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

APPLICATION OF THE NEW MEXICO OIL CONSERVATION DIVISION,
THROUGH THE ENFORCEMENT AND COMPLIANCE MANAGER, FOR A
COMPLIANCE ORDER AGAINST JACKIE BREWER D/B/A SANDLOTT ENERGY,
FINDING THAT OPERATOR KNOWINGLY AND WILLFULLY VIOLATED RULE
19.15.3.116 NMAC; ORDERING OPERATOR TO RETURN WELLS TO COMPLIANCE
BY A DATE CERTAIN; ORDERING OPERATOR TO PLUG THE WELLS AND
AUTHORIZING THE DIVISION TO PLUG THE WELLS AND FORFEIT E
APPLICABLE FINANCIAL ASSURANCE IF OPERATOR FAILS TO COMBRY W/"IE:H
THE ORDER; ASSESSING PENALTIES; EDDY COUNTY, NEW MEXICO. ;% TC’?"
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JACKIE BREWER, D/B/A SANDLOTT ENERGY’S vo@
'~ MOTION FOR A DECLARATION oS
THAT ORDER NO. R-12961-B HAS BEEN SATISFIED b

Pursuant to 19.15.5.9(D).(3) NMAC, Jackie Brewer, d/b/a Sandlott Energy (“Brewer”),
moves tﬁe Commission to enter an order declaring that Order No. R-12961-B has been satisfied.
In support of his mQtion, Brewer states:

1. This case commenced with the Division’s ﬁiing of an Application for a
Compliance Order (“Application™) on J anuafy 8, 2008. Application, attached hereto .as Exhibit
(“Ex.”) A. The primary focus of the Application was the Division’s request for an order
requiring Brewer to conduct remediation of environmental contamination at ten of his well sites.

2. Following a March 20, 2008 evidentiary hearing on the Application, the Division
Director entered Order No. R-12961, which required Brewer to conduct remediation at the ten
well sites and assessed a civil penalty in the amoun;t of $48.,000. Order No. R-12961, attached

hereto as Ex. B.



3. Brewer then applied for a de novo heérin'g before the Commission and requested a
stay of Order No. R-12961. OnJ uly 25, 2008, the'Division Director \entered an order staying the
pénalty assessment. Order No. R-12961-A, attached hereto as Ex. C.

4. The Commission set the matter for hearing on November 7, 2008. Prior to the
hearing date, Brewer entered into negotiations with the Division to informally resolve the issues
addressed in the Application and in Order No. R-12961. In light of the then-current state of the
law regarding the Division’s and the Commissipn’s authority to administratively impose civil
penalties, Brewer decided to forego a hearing and agreed to enter into a Settlement Agreement
and Stipulated Final Order (“Stipulated Order”) with the Division. |

5. On the scheduled hearing date, counsel for Brewer and the Division presented the
Stipulated Order to the Commission; which unanimously approved it. Order No. R-12961-B,
attached hereto as Ex. D. The Stipulated Order réquires Brewer to (1) pay $12,000 of the
Division’s $48,000 civil penalty assessmen‘\[ by November 21, 2008, and (ii1) complete
remediation at the ten well sites by May 7, 2009. Id. at 3-4. It contains contingent provisions
stating that, if Brewer fails to timely complete the remedial action, he would be required to (1)

. pay the remaining $36,000 civil penalty by May 14, 2009, and (i1) plug and abandon the ten wells
by August 7, 2009. Id at 4. The Stipulated Order further provides that, in the event Brewer does
not pay the penalty and plug the wells, the Division is authorized to plug and abandon the wells
and to forfeit Brewer’s $50,000 blanket‘ plugging bond issued by RLI Insurance Company
(“RLI"). Id. |

6. Following the Commission’s ‘entry of the Stipulated Order, Brewer tendered the

$12,000 penalty payment to the Division. He retained the environmental consulting firm of



Envirpnmental Plus, Inc. (“EPI”) in Eunice and reasonably relied on EPI to comply with the
Division’s abatement regulations and the Stipulated Order.

7. At each of the ten well sites identified in the Stipulated Order, EPI took and
analyzed soil samples, delineated thé site, and assessed the remedial work that Brewer had
performed in July 2‘008. On May 11, 2009 — two business days after the May 7 deadline in the
Stipulated Order — EPI submitted a Remediation Plan Letter and a Closure Report for each of the
ten well sites to the Division’s District 2 Office in Artesia.' See EPI Submission for Thomas
State #1 well site, attached hereto as Ex. E, at 1-2.

8. Each EPI Remediation Plan Letter describes the site assessment and remedial
work to be performed, and each EPI Closure Report characterizes and delineates the well site,
evaluates the remedial work performed by Brewer, and concludes that no further remedial action
should be required by the Division. FEx. E at 1-3. Most importantly, each Closure Report
- demonstrates that Brewer successfully completed all necess.ary remedial work prior to the May 7,
2009 deadline in the Stipulated Order. "See id. at 3.’

9. Brewer concedes that neither he nor EPI strictly complied with the OCD’s
abatement regulations with regard to the sequencing of their submissions to the District 2 Office,

in that Brewer’s C-141s and EPI’s Remediation Plan Letters were submitted after, rather than

! While the analytical data, site characterization, and remedial work performed differ for each
well site, the format of EPI’s written submissions for each of the ten wells sites is virtually
identical. To avoid burdening the Commission with lengthy documentary exhibits, Brewer is
attaching Exhibit E as an exemplar of EPI’s submissions to the District 2 Office. If the
Commission desires to review EPI’s submissions for the other nine well sites, Brewer will
provide them.



before, the remedial work was performed.” Brewer further concedes that EPI submitted its
documentation two business days after the May 7, 2009 deadline in the Stipulated Order.
However, the fact remains that Brewer successfully completed all necessary environmental
remediation at the ten well sites before the deadline in the Stipulated Order.

10. EPI correctly concludes in its Closure Report for each of the ten well sites that all
necessary remediation had been completed and that no further remedial action should be
required. The Division’s District 2 Office, which has the final say regarding the remediation
performed by Brewer, has agreed with EPI’s conclusions.

11. Moreover, Division representatives have informed Brewer,A his counsel, and an
EPI representative that the necessary environmental remediation at the ten well sites has been
satisfactoﬁly completed and that no further remedial action by Brewer is required. Thus, the
central purpose of the Stipulated Order — as well as the Application — has been satisfied.

12.  Nevertheless, the Division has taken the position that Brewer is in violation of the
Stipulatéd Order. Based on a strained interpretation of the intent and purpose of the Stipulated
Order, the Division believes that Brewer owes the deferred penalty amount of $36,000.
| Additionally, the Division has placed the ten wells identified in the Stipulated Order on-its
plugging liét.

13. On June 16, 2009, Division attorney Sonny Swazo sent a letter to Brewer’s
counsel and to Paul O’Sullivan of RLI stating that “[t]o date, [Brewer] has not remediated the

releases and spills at all ten wells, and that “[m]ost of the ten wells remain contaminated with oil

% On October 20, 2008 Brewer submitted C-141s to the District 2 office for each of his ten well
sites. The C-141s described the remedial work that Brewer performed in July 2008, which the
Division has deemed to be satisfactory. See Ex. E at 21. The C-141s did not include site
assessments. See id.



field wastes.” June 16, 2009»lette1‘f from S. Swazo,- attached hereto as Ex. F, at 2. The letter
further states that “the OCD considers the $36,000 civil penalty due and owing” and'that, if
Brewer does not plug and abandon his wells by August 7, 2009, the OCD will plug and abandon
the wells and forfeit Brewer’s $50,000 blanket plugging bond. /d.

| 14.  Based on those representations,‘l.\/lr. O’Sullivan recently sent a letter to Brewer
which (1) lreferences a “pending $50,000 demand by” the Division under Brewer’s bond, (ii)
asserts that Brewer’s alleged violation of the Stipulated Order constitutes a default, and (iii)
demands that Brewer pay $25,000 to RLI no later than October 9, 2009. September 26, 2009
letter from Mr. O’Sullivan, attached hereto as Ex. G.

15. 19.15.5.9(D)(3) NMAC provides that “[a]n operator who completes the corrective
action” required by a Commission order may file a motion with the Commission “to declare the
order satisfied.” 19.15.5.9(D)(3) NMAC (emphasis addéd). Brewer is constrained to seek such a
declaration in light of the Division’s ongoing enforcement efforts and RLI’s payment demand.

16.  Brewer ié faced with significant and unwarranted financial consequences if the
declaratory relief he requests is not granted. Making payments of $36,000 to the Division and
$25,000 to RLI would present a serious hardship. Moreover, the Division’s plugging of the nine
producing wells identified in the Stipulated Order, which collectively represent 26% of Brewer’s
producing wells, would severly impact Brewer’s oil and gas operations and his livelihood.

17. In asserting that Brewer has violated the Stipulated Order, the Division is exalting
form over substance. The substantive requirement of the Stipulated Order is the remediation of
the environmental contamination at the ten well sites to eliminate any potential threats to

groundwater. The Division cannot dispute — to the contrary, it has acknowledged — that Brewer



successfully completed all of the remediation prior to the May 7, 2008 deadline in the Stipulated
Order, and that no further remedial action by Brewer is required.

18.  Brewer submits that by successfully completing all of the remediation work at the
ten well sites before the deadline, he has satisfied the intent and primary purpose of the
Stipulated Order. His failure to obtain prior vDiVision approval of the rémedial work in no way
negates — or even diminishes — his timely accomplishment of the goal sought by the Division in
its Application and memorialized in the Stipulated Order. |

19.  Brewer further submits that the Division’s ongoing attempts to enforce the
contingent provisions of the Stipulated Order are punitive, and serve no regulatory purpose in
relation to the protection of groundwater and the environment. Accordingly, Brewer requests
that the Commission enter an order declaring that the corrective action requirements in the
Stipulated Order have been satisfied and that Brewer is not in violation of the Order.

20.  In light of RLI’s impending October 9, 2009 payment deédli_ne and the Division’s
placement of Brewer’s.wells on its plugging list, Brewer is contemporaneously filing a séparate
motion under 19.15.14.1221.B NMAC requesting‘ the Commission to stay any furthefr
enforcement action by the Division pending its ruling on this motion for declaratory relief.

WHEREFORE, Brewer respectfully requests that the Commission grant his motion and

enter an order:

1. Declaring that Brewer has satisfied Order No. R-12961-B;
2. Declaring that Brewer is not required to pay a $36,00 penalty to the Division;
3. Requiring the Division to remove Brewer’s wells from its plugging list; and



4. Granting Brewer such additional relief as the Commission deems appropriate.
Respectfully submitted,

HINKLE, HENSLEY, SHANOR
& MARTIN, LLP

Post Office Box 2068
Santa Fe, NM 87504-2068
505.982.4554

Attorneys for Jackie Brewer, d/b/a Sandlott Energy

CERTIFICATE OF SERVICE

I hereby certify that a copy of the foregoing Jackie Brewer, d/b/a Sandlott Energy’s
Motion for Declaration that Commission Order No. R-12961-B Has Been Satisfied was mailed
this 8" day of October 2009, to: '

Sonny Swazo, Esq.

Oil Conservation Division
1220 S. St. Francis Drive
Santa Fe, NM 87505

Gary W. [arson
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APPLICATION FOR COMPLIANCE ORDER AGAINST JACKIE BREWER
D/B/A SANDLOTT ENERGY

I Sandlott Exergy d'va Jackic Brewer ("Operaror™) is a sole proprietorship

oncrating wells in New Mexico under QGRID 154329,

A Operator 15 the operator of record for the lotlowing subjeet wells:
e Daugherty State No. 001; API No. 30-015-02589: 4-4-185-28E
o Levers A Suite No. 002 AP No. 30-013-20893; B-3-188-28E
o Levers State 7; AP No, 30-015-02375; N-4-188-2&E
e Resler Yates State No, 3170 AP No. 30-013-10234; F-21-185-28EF
o Resler Yates Staje No, 322, AP No. 30-013-10283: -20-18S-28E
o Resler Yates State No. 367, API No, 30-013-20048; F-32-1R85-2&E
e Resior Yates State No. 3705 AP] No. 30-013-20094: H-32-188-28E
o Resler Yates State No, 381, APINg. 30-013-261 34 (G-32-188-28F
¢ Thomus State No. (10]; AP] Nao, 3('» D13020672: A-9-188-28E
o Welch Duke State No. 018, APINo. 30-01 5-06125: C-28-185-28E
3. Pursuani to NMSA 1978, Section 70-2-14. Oporator has posted a fifly

thousand doflars {SS0L.000.00) blanket plugging bond (Bond Nuo. BO3910} through

Mpplication for Compliance Order
Lickie Brewor dobu Sandlott Fnergy
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Fondermvriters Indemeity Company in Houston, Texas, Lo secure Opuerator’s obligation o
Plug cnd abandon his wells in cemphance with Oif Conservation Division (*QCD™) rulcs.
i 19090 RLT Insuranee Company acquired Underwriters Indemnity Company, and now
RLE Insurance Company is the surcty in this cuse,

4 Section 70-2-14(13) states iF any of (he recuirements of the Oil and Gus
Wtorthe rules and regulations promulgated pursuant to that act have not been complicd
with. the OCD. after notice and hearing, may order any well plugged and abandoned by

fw operator or surcty or bath in aceordance with OCD rules and reenlations,

5, O(“D Rulh I‘) 15 L1161 MA(_ ( ‘Rule ]I() ;u,qmn.s OCD to be notlf'“:.d‘_

;‘I ”Lnn'lf;ﬂun .INL;l])OJ uud refense oceurring dmmg the driliing. producing, storing. disposing.
mpecting, ansportng. servicing or processing of crude oil. natual gascs, produced
Ater, condensate or off field waste including regulated NORM. or cther oil ficld related
chemycals, contaminants or mixture thereof, in the State o Now Mexico, OCD Rulé 110
slabes the notification shall be mnh. by the person opersticg or controliing eit ] wr the
release or the location of the release. OCD Rule 116 recuires notification to he made
within o CL‘I'?EH]I mumber of days following the discovery ol the release,  Notification
cequitements include completing and filing a Form C-141, OCD Rule 116 requires the
natitication (o be made to the division district office for the avca within which the release
Lakes place and to the division s environmental burcau chicf!

0. OCH Rufe 1160 requires the responsible aerson 1o complete division
approved corrective action for refeases which endanger public health or the environment.
Releases arz addressed in accordanee with a remediation plun submitted to and approved

s OCD.

Sppheaion for Compliance Order
Lok Brewer d-bin Sandiott Energy
gy 2ol 4
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7. As of this dute, Operator has not notificd OCD of any of the unauthorized

telcuses ot the subject wells in aceord with the noti fication reyurements of OCD Rule
P60 Norhas Qperator provided OCD with a remediation plan for the wnauthorized
seleasos al the subject wells,

Dangherty State No. (01

S, During a site inspection on November 22, 2902, OCD Deputy Oil and Gas
[hspector Mike Bratehar abserved a minor release at the well head.

9, During a site inspection on January 26. 2004, OCD Deputy Oil and Gas

Inspector Gerey Guye observed an active leak at the stuffin

hox,

HJ N I.j.tnn‘ing a ~|1«. inspection on February 4, 2004, Deputy Inspector Guye
nbsorved wmaminfumn wt the siie, He noticed that the leak he had previously observed
e stulting box leak hod stapped.

I Durirg a site inspection on August 19, 20064 Deputy Ingpector Guye
ahservad an active leak atthe well head. The well was pumping.

(2. During a sile inspection or August 30, 2005, Deputy Inspector Bratcher
obsery ad heavy contamination at the well head area that extended out on to the location.
Fle also ohservad an active Jeak at the stuffing box.

L3 During a siw ins;mw[iﬁn on Qctober 20, 20C3, Deputy {nspector Bratcher
nhserved contwmnination the site.

4. During a site inspection on July 20, 2007, Deputy [nspector Bratcher

vbserved contamination at the well head arca and the tank battery north of the well site.

Phe well was pumping,

Soplicasdon tor Compliance Order
Lackie 3rower d b oa Sanddott Lergy
e Yol 4
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Lovers A State No, 0002

15 During u site inspection on January 22, 2003, Deputy Inspector Bratcher
ohserved o large arca of contamination at the well head wea caused by leaks and spills.
Fiere was standing o1 at the well head,

16, During a siie inspection on February 24, 2003, Deputy Inspector Cruye
ohsen ed area contamination at the site. It appeared to him that Operator had not wken
sy action o remedy the centam ination violations,

17, During a site mspection on April 16, 2003, Deputy Inspector Bratcher

chiserved contanipation at the site. Tt uppegred to him thar Operater bad not taken any

action to remedy the contrmination violations,

18 Durig a site inspection on October 9, 2003, Deputy Inspector Bratcher
shserved contamination at the site. It appeared to him that Operator had not aken any
wion to remady the conmmination viakations.

19, During a site ingpection on April 8 200-, Deputy Inspector Bratcher
nbserved the well head arca to be heavily contaminated. Deputy Inspector Bratcher sent

. Opcrator a letter that day which informed Operator of the contumitmauun at the well. He
asiced Operator to remoedy the release vielations by July 12, 2004,

20, On August 19, 2004, Deputy Inspector Guve mspected the well site. 1t
wpeared o im that Operator had not taken any action t remedy the contamination
vinfations.

21 During a site inspection on May 9, 2005, Deputy Inspector Bratcher

ohserved heavy contamination at the tank battery locuted south of the well, The site

Application for Complianee Order
Lackic Brewer d b Sundlott Eneray

Pave d ot 14

JAN-24-20@3 89:11AM  From: ID:HIMKLE LAW FIRM Page:Bld R=94%



CIAN-2S-88 12:54 AM o

e
. - H

. » . ) . M . T epe N e 3
contamned collapsed tanks and overturned vessels. The storpge tndk on the west end was

¥
actively leaking produced waler.
97 e 200A
=2 On May 12, 2003, Deputy Inspector Higteher sent Operator a leter

wlorming Operator of the contaminaion at the well, He informed Operator that the tank
hattery Tocated 1o the south of the well was heavily contaw inated. He informed Operator
Uil there were collapsed tanks und overturned vesscls at tae site. He informed Operator
(hat the storage tank on the west end was actively leaking produced water, He informed

Operator thal the chloride impactad soils had o be properly reniediated and hauled to a

violations Py June 10, 2003,

lsposal factity: He asked Operutor to remedy the relea

a3, During a site inspection on July 22, 2005 OC1 Deputy Ofl and Gas
Inspector Chris Beadle ohserved pools of oil and produced liquids around the tank
hatters. The oil and produced liguids had traveled approximately 100 vanls towards the
vl head. There was heavy ehloride staining on the road west of the tuik battery,

24 During a site inspeetion on August 29, 2003, Depats fnspector Brateher
abserved contarination at the well head area. He saw no indication of uny recent activity
atthe well site, The tank battery south of the well had collapsed 1anks that had released
aradeced fluids.

25 During a site inspection on October 20. 2603 Deputy Inspector Bratcher
ooserved contamination at the site. One of the tanks had been moved and was lying on
the southeast side of location between roads to the well arca,

26, Durng a site inspection on July 20, 2007, Deputy Inspeeter Bratcher

abserved contamination at the well head arca. He saw no indication of any recent activity

Apnbic tion for Complianee Order ’
Lekie Brewer A Semdlon Energa
",|::L‘ Tatid
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the well site.

atthe well site, The [T 51 iz.ch was turned ol There was a collapsed tank at the tank
hattery Tocated south of the well,

27. During a site inspection on Qclober 3, 20417, Deputy Inspector Brateher
viserved an inereased ofl release at the base of the seperator and the Eus( tank, and a

small on-going produced wutee release at the west tank, The well w us pumiping,

Levers State No, 007

28 During a site inspection on August 30, 2005, Depuny Inspector Bratcher

absem ad contamination at the tank battery, He saw no ird:cation of any recent activily at

42“).” Dmm:f a site i;a;pucb‘;ion on Gctober 20, 2003, Deputy Inspector Bratcher
ahserved contamination at the site. There was a nearly ol tank across the road ready
overflow into a pasture. The tank had 1 very heavy layer ol oil on top.

30, During o site inspection on July 3, 2006, OCD Deputy Oil and Gas
Fispector Phil Hawking observed  heavy contamination around  the tanks and the
saparator. There was  release that had traveled approximately thirty et from the tanks.
Fhe tanks and separators had active Teaks.

31 During @ sit¢ inapeetion on July 20, 2007, Deputy Inspector Bratcher
abserved heavy contamination around the storage tunks.  The south tank had an active

k. He suw no indication o any reeent activity at the well site.

Resler Yates State No, 317

a2, During a site inspection on August 30, 2003, Depaty Inspecter Bratcher

shserved heavy contamination at the well head area with o1l pooled at the well head,

Sppheation for Complianee Order
fackie Browor d b Sandlott Energy
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a3 During o site inspection on July 25,2007, Deputy Inspector Brateher

I re v Terseitons m VS T , T i
wservad heavy contamination a: the well head arca, The well was pumping.

Resler Yates State No. 322

340 During a site inspection on August 20, 2004, Deputy hispector Guye
chserved arca contannnation, The clectricity was olf. The well's last date of reported
rroduction was January 2004

15 During 4 site ingpection on August 30, 2003, Deputy Inspector Bratcher

N

chseryed heavy contamination at the well head ares and ou onto tie location. He saw no

Ldication ol any recent activity at the well site.

36, During a sile inspection on July 25, 2607, Depuly Inspector Bratcher
abserved beavy contamination at the well head arca and ont onte the location. The well
WS prnping,

Resler Yates State No. 367

37, During u sie inspection on August 20, 2004, Deputy Inspector Guye
obseryed arca contamination. The well had no pumping unit.  The well's fast date of
renorted production was April 20003,

38 During a site inspeetion on August 30. 20063, Deputy Inspector Bratcher
absersad contamination along the low line on west side of Jocation  The well had no
pumping unit or production vquipment,

9. During a site inspeedon on July 502006 Depaty Inspector Hawking
ohserved contamination wt the flow line on the west side of the tocation. There was
contammation around the weli and casing head. No eleetcal power was connected to

the motor on the pumping unit.

Sppheation for Complianee Order
Packie Brescor d b Sendlott Teeray
Prae Tol 14
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A0 During o site inspection on July 6. 2007, Depuly Inspector Bratcher

nhserved contamination at the well head arcy and west of Lhe pumping unit. The power
was wmed ol There were several repair patches on the matal flow line. [t appeared to
it that there had been no change in condition since the 2006 spection. The well had a
pumpimg jaek,

Resler Yates State No, 370

41, During a site inspection on July 3, 2006¢. Deputy inspector Hawkins

chgerved contamination wround the well head. There were no belts on the pumping unit

viowr und no eleetrical hook up,

43 During a vsilc imspection on Ju!_vw_"-’»al‘: 2(;1)/ Deputy [nspector Bratcher
wbseiyed contamination and standing oil around the pumpi g unit. He saw oo indication
sl any recertactisity at the well site. The electric meter 1ad been pulled at the well site
butan clectrie line had been Jaid 1o a power meter neur Uie Reslor Yates Noo 381 well
site.

"Resler Yates State No. 381

43, During u site inspection on September 11, 2001, QU1 Deputy Oil and Gas
fnspector Mike Stubhleficld observed an unreported ot spil- at the tank battery,
ot On September 18, 2001, Deputy Inspector Stubbleficld re-inspected the
well site to cheek on the status of the spill remediation. Inspector Stubbleficld noted (hat
Operator had picked up the standing oil from the spill west of tank battery, and had back
drugged the area. Insoeetor Stubbleficld noted that additional work around the stoek

tanks tecded 10 be done.

Apphicabon Tor Comphiance Order
Taekia Brewer dobea Sundlott Energy
Prue sy ol 4
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J3. Puring 'éi[c inxpc'ctiun on Septenber 17, 2002, Deputy  Inspector
Stuhbleficld observed a spill on the injeetion line running north of tank battery. nspector
Siubblefield sent Operator a letter in lorming Operator of the spill und asking Operator Lo
sibmita =141,

40, During a site inspection on August 200 2004, Depity Inspector Guye
chserved araa contamination. The well had no motor on the pumping ot

47 During u site inspection on August 30, 2005, Deputy Inspectar Bratcher

sbserved heavy contumination at the tank battery,  There was 1o motor on the pumping

it He saw no indication of any recent activity at the we!l stte. The ground

Alarage vessels was satwrated with oil. indicaring a pussible leak,  One tank was
eellapued,

48. During a site inspection on October 20, 2003, Deputy hispector Bratcher
wservad contamination at the site.

44, Durige o site inspection on July 5. 2006, Deputy Inspector Hawkins
abseryed contamination uround the well head and the tanks. There was no motor on the
PUMPIR WL

30, During -ax s snspection on July 240 20070 Deputy Inspector Bratcher
vheerved contamination and standing oil wround the tanks at the wnk battery on the west
e of the well site. The well was inoperable as the pumpms unit did not hasve any belts
Ashcuves,

‘Thomas State No, |

31, During a site inspection on August 29, 2063, Deputy lnspector Bratcher
ohserved various areas of contamination at the well site. The tank hattery localed west of
\pplicatton tor Compliance Order

Db Brewer d b/ Sandlett Eaergy
Pave Yol T4
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well was teaking produced water, The feak was i the battom of Uie k. The legk was
dalow leak. e saw o indication ol Wy recent activity at the well site. The ¢lectric
merer faid been pulled at the pol.,

32 During u site inspection on October 2, 2605, Deputy Inspector Bratcher
ohserved contamsination ut the site, The separator had been movad and was lying on its
sude approximately 50 oo south ol the origimal lecation.

]
Al

53 During o sile inspection on July 3. 2006, Deputy Inspector Hawking

chserved o large arca of release and contamjnation at the v el head. the flow line, around

the tinks, the separators

and the pumps. The ks bad un active leak. There was
RES During a site ingpection on July 25, 2007, Depuis Inspector Bratcher
chserved heavy contemination ot the well head arca. Tl e well had o pumptny unit.

Fhere were umeraus arcas of contamination at tank battery locate: west of well,

Welch Duke Stute No. 018

85 During a siie inspection on August 20, 2004, Deputy Inspector Guye
obsernved wrea-wide contumingtion,

50. During u site inspection on October 15, 2004, Deputy Inspector Guye
shgerved histovical gomumination at the well site

57. During u site inspection on August 30, 2005, Deputy Inspector Bratcher
ahserved historical comumination at the well head arca and ont onto the location. He saw
noindication ofany reeent activity at the well site.

38 During a site inspeetion on July 3. 2000, Deputy Inspector Hawking

observed historical contamination at the well head grea and out onlo the Jocation.

\pplication Tor Compliance Ouder
Suckie Brawer doba Sandlotl Enerey
e ol 14
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39, During a si'e inspection on July 25,2007, Deputy Inspecior Brateha

ohserved comamination at the well head grea and out onto location. He saw 1o indication
abany reeent activity ar the well site

007 After Operator lailed 1o comply with QCD"s verbal and writen requests (o
hring fis wells into complianee with OCD rules and remedy the contamination violations,
OCD District [T Supervisor Tiny Gum met with Operator in person on fanuary 10, 2003,
W discuss Operator’s non-complainant wells and the environmental issues resulting from

12 Jeuks amd spills at his wells,  District 11 Supervisor Cum told Operator that OCD

wag; d give hlm mml {stp(t‘ﬂlhu 3, (Vh o rcmcd» all 0{ bis outstamding nolanons a a}l e

vf I;u. wells. Dmuct I Supervisor Gum told Operator thi it he failed to remedy all of
the violations by September 30, 2005, OCD would prrstie enforeorent aetion against
o Distriet 1 Supersisor Gam presented this agreciient 1o Operator in writing.

Prstrict I Supervisor Gum allowd Operator to take the writien agreciment home to

Feview and to think about. Operator signed the agreement on Junuury 19, 2605,
6G1 NMSA LO78, Section 70-2-31(A) provides that any person who knowingly

and willfully viotates any provision ol the Oil and Gas Aet or any proyision of any rulc or
orlerissued pursuant to tul act shall be subject 10 a civii penalty of not morg than one
thousand dollars for cach violation. and that in the case o u continuing viobation, cach
dity of violation shall constitute a separate violation.

62 NMSA 1938, Scction 70-2-33(A) defings “person” to mean “any
individual, estate, trust, recciver, cooperative associaton, olub, c_orpormion, campany.

limn, partnership, joint venture, syndicate or other entity.”

\nphcation for Complianee Order
Tckie RBrower d-bia Sard’olt nergy
P 1l alld
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\\'llPZ;{l~Z!"(L.)l{l'l. the Enforcement and Complinace Manager of the Division
herehy applios w the Director 1o onter an order:
A Detemiining that Operator violgled OCD Rule 19.15.3.116 by aot
Halily g OCD of the -eleuses in aecord with the rule wad by not cleaning up the releases;
i Dutermining that Operator knowingly and willtully vielaled OCD
Rule 191337 16:
i, Assessing penaltics for Operator’s knowing and willful violation of

OCD Rule 19.13.3.1106;

B Ondering Operator o remedisie the corsamivarion ai the subject well stes

byaddeeorting

. Ordering Operatar o inspecet all of his wells for contamination issues:

L I contamination is found. ordering Operator te file a remediation
plan with the appropriate OCD district otfice and enyironmental
bnru;m chiet]

0. I Opetator fuils to remediate the contamination ut the subjeet wells by the
date setin the Orders orderirg Operator to plug his wells parsuant to Section 70-2-14(B)
by i date cortaing

L. 0 Operater fuils to plug the subject wells by ihe date set in the Order,
autharizing the QCD to piug his wells and forfeit the appliceble Tnancial assurance;

k, For such other and further relicl as the Director decms just and proper

uneder the crrcumstances.

Vopication “or Compliance Order
tahie Hrewer d hoa Sandloit Enerpy
Hew P o 1
ID:HINKLE LAWK FIRM Pagse:@18 R=
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! | RESPECTFULLY  SUBMITIED.
this {+ 1 duy of Novenber 2007 by

e
Sonny Swam w2
Assistmt Genoral Counsel

Energv. Minerals  and  Noural
Resourecs Depsriment of the Stale of
New Mexico

F22008. 856 Frianeis Drive

Santy Fe, NMOR7303

(505) 270523403

SONIA W0 stale. nim us

P

Altoroey Tor the Mow Mexico Qil
Tvaion DIvision

spplication for Complance Crder
Lachie Braveer d b e Sacdlon Frgrgy
Paec o 1
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« {use No. L‘ "“\

m:‘ u ‘(\“;n}sﬂi"l?g--i 3 Application of the New Mexico Oif € mmnanon Diviston
L e ‘.].-LL Order ay: lm.»lt Yackie Brower d/bia Saadlott Fnergy.  The Applicant
\\;: ]\\ ;l}” nl‘d?‘; fnding operawor in violatton of 19153110 NAMALT r:g_]uitim, operator 1o
" e wells into compliimee with 19.15.3.110 by a di.e cortaing ordering uperator 1o
:) py the wells and authorizing the division o plug the vells and forfeit the applicabic
mancial ussurange m event of - wm;ﬂmnu \vnh omu Ln.d nw;wm ies, T

arfectad wells are ’ E pum m' hc .

o Daughorty State No. 001 AP No. 300502389, 4-3-188-28E
e lovers A Smu No. (02 API No. 30-075-208435, B—S-lBS-?.SiB
s Levers State 7: API No, 30-(:153-025745:; N-4-188-28E
o Resler Yates State No. 317 API No. 30-015.10254; F-21-185-28F
e Resler Yawes Suite No. 322; API No., 30-018-10285. 1-.;0- I SS-JBF;
. Reslur Yalgs Stne No. 367, API No. 30-D15-200%8: }7--.’2-188:2%
o Rogler Yates Stae No. 370 AP No. 30-013.204004; H-32-188- ?Sff
o Roslor Yates State Na. 3815 APINo, 30-013.20134; (3-32-1858-28E

018828
-28-188-28E

Thonas Stata

0 004 o - APLNGEI 001802672 s
» Welelt Duke S

ate No. ‘. 1 o, API No, 30-015-06125. C

,i fe \\'cHs‘ are located approvimately § miles southwest of Loco Hills. in Eddy County
New Mexico. J ‘

\pplication for Complianes Order
: (\] o Brew er d b Sapdlott Bpergy
o b e id
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1/10/05

Jackie Brewer (dba Sandlot Energy) , at the request of the OCD meet with District 11
personnel at 2PM on 1/106/05. The purpose of the meeting was to discuss the non-
complaint wells and ettvironmental issues resulting from leaks and spills. Sandlot Energy
was advised of the next enforcement action that will be taken if all the stated issues are
not brought into compliance within the agreed time frame.

The OCD on numerous occasions has notified Sandlot Energy both verbally and with
letters that the OCD Rules and Regulations were not being complied with. The OCD has

All of the outstanding violations will be brought into compl:ance by the date
OQWSSLij;L“;SQL“QLﬁ§§kS'-

A Hearing will be set to assess a civil penalty , request an Order to with draw Sandlots
blanket bond and plug all wells ,if the compliance date is no: obtained.

%%M A}JW, 2008

Jackie Brewer Date

| Mwﬂfﬁ_ _24—’/495"’ |

/
Timy W. Gum . Date.

ID:HINKLE LAW FIRM Pase:@21 R=35%
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szmadesthebestattempt toswork-with: Sandlot toeoig itito cormpliahce With'the Rilgs, ™~
However there has been no positive results as of date.



STATE OF NEW MEXICO

ENERGY, MINERALS AND NATURAL RESOURCES DEPARTMENT
OIL CONSERVATION DIVISION

CASE NO. 14074
ORDER NO. R-12961

APPLICATION OF THE NEW MEXICO OIL CONSERVATION -DIVISION
("DIVISION") THROUGH THE ENFORCEMENT AND COMPLIANCE
MANAGER FOR A COMPLIANCE ORDER AGAINST JACKIE BREWER D/B/A
"SANDLOT ENERGY; (1) FINDING THAT OPERATOR KNOWINGLY AND
WILLFULLY VIOLATED RULE 19.15.3.116 NMAC AS TO TEN WELLS; (2)
ASSESSING PENALTIES FOR THE VIOLATIONS; (3) REQUIRING OPERATOR
TO RETURN THE WELLS TO COMPLIANCE BY A DATE CERTAIN; (4)
REQUIRING OPERATOR TO PLUG THE WELLS AND AUTHORIZING THE
DIVISION TO PLUG SAID WELLS AND FORFEIT THE APPLICABLE
FINANCIAL ASSURANCE IN THE EVENT OF NON-COMPLIANCE; EDDY

COUNTY, NEW MEXICO.

'ORDER OF THE DIVISION

- e

BY THE DIVISION: e

This case came on for hearing at 8:15 am. on March 20 7008 at Santa Fe, New
Mexico, before Examiner Richard [. Ezeanyim.

NOW, on this 16" day of June, 2008, the Division Director, having considered the
testimony, the record, and the recommendations of the Examiner,

FINDS THAT:

(1) Due public notice has been given, and the Divisicn has jurisdiction of this
case and its subject matter.

(2) The New Mexico Oil Conservation Division (“Division”) seeks an order
requiring Jackie Brewer d/b/a Sandlot Energy (“operator™) to comply with Division Rule
19.15.3.116 NMAC for each of the following ten (10) listed wells.

Well Name - APINumber ~  Location

(a) Daugherty State # 001 30-015-02589 A-4-18S-28E

(b)  Levers A State # 002 30-015-26895 B-3-18S-28E




Order No. R-12961
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() LeversState#7 30-015-02575 N-4-18S-28E
(@) Resler Yates State # 317 30-015-10254 F-21-18S-28E
(¢)  Resler Yates Sriaes # 322 30-015-10285 1-20-188-28E
) AResler Yates # 567 30-015-20088 F-32-1‘8S-28E
(©  Resler State #370 30-015-20094 H-32-185-28E
() Resler State #381 30-015-26134  G-32-18S-28E
()  Thomas State # 001 © 30-015-02672 A-9-18S-28E
() WelchDuke State # 018 30-015-06125  C-28-188-28E

- (3) - - The Division also seeks an order determining that operator knowingly- and
willfully v1olated 19.15.3.116 NMAC and requiring operator to remediate the contaminated
well sites by a date certain as to the subject wells, and if the operator fails to remediate the
well sites, the operator should be ordered to plug and abandon the wells. Additionally, if the
operator fails to plug the subject wells by a date set in the order, the Division should be
authorized to plug the wells and declare forfeiture of applicable financial assurance. v

4) Further, the Division seeks a penalty of $48,000 for knowing and willful
violation of Rule 19.15.3.116 NMAC.

(5 The Division appeared at the hearing through legal counsel and presented the
following testimony:.

(a) Jackde Brewer d/b/a Sandlot Energy is the current operator of the ten wells
listed 1n Finding Paragraph (2), and was the operator during the time period relevant to this

proceeding;

(b) Jackie Brewer d/b/a Sandlot Energy knowingly and willfully violated
19.15.3.116 NMAC because the operator failed to remediate the contaminated well sites
despite repeated efforts (including but not limited to meetings, verbal and written
communications) by the Division district office in Artesia to bring the operator into

compliance with Rule 116 over a long period of time;

(¢) he Division district office in Artesia gave Jackie Brewer d/b/a Sandlot
Energy ample opportunity to come into compliance with Rule 116. At a meeting on January
10, 2005, Jackie Brewer d/b/a Sandlot Energy and the district office in Artesia, agreed to a
deadline ot September 30, 2008, to remediate the well sites. Jackie Brewer d/b/a Sandlot

Energy still failed to remediate the well sites at the expiration of this deadline; and I
RECEIVED

JUN1 g 2008

MIIKLE HENSLEY, SHANGR &MARTIN, LLLP.
- SANTAFE, NEWMEXICO 87504
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(d) Until the date of this hearing, Jackie Brewer d/b/a Sandlot Energy has not
complied with Rule 19.15.3.116 NMAC to the satisfaction of the Division district office in
Artesia, and these contaminated well sites remain un-remediated by this un-cooperative

operator.

(6) The Division records indicate that the operator has posted a $50,000 blanket
plugging bond (Bond No. BO5910) secured by funds deposited with RLI Insurance
Company of Houston, Texas. ,

(7 The operator appeared at the hearing through legal counsel who argued that
the operator did not knowingly and willfully violate Division Rule 19.15.3.116.-He agreed
that the operator has had some minimal releases at his well sites, and has conducted land--
farming in an attempt to remediate the well sites. He contended that if the land-farming
procedure is not enough to satisfy the Division district office, the operator will certainly do
tuﬁhex remediation operations to satisty the district office.

(8) The counsel for the operator further argued that since the operator did not
knowingly and willfully violate Rule 19.15.3.116 NMAC, and tried to remediate the well
sites, penalties should not be assessed, and the SUbJCCt wells should not be plugged and

abandoned.

Analysis:

(9) It is evident from the testimony offered by the Oil Conservation Division
(OCD), and the behavior of Jackie Brewer d/b/a Sandlot Energy before and during the
hearing process that Mr. Brewer is an un-cooperative operator.

(10)  The OCD is seeking penalties for knowing and willful violation -of Rule
19.15.3.116 NMAC. However, at the hearing OCD did not invoke the provisions of
Division Rule 19.15.1.13.B NMAC, which states in part that “All operators, contractors,
drillers, carriers, gas distributors, service companies, pipe pulling and salvaging contractors,
treating plants operators or other persons shall at all times conduct their operations in or
related to the drilling, equipping, operating, producing, plugging and abandonment of oil,
gas, injection, disposal, and storage wells or other facilities in a manner that will prevent
waste of oil and gas, the contamination of fresh waters and shall not wastefully utilize oil 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.” The OCD also did not
invoke the provisions of Division Rule 19.15.2.52.A NMAC which prohibits disposition of
produced water on .the surface of the ground. Accordingly, penalties should be assessed
under these circumstances because the operator knowingly and willfully violated all these

rules.

(11)  Division Rule 19.15.3.116 defines a Major release as an un-authorized
release of any volume of materials, excluding natural gases, in excess of 25 barrels, and a
Minor release as an un-authorized release of a volume greater than 5 barrels but not more

than 25 barrels.
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(12)  The above definition offered by Division Rule 116 lends itself to subjective
interpretation as to the exact amount of releases by individuals. The OCD contends that the
releases in the operator’s well sites are either minor and, in some cases, major releases
subject to the reporting requirements with subsequent and appropriate corrective action. The
operator contends that the releases at his well sites are less than minor releases as defined by
Rule 116.

(13)  The operator testified that he did not report the releases, and he remediated
the contaminated well sites with land-farming procedure because he believed that the
releases are less than minor. However, Division Rule 19.15.3.116.A NMAC provides that
“The division shall be notified of any un-authorized release occurring during the drilling,
producing, storing, disposing, injecting, transporting, servicing or processing of crude oil,
natural gases, produced water, condensate or oil field waste including regulated NORM, or
other oil field related chemicals, contaminants or mixture thereof, in the State of New
Mexico in accordance with the requirements of Section 116 0f 19.15.3 NMAC”. There 1s
no minimum quantlty required by the above provision. Notwithstatiding this provision, the
operator stil] failed to report the releases and failed to use the Division District II approved

remediation plan in remediating the well sites.

(14)  The operator argued that he failed to notify OCD of the releases because he
believed that the releases were neither a major or minor releases that should not be reported
to OCD. However, the Division District II office in Artesia made several attempts with the
operator and allowed him ample time to come into compliance w1th Rule 116, bccause OCD
believed that the releases were either major or minor releases.

(15) The OCD argued that since these releases were either major or minor
releases, they could endanger the environment if proper corrective action is not taken.
Division Rule 116.D on corrective action provides that the responsible person must
complete the Division approved corrective action for releases which endanger public health
or the environment, and that releases will be addressed in accordance with a remediation
plan submitted to and approved by the Division. The OCD further argued that the operator
failed to conduct Division approved corrective action despite repeated attempts to bring the
operator into compliance with Division Rule 116. The Division is therefore seeking a
penalty of $48,000 for knowing and willful violation of this rule.

(16) The counsel for the operator, however, argued that the penalties are not
warranted because the operator believed that the releases were neither major nor minor, and
that the operator had already remediated the well sites with land-farming remediation

procedure.

(17)  The D1v1s1on believes that these releases, whether major or minor, could
endanger the environment and should be properly remediated with a plan submitted to and
approved by the Division District I office in Artesia.
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(18)  The Division concludes that Jackie Brewer d/b/a Sandlot Energy is the
operator of the ten (10) wells listed in Finding Paragraph (2). The Division also finds that
the operator violated 19.15.3.116 NMAC by not notifying OCD of these releases and not
properly remediating the well sites with a plan approved by the Division District I office in
Artesia, Additionally, the Division concludes that the operator also violated Division Rules
19.15.1.13.B NMAC, and 19.15.3.52,A NMAC. Therefore, taking all the evidence and
testimony presented in this case into consideration, the Division concludes that the operator
knowingly and willfully violated these three rules and should be ordered to pay a penalty of

$48,000.

(19)  The operator should also be ordered to remediate the well sites by August
30, 2008 using the Division District Il approved remediation plan. Should the operator fail
to remediate the well sites by August 30, 2008, then the operator should be ordered to plug
and abandon the subject wells, and if the operator fails to plug and abandon the wells, then
the Division should be authorized to plug and abandon the subject wells and declare
forfeiture of any applicable financial assurance. '

IT IS THEREFORE ORDERED THAT:

(1)  Pursuant to the application of the Division, Jackie Brewer d/b/a Sandlot
Energy is hereby ordered to take corrective action on the following listed ten (10) wells
sites, by August 30, 2008. The well sites shall be remediated in accordance with a plan
submitted to and approved in advance by the Division District office in Artesia.

Well Name API Number Location

(a) Daugherty State # 001 30-015-02589 A-4-18S-28E
(b) Levers A State # 002 v 30-015-26895 B-8-18S-28E
(c) L¢V'ers State #7 30-01 5—025‘75 N-4-18S-23E
(d)  Resler Yates State #317 30-015-10254 F-21-18S-28E
(e) 'Resler.Yates Srtaes # 322 SQ-OI 5-10285 [-20-18S-28E
() Resler Yates # 367 30-015-20088 F-32-18S-28E
(g)  Resler Sfate #370 30-015-20094 H-32-18S-28E
(h) Resler State # 381 30-015-26134 G-32-18S-28E
()  Thomas State # 001 | o 30-015-02672 A-5-18S-28E

() Welch Duke State # 018 30-015-06125 C-28-18S-28E
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(2) Should the operator fail to remediate the well sites by August 30, 2008, then
the operator shall plug and abandon the subject wells, and if the operator fails to plug and
abandon the wells, then the Division shall be authorized to plug and abandon the subject
wells and declare forfeiture of any applicable financial assurance.

(3) The operator is also hereby ordered to pay a penalty of $48,000 on or before
July 30, 2008, for knowing and willful violations of Division Rules 19.15.13.116 NMAC,
19.15.1.13.B NMAC, and 19.15.2.52.A NMAC. Should the operator fail to pay this penalty
by July 30, 2008, additional penalties of $1,000 per day shall be assessed until the penalties

are paid in full.

4 Jurisdiction of this case is retained for the entry of such further orders as the
Division may deem necessary. ‘

DONE at Santa Fe, New Mexico, on the day and year hereinabove designated.
STATE OF NEW MEXICO
OIL CONSERVATION DIVISION
- /7 / g /(

,/" //_\//

P a
/""” MARKE. FES\/IIRE P.E.
Director

e e
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: APPLICATION OF THE NEW EXICO {OIL. CONSERVATION DIVISION

- THROUGH THE ENFORCEMENT 'AND COMPLIANCE MANAGER, FOR A
COMPLIANCE ORDER AGAINST JACKIE BREWER D/B/A SANDLOTT
ENERGY, FINDING THAT OPERATOR-KNOWINGLY AND WILLFULLY
VIOLATED RULE 19. 15.3.116 NMAC ORDERING OPERATOR TO RETURN »
WELLS TO COMPLIANCE" BY A DATE CERTAIN; ORDERING OPERATOR
TO PLUG THE WELLS AND AUTHORIZING THE DIVISION TO PLUG THE
WELLS AND FORFEIT,'.THE[API_’LICABLE FINANCIAL ASSURANCE IF

CASE NO. 14074
‘ORDER NO. R-12961-A

ORDER STAYING PAYMENT OF PENALTY ASSESSMENT

THIS MATTER came before the commission on the motion of Jackie Brewer,
d/b/a/ Sandlot Energy, to stay Division Order No. R-12961. Having reviewed the
motion, and being otherwise duly advised, the Commission finds that portions of '
Brewer’s motion are well taken and should be granted.

IT IS THEREFORE ORDERED that the ordermg paragraph 3 of DlVlSlOIl
Order No. R 12961 stating: -

““The Operator is also hereby ordered to pay a penalty of $48,000 on or before
July 30, 2008, for knowing and willful violations of Division Rules 19.15.13.1 16
NMAC, 19.15.1.13.B NMAC, and 19.15.2.52.A NMAC. Should the Operator
fail to pay this penalty by July 30, 2008, additional penalties of $1,000 per day
shall be assessed until the penalties are paid in full.”

EXHIBIT

tabbles’

Case 14074
Order on Motion for Stay
Page 1 of 2




is hereby stayed pending the outcome of the appeal of Order No. R- 12961 in Case No.
14074. All other provisions of Order No. R 12961 remain in full force and effect and
must be complied with according tothe requlrements set out in that order.

Done on the 25" day of July, 2008 in Santa Fe, New Mexico.

Mark E. Fesmire, PE
Chalrman NM Oil. Conservat1on Commission

Case 14074
~ Order on Motion for Stay
Page 2 of 2




. STATE OF NEW MEXICO :
ENERGY, MINERALS AND NATURAL RESOURCES DEPARTMENT
OIL CONSERVATION DIVISION

APPLICATION OF THE NEW MEXICO OIL CONSERVATION DIVISION,
THROUGH THE ENFORCEMENT AND COMPLIANCE MANAGER, FOR A
COMPLIANCE ORDER AGAINST JACKIE BREWER D/B/A SANDLOTT
ENERGY, FINDING THAT OPERATOR KNOWINGLY AND WILLFULLY
VIOLATED RULE 19.15.3.116 NMAC; ORDERING OPERATOR TO RETURN
WELLS TO COMPLIANCE BY A DATE CERTAIN; ORDERING OPERATOR
TO PLUG THE WELLS AND AUTHORIZING THE DIVISION TO PLUG THE
WELLS AND FORFEIT THE APPLICABLE FINANCIAL ASSURANCE IF
" OPERATOR FAILS TO COMPLY WITH THE ORDER; ASSESSING
PENALTIES; EDDY COUNTY, NEW MEXICO.

CASE NO. 14074
DE NOVO
Order No. R-12961-B

STIPULATED ORDER & SETTLEMENT AGREEMENT

The O1l Conservation Division (11ereinafte;', “OCD”) and Jackie Brewer, d/b/a
Sandlott Energy (hereinafter, “Operator”), hereby enter into this Stipulated Order & |
Settlement Agreemeﬁt, to resolve fully and finally a‘ll Issues asserted in Application F-or
Compliance Order A'gainst Jackie' Brewer D/B/A Sandlott Energy (“the OCD’s
“Application”), Case No. 14074. | The parties mﬁtually agree and bind themselves to thé
following: | -

. OCD 1s thé state agency charged with administration and enfofcement of
the Oil and Gas Act (hereinafter, =v‘Act”_), and the rules promulgated pursuant to that act. |

2 Operator is a sole proprietorship that operates wells in New Mexico under
OGRID 154329.

3.+ Operator is operator of record of the following ten wells:

EXHIBIT
. D

Stipulated Order & Settlement Agreement
~ Case No. 14074 ‘
Page 1 of 5

tabbles*




¢ Daugherty State No. 001; 30-015-02589; 4-4-18S-28E

o Levers A State No. 002 ; 30-015-268953; B-8-18S-28E
o Levers State 7; 30-015-02575; N-4-185-28E
e Resler Yates State No. 317, 30-015-10254; F-21-18S-23E
e Resler Yates State No. 322; 30-015-10285; 1-20-18S-28E
¢ Resler Yates State No. 367; 30-015-20088; F-32-18S-28E
e Resler Yates State No. 370; 30-015-20094; H-32-18S-28E
o Resler Yates State No. 381; 30-015-26134; (G-32-18S-28E
¢ Thomas State No. 001; 30-015-02672; A-9-18S-28E
o Welch Duke State No. 018; 30-015-06125; C-28-18S-28E
4. Operator has operated these wells since 1996.

USRSV

5. Pursuant to NMSA 1978, Section 70-2-14, Operator has posted a fifty
thousand dollars ($50,000.00) Blahkét pluggmg bond (Bénd No. _ B405'9'10) through
Undenvritgrs Indemnity Company in Houston, Texas, to secure Operator’s obligation to
plug and abandon his wells in compliance with OCb rules. In 1999, RLI Insurance
Company acquired Underwriters Indemnity Company, and now RLI Insurance Company
1s the surety in this case. RLI Insurance Company was notified of thel he.aring before the

examiner and did not enter an appearance in the case.

6. Section 70-2-14(B) states if any of the requirements of the Act or the rules
and regulations promulgated pursuant to that act have not beeﬁ compl}gd with, the OCD,
after notice and 'hearing, ‘may order any well plugged and abandoned by the éperator or
surety or both in accordance with OCD rules and regulations, and.forfeit the applicable -

financial assurance.

7. NMSA 1978, Section 70-2-31(A) provides that any person who knowingly
“and willfully violates any provision of the Act or any provision of any rule or order
1ssued pursuant. to that act shall be subject to a civil peﬁalty of not more than one

thousand dollars for each violation, and that in the case of a continuing violation, each

day of violation shall constitute a separate violation. | '
| - RECEIVED

Stipulated Order & Settlement Agreement ' : NOV 1 2 2008

Case No. 14074 _

Page 2 of 5 » ' HINKLE, HENSLEY, SHANOR & MARTIN, LLP,

SANTAFE, NEWMEXICOB7504




8. NMSA. 1978, Section 70-2-33(A) defines “person” to mean ‘“any
individual, estate, trust, receiver, cooperative association, club, corporation, company,

firm, partnership, joint venture, syndicate or other entity.”

0. OCD Rule 19.15.3.116 NMAC (“Rule 116”) requires OCD to be notified
of any unauthorized release and for such release to be remediated in accord with OCD

requirements and standards.

10.  The Application alleges that the ten subject wells have been in non-

compliance with OCD Rule 116 since at least January 10, 2005

1. The Application further alleges that operator has known about the ten
subject wells being in non-compliance with OCD Rule 116, and has allowed the ten wells

to remain in non-compliance with OCD Rule 116, since at least January 10, 2005.

12

‘Operator agrees to remediate, by May 7, 2009, the releases and spills at all
~ten wells in accord with this Order, OCD Rule 116, and the OCD’s release and spill

remediation guidelines. This includes, but is not limited to:

a. Filing a remediation work plan with the OCD Artesia District

Office that complies with OCD Rule 116 and the OCD’s release and spill

remediation guidelines and that includes and is based on sample delineation and
site ranking; and

- b. Notifying the OCD Artesia District Office of any soil sampling at

least 48 hours prior to conducting the sampling.

13, Operator agrees to the imposition of a $48,000.00 civil penalty for the
violations'of OCD Rule 116 asserted in the Application.
Stipulated Order & Settlement Agreement

Case No. 14074
Page 3 of 5



14. If Opera@r remediates the releases and spills at the ten wells in accord
‘with this Order, OCD Rgﬂe 116, and the OCD’s release and spill remediation guidelines

by May 7, 2009, OCD agrees to waive $36,000.00 of the $48,000.00 civil penalty.

15. Operator agrees to pay, by November 21, 2008, $12,000.00 of the

$48,000.00 civil penalty.

16. [f Operator fails to remediate the releases and spills at all ten wells in
accord with this Order, OCD Rule 116, and OCD release and spill remediation guidelines
by May 7, 2009, Operator agrees to pay the remaining $36,000.00 civil penalty by May
14,v2(.)09. |

17.  If Operator fails to remediate the releases and spills at all ten wells in
accord with this Order, OCD Rule 116, and the OCD’s release and spil_l remediation
guidelines by May 7, 2009, Operator agrees to plug and abandon the ten wells by August

7, 2009.

18, If Operator does not plug and abandon the ten wells by August 7, 2009,
then OCD shall be authorized to plug and abandon the wells, and forfeit the $50,000.00

s

blanket plugging bond.
19.  Operator waives any right, pursuant to the Act or otherwise, to a hearing
on the Application, either prior or subsequent to the entry of this Order, or to an appeal .
from this Order.
20.  Nothing in this Ovder relieves Operator of his liability should he fail to
adequately investigate and remediate contamination that poses a threat to ground water,

surface water, human health or the environment. In.addition, nothing in this Order

Stipulated Order & Settlement Agreement
Case No. 14074
Page 4 of 5



relieves Operator of s responsibility Toe complivnee with any other e

focad s andfor regulations.
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ENVIRONMENTaAL PLUS, INC.

CONSULTING AN EXvIRONMENTAL REMEDIATION -

o

May 11, 2009

Mr. Mike Bratcher

Environmental Field Technician

New Mexico Oil Conservation Division
1301 W. Grand Ave

Artesia, New Mexico 88210

RE: Remediation Plan Letter
Operator: Sandlot Energy/Cantera
Lease: Thomas State #1
API: 30-015-02672
Legal: UL-A (NE % of the NE '4) of Section 9, T18S, R28E
Eddy County, New Mexico
Coordinates  Latitude: N32° 46’ 00.53”; Longitude: W104° 10’ 24.39”
EPI RefNo.: 455008

Dear Mr. Bratcher:

On behalf of Sandlot Energy/Cantera, Environmental Plus, Inc. (EPI) submits the following
Remediation Plan Letter to address remediation of the aforementioned location. Soil impacts
are historical in nature with no data indicating release date(s), volume and nature of release
fluid(s) or efforts to remediate the release area(s).

Remediation Proposal — Sandlot Energy/Cantera proposes to delineate and collect samples
from location. Submit samples to an independent laboratory for analysis. Contact the NMOCD
in regards to the analytical results and remediate per NMOCD guidelines and instruction.

Official communications should be directed to Mr. Jackie Brewer at (575) 631-4592 (mobile)
with correspondence addressed to:

Mr. Jackie Brewer
Sandlot Energy/Cantera
P.O.Box 711
Lovington, New Mexico 88260
Sincerely,

Shelly J Tucker
Environmental Consultant

Cc:  Jackie Brewer, Sandlot Energy
Al Nasser, Cantera

ENVIRONMENTAL PLUS, IN

Encl: none

EXHIBIT

;o




IVIRONMENTAL PLuUs, INC.

COMSULTING AND ENVIRONMENTAL REMEDLATION

@

o~y
et

May 11, 2009

Mr. Mike Bratcher
Environmental Field Technician
‘New Mexico Oil Conservation Division
1301 W. Grand Ave
Artesia, New Mexico 88210

RE:  Closure Report

Operator: Sandlot Energy/Cantera

Lease: Thomas State #1

API: 30-015-02672

Legal: UL-A (NE ' of the NE %) of Section 9, T18S, R28E

Eddy County, New Mexico
Coordinates Latitude: N32° 46’ 00.53”; Longitude: W104° 10’ 24.39”
EPI Ref No.: 455008

Dear Mr. Bratcher:

On behalf of Sandlot Energy/Cantera, Environmental Plus, Inc. (EPI) submits the following
Closure Report Letter to address remediation of the aforementioned location. Soil impacts are
historical in nature with no data indicating release date(s), volume and nature of release fluid(s)
or efforts to remediate the release area(s). For clarity and cross reference elimination purposes,
the Closure Report Letter offers Site Background history, Site Delineation, Remedial Activities,
Analytical Data and Conclusion.

A. Site Background - The Site is located in UL-A (NE % of the NE %) of Section
9, T18S, R28E at an elevation of approximately 3,646 feet above mean sea level
(amsl). A search for water wells was completed utilizing the New Mexico Office
of the State Engineers website and a database maintained by the United States
Geological Survey (USGS). No water wells exist within a 1,000 foot radius of
the release site. No surface water exists within a 1,000-foot radius of the release
area (reference Figure 2). Groundwater data taken from domestic and USGS

- water wells within a one (1) mile radius indicates an average water depth of
approximately 107 feet below ground surface (bgs). Utilizing this information,
New Mexico Oil Conservation Division (NMOCD) Remedial Goals for this Site
were determined as follows:

EEﬂNVERONMEENTAL PLUS, INC

Parameter | Remedial Goal
Benzene 10 parts per million
BTEX 50 parts per million
TPH | 5000 parts per million

* Chloride residuals may not be capable of impacting local
groundwater above NMWQCC Ground Water Standards of 250 mg/L



ENVIRONMENTAL PLUS, INC.

COMSULTING AND BEYIRONMENTAL REMEDIATION

B. Site Delineation — In July of 2008, Sandlot Energy/Cantera mobilized at the
well head to excavate an area of three (3) feet by six (6) feet by three (3) feet
below ground surface (bgs). In addition, Sandlot Energy/Cantera mobilized at
the battery to excavate an area of six (6) feet by ten (10) feet by two (2) feet
deep below ground surface (bgs). During the excavation, soil samples were
collected at a depth of one (1) foot bgs at the well head and two (2) feet bgs at
the tank battery. Samples were submitted to an independent laboratory for
analysis (reference Table 2 for Summary of Soil Boring Soil Sample Analytical
Results).

On April 17, 2009 EPI mobilized at the well head to direct the location and
depth of four (4) soil borings. The soil borings were advanced around the
well head and tank battery area. Due to rock encounter during the boring, soil
samples were only collected at the well head at a depth of four (4) foot bgs
and at the tank battery at a depth of five (5) foot bgs, total depth (TD) of the
soil boring (reference Table 2 for Summary of Soil Boring Soil Sample
Analytical Results).

C. Remedial Activities — In July 2008, Sandlot Energy/Cantera excavated the
area around the well head and tank battery, transported the excavated material
‘to CRI and backfilled the hole with on site material. No soil samples were
collected during backfilling activities.

A review of Table 2 Summary of Soil Boring Soil Sample Analytical Results
indicates impacted soil exceeding NMOCD Chloride remedial threshold goals
of 250mg/Kg in the bottom of excavation. However, with average depth
between known contaminants and ground water greater than one-hundred two
- (102) feet (reference Table 1 for Well Data) and contaminants confined within
an area of dense rock, additional vertical excavation is not practical nor
performance or cost effective. In addition, contaminants are limited to a small
confined area and potential contamination of groundwater diminishes as
natural attenuation should greatly reduce concentrations during migration.

The entire area was contoured to allow natural drainage and vehicular traffic.

D. Conclusion - According to recent laboratory analytical results (reference
Attachment 2), soils within the excavation area are moderately hydrocarbon
and chloride impacted. With hydrocarbon and chloride impacts confined in
dense rock and a small area, natural attenuation should deplete concentrations
significantly during migration to groundwater. No additional excavation is
necessary.

In view of extensive efforts exerted to remediate the release area, EPI requests NMOCD
require no additional remedial activity of the site and issue Sandlot Energy/Canterra a
Site Closure Letter.

INC.

ENVIRONMENTAL PLUS,



Please address questions, concerns and/or needs for additional technical information to
Shelly J. Tucker at (575) 394-3481 (office), (575) 706-9121 (cellular) or via e-mail at
stucker@envplus.net. Official communications should be directed to Mr. Jackie Brewer
at (575) 631-4592 (mobile) with correspondence addressed to:

Mr. Jackie Brewer

Sandlot Energy/Cantera
P.O.Box 711

Lovington, New Mexico 88260

Sincerely,

Shelly J Tucker
Environmental Consultant

Cc:  Jackie Brewer, Sandlot Energy
Al Nasser, Cantera
David Duncan, Civil Engineer
File

Encl: Figure 1 — Area Map
Figure 2 — Site Location Map
Figure 3 — Groundwater Gradient Map
Figure 4 — Site Map
Figure 5 — Excavation and Sample Location Map
Table 1 — Well Data
Table 2 — Summary of Excavation Soil Sample Laboratory Analytical Results
Attachment I — Site Photographs
Attachment IT — Laboratory Analytical Results and Chain-of-Custody Forms
Attachment III ~ Initial NMOCD Form C-141
Final NMOCD Form C-141
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ATTACHMENT I
SITE PHOTOGRAPHS






ATTACHMENT II
LABORATORY ANALYTICAL RESULTS
- AND -
CHAIN-OF-CUSTODY FORM



PHONE (575} 393-2326 » 101 E. MARLAND <« HOBES, NM 88240

e ———

ANALYTICAL RESULTS FOR
PPI (Canterra ' N s ST LG
AT ANRsSER | cel/ @ §FL - FAE ST . -
800 GESSNER
HOUSTON, TX 77024
: FAX TO: (575) 386-0063
Receiving Date: 07/16/08 Sampling Date: 07/16/08
Reporting Date: 07/18/08 Sample Type: SOIL
Project Owner: Canterra Sample Condition: COOL-INTACT
Project Name: OCUPOCPER Sample Received By: ML
Projact Location: SEC 32 Sandloit Oper Analyzed By: ZUABIKS
GRO DRO
(CeCi)  {*C10-Cap) ci
LAB NUMBER SAMPLE ID (mg/kg) {mg/ka) {my/kg)
ANALYSIS DATE - 07/17/08 07/17/08 07/7/08
H15176-1  ,_367-1" . ) <10.0 14.9 624
H15176-2 3811 487 25,400 . 3,440
H1i5176-3 8iTE <10.0 1,080 1830} «
Hi5176-4 D' . <10.0 1,100 7 208[}
. H16176-5 DTB 2 - <100 574 |\ 336 ’ -
| _H15176-6 T#1 - <160 672 | .- 2,220
Hi5:78-7 B2 232 3,770 3,200
H15176-8 [EVERTB 2 . <10.0 628 14,400}
4181769 A2 1 <100 R AP
Hi5176-10 L-A2 3 416 <10.0 7,440
H15176-11 . LATB 1 <10.0 1,530 11,800
H15176-12 N7-T <100 . 138 1,520 i
H15176-13 317-1" : . 19.6 296 640
{ Hi15176-14 ¢  322-1° <10.0 <10.0 1,330
H15176-15" 3223 } <100 117 4,000 .
H15176-16 WD183 ¢ <10.0 1,220 2,600}
H15178-17 WD {8t » ) 54.1 193 2,640
| _H15176-18 370-3 . 186 -~ 3,140 496
H15176-19 370-1" 41.9 2,530 528
H15176-20 ' 387-¥ <10.0 56.8 832
-1 H15178-21 367 Flowine - 131 5,510 5,720
Quality Control 550 555 500
True Value QC 500 500 500
% Recovery 110 111 100
Relative Percent Difference 2.6 10.4 <0.1

METHCDS: TPH GRO & DRO: EPA SW-846 8015 Std. Methods 4500-CI'B -
*Analyses performed on 1:4 wiv agqueous exdracts.

”Z(/f 4 T

Chemist Date

H15176TCL PPI

LEASE NOTE: Lisbliity and Damages. Cardinal’s liability and client's exclusive remedy for any clalm zriging, whather based in contract or tort, shall be limited to the amount paid by client for anaiyaes.
Wl ehaims, including those for negligence and any other cause soever shall be d d waived unless made in writing and received by Cardinal within thirty (30} days after comp\cl']on qf the appl}cqbia
ervica, in no ovent shall Gardinal be liable for incidental or consequontial damages, including, without limitation, business inerruptions, loss of use, or loss of proiits incurred by cliont, its subsidiasies,
fliates or successors arising out of or rolated to the. performance of services hersunder by Cardinal, regardlass of whether such claim is based upon any of the sbove-stated reasons or otherwise. Resulls
slate anty to the samples identified above. This report shall not be reproduced except i full wilth wrilten approval of Cardinal Laboratorics.




g ARDINAL LABORATORIES
101 East Marland, Hohbs, NM 88240

Company Namae:

) 2111 Beechwood, Abilene, TX 79603
(508) 393-2326 FpK (505) 393-2476 (325) 873.7001 FAX {326)673-7020

2 P27 7 Rm.m\\\%\\\@\ }

CCUUBILL TO

ANALYSIS REQUEST

3&“2 Manager:

\u\\v \\\ \mw.aww.r@q\\

o R

P.O. #

adaress: E5000) G es—

City: &J\M\Nv‘k.\ State: VN Zip: \.\\x\m, Nm\

OEEE:M“ \V\.UH
Attn: S, Aede

Pronew: SIZZLLLTT raxw 57— 59 —c0b3

Address; E2ED Gesspes

Projscty: (D / Project Owner: \;me\\»w\u\\.mm\\

City: \\a.c,.wx\wvv

State: aNN Zip: \\ﬂQN\m\\m

Projsct Namae: DQQNU@%NU%J\ i ~
Project Locaton; rwwm\uﬁ‘.\ 27 \ A%ﬂ\&%\%&%&\sv

Phone #; ‘775 wﬁh&x 2ot

SVORE 1R deailt $hae CADOE GO 42083 QU DTS INCA OF CenINuInial gamags, STy

P L e 1

:. A2 0 Uhg S2AGTIMNANSA Of $AMIas Naigundas 0y O

Sampler Nama: A SMW&V\\ Fax #: Vﬂf
EOR vl USE DMLY ’ MATRIX PRESERVY SAMPLING é . y
Qe i o .
mu\ (& Y 3y w -
Lab L.D. Sample 1D, AHHHRRRREIER N4 ¢@$ ,
) a0, 213121512 |8]8l2(8 8 N
HIBIZe-l| 2L7. (7 - 01216121215|2|5(2)8|E| pare | Tme |
1 7 = s b, AR E R AR £10% i
.IMNW - [/ - w J. \'4 4 AN /.ﬂw,/;. Wm
| D7 2 ] i N N
=/ D X ) Y A MR %% IS NS
M\Nﬂ& U\ A M / aN\\ o) \ 3
e RNV EETR 7 | ! S IR N
o ool Kﬂ\\. \b L \ \\.W \ « 4 ,/ %M% N
2] VAR 3 ) ) (AR PN))
LA TR /7 ] ) , /
PLEASE HOTE: Laruty and Damagss, Cartnals BaDTY 00 CHANLS XCILSAD femedy far Aay claum azsing whathar basid In conlaci of tod, shall bgpmitad o 11D ANt peXt by the ciisnl for the
AtubipSoy A Hadld NShEAY N0 (a0 05130064 210 Iny CINAF C3uEA NS I9yar Shalt haq

48Med wakdd unlass meds i wiang and racewcd by Cardina) within 30 days afisr compfetion of the applicabla
»inout imisseon, Business ireiupsons, 19ss of uss, of loss of profis Incusred by chiant, ks subsidiariss,
3iengl 162001855 Of whatha( Such it i Dased upen any ! ihe abova stated 10A53AS OF Olherviss.

“Delivered Bv: (Circle Ona)

sSampier - UPS - Bus - Other

Coo)/ Intac
.._m»\\mm E\wﬁm
| No 7] Ne

Sample Condition

CHECKED BY:

\%:\n ym_mv &

Received By: Fhone Resulf: I3 Yes [ No  JAdd]Phone &
\«v\ > Fax Result: 0 Yes 0O No JAdd|Faxif:
4 Time: - REMARKS: ; ;
) Sp SN% _ i : % M\W\ Ay
Relinquished By: Data: 7 ] mmo\&ﬁma w\q S\A&&N\ \N\ (o [ &%\

Brewer—Zs2E20H o

Wi O/ NWN\,.;A Aretodsan ol b @E@N zm

1 Cardinal cannot accept verhal changes. Please fax written changes to 506-393-2476

-
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101 East Marland, Hobbs, NM 88240 2111 Beechwood, Abilene, TX 79603

Aoom_ 393-2326 FAX (505) 393-2476 (325) 673-7001 FAX ammvm.\w 7020

w VoL Lw) ,tc\ S

]
Y

|

Qo lf

Company Name: PR \Om&\&\\,&\u ‘BILL TO ANALYSIS REQUEST
?o_mnﬁ zmam@mﬁ \.ﬁ.m\ \\;\mm\a&.‘_\.\ P.O.#: .
Address; g \RWWVNL nmm\ S HE . Company: \NQ\NVN.
City:. \N@\Q?\wx\r\ State: / VO‘ Zip: QQ@NA\\ Attn: MQT «\\,,%.\ .
Priong i %.W‘\mkm\ L7 Fax & 4578 =37 %mu«w Address: 360 (o €58 nei
Project &: Q@\ Project Qwner: \\\SVM\\\\\\N\ City: N\\Q.cw%_\\@qe\
Project Namae: \W\\J Q\.VGN\%%\ ’ mEEWx\UﬂMNEn mN*NuN\mb
Project Location: hek\ ..thmﬂ\.\ %.M.M\XRN\ W h@\%ﬁ@\v Phone #: s\\k.w.xu\.&m\&wg
Sampler Nama: \Nx\\ﬁ. .\N\M.Nca&\\ \/ Fax#: 7 .
FOR A8 UEE ShuT / MATRIX PRESERV)  SAMPLING /@ﬂ
o
= - NG
_. MRS
Lab [.D, Sample |.D. m m m m e m mwm ‘M\w @/ Z
£1313|5)=] |8]8(&]2;8 &
HISERET2 |5 c|S1812181213151218]E| oare | mwe | N9 I
- 13 Gr X LY Al
A g7~ [ & X AL 187 N a &
. W Z2zZ — /7 _ X % / R mm N
S B\ Z2Z ~ 57 \ Al V 7 LRSS
FEHANIR R [ X VAN ! S-S
AE D X (7 / X, il 120 1 ST W
-BZE70_ ~ 37 ( X %l 4 A RAIRVIN
NS 7h — L7 / x b A T I O IR uu
2087 R 3 A AL L] ALY,
(DANZ 67 Flenjime. { % 1 N A
FLEASE NOTS: Lumuty ang UE:....& CrdNal’s Y20uly M CHANTS BXCILERT 13M&y {oF any ¢lm arsing whainar basad i canu el of 1on, 2hali ka linied lo the amount paid hy the clisnl for the
#5903 Ad Sl Doaniend 1999 (35 AoTe3anas dad 30y SINYC CAUSS PNASI2NAC SNIU T8 A3emoa walved uslass mada in Wiy and sacaived by Cardinal witin 30 days aher compistan of the 2ppicable
o e g S Sangaduans mages, g it iy sivpant e e aseet oy ot 300 st eans oo
Date; mmom;wma '8 L Phona Result: ~ D Yes [ No |Add' Phone & _
‘6 %\ \\ & Fax Resuit: OYes [ No JAddlFax#
: ; i REMARKS:
m@m:n&@m\m By: Date: 7 _ mmnm_<ma\m< &X \&k%\.&\&\mﬁ\&h
Time: i

‘Deliveréd By: (Circla Ongl . {

foe 5 \?s\w\\\ﬁ 6 @&l Gomm_

Sample Condition OIMDXmO ay:
Sampler - UPS - B Other: P Gger tntas _E \\ m‘ e S
wamgler - - Bus - Other: _ DJMMDH”M &n\ﬁu\\\ﬁ\ o, “0 & .ﬂ&wr\\m h\_urﬁ&,\n\v Sﬂﬂm\.,
T Cardinal cannot accept verbal changes. Please fax wilttsn changes to 505 umu N.S.m ‘ —
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Wrate vt Blieans R st . .
b, S5 R4 State of New Mexico Furm {-bib)

Lnergy Minerals and Matural Resources fes e Uctobng L 2003
PAOL W Gruad avenne, Afbesss, NATEEZIu
Dustrier 1) : ‘ Oil Conservation Division OCT 202008 Subitit 2 Copies (o appropiute
1000 Riar Brazos Road, Aztee, MM 87410 o Y District Office in accordance
Dustriet 1V 1220 South 5t. Francts Dr. @@E} 1@@?‘% . with Rule 116 on k_md;
1220 & St Francis Dr  Santa Fe, N 873035 Santa Fe, NM 87505 iy §~ - §§5’é§, side of form
Release Notification and Corrective Action

50“ 9/:3" /@QZ 5801 OPERATOR [l initial Report [} Final Report

Name of Company SANDLOTT ENERGY Contact JACKIE BREWER

Address P.O BOX 711 LOVINGTON NM 83260 Telephone No. 575-631-4592

Facility Name DAUGHERITY STATE # | Facility Type ACTIVE PRODUCTION WELLHEAD
[ Surface Owner NMSLO [ Mineral Owner [ Lease No.30-015-02587 B

LOCATION OF RELEASE
Unit Letter | Section | Township | Range | Feetfromthe | North/South Line | Feet fromthe | East/West Line | County
D 4 188 286 315 NORTH 945 WEST EDDY

Latitude Longitude

NATURE OF RELFASE

Type of Release HISTORICAL Volume of Release N/A Volume Recovercd N/A
Source of Release ACCUMULATED RELEASE FROM ACTIVE WH Date and Hour of Occurrence Date and Hour of Discovery
Was Immediate Notice Given? If YES, To Whom? o

[ Yes [ No X Not Required

| By Whom? Date and Hour

Was a Watercourse Reached? If YES. Volume Impacting the Watercourse.

T Yes X Ne

If a Watercourse was Impacted, Deseribe Fully.®

NOT APPLICABLE

Describe Cause of Problem and Remedial Action Taken.*
WELL HEAD LEAK AT STUFFING.BOX LESS THAN 3BBLS  3FT BY 3FT RADIUS

BA'I“TE:RY HAD HISTORICAL CONTAMINATION

Describe Area Affected and Cleanup Action Taken.®
DUG AROUND WELLHEAD 4FT BY 6FT RADIUS APPROX. 3FT IN DEPTH HAULED SOIL TO CRI REFILLED WITH CLEAN SOIL

DUG AROUND BATTERY 4FT BY 5FT RADIUS APPROX. 2FT IN DEPTH HAULED SOIL TO CRI REFILLED W/CLEAN SOIL

1 hereby certity that the information given above is true and complete to the best of my knowledge and understand that pursuant to NMOCD rules and
regutations all operators are cequired to report andfor file certain release notifications and perform corrective actions for teleases which may endanger
public health or the environment. The acceptance of a C-141 report by the NMOCD marked as “Final Report” does not refieve the operator ol liability
should their operatibns 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.

égf OIL CONSERVATION DIVISION
Signature? n f\Q)\M
. A . visor:
Printed Name> } MY %‘(\ ey e o Pprovcd by D?strxct Supervisor
Title: - O D_L’ ~Alas Approval Date: Expiration Date:
E-mail Address: {B\"Qw‘_i" A2 @ /\(,L Corm Conditions of Approval: . Altacked [
bwe  JOesd -G8 phone 4 3/YSSZ g
* Attach Additional Sheets 1f Mecessary Accepied for record () CT 2 9 2008
. e 3 L .d IR z
MOCD

-

;33..!



Recewmg Date 04130/09
’Reportmg Date: 04/30/09

‘Project Owner: PP (SANDLQT ENERGYICANTERA)

(EP! 45501 -45501 3):

‘Project Name: SANDLOT WELLS - SEG 32

=V ARDINAL
LAIORATORIES

'ANALYTICAL RESULTS FOR
- 'ENVlRONMENTAL PLUS, INC
-ATTN SHELLY TUCKER

P. O BOX 1558

 EUNICE;NM 88231
‘FAX TO: (575)/394:2601.

Pro;ect Location: NOT GNEN

~ Sample Condition:

__PHONE (575) 393:2376/+'101 E. MARLAND « HOBBS, NM 88240

Analysus Date: 04/30/09

Samplmg Date 0411 4/09 0411 7/09 &:04/21/09
'Sample Type SOIL

COOL & INTACT :
.Sampte Recewed By AB

Analyzed By HM '

CI™
LAB. NUMBER . . SAMPLEID . . (mg/kg)
" H17330-1 ' __RESLER YATES ST 317 4' WH . -." 1, ,600 1
~H17330-2 . RESLERYATES ST317-4'LOC.{. . . 320
CLH17330:3 .. . 'RESLERYATES.ST322-4'WH | . = 5601
_H17330-4 © =~ RESLERYATES.ST367-4'WH | @ - 848
HA7330-5 ~ RESLERYATES ST367-3'FL | : =~ 1127
1 "H17330-6 _RESLERYATES ST 370:-4"WH | - . 7047
- H17330-7. .. RESLERYATES ST:381-3'WH | 1,150
- H17330-8 * RESLER YATES ST* 381 5" TB 4. 2,040
- H17330-9. " LEVERS'A2-5"WH A4 220
CHA7330-10. - LEVERSA2.-5'LOC 2,200,
CH17330-11 . LEVERS'A STATE 2 - 3' TB . 4,880 |
:H17330-12. _'LEVERS ASTATE-4'TB 11420
- H17330:13.  THOMAS ST 1-4"WH 752
.H17330-14. .- THOMAS'ST1.-5'TB . ... 8200
H17330445° .WELCH DUKE ST 18 10 WH ... 168
--Quality Control ) 500}
_True Value QC 500
Y% Recovery: L . 100 ¢
E'Relatlve Percent Dsfference T L <0

fMETHOD Standard Methods -

] _asoociB]

Note Analyses performed ‘on-1:4.w: \) aqueous extracts

‘ PLEASE NOTE Liabsmy and Damagas Cardmal s liabﬂily and. cﬁam 5 exclusiva remedy fur any ‘caim ensmg ‘whther based in contract.or tert:- sha!l ba !xmted o the nmount patd by chiént for analyses.

Al glaims,’ lncludmg those for negligence. and any other, cause whmsoever shatt be: deemd leed unless made'in writing‘and recelved by Cardinal wnﬂun c?mty‘(:m) days after ccmplenon of the’ apo&cawef.
i conse ges, Cwithout timitation, business mlenuptlons losg, of ‘usa, of
“ aiﬂ\iatas Gr succw:am aﬁsxng gut'of 6t related lo ‘the: pcﬁmmancc of sewn:as hercunder by Cacdinak regamless ot wnether, such claim |5 based. upon any of the' abovo-siatad reasons or cmemise Results -

“gavica. !n n ev'em shall Cardinal, be

rela:e onty to the sampies ;denuﬁed above. This réport shail riot be reproducec excent in full with-written appmval of Cérdinal Laboratorias.

5 of profits’ mwrred by client;its: subsidiaries,



) ..w& AR DI NAL =  , PHONE<‘(575)V-393-___§§_26:é:’,1m‘-£‘; MARLAND « HOBBS, NM 88240

‘ANALYTICAL RESULTS FOR |
;ENVIRONMENTAL PLUS, INC;_
ATTN: SHELLY TUCKER - :
P.0.'BOX 1558 '
EUN!CE NM 88231
FAX TO: (5._._75), 394-2601' : . -
Recewmg Date: 04/30/09 I Samphng Date:. 04!17/09&04/21/09
*Repomng Date 05104/09 o ‘ IR ' , ‘Sample Type:i SOlL '
‘Project Owner: PPI: (SANDLOT ENERGY/CANTERA) ) . C
Project:-Name: SANDLOT WELLS - SEC: 32, '
‘Project: Locatnon ‘NOT GtVEN

_'.Analyzedzzisy:-'ABff T

GRO . DRO
o (Cs‘Cw)’ (>C10'Cza)‘:' )
LAB NUMBER SAMPLE ID A (mghg) (mg/kg)» '

'v-,"’ANALYSIS DATE TR 05/02/091 05102109“
- [ H17330-8 __ RESLER YATES ST 361 5' TB -,_ <100 | <100 1

1 H17330-11  LEVERSASTATE2~3'TB s .. <100 | -<10.00 |
1" H17330:12°  LEVERS A'STATE- 4'TB =100 | 192, |
| H17330-14 THOMAS'ST1-5TB:. ° .| <100 | :<10.0..} -

" Guaiity Gontrol SR SN Tt ape s
' 1 True Value Q'C‘ L 1 500 4 500
"% Recovery . ‘, L. 970 f - 106 -
1 Relative. Percent leference o 19 .‘1,6.3'3”‘.. ,
i 'METHODS TPH GRO & DRO EPA SW—846 8015 M L

Ch”emust ¥

"H‘17330-T’E'P‘i

,PLEASE NOTE Llabllny and Damages Cardmal“ ﬂahm‘ j ) jitor any ‘chaim: anslng whe!her based in contiact:or tort; " shall b’ Esrmwd la the: amoum ‘paid by,c!fent for analyses.”
A dalms ‘including’ ihosa fof negligence and any ather ca e wa;ved unless made ing'‘and mceived by Cardmsl mthm mtrty (30) days after cum tion.of me applicable’
service! in. no: aveﬂl shali ‘Cardinal be. Jabla for incide ssness mtenupuons loss. of use; or loss of- pmms mam'eq ;em. its subsidiarigs, .
"aﬂ'llazes of. succsssors ‘grising cu: of or. relatad to thé perfarmance of semces henaundez by Cardinat regardless df-whiether such ciaim: i based upon any ‘of the: above ‘stated reasans or. sthanvise. Results:
relate onl, ! ‘to'the’ samples aidéntified above Th:s ‘report shall ot be’ rcproduoed exr.ept in fuﬂ with written approval of Cardinal Laboramnes ]

d cﬁeq( s exduswe remy
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ATTACHMENT III
INITIAL NMOCD FORM C-141
FINAL NMOCD FORM C-141



a
-~ -

Distact |~ .,
1625 N French Dr , Hobbs, NM 88240 State of New Mexico Form C-141

Dustoict Y Energy Minerals and Natural Resources \ Revised Qctober 10, 2003
1301 W Grand Avenuc, Artesia, NM 88219 B Submit 2 Co ) .
District 111 3 3 vial mit ies to appropriate
162’(;‘“[“‘ Brazos Road, Aztec, NM 87410 Oil Conservation DI\CISlon GCT 20 20&8 uDl';llrlcl. Office in asgorddnue
Dustrict 1V 1220 South St. Francis Dr. with Rule 116 on back
1220 S St Francis Dr, Santa Fe, NM 87505 Santa Fe. NM 87505 PALY ¢ side of form
Release Notification and Corrective Action »

\50 -5 D267 OPERATOR (] Initial Report  [[] Final Report

Name of Company SANDLOTT ENERGY Contact JACKIE BREWER

Address P.O BOX 711 LOVINGTON NM 88260 Telephone No. 575-631-4592

Facility Name THOMAS STATE # | Facility Type ACTIVE PRODUCTION WELLHEAD
[ Surface Owner NMSLO [ Mineral Owner | Lease No.30-015-02672 ]

LOCATION OF RELEASE
Unit Letter | Section | Township | Range | Feet fromthe | Notth/South Line | Feet fromthe | East/West Line | County
A 9 185 28E 990 NORTH 330 EAST EDDY

Latitude ____Longitude

, NATURE OF RELEASE
Type of Releasc HISTORICAL Volume of Release N/A Volume Recovered N/A
Source of Release ACCUMULATED RELEASE FROM ACTIVE WH Date and Hour of Occurrence Date and Hour of Discovery
Was Immediate Notice Given? If YES, To Whom?
[J Yes [ No X Not Required
By Whom? : Date and Hour
Was a Watcrcourse Reached? ) I YES, Volume Impacting the Watercourse.
‘ [J Yes X No

tf a Watcrcourse was Impacted, Describe Fully.®

NOT APPLICABLE

Describe Cause of Problem and Remedial Action Taken.*
HISTORICAL CONTAMINATION PRIOR REMEDIAL WORK DONE BY FARMING

Describe Arca Affected and Cleanup Action Taken.*
DUG HISTORICAL CONTAMINATION 6FT BY 10FT RADIUS APPROX 2FT IN DEPTH HAULED SOIL TO CRI REFILLED WITH CLEAN
SOIL

1 hereby certily that the information given above is true and complete to the best of my knowiedge 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 fheir 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, NMQCD 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.
Ol CONSERVATION DIVISION

Signatl;rc: 0\ %Aﬁ}_{}c’/\

Printed Name: JAgKlE BREWER

Approved by District Supervisor:

Title: OPERATOR _ v . Approval Date: Expiration Date:

E-mail Address: brewer2 12{@aol.com Conditions of Approval: Attached []
ule 10-14 2008 Phone:575-631-4592 e for recoid '
. - Ascep

Attach Additional Sheets If Necessary NMOCD 0CcT @ 2 2008

B



L}
District [

1625 N. French Dr., Hobbs, NM 88240 State of New Mexico Form C-141
District 11 Energy Minerals and Natural Resources Revised October 10, 2003
1301 W. Grand Avenue, Artesia, NM 88210 ’
District [I1 5 : il Submit 2 Copies to appropriate
1000 Rio Brazos Road, Aztec, NM 87410 Oil Conservation DIV.ISIOH District Office in accordance
District [V i 1220 South St. Francis Dr. with Rule 116 on back
12_20 S. St. Francis Dr., Santa Fe, NM 87505 Santa Fe, NM 87505 side of form
Release Notification and Corrective Action
OPERATOR [] Initial Report  [X] Final Report
Name of Company: Sandlot Energy Contact: Jackie Brewer
Address: PO Box 711; Lovington, NM 88260 Telephone No. 575-631-4592
Facility Name THOMAS STATE #1 Facility Type ACTIVE PRODUCTION WELLHEAD/TANK
: BATTERY
| Surface Owner NMSLO | Mineral Owner | Lease No. 30-015-02672
| LOCATION OF RELEASE
Unit Letter | Section | Township | Range | Feet from the | North/South Line | Feet from the | East/West Line | County
A 9 18S 28E 990 NORTH 330 EAST EDDY
Latitude Longitude
, NATURE OF RELEASE
Type of Release HISTORICAL Volume of Release N/A Volume Recovered N/A
Source of Release ACCUMULATED RELEASE FROM ACTIVE WH Date and Hour of Occurrence Date and Hour of Discovery
Was Immediate Notice Given? If YES, To Whom?
[ Yes _ O No Xl Not Required
By Whom? Date and Hour
Was a Watercourse Reached? If YES, Volume Impacting the Watercourse.
[0 Yes No

If a Watercourse was Impacted, Describe Fully.*

N/A

Describe Cause of Problem and Remedial Action Taken.*

HISTORICAL LEAKS - SITE WAS SAMPLED AND REMEDIATED

Describe Area Affected and Cleanup Action Taken.*

AREA AROUND WELLHEAD AND BATTERY - REMEDIATED

1 hereby 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:

. Approved by District Supervisor:
Printed Name: JACKIE BREWER

Title: OPERATOR - : Approval Date: Expiration Date:
E-mail Address: BREWER212@AOL.COM Conditions of Approval: Attached []
Date: Phone: 575-631-4592

* Attach Additional Sheets If Necessary



Bill Richardson

Governor

Joanna Prukop

Cabinet Secretary
James Noel

Deputy Cabinet Secretary

Mark Fesmire
Division Director
Qil Conservation Division

June 16, 2009

Mr. Gary Larson, Esq.

Hinkle, Hensley, Shanor & Martin LLC
P.O. Box 2068

Santa Fe, NM 87504

Email: glarson@hinklelawfirm.com

RLI Insurance Company
Attn: Mr. Paul O’Sullivan

8 Greenway Plaza, Suite 400
Houston, Texas 77046

Email: paul.osullivan@rlicorp.com

Re: Stipulated Order and Settlement Agreement (Order R-12961-B)

Case No. 14074, Application for Compliance Order Against Jackie Brewer

d/b/a Sandlott Energy
Operator:
Facilities: Daugherty State #001
Levers A State #002
Levers State #007
Resler Yates State #317
Resler Yates State #322
Resler Yates State #367
Resler Yates State #370
Resler Yates State #381
Thomas State #001
Welch Duke State #018
Bond: Bond No. BO5910

Dear Mr. Larson:

On November 6, 2008, your client, Jackie Brewer d/b/a Sandlott Energy (Sandlott),
entered into a Stipulated Order and Settlement Agreement (Order R-12961-B) with the

30-015-02589
30-015-26895
30-015-02575
30-015-10254
30-015-10285
30-015-20088
30-015-20094
30-015-26134
30-015-02672
30-015-06125

Jackie Brewer d/b/a Sandlott Energy OGRID 154329

4-4-18S-28E
B-8-18S-28E
N-4-18S-28E
F-21-18S-28E
1-20-18S-28E
F-32-18S-28E
H-32-18S-28E
G-32-18S-28E
A-9-18S-28E
C-28-18S-28E

Oil Conservation Division (OCD) to resolve fully and finally all issues in this case.
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In the Stipulated Order and Settlement Agreement Sandlott agreed to remediate, by
May 7, 2009, the releases and spills at all ten wells named above in accord with the
Stipulated Order and Settlement Agreement, OCD Rule 19.15.3.116 NMAC (since re-
numbered 19.15.29 NMAC), and OCD’s release and spills remediation guidelines.
Sandlott also agreed to file a remediation work plan with the OCD’s Artesia District
Office that complied with OCD Rule 19.15.3.116 NMAC and OCD’s release and spill
remediation guidelines and that included and was based on sample delineation and site
ranking.

To date, Sandlott has not remediated the releases and spills at all ten wells. Most of the
ten wells remain contaminated with oil field wastes. Sandlott also has not filed a
remediation work plan.

In the Stipulated Order and Settlement Agreement Sandlott agreed to the imposition of
a $48,000 civil penalty for its violations of OCD Rule 19.15.3.116 NMAC. Sandlott
agreed that if it failed to remediate the releases and spills at all ten wells in accord with
the Stipulated Order and Settlement Agreement, OCD Rule 19.15.3.116 NMAC, and
OCD’s release and spills remediation guidelines by May 7, 2009, it would pay $36,000
of the civil penalty by May 14, 2009, and would plug and abandon the ten wells by
August 7, 2009.

Because Sandlott failed to remediate the releases and spills at all ten wells in accord
with the Stipulated Order and Settlement Agreement, OCD Rule 19.15.3.116 NMAC,
and OCD'’s release and spills remediation guidelines, the OCD considers the $36,000
civil penalty due and owing. Payment shall be made by certified or cashier's check
made payable to the “New Mexico Oil Conservation Division,” and mailed or hand-
delivered to the New Mexico Oil Conservation Division, Attention: Director, 1220 South
Saint Francis Drive, Santa Fe, New Mexico 87505

The Stipulated Order and Settlement Agreement provide that Sandlott has until August
7, 2009 to plug and abandon all ten wells. In the Stipulated Order and Settlement
Agreement Sandlott agreed that if it did not plug and abandon the ten wells by August 7,
2009, OCD shall be authorized to plug and abandon the wells and forfeit the $50,000
blanket plugging bond. If OCD plugs and abandon the wells, Sandlott will be
responsible for all costs associated with plugging and abandoning the wells.

Sincerely,

Sonny Swazo
Assistant General Counsel
New Mexico Oil Conservation Division

cc: Daniel Sanchez, OCD Enforcement and Compliance Manager
Sherry Bonham, Acting OCD District || Manager
Mike Bratcher, OCD District | Compliance Officer
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RLI Insurance Company 8 Gregnway Plaza | Suite 400 | Houston, TX 77048-0899
P: 723-9€1-1300 | F: 713-961-0285 | www.rlicorp.com

September 25, 2009

Jackie Brewer dba Sandlott Energy
HC 60 Box 212A
Lovington, NM 88260

Re: Sandlott Energy
B05910 |
$50,000 New Mexico Oil Conservation Division Blanket Bond

Dear Mr. Brewer,

Through correspondences from the New Mexico Oil Conservation Division (NM
QCD), RLI has been informed of violation pertaining to wells under the
jurisdiction of the NM OCD and the pending $50,000 demand by the NM OCD
under surety bond B05910. A copy of the document is enclosed for your
cohvenience,

RL! Insurance Company required the personal indemnity of Jackie Brewer and
$25,000 collateral (reduced by $2,000 to $23,000 for unpaid premiums) in order
to write the bond. Failure to perform under the NM OCD regulations places you
in default under the Indemnity Agreement signed on May 7, 1996.

As your failure to honor the terms of the NM OCD Settlement Order and to pay
the $36,000 penalty has caused the NM OCD to order the plugging of the 10
wells listed, the NM OCD will seek reimbursement from the proceeds of the .
bond. This letter will serve as our formal demand for payment in the amount of
$27,000.00, which is due to RLI Insurance Company by October 9, 2009. Please
call the undersigned at 713.961.1300 at your earliest convenience so that we
may coordinate our efforts regarding this matter.

Sincerely, . 4
ol = 2) L

Paul M. O'Suliivan

Assistant Corporate Secretary

Enclosure
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- 8 Greanway Plaza | Suite 400 | Houston, TX 77048-0899
P 7253-9€1-1300 | F: 713-961-028% | www.riicorp.com

September 25, 2009

Jackie Brewer dba Sandlott Energy
HC 60 Box 212A
Lovington, NM 88260 U

Re: Sandlott Energy
B05910 |
$50,000 New Mexico Qil Conservation Division Blanket Bond

Dear Mr. Brewer,

Through correspondences from the New Mexico Oil Conservation Division (NM
QCD), RLI has been informed of violation pertaining to wells under the
jurisdiction of the NM OCD and the pending $50,000 demand by the NM OCD
under surety bond B05810. A copy of the document is enclosed for your

convenience.

RL! Insurance Company required the personal indemnity of Jackie Brewer and
$25,000 collateral (reduced by $2,000 to $23,000 for unpaid premiums) in order
to write the bond. Failure to perform under the NM OCD regulations places you
in default under the indemnity Agreement signed on May 7, 1996.

As your failure to honor the terms of the NM OCD Settlement Order and to pay
the $36,000 penalty has caused the NM OCD to order the plugging of the 10
wells listed, the NM OCD will seek reimbursement from the proceeds of the -
bond. This letter will serve as our formal demand for payment in the amount of
$27,000.00, which is due to RL! Insurance Company by October 8, 2009. Please
call the undersigned at 713.961.1300 at your earliest convenience so that we
may coordinate our efforts regarding this matter.

Sincerely, 74
[(,«%*é o }7 A/“{—

Paul M. O’ Sulhvan
Assistant Corporate Secretary

Enclosure
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