Grand Banks Energy Company-Remediation Project
ARU#16 API# 30-025-00368
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Background:

On September 27, 2012 a produced water release occurred due a
corroded steel nipple on the ARU #16 injection well. The quantity of
release was reported at 700 barrels.

The site is located approximately six miles NN-East of Maljamar, NM
and is situated on the Llano Estacado Caprock area on NM State
Land Office (SLO) Trust lands. Map attached.

The release did not impact a watercourse and the groundwater depth
is estimated to be greater than 225 feet in the Ogallala formation of
the Lea County Water Basin.

Preliminary Site Investigation:

A preliminary investigation using field test kits have identified the
horizontal footprint and is attached hereto for reference. It appears
and is expected, that the majority of the salts and hydrocarbons is
contained in the top two feet of the horizon.

The total vertical extent of the contamination has not been completed
as of to date.

Scope of Work:

The SLO and Rancher have requested the salt to be removed
sufficiently in order to re-establish range grass for his cattle as soon
as possible.

Grand Banks plans on removing the majority of the salt and any
hydrocarbon contamination in the top horizon and dispose of at the
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Gandy-Marley OCD permitted Landfill.
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This material will be replaced with native clean topsoil purchased
from the Ranch, including organic amendments, reseeded with SLO
approved seed mix.

The local SLO representative has discouraged ripping of the
underlying caliche on such sites. Grand Banks will adhere to their
request in order to expedite re-vegetation.

The goal is to have a clean-up standard of 1000 ppm of chlorides in
the top root zone. Some inadvertent mixing may occur.

Once the contaminated topsoil has been removed, the vertical extent
of contamination will be documented using field test kits and Lab
confirmation samples using a track-hoe for delineation.

The vertical extent areas will be selected where the water may have
pooled, or there is visual evidence, or where the excavated
contamination area(s) exceed a limit of 2500 ppm of chlorides, or
volatile organics exceed 100 ppm using a PID meter. Sample
frequency will be every five feet, if required, with a maximum depth of
15 ft for the track-hole.

Delineation will be complete if the bottom hole samples reflect 600
ppm of chlorides or less, and PID hydrocarbon volatile organic
readings of less than100 ppm.

Bottom hole Lab Confirmation soil samples will be analyzed for
Chiorides, BTEX and TPH (8015-M) per OCD guidelines.

Reporting:

Once the surface restoration has been completed, a report will be
submitted to both OCD and SLO. The report will include, field test
results, logs, waste manifest, photos, laboratory confirmation samples
and any other pertinent information.

Safety Plan:

A tail-gate safety meeting will be held every day for any
personnel coming on site. The meeting will address any known
hazards as pointed out by anyone, especially truck traffic
control and hand signals. Any person working on site will have
to sign-in and be briefed of the hazardous.
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Grand;Banks Energy Company
Anderson Ranch - Saltwater Leak:- Affected Area

Area. Area Removal Area. Volume Volume.
Length ‘Width Depth Aﬁecied_- Affected Affg‘ct_ed
Sub-Area* Feet - Feet Inches Sqft CufFt CuYds
A | 0 | o 8 a000| 2667 99.
' 5 | 100 0 | 18 ‘ ’13,}500', ',20,-250 750
(T 65 40 | 18 | 2600 3,900 144
o | % | 3 | 1 B 900 1,350 | 50
E 170 20 .18 3,400 5,100 189 |
Total R | 2aa00]  33267] 1232 (

* Note: refer to map showing affected area
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‘Chloride Testing of Soils in Affected Area

Test Depth Chiorides:
Hole# Inchigs , ppm
1 4 o tstm

2 4 7,440

12 " 12,960

3 4 3,590

6 3,980

4 4 6,850

i2 3,980
5 4 st |

8 tstm

6 4 ' 8,750 |

12 8,070

7 : 11,080
12 9,470 |

8 4 11,990
9,470.

9 PR 6,300

6 4,390.

10 6 - tstm

12 tstm

Composite at surface ' 16,430
Composite 46 8.750

Wid-point

 petween 8 & 10 2 21,010
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