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IMPORTANT NOTICE:

Phoenix Environmental, LLC., with offices at 2113 French Drive, Hobbs, New Mexico 88241 (the
Company), has prepared this project report for remediation of West Pearl Queen #301, to the
best of its ability. No warranty, expressed or implied, is made or intended. The report was
prepared for Xeric Oil & Gas Corp., with offices at 14781 Memorial Drive, Ste 1754, Houston,
Texas, 77079, (the Client). All information disclosed in this plan is for internal purposes only and
is considered confidential. By accepting this document, the recipient agrees to keep confidential
the information contained herein. The recipient further agrees not to copy, reproduce or distribute
to any third party this project plan in whole or in part, without express written permission from
the Company or Client.
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NEW MEXICO ENERGY, MINERALS  and
NATURAL RESOURCES DEPARTMENT

BILL RI(_H.ARDSON
Governar 4
Joanna Prukop
Cabinet Secrctary ﬁg 57/ ?‘8 ﬂ
et Brpesting Frog MOIEIN
T eeerengs ot Tetogeat of Ahee Favdpsiadae
l

05-Apr-006
XERIC OIL & GAS CORP

PO BOX 352
WMIDLARND TX 79702

Dcar Operator:

Mark E. Fesmire, P.E.
Divector
Qit Conservation Division

= e

|
|
|
!
| |
! NOTICE OF VIOLATION - Inspection
!

!

"The following inspection(s) indicate that the well, equipment, location or operational status of the well\ *) failed to meet standa«ds
of the New Mexico O] Conservation Division us described in the detail section bejow. To comply with -tandards imposed by
Ruies anc Regulations of the Division, corrective action must be taken immediately and the situation brou sht into compliance

The detail section indicates preliminary findings and/or probable nature of the uol}a

tion. This determinatic 1 is based on an

inspection of your weil or facility by an inspector employed by the Oil Conservaiiga Drvision on the date(s) ‘ndicated.

Please notify the proper district office of the Divisian, in writing, of the date correy
that arrangervents can be made to reinspeet the well and/or facitity.

INSPECTION DETAIL SECTION

bive actions arc scheduled to be made so

WEST PEARL QUEEN UNIT No.301 H-31-19S-35E  30-025-36791-00-00
tnspection “Significast Corveative
Dute Type Inspection Inspectar Vielation? Non-Cpmplianes? Action Due Ry: En¢ pection No.
(4/04/2006 Routinc/Periodic Buddy Hill Yes No 7/812006 1ILWHO.194353¢1

Vinlations '

Emergency/ Tomporary Pits

Comments on Inspection:
NOTICE

Drilling Pit Open. DRILL PITS NEED TO BE CLOSED PER NMOCD RULE 50..FIRST

=22°%37% ot

g¢¢ - 577 20
o ‘ o
s03°-29- 27, |
i
—_— - : o - ——
Oil Conservavion Division * 1525 N. French Drve ¢ Hobbs. New Mexica 88240 8 \@
Prone: S05-391-5161 * Fax: 505.393.0720 ¢ hrp:/fwww efned sinte.nm.us WV
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| I, the cvent that a satisfactory responsg is notisecived to this lotter of direstion by the “Corrective Action Due By;” dan: showu,

shaove, fariher enforcement will occur, Such enforcement may include this office hpplving to the Divisiou for an order
summoning you o a heariny before a Divison Examiner in Sants Fe to show caus¢ why you should not be ordered to permancntly
plug and abandon thix well. Such a hearing may result in imposition of CIVIL PENALTIES for your vielatien of OCD rulcs.

. i
Sincerely, %d- /ﬁ%m

Chriz Williams, District Supervisor |

50

N

Hobbs OCD District Office g

~—

i
Note: (nforrnation in Detaii Section somes dircetly frar fied inspeanos deta entrics - rot all blanis will conain data.
*Significant Non-Comatiancs events ere reported divecily wa the § P&, Region Vi, Nallss. Tuxas.
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NEW MEXICO ENERGY, MINERALS  and
NATURAL RESOURCES DEPARTMENT

Mark E. Fesmire, P.E.
Director
{ Oil Conservation Division

BILL RICHARDSON
Governor
Joanna Prukop
Cabinet Secretary

-

Ficld tnspeciion Program

"Preserving the [ntegrity of Qur Lavirenment”

18-Feb-08

XERIC OIL & GAS CORP
PO BOX 352

MIDLAND TX 79702
LETTER OF VIOLATION - Inspection

Dear Operator:

The following inspection(s) indicate that the well, equipment, location or operational status of the well(s) failed to meet standards
of the New Mexico Qil Conservation Division as described in the detail section below. To comply with standards imposed by
Rules and Regulations of the Division, corrective action must be taken immediately and the situation brought into compliance.
The detail section indicates preliminary findings and/or probable nature of the violation. This determination is based on an
insgection of your well or facility by an inspector employed by the Oil Conservation Division on the date(s) indicated.

atet-Y-Y: Y Yo Yo Yo Yalstote

OO

Please notify the proper district office of the Division, in writing, of the date corrective actions are scheduled to be made so
that arrangements can be made to reinspect the well and/or facility.

DO

L

INSPECTION DETAIL SECTION

WEST PEARL QUEEN UNIT No.301 H-31-19S-35E 30-025-36791-00-00
Inspection *Significant Corrective
Date Type Inspection Inspector Violatien?  Non-Compliance? Action Due By: Inspection No.
02/12/2008  Routine/Periodic Buddy Hill Yes No 3/13/2008  iLWHO0804343170

Violations
Surface Leaks/Spills
Comments on lnspection: LARGE AREA ON NORTH WEST EDGE OF LOCATION, BEHIND COMPRESSOR, HEAVY
OIL STAIN..COVERED BY BACK-HOE. NO REMEDIATION..NO SPILL REPORT.NEEDS
SPILL REPORT AND REMEDIATION PLAN SUBMITTED ASAP..FIRST NOTICE,,,,DRILL
PITS STILL OPEN,

Oil Conservation Division * 1625 N. French Drive * Hobbs, New Mexico 88240
Phone: 505-393-6161 * Fax: 505-393-0720 * http://www.cmnrd.state.nm.us
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1n the event that a satisfactory response is not received to this letter of direction by the "Cormrective Action Due By:" date shown
above, further enforcement will occur. Such enforcement may include this office applying to the Division for an order
summoning you to a hearing before a Divison Examiner in Santa Fe to show cause why you should not be ordered to permanently
plug and abandon this well. Such a hearing may result in imposition of CIVIL PENALTIES for your viotation of OCD rules.

U, Buddy A

COMPLIANCE OFFICER

Sincerely,

Hobbs OCD. District Office

Note: Information 1n Detail Section comes directly from field inspector data entries - not all blanks will contain data.
*Significant Non-Compliance events are reported directly to the EPA, Region VY, Dallas, Texas.

Oil Conservation Division * 1625 N, French Drive * Hobbs, New Mexico 88240
Phone: 505-393-6161 * Fax: 505-393-0720 * http://www.einurd.state.nin.us
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> P.O. Box 1856 2113 Prench Dr. Hobbs, NM 88241-1856 Office 505-391-9685 Fax 505-391-9687

April 21, 2006

Xeric Qil & Gas Corporation
P.O. Box 352
Midland Tx. 79702

BOOONOC
<3 LY L g :

Attn: Mr. Nick Hood

RE: Work Plan to Clean Up the West Pearl Queen Unit # 301 Drilling Pit
Located in Unit H Sec 31, T19S and R35E of Lea County, New Mexico

Dear Mr. Ledbetter:

Phoenix Environmental, LLC (Phoenix) would like to take this time to thank you

and Xeric Oil & Gas Corp for the opportunity to provide our professional services

on the site remediation of the above listed site that is located in Lea Co. New
Mexico.

if you have any questions and/or need more data in regards to this project please
call at any time.

C
C
O
@

YoM

Sincerely,

e \m
,\bs'\@ A 3
i St
%

Ray J(Garza
Sr. Project Manager
Phoenix Environmental LLC
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Phoenix will move the stockpile of soils on the backside of the pits back to
allow room to excavate the tomb to hold the contents of the pit. While
leaving the top of the impacted soils at a minimum of three feet below
grade, the size of the tomb will need to be 150x27x20 and will yieid an

estimated 3,000cyds of total material and will hold an estimated 2,000cyds
of impacted soils.

. Once the tomb area has been excavated it will be lined with 12mil HDPE

bottom and a 20mil top with enough to fold back over the top of the
impacted sails before backfilling.

. Impacted soils at the site will then be excavated, and placed in the lined

tomb area until the top of the impacted sails are at a minimum of three feet
below grade.

. Phoenix will field screen the site during the excavation and once the TPH

and CL has dropped below clean up requirements final samples will be
taken and sent to a third party lab for analysis.

. Once all of the remediation criteria have been met for site closure and

compliance, the site will be backfilled with clean material from the site.

The site will be contoured with a slit crown to prevent the ponding of any
water and reseeded.

Once all of the closure criteria have been met, a final closure report will be
prepared by Phoenix. This report will include a summary of remediation

operations, findings on-site and lab analysis, site maps and project
photos. '

if you have any questions and/or need more data in regards to this project please
call 505-631-8314 at any time.

Sincerely,

Ray

Sr. Project Manager
Phoenix Environmental LLC

rZa




Summary/Overview

The Drilling Pit site should be completed and remediated in accordance with the
standards of the NMOCD. It is our understanding that any potential
contamination from the site was a result of activities associated with the drilling
and production of oil and gas.

The potential contaminates of concem are mid to high-level concentrations of sait
water, drilling mud, cuttings and fluids that were left after drilling operations were
completed.

The lands primary use is domestic pasture for ranching and the production -of oil
and gas.

The ground water depth data available for this area showed there is no ground
water or if there is any it is deeper than 100’ BGS.

Pursuant to the standards of the NMOCD, the clean up level for this site will be at
<5,000ppm of TPH,< 50 for BTEX and Chiorides less than <250ppm.

The following scope of work was based on data from our site visit and the
requirements of the NMOCD for site clean up.

Scope of Work for Entombment of Impacted Soils

NOTE: Phoenix for the purpose of this work plan will estimate that there is
approximately 2,000cyds of impacted soils and mud at the site that needs to be
addressed for site closure.

1. First Phoenix wili call One-Call for line spot clearance before any
excavation at the site is started and notify land owner of intent.

2. Phoenix will mobilize to the site located East of Marathon Road 22 miles
west of Hobbs NM, equipment and personnel necessary to start and
complete the site remediation as required, getting the site back into
compliance.

3. First the site will be cleared of brush and debris and a staging area set up
for site control and safety.




Puscwix Environmentar LL

P.O. Box 1856 2113 Prench Dr. Hobbs, NM 88241-1856 Office 505-391-9685 Fax 505-391-9687

April 15, 2008

Xeric Oil & Gas Corporation
P.O. Box 352
Midland Tx. 79702

Attn: Mr. Joe Cook / Mr. Tim Collier

RE: Work Plan to Clean Up the West Pearl Queen Unit # 301 Drilling Pit
Located in Unit H Sec 31, T19S and R35E of Lea County, New Mexico

Dear Srs:

Phoenix Environmental, LLC (Phoenix) would like to take this time to thank you
and Xeric Oil & Gas Corp for the opportunity to provide our professional services
on the site remediation of the above listed site that is located in Lea Co. New
Mexico.

If you have any questions and/or need more data in regards to this project please
call at any time 575-631-8314.

Sincerely,

Allen Hodge, REM
VP Operations
Phoenix Environmental LLC
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Summary/Overview

The Drilling Pit site should be completed and remediated in accordance with the
standards of the NMOCD. it is our understanding that any potential

contamination from the site was a result of activities associated with the drilling
and production of oil and gas.

The potential contaminates of concern are mid to high-level concentrations of salt

water, drilling mud, cuttings and fluids that were left after drilling operations were
completed.

The lands primary use is domestic pasture for ranching and the production of oil
and gas.

The ground water depth data available for this area showed there is no ground
water or if there is any it is deeper than 100’ BGS.

Pursuant to the standards of the NMOCD, the clean up level for this site will be at
<5,000ppm of TPH,< 50 for BTEX and Chlorides less than <250ppm.

The following scope of work was based on data from our site visit and the
requirements of the NMOCD for site clean up.

NOTE: Phoenix has spoken with Mr. Larry Johnson with the NMOCD and due to
the time that the drilling pit has been open with the liner down he has requested
that XOG install a monitor well to check ground water depth and to check for

possible impact. If there are no problems then XOG can complete the approved
work plan.

Scope of Work for Entombment of Impacted Soils

NOTE: Phoenix for the purpose of this work plan will estimate that there is

approximately 2,500cyds of impacted soils and mud at the site that needs to be
addressed for site closure.

1. First Phoenix will call One-Call for line spot clearance before any
excavation at the site is started and notify land owner of intent.

2. Phoenix will mobilize to the site located East of Marathon Road 22 miles
west of Hobbs NM, equipment and personnel necessary to start and

complete the site remediation as required, getting the site back into
compliance.




. First the site will be cleared of brush and debris and a staging area set up

for site control and safety.

. Phoenix will move the stockpile of soils on the backside of the pits back to

aliow room to excavate the tomb to hold the contents of the pit. While
leaving the top of the impacted soils at a minimum of three feet below
grade, the size of the tomb will need to be 150x30x20 and will yield an
estimated 3,333cyds of total material and will hold an estimated 2,833cyds
of impacted soils while leaving the top three feet below grade.

. Once the tomb area has been excavated it will be lined with 12mil HDPE

bottom and a 20mil top with enough to fold back over the top of the
impacted soils before backfilling.

Impacted soils at the site will then be excavated, and placed in the lined

tomb area until the top of the impacted soils are at a minimum of three feet
below grade.

Phoenix will field screen the site during the excavation and once the TPH
and CL has dropped below clean up requirements final samples will be
taken and sent to a third party lab for analysis.

Once all of the remediation criteria have been met for site closure and
compliance, the site will be backfilled with clean material from the site.
The site will be contoured with a slit crown to prevent the ponding of any
water and reseeded.

Once all of the closure criteria have been met, a final closure report will be
prepared by Phoenix. This report will include a summary of remediation
operations, findings on-site and lab analysis, site maps and project
photos.

If you have any questions and/or need more data in regards to this project please
call 505-631-8314 at any time.

Sincerely,

Alle

odge, REM

VP Operations
Phoenix Environmental LLC
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Page 12 of 27

Project Overview

Phoenix Environmental, LLC. (Phoenix) was contracted for the closure of a reserve-
drilling pit on the West Pearl Queen # 301, belonging to Xeric Oil and Gas Corp... The
West Pearl Queen # 301 is located in Section 31 T19S R35E. The GPS Reading is
32°37'04.0”N & 103°29°27.0"W, with an elevation of 3708 feet above sea level. The
land, in and around the site, is primarily used as domestic pasture for ranching and the
production of oil and gas. The pit site is located on the west side of the location.

The potential contaminates of concern were mid- to high-level concentrations of salt
water, drilling mud, cuttings, and drilling fluids that were left after drilling operations
were completed,.

The ground water depth data available from the State of New Mexico Engineers’ office
showed the vertical depth to the top of water to be about 80 feet below surface.

Pursuant to the NMOCD guidelines for clean up of unlined surface impoundments, the
clean up level for this site will be at <5,000 ppm for TPH (Total Petroleum
Hydrocarbons) and <50 ppm for BTEX (Benzene, Toluene, Ethylbenzene, and Xylene).
The NMOCD has also asked for CL (Chlorides) be returned back as close to background
levels as possible or <250 ppm.

Findings and Conclusion

It appeared that in excess of 3,000 cubic yards (cyds) of cuttings, drilling mud, and soil
were impacted in the pit area with the dimensions of 120°x120°x8".

The bottom of the excavation (approximately 15 feet) was tested for Chlorides to make
certain that the target limits had been met prior to backfilling and compaction for
closure. The site cleaned up well with vertical depth of impact, listed above at 15 feet and
not impacting groundwater. All of the final lab analyses were below the NMOCD

guidelines for unlined surface impoundments (refer to attached laboratory reports for
actual levels).

Larry Johnson with the New Mexico Oil Conservation Division requested that a soil

boring/ monitor well be installed to determine the depth of ground water (refer to page
16 on the results of soil boring.)

The site was backfilled and compacted with clean backfill and contoured with a crown

back to grade to prevent ponding on the area. The site was reseeded and should vegetate
very well with upcoming rains.
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Page 14 of 27

12. May 1, 2008 — Crew continued to transfer contents from the reserve drilling pit to
deep bury pit.

13. May 2, 2008 — I*' Deep bury (entombment) pit was capped with a 20 mil HDPE
top. Backfilling began on the I* deep bury pit.

14. May 5, 2008 - 2nd Deep bury (entombment) pit was started to hold the rest of the
reserve drilling pit contents.

15. May 6 & 7, 2008 — Crew continued to dig 2 deep bury (entombment) pit.
16. May 14, 2008 — Crew continued to dig out deep bury pit.

17. May 16, 2008 — Crew moved dirt out of way and stockpile to the side to be used
for backfilling at a later date.

18. May 19, 2008 — Crew continued to digging out dirt from deep bury pit.

19. May 20, 2008 — Crew finished digging out deep bury pit. Botiom of deep bury
(entombment) pit was cleaned and dressed to prevent damage to liner. The deep
bury (entombment) pit was lined with 20 mil HDPE bottom. The crew started
transferring the contents of the reserve drilling pit to the deep bury (entombment)

pit.

20. May 21 and May 22, 2008 — Crew continued to transfer contents of the reserve
drilling pit to the deep bury pit.

21. May 23, 2008 - The bottom of the reserve drilling pit was cleaned and final
samples were taken and sent to a third party laboratory for analysis of Chlorides
Jor final verification of the limits met. (Please refer to attached reports, pages 17
through 20 of this report). The deep bury (entombment) pit was capped with a 20
mil HDPE top.

22. May 26 & May 27, 2008 — Crew continued to backfill reserve drilling pit.

23. May 28, 2008- Crew finished backfilling reserve drilling pit. Location was
dressed. Final contouring and compaction was implemented to return the site
back to grade. Contouring was completed with a crown to prevent rainwater
ponding.

24. June 6, 2008 — The site was reseeded with native grasses and with the available
moisture should vegetate very quickly.
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Certification

The following Phoenix Environmental personnel have reviewed this report and verified
that to the best of their knowledge the contents are true and correct.

Allen Hodge, REM
Senior Project Manager
Phoenix Environmental

QOOD0O0OIO

Signature:

£
s

Registered Environmental Manager #7096
National Registry of Environmental Professionals
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Client: Xeric Oil & Gas Corp.

Page 17 of 27

SUMMARY SOIL ANALYSIS REPORT

Supervisor: Allen Hodge
Sample Matrix: Soil

Initial Project Screening

Facility: West Pearl Queen
Order No.: Ron St. John

Samples Received: Intact on site

Test
Sample Date Depth | Chlorides TPH BTEX Location Method
#1 5/22/08 127 1100 Outside South EPA 325.3
#2 5/22/08 127 875 QOutside West EPA 325.3
#3 5/22/08 10’ 450 Qutside North EPA 325.3
#4 5/22/08 8’ 1000 Inside North EPA 325.3
#5 5/22/08 8’ 650 Inside South EPA 325.3
#6 EPA 325.3
Samples reported in parts per million (ppm) and depth is in feet (*) and inches (")
I'nterim Project Screening
Test
Sample | Date Depth | Chlorides TPH BTEX Location Method
#1 5/23/08 15’ 80 Qutside South EPA 325.3
#2 5/23/08 15’ 125 Qutside West EPA 325.3
#3 5/23/08 12’ 150 Qutside North EPA 325.3
#4 5/23/08 10’ 125 Inside North EPA 325.3
#5 5/23/08 12’ 100 Inside South EPA 325.3
#6 EPA 325.3
#7
#8
#9
#10
#11
#12
#13
#14
#15
#16
Samples reported in parts per million (ppm) and depth is in feet (") and inches (")
Final (Third Party Laboratory) Project Screening Verification
Test
Sample Date Depth | Chlorides TPH BTEX Location Method
#1 8/11/08 15’ 96 QOutside South See Report
#2 8/11/08 15’ 96 Qutside West See Report
#3 8/11/08 12’ 112 Qutside North See Report
#4 8/11/08 10’ 112 Inside North See Report
#5 8/11/08 12’7 112 Inside South See Report
#6 8/11/08 0-6" <16 Background See Report
#7

Samples reported in parts per million (ppm) and depth is in feet (') and inches (")
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Siast: B g o>
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- Phoenix Environmental, LLC.
y P.O. Box 1856 - 2113 French Drive
O Hobbs, New Mexico 88241

& 505.391.9685 - FAX: 505.391.9687

% SOIL ANALYSIS REPORT

Date: 5/23/08 Facility: West Pearl Queen #301
Client: Xeric Oil & Gas Corp. Test Method: EPA 325.3
Supervisor: Allen Hodge Order No.: Donny Money
Sample Matrix: Soil Sample Received: Intact on site
QC .

c Sample CL m Depth (feet) Location

&“ #1 80 15’ Outside South

C #2 125 15° Outside West

C #3 150 12’ Outside North

C #4 125 10’ Inside North

@ #5 100 127 Inside South

< #6

COMMENTS: These samples are field screen samples taken to confirm regulator
limits prior to final lab analysis.
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ANALYTICAL RESULTS FOR

PHOENIX ENVIROMMENTAL, LLC

ATTN: ALLEN HODGE
P.O. BOX 1856

HOBBS, Nis 88241

FAX TO: (875) 391-8687

Receiving Deate; 08/11/08

Reporting Date: 08/12/08

Project Number: AP} #30-025-36791 (XOG)

Project Name: WEST PEARL QUEEN 301

Project Location: UL-H-SEC. 31-T19S-R35E LEA CO., NM

de |

olilg
e Mot

Analysis Date. 08/12/08
Sampling Date: 08/08/08
Sample Type: SOIL
Sample Condition: INTACT
Sample Received By: ML

Analyzed By. TR

c

LAB NUMBER SAMPLE ID (mgfkg)

L H15701-1 1-OUTSIDE SOUTH @ 16 g 96 |

L H167012 2OUTSIDEWEST@15 .~ 96 |
Hi57013 3-OUTSIDENORTH@ 12 ] 11377
H187014_  4-INSIDE NORTH @ 10° r 112
H15701-5 SINSIDE SOUTH @ 12 112

L_rnmw G-BACKGROUND@06" = | <16

| Quality Control

'L__“[fdé Vaiue QC o T . TTTTTEGD
__% Recovery _ 102
Relative Percent Difference \ 40

[METHOD: Stardard Methods ,

4500-CIB |

Note: Analyses performed on 1:4 w.v equeous extracls.

Chemist

21w

{ Date

H16701 PHOENIX
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Xeric Oil & Gas Corp.

West Pearl Queen #301

UL~H-Sec. 31 T19S-R35E

API#30-025-36791
1* Deep Bury Pit Separator
30° X 100°
OUTSIDE NOTH 12’
N32°.37-04.1"
W103°-29-28.2”
O Wellhead
INSIDE NORTH 10
'N32°-37-03.6” O
W103°-29-28.3”

OUTSIDE WEST 1% O

N32°-37-03.3" INSIDE SOUTH 12°

W103°-29-28.6 Drilling Pit N32°-37-034”

W103°-29-27.9”
O
O
OUTSIDE SOUTH 15°
N32°-37-02.9"
W103°-29-27.9”
O
Soil Boring
80’
Y
N32°-37-02.4”

2" Deep Bury Pit
50° X 150°

W103°-29-27.1”

BACKGROUND
N32°-37-02.0"
W103°-29-26.6"

O
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