District 1

State of New Mexico

1625'N French Dr., Hobbs, NM 88240 ; Form C-141
District I1 Energy Minerals and Natural Resources Revised October 10, 2003
1301 W Grand Avenue, Artesia, NM 88210

District Il H H vial Submit 2 Copies to appropriate
1000 Rio Brazos Road, Azlec, NM 87410 Oil Conservation D1v.1s10n District Office in accordance
District IV 1220 South St. Francis Dr. with Rule 116 on back
1220 S St Francis Dr, Santa Fe, NM 87505 side of form

Santa Fe, NM 87505

Release Notification and Corrective Action

30 -0 L‘{ C - A 5 L} ? ®) OPERATOR [ ] Initial Report Final Report

Name of Company Dugan Production Corp. Contact Kurt Fagrelius
Address P.O. Box 420 Telephone No. 505-325-1821
Facility Name Turks Toast #1 (Separator) Facility Type ~ Permanent Pit
| Surface Owner Federal | Mineral Owner Federal | Lease No. NM-19163
4 LOCATION OF RELEASE
Unit Letter | Section | Township | Range [ Feet from the | North/South Line | Feet from the | East/West Line | County
D 18 30N | 14W 790 South 790 West San Juan

Latitude 36 .80926 N Longitude 108.35617 W
NATURE OF RELEASE

sample tested 1360-mg/kg chlorides and 4200-mg/kg TPH (Mthd 418.1) which exceed the threshold
limits as per subsection B of 19.15.17.13(B) (1) (b}). See attached sample results.

Type of Release Spill Clean-up and Pit Closure Volume of Release ? Volume Recovered N.A.
Source of Release Below grade permanent pit release | Date and Hour of Occurrence ? Date and Hour of Discovery N . A .
Was Immediate Notice Given? If YES, To Whom? N/A
O Yes [ No Not Required m§)67897077-
By Whom? Date and Hour /ﬁl REZAN
Was a Watercourse Reached? 1 YES, Volume Impacting the Watercourse. /\V @E 2t ’U':‘\
L) Yes BI N e Cep,. =
If'a Watercourse was Impacted, Describe Fully.* 3 & A Ta ey
S g, Dy 2
s < N
N/A 2 W, &
NS S
Describe Cause of Problem and Remedial Action Taken * \e ’l/
During permanent pit closure a chloride and TPH impact were discovered. A five gfrﬁ;’o composite

Describe Area Affected and Cleanup Action Taken.* Contamination was addressed under the "spill rule", 19.15.30.
60-cubic yards of contaminated soil was hauled from site of release to IEI Landfarm. C-144 ranking=10.
The chloride release (1360-mg/kg) and TPH release (311l-mg/kg, 8015 Mthd.) do not pose a threat to the
contamination of groundwater. See attachment to "Final C-141" and invoice #15960.

I héreby certify that the information given above is true and complete to the best of my 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 releases which may endanger
public health or the environment. The acceptance of a C-141 report by the NMOCD marked as "Final Report” does not relieve the operator of liability
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 compliance with any other
federal. state. or local laws and/or regulations.

OIL CONSERVATION DIVISION
Signature {l//}, ZZ // /1/

1]

Approved by District Supervisor. 2; 7
Printed Name: KUTt Fagre 1us PP ’ ' p ZZV/ ‘0Z/
&

Title: VP Exploration Approval Date- (e /[O/([, Expiration Date:
I

E-mail Address” kfagrelius@duganproduction.com Conditions of Approval'

Date: June 6, 2011 Phone: 505-325-1821 | ALK ([223SY 92

Attached [}

* Attach Additional Sheets I1f Necessary
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CARDINAL

PHONE (575) 393-2326 ° 101 E. MARLAND ° HOBBS, NM so. .¢

L aboratories

January 24, 2011

MIKE SANDOVAL

DUGAN PRODUCTION

P. 0. BOX 420
FARMINGTON, NM 87499

RE: PIT CLOSURES

Enclosed are the resuits of analyses for samples received by the laboratory on 01/18/11 7:50.
Cardinal Laboratories s accredited through‘Texas NELAP for:

Method SW-846 8021  Benzene, Toluene, Ethyl Benzene, and Total Xylenes

Method SW-846 8260  Benzene, Toluene, Ethyl Benzene, and Total Xylenes

Method TX 1005 Total Petroleum Hydorcarbons

Certificate number T104704398-08-TX. Accreditation applies to solid and chemical materials and non-potable
water matrices.

Cardinal Laboratories is accreditated through the State of Colorado Department of Public Health and Environment for:

Method EPA 552.2 Haloacetic Acids (HAA-5)
Method EPA 524.2 Total Trihalomethanes (TTHM)
Method EPA 524.4 Regulated VOCs (V2, V3)

Accreditation applies to public drinking water matrices.

This report meets NELAP requirements and is made up of a cover page, analytical results, and a copy of the original
chain-of-custody. If you have any questions concerning this report, please feel free to contact me.

Sincerely,

e

4
Celey D. Keene
Lab Director/Quality Manager

%
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CARDINAL
N aboratories

Analytical Results For:

DUGAN PRODUCTION
MIKE SANDOVAL

P. 0. BOX 420
FARMINGTON NM, 87499

PHONE (575) 393-2326 ° 101 E, MARLAND ° HOBBS, NM 88240

Fax To: (505) 327-4043
Received: 01/18/2011 Sampling Date: 01/13/2011
Reported: 01/24/2011 Sampling Type: Soil
Project Name: PIT CLOSURES Sampling Condition: Cool & Intact
Project Number: SEP PIT TURKS TOAST #1 Sample Received By: Jodi Henson
Project Location: NOT GIVEN
Sample ID: TURKS TOAST #1 (H100110-01)
BTEX 82608 mg/kg Analyzed By: AB/
Analytev Result Reporting Limit Analyzed Method Blank BS % Recovery True Value QC RPD Qualifier
Benzene* <0.100 0.100 01/19/2011 ND 1.85 92.5 2.00 5.62
Toluene* <0.100 0.100 01/19/2011 ND 1.87 93.3 2.00 3.47
Ethylbenzene* <0.100 0.100 01/19/2011 ND 1.78 89.0 2.00 1.12
Total Xylenes* <0.300 0.300 01/19/2011 ND 5.70 95.1 6.00 0.249
Surrogate: Dibromofluoromethane 106 % 80-120
Surrogate: Toluene-d8 108 % 80-120
Surrogate* 4-Bromofluorobenzene 107 % 80-120
Chloride, SM4500CI-B mg/kg Analyzed By: LR
Analyte Result Reporting Limit Analyzed Method Blank BS % Recovery True Value QC RPD Qualifier
Chloride 1360 16.0 01/18/2011 ND 432 108 400 0.00
TPH 418.1 mg/kg Analyzed By: CK
Analyte Result Reporting Limit Analyzed Method Blank BS % Recovery True Value QC RPD Qualifier
TPH 418.1 4200 500 01/21/2011 ND 1060 106 1000 0.948
TPH 8015M mg/kg Analyzed By: AB
Analyte Result Reporting Limit Analyzed Method Blank BS % Recovery True Value QC RPD Qualifier
GRO C6-C10 <50.0 50.0 01/18/2011 ND 215 86.2 250 2.76
DRO >C10-C28 311 50.0 01/18/2011 ND 204 81.7 250 4.94
Total TPH C6-C28 311 50.0 01/18/2011 ND 419 83.8 500 3.98
Surrogate 1-Chlorooctane 882% 70-130
Surrogate 1-Chlorooctadecane 9435 % 70-130

Cardinal Laboratories

PLEASE NOTE  Labity and Damages

any other cause whatsoever shall be deemed wawved unless made in wnbng and recewed by Cardinal wathin thity (30) days after completion of the applicable servce

Cardinal’s labilty and client’s exclusive remedy for any clam ansing, whether based in contract or tort, shall be hmited to the amount paid by clhent for analyses,
In no event shall Cardnal be hable for incdental or consequenual damages,

*=Accredited Analyte

Al clams, ncluding those for neghgence and

meluding, without limitabion, business interrupbions, 10ss of use, or loss of profits mcumed by client, Its subsidiaries, amliates or successors ansing Out of of related to the performance of the services hereunder by Cardinal, regardless of whether such

claim 15 based upon any of the above stated reasons or otherwise Results refate onlly ta the samples identfied above This report shall not be reproduced except in full with wnitten approval of Cardinal Laboratones.

UA

Celey D. Keene, Lab Director/Quality Manager

| Page2of4




| CARDINAL
8 L aboratories

PHONE (575) 393-2326 ° 101 E. MARLAND ° HOBBS, NM 88240

Notes and Definitions

ND Analyte NOT DETECTED at or above the reporting limit

RPD Relative Percent Difference

*x Samples not received at proper temperature of 6°C or below.
*kk Insufficient time to reach temperature,

- Chloride by SM4500CI-B does not require samples be received at or below 6°C

Samples reported on an as received basis (wet) unless otherwise noted on report

Cardinal Laboratores *=Accredited Analyte
PLEASE NOTE Labiity and Damages Cardinal’s labity and chent's excluswe remedy for any clam ansing, whether based :n contract or tort, shall be kmied to the amoumt paid by clent for analyses Al caims, ncluding those for negligence and
any other cause whatsoever shall be deemed wawed unless made in wibng and recewed by Cardinai within thuty (30) days after completion of the applicable service In no event shall Cardinal be hable for ncidental or corsequential damages,

mcluding, without imitabon,  business interruptions, loss of use, or loss of profits ncurred by client, its subsidianss, affiiates or successors ansing out of or refated to the performance of the services hereunder by Cardinal, regardless ot whether such
claim'is based upan any of the above stated reasons or atherwise Results refate only to the samples identfied above This report shail not be reproduced except (0 full with wntten approval of Cardinal Laboratories.

Celey D. Keene, Lab Director/Quality Manager L Page 3 of 4 J
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Contact:

Address:

/f/f(/)f

Phore Number. " &~ } =84

CHAIN OF CUSTODY RECORD

NOTES:

1) Ensure proper container packaging.

2% Ship samples pr

1) Designate Sample Reject Dispositon

PO¥ 5@}9/‘51;1‘{;/" /, ¥

smptly following collection

Page of

Table 1. — Matrix Type

1 = Surface Water, 2 = Ground Water GAL JOR #
3 = Soil{Sediment, 4 = Rinsate, S= 0il

6 = Waste, 7 = Other (Spemf:.:

FOR GAL USE ONLY

FAX Number: JQ 7— Qﬁﬁ

Pruject Name: J 27,

&,

- Samplers SlgnalurW A{

Lab Name: Green Analytical Laboratones

(O70) 247-4220  FAX (970) 247-4227

Analyses Required

| Addeess: 75 Suttle Streex, Durango, CO 81303
Collection Miscellaneous Preservative(s) ")
A
= N =
~ £ |z A -1
= =] o ?) '.\U‘—‘\ 3 6
= < 3 1= = Y ) = O 4
Sample ID Date Time 5 < g :;5 B 35 )z: - et T ! Conunents
3 |58 | & |2 LS ES N
kT _55_‘ P 2 @ o é o = Q‘w,ﬁ Sy
. 2 Jg8l 0 | ElElg2la| Qe B H O
HIDDUD S 2812 14 15 52 8,218V
AL A A Vi oo AV YR
2
N
3
4
5.
6,
B.
> /J
i0. |
2
R 27 ! /// A A oY 7%}:% v{/m 37;1/3 /AREEY
climguus| y: e ine: g o Tugg ¢/
7 {/ M 1 "P '\S
/vr Z Lf gl’ [‘é’t}; ‘?T Q

* Sample Rejecl: [ ] Retarn [ } Dispose [ ] Store (3¢ Days) ~

| Page4of4
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Fepsysiems Hme.,

Industrial Ecosystems Inc.
P.O. Box 1202

Flora Vista, NM 87415

PH. (505) 632-1782

TAX 1.D. #94-3200034

Sold To: DUGAN PRODUCTION CORP

709 E MURRAY DRIVE

Fax: (505) 632-1876

FARMINGTON, NM 87499-0420

| Contact !

l ; ;

| MTKE SANDOVAL :

P i

| Quantity .

|

k DATE OF SERVICE:

1] WO $15662

MATERINAL

Description_

CONTAMINATED

Payment Terms
Net 30 Days

Invoice Number:
Invoice Date:
Page: 1

15960

PLEAST,
Industrial Feosystems, ine
PO Hox 1202

Flora Vista WM §7413

Location: MIKE SANDOVAL

Jan 14, 2011

RUMIT PAVMIENT 1oy
[

TURKS TOAST #1 SEPARATOR PIT

Due Date |
2/13/11

1/13/711

TRANSPORTED BY RALPH M1LLER,

SOIL

DISPOSED Of
. 1,001 CHLORIDE TEST
= 60.001 DISPOSAL PER YARD

FOR BILLING INQUIRIES PLEASE CALL

(505) 632-1782

ACCOUNTS ARE DUE NET 30 DAYS PURCHASER AGREES TOPAY
FINANCE CHARGES OF 1 5% PER MONTH (ANNUAL PERCENTAGE RATE
OF 18%) OR A MINIMUM CHARGE OF .50 PER MONTH ACCOUNTS THAT
HAVE BEEN PLACED FOR COLLECTION WiLL BE CHARGED A $100 00
COLLECTION FEE IN ADDITION TO REASONABLE ATTORNEY FEES AND

COLLECTION CHARGES

Unit Price

Do7/1-75

15.0C
17.50

E
I
l
|
|

Subtotal
Sales Tax

Total Invoice Amount

TOTAL

Customer PO

i
'

.. Extension

15.00

1, 050.00

1, 60h.00
&'7.23

1,132.27%

1,132.23

i
!
|
i
]
i
i

!
i
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[ndustrial Ecosystems Inc.
Soil Reclamation Center

#49 CR 3150
Aztec NM 87410

P.0. Box 2043
Farmington NM 87499

Phone: (505) 632-1782
Fax: (505) 632-1876

Material Entry Record
Date: /; /5' //

Generator of Material: '\\\1 Loy Gl Phone Number:

Origin of Material (Location): FJ‘L, ' K% ID C %+ ‘:d' “ 9/(713/44 l&:ﬁllorn P +.

Company Representatives Name: |/} | ICe éngé‘l (10&,,6

Material Transported by: wl

Driver's Name/z et 1l M\Zz, I

(,é;

S ZASIE )

m-Detect
47 PH

H2S Gas [0 Detect: Level

ﬁ%hlondes

Driver's Cell # . i TDS
Truck Number ij“(] o C AL
Pile Number: ] Paint Filter Test: Zéassed O Failed
0 Logged in Corresponding BioPile Sheet 1 Pit JTanks
[0 DENIED / REJECTED Mud
Type of Material
Soit S Tank Bottom Siudge
Gravel k Tank Cleaning Residue !
Solidified Ligquid Charcoal Filter Media
Other Washout by:
Amount of Material
Load #1 |Load #2 |Load #3 {Load#4 jlLoad#5 |Load#6 |Load #7 |Load #8 ]Load #9 jlLoad #10
Cubicvards | J o> | > | S 2| S AN 2
Barrels
Washout
—
Truck # D’D'j T-I)S1-25 /l”m D2
. P ~ 7 P P
Time In \O< DO [ 2:50 ) 2753 1) %Ln
Timeout | /) 2 [0 Aen, (,?g& [ OS5
Login initials [ ] TS
-~ B Lo h
Exempt XXX 7 g L N N \\
/ o Nt {
Non Exempt ) ool ¢ /
i, {K\ A /

I certify that the quantity and type of waste is that listed above. To the be&l\of my knowledge,wo other
quantities or types of wastes have been added or removed/, \~

Driver's sagnature:f/(/jﬁr . o /

SN el

e A
> -.‘"L /‘C / .i""m

*

Attendant's Signature:

jj_ I~
2

*Attach copy of test resulfts to C-138/COW



Dugan Production
Turks Toast # 1
Seperater Pit

e -

Refgrence Point:Well head

From Reference Point Go N. 60 Degrees NW. For
a Distance of 45" to Center of Pit.

atraaw



" Permanent pit: Turks Toast #1 (Separator)
API number: 30-045-25430
Results of sample analysis on the five-point composite sample collected on the subject
permanent pit exceeded limits permissible under the “pit rule” (19.15.17.13.C) (see attached
C-141 with analytic results).

The Environmental Bureau of the Oil Conservation Division (OCD) in Santa Fe is hereby provided
a C-144 (closure report) and an “initial” C-141 (release notification) with analytic results of soil
testing. The closure date on the C-144 (box 21) shows the date that the soil analysis did not meet
pit rule standards. Also, this letter hereby provides notice that the subject permanent pit will be
closed according to the requirements of the “spill rule” (19.15.30).

The OCD district office in Aztec is hereby provided a copy of the “initial report” C-141 (release
notification) with analytic results of soil testing and also notice that the subject permanent pit
will be closed according to the requirements of the “spill rule” (19.15.30). Assessment, clean-up
and remediation of the reported spill will be done in accordance with the spill rule under the
authority of the Aztec District office of the OCD. The “final report™ C-141 with photo
documentation of site reclamation will be sent to the Aztec District office of the OCD.

Following clean-up of the reported release and determination that the release is not a threat to
groundwater contamination, the permanent pit will be closed in accordance with the approved C-
144 (closure plan) and will include the following:

1. Stockpiled sub-surface soil will be used 1o backfill pit and re-contour (to a final or
intermediate cover that blends with the surrounding topography). A minimum of four-
feet of compacted, non-waste containing, earthen material will be used as backfill.

o

Stockpiled surface soil will be used as a cover over the backfilled pit and disturbed area
no longer needed for production operations. The soil cover will include either the
background thickness of top soil or one-foot of suitable material to establish vegetation at
the site whichever is greater. The soil cover will be constructed to the sites existing
grade and prevent water collection or ponding and erosion of the cover material.

. Disturbed areas will be seeded the first growing season afler the pit is closed. Seeding
will be accomplished by drilling on contour whenever possible or by other division
approved methods. BLM stipulated seed mixes will be used on all Federal lands and
OCD approved seed mixes (administratively approved if required) will be used on all
State or private lands. Vegetative cover will equal 70% of the native perennial vegetative
cover (un-impacted) consisting of at least three native plant species, including at least one
grass, but not including noxious weeds, and maintain that cover through two consecutive
growing seasons. If alternate seed mix is required by the state, private owner or tribe, it
will be implemented with administrative approval if needed. Seeding or planting will be
continued until successful vegetative growth occurs.

wo

4. The Aztec District office of the OCD will be notified after each re-seeding operation and
after successful re-vegetation has been achieved.

Kurt Fagrelius

VP — Exploration, Dugan Production Corp.
Farmington, New Mexico 87401
505-325-1821 (0). 505-320-8248 (C)
kfagrelius@duganproduction.com

e



Lease Name: Turks Toast #1 (Separator)

AP| No.: 30-045-25430
|
Site Specific Infromation
Depth to 520-ft. | Distance to Surface | 600-ft | Wellhead Protection Area | >1000-ft
Groundwater Water Body Distance from Water Source
Total Ranking Score
Depth to | Ranking| Distance to Surface | Ranking| Wellhead Protection Area | Ranking Score| Total Ranking
Groundwater | Score Water Body Score | Distance from Water Source |Yes =20, No=0 Score
<50-feet 20 |<200-feet 20 |<1000-feet from water source 0
50 - 99 10 (200 - 1000 10 |<200-feet domestic water 0
>100-feet 0 >1000-feet 0 10
Total Ranking Score Sample
| >19 10 - 19 0-9 Analysis
Benzene (mg/kg) 10 10 10 <0.100
BTEX (mg/kg) 50 50 50 <0.300
TPH (mg/kg) 100 1000 5000 311
Chorides (mg/kg) N.A. N.A. N.A. - 1360 -
Note: Analytical methods used for Benzene SW-846, BTEX SW;846, TPH 8015 and Chlorides 4500-C1-B.

C-144 ranking = 10. Release does not pose a threat to groundwater contamination.

[




Turk’s Toast #1 Hydrogeologic Repbrt

The Turk’s Toast #1 is located on Federal land on the northwest margin of the San Juan Basin, in San
Juan County, New Mexico. The area is characterized as a poorly drained, Kirtland Shale “Badlands” area
that is bordered by “Pinon Mesa” (2-miles east).

A records search of the NM Office of the State Engineer -iWATERS database was conducted on a three
square mile area centered on the Turk’s Toast #1 location (Exhibit 2). No water wells were located in the
database search. The search results are shown on Exhibit 1.

The main source of stock water in the region is encountered in valley-fill deposits in existing arroyos at
shallow depths of approximately 15 — 50 feet below the surface and stock tanks constructed on surface
shale layers at the confluence and upper reaches of arroyos. The below grade tank is not located in an
arroyo; the closest arroyo is 600-feet to the southeast (Exhibit 2). The arroyo is very small and carries
water only during seasonal periods (rainfall and snowmelt.

The Kirtland Shale extends from the surface down to a depth of approximately 505-feet. The interval is
comprised of an upper shale member, middle sandstone member (Farmington Ss.) and a lower shale
member. The middle sandstone member is either absent or very poorly developed in the area. The
entire Kirtland section is comprised of siltstone and shale and does not have rocks capable of storing
water. The Kirtland is not expected to contain groundwater in the area.

The underlying Fruitland Formation extends from 505 to 1000-feet. There is sand at 520-550, 660-680
and 810-885 inter-bedded with shale and coal that contain groundwater. Also, the Fruitland Coal /
Pictured Cliffs interval from 960 to 1100-feet contain groundwater and natural gas. The water quality is
very poor (>10,000 ppm TDS). Water that is recovered with natural gas production is disposed of in
nearby salt water disposal wells (analysis of this water is available upon request from Dugan
Production).

Based on electric open hole logs, the iIWATERS database and literature reviewed, depth to ground water
ranges from 15 — 20 feet below the surface in major arroyos in the area. Moving away from the washes,
depth to ground water drops rapidly to greater than 200 feet below the surface. At the location of the
below grade tank, poor quality ground water might be found in the Fruitland sand at 520-885 feet or the
Fruitland Coal / Pictured Cliffs interval at a depth of 960-1100 feet below the surface.

Excessive drilling depth, unpredictable variations in reservoir quality and water quality have
discouraged the drilling of water wells in the in the subject area.

This Hydrogeologic Report was prepared by Mr. Kurt Fagrelius, Geologist for Dugan Production. Mr.
Fagrelius has been employed as a geologist for Dugan for the past 3 1-years, received a MS in Geology
from NMIMT in Socorro, NM and a BS in Geology from FLC in Durango, CO.

Stone, W.J., Lyford, F.P., Frenzel, P.F., Mizell, N.H., and Padgett, E.T., 1983, Hydrogeology and
water resources of San Juan Basin, New Mexico: New Mexico Bureau of Mines and
Mineral Resources Hydrologic Report 6, 70 p. ‘

Brown, D.R., and Stone, W.J., 1979, Hydrogeology of Aztec quadrangle, San Juan County, New
Mexico: New Mexico Bureau of Mines and Mineral Resources Hydrogeologic Sheet 1.

Levings, G.W., Craigg, S.D., Dam, W.L. Kernodle, J. M., and Thorn, C.R., 1990, Hydrogeology
of the San Jose, Nacimiento, and Animas Formations in the San Juan Structural Basin, New
Mexico, Colorado, Arizona and Utah: U.S. Geological Survey, Atlas HA-720-A, Sheet |
and 2.

Thorn, C.R., Levings, G.W., Craigg, S.D., Dam, W.L., and Kernodle, J.M., 1990, Hydrogeology
of the Ojo Alamo Sandstone in the San Juan Structural Basin, New Mexico, Colorado,
Arizona and Utah: U.S.G.S, Atlas HA-720-B, Sheet 1 and 2.
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Page 1 of 1

Kurt Fagrelius

From: Kurt Fagrelus
Sent: Tuesday, March 29, 2011 2:06 PM
To: 'dave_mankiewicz@nm.bim.gov’; 'brad.a.jones@state.nm.us.', 'Powell, Brandon, EMNRD'; Kurt Fagrelius

Subject: Surface Owners Notice of Intent to Close Permanent Pits

Dear Sirs. :

In accordance with the New Mexico Oil Conservation Division “Pit Rule” (19.15.17.13 NMAC) you are
hereby being notified that Dugan Production Corp. intends to close and reclaim the surface (both are
located on Federal Surface) at the “permanent pits” listed below. Also, in accordance with 19.15.17 13,
the Aztec district office of the OCD wiil be given at least a 72-hour notice (but less than one week) prior to
commencement of final closure of the subject permanent pits. Also, in accordance with the “Terms and
Conditions” of the approved APD'’s, the Farmington field office of the BLM will be given a 48-hour notice
prior to commencing final closure of the subject pits.

If you have any questions or require additional information, please contact me (contact information is
listed at bottom).

Dugan Production Corp. - Permanent Pits Located on Federal Surface

Well Name APl Number
o=t ]
and Number Unit Ltr.  Sect.
Turks Toast #1 (Separator) 30-045-25430 D 18
Turks Toast #1 (Production Tank) 30-045-25430 D 18

Kurt Fagrelius

Dugan Production Corp.

709 East Murray Drive

Farmington, New Mexico 87401
505-325-1821 (O), 505-320-8248 (C)
kfagrelius@duganproduction com

3/29/2011



Kurt FaLgrelius

From:
Sent:
To:
Subject:

Return Receipt

Your
document :

was
received
by:

at:

dmankiew@blim.gov

Wednesday, March 30, 2011 3 09 PM

Kurt Fagrelius

FW. Surface Owners Notice of Intent to Close Permanent Pits

FW: Surface Owners Notice of Intent to Close Permanent Pits

Dave Mankiewicz/FFO/NM/BLM/DOTI

03/30/2011 03:08:50 PM



Kurt Fagrelius

From: Jones, Brad A, EMNRD [brad.a jones@state.nm.us]

To: Kurt Fagrelius

Sent: Tuesday, March 29, 2011 2:13 PM

Subject: Read Surface Owners Notice of Intent to Close Permanent Pits

Your message

© To: brad.a.jones@state.nm.us
Subject:

was read on 3/29/2011 2:13 PM.



>

Kurt Fag[elius

From: System Administrator

To: Kurt Fagrelius

Sent: Tuesday, March 29, 2011 2:06 PM

Subject: Delivered- Surface Owners Notice of Intent to Close Permanent Pits

Your message

To: 'dave_mankiewicz@nm.blm.gov'; 'brad.a.jones@state.nm.us.'; 'Powell, Brandon, EMNRD'; Kurt Fagrelius
Subject: Surface Owners Notice of Intent to Close Permanent Pits
Sent: 3/29/2011 2:06 PM

was delivered to the following recipient(s):

Kurt Fagrelius on 3/29/2011 2:06 PM



2

Kurt Fa_grelius

From: postmaster@duganproduction.com

Sent: Tuesday, March 29, 2011 2:06 PM

To: Kurt Fagrelius

Subject: Delivery Status Notification (Relay)

Attachments: ATT06395.txt, Surface Owners Notice of Intent to Close Permanent Pits

ATT06395.txt (544 Surface Owners
B) Notice of Inten...

15

This is an automatically generated Delivery Status Notification.

Your message has been successfully relayed to the following recipients, but the requested
delivery status notifications may not be generated by the destination.

brad.a.jones@state.nm.us
Brandon.Powell@state.nm.us
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Kurt Fagrelius

From: Kurt Fagrelius _

Sent: Thursday, April 21, 2011 1 18 PM

To: '‘Powell, Brandon, EMNRD"; 'Mark_Kelly@nm bim.gov'; ‘dave_mankiewicz@nm.bim.gov'; 'Jim_Lovato@bim.gov'; ‘Bill_Liess@blm.gov',
lucas_vargo@blm.gov'

Cc: Johnny Lane; Mike Sandoval; Kurt Fagrelius

Subject: 72-Hour notice to close perm. pits 4-27 thru 4-29-2011

Attachments: 72-Hr Notice to Close Permanent Pits 4-27 Thru 4-29-2011 .xls

Dear Mr Brandon Powell, Mr. Mark Kelly, Mr Dave Mankiewicz, Mr Jim Lovato, Mr. Bill Liess and Mr.
Lucas Vargo,

Dugan Production Corp. is hereby giving notice that Dugan will be closing the permanent pits on the
following well pads:

1) Jeffers Federal #2-23

2) Drip Tank #4 by the Poles Paradise #2

3) Turks Toast #1 Separator

4)  Turks Toast #1 Production Tank

Site specific and soil analysis information for each permanent pit is included In the enclosed attachment.
All four of the permanent pits are located on Federal Surface.
Permanent pits will be closed starting Wednesday, April 27, 2011 thru Friday, April 29, 2011.

if you have any questions or require additional information, please contact me.

Kurt Fagrelius

Dugan Production Corp.

709 East Murray Drive

Farmington, New Mexico 87401
505-325-1821 (O), 505-320-8248 (C)

4/21/2011



Dugan Production Corp. Permanent Pits to Close 4-27 thru 4-29-2011

Lease Name |Jeffers Federal #2-23 |Jeffers Federal #2-23 |Drip Tank #4

APl Number © 30-045-24439 ~___Sidewall Samples by Poles Paradise #2
$_uﬁ_a_qe Owner - Notice Sent . - — Fé“d’ér‘ér'““ a__h " Federal

Location - UL, Sec., Twp, Rge . K2-T23N-REW T v 'K-9-T30N-R14W
Latitude 36.25378N_ T oo 36.82759 N
Longitude . fo7es3TEW T T oo 108.32121 W
Benzene (<0.2 mg/kg) ~ <0.100-mg/kg ~ <0.050-mgkg  <0.100-mg/kg

Betex (<50 mg/kg)  <0300-mg/kg  <0.150-mglkg <0.300-mg/kg

TPH - Analytic Mthd-418.1 (<100 mg/kg) ~__ 9800-mghkg _ <100-mg/kg_ 5770-mglkg
TPH=GRO + DRO - Analytic Mthd-8015 _~ 1,000-mg/kg, 2180-mg/kg _ <10-mg/kg __ 100-mg/kg, 1220-mg/kg
Chlorides (<250 mg/kg) 656-mg/kg  2760-mglkg 160-mg/kg

Thresholds as per "Pit Rule” 19.15.17 NMAC are o
highlighted in red.

T_tjze—_asnolds as per "Spill Rule" 19.15.30 NMAC ‘a_r:e_: _ o
highlighted in blue.

NOTE
The Jeffers Federal #2-23, Drip Tank #4 by the Poles Paradise #2 and Turks Toast #1 sample analy5|s exceed the limits as per

the "Splll Rule" NMAC. TPH and Chlorlde levels exceed allowable levels. However, bedrock was encountered at the base of
each excavation. Sidewall samples were taken in the Jeffers Federal and Drip Tank #4 (to determine remaining level of

contamination from surface down to bedrock) and tested well above the threshold limits of the sprll rule The elevated
Chloride and TPH levels in the bottom of the excavations do not appear to pose a risk to groundwater at the subject locations

due to th the depth of groundwater at the Jeffers Federal #2-23 (>200-ft.), Drip Tank #4 (>480-ft. .) and Turks Toast #1 (>520-ft).




Dugan Production Cbrp. Permanent Pits to Close 4-27 thru 4-29-2011

Drip Tank #4 |Turks Toast #1 Separator

|Turks Toast #1 Production

~ Sidewall Samples 30-045-25430
- Federal
D-18-T30N-R14W
36.80926 N
108.35617 W

<0.100-mg/kg
<0.300-mg/kg
4200-mg/kg

<0.050-mg/kg
<0.150-mg/kg
202-mg/kg
23.5-mg/kg

16.0-mg/kg 1360-mg/kg

1000-mg/kg, 311-mg/kg
..1490-mghkg

_30-045-25430

Federal

D-18-T30N-R14W
.-36.80926 N

. 108.35617 W

_<0.100-mg/kg

~<0.300-mglkg
995-mgkg
_.1000-mg/kg, 37.3-mg/kg




- Kurt Fagrelius

From: postmaster@duganproduction.com

Sent: Thursday, April 21, 2011 1:18 PM

To: Kurt Fagrelius

Subject: Delivery Status Notification (Relay)

Attachments: ATT11610.txt; 72-Hour notice to close perm. pits 4-27 thru 4-29-2011

ATT11610.txt (413 72-Hour notice to
B) close perm. ... o
This is an automatically generated Delivery Status Notification.

Your message has been successfully relayed to the following recipients, but the requested
delivery status notifications may not be generated by the destination.

Brandon.Powell@state.nm.us



Kurt Fﬂrelius

From: Kurt Fagrelius

To: Kurt Fagrelius

Sent: Thursday, April 21, 2011 1:20 PM

Subject: Read. 72-Hour notice to close perm. pits 4-27 thru 4-29-2011

Your message

To: 'Powell, Brandon, EMNRD'; 'Mark_Kelly@nm.blm.gov'; 'dave_mankiewicz@nm.blm.gov'; Jim_Lovato@bim.gov; Bill_Liess@blm.gov;
'lucas_vargo@blm.gov' .

Cc: Johnny Lane; Mike Sandoval; Kurt Fagrelius

Subject: 72-Hour notice to close perm. pits 4-27 thru 4-29-2011

Sent: 4/21/2011 1:18 PM

was read on 4/21/2011 1:20 PM.



Kurt Fagelius

From:
Sent:
To:
Subject:

Return Receipt

Your
document :

was
received
by:

at:

mkelly@blm.gov

Thursday, April 21, 2011'1:45 PM

Kurt Fagrelius

72-Hour notice to close perm. pits 4-27 thru 4-29-2011

72-Hour notice to close perm. pits 4-27 thru 4-29-2011

Mark Kelly/FFO/NM/BLM/DOI

04/21/2011 01:44:44 PM



Kurt Fagrelius

From:
Sent:
To:
Subject:

Return Receipt

Your
document :

was
received

by:

at:

jlovato@blm.gov

Thursday, April 21, 2011 3:36 PM

Kurt Fagrelius

72-Hour notice to close perm. pits 4-27 thru 4-29-2011

72-Hour notice to close perm. pits 4-27 thru 4-29-2011

Jim Lovato/FFO/NM/BLM/DOI

04/21/2011 03:36:08 PM



Kurt Faﬁrelius

From:
Sent:
To:
Subject:

Return Receipt

Your
document:

was
received
by:

at:

lvargo@blm.gov

Thursday, April 21, 2011 4:24 PM

Kurt Fagrelius

72-Hour notice to close perm. pits 4-27 thru 4-29-2011

72-Hour notice to close perm. pits 4-27 thru 4-29-2011

Lucas Vargo/FFO/NM/BLM/DOI

04/21/2011 04:24:21 PM



Kurt Fggrelius

From: System Administrator

To: Kurt Fagrelius; Johnny Lane: Mike Sandoval

Sent: Thursday, April 21, 2011 1:18 PM

Subject: Delivered: 72-Hour notice to close perm. pits 4-27 thru 4-29-2011

Your message

To: ‘Powell, Brandon, EMNRD'; 'Mark_Kelly@nm.blm.gov'; ‘dave_mankiewicz@nm.blm.gov'; Jim_Lovato@blm.gov; Bill_Liess@bim.gov;
‘lucas_vargo@blm.gov'

Cc: Johnny Lane; Mike Sandoval; Kurt Fagrelius

Subject: 72-Hour notice to close perm. pits 4-27 thru 4-29-2011

Sent: 4/21/2011 1:18 PM

was delivered to the following recipient(s):

Kurt Fagrelius on 4/21/2011 1:18 PM
Johnny Lane on 4/21/2011 1:18 PM
Mike Sandoval on 4/21/2011 1:18 PM
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Kurt Fagrelius

From: Powell, Brandon, EMNRD [Brandon.Powell@state.nm.us]
Sent: Friday, April 15, 2011 11.08 AM

To: Jim_Lovato@bim.gov, Mark_Kelly@bim.gov

Cc: Kurt Fagrellus

Subject: Dugan Jeffers Federal 2 #23

Jim and Mark-

On the Jeffers Federal 2 #23 API# 30-045-24439 | have approved Dugan to close an old production pit
based off of the results meeting our requirements on the remediation. However, | requested they
contact you to ensure they have met your requirements.

The bottom of the excavation still exceeds our TPH levels however due to bedrock being encountered
and the depth of groundwater in the area we are allowing them to leave the rest of the contamination
in-place due to its low risk to the environment. The side walls passed our TPH requirements, but there
are some elevated chioride levels. The chloride levels don’t appear to pose a risk to the groundwater in
the area, so we are not requiring any further remediation.

If you have any questions please let me know.

Thank You

Brandon Powell

Environmental Specialist

New Mexico Qil Conservation

1000 Rio Brazos Rd, Aztec NM 87410
Office: (505) 334-6178 ext. 115
E-mail: Brandon.Powell@state.nm.us

4/26/2011



