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Release Notification and Corrective Action

ZO - O({g’ Q,L)BZO OPERATOR [x] Initial Report  [] Final Report

Name of Company Dugan Production Corp. Contact Kurt Fagrelius

Address P.O. Box 420 Telephone No. 505-325-1821

Facility Name Seoul #88 Facility Type  Permanent Pit
| Surface Owner Navajo Allotted | Mineral Qwner Navajo Allotted | Lease No. NOO-C-14-20-7312

LOCATION OF RELEASE

Unit Letter | Section | Township [ Range | Feet from the | North/South Line | Feet from the | East/West Line | County

A 9 23N 10W 330 North 330 East San Juan

Latitude 36 . 24764 N Longitude_ 107.89321 W

NATURE OF RELEASE
Type of Release  Reporting Pit Sampling Volume of Release Unknown | Volume Recovered Unknown
Source of Release Below grade permanent pit release | Date and Hour of Occurrence ? Date and Hour of Discovery Unknown
Was Immediate Notice Given? IFYES, To Whom?
) J Yes [ No Not Required N/A
By Whom? Date and Hour
Was a Watercourse Reached? I YES. Volume Impacting the Watercoursc.
Yes No )
O ves & RCVD OCT 14710

[f a Watercourse was Impacted. Describe Fully.*

OIL CONS. DIV,
N/A DIST. 3

Describe Cause of Problem and Remedial Action Taken. *

During permanent pit closure a chloride impact was discovered. A five-point composite sample
tested 368-mg/kg chlorides which exceeds the threshold limits as per subsection B of
19.15.17.13(B) (1) (b) . See attached sample results.

Describe Area Atflected and Cleanup Action Taken, *

Contamination will be addressed under the "spill rule", 19.15.30.

[ hereby certify that the information given above 1s 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 cotrective actions for releases which may endanger
public heaith or the environment. The acceptance of a C-141 report by the NMOCD marked as "Final Report” does not relieve the operator of lability
should their operations have failed to adequately investigate and remediate contamination that pose a threat to ground water. surlace water. human health
or the environment. In addition, NMOCD acceptance of a C-141 report does not relieve the operator of responstibility for compliance with any other
federal. state. or local laws and/or regulations.

/‘/\%\/\ " OIL CONSERVAT]ON DIVIS]ON
Signature ///'/%éé

Approved by District Supervisor: L/

Printed Name: Kurt Fag ellUS

v v
Title: VP Exploration Approval Date. %%/ ’L\plrauon Date:
-mai rss. KE i ti . “ondi caof a
E-mail Address agrelius@duganproduction. com Conditions of Apprm al’ Attached [

Dawe: September 7, 2010 Phone: 505-325-1821

* Attach Additional Sheets If Necessary ny})\’o bggzo, %z




Permanent pit: Seoul #88
APl number: 30-045-26630

Results of sample analysis on the five-point composite sample collected on the subject
permanent pit exceeded limits permissible under the “pit rule” (19.15.17.13.C) (see attached
C-141 with analytic results).

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

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

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

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

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

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

(S

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

Kurt Fagrelius

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

December 30, 2009

Fred Cornish

Dugan Production Corporation
4100 Piedras Street
Farmington, NM 87401

Re: Earth Pit Closure

Enclosed are the results of analyses for sample number H18941, received by the
laboratory on 12/23/09 at 11:15 am,

Cardinal Laboratories 15 accredited through Texas NELAP for:

Method SW-846 802) Benzene, Toluene, Ethyl Benzene, and Total Xylenes
Method SW-846 8260 Benzene, Toluene, Ethyl Benzene, and Total Xylenes
Method TX 1005 Total Petroleum Hydrocarbons

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

Cardinal Laboratories is accredited though the State of Colorado Department of Public
Health and Environment for:

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

Accreditation applies to public drinking water matrices.

Total Number of Pages of Report: 5 (includes Chain of Custody)

- —— —— PO S S Aty S

This report canforms with NELAP requirements,
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LABORATORIES

ANALYTICAL RESULTS FOR
DUGAN PRODUCTION CORP.
ATTN: FRED CORNISH

4100 PIEDRAS 8T.
FARMINGTON, NM 87401
FAX TO: (506) 325-4873

Receiving Date: 12/23/09 Sampling Date: 12/18/09
Reporting Date: 12/30/09 Sample Type: SOIL
Project Number: NOT GIVEN Sample Condition: COOL & INTACT @ 6°C
Project Name: EARTH PIT CLOSURE i Sample Received By: CK
Project Location: NOT GIVEN Analyzed By: AB
: 418.1
TOTAL
TPH
LAB NUMBER SAMPLE ID (mg/kg)
ANALYSIS DATE 12/29/09
H18849-1 OLSON# <100
H1BS41-2 WITTY #1 - N <100
H18941-3 WITSEND T.B. PROD. TANKON#3 | <100
" H18941-4  WITSEND 1.8. SEP. ON #3 228
H18941-5 OLYMPIC T.B PROD. TANKON #1 | <100
“Hi89416 OLYMPIC T.B. SEP.ON# ) <100]
"Hi8941-7  JIMTHORPE#1SEP. ' 1- 544
H18941-8 SEOUL #88 <100
H18941-8  LAKE PLACID#1 , <100
H18941-10  MARATHON#{SEP. =~ 1,890
S 4.
e e e e e s RS [ R l
e - o oe w e s «.-—.----»: - _......._.._--‘— s e ene e ...1... . . -
Quality Control ) R - 11
True Value ac e L300
"% Recovery o - ' . 10_5_
Relative Percent Difference | 0.6

METHODS. EPA 418 1
Not accredited for TPH 418.1 Reported on wet weight.

ﬂ / X éyvk_ 1 /oo /@

Ehemns Date

H18941 8 1 DUGAN

PLEASE NOTE' Liabliity and Oamages, Cardinal's taslity ang cllent’s exclustve remedy foc any claim orlging, wirathet baged i« coniract of tarl. =hal, ba limuad ta the amount pad by cliont loy analysss
Al clnime, Inchrding thoes 101 naphigencn and any athet cauze whal=onver shall he 4eomes watvad unlete madn In wiillng and secelvad by Cardinal within thiny (30) days rlier completion of the applicable
2rvite In no ovent ahafl Cardingl T liabie for Irkienta® of tonteguentiat damngas, Inchading, without invitaton, bustens Inteuplions, foas of use, or toas af profil ncurres by chiany, iz subsidinriee,
affliates o 8UCCREAOM, ariting oiet O of relatao to the pardarmance nf senices hersundor by Cmnml mpardiags of whethor such Aaim le based upon 0y of the shove £lalad rnsons of cthawite | nm..‘
solatn nnly to the samples denlifind abeva, This répon shall not be repreduce axcop! i1 ful with wrilier approval of Cardina! Loboratorlge
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PHONE (575) 363-21426 + 101 €, MARLAND = HOBBS, NM 88240

LABORATORIES

ANALYTICAL RESULTS FOR
DUGAN PRODUCTION CORP,
ATTN: FRED CORNISH
4100 PIEDRAS 8T,
FARMINGTON, NM 87401
FAXTO. (505) 325-4873

Receiving Date: 12/23/09

Reporting Date: 12/30/09

Project Number: NOT GIVEN

Project Name: EARTH PIT CLOSURE
Project Location: NOT GIVEN

Sampling Date: 12/18/09

Sample Type: SOIL

Sample Condition: COQL & INTACT @ 6°C
Sample Received By: CK

iAnalyzed By: ZL

ETHYL  TOTAL

LABNO.  SAMPLE ID BENZENE TOLUENE BENZENE XYLENES

(mg/kg)  (mgkg)  (mgkg)  (mglkg)
ANALYSIS DATE: L 12/29/09(  12/20/09] 12/29/109] 12726709
H18041-7 OLSON# T . <D.050]  <0.050| "<0.050) T<0.300
H18841-2 WITTY#1 <0.050  <0.050]  <0.050] <0.300
H18041-3 .~ WITS END 7.8. PROD. TANK ON#3 <0.050)  <0.050] <0.050] ~ <0.300
H18941-4  WITSEND T.B.SEP, ON#3 <0.050] ~ <0.050|  <0.050]  <0.300!
H188475  OLYMPIC T.B. PROD. TANK ON #i <0.050] <0.050]  <0.050]  <0.300
H18947-6 OLYMPIC T.B. SEP. ON#1 7 <0.050] <0.050( <0.050]  <0.300
H18941-7 jiM THORPE #1 SEP. <0.050[ " <0.050]  <0,050]  <0.300
H18841-8  SEOUL #88 - _<0.050] —<0.050] _ <0.050]  <0.300
H18341-9  LAKE PLACID #1 _ <0.050]  <0.050{ <0.050| <0.300
H18941-10 MARATHON#1SEP. ~ ~ "~ ') " 0101] "<0.050]  <0.650| " <0.300,
Quality Control ™~ 70048 0.046] 0048 0.146
True Vaive QC S 0.050 0.050] " 0.050 0.150
% Recovery ‘ _ 96.0| 920] %0 973
Relative Percent Difference I 88 57/ 22 TT79A

METHODS: BTEX - SW-846 80218,

TEXAS NELAP ACCREDITATION T104704398-08-TX FOR BENZENE, TOLUENE, ETHYL BENZENE,
AND TOTAL XYLENES. Reported on we! weight.

N

Chemist O

/
/4 T

Date

H18941 BTEX DUGAN

or
PLEASE NOTE: Liability and Damagnx  Cardinal's labilly and chent's sxclugive rameny tof eny 01Bim arlzing, winthor basad In conlraet or tor, 8hall & mited to the amount paid by client for mnalypas
All pfa'ms, INCting thoss for Neitence Hns any cthm caurs whatpoever shall be doormad walved uniees maade in witing nnd rncrlvar ny Cardinnt within thirty {30} day= afing complotion of the applicable
tervice In ng zvral «hall Cardinal ba fledia for inclgantal o conscquontial damages, ineiuding, vathaut Bmitation, Suainaas inlesruptions, %3 0f Lo, of toans of proms mcurred by chient, ki~ subakiiaies,
affiitatac of coccarenre ardalng 012 of ¢r rolatod o thn pardrmance of services harsundar by Cardinal, renardiass of whether surh clatm e ba-as ueon ary of he aseva-lntnd (RaTONS OF olherwise Ramsits
relate 2n'y 10 the camplen Mantlfind ahove Tius report shall nd! be ropraducnn arcagt In ful with whttnr approval of Carding L aboratorla-
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PHONE (575) 393-2326 * 1071 E. MARLAND » HOBBS, NM 88240

ANALYTICAL RESULTS FOR
DUGAN PRODUCTION
ATTN: FRED CORNISH
4100 PIEDRAS STREET
FARMINGTON, NM 87401
FAX TO. (505) 325-4873

Receiving Date: 12/23/09

Reporting Date: 12/30/09

Project Number: NOT GIVEN 9
Project Name: EARTH PIT CLOSURE

Project Location: NOT GIVEN

2

Analysis Date: 12/29/09

Sampling Date: 12/18/09

Sample Type: SOIL

Sample Condition: COOL & INTACT @ 6°C
Sample Received By: CK

Analyzed By: HM

cr

LAB NUMBER _ SAMPLE ID (mg/k
_ H18941-1 OLsSON#1 1,960
H189412 WITTY #1 320
| H18941-3° 7 WITS END T.B. PROD.TANK ON #3 384
H18941-4 .. WITSENDTBSEPON#3 | 1,040
H18941-5 OLYMPIC T.B. PROD TANK ON #1 2,360
TH18941-6 OLYMPIC T.B. SEP, ON #1 i 928
H18941-7 JiM THORPE #1 SEP. - 4 480
_ H18941-8 SEOUL #88 B T 368
H18941-9 LAKE PLACID #1 192
_H18941-10 MARATHON #1 8EP. ™ 3 848
Quality Control 500
TruevValee@QC 500
_ % Recovery S T 00!
__Relafive Percent Difference e L <0.1
METHOD: Standard Methods 4500-C1B]

Note: Analyses performed on 1:4 w'v aqueous extracts, Not accredited for Chioride.

jon

Chemi?D

H18941 Dugan

[L.gé,/&7

Date

PLEASZ MOTE" Liabitity and Damages. Cardinal’s fadility 8na Client 8 axcusive mmgcy o any clnim arling, whaths D850 In contract or tord, ~halt ha tmited to the amount paio by cliont tar aralyron
All clalms, Inchiding thosr for riagliganca and any other caues whaledaver ehell be ceemst walvod uninas mnda In wrling ang racetvaa by Cardinal witnin thirty (30) diys sfier complation of the applicable
sarvice In no ovenl shail Cardinal be liable for Inclzental or conzoguential dnmaoes, Inclucing, without imitation, busmese Intorpuptions, 1688 01 use. o lean of proflis Incurrad by chaat its subsichsrlas
8Tillales or succesacrs arising oul of or relaled (e e performance of services horoundar by Cardinal, ragsriflaae of whather guch clalm 1n baaad URON anv of *he aAbove-atnlnd rnamans oy Atharwes  Rescls
falala only 10 the =amples ilanified gbove Thic repon shall nod e tepraducsd exw ept in futt with wittan aoproval of Carding) LALOra’oMee -
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NOTES:

1) Ensure proper container packaging.

2) Ship samples promptly following collection.

3) Designate Sample Reject Dispasition
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3 = Soil/Sedimeix,
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pustrict |

1625 N French Dr, Hobbs, NM 88240 State of New Mexico

Form C-141

Dustrict 11 Energy Minerals and Natural Resources Revised October 10. 2003
1301 W Grand Avenue, Artesia, NM 88210 X c

Dustrict 11 i i vici Submit 2 Copies to appropriatc
1000 Rio Brazos Road, Aztec, NM 87410 Oil Conservation DW_'Slon District Office in accordance
District 1V 1220 South St. Francis Dr. with Rule 116 on back

1220 S St Francis Dr, Santa Fe, NM 87505 side of form

Santa Fe, NM 87505
Release Notification and Corrective Action

OPERATOR [7] Initial Report
Contact Kurt Fagrelius

Final Report

Name of Company Dugan Production Corp.

Address P.O. Box 420 Telephone No. 505-325-1821
Facility Name Seoul #88 Facility Type  Permanent Pit
[ Surface Owner Navajo Allotted | Mineral Owner Navajo Allotted | Lease No. NOO-C-14-20-7312 |
LOCATION OF RELEASE
Unit Letter | Section | Township | Range | Feet from the | North/South Line | Feet from the | East/West Line | County
A 9 23N 10W 330 North 330 East San Juan

Latitude 36 .24764 N Longitude 107.89321 W
NATURE OF RELEASE

Type of Release  Reporting Pit Sampling

Volume of Release Unknown

Volume Recovered Unknown

Source of Release Below grade permanent pit release

Date and Hour of Occurrence  ?

Date and Hour of Discovery Unknown

Was Immediate Notice Given?
O Yes [ No Not Required

IfYES, To Whom?
N / A

Date and Hour
If YES, Volume Impacting the Watcrcourse.

By Whom?
Was a Watercourse Reached?

O Yes X No

If a Watercourse was Impacted, Describe Fully . *

N/A

Describe Cause of Problem and Remedial Action Taken *

During permanent pit closure a chloride impact was discovered. A five-point composite sample
tested 368-mg/kg chlorides which exceeds the threshold limits as per subsection B of
19.15.17.13(B) (1) (b) . See attached sample results.

Describe Area Affected and Cleanup Action Taken*Contamination was addressed under the "spill rule", 19.15.30.

10.0-cubic yards of contaminated soil was hauled from site of release to Envirotech Landfarm.
C-144 ranking=10. The chloride release does not pose a threat to contamination of groundwater.
See attachment to "Final C-141" and invoice #22521.

I hereby certity that the information given above 1s true and complete to the best o my knowledge and understand that pursuant to NMOCD rules and

“regulations all operators are required to report and/or file certain release notitications 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 hability
should their operations have failed to adequately investigate and remediate contamination that pose a threat to ground water. surface water. human health
or the environment. In addition, NMOCD acceptancc 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. ﬂ/’//liz//é-/\f%“/.\

Printed Name; Kurt Fagrelius

Approved by District Supervisor:

Title: VP Exploration

Approval Date:

Expiration Date-

E-mail Address. kfagrelius@duganproduction.com

Date: September 7, 2010 Phone: 505-325-1821

Conditions of Approval:

Attached [

* Attach Additional Sheets [f Necessary



Envirotech

5796 US Hwy 64
Farmington, NM 87401
Phone. 505-632-0615
Fax: 505-632-1865

To:
Dugan Production Corp Invoice
PO Box 420

Farmington, NM 87401

Invoice Number.

Job
DATE

g i
jenvnotech

22521

06094-0043
January 2,2009

Seoul #88- accept exempt contaminated soil
and oil from production stream.

Ordered by Fred Cornish

Project Manager

Employee Staff Type Description Units
12/19/2008
Landfarm
BOL# 32235 100 ea
Paint Filter Test
BOL# 32235 100 ea
Chloride Analysis-Water
BOL# 32235 10.00 cy
Contaminated Soll Recerval
Landfarm Total: 12.00
12/19/2008 Total: 12.00

invoice Sub-total

Sales Tax

Amount due this Invoice

April Pohl
Rate Total
10 00 10.00
15.00 15.00
18.00 180.00
205.00
205.00
205.00
1268

$217.68

All invoices are due upon receipt A late charge of 1.5% will be added to any unpaid balance after 30 days
This may not be the fina! bill - if charges are received after this invoice has been mailed, you will receive a separate invoice for

those costs

Page 1 of 1



Permanent pit: Seoul #88
APl number: 30-045-26630

Results of sample analysis on the five-point composite sample collected on the subject
permanent pit exceeded limits permissible under the “pit rule” (19.15.17.13.C) (see attached
C-141 with analytic results).

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

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

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

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

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

o

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

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

Kurt Fagrelius

VP - Exploration. Dugan Production Corp.

Farmington. New Mexico 87401

505-325-1821 (0). 505-320-8248 (C)

kfagrelius@duganproduction.com -



Attachment To Final C-141

e

Lease Name: Seoul #88 ' B
API No.: 30-045-26630
Depth to | Ranking| Distance to Surface | Ranking| 'Wellhead Protection Area | Ranking Score| Total Ranking
Groundwater | Score Water Body Score | Distance from Water Source |Yes =20, No=0 Score
<50-feet 20 |<200-feet 20 |<1000-feet from water source 0
50 - 99 10 200 - 1000 10 [<200-feet domestic water 0
>100-feet 0 >1000-feet 0 10
Total Ranking Score Sample
| >19 10 - 19 0-9 Analysis
Benzene (mg/kg) 10 10 10 <0.050
BTEX (mg/kg) 50 50 50 <0.300
TPH (mg/kg) 100 1000 5000 <100
Chorides (mg/kg) N.A. N.A. N.A. o =
|

Note: Analytical methods used for Benzene SW-846, BTEX SW-846, TPH 418.1 and Chlorides 4500-C1-B.

|

|

|

|

Depth to groundwater is greater than 100-ft, the distance to surface water is between 200 and 1000-ft, it is greater

than 1000-ft from water source and greater than 200-ft from private source of domestic water.

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




Dugan Production
Pierre #1
Seperator & Tank Pit N

Reference Point: Well head

N\

g1

From Reference Point Go .30’ degrees SE. For
a Distance of 91' to Center of Pit.
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