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To protect, conserve and enhance the quality of Wyoming's W 4 g

CERTIFIED MAIL
January 6, 2009

Ms. Raschelle Richens
Medallion Exploration Company
3165 Milrock Drive Suite 550
Holiday, UT 84121

RE: Noftice of Vielation, Docket Number 4399-08
Dear Ms. Richens:

Enclosed is a copy of Notice of Violation, Docket Number 4399-08, for the unauthorized
discharge of coal bed methane {CBM) produced water into waters of the state by Medallion
Exploration Company (Medallion). On October 16, 2008 the Wyoming Department of
Environmental Quality (DEQ), Water. Quality Division (WQD) conducted an inspection of the
OK Creek POD 2 CBM Facility, WYPDES permit WY 0047457, During the inspection discharge
of CBM produced water from a “seep” located below 21-1 Stock Reservoir was documented and
found to be flowing into a tributary of the Powder River. A records review by DEQ indicates
Medallion has not received Ground Water Section approval to discharge into the reservoir nor
obtained a reclamation bond on the reservoir prior to discharging into the reservoir. These are
violations of WYPDES permit WY0047457 requirements, the Wyoming Environmental Quality
Act (Act) and Wyoming Water Quality Rules and Regulations (WWQRR).

While neither the attached Notice of Violation nor this letter constitutes an order, it is the
recommendation of this office that you take action to eliminate the alleged violation as follows:

1. Medallion should ensure that CBM produced water is only discharged to waters
of the state through permitted discharge points in accordance with the WWQRR.

2. Medallion should inform the WQD of the steps taken to prevent this type of an
unauthorized discharge from occurring again in the future. This information
should be received by the WQD within 21 days of the date of this letter.

3. Medallion should cease discharge into the reservoir until Ground Water Section
approval and required bonding is in place.
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The WQD has the authority to resolve violations with an out-of-court settlement agreement
through the payment of a penalty by Medallion. If Medallion wishes to pursue resolution of the
previously neted violation through such an agreement, please contact Mr. Kevin M. Wells,
WYPDES Compliance & Enforcement Program Coordinator at (307) 777-8669, or Mr. Brian K.
Lovett, WYPDES Inspection & Compliance Supervisor at (307) 777-5630, within 21 days of the
date of this letter to set a meeting to discuss/resolve the violation.
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BEFORE THE

DEPARTMENT OF ENVIRONMENTAL QUALITY

STATE OF WYOMING
IN THE MATTER OF THE NOTICE OF )
VIOLATION ISSCED TO: )
)
)
Medallion Exploration Company )
3165 Milrock Drive Suite 550 )
Holiday, UT 84121 )
)
)
) - DOCKET NUMBER 4399-08
)

NOTICE OF VIOLATION

NOTICE IS HEREBY GIVEN THAT:

I.

Medallion Exploration Company (Medallion) is the owner/operator of the Coal Bed Methane
(CBM) OK Creek POD 2 production facility with authorization to discharge under WYPDES
permit WY0047457. CBM produced water from this facility is discharged to a permitted
containment unit “21-1 Stock Reservoir” located in the Northeast Quarter of the Soutieast
Quarter of Section 20, Township 54 North, Range 77West (NE Y2 SE Y Sec. 20, T54N, R77W),
Sheridan County, Wyoming.

On October 16, 2008 the Wyoming Department of Environmental Quality (DEQ), Water Quality
Division (WQD) conducted an inspection of outfalls associated with WYPDES permit
WY0047457. During the inspection seeping water was observed discharging from the dike of the
21-1 Stock Reservoir associated with outfall 002 {currently not constructed). The CBM water
contained in 21-1 Stock Reservoir is actually water received from outfall 001 that discharges into
20-1 Stock Reservoir and cascades to 21-1 Stock Reservoir. Both these containment units are
permitted as ‘on channel’ reservoirs located on unnamed ephemeral draws tributary to Coal Draw
(class 3B), tributary to the Powder River (class 2ABWW). The unauthorized release (seep) is a
violation of WYPDES Permit WY 0047457 Part 1{A) which states: “The permittee is required to
contain all produced water within the reservoirs during “dry” operating conditions. Discharge
of effluent from the reservoirs, except during periods of time in which natural precipitation
causes the reservoirs to overtop and spill, will be prohibited. :

The above referenced WYPDES permit states in Part 1, C. RESERVOIR / IMPOUNDMENT
REQUIREMENTS: Section 1. Groundwater Monitoring Beneath Impoundments (with
reference to Table 1). "These specified outfalls are not authorized to discharge until a writien
groundwater compliance approval has been granted by the Groundwater Poliution Control
Program of the Water Quality Division. Once an impoundment has been granted a wrilten
groundwater compliance approval, the comtributing owtfail(s) (o that reservoir may commence
discharge.” Records review within the WQD indicates Medallion has not received approval to
commence discharging from this outfall.

The above referenced WYPDES permit states in Part 1, C. RESERVOIR / IMPOUNDMENT
REQUIREMENTS: Section 2. Reclamation Performance Bonds for On-Channel
Reservoirs: Table -1 of the permit identifies which outfalls are designed to discharge into
impoundments that are subject to WDEQ bonding requirements, as set forth in the latest version
of the Water Quality Division guideline "Implementation Guidance for Reclamation and
Bonding of On-Channel Reservoirs That Store Coalbed Natural Gas Produced Water. These
specified outfalls are not authorized to discharge until the associated reservoir reclamation bond
is approved by the DEQ. Once the reservoir reclamation bond is approved by WDEQ, the
contributing outfall(s) 1o that reservoir may commence discharge.” A records review within the
WQD indicates Medallion has not received the required bond coverage for any reservoirs
associated with WYPDES perinit WY 0047457,
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5. Pursuant to Wyoming Statute 35-11-901(a), any person who violates, or any director, officer or
agent of a corporate permittee who willingly and knowingly authorizes, orders or carries out the
violation of any provision of the Environmental Quality Act (Act), or any rule, regulation,
standard or permit adopted hereunder or who violates any determination or order of the conncil
pursuant to this act or any rule, regulation, standard, permit, license or variance is subject to a -
penalty not to exceed ten thousand dollars and no cents ($10,000.00) for each violation for each
day during which the violation continues, a temporary or permanent injunction, or both a penalty
and an injunction. The penalty may be recovered in a civil action brought by the Attorney
General in the name of the People of the State of Wyoming. Nothing herein shall preclude the
department from negotiating stipulated settlements involving the payment of a penalty,
implementation of compliance schedules or other settlement conditions, in lieu of litigation.

NOTHING IN THIS NOTICE OF VIOLATION (NOV) shall be interpreted to in any way limit or
contravene any other remedy available under the Environmental Quality Act, nor shall this NOV be
interpreted as being a condition precedent to any other enforcement action.

Signed this 7 day of JAD , 2009
)f%u S
cf"
VR F
John V. Johh F. Wagner ‘,}
Director 7 ) _-Administrator ,-’ -
Department of Environmental Quality " Water Quality Division \\ :

PLEASE DIRECT ALL INQUIRIES TO: Kevin M. Wells, WYPDES Compliance & Enforcement
Program Coordinator at the Wyoming Department of Environmental Quality, Water Quality Division,
Herschler Building, 4" Floor West, 122 West 25 Street, Cheyenne, Wyommg 82002. Telephone 307-
777-8669.
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