Mr, Bill Dougherty

Field Supervisor

NADEL & GUSSMAN PERMIAN, LLC
2408 Freeman Avenue

Artesia, New Mexico 88210

February 12, 2016

Mr. Mike Bratcher

NEW MEXICO OIL CONSERVATION DIVISION
District 2

811 South First Street

Artesia, New Mexico 88210

Ms. Amber Groves

NEW MEXICO STATE LAND OFFICE
Hobbs District

2827 N, Dal Paso Street

Suite No. 117

Hobbs, New Mexico 88240

Re: Loving 2 State No. 5 Corrective Action Plan/ Final Remediation Report
UL K 2-23S-28E 1865’ FSL 1980' FWL, Eddy County, New Mexico
API No. 30-015-37111

Dear Mr. Bratcher and Ms. Groves:

Nadel & Gussman Permian, LLC (NGP) herewith submits its Corrective Action Plan (CAP) and
Final Remediation Report (FRR) as a single document for the act of malicious vandalism of the
three tanks contained in the Loving 2 State No. 5 battery, identified as one fiberglass water tank
and two steel oil tanks. The water tank load line valve was opened and the produced water
allowed to run out of the tank. The two steel oil tanks were found with their aluminum seals twisted
off and the tank load line valves opened allowing for the oil to free flow out of the tanks. These acts
of malicious vandalism resulted in the unauthorized discharge of approximately 188 barrels of
hydrocarbon and produced water, which flowed onto but was contained by the Loving 2 State No. 5
drilling pad and its associated berm configuration.

At no time during either the delineation, investigation period or the actual onsite remediation
excavation using heavy equipment was there any evidence found to verify an offsite discharge
contamination had occurred. Likewise, no penetration into the base of berms with sufficiency
enough for concern had occurred. Consequently, no Environmental Protection Agency (EPA)
reportable requirements were triggered and therefore, NGP's Spill Control and Countermeasure
Plan (SPCC) for this site was not activated.

Nonetheless, this malicious vandalism placed NGP in a critical, field response, management
configuration due to the immediate proximity of the Pecos River to the Loving 2 State No. 5
location. The Pecos River runs in a southerly direction along the west side of the location at



approximately 1,000 feet down gradient and westerly from the drilling pad surface.

Additionally, these acts of malicious vandalism were also evidenced and verified by the fact that
the aluminum seals locking the valves on the two oil tanks had been twisted off rather than cut off,
as the professional truckers would do when picking up the oil from these tanks. These malicious
actions summarily provided an unrestricted, open line on each tank, leaving them to free flow either
oil or produced water until the tanks emptied or continued to empty (depending upon the well cycle)
and were later discovered by NGP's pumper on December 8, 2015 around 1430 in the afternoon,
Therefore an urgent situation was mandated and addressed, regardless of the fact that ultimately,
the discharged fluids never left the location, NGP now presently had a standing pool of oil which
needed to be immediately removed to prevent an offsite release from occurring. Jason Hammond,
Pumper Supervisor for NGP, immediately called for three vacuum trucks to begin sucking up the
discharged hydrocarbon and produced water contaminants.  Mr. Bill Dougherty, Field
Superintendent arrived on location and began the effort to obtain proper, heavy equipment
necessary to continue and effectively engage in the first response activities and target future
remediation efforts. Ultimately, 130 barrels of fluid were recovered and reprocessed to salvage the
oil.

The Eddy County Sheriffs Office was notified immediately by Mr. Dougherty, following NGP's
response to their emergent situation, that the discharge was secured and prevented from leaving
the Loving 2 State No. 5 location, which otherwise would have terminated as a down gradient flow
into the Pecos River. Upon arrival, the Eddy County Sheriff's officer was shown around the site
and the vandalism area at the tank battery, along with earlier photos of the discharged oil. The
Sheriff's report is included in this transmittal for your review. (see “Eddy County Sheriff's Incident
Report’, Exhibit C) To date, there is no further information on the crime.

Following this, the contaminated soils were excavated to average depths, ranging from
approximately 2'-3', predicated on horizontal and vertical delineation contaminant values mandated
for NMOCD compliance. The contaminated material was temporarily stockpiled on location atop a
plastic base. A total of 778 yards were excavated and hauled to Lea Land Disposal.

A series of four sampling events (see “Sample Analyticals”, Exhibit A) were taken during the
excavation operations to determine when regulatory compliance had been achieved. Once the
location was compliant, NMOCD released the site, authorizing the backfilling of 612 yards for
reconstruction of the impacted pad and berm areas. Also included are photos showing the initial
footprint discharge, a sampling map and final reclamation. (see “Photos”, Exhibit B)

The “Oil Spill History Report” will be updated in NGP's SPCC Plan by their SPCC consultant for
future reference. Should you have questions, please contact our office at your earliest
convenience.

Sincerely,

Bill Dougherty
Field Superintendent



Enclosed: Sample Analyticals, Photos, Eddy County Sheriff's Report
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Oil Conservation Division accordance with 19.15.29 NMAC.

1220 South St. Francis Dr.
Santa Fe. NM 87505

Release Notification and Corrective Action

OPERATOR

Contact: Bill Dougherty
Telephone No.325-998-7107
Facility Type: Oil Well

[] Initial Report [ Final Report

Name of Company: Nadel and Gussman Permian, LLC
Address: 601 N. Marienfeld, Suite 508, Midland, TX 79707
Facility Name: Loving 2 State #5

Surface Owner State of NM | Mineral Owner | APINo. 30-015-37111

LOCATION OF RELEASE
Unit Letter | Section | Township | Range | Feet fromthe | North/South Line | Feet from the | East/West Line | County
K 2 238 28 E 1865 SOUTH 1980 WLEST EDDY
Latitude Longitude
NATURE OF RELEASE

Type of Release Oil and Water

Volume of Release 188 BBLS

Volume Recovered 130 BBLS

Source of Release
Load lines were opened

Date and Hour of Occurrence
12/8/2015 Early morning hours

Date and Hour of Discovery

12/8/2015 2:15 PM MST

Was Immediate Notice Given?

IFYES. To Whom??

B4 Yes [ No [ NotRequired | Mike Bratcher of the NMOCD

Date and Hour 12/8/2015 2:30 PM MST
If YES. Volume Impacting the Walercourse.

By Whom? Cheryl Winkler
Was a Watercourse Reached?

[0 Yes B4 No

Il'a Watercourse was Impacted, Deseribe Fully. *

Describe Cause of Problem and Remedial Action Taken.*

In an act of vandalism. the load lines on the water and oil tanks were opened.
A Double R vacuum truck arrived on location at approx. 5:00 PM MST on 12/8/2015.

Describe Area AfTeeted and Cleanup Action Taken. *

Approximately, half of the pad area was affected by this act of malicious vandalism. The initial action was ta secure the discharged fluids from going off
site. Vacuum trucks were called in to begin sucking up the oil. Later excavation of the contaminated soils began. ultimately hauling 787 yards out and 612
yards back onto location, Four sampling events occurred. three of which necessitated further excavation to obtain NMOCD compliance. The Eddy County
SherifT"s Office was notified of the malicious vandalism and an officer came to the site 1o obtain a report.

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 relicve 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: M @
—

¢ ) Approved by Environmental Specialist:
Printed Name: Bill Dougherty

Title: NM Field Superintendent Approval Date: Expiration Dale:

E-mail Address:spresley@@bcoperating.com Conditions of Approval:

Attached [

Date: 2/15/2016 Phone: 432-682-4429

* Attach Additional Sheets If Necessary



EXHIBIT A

SAMPLE ANALYTICALS



Report Date: December 15, 2015

Work Order: 15121025

Page Number: 1 of 3

Summary Report

Bill Dougherty

Nadel & Gussman Permian LLC Report Date: December 15, 2015
601 N. Marienfeld
Suite 508 Work Order: 15121025
Midland, TX 79701 A A A
Project Name: Vandalism Discharge (Initial)
Project Number: Loving 2 State No.5
Date Time Date
Sample Description Matrix Taken Taken Received
409925 South Area 6” soil 2015-12-09 09:00 2015-12-10
409926 North Area 6” soil 2015-12-09 09:10 2015-12-10
409927 East Area 6” soil 2015-12-09 09:15 2015-12-10
409928 West Area 6” soil 2015-12-09 09:20 2015-12-10
409929 Middle Pond Area 6” soil 2015-12-09 09:25 2015-12-10
409930 Last Pond Area 6” soil 2015-12-09 09:30 2015-12-10
409931 Pump Jack Area 6” soil 2015-12-09 10:05 2015-12-10
409932 Upper Tank Battery 6” soil 2015-12-09 10:20 2015-12-10
409933 Berm Area Outside Pad soil 2015-12-09 11:20 2015-12-10
409934 Background Caliche Pit soil 2015-12-09 11:00 2015-12-10
BTEX TPH DRO TPH GRO
Benzene Toluene Ethylbenzene Xylene DRO GRO
Sample - Field Code (mg/Ke) (mg/Kg) (mg/Kg) (mg/Kg) (mg/Kg) (mg/Ke)
409925 - South Area 6” 2.12 14.1 6.26 34.5 2480 s 1200
409926 - North Area 6” 57.6 800 306 1140 48000 & 35700 se
409927 - East Area 6” 34.0 517 179 588 20400 & 19100 se
409928 - West Area 6” 31.3 449 154 621 20600 & 18800 se
409929 - Middle Pond Area 6” 22.7 324 105 441 13100 = 23000
409930 - Last Pond Area 6” 26.4 322 109 454 13000 & 20900
409931 - Pump Jack Area 6” 29.9 388 133 446 30100 & 11700
409932 - Upper Tank Battery 6” 25.6 286 86.0 322 7480 B 9740 se
409933 - Berm Area Outside Pad <0.0200 <0.0200 <0.0200 <0.0200 <50.0 B <4.00
409934 - Background Caliche Pit <0.0200 <0.0200 <0.0200 <0.0200 <50.0 B <4.00
Sample: 409925 - South Area 6”
continued . . .

TraceAnalysis, Inc. e

6701 Aberdeen Ave., Suite 9 e

This is only a summary. Please, refer to the complete report package for quality control data.

Lubbock, TX 79424-1515 e (806) 794-1296




Report Date: December 15, 2015

Work Order: 15121025

Page Number: 2 of 3

sample 409925 continued . . .

Param Flag Result Units RL
Param Flag Result Units RL
Chloride 26900 mg/Kg 50
Sample: 409926 - North Area 6”

Param Flag Result Units RL
Chloride 6890 mg/Kg 50
Sample: 409927 - East Area 6”

Param Flag Result Units RL
Chloride 11900 mg/Kg 50
Sample: 409928 - West Area 6”

Param Flag Result Units RL
Chloride 13100 mg/Kg 50
Sample: 409929 - Middle Pond Area 6”

Param Flag Result Units RL
Chloride 12700 mg/Kg 50
Sample: 409930 - Last Pond Area 6”

Param Flag Result Units RL
Chloride 15300 mg/Kg 50
Sample: 409931 - Pump Jack Area 6”

Param Flag Result Units RL
Chloride 5840 mg/Kg 50
Sample: 409932 - Upper Tank Battery 6”

TraceAnalysis, Inc. e

6701 Aberdeen Ave., Suite 9 e

Lubbock, TX 79424-1515 e (806) 794-1296

This is only a summary. Please, refer to the complete report package for quality control data.



Report Date: December 15, 2015

Work Order: 15121025

Page Number: 3 of 3

Param Flag Result Units RL
Chloride 15700 mg/Kg 50
Sample: 409933 - Berm Area Outside Pad

Param Flag Result Units RL
Chloride <250 mg/Kg 50
Sample: 409934 - Background Caliche Pit

Param Flag Result Units RL
Chloride <250 mg/Kg 50

TraceAnalysis, Inc. e 6701 Aberdeen Ave., Suite 9 o
This is only a summary. Please, refer to the complete report package for quality control data.

Lubbock, TX 79424-1515 e (806) 794-1296



Report Date: January 4, 2016

Work Order: 15121814

Page Number: 1 of 3

Bill Dougherty
Nadel & Gussman Permian LLC
601 N. Marienfeld

Summary Report

Report Date:

January 4, 2016

Suite 508 Work Order: 15121814
Midland, TX 79701 AL T
Project Name: Vandalism Discharge (Final)
Project Number: Loving 2 State No 5
Date Time Date
Sample Description Matrix Taken Taken Received
410693 South Area 177 soil 2015-12-18 08:00 2015-12-18
410694 North Area 177 soil 2015-12-18 08:10 2015-12-18
410695 East Area 17”7 soil 2015-12-18 08:16 2015-12-18
410696 West Area 177 soil 2015-12-18 08:21 2015-12-18
410697 Middle Pond Area 207 soil 2015-12-18 08:35 2015-12-18
410698 Last Pond Area 20” soil 2015-12-18 08:47 2015-12-18
410699 Pump Jack Area 177 soil 2015-12-18 08:56 2015-12-18
410700 Upper Tank Battery 20” soil 2015-12-18 09:11 2015-12-18
410701 Berm Area Outside Pad soil 2015-12-18 09:20 2015-12-18
410702 Background Caliche Pit soil 2015-12-18 10:00 2015-12-18
BTEX TPH DRO TPH GRO
Benzene Toluene Ethylbenzene Xylene DRO GRO
Sample - Field Code (mg/Kg) (mg/Kg) (mg/Kg) (mg/Kg) (mg/Kg) (mg/Kg)
410693 - South Area 17” <0.0200 <0.0200 <0.0200 <0.0200 <50.0 <4.00
410694 - North Area 177 <0.0200 <0.0200 <0.0200 <0.0200 <50.0 <4.00
410695 - East Area 17” <0.0200 <0.0200 <0.0200 <0.0200 <50.0 <4.00
410696 - West Area 17” <0.0200 <0.0200 <0.0200 <0.0200 <50.0 <4.00
410697 - Middle Pond Area 20” <0.0200 <0.0200 <0.0200 <0.0200 <50.0 <4.00
410698 - Last Pond Area 20” <0.0200 <0.0200 <0.0200 <0.0200 <50.0 <4.00
410699 - Pump Jack Area 17” <0.0200 <0.0200 <0.0200 <0.0200 <50.0 <4.00
410700 - Upper Tank Battery 20” <0.0200 <0.0200 <0.0200 <0.0200 <50.0 <4.00
410701 - Berm Area Outside Pad <0.0200 <0.0200 <0.0200 <0.0200 <50.0 <4.00
410702 - Background Caliche Pit <0.0200 <0.0200 <0.0200 <0.0200 <50.0 <4.00 qs
Sample: 410693 - South Area 17”
continued . . .

TraceAnalysis, Inc. e 6701 Aberdeen Ave., Suite 9 o

Lubbock, TX 79424-1515 e (806) 794-1296

This is only a summary. Please, refer to the complete report package for quality control data.




Report Date: January 4, 2016 Work Order: 15121814 Page Number: 2 of 3
sample 410693 continued . . .

Param Flag Result Units RL
Param Flag Result Units RL
Chloride iirdré mg/Kg 50
Sample: 410694 - North Area 17”

Param Flag Result Units RL
Chloride <250 mg/Kg 50
Sample: 410695 - East Area 17”

Param Flag Result Units RL
Chloride <250 mg/Kg 50
Sample: 410696 - West Area 17”

Param Flag Result Units RL
Chloride 680 mg/Kg 50
Sample: 410697 - Middle Pond Area 20”

Param Flag Result Units RL
Chloride 680 mg/Kg 50
Sample: 410698 - Last Pond Area 20”

Param Flag Result Units RL
Chloride 1940 mg/Kg 50
Sample: 410699 - Pump Jack Area 17”7

Param Flag Result Units RL
Chloride 1160 mg/Kg 50
Sample: 410700 - Upper Tank Battery 20”

TraceAnalysis, Inc. e

6701 Aberdeen Ave., Suite 9 e

Lubbock, TX 79424-1515 e (806) 794-1296

This is only a summary. Please, refer to the complete report package for quality control data.



Report Date: January 4, 2016 Work Order: 15121814 Page Number: 3 of 3
Param Flag Result Units RL
Chloride 388 mg/Kg 50
Sample: 410701 - Berm Area Outside Pad

Param Flag Result Units RL
Chloride 971 mg/Kg 50
Sample: 410702 - Background Caliche Pit

Param Flag Result Units RL
Chloride <250 mg/Kg 50

TraceAnalysis, Inc. e 6701 Aberdeen Ave., Suite 9 o
This is only a summary. Please, refer to the complete report package for quality control data.

Lubbock, TX 79424-1515 e (806) 794-1296



Report Date: January 15, 2016

Work Order: 16011413

Page Number: 1 of 2

Summary Report

Bill Dougherty

Nadel & Gussman Permian LLC
601 N. Marienfeld

Suite 508

Midland, TX 79701

Project Name: Loving State 5
Project Number: Vandalism Discharge Final (2)

Report Date:

Work Order: 16011413

January 15, 2016

Date Time Date
Sample Description Matrix Taken Taken Received
411698 S Area 227 soil 2016-01-13 12:00 2016-01-14
411699 W Area 24” soil 2016-01-13 12:10 2016-01-14
411700 Middle Area 30”7 soil 2016-01-13 12:20 2016-01-14
411701 Last Pond Area 30” soil 2016-01-13 12:45 2016-01-14
411702 Pump Jack Area 29” soil 2016-01-13 13:00 2016-01-14
411703 Upper Tank Battery 24” soil 2016-01-13 13:11 2016-01-14
411704 Berm Outside Pad 317 soil 2016-01-13 13:20 2016-01-14
BTEX TPH DRO TPH GRO
Benzene Toluene Ethylbenzene Xylene DRO GRO
Sample - Field Code (mg/Ke) (mg/Ke) (mg/Ke) (mg/Ke) (mg/Ke) (mg/Keg)
411698 - S Area 22” <0.0200 <0.0200 <0.0200 <0.0200 125 <4.00 ar
411699 - W Area 24” <0.0200 <0.0200 <0.0200 <0.0200 167 <4.00 qr
411700 - Middle Area 30” <0.0200 <0.0200 <0.0200 <0.0200 <50.0 <4.00 ar
411701 - Last Pond Area 30” <0.0200 <0.0200 <0.0200 <0.0200 <50.0 <4.00 ar
411702 - Pump Jack Area 29” <0.0200 <0.0200 <0.0200 <0.0200 <50.0 <4.00 qr
411703 - Upper Tank Battery 24” <0.0200 <0.0200 <0.0200 <0.0200 <50.0 <4.00 ar
411704 - Berm Outside Pad 31” <0.0200 <0.0200 <0.0200 <0.0200 <50.0 <4.00 ar
Sample: 411698 - S Area 22”
Param Flag Result Units RL
Chloride 467 mg/Kg 50

Sample: 411699 - W Area 24”

TraceAnalysis, Inc. e 6701 Aberdeen Ave., Suite 9 o
This is only a summary. Please, refer to the complete report package for quality control data.

Lubbock, TX 79424-1515 e (806) 794-1296




Report Date: January 15, 2016

Work Order:

16011413

Page Number: 2 of 2

Param Flag Result Units RL
Chloride 467 mg/Kg 50
Sample: 411700 - Middle Area 30”

Param Flag Result Units RL
Chloride 280 mg/Kg 50
Sample: 411701 - Last Pond Area 30”

Param Flag Result Units RL
Chloride 561 mg/Kg 50
Sample: 411702 - Pump Jack Area 29”

Param Flag Result Units RL
Chloride 654 mg/Kg 50
Sample: 411703 - Upper Tank Battery 24”

Param Flag Result Units RL
Chloride 374 mg/Kg 50
Sample: 411704 - Berm Outside Pad 31”

Param Flag Result Units RL
Chloride 374 mg/Kg 50

TraceAnalysis, Inc. e

6701 Aberdeen Ave., Suite 9 e

Lubbock, TX 79424-1515 e (806) 794-1296
This is only a summary. Please, refer to the complete report package for quality control data.



Report Date: January 25, 2016 Work Order:

16012106

Page Number: 1 of 2

Summary Report

Bill Dougherty
Nadel & Gussman Permian LLC
601 N. Marienfeld

Report Date:

January 25, 2016

Suite 508 Work Order: 16012106
Midland, TX 79701 AR AR
Project Name: Loving State 5
Project Number: Vandalism Remediation Final (3)
Date Time Date
Sample Description Matrix Taken Taken Received
412283 Pump Jack Area 35" soil 2016-01-20 13:16 2016-01-21
412284 Last Pond Area 35”7 soil 2016-01-20 13:10 2016-01-21
412285 West Area 30” soil 2016-01-20 13:04 2016-01-21
412286 South Area 30” soil 2016-01-20 13:00 2016-01-21
412287 Background 30” soil 2016-01-20 13:37 2016-01-21
BTEX TPH DRO TPH GRO
Benzene Toluene Ethylbenzene Xylene DRO GRO
Sample - Field Code (mg/Keg) (mg/Keg) (mg/Kg) (mg/Keg) (mg/Keg) (mg/Keg)
412283 - Pump Jack Area 35” <0.0200 <0.0200 <0.0200 <0.0200 <50.0 <4.00
412284 - Last Pond Area 35” <0.0200 <0.0200 <0.0200 <0.0200 <50.0 <4.00
412285 - West Area 30” <0.0200 <0.0200 <0.0200 <0.0200 <50.0 <4.00
412286 - South Area 30” <0.0200 <0.0200 <0.0200 <0.0200 <50.0 <4.00
412287 - Background 30” <0.0200 as <0.0200 <0.0200 <0.0200 <50.0 <4.00
Sample: 412283 - Pump Jack Area 35”
Param Flag Result Units RL
Chloride 294 mg/Kg 50
Sample: 412284 - Last Pond Area 35”
Param Flag Result Units RL
Chloride 294 mg/Kg 50

TraceAnalysis, Inc. e 6701 Aberdeen Ave., Suite 9 e Lubbock, TX 79424-1515 e (806) 794-1296
This is only a summary. Please, refer to the complete report package for quality control data.




Report Date: January 25, 2016 Work Order: 16012106 Page Number: 2 of 2
Sample: 412285 - West Area 30”

Param Flag Result Units RL
Chloride 392 mg/Kg 50
Sample: 412286 - South Area 30”

Param Flag Result Units RL
Chloride <250 mg/Kg 50
Sample: 412287 - Background 30”

Param Flag Result Units RL
Chloride 392 mg/Kg 50

TraceAnalysis, Inc. e 6701 Aberdeen Ave., Suite 9 o
This is only a summary. Please, refer to the complete report package for quality control data.

Lubbock, TX 79424-1515 e (806) 794-1296



EXHIBIT B

PHOTOS



INITIAL PHOTOS

*PREVIOUSLY SUBMITTED TO NMOCD*



FINAL PHOTOS



B

?-.IIJ Fla
"'."I-
.-p..
i







EXHIBIT C

EDDY COUNTY SHERIFF’S INCIDENT
REPORT
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LOCATION OF QCCURRENCE
US Refinery Rd Carlsbad, NM 88220 (Loving 2 State 5)

Case Inactive.

On 12/9/2015 at 1424 hours, 1, Deputy Josh Rodriguez of the Eddy County Sheriffs Office was dispatched to US Refinery Rd in the
County of Eddy and State of New Mexico in reference to an information report,

Upon arrival | made contact with the reporting person identified as Bill Dougherty. 1 asked Bill if he could provide me with a statement
from the reported incident. Bill stated an unknown subject went out to one of his job locations off of US Refinery Rd (Lease # Loving 2
State 5) and released a large amount of oil from the tank batteries. Bill stated his pumper checked on the location at around 1400 on
December 7th and did not notice any oil spill. Bill stated when his pumper went out to location on the 8th of December he noticed about
140 barrels spilled out on location. Bill stated it had to be someone who knew what they were doing due to all the valves on the tanks to be
pried open. [ asked Bill if he knew of any suspects who could have opened the valves on the tank, Bill stated no not at this time. Bill stated
he just needed a report on file just in case this incident occurred again. Bill took several pictures of the oil spill on location that he stated he
would email to me at a different time. | will attach the photos to the report as soon as i get the email of the photos. [ advised Bill if he got
any other leads to this case to contact the Eddy County Sheriffs Office for a supplemental report. There was no evidence lefl behind by the
suspect in the area of the scene, This ended my contact with Bill. End of Report.
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