District I State of New Mexico

1625 N. French Dr., Hobbs, NM 88240 . Form C-141
District IT Energy Minerals and Natural Resources Revised October 10, 2003
1301 W. Grand Avenue, Artesia, NM 88210 Submit 2 Copies ¢ )

District I 1 1 Vi<l ubmit 2 Copies to appropriate
1000 Rio Brazos Road, Aztec, NM 87410 Oil Conservation DIYISK)D District Office in accordance
District IV 1220 South St. Francis Dr. with Rule 1.116 on fl?ack
1220 S. St. Francis Dr., Santa Fe, NM 87505 side of form

Santa Fe, NM 87505

Fom 015 oS oF - Release Notification and Corrective Action

OPERATOR [] Initial Report  [X] Final Report
Name of Company: Merit Energy Company Contact: Mike Self
Address: P.O. Box 69, Loco Hills N.M., 88255 Telephone No.: 505-677-2327
Facility Name: J.L. Keel B # 22 Facility Type: Flowline located to the south of well
| Surface Owner: BLM | Mineral Owner: BLM | Lease No.: 30-015-05082
NnevBocos 933537 LOCATION OF RELEASE
Unit Letter | Section | Township | Range | Feet fromthe | North/South Line | Feet fromthe | East/West Line | County
L 5 178 3IE 1980 South 660 West Eddy
Latitude Longitude
NATURE OF RELEASE
Type of Release: Produced Fluids Volume of Release: 10 bbls Volume Recovered: 0 bbls
Source of Release: Flowline Date and Hour of Occurrence: Date and Hour of Discovery:
11-16-05 10:00 11-16-05
‘Was Immediate Notice Given? If YES, To Whom?
X Yes [ No [ NotRequired | Jim Amos/BLM
By Whom? Mike Self Date and Hour: //-16-05 10:00
Was a Watercourse Reached? If YES, Volume Impacting the Watercourse.
] Yes No N/A

If a Watercourse was Impacted, Describe Fully.*

N/A

Describe Cause of Problem and Remedial Action Taken.*

3” poly flowline ruptured loosing approximately 10 bbls of produced fluids. The fluids were contained to the road with a spray affecting the side of a
sandhill.

Describe Area Affected and Cleanup Action Taken.*
The sandhill was treated with Micro-blaze and the road was dragged and blended. A composite sample was taken of the sandhill area; the results are as
Jfollows- TPH= 318, BTEX= ND, and chlorides= 1800.

I 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: M,Z /[,g/ TiM GUM
Printed Nam:: Mik;.;lj’ e O Approved by District Supervisor: by MB @
Title: Area Foreman Approval Date: 3 / Jo / e(, Expiration Date:
E-mail Address: m.selfl@meritenergy.com Conditions of Approval: Attached []
pue: 3/27/0C Phone: 505-677-2327

* Attach Additional Sheets If Necessary
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12600 West 1-20 East - Odessa. Teaas 79768

Analytical Report

Prepared for:

Jim Hollon
Terracon Consulting, Inc.
24 Smith Road, Ste. 261
Midland, TX 79705

Project: Keel A #22
Project Number: 94057472C

Location: Loco Hills

Lab Order Number: 6B23009

Report Date: 03/01/06



Terracon Consulting, Inc. Project: Keel A #22 Fax: (432) 684-9608
24 Smith Road, Ste. 261 Project Number: 94057472C Reported:
Midland TX, 79705 Project Manager: Jim Hollon 03/01/06 11:27

ANALYTICAL REPORT FOR SAMPLES

I Sample ID Laboratory ID Matrix Date Sampled Date Received ]
KA-22 6B23009-01 Soil 02/22/06 00:00 02/23/06 08:45
Page 1 of 8
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Terracon Consulting, Inc.

Project: Keel A #22 Fax: (432) 684-9608

24 Smith Road, Ste. 261 Project Number: 94057472C Reported:
Midland TX, 79705 Project Manager: Jim Hollon 03/01/06 11:27
Organics by GC
Environmental Lab of Texas
Reporting

Analyte Result Limit  Units Dilution  Batch Prepared Analyzed Method Notes
KA-22 (6B23009-01) Soil
Benzene ND 0.0250 mg/kgdry 25 EB62305 02/23/06 02/23/06 EPA 8021B
Toluene ND 0.0250 " " w " N "
Ethylbenzene ND 0.0250 " " " " " "
Xylene (p/m) ND 0.0250 " " " " " "
Xylene (o) ND 0.0250 “ " " " " "
Surrogate: a,a,a-Trifluorotoluene 84.0% 80-120 " " " -
Surrogate: 4-Bromofluorobenzene 99.8 % 80-120 " B " "
Carbon Ranges C6-C12 J [6.70] 10.0 mg/kg dry 1 EB62312  02/23/06 02/24/06 EPA 8015M J
Carbon Ranges C12-C28 236 10.0 " " " " N 0
Carbon Ranges C28-C35 81.9 10.0 " " " " " "
Total Hydrocarbon C6-C35 318 10.0 " " " " N "
Surrogate: 1-Chlorooctane 93.0% 70-130 " " ” "
Surrogate: 1-Chlorooctadecane 103 % 70-130 " " " »
Environmental Lab of Texas The results in this report apply to the samples analyzed in accordance with the samples

received in the laboratory. This analytical report must be reproduced in its entirety,

with written approval of Environmental Lab of Texas. Page 2 of 8
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Terracon Consulting, Inc. Project: Keel A #22 Fax: (432) 684-9608
24 Smith Road, Ste. 261 Project Number: 94057472C Reported:
Midland TX, 79705 Project Manager; Jim Hollon 03/01/06 11:27

General Chemistry Parameters by EPA / Standard Methods

Environmental Lab of Texas

Reporting
Analyte Resuit Limit  Units Dilution  Batch Prepared Analyzed Method Notes
KA-22 (6B23009-01) Soil
Chloride 1800 250 mgkg 50 EB62709  02/24/06 02/27/06 EPA 300.0
% Moisture 1.0 0.1 % 1 EB62402  02/23/06 02/24/06 % calculation
Environmental Lab of Texas The results in this report apply to the samples analyzed in accordance with the samples

received in the laboratory. This analytical report must be reproduced in its entirety,
with written approval of Environmental Lab of Texas.

Page 3 of 8
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Terracon Consulting, Inc. Project: Keel A #22 Fax: (432) 684-9608
24 Smith Road, Ste. 261 Project Number: 94057472C Reported:
Midland TX, 79705 Project Manager: Jim Hollon 03/01/06 11:27

Organics by GC - Quality Control

Environmental Lab of Texas

Reporting Spike Source %REC RPD
Analyte Result Limit Units Level Result %REC Limits RPD Limit Notes
Batch EB62305 - EPA 5030C (GC)
Blank (EB62305-BLK1) Prepared & Analyzed: 02/23/06
Benzene ND 0.0250 mg/kg wet
Toluene ND 0.0250 "
Ethylbenzene ND 0.0250 "
Xylene (p/m) ND 0.0250 "
Xylene (o) ND 0.0250 "
Surrogate: a,a,a-1rifluorotoluene 34.0 ug/kg 40.0 85.0 80-120
Surrogate: 4-Bromofluorobenzene 40.6 " 40.0 102 80-120
LCS (EB62305-BS1) Prepared & Analyzed: 02/23/06
Benzene 0.0428 0.00100 mg/kg wet 0.0500 856 80-120
Toluene 0.0484 0.00100 " 0.0500 96.8 80-120
Ethylbenzene 0.0565 0.00100 " 0.0500 113 80-120
Xylene (p/m) 0.119 0.00100 . 0.100 119 80-120
Xylene (o) 0.0589 0.00100 " 0.0500 118 80-120
Surrogate: a,a,a-Trifluorotoluene 354 ug/kg 40.0 88.5 80-120
Surrogate: 4-Bromofluorobenzene 47.2 " 40.0 118 80-120
Calibration Check (EB62305-CCV1) Prepared & Analyzed: 02/23/06
Benzene 412 ug/kg 50.0 824 80-120
Toluene 456 " 50.0 912 80-120
Ethylbenzene 524 " 50.0 105 80-120
Xylene (p/m) 109 " 100 109 80-120
Xylene (o) 549 " 500 110 80-120
Surrogate: a,a,a-Trifluorotoluene 339 " 40.0 84.8 80-120
Surrogate: 4-Bromofluorobenzene 43.0 ” 40.0 108 80-120
Matrix Spike (EB62305-MS1) Seurce: 6B23012-01 Prepared & Analyzed: 02/23/06
Benzene 113 0.0250 mg/kg dry 1.41 ND 80.1 80-120
Toluene 1.19 0.0250 " 1.41 ND 844 80-120
Ethylbenzene 1.49 0.0250 " 1.41 ND 106 80-120
Xylene (p/m) 3.01 0.0250 " 2.82 ND 107 80-120
Xylene (o) 1.51 0.0250 " 1.41 ND 107 80-120
Surrogate: a,a,a-Trifluorotoluene 34.2 ug/kg 40.0 855 80-120
Surrogate: 4-Bromofluorobenzene 454 " 40.0 114 80-120

Environmental Lab of Texas The results in this report apply to the samples analyzed in accordance with the samples

received in the laboratory. This analytical report must be reproduced in its entirety,
with written approval of Environmental Lab of Texas.

Page 4 of 8
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Terracon Consulting, Inc. _ Project: Keel A #22 Fax: (432) 684-9608
24 Smith Road, Ste. 261 Project Number: 94057472C Reported:
Midland TX, 79705 Project Manager: Jim Hollon 03/01/06 11:27

Organics by GC - Quality Control

Environmental Lab of Texas

Reporting Spike Source %REC RPD
Analyte Result Limit Units Level Result Y%REC Limits RPD Limit Notes
Batch EB62305 - EPA 5030C (GC)
Matrix Spike Dup (EB62305-MSD1) Source: 6B23012-01 Prepared & Analyzed: 02/23/06
Benzene 115 0.0250 mg/kg dry 141 ND 816 80-120 1.86 20
Toluene 1.30 0.0250 " 1.41 ND 922 80-120 8383 20
Ethylbenzene 1.52 0.0250 " 1.41 ND 108 80-120 1.87 20
Xylene (p/m) 318 0.0250 - 282 ND 113 80-120 545 20
Xylene (o) 1.62 0.0250 " 141 ND 115 80-120 7.21 20
Surrogate: a,a,a-Trifluorotoluene 33.0 ug’kg 40.0 82.5 80-120
Surrogate: 4-Bromofluorobenzene 41.7 " 40.0 104 80-120
Batch EB62312 - Solvent Extraction (GC)
Blank (EB62312-BLK1) Prepared & Analyzed: 02/23/06
Carbon Ranges C6-C12 ND 100 mg/kg wet
Carbon Ranges C12-C28 ND 10.0 "
Carbon Ranges C28-C35 ND 100 "
Total Hydrocarbon C6-C35 ND 10.0 "
Surrogate: 1-Chlorooctane 63.5 mgkg 50.0 127 70-130
Surrogate: 1-Chlorooctadecane 59.3 " 50.0 119 70-130
LCS (EB62312-BS1) Prepared & Analyzed: 02/23/06
Carbon Ranges C6-C12 456 10.0  mg/kg wet 500 912 75-125
Carbon Ranges C12-C28 409 10.0 " 500 818 75-125
Total Hydrocarbon C6-C35 865 10.0 " 1000 86.5 75-125
Surrogate: 1-Chlorooctane 58.9 mg/kg 50.0 118 70-130
Surrogate: 1-Chlorooctadecane 53.9 ” 50.0 108 70-130
Calibration Check (EB62312-CCV1) Prepared: 02/23/06 Analyzed: 02/24/06
Carbon Ranges C6-C12 222 mg/kg 250 88.8 80-120
Carbon Ranges C12-C28 236 " 250 9.4 80-120
Total Hydrocarbon C6-C35 458 " 500 916 80-120
Surrogate: 1-Chlorooctane 62.2 " 50.0 124 70-130
Surrogate: 1-Chlorooctadecane 62.9 " 50.0 126 70-130

Environmental Lab of Texas The results in this report apply to the samples analyzed in accordance with the samples

received in the laboratory. This analytical report must be reproduced in its entirety,
with written approval of Environmenial Lab of Texas.

Page 5 of 8

12600 West I-20 East - Odessa, Texas 79705 - (432) 563-1800 - Fax (432) 563-1713



Terracon Consulting, Inc.
24 Smith Road, Ste. 261

Project; Keel A #22
Project Number: 94057472C

Fax: (432) 684-9608

Reported:

Midland TX, 79705 Project Manager: Jim Hollon 03/01/06 11:27
Organics by GC - Quality Control
Environmental Lab of Texas
Reporting Spike Source %REC RPD
Analyte Result Limit Units Level Result %REC Limits RPD Limit Notes
Batch EB62312 - Solvent Extraction (GC)
Matrix Spike (EB62312-MS1) Source: 6B22013-01 Prepared: 02/23/06 Analyzed: 02/24/06
Carbon Ranges C6-C12 501 10.0  mg/kg dry 543 ND 923 75-125
Carbon Ranges C12-C28 502 100 " 543 357 859 75-125
Total Hydrocarbon C6-C35 1000 10.0 " 1090 71.3 85.2 75-125
Surrogate: 1-Chlorooctane 63.6 mg/kg 50.0 127 70-130
Surrogate: 1-Chlorooctadecane 578 ” 50.0 116 70-130
Matrix Spike Dup (EB62312-MSD1) Source: 6B22013-01 Prepared: 02/23/06 Analyzed: 02/24/06
Carbon Ranges C6-C12 506 100 mg/kg dry 543 ND 932 75-125 0.993 20
Carbon Ranges C12-C28 504 10.0 " 543 357 86.2 75-125 0.398 20
Total Hydrocarbon C6-C35 1010 10.0 " 1090 71.3 86.1 75-125 0.995 20
Surrogate: 1-Chlorooctane 64.2 mg/kg 50.0 128 70-130
Surrogate: 1-Chlorooctadecane 58.0 " 50.0 116 70-130

Environmental Lab of Texas

The results in this report apply to the samples analyzed in accordance with the samples
received in the laboratory. This analytical report must be reproduced in its entirety,
with written approval of Environmental Lab of Texas.

12600 West 1-20 East - Odessa, Texas 79705 - (432) 563-1800 - Fax (432) 563-1713
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Terracon Consulting, Inc.
24 Smith Road, Ste. 261

Project: Keel A #22
Project Number: 94057472C

Fax: (432) 684-9608

Reported:

Midland TX, 79705 Project Manager: Jim Hollon 03/01/06 11:27
General Chemistry Parameters by EPA / Standard Methods - Quality Control
Environmental Lab of Texas
Reporting Spike Source %REC RPD
Analyte Result Limit Units Level Result %REC Limits RPD Limit Notes
Batch EB62402 - General Preparation (Prep)
Blank (EB62402-BLK1) Prepared: 02/23/06 Analyzed: 02/24/06
% Solids 100 %
Duplicate (EB62402-DUP1) Source: 6B22012-01 Prepared: 02/23/06 Analyzed: 02/24/06
% Solids 98.0 % 982 0.204 20
Duplicate (EB62402-DUP2) Source: 6B23018-01 Prepared: 02/23/06 Analyzed: 02/24/06
% Solids 99.1 % 99.0 0.101 20
Batch EB62709 - Water Extraction
Blank (EB62709-BLK1) Prepared: 02/24/06 Analyzed: 02/27/06
Chloride ND 0.500 mg/kg
LCS (EB62709-BS1) Prepared: 02/24/06 Analyzed: 02/27/06
Chloride 9.43 0.500  mgkg 10.0 943 80-120
Calibration Check (EB62709-CCV1) Prepared: 02/24/06 Analyzed: 02/27/06
Chloride 877 mg/L 100 87.7 80-120
Duplicate (EB62709-DUP1) Source: 6B23012-01 Prepared: 02/24/06 Analyzed: 02/27/06
Chloride 347 100 mgkg 352 143 20

Environmental Lab of Texas

The results in this report apply to the samples analyzed in accordance with the samples
received in the laboratory. This analytical report must be reproduced in its entirety,

with written approval of Environmental Lab of Texas.

12600 West [-20 East - Odessa, Texas 79705 - (432) 563-1800 - Fax (432) 563-1713
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Terracon Consulting, Inc. Project: Keel A #22 Fax: (432) 684-9608
24 Smith Road, Ste. 261 Project Number: 94057472C Reported:
Midland TX, 79705 Project Manager: Jim Hollon 03/01/06 11:27

Notes and Definitions

J Detected but below the Reporting Limit; therefore, result is an estimated concentration (CLP J-Flag).
DET Analyte DETECTED

ND Analyte NOT DETECTED at or above the reporting limit

NR Not Reported

dry Sample results reported on a dry weight basis

RPD Relative Percent Difference

LCS Laboratory Control Spike

MS Matrix Spike

Dup Duplicate

Eaﬂom d K Sk

Report Approved By: Date: 3/1/2006
Raland K. Tuttle, Lab Manager Jeanne Mc Murrey, Inorg. Tech Director
Celey D. Keene, Lab Director, Org. Tech Director LaTasha Cornish, Chemist

Peggy Allen, QA Officer Sandra Sanchez, Lab Tech.

This material is intended only for the use of the individual (s) or entity to whom it is addressed, and may contain
information that is privileged and confidential.

If you have received this material in error, please notify us immediately at 432-563-1800.

Environmental Lab of Texas The results in this report apply to the samples analyzed in accordance with the samples

received in the laboratory. This analytical report must be reproduced in its entirety,
with written app | of Envir ! Lab of Texas.

Page 8 of 8
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Sample Receipt Checklist

Temgerzture of container/cocler?

| Yes | Mo 2.55 C |
Shigcing container/csoler in gocd conditicn? ¥ | Na |
Custocy Szals intact ¢n shipcing container/cacler? Yes | Mo e etasaat |
Custedy Seals intact on sample tattles? ¥es | Ne Mct prasan: |
Chzin of cusicdy presant? &= | No |
Samcgie Instructicns comgpleie ¢n Chain of Custecy? ¥ss | No i
Chair of Cusiccy sicned when relinguished and received? No |
Chain ci custcdy acrees with samiple lztel(s) ¥ay | Mo |
Cantainer labe's legitle and intact? Yas | Ne ]
Samcie Matrix and precerties same as on chain of cusiccy? ¥= | No |
Sameles in precer contziner/cotiie? ¥os 1 Nc -
Szmgies procarny presarved? | ¥= | MNc |
Samcie bottles intsci? _ ] ¥ ) Ne |
Przsarvstions decumenied on Crain of Custocy? | ¥s | Mo ]
Contziners decumentas on Chain of Custcdy? Yz N¢ ;
Sufficient samcle ameunt for indicated test? ¥= | Nc i
All samgles recsived within sufiicieat haid time? ¥Ss | No :
VOC samcles have z2ro hesdscace? | Y33 | No Nct Aocliczole |

Qther cbsarveiions:

Centzci Person: - Dzie/Time:

Variance Documentation:

Regerding:

Conizacted by:

Corrective Action Taken:




MERIT ENERGY COMPANY 15056772162 p-1

Nov 17 2005 8:00RM
Diswiet] State of New Mexico ' Form C-141
E?mg]imm Or- Hoboa, NN E3240 Energy Minerals and Natural Resources Revised October 10, 2003
1301 W. Grand Aveniue, Artcsia, NM 88210 . o it 2 Copics b aporopriste
Distrigtlll Dil Conservation Division Submit et
1000 Rio Brazos Road, Aztec, NM 87410 . : District in
Dty e 1220 South St. Francis Dr. with Rule 116 on back
1220 S. St. Francis Dr., Santa Fe, NM 87505 sanm Fe,‘ NM 87505 side of form
S -0/5-05082- Release Notification and Corrective Action
OPERATOR A Tnitsl Report [ Final Report

ﬁnfaceovmerkzm | Mineral Owner @m [ Lease No. ]
LOCATION OF RELEASE
{Omit Leter | Section | Township | Range | Feet fomWie | NoriySouth Line | Feei from the | Bast/West Line | County
- FF1253-E /550 | F sS4 bbo ]Fw/ Eddy
Latitude Loogitude
NATURE OF RELEASE

Volume of Release /O AR/ Volume Recovered (')
Date i

Date and Hour of Qocurrence

and Hour of Discove
IfYES, ToWhom? / & 7¢-0 8 /I-74—O5 7"-’708 L)

Bdfes [1 No [J Not Roquired m Amas, Blm

By Whom? /27, #2. Self - Piec,t Errecc v Dateand Howr /- /4o =D& __1D'DA AN,
i 7 If YES, Volume Impacting the Watercourse.

Was a Watercourse Reached?
0 e B

Was Immediate Notice Given?

_1f a Watercourse was impacted, Describe Fully.*

Describe Cause of Problem and Remedial Action Taken ®
3" Pely Gsuface) Flow/ine fupfued: Kepaief o) 3 Poly Qamp. /0 L4/ relense
WS Corhgnell MosHy on Calicke v W Sksht Tune€f fo S\ 4‘ e . .

Describe Area Affected and Cleanup Action Taken.* )
APPred. Lo yds. Ilneff down Calicke (S /G 5Py Cyea of 2* yds. Pray aces

Wwhs 7‘""1’-0‘.“( m:¢rb-l|k;o _Sc(wlvbh har W‘O\tbn-\}‘ N/ Woun—[ Gom Bl.M.

1 hcebycuhfyﬁmﬂ:euimnon g:ven above is © 7 andcompletewthebeu ofmy knowledge and understand that ptmanttoNMOCD rules and
regulations all opesatars are requirsd to repart and/or file certain release notifications and perform corrective actions for releases which mey endanger

public health or the environment. The acceptance of a C-141 report by the NMOCD marked as "Final Repart” 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, surfece water, human health
or the environment. Inndnﬁuon,NMOCDaocepnnoeofaC-Mlrepmdoesnotmheveﬂxeopmrofmponsibﬂnyformnphme with any other

federal, state, or local taws and/or regulations.
OIL CONSERVATION-DIV ISION
Printed Naie: m E ‘ 2 : c Approved by District Supervisor: M Gﬁ UHEM Z/ g
Title: Wale /z/ / Expiration Date:
E-mail Address/P7 Seo éé (=4 mﬂ é mi;z 1 Conditj oprprwalW/k)éW FE | Arached 0
o L foca Pecgere Mep s
Date//-) 2-5 one: ol - Y758

* Attach Additional Shects If Necessary
Spill area is APPrEX. (O yds oul of KB 22 Tnz well § 1o yeds west on Coallehe

k.

e %oepuwré/ /z/%s/



Table 1

CONCENTRATIONS OF CHEMICALS OF CONCERN IN SOIL

Merit Energy
Keel B # 22 Site

Loco Hills, Eddy County, New Mexico
Terracon Project Number 94057472C

All concentrations are in mg/kg

Total EPA Mothod 8015M EPA Method 80218
sgr::;s Lm::fu SA'DE"PT"’ 'l‘f Chiorides | TPH TPH TPH TPH | o Zene | ToLueng| ETHYL- | TOTAL
EPA3000| C¢Ci» | CiCas | C12Css | CeCiss BENZENE | XYLENES]
02/22/06 Comp 0-3" 1,800] 6.70 236 81.9 318 <0.0250 | <0.0250 | <0.0250 | <0.0250

CONCENTRATIONS IN BOLD ARE ABOVE REGULATORY GUIDELINES



