had requested the analysis to characterize the waste, therefore, no waste has
left the facility.

Wood Group is currently evaluating the laboratory report and will resample the waste water using Larson
and Associates, Inc.. Two (2) samples will be collected and submitted to two (2) different laboratories
(Cardinal Laboratories, Inc. and Trace Analysis, Inc.) and will be analyzed to characterize the waste stream.
The laboratory reports will be submitted to the New Mexico Qil Conservation Division ("OCD") within 45
days after receipt from these laboratories.

Please address any correspondence for Wood Group ESP / Southwest Region Operations to me at the
address below:

Wood Group ESP
Galen W. Goodman

12/27/2006




Wood Group ESP / Hobbs Facility Waste Water Characterization

P. 0. BOX'80130 .
Midland, TX 79708

Please advise if you should have any further questions.

Galen Goodman

HSE Advisor

Wood Group ESP

Southwest Region

Office 432-848-0157

Cellular 432-557-5129

e-mail: galen.goodman@woodgroup.com

s e oo o o o ke s b ke sk o ke sk st ke s st sk ke sk s ot ke s st e e s s ke s sk o s ek ok e skt sk ke skt st ke skt st ke sk st st e skt st s sk stk sk ok ok

This email and any files attached to it contain confidential
information. Please notify the sender if you have received
this email in error. If you are not the intended recipient,
any use or disclosure of this email or any attached files

is prohibited.
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October 19, 2004

CERTIFIED MAIL
RETURN RECEIPT NO.

Mr. Alfredo Bersosa
Wood Group ESP, Inc.
2707 S. County Road 1208
Midland, Texas 79706

Re:  Discharge Plan GW-164
Hobbs Service Facility
Lea County, New Mexico

Dear Mr. Bersosa:

The groundwater discharge plan renewal application for the Hobbs Service Facility GW-164
operated by Wood Group ESP, Inc. located in the NE/4 NE/4 of Section 35, Township 17 South,
Range 38 East, NMPM, Lea County, New Mexico is hereby approved under the conditions
contained in the enclosed attachment. Enclosed are two copies of the conditions of approval.
Please sign and return one copy to the New Mexico Qil Conservation Division (OCD) Santa
Fe Office within 30 working days of receipt of this letter.

The original discharge plan application was submitted on March 18, 1994 and approved on
September 29, 1994. The discharge plan renewal application, including attachments, dated
September 01, 2004 and supplemental information dated October 07, 2004 submitted pursuant to
Sections 5101.B.3. of the New Mexico Water Quality Control Commission (WQCC)
Regulations also includes all earlier applications and all conditions later placed on those
approvals. The discharge plan is renewed pursuant to Section 5101.A. and 3109.C. Please note
Section 3109.G., which provides for possible future amendment of the plan. Please be advised
that approval of this plan does not relieve Wood Group ESP, Inc. of liability should operations
result in pollution of surface or ground waters, or the environment.

Please be advised that all exposed pits, including lined pits and open top tanks (exceeding 16 feet
in diameter) shall be screened, netted, or otherwise rendered nonhazardous to wildlife including
migratory birds.

Please note that Section 3104. of the regulations requires that "when a plan has been approved,
discharges must be consistent with the terms and conditions of the plan." Pursuant to Section
3107.C., Wood Group ESP, Inc. is required to notify the Director of any facility expansion,
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production increase, or process modification that would result in any change in the discharge of
water quality or volume.

Pursuant to Section 3109.H.4., this approval is for a period of five years. This approval will
expire September 29, 2009 and an application for renewal should be submitted in ample time
before that date. Pursuant to Section 5101.F. of the regulations, if a discharger submits a
discharge plan renewal application at least 120 days before the discharge plan expires and is in
compliance with the approved plan, then the existing discharge plan will not expire until the
application for renewal has been approved or disapproved. It should be noted that all discharge
plan facilities will be required to submit plans for, or the results of, an underground drainage
testing program as a requirement for discharge plan renewal.

The discharge plan application for the Hobbs Service Facility GW-164 is subject to the WQCC
Regulation 3114. Every billable facility submitting a discharge plan will be assessed a fee equal
to the filing fee of $100.00 plus a renewal fee of $1700.00 for brine stations. The OCD has not
received the $1700.00 flat fee. The flat fee may be paid in a single payment due on the date of the
discharge plan approval or in five equal installments over the expected duration of the discharge
plan. Installment payments shall be remitted yearly, with the first installment due on the date of
the discharge plan approval and subsequent installments due on this date of each calendar year.

Please make all checks payable to: Water Quality Management Fund
. Cle: Oil Conservation Division
1220 South Saint Francis Drive
Santa Fe, New Mexico 87505.

If you have any questions, please contact Wayne Price of my staff at (505-476-3487) or E-mail
wprice @state.nm.us. On behalf of the staff of the OCD, I wish to thank you and your staff for
your cooperation during this discharge plan review.

Sincerely,

Approved by Wayne Price 11/28/06
Roger C. Anderson

Environmental Bureau Chief
RCA/lwp

Attachment-1

XC: OCD Hobbs Office



Mr. Alfredo Bersosa
October 19, 2004
Page 3

ATTACHMENT TO THE DISCHARGE PLAN BW-164 APPROVAL
Wood Group ESP, Inc. Hobbs Service Facility (BW-164)
DISCHARGE PLAN APPROVAL CONDITIONS
October 19, 2004

1. Payment of Discharge Plan Fees: The OCD has received the $1700.00 flat fee.

2. Commitments: Wood Group ESP, Inc. will abide by all commitments submitted in the
discharge plan renewal application dated September 01, 2004 and the supplemental
information dated October 07, 2004 and these conditions for approval.

3. Drum Storage: All drums containing materials other than fresh water must be stored on an
impermeable pad with curbing. All empty drums should be stored on their sides with the
bungs in place and lined up on a horizontal plane. Chemicals in other containers such as
sacks or buckets must also be stored on an impermeable pad with curbing.

4. Process Areas: All process and maintenance areas which show evidence that leaks and spills
are reaching the ground surface must be either paved and curbed or have some type of spill
collection device incorporated into the design.

5. Above Ground Tanks: All above ground tanks which contain fluids other than fresh water
must be bermed to contain a volume of one-third more than the total volume of the largest
tank or of all interconnected tanks. All new facilities or modifications to existing facilities
must place the tank on an impermeable type pad within the berm.

6. Above Ground Saddle Tanks: Above ground saddle tanks must have impermeable pad and
curb type containment unless they contain fresh water or fluids that are gases at atmospheric
temperature and pressure.

7. Labeling: All tanks, drums, and other containers should be clearly labeled to identify
their contents and other emergency information necessary if the tank were to rupture, spill,
or ignite.




Mr. Alfredo Bersosa
October 19, 2004

Page 4
8.

10.

11.

12.

13.

Below Grade Tanks/Sumps: All below grade tanks, sumps, and pits must be approved by the
OCD prior to installation or upon modification and must incorporate secondary containment
and leak-detection into the design. All below grade tanks, sumps and pits must be tested
annually, except systems that have secondary containment with leak detection. These
systems with leak detection shall have a weekly inspection of the leak detection to determine
if the primary containment is leaking. Results of tests and inspections shall be maintained at
the facility covered by this discharge permit and available for NMOCD inspection. Any
system found to be leaking shall be reported pursuant to Item # 12. Permit holders may
propose various methods for testing such as pressure testing to 3 pounds per square inch
above normal operating pressure and/or visual inspection of cleaned out tanks and/or sumps,
or other OCD approved methods. The OCD will be notified at least 72 hours prior to all
testing.

Additional requirements: The main sump shall be repaired pursuant to the recommendations
as outlined in the October 07, investigation conducted by Highlander Environmental. Please
provide proof of this action by December 15, 2004.

Underground Process/Wastewater Lines: All underground process/wastewater pipelines
must be approved by the OCD prior to installation and must be tested to demonstrate their
mechanical integrity every five (5) years. Results of such tests shall be maintained at the
facility covered by this discharge plan and available for NMOCD inspection. Permit holders
may propose various methods for testing such as pressure testing to 3 pounds per square inch
above normal operating pressure or other means acceptable to the OCD. The OCD will be
notified at least 72 hours prior to all testing.

Class V Wells: No Class V wells that inject non-hazardous industrial wastes or a mixture of
industrial wastes and domestic wastes will be approved for construction and/or operation
unless it can be demonstrated that groundwater will not be impacted in the reasonably
foreseeable future. Leach fields and other wastewater disposal systems at OCD regulated
facilities, which inject non-hazardous fluid into or above an underground source of drinking
water are considered Class V injection wells under the EPA UIC program. Class V wells that
inject domestic waste only must be permitted by the New Mexico Environment Department.

Housekeeping: All systems designed for spill collection/prevention, and leak detection will
be inspected daily to ensure proper operation and to prevent overtopping or system failure.

Spill Reporting: All spills/releases shall be reported pursuant to OCD Rule 116. and WQCC
1203. to the OCD Hobbs District Office.

Waste Disposal: All wastes will be disposed of at an OCD approved facility. Only oilfield
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exempt wastes shall be disposed of down Class II injection wells. Non-exempt oilfield wastes
that are non-hazardous may be disposed of at an OCD approved facility upon proper waste
determination per 40 CFR Part 261. Any waste stream that is not listed in the
discharge will be approved by OCD on a case-by-case basis.

“
i Mr. Alfredo Bersosa
\

\ Rule 712 Waste: Pursuant to Rule 712, disposal of certain non-domestic waste is allowed at

| solid waste facilities permitted by the New Mexico Environment Department as long as the
waste stream is identified in the discharge, and existing process knowledge of the waste
stream does not change without notification to the Oil Conservation Division

14.  Transfer of Discharge Plan: The OCD will be notified prior to any transfer of ownership,
control, or possession of a facility with an approved discharge plan. A written commitment
to comply with the terms and conditions of the previously approved discharge plan must be
submitted by the purchaser and approved by the OCD prior to transfer.

15.  Closure: The OCD will be notified when operations of the facility are discontinued for a
period in excess of six months. Prior to closure of the facility a closure plan will be submitted
for approval by the Director. Closure and waste disposal will be in accordance with the
statutes, rules and regulations in effect at the time of closure.

16.  OCD Inspections: Additional requirements may be placed on the facility based upon results
from OCD inspections.

17.  On Site Water Well: The On site water well shall be sampled annually and analyzed for
BTEX (method 8021) and General chemistry using EPA methods and procedures. Results
of such tests shall be maintained at the facility covered by this discharge plan and
available for NMOCD inspection. Any exceedence of the New Mexico WQCC ground
water standards shall be reported pursuant to Item #12 above.

18.  Conditions accepted by: Wood Group ESP, Inc. by the officer whose signature appears
below, accepts this permit and agrees to comply with all terms and conditions contained
herein. Wood Group ESP, Inc. further acknowledges that these conditions and requirements
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of this permit may be changed administratively by the Division for good cause shown as

necessary to protect fresh water, human health and the environment.

Wood Group ESP, Inc.

Print Name;

Signature:

Title:

Date:




MARTIN YATES, IH
1912-1985

S.P YATES

PR TEE CHAIRMAN EMERITUS
PETROLELM S o ot 0

CHAIRMAN OF THE BOARD

T
CORPORATION e e

PRESIDENT

FRANK W. YATES
1936-1986

MG

105 SOUTH FOURTH STREET FRANK YATES, JR.

ARTES IA, NEW ME rid - p =] EXECUTIVE VICE PRESIDENT
TELEPHONE (ggg‘; 35641‘33 ﬁm 1

b

8 JOHN A. YATES, JR.
SENIOR VICE PRESIDENT

December §, 2006

Mr. Larry Johnson
NMOCD District 1
1625 N. French Drive
Hobbs, NM 88240

Re: Flameco Federal 1 SWD
30-025-31076
Section 7, T 228, Rg 32E
Lea County, New Mexico

Mr. Larry Johnson,

This letter is in response to your return of the enclosed “Soil Remediation Work Plan” for
the Flameco Federal 1 SWD which was submitted for your consideration by Sherry
Bonham, Environmental Regulatory Agent of Yates Petroleum, and stamped received by
your office November 28, 2006.

The cover letter for the plan was date stamped by your office and someone had made
notes on the cover letter in blue ink and highlighted those notes. The significance thesc
notes were unclear and there was no other explanation attached. The notes were as
follows; WTR 200” and C-141 NOT ATTACHED. After reviewing the work plan I can
only assume that the section titled “Groundwater”, stated that the search of the NM
State Engineers data base ranking revealed depth to groundwater-0. This statement may
have been made clearer by saying that “The State Engineers data base reflected depth to
groundwater greater than 100 feet at the site giving the sight a ranking of 0.”

Concerning the note pertaining to the C-141, an initial C-141 was faxed to your office by
former Yates employee Dan Dolan on March 3, 2006 reporting the release. This is the
standard way Yates reports releases to the OCD. Once remediation of the site is
complete Yates will then submit a C-141 marked as “Final Report”. This procedure has
always been the accepted method of reporting releases to the NMOCD. If this procedure
has changed Yates would appreciate a written notification of such.

RANDY G. PATTERSON DAVID .. LANNING DENNIS G. KINSEY
VICE PRESIDENT ASSISTANT VIGE PRESIDENT TREASURER




It is my sincere desire to continue to have an open dialogue with you on issues
concerning Yates’ operations. If you need to discuss any of the items above please feel
free to email, call or write me so that we can work together in resolving any issue that
may arise.

Sincerely,

efry D. Fanning, Jr.
Environmental Coordinator
Yates Petroleum Corporation
(505)748-4195
jerryf@ypcnm.com

Cc: Lisa Norton, Environmental Director YPC

Wayne Price, NMOCD
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Re: Flamenco Federal 1 SWD \Zh a5
30-025-31076 \L\@:‘f’?’ L

Section 7, T22S-R32E Unit L
Lea County, New Mexico

Dear Mr. Johnson:

Yates Petroleum Corporation would like to submit for your consideration the
enclosed work plan for the Flamenco Federal 1 SWD. Scope of work described
in the plan will be initiated as soon as the work plan is approved and a contractor
can be scheduled.

Should you have any questions, please don't hesitate to contact me. Thank you.

Respectfully,

e

Sherry Bonham
Environmental Regulatory Agent

DENNIS B. KINSEY
TREASURER

DAVID L. LANNING
ASSISTANT VICE PRESIDENT

RANDY G. PATTERSON
VIGE PRESIDENT



FLAMENCO SWD
Soil Remediation Work Plan

Section 7, Township 228, Range 32E
Lea, New Mexico
Longitude: 130072.304W
Latitude: 32940.333N

Prepared By: Eb Taylor

318 East Taylor Street
Hobbs, New Mexico 88240
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Larry Johnson
NMOCD
1625 N. French Dr.
Hobbs, New Mexico88240

Sherry Bonham
Yates Petroleum Corporation
105 S. Fourth Street
Artesia, New Mexico 88210

File
TALONLPE
318 E. Taylor Street
Hobbs, New Mexico 88240



Introduction

The Flamenco SWD is located in rural Lea County, New Mexico on C-29, south of the
intersection of 62/180 and C-29 in Section 7, Township 225, Range 32E at Longitude
103°72.034W and Latitude 32°40.333N. The release occurred on state land utilized for
cattle grazing (see Figure 1, site map).

On March 1, 2006 a release of approximately 50 barrels (bbls) of produced water
occurred due to a ruptured hose at the wellhead. Approximately 1 bbl of produced water
was recovered. Larry Johnson of the NMOC was notified via voice mail by Dan Dolan
from the Yates Petroleum Corporation of the spill on March 1, 2006.

On April 19, 2006 Eb Taylor, previously with HMR&V services, along with Sherry
Bonham and Bob Asher (Yates Petroleum) collected soil samples to determine the
horizontal and vertical extent of the impacted soils. Eight soil samples points were
collected (see Figure 2, sample map) at this time in an effort to complete the horizontal
delineation (SP-4 — SP-7). SP-1 and SP-2 demonstrated a parts per million (ppm)
decrease with each 6” interval and SP-3 the pooling area demonstrated an increasing
trend with each 6” interval (see Table 1).

Groundwater

A search of the New Mexico State Engineers database ranking revealed depth to
groundwater-0, wellhead protection-0, distance to groundwater-0.

Remediation Recommendations

The proposed plan would be to excavate the impacted soils approximately two foot below
ground surface and then backfill with clean soil to establish vegetation. During
excavation the impacted soils will be placed on a 6-mil poly-liner and transported to an
approved NMOCD landfill. After backfilling the area would be reseeded with the
approved BLM seed appropriate for this area. Upon completion of these remedial
activities Yates Petroleum Corporation and TALONLPE would ask that this site be
considered remediated and closed.



Tables



Soil sample results for chiorides
Samples collected 4/19/06

Sample point Depth Results

SP-1 0-6" 20500
SP-1 6-12" 8470
SP-1 12-24" 2490
SP-1 24-36" 581
sP-2 0-6" 7630
sp-2 6-12" 11500
Sp-2 12-24" 8020
Sp-2 24-36" 3190
SP-3 0-6" 1030
SpP-3 6-12" 4860
SpP-3 12-24" 5770
SP-3 24-36" 12300
SP-4 p-6" 16.5
SP-5 0-6" 21
SP-6 0-8" 22.7
Sp-7 0-6" 23.2
SpP-8 0-12" 3550

SP-8 12-24" 4050
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December 11, 2006 DEC 18 2006

il Conservation Divisic~

1220 8, St. Franels Drive
Mr. Larry Johnson 1 o S;L’ NM £754°

NMOCD District 1 ta
1625 N. French Drive
Hobbs, NM 88240

Re: Kiwi “AKX> State #8
30-025-31889
Section 16, Township 225, Range 32E
Lea County, New Mexico

Mr. Larry Johnson,

This letter is in response to the returned C-141 marked “Initial Report” which was
originally faxed to your office on November 22, 2006 by Robert Asher, Environmental
Regulatory Agent for Yates Petroleum Corporation and stamped received by your office
the same date.

The C-141 was returned to us with a cover sheet which read AE Order Number
Banner. Attached to this sheet was a “sticky note” with the words “NEEDS
CHLORIDES!”. Itisunclear to Yates why this C-141 was returned, the significance of
the AE Order Number Banner cover sheet and the attached sticky note. If you could
provide Bob Asher with a written detailed explanation for these items I am sure he would
be glad to provide you with what you need. In the future I would like to request that you
provide Yates with a detailed letter explaining what you are requesting in lieu of vague
“sticky notes”. This would avoid confusion and be helpful for us as well as for you in
getting these matters resolved in a timely and efficient manner.

If you should have any questions or concerns pertaining to this matter please feel free to
email, call or write me.

RANDY G. PATTERSON DAVID L. LANNING DENNIS G. KINSEY
VICE PRESIDENT ASSISTANT VICE PRESIDENT TREASURER




Sincerelx,

e
A e
:Jé?ly D. Fanning At

Environmental Coordinator
Yates Petroleum Corporation
(505)748-4195
jerryf(@ypenm.com

Cc: Lisa Norton, Environmental Director YPC

Wayne Price, NMOCD




