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STATE OF UTAH '

FORM 3
DEPARTMENT OF NATURALRESOURCES

DIVISIONOF OIL, GAS AND MINING AMENDED REPORT
(highlight changes)

5. MINERALLEASE NO; 6. SURFACE:
APPLICATIONFOR PERMIT TO DRILL FEE-BH-61504 Fee

1A. TYPE OF WORK: DRILL 2 REENTER DEEPEN
7. IF INDIAN,ALLOTTEE OR TRIBE NAME:

B. TYPE OF WELL: OIL GAS 2 OTHER CBM SINGLE ZONE B MULTIPLEZONE
8. UNITor CA AGREEMENT NAME:

2. NAMEOF OPERATOR: 9. WELL NAMEand NUMBER:

Ute Oil Company (dba A.C.T. Operating Company) Ballpark Canyon #1
3. ADDRESS OF OPERATOR: PHONE NUMBER: 10. FIELD AND POOL, OR WILDCAT:
201 W. Wall Street #806 Midland TX 79701 (432) 683-4640 Helper Field g
4. LOCATIONOF WELL (FOOTAGES) 11. QTR/QTR, SECTION, TOWNSHIP, RANGE,SWRT .3A. ¡ogy MERIDIAN:

AT SURFACE: 1884' FWL and 1072' FSL gggg SESW 16 13S 10E
AT PROPOSED PRODUCING ZONE: FERRON COAL Í9

14. DISTANCE INMILES AND DIRECTION FROM NEAREST TOWN OR POST OFFICE: 12. COUNTY: 13. STATE:

Adjacent to townof Kennilworth Carbon UTAH

15. DISTANCE TONEAREST PROPERTY OR LEASE LINE(FEET) 16. NUMBEROF ACRES IN LEASE: 17. NJMBER OF ACRES ASSIGNED TO THIS WELL:

1884' FWL and 1072' FSL 160
18. DISTANCE TONEAREST WELL (DRILLING,COMPLETED, OR 19. PROPOSED DEPTH: 20. BOND DESCRIPTION:

APPLIED FOR) ON THIS LEASE (FEET) 4,680° Irrevocable Letter of Credit
21. ELEVATIONS (SHOW WHETHER DF, RT, GR, ETC.): 22. APPROXIMATE DATE WORK WILLSTART: 23. ESTIMATED DURATION:

GR = 6593· 2/1/2005 1 Month

24. PROPOSED CASING AND CEMENTING PROGRAM
SIZE OF HOLE CASING SIZE, GRADE, ANDWEIGHT PER FOOT SETTING DEPTH CEMENT TYPE, QUANTITY,YlELD, AND SLURRY WEIGHT

12 1/4" 8 5/8" J-55 24 #lft 320 Class G+ 2% CACL2 240 sacks 1.15 cu.ft/sk 15.8ppg,
plus FL additive

7 7/8" 5 1/2" J-55 17 #lft 4,680 Lead: Lite Wt. cement 160 sacks 3.36 cu.ft.lsk 10.5 ppg
Tail: Cem Crete blend 210 sacks 2.07 cu.ft.lsk 10.5ppg

ElVED

NOV18 2004
26 ATTACHMENTS

VERIFY THE FOLLOWINGARE ATTACHED INACCORDANCE WITHTHE UTAHOIL AND GAS CONSERVATION GENERAL RULES:

WELL PLAT OR MAP PREPARED BY LICENSED SURVEYOR OR ENGINEER COMPLETE DRILLINGPLAN

2 EVIDENCE OF DIVISION OF WATER RIGHTS APPROVAL FOR USE OF WATER FORM 5, IF OPERATOR IS PERSON OR COMPANY OTHER THANTHE LEASE OWNER

NAME(PLEASE PRINT) Mary Tesitor TITLE Engineering Tech - Agent for ACT Operating Co.

SIGNATURE DATE

(This space for State use only)

API NUMBERASSIGNED: APPROVAL:

(11/2001) (See Instructions on Reverse
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T13S R10E, S.L.B.&M. NARRATIVE
.

THE PURPOSE OF THIS SURVEY IS TO LOCATE AND DESCRIBE A WELL SITE FOR UTE
OIL COMPANY, AND IS SITUATEDIN THE SOUTHWEST QUARTER OF SECTION16,
TOWNSHIP 13 SOUTH, RANGE 10 EAST, SALT LAKEBASE AND MERIDIAN, CARBON
COUNTY,UTAH.

THE BASIS OF BEARINGUSED FOR THIS SURVEY IS SOUTH 88°16'02" EAST BETWEEN
THE SOUTHWEST CORNER ANDTHE SOUTHEAST CORNER OF SAIDSECTION16.

THE BASIS OF ELEVATION USED FOR THIS SURVEYIS 6561 FEET (NGVD 1929) ATTHE
SOUTHWEST CORNER OF SAID SECTION 16, AS SHOWN ON THE HELPER,UTAH7.5'
QUADRANGLE.

SITE DESCRIPTION
A PROPOSED DRILLHOLESITUATED INTHE SOUTHWESTQUARTER OF SECTION 16,
TOWNSHIP 13 SOUTH, RANGE 10 EAST, SALT LAKEBASE AND MERiDIAN, CARBON
COUNTY, STATE OF UTAH,SAID DRILL HOLEIS LOCATED 1884 FEETEASTAND1072
FEET NORTH FROM THE SOUTHWEST CORNER OF SAID SECTION 16.

CERTIFICATE OF SURVEY
I, BRUCE T. S. WARE, DO HERESY CERTIFY THAT I AM A REGtSTEREDLAND
SURVEYOR, CERTIFICATE NO. 153834 AS PRESCRIBED BY THE LAWSOF THESTATE

BALLPARK OF UTAH. I FURTHER CERTIFY THAT I HAVE MADEA SURVEYOF THE TRACT OF
CANYON#1 GROUND SHOWN AND THAT IT IS TRUE AND CORRECTTO THE BESTOF MY

ELEV = 6593' KNOWLEDGE. IT DOES NOT PURPORT TO SHOWALLEASEMENTSOF RECORD, NOR
02-430 IS IT PROOF OF OWNERSHIP.

102-430-3 A.E.P.

1884, CARBON CO. DATE:Ad ZË~Ø
4 M L.. Á4 4. /

02-430 N EXISTING ROAD BRUCE T. S. WARE,

ELEVATION=656f
(NGVD 1929) KENILWORTH

BASIS OF BEARINGS88°16'02"E 5205.58' (MEASURED) OF

WARESURVEYING& ENG ING, LLC.
Phone: 435-637-2620 2223 North 1200 West
Email: waresurveying@emelytelcom net Helper, Utah 84526

LEGEND SURVEY FOR:

FOUND MONUMENT
UTE OIL COMPANY

o BALLPARK CANYON#1
NOT FOUND KENILWORTH BALL PARK WELL #1 KENILWORTH, CARBON COUNTY,UTAH

DRILL HOLELOCATION GEODETICCOORDINATES(NAD 1927) GRAPHIC SCALE SECTION 16, T. 13 S., R. 10 E., S.LB. &M.

LAT.: 39°41'29" N O 6 0 10 DRAWN BY: MCW SCALE: 1" = 1000'

(BLM) SUREAU OF LAND MANAGEMENT LONG.:110°48'33" W CHECKEDBY: BTSW JOB NO.: UTE-2004-03
BEARINGI DISTANCE ELEV=6593 (NGVD 1929) 1 IN = 1000 FT DATE: 10-28-04

DRAWINGNO. P-1
REVlSIONS:
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003
900 Main Ave, Suite D Ph: 970-247-4126
Durango, CO 81301 Fax: 970-247-1047

Division of Oil, Gas & Mining
1594 W.N. Temple, Suite 1210
Salt Lake City, UT 84114-5801

Attn: Diana Whitney

Re: Waste Management Plan for
the Ballpark Canyon #1

Dear Daina,

The followingis our Waste Management Plan to be submitted in accordance with our Drilling Prognosis
previously submitted with the APD for the Ballpark Canyon #1 in Carbon County, Utah:

Garbage - All garbage will be removed from site and disposed at the appropriate disposal facility.

Reserve pit contents - ECDC Environmental of Carbon County,(ph.435-888-4452) will haul and test as
necessary all contents of reserve pit.

Produced Water - will be hauled from site and disposed of in the appropriate disposal facility,unless
agreements with other operators can be made to dispose produced water in an existing disposal well.

Sanitation Facilities - will be supplied and cleaned as necessary during drilling operations.

Please let me know if you need any further details or supplemental information.

Sincerely,

Mary esitor
EngineeringTechnician
Oso Energy Resources Corp.
Agent for A.C.T. Operating

DECO2
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900 Main Ave, Suite D Ph: 970-247-4126

Durango, CO 81301 Fax: 970-247-1047

November 16, 2004

Divisionof Oil, Gas & Mining
1594 W.N. Temple, Suite 1210
Salt Lake City, UT 84114-5801

Attn: Diana Whitney

RE: Exception Location
Ballpark Canyon #1
Sec. 16, Tl3W, R10E
Carbon County, Utah

Dear Diana,

In reference to the State Oil and Gas Conservation rule R649-3-3, Exception to Location and Siting of

Wells,A.C.T. Operating hereby requests a location exception for the Ballpark Canyon #1 in Kenilworth,
Utah. This exception is requested due to the topography and the close proximity to the town of
Kenilworth.

There are no additional lease owners within 460' of the proposed location. If you have any questions
please contact either Mary Tesitor or Gary Trotter at 970-247-4126.

Thank you,

Mary Tesitor
Engineering Technician
Oso Energy Resources Corp.
Agent for A.C.T. Operating
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900 Main Ave, Suite D Ph: 970-247-4126
Durango, CO 81301 Fax: 970-247-1047

Drilling Prognosis

Oso Energy Resources Corp.
Agent for A.C.T. Operating Company

Ballpark Canyon Well #1

T13S-Rl0E - SW Qtr.Section 16
Carbon County, Utah

Summary of Drilling Plan: Oso Energy Resources Corp. proposes to spud this well with a 12 ¼" bit and
drill to 320' or to a competentshale bed where new 8 5/8" 24.0# J-55 ST&C surfacecasing will be set and
cemented to the surface. After WOC for 12 hours, the BOP's will be installed and tested. Then a 7 7/8"
hole will be drilled to a TD of approximately 4,680' with air mist. The well will be electric logged and
then new 5 ½" 17.0 # J-55 LT&C production casing will be run to TD and cemented with approximately
1,000 cu. ft. of cement. The cement will cover from TD to the surface. The target zones are the Ferron
Coals which will be perforated then fracture stimulated with sand and a gel carrying fluid. The well will
be cleaned up using swabbing then put on a conventional beam pump with a downhole pump, rods and
pumping unit. The unit will be powered with an electric motor.

I. Geologic Marker Tops (Ground Level 6590')
Formation MD (TVD) AMSL
Mancos Shale 0 6590
Ferron Member 4330 2260
Cont. of Mancos Shale 4530 2060
PTD 4680 1910

II. Specifications for Pressure Control.
a. Annular preventer will be a rotating head.
b. Location of hydraulicBOP controls is a remote unit on ground between doghouse and tool

pusher's trailer.
c. BOP's will be tested to 75% of their rated working pressures at the following times:

i. When installed
ii. Prior to drilling out surface casing

iii. Minimum of once per week

III. Casing and Cementing Programs
a. Casing Program

i. Conductor
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ii. Surface
12 ¼" hole, 8 5/8", 24#, J-55, LT&C from surfaceto 320'.

iii. Production
7 7/8" hole, 5 ½", 17#, J-55, LT&C from surface to TD of 4,680'

iv. Tubing
2 3/8", 4.7#, EUE

b. Cementing Program
i. Surface Casing

Well Data Downhole Accessories
Depth: 320' Casing guide shoe
Casing: 8 5/8" Float collar
Open Hole: 12 ¼" Centralizers to be run as specified
Annulus Vol.: 0.4127 cu ft./ft.

Cement Specifications
240 Sx. Class G + 2% calcium chloride
Density: 15.8 ppg
Yield: 1.15 cu.fl./sx.
Cmt. Top: Circulated to surface

ii. Production Casing

Well Data Downhole Accessories
Depth: 4,680' Casing guide shoe
Casing: 5 ½" Float collar

Open Hole: 7 7/8" Centralizers to be run as specified

Cement Specifications
160 Sx. Lead of Liteweight Cmt.
Density: 10.5 ppg
Yield: 3.36 cu. ft./sk.

210 Sx. Tail of Chem Crete blend
Density: 10.5 ppg
Yield: 2.07 cu. ft./sk.

iii. Casing Test Pressures
, c. O A er

Surface Casing: .660·psi for 30 minutes
Production Casing: 1,500 psi for 30 minutes

IV. Drilling Fluids Program

Depth Bit Size Mud Wt.(pog) Viscosity (sec.) Fluid Loss
0 - 320' 12 ¼" 8.4 40-50 NA
320 - TD 7 7/8" Air mist NA
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V. Logging, Coring and DST's

a. Electric log suite: Surface Csg. to TD: Platform Express: Array Induction, SP, GR, Caliper,
Triple Litho Density, Compensated Neutron

b. Mud Logger: None
c. Coring: None
d. No DST's are planned.

VI. Abnormal Conditions

a. No abnormal pressures are anticipated.
b. Hydrogen sulfide is not present in offset wells and is not expected in this well.
c. Abnormally high temperatures are not expected at this location.

VII. Additional Information

a. Six coal zones are identified on the closest offset log and will be recommended for completion.
b. A conventional formation core will be taken in this field at some point but not on this
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OIL, GAS AND COALBEDMETHANELEASE

This agreement ("Lease")is effectivethis IN day of TNEF
,

2004, by and between BLACKHAWKCOAL COMPANY, a Utah corporationwith an

address at 700 Morrison Road, Gahanna, Ohio 43230 ("Lessor") and UTE OIL

COMPANY,a Texas corporation, dba A.C.T.OPERATING COMPANY, whose address is

201 W. WallStreet, Suite 806, Midland,TX79701 ("Lessee");

1. GRANTINGCLAUSE: Lessor, for and inconsiderationofTen Dollars ($10.00)per

net mineralacre and other valuableconsideration,the receipt of whichis hereby

acknowledged, and for and in consideration of the covenants and agreements

hereinafter contained on thepart ofLessee, has granted, demised, leased and let

and by these presents does grant, demise, lease and let exclusively unto Lessee

all of Lessor's right, title and interest in the lands located in the Utah County of

Carbon described in EXHIBITAattachedhereto and made a part hereof, consisting

of 3,000 mineralacres and 480 surfaceacres, more or less, including any interests

thereinwhich Lessor mayhereafter acquirein Township 13 South 10 East, Carbon

County, Utah, by reversion, prescription or otherwise, and also including any

accretionsand any small stripsor parcels of land nowor hereafter owned by Lessor

which are contiguous or adjacent to the subject lands, (the "Leased Premises") for

the purpose of exploring (including the right to conduct geophysical surveys),

drilling, operating, producing,saving,takingcare of, treating,processing, storing

on the surface and transportingand marketing coalbed methane, oil, liquid

hydrocarbons, gas, or any of theirconstituent products, including injecting gas,

waters,other fluids and air intoallsubsurface, coal strata horizons and formations

Doc #232436.v7 Date: 0&D2/2004 9:06
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on the surface and transportingand marketing coalbed methane, oil, liquid

hydrocarbons, gas, or any of theirconstituent products, including injecting gas,

waters,other fluids and air intoallsubsurface, coal strata horizons and formations
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without liabilityto Lessor for migration;and laying pipelines, storinghydrocarbons

above ground in a manner thatwillnot interfere withLessor's use of the surface,

building tanks, setting up pumping units, and constructing all improvements

necessary in the production and transportationof coalbed methane, oil, liquid

hydrocarbons, gas, or any of theirconstituentproducts (collectivelythe "Minerals");
togetherwithwater rightsnecessaryfor Lessee's activitiesand, on a non-exclusive

basis, allthe rights of ingress or egress, and all other appurtenanteasements and
right-of-wayLessor may hold to thesurface, subject to all terms and conditions of
thisLease. For the purposes ofthisLease, "coalbedmethane"meansmethanegas

from coal formations, coal seams or abandoned coal mine workings and allzones

in communication therewith.

2. LEASETERM: Subject totheotherprovisionsof thisLease and specificallybut not

limitedto the provisions of paragraph 3, thisLease shall commenceon the date

hereof and remain in full force and effectfor a primary termexpiring at 11:59 p.m.

on the date that is five (5) years froni thedate hereof (the "Primary Term"), during

which time the Lessee shall use its best efforts to explore for Minerals on the

Leased land, and produce and sellMineralsunderlying the Leased Premises. The

PrimaryTerm may not be extended by payment of shut-in royalty.

3. EXTENDEDTERM:

(a) Provided the Lessee has, during the Primary Term, diligently and in

good faith exploredthe Leased Premises for Minerals and, where

warranted, drilled and, whereappropriate,completeda wellor wells

to commerciallyproduce Minerals from the Leased Premises, Lessee
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shall be granted therightsdescribed in paragraph 1 for an extended

termof ten (10) years (the"Extended Term", withthe PrimaryTerm

plus the Extended Term, if any, being the "Lease Term"), exceptas

hereinafter provided.

(b) Ifat the expirationof said Extended Term there are one or morewells

in production or in the process of being drilled on the Leased

Premises, thenthisLease shall continue for the retained acreage

applicable to said well(s),as defined in Paragraph 3(c) withrespect

to each such well as long as drilling of the well(s) is continued with

reasonable diligence, oras long as Minerals are produced in paying

quantities, or both, as the case may be, subject, however, to the
provisions of Paragraph 3(d) hereof. Retained acreage for individual

wells, in production or in the process ofbeing drilled, willnotextend

the termfor any land other thanthe retained acreage for thatwell,

(c) The retained acreage for each well at the end of the Extended Term

shall be 640 acres. Provided, however, ifat the end of theExtended

Term, the State of Utah spacing regulations mandate a Production

Unit size that is less than 640 acres, Lessee shall thereafteruse

reasonable diligence to continue drilling additional wells on the

Leases Premises to adequately produce the Minerals in accordance

with State spacingregulations.

(d) If at the terminationof the Extended Term of this Lease, State or

Federal regulationsrequireacreage in excess ofthe retainedacreage
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described in Paragraph 3(c), then withrespect to the wells towhich

the Federal or State regulations apply, theacreage requiredby the
Federal or State regulationsshall supersede the acreage set forth in

Paragraph 3(c).

4. TERMINATION: Failure of Lessee tocomplywith the terms set forth in Paragraph

3(a) above, shall cause this Lease to terminateat the end of the Primary Term as

toall acreage not thenbeing held by a Production Unit. Ifthis Lease continues into

the Extended Term, thisLease shall terminateifMinerals are not produced from the

Leased Premises in paying quantities or drilling operations are not continuously

prosecuted as hereinafter provided. "Drillingoperations" include operations on the

Leased Premises for thedrillingofa newwell,thereworking,deepening or plugging

back of a well or hole or other operations conducted in an effort to obtainor

reestablish production of Minerals. Drillingoperations shall be considered to be

"continuouslyprosecuted" if notmore thansixty(60) days shall elapse between the

completion or abandonment of one well or hole and the commencement of drilling

operations on another well or hole, unless such operations are prevented or

delayed by a force majeureevent. Inthe event of a delay due to a force majeure

event, Lessee shall have sixty (60) days following the end of the force majeure

event within which to commence drilling operations. For the purposes of this

paragraph and the succeeding paragraph, any well opened or remaining open in

one or more coal seams or zones in communicationwith coal seams shall be

deemed a coalbed methane well.
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5. ROYALTIESIMINIMUMROYALTIES: Lessee shall pay, or cause to be paid, to

Lessor at the address stated in paragraph 22 below, on or before the45th day from

theend ofa calendar monthfrom whichanyMineralswere produced and sold from

the Leased Premises in thatprevious calendar monthand for whichLessee has

been paid, a royaltyequal to fifteenpercent (15%) of theproceeds realized from the
sale of all Minerals produced and sold fromtheLeased Premises, less 15%ofad

valorem taxes and production, severance or other excise taxes and the cost

incurred by Lessee in delivering and processing such Minerals. Lessee agrees to
diligently seek to obtain the highest price available for all such Minerals,

Notwithstanding the foregoing, Lessor shallhave the right at any time,subject to

fifteen (15) days prior notice to Lessee to take Lessor's proportionate share of

produced Minerals at the wellheadand marketor otherwise dispose of thesame as

Lessor may deem appropriate. All royalty checks shall be accompanied by a

completeand full accountingofallroyaltypayments, including but not limitedtoall

deductions from the proceeds. IfLessee shallnot have timelypaid to Lessor any

sum of moneypayable under the provisions of thisLease and such non-payment

shall continuefor a period of 30 days, Lessee shall in additiontheretopay to Lessor

interest on the delinquent amount, at the rate of twopercent above the rate per

annum equal to the prime interest rate charged by Bank One as quoted on the first

day ofthe calendar monthin whichpayment is due. This provision shall in noway

constitutea waiverof the requirementtopay on timeand shall be cumulativeand

in additionto Lessor's rightto terminatethisLease under paragraph 19.
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In the event Minerals are produced, the minimum Mineral royalty paid for any

calendar year, beginning with2005, shallbe $10,000.00.Beginning withtheyear

2005, for each calendar year inwhichroyaltiesfor Minerals paid under thisLease

are less than$10,000.00,thenthe differencebetween the Mineral royaltypaid for

that calendar year and $10,000.00shall be paid as a non-recoupableminimum

royaltyfrom Lessee to Lessor. Minimumroyaltydue for any calendar year shallbe

paid by February 15 of the ensuing year.

6. ANNUALSURFACE RENTALFEE: Lessee shall pay to Lessor an annual surface

rentalfee of$2.00per net surfaceacre beginningwith2005. Annual surfacerental

due for any calendar year shall be paid by February 15 of the ensulng year.

7. LETTEROF CREDIT: Lessee shall establish a letter of credit in the amountof

FIFTY THOUSAND DOLLARS ($50,000)and in the form of EXHIBIT B attached

hereto and made a part hereof and witha bank acceptable to Lessor. AllBankfees

shall be paid by Lessee. The purpose of the Letter of Credit is to secure the

obligation of Lessee to perform its covenants hereunder. IfLessor determines in

good faith that Lessee is in default of a covenant hereunder, Lessor shall deliver

writtennotice specifyingsame to Lessee, and ifsuch event of covenant default is

not cured by Lessee withinten business days of receipt of Lessor's writtennotice,

Lessor may draw from such Letter of Credit to the extentof Lessor's damages.

8. SHUT-IN ROYALTY FOR MINERALS:For any well drilled during the Lease term,

ifsuch well is capable of producing Minerals in paying quantities but thereis no

market,Lessee shall pay to Lessor a shut-inroyaltyof $1,000.00per wellper year,

or portion thereof,first payable withinninetydays of such suspension ofproduction
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or failure to initiate sales. Notwithstandingany provisions hereof to thecontrary,

it is expressly agreed that Lessee shall have the right to maintainthis Lease in

force after the expirationof the Lease Term hereof by payment of shut-in royalty

under thisparagraph for so long as Lessee is diligently, continuously and in good

faith attempting to sell the Minerals at the prevailing market price being paid to

otherproducers inTownship 13 South,Range 10 East, CarbonCounty,Utah.Any

shut-in royaltypaid under the provisions of thisparagraph shall be in lieu ofand not

recoupable against royalties paid under paragraph 5.

9. POOLING:Lessee shall have authoritytopool the Leased Premises or any podion

thereofwith other abutting lands, but only to the extent required by minimum

spacing regulation or to create a tract of forty (40) acres, whichever is greater.

Lessor shall receivewrittennotificationand, uponwrittenrequest, copies ofsurveys

for verification of royalty interest based on acreage, if portions of the Leased

acreage are pooled. Royalties willbe paid on the percentage royaltyinterest each

lessor holds in the pooled or communitized land.

10. UNITIZATION:Lessee shall have therightbut not the obligation to commitall or

any part of the Leased Premises or interest therein to one or more unitplans or

agreements for the cooperative development or operationof one or moreoil,gas,

or coalbed methane gas reservoirs or portions thereof,if in Lessee's judgement

such plan or agreementwillprevent waste and protect correlative rights,and ifsuch -

planor agreement is approvedbythefederal, state or localgovernmentalauthority

having jurisdiction.When such a commitmentis made, thisLease shallbe subject
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tothetermsand conditionsoftheunitplan or agreement, including any reasonable

formula prescribed thereinfor the allocationof production.

11. MONTHLYREPORTS: AUDITS:INSPECTION:Lessee shallkeep fullandaccurate

records for each wellof drillingoperations,production, and sale of Mineralsand

shall on the 45th day from the end of each calendar month for which therewas

production sold, deliver or cause to be delivered to Lessor at the address shownin

paragraph 23, a writtenreport describing and identifying, in such detail as Lessor

may request, the quantities and qualities of Minerals produced and/orsold during

the previous calendar month, the gross proceeds received by Lessee for Minerals

soldduring the previous month,thedeductions from thegross proceeds referenced

in paragraph 5, and payment of the royaltiesdue. Lessee and Lessee's buyers

shall measure all production accurately using standards established by the

American Gas Association (AGA)and/ortheAmerican Petroleum Institute(API)and

allmeasuringdevices shall be tamperproofas nearlyas practicable. Lessee shall

provide promptly to Lessor upon request, copies of the run-tickets and other written

results of all measurements,,testsand samplings, includingthoseperformed by the

Lessee's buyers, if available.

Lessor shall have the rightat any time,at Lessor's expense to;

(a) Inspect by all appropriate means Lessee's facilities on the Leased

Premises;

(b) Test Lessee's metersand other measuringand t¢stingdevices; and,

(c) Sample, test,measure and gauge production of thewells,including

the right, but not theobligation,to install meters on lines; and
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(d) Observe Lessee in theperformance ofLessee's obligationsunder this
Lease; and

(e) By appointment, examine or audit, during the term of this Lease and

three years thereafter,the books, records, supporting documents,

files and correspondence of Lessee and Lessee's buyers possessed

by Lessee and maintainedin connection with the Lease and the

production and/or sale ofthe Minerals from the land at Lessee's place

of business.

12. TITLE: Lessor does notwarrant its titleto the Leased Premises or to the rightswhich

Lessee may need for the enjoyment of thisLease, including the right of Lessee to

tenderassignments of interestas required. IfLessor owns a lesser interestin the

Minerals thanthe entire and undividedestate, then royalties herein provided for shall

be paid Lessor only in the proportionwhichLessor's interest bears to the whole.

13. RESTRICTIONS: This Oil, Gas and Coalbed Methane Lease and the rights and

privileges herein granted Lessee are expressly made subject to:

(a) Any existingfarming or pasturing rightswhich Lessor mayhave granted.

(b) Public or private roads, ways,uses, easements and ordinances.

(c) Exceptions, reservations, covenants and conditions, easements, rightsof

wayand leases, if any, that may be of public record.

(d) Such state of facts that an examinationof said tractsand/oran accurate

survey thereof, or, withoutlimiting the provisions of Paragraph 9, a title

examinationwould disclose.
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(e) Any existingor future electrictransmissionor distribution lines, telegraph

lines, radioand microwavestations,poles, towers,guys and anchorsand

other facilities which maybe appurtenanttheretowith reasonable means

of access thereto to service, renew, extend, patrol and to remove said

facilities and appurtenancesas Lessor mayrequire; and Lessor shallhave

the right to construct any and all electric transmission and distribution

lines, radio and microwavestations and other such electrical facilities, as

it may deem appropriate, desirable or necessary in the future on any

location on the Leased Premises, and operations under thisLease shall

not endanger or interfere withany existing or future electric transmission

or distribution lines and facilities, telegraphlines, radio and microwave

stations, poles, towers,guys and anchors,and other facilities appurtenant

thereto. No well shall be placed or be permitted to remainwithin200 feet

measured horizontally from any electric transmissionline now existingor

hereafter erected. Intheeventany actiontakenin thefuture by Lessor, its

successors or assigns, pursuant to thisParagraph 13(e), causes any loss

or damage to Lessee, its successors or assigns, Lessee, its successor or

assigns shall be compensatedin themannerand as provided in Paragraph

31 below.

14. GENERALOPERATINGCONDITIONS:Lessee shall:

(a) Comply with all federal, state, and local laws, statutes, ordinances,

regulations, and orders applicableto Lessee's operations and the
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0
conditionscreated thereby,including but not limited to environmental

and pollution controlrequirements;and

(b) Not commitany waste, unnecessary damage, or the deposit of any

materials,supplies,or litteron the Leased Premises;

(c) Conduct lessee's operations under thisLease in accordancewiththe

highest standard practices in the industry; and

(d) Conduct allof its activitiescontemplated herein in a neat and orderly

manner, so as not to permit unsightly, unsanitary, or dangerous

conditions toexistand further notto disturb or interfere withLessor's

operations or facilities on the Leased Premises.

15. SPECIAL OPERATINGMETHODS: Lessee shall:

(a) Obtain Lessor's approval of all proposed production facilities

includingbut not limitedtoaccess roads, well locations, pipelines and

compressor facilities prior tobeginning anywork on site. Lessor shall

promptly respond to any request for approval pursuant to this

Paragraph 15 so as not to undulydelay Lessee's work program.

Failure by Lessor to respond to a written request for approval from

Lessee, withinthirty(30) days from receiptof such request by Lessor,

shall be deemed an approval by Lessor.

(b) Provide to Lessor upon request all survey informationwhichLessee

may now have or hereafter obtain to inform Lessor fully as to the

exact location ofany Well drilledand copies of all logs, drill stem test
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records, core analysis, pressure tests, or any other information

obtainedby Lessee in thecourse ofdrillingany well,and the location

of all access roads, pipelines, compressor facilities and all other

associated facilitieserectedor installed on the surface or subsurface

of the Leased Premises; and

(c) Provide to the Lessor a copy of any and all permits obtained by

Lessee and issued by any Federal, State or local authorityfor any

operations conducted by it on the Leased Premises and shall also

provide to Lessor a copy of any and all releases issued by any

Federal, State or local authoritywhich relate toany operations on the

Leased Premises or theterminationofthesame. Releases issued by

Federal, State or Local authorities shall not release Lessee of its

obligations to Lessor under thisLease; and

(d) Promptly pay Lessor, if Lessor owns the surface, or to the actual

owner of the surface if Lessor does not own the surface, for actual

damage tothe surface,timber,growing crops, fences, livestock,and

other property of Lessor and its tenants,upon completionof each

such separate activity, Lessee shall promptly pay Lessor or the

surface owner for any and all damages suffered by them from

Lessee's activities not theretoforepaid for; and
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(e) Bury all pipelines and conduits to an acceptable depth or as required

by federal, state or county regulations, whichevergoverns surface

use facilities; and

(f) Use all pipelines and conduitson theLeased Premises for Minerals

production from the Leased Premises and/or commingled Minerals

from adjacent properties (ifdeemed necessary, by the Lessee for the

economicproduction of Minerals from the Leased Premises); and

(g) Upon written request by Lessor, Lessee, at its sole expense, shall

enclose withan adequate fence allequipment and excavations,and

either immediately repair any fence cut by Lessee or immediately

install cattle guards or steel gates upon cutting a fence; and

(h) Not drill, without prior written consent of Lessor, any well within 200

feet of any pond or other source of water, or any building or

improvementwhich is nowormayhereafter be constructedor located

on the Leased Premises; and

(i) Not use, without prior written consent of Lessor, any surface water

from the Leased Premises, including the discharge ofproduced fresh

water into existingsurfaceimpoundments at NPDES permittedpoints,

and shall, if consent is granted, conduct all required sampling and

monitoringat Lessee's ownexpense; and

(j) Maintain in good conditionallwells, drilling facilities, roads,pipelines,

equipment, storage areas, and other improvements and, unless
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otherwise requested in writingby Lessor, upon Lease termination,or

in the event of a dry hole, remove all such materialsand equipment

to Lessor's satisfaction and plug any abandoned well,in accordance

withall applicablelawsand regulations;and returnthesurfacetothe

same condition as it was prior to development, and

(k) Notify Lessor or other representatives designated by Lessor from time

to time, at Lessor's address shown in paragraph 22 below, or such

other address that may be designated in writing by Lessor from time

to time, at least 24 hours prior to the commencement of plugging or

cementing operations that Lessee intends to do so and again after

plugging has been completed. Lessee shall furnish Lessor with

copies of each plugging affidavit. The notice of intended plugging

under this paragraph (k) may be by telephone or other verbal

communicationprovided that written confirmationis delivered to the

address shown in paragraph 22 below withintwo(2) days of such oral

notice.

To the extent that the terms and conditions of this paragraph apply to the surface,

the same shall be operative notwithstandingthe fact that Lessor does not own the

surface.

16. ENVIRONMENTALMATTERS: Duringthe Lease, Lessee shall not,and shallnot

allow any other party to, bring upon, store, dispose of, or install in or upon the

Leased Premises (i) any hazardous wastes, hazardous substances, hazardous
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materials, toxicsubstances, hazardous air po\\utants or toxicpollutants, as those

terms are used in the Resource Conservation and Recovery Act, the

ComprehensiveEnvironmentalResponse, Compensationand LiabilityActof1980,

theHazardousMaterialsTransportationAct,theToxicSubstances ControlAct,the

Clean Air Act and the Clean Water Act, or any amendments thereto,or any

regulations promulgated thereunder;(ii) any "PCB's" or "PCB items" (as defined in

40 C.F.R. Section 761.3); or (iii)any "asbestos" (as defined in 40 C.F.R. Section

763.83). (The materials mentionedin items (i), (ii) and (iii) shall be collectively

referred to as hazardous materialsfor purposes of the Lease.) Lessee shall

indemnify, defend and hold Lessor and any affiliatedcompaniesharmless from and

against any liability,cost, damage, penalty, fine or expense incurred or sustained

by Lessor or any affiliatedcompanies (including, without limitation, reasonable

attorneys' fees and expenses, courtcosts and costs incurred in the investigation,

settlementand defense ofclaims)ofwhatsoever kind or nature,known or unknown,

contingent or otherwise, as a result of or in connection with any violation of the

preceding prohibition. It is specificallyunderstoodand agreed to by Lessee thatthe

indemnity contained in this paragraph shall survive the expiration or earlier

terminationof the Lease.

17. INDEMNIFICATION: Lessee shall indemnify, defend, and save harmless Lessor

from and against any and all liability, loss, damages, costs, claims, suits for

damages, attorneys' fees, or other expenses of any kind resulting directly or
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indirectly from Lessee's rightsand operationsunder thisLease, unless such actions

or negligence by Lessor shall have caused same.

18. INSURANCE: Lessee shall maintaininfullforceand effectduring thetermofthis

Lease:

(a) Workers Compensation Insurance in statutory amounts; and

(b) General Liability Insurance, with limits of at least $1,000,000

combined Bodily Injuryand Property Damage or equivalent, including

Contractual, Protective Liability,Products/Completed Operations,and

X, C, U, D and E coverages;and

(c) Automobile Liability Insurance covering all owned, non-owned and

hired vehicles with limits of at least $500,000 each person and

$1,000,000 each occurrence Bodily Injury, sickness or death and

$1,000,000 Property Damage, or theirequivalents.

All policies of insurance shall be endorsed to provide for waivers of subrogationin

favor of Lessor, and except for Workers Compensation shall name Lessor as

additional insured. Lessee shallprovide a Certificate of Insurance to Lessor prior

to beginning operations on the Leased premises, and Lessee shall require its

insurer to notify Lessor if any change occurs in its policy.

19. TERMINATION AND RELEASE OF LEASE: In addition to other termination

provisionsset forth in thisLease, Lessor may terminatethisLease, as provided

below inthisparagraph 19, upontheoccurrenceofany one or moreofthefollowing

conditions:
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(a) If Lessee shall failto pay, or cause to be paid, fully and promptlyany

amount due to Lessor under thisLease afterthe expirationof 10 days

following the demand via certified mailfor payment by Lessor; or

(b) IfLessee shallfalltocorrector utilizecommerciallyreasonableefforts

to correct any breach ofany other provision of this Lease within30

days of the date on whichLessor shall have notifiedLessee, via

Certified Mail, a notice of default under thisLease; or

(c) If Lessee shall file a voluntary petition in bankruptcy, or for the

appointment of a receiver or shall be adjudicated bankrupt or

insolvent, or shall seek, consent to or acquiesce in the appointment

of any trustee, receiver or liquidator for all or for any substantialpart

of its properties or fail to meet its obligations to creditors as they

come due; or

(d) A writof execution of attachmentshall be levied or a mechanics'or

materialmen's lien shall be filed against the Leased Premises and

Lessee shall not have acted to contest or dissolve the same prior to

execution sale thereonor for a period of ten (10) days after Lessor

shall have made writtendemand upon Lessee to institute proceedings

for the contest or dissolution of the same or in the event of the

foreclosure of any mortgageagainst Lessee.

Aftertheterminationof thisLease, Lessee shallhave an additional90 days during

which Lessee shall re-enter the land and remove all of Lessee's equipment and
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relatedproperty from the land, and thereafter,as and whenrequiredby law,Lessee

shall perform reclamationand environmentalworkon and respecting the land.

20. ASSIGNMENT; SUBLETTING: Lessee shall not assign this Lease or any interest

therein,or sublet the Leased Premises or any part thereof,or license theuse ofall

or any portion of the Leased Premises or business conducted thereonor therein,

or encumber or hypothecate this Lease, without the written consent of Lessor.

Lessor acknowledgesthat Lessee, in connection with obtaining necessary capital

to develop the Leased Premises for the purposes contemplated herein, may be

required to assign or encumber, in whole or in part, the rightsof Lessee set forth

herein. Lessor shall consent totheforegoing ifthetermsthereofare commercially

reasonable. Provided, however, theforegoing notwithstanding,Lessee shallhave

the right,without Lessor's consent, to assign thisLease or any interest therein,to

a subsidiary or affiliateof Lessee. No such assignment shall relieve Lessee of its

obligations pursuant to this Lease.

21. FORCE MAJEURE: Lessee's obligation todrill, develop and operate theLeased

Premises, and to market Minerals shall be excused hereunder only if any such

drilling,development, operating and marketing is interrupted, delayed orprevented

by a force majeure event. The term"force majeure"as used herein shall meanany

of the following causes beyond the control and without the fault or negligence of

Lessee which could not have been foreseen or avoided throughordinarydiligence,

namely: acts of God, including earthquakes, epidemics, fires, flood, hurricanes,

landslides, lightning, storms, washouts, freezing of wells or lines of pipe necessary

for Lessee's operations described in thisLease, and other similarsevere natural
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calamities;acts of the public enemy, warsblockades, sabotage insurrections, riots,

civildisturbances and arrests; strikes,lockouts, work stoppages or other industrial

disturbances; explosions or other similaraccidents, refusal or inability of any

transportingpipelineto transportgas pursuantto a firmtransportationagreement,

breakage, or failure of pipelines or equipments, and withdrawal of pipelines or

equipment from service for unscheduled maintenance; any government statute,

rule, regulation or order concerning the production,purchase, sale or transportation

ofnaturalgas that prohibits Lessee fromperformingunder this Lease; or anyother

occurrenceor cause ofa similarnaturenotreasonablywithinthecontrolofLessee.

Ifan event of force majeure renders Lessee unable to perform, in whole or in part,

its obligations under this Lease, Lessee shall as soon a possible notifyLessor, and

ifsuch initial notice is oral, shallfollow as soon as possible thereafterwithwritten

noticeand fullparticularsof theoccurrence.Lessee shall not be in violationofthis

Lease due toa suspensionofperformanceattributabletoan eventofforce majeure.

Lessee shall act in a commerciallyreasonable manner and withdue diligence to

recommence performance; provided,however, thatthe course ofactiontobe taken
in response to any work stoppage shall be left to the sole discretion of Lessee.

22. ENTIREAGREEMENT:This Lease containstheentire agreement by and between

Lessor and Lessee, and no oral agreement, promise, statement, or representation,

which is not herein contained, shall be binding on Lessor or Lessee. No

amendment or modificationofthisLease shallbecome effectiveunless and untilthe

same shall have been reduced towritingand signed and acknowledgedby both

parties.
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23. NOTICES: Any notice or communicationrequiredby thisLease shallbe in writing

addressed to the address of each oftheparties respective as follows:

TO LESSOR:

Blackhawk Coal Company
700 Morrison Road
Gahanna, OH 43230
Attention: Director, Land Management
Facsimile: 614 883 7299

TO LESSEE:

A.C.T. Operating Company
201 W. Wall Street, Suite 806
Midland,TX 79701
Attention: Marshall Watson
Facsimile:

At any time,either party may specify in writinga new address for notification

hereunder.

24. RECORDING:Lessee shall onlyrecorda short form memorandumof thisLease

withthe recorder of deeds in the county(ies) in which the land is situated.

25. TAX CREDIT: Lessee shall not intentionally undertake or knowingly allowany

transactionpertaining to thisLease whichwouldcreate a disallowance inwholeor

in part of the tax credit whichmaybe authorizedunder Section 29 and/or Section

45 of the Internal Revenue Code, or any present or similarfuture provisions of the
Internal Revenue Code, for production of non-conventional fuel. Lessor shall be

entitled to exclusiverights to allsuch taxcreditsas are authorizedand allocatedto
Lessor under such laws as maybe relatedto the production of Minerals.

26. TAXESANDFARMTAP: Lessee reserves the rightto make any such payments

to avoid possible forfeiture of thisLease, and any such payment shall be recovered
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as a charge against royalties due Lessor, but Lessee shall not be construed as

having a duty nor an obligationto tender such payment. Further, for and in

consideration of $1.00, the receipt of which is also hereby acknowledged,the

Lessor agrees that Lessee mayprovide, at no expense to Lessor, a "farmtap"for

use of free gas by the surface ownerfor domestic or household use only,and/orthe

attainment of easement right-of-waysif deemed necessary by Lessee, and/orfor

the operation for compressors or equipment necessary to produce gas from the

land. Except as provided in paragraph 5 of this Lease, all ad valoremand/or

production taxes, assessments or increases in any such charges on or resulting

from Lessee's ownership of Minerals in the Leased Premises shall be borne by

Lessee. Copies ofall such taxbills willbe provided to Lessor withinthirty(30)days

of the receipt of the same by Lessee. Lessee shall pay all taxes assessed on

property and fixtures placed by Lessee on the Leased Premises.

27. AVOIDANCE: Nothing in this Lease is intended to breach or be in violationofstate

or federal statute. Any such provisions thatare in contradictionor violationthereof,

are duly voided and shall not cause failure to the remaining provisions of this

Lease.

28. WAIVEROF RIGHT OR CLAIM: No waiver,forbearance or other failure toassert

any right or claim by Lessor prior to the execution of this Lease shall restrict,

diminish or otherwise affect in any way Lessor's rights under the Lease and

previous conduct of the parties shall notconstitute any future waiver or forbearance

of the claim or right. No waiver of any rightor claim shall hereafter be effective

unless set forth in writingand signedby theparty waivingsuch rightor claim.This
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Lease constitutes the entire agreementof the parties with regard to the Leased

Premises as of the date of thisLease. Allprevious negotiations,correspondence

and other documents between Lessor and Lessee pertaining to the Leased

Premises shall have no effectfrom thisdate forward.

29. SEVERALTY OWNERSHIP: Ifthe Leased Premises is hereafter subdivided and

owned in severalty or in separate tracts,royalties accruing hereunder shall be

divided among, and paid to, such separate owners in the proportion that the

acreage owned by each such separate ownerbears to the entire Leased Premises;

provided that this paragraph shall not apply in the case of non-abuttingtracts,
pooled acreage, or if seller and buyer otherwise agree. Lessee shall not be

required to install new transportationfacilities or drill off-set wells. In the event

Lessee would agree to install or rearrange measuring devices, any associated

expense shallbe reimbursed to Lessee. A land division shall not, in any event, have

the effectof terminatingthisLease as toany of the Leased Premises.

30. COALDEVELOPMENT: This Lease is subjecttothe rightof theLessor, its affiliates,

successors and assigns, to investigate, explore,prospect, drill,produce,mineand

marketcoal seams, whether ornot such seams produce coalbedgas, and is subject
to the termsand provisions of any valid present or future coal leases. Nothing

herein shall prevent Lessor, or a Lessee under a coal lease, from venting coal

seam gas out of the coal mine, or takingother reasonable safety precautions;

provided thatin such event, Lessee shallbe given sixty(60) days' writtennoticeof

such intention. Lessor shall keep Lessee reasonably apprised of intended coal

development projects, and shallgive Lessee at least six (6) months'writtennotice

Doc#232436.v7 Date: D&D2Æ004 9:06 AM

O O

Lease constitutes the entire agreementof the parties with regard to the Leased

Premises as of the date of thisLease. Allprevious negotiations,correspondence

and other documents between Lessor and Lessee pertaining to the Leased

Premises shall have no effectfrom thisdate forward.

29. SEVERALTY OWNERSHIP: Ifthe Leased Premises is hereafter subdivided and

owned in severalty or in separate tracts,royalties accruing hereunder shall be

divided among, and paid to, such separate owners in the proportion that the

acreage owned by each such separate ownerbears to the entire Leased Premises;

provided that this paragraph shall not apply in the case of non-abuttingtracts,
pooled acreage, or if seller and buyer otherwise agree. Lessee shall not be

required to install new transportationfacilities or drill off-set wells. In the event

Lessee would agree to install or rearrange measuring devices, any associated

expense shallbe reimbursed to Lessee. A land division shall not, in any event, have

the effectof terminatingthisLease as toany of the Leased Premises.

30. COALDEVELOPMENT: This Lease is subjecttothe rightof theLessor, its affiliates,

successors and assigns, to investigate, explore,prospect, drill,produce,mineand

marketcoal seams, whether ornot such seams produce coalbedgas, and is subject

to the termsand provisions of any valid present or future coal leases. Nothing

herein shall prevent Lessor, or a Lessee under a coal lease, from venting coal

seam gas out of the coal mine, or takingother reasonable safety precautions;

provided thatin such event, Lessee shallbe given sixty(60) days' writtennoticeof

such intention. Lessor shall keep Lessee reasonably apprised of intended coal

development projects, and shallgive Lessee at least six (6) months'writtennotice

Doc#232436.v7 Date: D&D2Æ004 9:06 AM



O O

of any need to take out of production and/or abandon and plug wells to enable

miningthrough.In the event any actiontakenin the future by Lessor, its successors

or assigns, pursuant to thisParagraph 30, causes any loss or damages toLessee,

its successors or assigns, Lessee shallbe compensatedas providedin Paragraph

31 below.

31. LESSOR'S RIGHT TO CONSTRUCTFACILITIES:This Lease is subjecttothe

rightof the Lessor to construct facilities on the surface of the Leased Premises.

Lessor shall keep Lessee reasonably apprised of intended construction projects

and shall give Lessee at least six (6) months'notice of any need to permanently

take out of production and/or abandon and plug wells whichmay interfere withany

of Lessor's construction projects orfacilities. In the event thatLessor requiresthat
Lessee permanently take out of production and/or abandon and plug a well or wells

(hereinafter a "well",whether one or morethanone}, Lessor shall, at Lessor's

election, either pay reasonable costs of drillinga replacementwell,or compensate

Lessee for the Fair Market Value ofsuch welland associated equipment.As used

herein, "Fair Market Value" shall meanthe net present value of the anticipatednet

income to Lessee from the sale of the Mineralsto be produced from the wellduring

the remaining life of the well. In the event Lessor elects to compensate Lessee,

Lessee shall notifyLessor of Lessee's determination of the Fair MarketValue of the

welland Lessor shall have thirty(30)days afterreceiptof Lessee's noticeinwhich

to accept such determination or request appointmentofappraisers,as follows. If

Lessor elects to appoint appraisers, the Fair Market Value of the wellshall be

determined by a board of three appraisers, each of whom (i) shall be
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knowledgeable and experienced in determining such valuations, (ii) shall be

knowledgeable and experienced in the development or evaluation of coalbed

methane, oil& gas or other mineralsat the timeof the appointment,and (iii)shall

be in all respects independent of the parties and impartial. Within ten (10) days

after Lessee receives Lessor's notice requesting appointmentof appraisers, each

party shall name one appraiser and provide such name to the other party. These

twoappraisers shall jointlyname a thirdappraiser similarlyqualified withinten(10)

days following the selection ofthe second ofthetwoappraisers. Each party shall

pay the fee of the appraiser appointed by such party. The parties shall share

equally the fee of the thirdappraiser. The appraisers shall makesuch examinations

and investigations as theymay deem necessary. Within thirty(30) days of the

appointmentof the thirdappraiser, each of the three appraisers shall render a

written opinion of the appropriate Fair MarketValue. For a period of two(2)weeks

following issuance of the last appraisal, the three appraisers shallattempt toagree

upon the Fair Market Value. Ifthe three (3) appraisers agree upon the Fair Market

Value, such determination shall be binding upon Lessor and Lessee. Ifthethree
(3) appraisers cannot agree among themselves,the Fair Market Value shall be

established by the appraisers by rankingthe three (3) Fair Market Values, and

eliminating either the high or low Fair Market Value (whichever is further from the

middle value), with the binding Fair Market Value being the average of the
remainingtwo (2) Fair Market Values.

32. RIGHTOF FIRST REFUSAL: Lessor hereby grants toLessee a rightoffirstrefusal

to lease all or part of the oil and gas (including coalbed methane gas) nowowned
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or controlledby Lessor, its subsidiaries, and/oraffiliates,located in Township 13

South, Range 11East, or in Township 12 South, Range 10East, Carbon County,

Utah (the "First Refusal Property"). If Lessor, its subsidiaries, and lor affiliates,

receivesa bona fide writtenofferfroma non-affiliatethirdparty ("ThirdParty Offer")

to lease all or any part of the First Refusal Property, and if Lessor desires to accept

such offer, it shall first notify and present the offer to Lessee ("First Refusal

Notice"), which notice shall include the Basic Economic Terms (as hereinafter

defined) of such Third Party Offer.

Lessee shall have a period of thirty(30) days ("Acceptance Period") following the

effective date of the First Refusal Notice to give notice to Lessor thatLessee will

lease such First Refusal Property on thesame Basic EconomicTerms as contained

in the First Refusal Notice or on substantially similar terms, reasonably acceptable

to Lessor ("Acceptance Notice"). If Lessee gives the Acceptance Notice, Lessee

shall be deemed to have agreed to consummate the transaction withinthirty(30)

days of the effective date of the Acceptance Notice.

IfLessee either waives the rightof first refusal or fails to give the Acceptance Notice

to Lessor withinthe Acceptance Period, Lessor shall be free for a period of 180

days followingthe last day of the Acceptance Period to enter into a lease withany

third party, including, without limitation, the third party who made the Third Party

Offer,to lease all or any portion of theFirst Refusal Property on substantiallythe

same Basic Economic Terms and any additional terms and conditions not

inconsistent withthe Basic EconomicTerms as containedin theoriginalThirdParty

Offerand withoutfurther noticetoor consent from Lessee. For purposes of this
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paragraph 32, "Basic Economic Terms" of any Third Party Offershall meanthe

followingterms:

(a) the portionor portionsoftheFirst Refusal Property tobe leased tothe

thirdparty;

(b) lease payments, royalties, exchange property, assumption of

obligations, or other consideration or benefits and the terms of

payment including timetablefor payment and interest charges, ifany;

(c) security arrangements, if any, including without limitation, any third

party guaranty tobe given infavor of Lessor or the affiliatetransferee

to secure the payment of the consideration referred to in paragraph

(b) above; and

(d) any other material termsof the Third-Party Offer.

Ifonlya part of the First Refusal Property is leased, this rightof first refusalshall

continue in effect for that part of the First Refusal Property not previously

transferred.

For each transactionLessee fails or elects not toexercise its right of first refusalin

accordance with this paragraph 32, Lessee shall, upon Lessor's writtenrequest,

prepare, execute and provide to Lessor a Waiver of Right of First Refusal as tothe
applicable First Refusal Property included in Lessor's First Refusal Notice.

IN WITNESSWHEREOF, the parties have caused thisinstrument to be duly executedas
oftheday and year first written above.
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LESSORS LESSEE

By

Name: Gerald M. Dimmerling Name: opp.g W . RAYMr

Title: President, Blackhawk Coal Company Title: Ÿ¾sidd
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ACKNOWLEDGMENT

STATE OF Guit;a,s. . GetWFY OF p,foko , SS:

l, the undersigned Notary Public, in and for said County and State, personally
appeared Gary M. Dimmerlingas President of Blackhawk Coal Company,and
acknowledgedthe execution of the aboveand foregoing instrument on behalf ofand by
authority of BLACKHAWKCOAL COMPANY.

Given under myhand and notarial seal this 70% day of Tuv4L. . 2004.

tµËik ,S/ //zetaw" (Printed
Name) /

Notary Public
Residing in þ sg ein fû, ., ihu.Na
My commission expires: d- lkdÁ..

STATEOF 4A
, COUNTYOF C-e A (.oek,SS:

I, the undersigned Notary Public, in and for said County and State, personally
appeared Chwad W. ANMP as frudd
and acknowledgedthe execution of theabove foregoing instrument on behalf of and by
authorityofA.C.T. OPERATINGCOMPANY.

Given under my hand and notarial seal
this3r

day of 0
2004.

HERBERTGILMORE
Commission # 1374437

Name)
(Printed

Notary Public

Residing in M(t«

Mycommissionexpires:6g la ç>ooit

28
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EXHIBIT"A"

Listingof lands owned by Blackhawk CoalCompanyas related to the Mineral
Exploration & Developrnent Agreement

Dated -Tuµç Ig .2004

Between
Blackhawk Coal Company

&
Ute Oil Company (A.C.T. Operating Company)

All Lands are in Carbon County, Utah.

Township 13 South, Range 10East 100% Surface, 100% Coal, 100% Oil & Gas
Comments Acres

Section2 All 640
Section 4 S/2SW, SWSE 120
Section 8 S/2S/2 160
Section 9 All less SWNW 600
Section 10 SE, E/2SW 240
Section 11 SW 160
Section16 NW, SW, SE, SENE 520
Section 17 NE, N/2NW 240
Section 18 N/2NE 80

TotalAcresof 100% Surface, 100% Coal,100% Oil&Gas 2,760

Township 13 South, Range 10East 100% Surface, 100% Coal, 50% Oil& Gas
Comments Acres

Section 5 N/2N/2 160
Section 6 N/2NE, NW, S/2SE

480 *50%

Net Oil& Gas Acres @50% 240

Township 13 South, Range 10East 100% SurfaceOnly-NoMinerals
Comments Acres

Section 14 NWNW 40
Section15 E/2NE, SE 240
Section20 SESE 40
Section22 N/2NE 80
Section28 NWNW 40
Section 29 NENE 40

Total Acres of 100% Surface Only-NoMinerals 480
29
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EXHIBIT"B"

IRREVOCABLESTANDBYLETTEROF CREDITFORMAT
DATE OF ISSUANCE:

[Address]

RE: Credit No.

We hereby establish our Irrevocable Standby Letter of Credit in your favor for
theaccountof (the"Account Party"), for the
aggregate amount not exceeding United States Dollars
($ ),available to you for payment at sight upon demand at our counters
at (Location) on or before the expiration hereof against presentation to us of the
following document, dated and signed by a representative of the beneficiary:

"The AccountParty has not performed in accordance with an agreement withus.
Wherefore, the undersigned does hereby demand payment of USD [Beneficiary

fillsin the amount not to exceed the full value of the letter of credit]"

Partial and multipledrawings are permitted hereunder.

We hereby agree withyou that documents drawn under and in compliancewith
the termsof this Letter of Credit shall be duly honored upon presentation as specified.

This Letter of Credit shall be governed by the Uniform Customs and Practice for
Documentary Credits, 1993 Revision, International Chamber of Commerce Publication
No. 500 (the "UCP"), except to the extent that the terms hereof are inconsistent withthe
provisions of the UCP, including but not limitedtoArticles 13(b) and 17 of the UCP, in
whichcase the termsof this Letter of Credit shall govern.

In the event of an Act of God, riot, civilcommotion, insurrection, war or any other
cause beyond our control that interrupts our business (collectively, an "Interruption
Event")and causes the place for presentation of thisLetter of Credit to be closed for
business on the last day for presentation, theexpiry date of thisLetter of Credit willbe
automaticallyextended without amendment toa date thirty(30) calendar days after the
place for presentation reopens for business.

AIIcommissions, expenses and charges incurred with this Letter of Credit are for
theaccount of theAccount Party.

{Note: Must note the Expiry Date in the format}
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AIIcommissions, expenses and charges incurred with this Letter of Credit are for
theaccount of theAccount Party.

{Note: Must note the Expiry Date in the format}
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STATE OF UTAH FORM 5DEPARTMENTOF NATURALRESOURCES

DIVISIONOF OIL,GAS AND MINING

DESIGNATIONOF AGENTOR OPERATOR

The undersigned is, on record, the holder of oil and gas lease

LEASE NAME: See Exhibit "A"

LEASE NUMBER:

and hereby designates

NAME: Oso Energy Resources Çorp.

ADDRESS: 900 MainAvenue, Suite D

city Durango state CO zip 81301

as his (check one) agent G I operator G, with full authority to act in his behalf in complying with the termsof the lease andregulationsapplicabletheretoand on whom the Division Directoror Authorized Agent may serve writtenor oral instructions insecuringcompliancewith theOiland Gas Conservation General Rules and Procedural Rules of the Board of Oil,Gas and Miningof theState of Utah withrespect to:

(Describe acreage towhichthisdesignationis applicable. Identifyeacholiand gas wellby API numberand name. Attach additionalpages asneeded.)

See attached Exhibit "A"

It is understood that this designation of agent/operator does not relieve the lessee of responsibility for compliance withthe termsof the lease and theOilandGas Conservation General Rulesand Procedural Rules of the Board of Oil, Gas and Miningof theState of Utah. Itis also understood that this designation of agent or operator does not constitute an assignment of any interest inthe lease.

In case ofdefault onthepart of thedesignated agent/operator,thelessee willmake fulland prompt compliance withall rules, leaseterms or orders ofthe Board of Oil, Gas and Mining of the State of Utah or its authorized representative.

The lessee agrees topromptly notifythe Division Director orAuthorized Agent of any change in thisdesignation.

Effective Date of Designation: 7/1/2004

BY: (Name) Da Abd W. ANU OF: (company)UteOilCompany(dbaA.C.T.OperatingCompany)

(Signature) r (Address) 201 W. Wall Street
(Title) ÈY"€¶ ‡µT city Midgaricl
(Phone) 1 * $ Ñ$- state TX zip 79701
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$tSÍC Of Utah A
DEPARTMENT OF NATURAL RESOURCES
Division of Water Rights

OLENE S. WALKER ROBERT L MORGAN JERRY D. OLDSGovernor Executive Director State Engineer/Division Director
GAYLE F.McKEACHNIE

Lieutenant Governor

September 2, 2004

Oso Energy Resources Corp.
Attn: Mary Tesitor
900 Main Avenue Suite D
Durango Colorado 81301

Re: Drilling Process Water' Helper Field - Carbon County, Utah

Dear Mary:

In response to your letter dated August 27, 2004, please be advised that if RN Industries will beusing water from either Price City, or Price River Water Improvement District (PRWID), it willnot be necessary to obtain a water right for the drilling of the five proposed wells.

I hope this will answer the questions about the need for a waterright. Should you have furtherquestions, please feel free to call.

Sincerely,

Mark P. Page
Regional Engineer

MPP/mjk

/Southeastem Region, Price Office,453 S Carbon Avenue, P.O. Box 718, Price, UT 84501-0718
telephone(435) 637-1303 • facsimile (435) 637-7937• www.waterrights.utah.gov where ideas
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0
Os* ENERGV RMSOURCES ORP.

900 Main Ave, Suite D Ph: 970-247-4126
Durango, CO 81301 Fax: 970-247-1047

Friday August 27, 2004

Division of Water Rights
Mark Page
Via Facsimile: 435-637-7937

Dear Mark,

Per our phone conversation, Tuesday August 24, 2004, the Ute Oil Company (dba, ACT Operating
Company) will begin the drilling at least 5 wells in the Helper Field outside the town of Kenilworth, Utah
in Carbon County. We are in the process of submitting APDs and are in need of evidence of approval
from your office for use of water. We will be using water in the drilling process supplied from RN
Industries out of Roosevelt, Utah. Their source for water is cityof Price using the loading docks located
next the Fairgrounds.

We will also be using RN Industries to haul and dispose of the produced salt water, once the wells are
complete.

Please let me know if you need any further information. If you could please mail for fax a copy of the
approval to my attention at your earliest convenience.

Best Regards,

Mary Tesitor
Engineering Technician, Oso Energy Resources
Agent for ACT Operating
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. . M B. (FMIBKIUm OFCARIGI
ûUITCLAIMDEED ¾" '·***

THIS QUITCLAIMDEED,is made effective the 12th day of February, 1997, by and
between BLACKHAWKCOALCOMPANYYBlackhawk'),a Utah corporation, withan
address at General Office, P. O. Box 700, Lancaster, Ohio 43130-0700, and CYPRUS
WESTERNCOALCOMPANY ("Cyprus"), a DefaWare corporation,with an address at
9100 E. Mineral Circle, P. O. Box 3299, Englewood, Colorado 80155 (hereinafter
collectively referred to as "Grantor', whether one or more), and CARBONCOUNTY,
a body corporate and politic organl2edunder the laws of the State of Utah, acting by
and through its Board of County Comtnissioners, with an address of Carbon County
Courthouse, Price, Utah 84501 (hereinafter referred to as "Grantee").

WITNESSETH:

THAT, WHEREAS,by OuitclaimDeed and Agreement (Surface Estate) dated effective
December 14, 1995, Blackhawk conveyed to Cyprusall of its right, title and interest
in and to certain surface estates located in Carbon County, Utah, the same being
recorded in Book 366, Page 502, Carbon County, Utah, to which record reference is
made herein for all purposes; as amended by that certain Corrected Quitclaim Deed
and Agreement (Surface Estate) dated effective December 14, 1995, the same being
recorded in Book 373, Page 256, Carbon County, Utah, to which record reference is
made herein for all purposes; and

WHEREAS, Grantor owns or controls the surface of all of that certain tract or parcelof land (the "Surface Land") situated in the County of Carbon, State of Utah, asfurther described in Exhibit "A" attached hereto and made a part hereof; and

WHEREAS, Grantor desires to make a charitabledonation of the Surface Land, to beused for recreational purposes only, to Grantee;and

WHEREAS, Grantes desires to eccept a charitabledonation of the Surface Land, to beused for recreational purposes only, from Grantor.

NOW, THEREFORE,Grantor, for and in considerationof the good will to be derivedfrom the charitable donation of the Surface Land,to be used for recreational purposesonly, to Grantee and other good and valuableconsideration, the receipt and sufficiency,of which are hereby ackrtowledged, does hereby remise, release and forever quitclaimunto Grantee and to its successors and assigns forever, att of Granto<'s right, title,interest, claim and demand, both at law and in equity, of, in and to the Surface Landto be used for recreational purposes only.

TOGETHERwith all of the rights, privlieges and franchises thereto incident, and allandsingular the tenements, hereditaments and appurtenances thereunto or in anywiseappertaining, and the rente, issues and profits thereof; and also all the right, title,
utged.0024tg
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interest, property, possession, claim and demand whatsoever, as well in law as in
equity,of Grantor, of, in or to the premises and every part and percel thereof, with the
appurtenances, Including all after acquiredtitle.

TO HAVE AND TO HOLD, all and singular the said premlses, together with the
appurtenances unto Grantee and to its successorsand assigns forever.

SUBJECT70 (1) AII prior oil and gas leases: (2) all prior conveyances of record of
portions of the Surface Land or Interests in the Surface Land, or of any rights, titlesor interests therein; (3} existing oiland gas welfs; (4) reservations of rights to drill foroil, gas, water and other minerals of record; (5) all exceptions, reservations,
conditions, riGhts, privileges, easements, encumbrances or rights-of-way as arecontainedwithln prior instruments of record affecting the Surface Land or as areapparent from an inspection of the SurfaceLand; and (6) any discrepancies, conflictsin boundary lines, shortage of area, encroachments and any facts which a correctsurveyand inspection of the premises woulddisclose and which are not shown by thepublic records.

RESERVINGUNTO GRANTOR, without in any manner expanding or increasing theestate hereby granted and to the extentnot previously reserved, ail minerals, mineralinterests, fissionable materials, coals, oils,gases, geothermal resources, clays, spars,potash, sand, gravel, asphalt, commercialrock, reins, todesand deposits of every kindand nature whatsoever (collectively¶eserved Minerals")in, on or under the SurfaceLand, together with the right to enter upon the Surface Land to explore for, develop,mine,produce, remove by any methodor process the same, and to build such roads,pipelines, power or telephone fines, railroads, structures, openings or facilities upon,over or across the Surface Land as may be necessary for or cotwenierst to the mining,producing, exploration for, removal or processing of any of the foregoing.
ALSO, RESERVING UNTO GRANTORthe right to use allexisting roadways and railroadtracks, if any, and the right to maintain, operate, repair or replace all existing powerlines, pipelines, teîephone lines, roads, railroads or other like facilities which presentlyexist upon the Surface Land and which are presently in place, including, withoutlimitation, the right to receive all rents, royalties, locome and consideration from theReserved Minerats and any reversionary interest of Grantor.
ALSO, RESERVING UNTO GRANTOR any and all further reserved mining anddevelopment rights as those rights are set forth In previous conveyances of recordeffecting the Surface Land es if fully set forth in this Quitelaim Deed.

utw.coats
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IN WITNESS WHEREOF, Gramor and Grantee have executed this Quitclaim Dead
effectiveon the date first above written,

GRANTOR:

BLACKHAWKCOAL COMPANY

CharlesA. Ebetino, Mrf ,e/gg eg ¿-¿¿·7µ
Presidem

CYPRUSWESTERNCOAL COMPANY

By
G. A. alker
Vic esident

GRANTEE:

, ,4 CARBONCOUNTY,a body corporate and politic
- 15. OR organized under the lawa of the State of Utah

Name:_WilliamD. Krompel.o OOY Title: Countv.Cornmissloner
ÔP G

Ry
. Name: MlchaelS. Milovich

Te t Title: County Co missigner
BERT P , PERO, COUNTY CLERK

By:
Name: NÀBreinholt
Title:Countv Commissioner

.

urged.0021tg
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CORPORATE ACKNOWLEDGMENT - UTAH
STATEOF OHIO i

COUNTYOFR I

On the .ÑÑ day of f A.D. 1997, personally appeared
before me Charles A. Ebetino, Jr. o, being by me duly sworn, did say, that he isresident of Blackhawk Coal Company, and that said instrument was signed inbehalf of said corporation by authorityof its by-laws, and said Charles A. Ebetino, Jr.
ecknowledged to me that said corporation executed the same.

Notary Pubile

UNNETHE.14cDONOUGH,AttorneyAtLaw
hMJUMLI I Unik, gin IÑwn

gyçëlnusuor hu na upushm dile
Address " '

My Commission explres: ORrf

CORPORATEACKNOWLEDGMENT- UTAH
STATEOF COLORADO )

) ss.
COUNTYOF ARAPAHOE )

On the 12th day of Februarv.A.D. 1997, personally appeared before me G. A. Walker,who being by me duly sworn, did say, that he is a Vice President of Cyprus WesternCoal Company, and that said instrument was signed in behalf of said corporation byauthority of its by-laws, and said G. A. Walker acknowledged to me that saidcorporation executed the same.

. > Notary Pubilo V

<t Address
of

My Commission expires: J - Ä Ÿ-20d OMycor.rssalmE uso MDCD

utged.00%
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COUNTY ACKNOWLEDGMENT - UTAN

STATEOF UTAH l
) ss.

COUNTYOF CARBON l

On the 5th day of NAacH
. A.D. 1997, personelly appeared before me

William D. Krompel, Michael S. Milovich and Neil Breinholt, who being by me duty
swom, did say, that they are the duly elected, qualified and acting membersof the
Board of County Cornmissioners of Carbon County, a body corporate and politic
organizedunder the laws of the State of Utah; that the above and foregoing document
was signed by each of them in accordance with a resolution of the said Board of
County Commissioners, duly passed in regular meeting on the seh day of

MARCH , 1997; and that the said action was the action of the said Boardof County Commissioners.

Pu

250 HILL STREEI
- -.

MFT PFP by 84576
,. -. KA.LYUNHANSEN Address

brLaER. UTAW susts My Commissiofi expires: SEPTEMBER28, 1999COMKE1(P,9-29-99
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CAMERA ANGLE:SOUTHERLY

CAMERA ANGLE: WESTERLY

WAREQURVEYING& ENGINEERING,LLd. UTE OIL COMPANY
DATE:10-28-04' BALLPARK CANYON #1Phone: 435-637-2620 2223 North 1200 West PHOTOEmail: waresurveying@emerytelcom.net Helper, Utah



UTE OIL COMPANY
APPROX. TOP OF

6630 BALLPARKCANYON#1
CUT SLOPE NOTES

667
• APPROXIMATEEARTHWORKVOLUMES

6" TOPSOIL STRIPP1NG= 440 CU. YDS.
CUT 6 5 REMAININGLOCATION = 270 CU. YDS.

PIT CUT = 530 CU.YDS.
TOTAL CUT = 1,200 CU. YDS.
TOTAL FILL = 40 CU. YDS.

6s • CUT ANDFILL SLOPES ARE 1 i: 1

• PIT CUT SLOPES ARE 1 : 1

• PIT CAPACITY WITH 2'OF FREEBOARD
1S1,770 Bbts.

FILL 0.7

o

GRAPHIC

1 IN = 40 FT

WARESURVEYING& ENGINEERING,L.L.C.
Phone:435-637-2620 2223 North 1200 West

C Email: wareswveying@emerytelcom.net Helper, Utah 84526

\ CUT 1.0' y
SURVEY FOR:

\ \ 27 UTE OIL COMPANY
es \ \ BALLPARK CANYON #1

EXISTINGBALLPARK KENILWORTH, CARBON COUNTY, UTAH

FENCE SECTION 16, T. 13 S., R. 10 E., S.L.B. & M.
- N DRAWN BY: MCW SCALE: 1" = 40'

CHECKED BY BTSW JOB NO UTE-2004-03
ELEVATION OF UNGRADED GROUND AT LOCATION STAKE = 6592.5 FT.
ELEVATIONOF GRADED GROUND AT LOCATIONSTAKE= 6592 FT. DATE: 10-29-04

LOCATIONLAYOUT
REVISIONS:
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UTE OIL COMPANY
BALLPARKCANYON#1

NOTES
• APPROXIMATE EARTHWORK VOLUMES
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WORKSHEET .

A ICATION FOR PERMIT TO DRILL

APD RECEIVED: 11/18/2004 API NO. ASSIGNED: 43-007-31015

WELL NAME: BALLPARK CANYON #1

OPERATOR: UTE OIL COMPANY ( N2675 )

CONTACT: MARY TESITOR PHONE NUMBER: 432-683-4640

PROPOSED LOCATION:

SESW 16 130s 100E INSPECT LOCATN BY: / /

SURFACE: 1884 FWL 1072 FSL Tech Review Initials Date
BOTTOM: 1884 FWL 1072 FSL

CARBON Engineering >C<i 2> (21
HELPER ( 18 ) Geology |

LEASE TYPE: 4 - Fee Surface
LEASE NUMBER: FEE

SURFACE OWNER: 4 - Fee
LATITUDE: 39.69110

PROPOSED FORMATION: MNCS

COALBED METHANE WELL? YES LONGITUDE: -110.8085

RECEIVED AND/OR REVIEWED: LOCATION AND SITING:

\/' Plat R649-2-3.

/ Bond: Fed[] Ind[] Sta[] Fee[]
Unit

(No . )
Potash (Y/N) R649-3-2. General

Oil Shale 190-5 (B) or 190-3 or 190-13 Siting:460 From Qtr/Qtr & 920'Between Wells

Water Permit \/ R649-3-3. Exception

(No.PRWID )
Drilling Unit

RDCC Review (Y/N)
Board Cause No:(Date: ) Eff Date:

Fee Surf Agreement N) Siting:

R649-3-ll. Directional Drill

COMMENTS: på
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DIVISION OF OIL, GAS AND MINING
APPLICATION FOR PERMIT TO DRILL

STATEMENT OF BASIS

OPERATOR: Ute Oil Company
WELL NAME & NUMBER: Ballpark Canyon #1
API NUMBER: 43-007-31015
LOCATION: 1/4,1/4 SESW See:16 TWP: 13 S RNG: 10 E 1884 FWL 1072 FSL

Geology/Ground Water:

Significant volumes of high quality ground water are unlikely to be encountered at this location. A poorly to
moderately permeable soil is likely to be developed on the quaternary/ Tertiary Pediment Mantle covering the
Blue Gate Member of the Mancos Shale, but it does not appear to be charged with any significant volume of
groundwater. The proposed casing and cementing program should adequately isolate any zones of fresh water
that mav be penetrated. No water rights have been filed within a mile of the location.

Reviewer: Christopher J. Kierst Date: 12/21/2004

Surface:

Proposed location is ~610 feet northwest of Kenilworth, Carbon County, Utah. The immediate area surrounding the
proposed well is mining activities and recreation. Locationis staked on property owned by Carbon County through
a quit claim deed that stipulates surface ownership reverts back to AEP upon any mineral development. Access to
this well will be along existing County maintained roads, existing gas field roads, and upgraded two-track roads,
skirting around town on the north and west sides. The direct area drains to the southwest into dry wash drainages,
eventually making its way into the Price River, a year-round live water source, ~3.5 miles southwest. Dry washes
are common throughout the area. Other issues talked about were; location lavout, lining the reserve pit, watershed
and runoff control, access and right-of-ways, as well as concerns and potential concerns of nearby residents. M.
Jones (DOGM), Gary Trotter (Oso Energy),CodyWare (WS&E), GaylaWilliams, Rex Sacco(CarbonCounty),and
Tonya Hammond (AEP) were all in attendance for this on-site. Carbon County was interested in addressing any
concerns of the townsfolk as well road traffic and other County government concerns.

Reviewer: Mark L. Jones Date: December 10, 2004

Conditions of Approval/Application for Permit to Drill:

1. A synthetic liner with a minimum thickness of 12 mils shall be properly installed and maintained in the
reserve
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900 Main Ave, Suite D Ph: 970-247-4126
Durango, CO 81301 Fax: 970-247-1047

Mr. Bill Heffner December 15, 2004
Ms. Virginia Shepherd
Mr. Ray Hansen
HCR 35, Box 93
Kenilworth, UT 84529

Re: GasWellsNear Kenilworth

Dear Residents of Kenilworth:

Thank you very much for your letter of December 13. I am pleased to hear that you came
to a general consensus concerning the gas well issues. I know it has been challenging and
I do understand your frustrations. As I stated on October 16, Oso Energy is committed to
beinga good corporatecitizenand to creating as positive a public relations imageas
possible. I am writing this letter in response to your concerns and suggestions.

We agree that a progressing cavity pump is the smallest and quietest pump that is
acceptable for use in coalbed methane production. We will agreeto using this typepump
in the Ballpark CanyonWell #1, the Kenilworth RailroadWell #1 and #2. Theseare the
threewells you have expressed concerns about noise. It will be importantto housethe
surfacedrive units to insure that they are quiet and we will agree to do this. It is our
intent to paint the pump houses a color thatwill blend in with the surroundings. The
houseswill also be locked to prevent accidents or vandalism.

The next issue is the roads to access thewell sites. As you state in your letter, accessing
the Kenilworth Railroad Wells #1 and 2 by existing dirt roads will avoid using paved
community streets. The only way to access theBallpark well is to improve the old road
that faces Kenilworth from the north (across the hillside) and come in to this road by way
of the existing dirt road from the Kenilworth Railroad Well #1. If you would prefer, we
could use the paved road (Second North Street7)rather than improving the old dirt road.
Please let me know what you would prefer. We will agree to use magnesium chloride on
all of our dirt roads and the well pads at theBallpark and K. Railroad #1 wells for dust
reduction.

The last issue is probably the most difficult. The manner in which you prioritized your
list is an excellent method to communicate your desires. I would like to suggest that I
contact
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a local landscapedesign firm and discuss the redevelopment of the old townpark in the
southeast corner of Kenilworth. I have personally been there and understand clearly what
you are addressing. We could put togethera plan and present it to you for your comments
andultimate approval. I wouldn't want to commit to a specific plan of action at this time
until we investigatethe costs involved but I like the general idea very much. I also think
that a "Welcome to Kenilworth" sign would be very worthwhile project. Perhaps we
couldoffer some options for that and you couldinvolveyourcommunity in decidingwhat
theywant.

OsoEnergy is in the business of developing coalbed methane resources. We are a
technicalteam not a public relations firm. But wë do have strong values and I wanted
very much to communicate that to you at our first meeting. I appreciate your willingness
to work with us in an even temperedmanner. Withthe attitude you present in your letter,
I am confident that we can work together to come up with a mutually beneficial plan.
Thanks again for your time and effort and I will contact you as soon as possible with a
park redevelopment plan.

Very trulyyours,

C L. Trott- ¯
Vice President

Cc: Carbon CountyCommissioners
Ms. GaylaWilliams, CarbonCounty
Mr. Mark Jones, Stateof Utah
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900 Main Ave, Suite D Ph: 970-247-4126
Durango, CO 81301 Fax: 970-247-1047

HelloMark -

I copiedyou on this letter to the residents of Kenilworthso that you could seewe are
communicating. I receiveda letter fromBill Hefner several daysafter our on-site
inspectionof the Ballparkwell location. Do you thinkit would be possiblefor you to
release your comments to SaltLake regarding the Ballpark well? I would surely like to
get our permitin January some time. I hope you see that we are doingall we can to work
withthe residents of Kenilworth. I appreciateyour consideration.

RECElygg
DEC20 2004

004 PRICEFIELD
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ON-SITE PREDRILL EVALUATION

Division of oil, Gas and Mining

OPERATOR: Ute Oil Company
WELL NAME & NUMBER: Ballpark Canyon #1
API NUMBER: 43-007-31015

LEASE: Fee FIELD/UNIT:
LOCATION: 1/4,1/4 SESW Sec: 16 TWP: 13S RNG: 10E 1884 FWL 1072 FSL
LEGAL WELL SITING: 460 F SEC. LINE; 460 F 1/4,1/4 LINE; 920 F ANOTHER WELL.
GPS COORD (UER): X= 516419 E; Y= 4393281 N SURFACE OWNER: American Electric
Power.

PARTICIPANTS
M. Jones (DOGM), Gary Trotter (Oso Energy), Cody Ware (WS&E), Gayla
Williams, Rex Sacco (Carbon County), Tonya Hammond (AEP).

REGIONAL/LOCAL SETTING & TOPOGRAPHY

Proposed location is ~610 feet northwest of Kenilworth, Carbon County,
Utah. The immediate area surrounding the proposed well is mining
activities and recreation. Location is staked on property owned by
Carbon County through a quit claim deed that stipulates surface
ownership reverts back to AEP upon any mineral development. ACCess to
this well will be along existing County maintained roads, existing gas
field roads, and upgraded two-track roads, skirting around town on the
north and west sides. The direct area drains to the southwest into dry
wash drainages, eventually making its way into the Price River, a year-
round live water source, ~3.5 miles southwest. Dry washes are common
throughout the area.

BURFACE USE PLAN

CURRENT SURFACE USE: Mining, grazing, and wildlife habitat.

PROPOSED SURFACE DISTURBANCE: 140' x 160' w/ 30' x 80' x 10' included
pit.

LOCATION OF EXISTING WELLS WITHIN A 1 MILE RADIUS: 5 producing,
proposed, shut-in, injection, and/or PA wells are within a 1 mile radius
of the above proposed well.

LOCATION OF PRODUCTION FACILITIES AND PIPELINES: On location and along
roadway.

SOURCE OF CONSTRUCTION MATERIAL: Obtained locally and trucked to site.

ANCILLARY FACILITIES: None anticipated.

WILL DRILLING AT THIS LOCATION GENERATE PUBLIC INTEREST OR CONCERNS?
(EXPLAIN): Noise due to amphitheatre affect off of the cliffs behind

Kenilworth town has been a voiced concern from townspeople. Locals have
voiced their concerns and objections due to the relative closeness to
town of the access roads and well sites. I have not heard much in
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O Oway of comments or concerns from locals regarding the Anadarko Petroleum
wells also located in close proximity to the town-site. I feel this has
been due to their willingness to work with the community and the fact
that they are sensitive to the concerns and potential concerns the
community has had or might have in the future.

WASTE MANAGEMENT PLAN:

Garbage - All garbage will be removed from site and disposed at the
appropriate disposal facility.

Reserve pit contents - ECDC Environmental of Carbon County. Will haul
and test as necessary all contents of reserve pit.

Produced Water - Will be hauled from site and disposed of in the
appropriate disposal facility, unless agreements with other operators
can be made to dispose produced water in existing disposal well.

Sanitation Facilities -- Will be supplied and cleaned as necessary during
drilling operations.

ENVIRONMENTAL PARAMETERS

AFFECTED FLOODPLAINS AND/OR WETLANDS: Dry washes are common throughout
the immediate area of the proposed well location.

FLORA/FAUNA: Weeds, grasses, deer, rodents, fowl.

SOIL TYPE AND CHARACTERISTICS: Rock clay.

SURFACE FORMATION & CHARACTERISTICS: Disturbed Mancos Shale and Mesa
Verde sandstones

EROSION/SEDIMENTATION/STABILITY: Erosive upon disturbance.

PALEONTOLOGICAL POTENTIAL: None observed.

RESERVE PIT

CHARACTERISTICS: Dugout earthen, 30'x80'x10', included w/in location.

LINER REQUIREMENTS (Site Ranking Form attached): Liner required.

SURFACE RESTORATION/RECLAMATION PLAN

As per surface use agreement.

SURFACE AGREEMENT: Signed.

CULTURAL RESOURCES/ARCHAEOLOGY: None requested by landowner.

OTHER OBSERVATIONS/COMMENTS

Property owned currently by the County through a quit claim deed from
the coal company to the County. A ballpark was built on the site,
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the coal company, ich was also given to the County. The quit claim
deed states that the surface will revert back to the Coal Company if the
mineral were ever to be developed. Gary Trotter has offered to re-
locate the ballpark or replace it with something else as a means of
mitigation for removing the existing ballpark to built the proposed
well-site. Mr. Trotter and the County have not discussed a final
decision regarding this mitigation as of the date of the on-site.

ATTACHMENTS

Photos of this location were taken and placed on file.

Mark L. Jones December 10, 2004 / 9:00 am
DOGM REPRESENTATIVE
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E uation Ranking Criteria and Ranking are
For Reserve and Onsite Pit Liner Requirements

site-specific Factors Ranking Site Ranking

Distance to Groundwater (feet)
>200 0
100 to 200 5
75 to 100 10
25 to 75 15
<25 or recharge area 20 ___0

Distance to Surf. Water (feet)
>1000 0
300 to 1000 2
200 to 300 10
100 to 200 15
< 100 20 0

Distance to Nearest Municipal
Well (feet)

>5280 0
1320 to 5280 5
500 to 1320 10
<500 20 0

Distance to Other Wells (feet)
>1320 0
300 to 1320 10
<300 20 0

Native Soil Type
Low permeability 0
Mod. permeability 10
High permeability 20 __20

Fluid Type
Air/mist 0
Fresh Water 5
TDS >5000 and <10000 10
TDS >10000 or Oil Base Mud Fluid 15

containing significant levels of
hazardous constituents 20 10

Drill Cuttings
Normal Rock 0
Salt or detrimental 10 0

Annual Precipitation (inches)
<10 0
10 to 20 5
>20 10 5

Affected Populations
<10 0' 10 to 30 6
30 to 50 8
>50 10 10

Presence of Nearby Utility
Conduits

Not Present 0
Unknown 10
Present 15 15

Final Score 60 (Level I Sensitivity)

Sensitivity Level 1= 20 or more; total containment is required, consider criteria for excludina pit use.
Sensitivitv I.evel II = 15-19; lining is discretionary.
Sensitivity Level lII = below 15: no specific lining is
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STATE OF UTAH, DIVISION OF WATER RIG Page 1 of 1

Stata Online s Search Utah.gov

WRPLAT Program Output Listing

Version: 2004.11.16.00 Rundate: 12/21/2004 04:40 PM

Radius search of 5280 feet from a point N1072 E1884 from the SW corner, section 16, Township 13S, Range 10E, SL b&m
Criteria:wrtypes=W,C,E podtypes=all status=U,A,P usetypes=all

8 9 10

0 700 1400 2100 2600 Ft

Water Rights

WR Number Diversion Type/Location Well Log Status Priority Uses CFS ACFT Owner Name
91-2177 Point to Point P 18690000 S 0.011 0.000 BLACKHAWK COAL COMPANY

0 0 16 13S 10E SL 700 MORRISON ROAD

Natural Resources | Contact | Disclaimer | Privacy Policy | Aggammibility
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STATE OF UTAH - DIVISION OF WATER RIGHTS- DATA PRINT OUT f or 91-2177

(WARNING: Water Rights makes NO claims as to the accuracy of this data.) RUN DATE: 12/21/2004 Page 1

WRNUM: 91-217/ APPLICATION/CLAIM NO.: CERT, NO

OWNERSHIP************************************************** ******* ****************** ****************************

NAME: Blackhawk Coal Company
ADDR: 700 Morrison Road

Gahanna, OH 43230-6642

LAND OWNËD BY APPLICANT? Yes

DATES, ETC.***************************************************** *** **** **************************************

FILED: PRIORITY: UB BEGAN UB ENDE EWS R

ProtestEnd: PROTESTED: [No ] HEARNG HLD SE ACTION: [ ] ActionDate PROOF DUE:
EXTENSION: ELEC/PROOF: [ ] ELEC/PROOF CERT/WUC: 08/11/1969 LAP, ETC: PROV LETTER:

RENOVATE: |RECON REQ: TYP2:

PD Book No. 3 Map: 42ac

Type of Right: Diligence Claim Source of Info: Proposed Determination Status:

LOCATION OF WATER RIGHT*************************************************************************************************************

FLOW: 0.011 ofs SOURCE: Unnamed Spring

COUNTY: Carbon COMMON DESCRIPTION:

POINT OF DIVERSION:

( 1)Stockwatering directly on spring located in NE4SE4 Sec 16, T13S, R10E, SLBM
Source:

USES OF WATER RIGHT************************************************************ *************************************

WATER RIGHT CLAIMS IN COMMON: 2176,2177,2178,2338

###STOCKWATERING: 1200 Cattle or Equivalent Diversion Limit: 33.6 ac-ft. PERIOD OF USE: 01/01 TO 12/31
****************************************************************kkkkkkk±************************************************************

*******************************************************END OF D A T A********************************************************

O O
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12-04 Ute Oil Ballpark Can 1
Casing Schematic
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9 0
Well name: 12-04 Ute Oil Ballpark Canyon 1
operator: Ute Oil Company
String type: Surface Project ID:

43-007-31015
Location: Carbon County

Design parameters: Minimum design factors: Environment:
Collapse Collapse: H2S considered? No

Mud weight: 8.400 ppg Design factor 1.125 Surface temperature: 75 °F
Design is based on evacuated pipe. Bottom hole temperature: 79 °F

Temperature gradient: 1.40 °F/100ft
Minimum section length: 250 ft

Design factor 1.00 Cement top: Surface
Bumt

Max anticipated surface
pressure: 282 psi

Internal gradient: 0.120 psilft Tension: Non-directional string.
Calculated BHP 320 psi 8 Round STC: 1.80 (J)

8 Round LTC: 1.80 (J)
No backup mud specified. Buttress: 1.60 (J)

Premium: 1.50 (J)
Body yield: 1.50 (B) Re subsequent strings:

Next setting depth: 4,680 ft
Tension is based on buoyed weight. Next mud weight: 8.400 ppg
Neutral point: 280 ft Next setting BHP: 2,042 psi

Fracture mud wt: 19.250 ppg
Fracture depth: 320 ft
Injection pressure 320 psi

Run Segment Nominal End True Vert Measured Drift Internal
Seq Length Size Weight Grade Finish Depth Depth Diameter Capacity

(ft) (In) (Ibs/ft) (ft) (ft) (in) (ft')
1 320 8.625 24.00 J-55 ST&C 320 320 7.972 15.4

Run Collapse Collapse Collapse Burst Burst Burst Tension Tension Tension
Seq Load Strength Design Load Strength Design Load Strength Design

(psi) (psi) Factor (psi) (psi) Factor (Kips) (Kips) Factor
1 140 1370 9.811 320 2950 9.22 7 244 36.35 J

Prepared Clinton Dworshak Phone: 801-538-5280 Date: December 23,2004
by: Utah Div. of Oil & Mining FAX: 801-359-3940 Salt Lake City, Utah

Remarks:
Collapse is based on a vertical depth of 320 ft, a mud weightof 8.4 ppg The casing is considered to be evacuated for collapse purposes.
Collapse strength is based on theWestcott, Dunlop & Kemler method of biaxial correction for tension.

Burst strength is not adjusted for tension.

Engineering responsibilityfor use of this design wi/Ibe that of the
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Well name: 12-04 Ute Oil Ballpark Canyon 1
Operator: Ute Oil Company
stringtype: Production Project ID:

43-007-31015
Location: Carbon County

Design parameters: Minimum design factors: Environment:
Collapse Collapse: H2S considered? No

Mud weight: 8.400 ppg Design factor 1.125 Surface temperature: 75 °F

Design is based on evacuated pipe. Bottom hole temperature: 141 °F

Temperature gradient: 1.40 °F/100ft
Minimum section length: 1,500 ft

Design factor 1.00 Cement top: 1,236 ft
Burst

x anticipated surface
pressure: 1,481 psi

Internal gradient: 0.120 psilft Tension: Non-directional string.
Calculated BHP 2,042 psi 8 Round STC: 1.80 (J)

8 Round LTC: 1.80 (J)
No backup mud specified. Buttress: 1.60 (J)

Premium: 1.50 (J)
Body yield: 1.50 (B)

Tension is based on buoyed weight.
Neutral point: 4,084 ft

Run Segment Nominal End True Vert Measured Drift Internal
Seq Length Size Weight Grade Finish Depth Depth Diameter Capacity

(ft) (in) (Ibs/ft) (ft) (ft) (in) (fta)
1 4680 5.5 17.00 J-55 ST&C 4680 4680 4.767 161.3

Run Collapse Collapse Collapse Burst Burst Burst Tension Tension Tension
Seq Load Strength Design Load Strength Design Load Strength Design

(psi) (psi) Factor (psi) (psi) Factor (KIps) (Kips) Factor
1 2042 4910 2.404 2042 5320 2.61 69 229 3.30 J

Prepared ClintonDworshak Phone: 801-538-5280 Date: December 23,2004
by: Utah Div. of Oil&Mining FAX: 801-359-3940 Salt Lake City,Utah

Remarks:
Collapse is based on a vertical depth of 4680 ft, a mud weight of 8.4 ppg The casing is considered to be evacuated for collapse purposes.
Collapse strength is based on the Westcott, Dunlop & Kemier method of biaxial correction for tension.

Burst strength is not adjusted for tension,

Engineering responsibility for use of this design wi/Ibe that of the
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CARBON COUNTY Ÿt.ANNING AND BUILDING DEPARTMENTS
120 EastMain Street - Price,Utah 84501 · (435) 636-3240 • Fax1435)636-3264

December 28, 2004 RECEIVED
Mr.Bill Heffner RECEIVED JANO3 2005
Ms. VirginiaShepherd JAN- 3 2005
Mr. Ray Hanson UL GAS&UN
HCR35, Box 93 OGMPRICEFIELDOFFICE
Kenilworth,UT 84529

Re: Gaswells near Kenilworth

DearResidents of Kenilworth:
The Countyhas watched with interest the interactionbetweenyou andOSOEnergy

ResourcesCorporation, the company planning to drill gas wells in the areasurrounding
Kenilworth.

Althoughwe appreciate your concernsin not wantingnegativeimpactsfromgas
exploration,we remind you that Kenilworth hasa longhistoryof beingan industrialtown;in
fact, it beganas a companycoal town. TheCounty'spositionis thatas longas energy
developmentis doneproperly,we are supportiveof suchdevelopment.

We supportOSO's projectas it has beenpresentedto us, whichincludesusing the old
railroad grade for access to the well in the ballpark area. This well is in compliance with the
M&Gzoning district in which it is located;OSOhas beenvery cooperative in locating the well
as far from any residence as is physically possible.

Regardingthe park proposed to be builtby OSO in the southeast area of Kenilworth, (or
any other such facilitylocatedanywhere in Kenilworth) we havebeeninformedthat the County
will not provide perpetualmaintenance.Technically,Kenilworth is a subdivision of the County,
and we do not becomeinvolvedin subdivisionimprovementsanywherein the County.

Pleasecontactour officeif you have anyfurtherquestions.

Sincerel ,

Gay a M. Williams
DeputyZoningAdministrator

cc: CountyCommissionersMilovich,Krompeland Burge
Membersof the PlanningCommission
GaryTrotter, OSO Corporation
Mark Jones,DOGM

Dave Levanger Lew Karenko
Building Officini/Director of Pinnning Deputy Building Official
636-3261 636-3262

GaylaWilliams Rex Succo KathyChatterton
DeputyZonmgAdmimstrmor Lands and Access Coordinator Administrative Assistum
636-3710 636-3712



12/27/2004 08:50 9782471047 OSO ENERGY PAGE 01

0 0
900 MainAvenue Ste. D
ouRANoo.costao' Oso Enerny Resources
$70-2474120
970.247A047 (FAX)

Fax
Tel ClintonDworshak Froom MaryTesitor

Fem 801450-3940 Pages: 2 includingcover

Phones 801-5384280 Date: 12/27/2004

Re: 00:

0 Urgent E par Review O Plasse Comment O Please Reply O Please Recycle

e commenen:
Please ind the attacheclschernaticfor the BallparkCanyon #1 Well, I apologizefor the
oversight ofincludingthiswithouroriginalpackage.

Thanks foryourhelp,
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ooy O e
OLENE S. WALKER

Governor

GAYLE F. McKEACHNIE
Lieutenant Governor

State f Utah January 3, 2005

Department of
Natural Resources

ROBERT L MORGAN
ExecutiveDi ector Ute Oil Company

201 W Wall Street, #806
Division of Midland, TX 79701

Oil, Gas & Mining
MARYANN WRIGHT

Acting Division Director Re: Ballpark Canvon #1 Well, 1884' FWL, 1072' FSL, SE SW, Sec. 16,
T. 13 South, R. 10 East, Carbon County, Utah

Gentlemen:

Pursuant to the provisions and requirements of Utah Code Ann.§ 40-6-1 et
seq., Utah Administrative Code R649-3-1 et seq., and the attached Conditions of
Approval, approval to drill the referenced well is granted.

Appropriate information has been submitted to DOGM and administrative
approval of the requested exception location is hereby granted.

This approval shall expire one year from the above date unless substantial and
continuous operation is underway, or a request for extension is made prior to the
expiration date. The API identification number assigned to this well is 43-007-31015.

Sincerely,

J hn R. Baza
Associate Director

pab
Enclosures

cc: Carbon County Assessor

f
1594 West North Temple, Suite 1210, PO Box 145801, Salt Lake City, UT 84114-5801 e
telephone(801)S38-5340•facsimile(801) 359-3940•TTY (801)538-7458 - www.ogm.utah.gov Where ideas
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This approval shall expire one year from the above date unless substantial and
continuous operation is underway, or a request for extension is made prior to the
expiration date. The API identification number assigned to this well is 43-007-31015.

Sincerely,

J hn R. Baza
Associate Director

pab
Enclosures

cc: Carbon County Assessor

f
1594 West North Temple, Suite 1210, PO Box 145801, Salt Lake City, UT 84114-5801 e
telephone(801)S38-5340•facsimile(801) 359-3940•TTY (801)538-7458 - www.ogm.utah.gov Where ideas
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Operator: Ute Oil Company
Well Name & Number Ballpark Canyon #1
API Number: 43-007-31015
Lease: Fee-BH-61504

Location: SE SW Sec. 16 T. 13 South R. 10 East

Conditions of Approval

1. General
Compliance with the requirements of Utah Admin. R. 649-1 et seq., the Oil and Gas
Conservation General Rules, and the applicable terms and provisions of the approved
Application for permit to drill.

2. Notification Requirements
The operator is required to notify the Division of Oil, Gas and Mining of the following
actions during drilling of this well:

• 24 hours prior to cementing or testing casing
• 24 hours prior to testing blowout prevention equipment
• 24 hours prior to spudding the well
• within 24 hours of any emergency changes made to the approved drilling program
• prior to commencing operations to plug and abandon the well

The following are Division of Oil, Gas and Mining contacts and their work telephone
numbers (please leave a voice mail message if the person is not available to take the call):

• Dan Jarvis at (801) 538-5338
• Carol Daniels at (801) 538-5284 (spud)

3. Reporting Requirements
All required reports, forms and submittals will be promptly filed with the Division,
including but not limited to the Entity Action Form (Form 6), Report of Water
Encountered During Drilling (Form 7), Weekly Progress Reports for drilling and
completion operations, and Sundry Notices and Reports on Wells requesting approval of
change of plans or other operational actions.

4. Compliance with the Conditions of Approval/Application for Permit to Drill outlined in the
Statement of Basis. (Copy
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Page 2
API #43-007-31015
January 3, 2005

5. This proposed well is located in an area for which drilling units (well spacing patterns) have
not been established through an order of the Board of Oil, Gas and Mining (the "Board").
In order to avoid the possibility of waste or injury to correlative rights, the operator is
requested, once the well has been drilled, completed, and has produced, to analyze
geological and engineering data generated therefrom, as well as any similar data from
surrounding areas if available. As soon as is practicable after completion of its analysis,
and if the analysis suggests an area larger than the quarter-quarter section upon which the
well is located is being drained, the operator is requested to seek an appropriate order
from the Board establishing drilling and spacing units in conformance with such analysis
by filing a Request for Agency Action with the Board.

6. Surface casing should be tested to 1500 psi prior to drilling out
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STATE OF UTAH FORM 9
DEPARTMENT OF NATURALRESOURCES

DIVISIONOF OIL, GAS AND MINING 5. LEASE DESIGNATIONAND SERIAL NUMBER:
FEE-BH-61504

SUNDRY NOTICES AND REPORTS ON WELLS 6. IFINDIAN,ALLOTTEEORTRIBENAME:

7. UNITor CA AGREEMENT NAME:
Do notuse this form for proposals to drillnewwells, significantly deepen existingwells below current bottom-hole depth, reenter plugged wells, of to

drill horizontal laterals. Use APPLICATION FOR PERMITTO DRILLform for such proposals.
1. TYPE OF WELL 8. WELL NAMEand NUMBER:

OIL WELL GAS WELL OTHER Ballpark Canyon #1
2. NAMEOF OPERATOR: 9. API NUMBER:

Ute Oil Company (dba A.C.T. Operating Company) 4300731015
3, ADDRESSOF OPERATOR: PHONE NUMBER: 10. FIELD AND POOL, OR WILDCAT:

201 W. Wall Street #806 civv Nidland mm TX ZlP 79701 (432) 683-4640 Helper Field
4. LOCATIONOF WELL

FOOTAGES Af SURFACE: 1884' FWL and 1072' FSL coUNTY: Carbon

QTRIQTR, SECTION, TOWNSHIP, RANGE, MERIDIAN: SESW 16 13S 10E STATE:
UTAH

19. CHECK APPROPRIATE BOXESTO INDICATENATURE OF NOTICE, REPORT, OR OTHER DATA
TYPE OF SUBMISSION TYPE OF ACTION

ACIDIZE DEEPEN REPERFORATE CURRENT FORMATION
NOTICE OF INTENT

(Submit in Duplicate) ALTER CASING FRACTURE TREAT SIDETRACK TO REPAIR WELL

Approximate date workwillstart: CASING REPAIR NEW CONSTRUCTION TEMPORARILYABANDON

3/15/2005 CHANGE TO PREVIOUS PLANS OPERATOR CHANGE TUBING REPAIR

CHANGE TUBING PLUG ANDABANDON VENT OR FLARE

O SUBSEQUENT REPORT CHANGE WELL NAME PLUG BACK WATER DISPOSAL
(Submit Original Form Only)

CHANGE WELL STATUS PRODUCTION (START/RESUME) WATER SHUT-OFF
Date ofworkcompletion:

COMMINGLEPRODUCING FORMATIONS RECLAMATIONOF WELL SITE OTHER:

CONVERT WELL TYPE RECOMPLETE - DIFFERENT FORMATION

12 DESCRIBE PROPOSED OR COMPLETED OPERATIONS. Clearly show all pertinent details including dates, depths, volumes, etc.

Increase the setting depth of the 8 5/8" surface casing to 460'. Change the 5 1/2" production casing frorn
17# J-55 LT & C to 17# M-80 LT&C.

NAME(PLEASE PRINT) Mary Tesitor
TITLE Engineering Technician

SIGNATURE DATE 2/15/2005

(ThisspaceforStateuseonly) gemocygo BYTHE STATE
OF UTAH DMSION OF
OIL, GAS, AND MiNING

DATE:
(5/2000) (See Instructions on Reverse S .
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Well name: 12-04 Ute Oil Ballpark Canyon 1
Operator: Ute Oil Company
String type: Surface Project ID:

43-007-31015
Location: Carbon County

Design parameters: Minimum design factors: Environment:
Collapse Collapse: H2S considered? No

Mudweight: 8.400 ppg Design factor 1.125 Surface temperature: 75 °F

Design is based on evacuated pipe. Bottom hole temperature: 81 °F
Temperature gradient: 1.40 °F/100ft
Minimumsection length: 250 ft

Burst:
Design factor 1.00 Cement top: 84 ft

Burst
x anticipated surface
pressure: 405 psi

Internal gradient: 0.120 psilft Tension: Non-directional string.
Calculated BHP 460 psi 8 Round STC: 1.80 (J)

8 Round LTC: 1.80 (J)
No backup mud specified. Buttress: 1.60 (J)

Premium: 1.50 (J)
Body yield: 1.50 (B) Re subsequent strings:

Next setting depth: 4,680 ft
Tension is based on buoyed weight. Next mud weight: 8.400 ppg
Neutral point: 402 ft Next setting BHP: 2,042 psi

Fracture mud wt: 19.250 ppg
Fracture depth: 460 ft
Injection pressure 460 psi

Run Segment Nominal End True Vert Measured Drift Internal
Seq Length Size Weight Grade Finish Depth Depth Diameter Capacity

(ft) (in) (Ibs/ft) (ft) (ft) (in) (ft*)
1 460 8.625 24.00 J-55 ST&C 460 460 7.972 22.2

Run Collapse Collapse Collapse Burst Burst Burst Tension Tension Tension
Seq Load Strength Design Load Strength Design Load Strength Design

(psi) (psi) Factor (psi) (psi) Factor (Kips) (Kips) Factor
1 201 1370 6.825 460 2950 6.41 10 244 25.29 J

Prepared ClintonDworshak Phone: 801-538-5280 Date: February 16,2005
by: Utah Div. of Oil & Mining FAX: 801-359-3940 Salt Lake City,Utah

Remarks:
Collapse is based on a vertical depth of 460 ft, a mud weight of 8.4 ppg The casing is considered to be evacuated for collapse purposes.
Collapse strength is based on theWestcott, Dunlop& Kemler method of biaxial correction for tension.

Burst strength is not adjusted for tension.

Engineering tosponsibility for use of this design willbe that of the
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Well name: 12-04 Ute Oil Ballpark Canyon 1
Operator: Ute Oil Company
String type: Production Project ID:

43-007-31015
Location: Carbon County

Design parameters: Minimum design factors: Environment:
Collapse Collapse: H2S considered? No

Mud weight: 8.400 ppg Design factor 1.125 Surface temperature: 75 °F

Design is based on evacuated pipe. Bottom hole temperature: 141 °F

Temperature gradient: 1.40 °F/100ft

Minimum section length: 1,500 ft
Burst:

n factor 1.00 Cement top: 1,236 ft

Maxanticipated surface
pressure: 1,481 psi

Internal gradient: 0.120 psilft Tension: Non-directional string.
Calculated BHP 2,042 psi 8 Round STC: 1.80 (J)

8 Round LTC: 1.80 (J)
No backup mud specified. Buttress: 1.60 (J)

Premium: 1.50 (J)
Body yield: 1.50 (B)

Tension is based on buoyed weight.
Neutral point: 4,084 ft

Run Segment Nominal End True Vert Measured Drift Internal
Seq Length Size Weight Grade Finish Depth Depth Diameter Capacity

(ft) (in) (Ibs/ft) (ft) (ft) (in) (ft')
1 4680 5.5 17.00 Mav-80 LT&C 4680 4680 4.767 161.3

Run Collapse Collapse Collapse Burst Burst Burst Tension Tension Tension
Seq Load Strength Design Load Strength Design Load Strength Design

(psi) (psi) Factor (psi) (psi) Factor (Kips) (Kips) Factor
1 2042 6290 3.080 2042 7740 3.79 69 273 3.93 B

Prepared Clinton Dworshak Phone: 801-538-5280 Date: February 16,2005
by: Utah Div. of Oil & Mining FAX: 801-359-3940 Salt Lake City, Utah

Remarks:
Collapse is based on a vertical depth of 4680 ft, a mud weight of 8.4 ppg The casing is considered to be evacuated for collapse purposes.
Collapse strength is based on the Westcott, Dunlop & Kemler method of biaxial correctionfor tension.

Burst strength is not adjusted for tension.

Engineering responsibility for use of this design wi/Ibe that of the
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February 15, 2005

Diana Whitney
State of Utah Department of Natural Resources
Divisionof Oil, Gas, and Mining
1594 West North Temple, Suite 1210
Salt Lake City, UT 84116

Dear Diana,

Enclosed you will find Form 9 - Sundry Notices for the Kenilworth Railroad Well#1 and the Ballpark
Canyon #1. Please call if you have any questions or need additional information.

Best Regards,

Mary Tesitor
EngineeringTechnician
Oso Energy Resources, Agent for ACT Operating Co.

Encl.

RECE!VED
EEB16 2005

DNOFOIL,GAS&y

900 Main Ave., Ste. D Ph: 970.247.4126
Durango, CO 81301 Fax:
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STATE OF UTAH
DEPARTMENTOF NATURALRESOURCES

DIVISIONOF OIL,GAS AND MINING

Request to Transfer Application or Permit to Drill

(This form should accompany a Sundry Notice, Form 9, requesting APD transfer)

Well name Ballpark Canyon #1
API number: 4300731015
Location: Qtr Qtr Section

Company that filed original application: SESW 16 13S 10E

Date original permit was issued: 01/03/2005
Company that permit was Issued to: Ute Oil Company (dba A.C.T. Operating Company)

Check Desired Action:one

Transfer pending (unapproved) Application for Permit to Drill to new operator

The undersigned as owner with legal rightstodrillon the property, hereby verifies thatthe information as
submittedin thependingApplication for Permit to Drill,remains validand does not require revision. The new
owner of the applicationaccepts and agrees to the informationand procedures as stated in theapplication.

/ Transfer approved Application for Permit to Drill to new operator

The undersigned as ownerwithlegal rightsto drillon the property as permitted, hereby verifiesthatthe
information as submittedin the previously approved application todrill,remainsvalid and does not require
revision.

Following is a checklist of some items related to the application, which should be verified. Yes No

Iflocated on private land, has theownership changed?

Ifso, has the surface agreement been updated?

Have any wells been drilled in thevicinityof the proposed well which would affect the spacing or siting /
requirements for thislocation7
Have there been any unit or other agreements put in place thatcouldaffect the permittingor operationof this
proposed well?
Have therebeen any changes totheaccess route including ownership or right-of-way,which could affectthe
proposed location?

Has the approved source ofwater for drillingchanged?
Have therebeen any physical changes to the surface location or access route whichwillrequirea change in
plans from what was discussed at theonsite evaluation?

Is bonding still in place, which covers this proposed well? Bond No. BOO1617 /

Any desired or necessary changes to eithera pending or approvedApplication for Permit to Drillthatis being transferred,
should be filed on a Sundry Notice, Form 9, or amended Application for Permit to Drill,Form 3, as appropriate,with
necessary supportinginformation as required.

Name (please print) / \ U- Title
RibE:rK¯ LAND

Signature Date & of

Representing (companyname) Age A Mg om
RECEWED

The person signing this form must have legal authority to represent the company or individual(s) to be listed as the new operator he Application for
Permit to Drill. YO5 mg
(3/2004) DNOFOIL,GAS&
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STATE OF UTAH FORM 9
DEPARTMENTOF NATURALRESOURCES

DIVISIONOF OIL,GAS AND MINING 5. LEASE DESIGNATIONAND SERAL NUMBER:
FEE-BH-61504

SUNDRY NOTICES AND REPORTS ON WELLS 6. [FINDIAN,ALLOTTEEORTRIBENAME:

T UNfTor CA AGREEMENTNAME:
Do notuse thisform for proposals todrillnew wells, significantlydeepen existingwells below current bottom-hole depth, reenter plugged wells, or to

drillhorizontal laterals. Use APPLICATIONFOR PERMlTTO DRitL form for such proposals.

i TYPE OF WELL 8. WELLNAMEand NUMBER:
OIL WELL GAS WELL OTHER Ballpark Canyon #1

2. NAMEOF OPERATOR: 9. API NUMBER:

Marion Energy Inc. 4300731015
3. ADDRESSOF OPERATOR: PHONE NUMBER: 10. FIELDAND POOL. OR WLDCAT:

119 S. Tennessee, Ste. 200 a McKinney TX , 75069 (972) 540-2967 Helper Field
4. LOCATIONOF WELL

FOOTAGESATSURFACE;1884' FWL and 1072' FSL COUNTY Carbon

QTR/QTR, SECTION, TOWNSHIP, RANGE,MERIDIAN:SESW 16 13 10 STATE:
UTAH

a CHECK APPROPRIATE BOXES TO INDICATENATUREOF NOTICE, REPORT, OR OTHER DATA
TYPE OF SUBMISSION TYPE OF ACTION

O ACIDIZE DEEPEN REPERFORATE CURRENT FORMATlON
NOTICE OF INTENT

(Submit in Duplicate) ALTER CASING FRACTURETREAT SIDETRACKTO REPAIRWELL

Approximate date work willstart CASING REPAIR NEW CONSTRUCTION TEMPORARILYABANDONS¯/2 joS' CHANŒ TO PREMOUS PLANS OPERATOR CHANGE TUBINGREPAIR

CHANGETUBING PLUG ANDABANDON VENT OR FLARE

SUBSEQUENT REPORT CHANGEWELL NAME PLUG BACK WATER DISPOSAL
(Submit Odginal Form Only)

O CHANGE WELLSTATUS PRODUCTION(START/RESUME) WATER SHUT-OFF
Date of work completion:

COMMINGLEPRODUCING FORMATIONS RECLAMATIONOF WELL SITE OTHER;

CONVERT WELLTYPE RECOMPLETE - DIFFERENT FORMATION

12 DESCRIBE PROPOSED OR COMPLETED OPERATIONS. Clearly show allpertinent details including dates, depths, volumes, etc.

Marion Energy inc. willtake over operations of the Ballpark Canyon #1 well which is currentlyoperated by Ute Oil Cornpany
(dba ACT Operating Company). gg {p 7 ±'

NAME(PLEASE PRINT) TITLE

StGNATURE DATE

(This space for State use only) RECEIVED
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Division of Oil, Gas and Mining
ROUTING

OPERATOR CHANGE WORKSHEET
2. CDW

ggg 3. FILE

X Change of Operator (Well Sold) Designation of Agent/Operator

Operator Name Change Merger

The operator of the well(s) listed below has changed, effective:

FROM: (oldOperator): TO: ( New Operator):
N2675-Ute Oil Company N2740-Marion Energy, Inc.

dba ACT Operating Company 119 S Tennessee, Suite 200
201 W Wall St, Suite 806 McKinney, TX 75069
Midland, TX 79701

Phone: l-(432) 683-4640 Phone: l-(972) 540-2967

CA No. Unit:
WELL(S)
NAME SEC TWN RNG API NO ENTITY LEASE WELL WELL

NO TYPE TYPE STATUS
KENILWORTH RR #1 16 130S 100E 4300731006 14624 FEE GW DRL
KENILWORTH RR #2 16 130S 100E 4300731007 14625 FEE GW DRL
BALLPARK CANYON #1 16 130S 100E 4300731015 FEE GW APD

OPERATOR CHANGES DOCUMENTATION
Enter date after each listed item is completed
1. (R649-8-10) Sundry or legal documentation was received from the FORMER operator on: 5/5/2005
2. (R649-8-10) Sundry or legal documentation was received from the NEW operator on: 5/5/2005

3. The new company was checked on the Department of Commerce, Division of Corporations Database on: 4/7/2005
4. Is the new operator registered in the State of Utah: YES Business Number: 5868337-0143
5. If NO, the operator was contacted contacted on:

6a. (R649-9-2)Waste Management Plan has been received on: 5/5/2005
6b. Inspections of LA PA state/fee well sites complete on: n/a

Marion Energy FORM 4A.xis
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7. Federal and Indian Lease Wells: The BLM and or the BIA has approved the merger, name change,

or operator change for all wells listed on Federal or Indian leases on: BLM n/a BIA n/a

8. Federal and Indian Units:
The BLM or BIA has approved the successor of unit operator for wells listed on: n/a

9. Federal and Indian Communization Agreements ("CA"):
The BLM or BlA has approved the operator for all wells listed within a CA on: n/a

10. Underground Injection Control ("UIC") The Division has approved UIC Form 5, Transfer of Authority to
Inject, for the enhanced/secondary recovery unit/project for the water disposal well(s) listed on: n/a

DATA ENTRY:
1. Changes entered in the Oil and Gas Database on: 5/9/2005

2. Changes have been entered on the Monthly Operator Change Spread Sheet on: 5/9/2005

3. Bond information entered in RBDMS on: 5/9/2005

4. Fee/State wells attached to bond in RBDMS on: 5/9/2005

5. Injection Projects to new operator in RBDMS on: n/a

6. Receipt of Acceptance of Drilling Procedures for APD/New on: 5/5/2005

FEDERAL WELL(S) BOND VERIFICATION:
1. Federal well(s) covered by Bond Number: n/a

INDIAN WELL(S) BOND VERIFICATION:
1. Indian well(s) covered by Bond Number: n/a

FEE & STATE WELL(S) BOND VERIFICATION:
1. (R649-3-1) The NEW operator of any fee well(s) listed covered by Bond Number B001617

2. The FORMER operator has requested a release of liability from their bond on: not yet
The Division sent response by letter on:

LEASE INTEREST OWNER NOTIFICATION:
3. (R649-2-10) The FORMER operator of the fee wells has been contacted and informed by a letter from the Division

of their responsibility to notify all interest owners of this change on: 5/10/2005

COMMENTS:

Marion Energy FORM 4A.xis
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Marion Energy Inc.

May 16, 2005 RECEIVED
Department of Natural Resources ÑÑ ŽQ200g
Division of Oil, Gas and Mining
Price Field Office OGMPRICEFIELDOFFICE
455 West Railroad Ave.
Price, Utah 84501 | he

Attn: Mark Jones Oil Gas and Mining

FORRECORDONLY
Dear Mark,

Pursuant to our phone conversation of May 10*, 2005, the following will outline our plans
for the immediate future in the Kenilworth area.

We are planning to drill at least three (3) more wells in the area before the end of the year.
However, those plans are subject to change due to rig availability and a host of other issues
that can arise. The wells we intend to drill would be the Ballpark #1, the Cordingly Canyon
#15-1 and the Cordingly Canyon #15-2. These will be vertical wells; however, each of these
locations would be utilized for directional wells to get to areas that cannot be accessed due
to topography. What that means is that we will be permitting these locations as oversized
pads to accommodate two wells from each site. This limits the overall disturbance in the
area and minimizes the need for additional roads. In the case of the Ballpark #1, we will be
submitting an amendment to the existing permit. The original permitting overlooked this
aspect. The Ballpark location will need to be lengthened approximately 80' to the southwest
and widened approximately 40' to the northwest. I am planning to set up a date to do the
onsite for the Cordingly Canyon wells in the next couple of weeks. We can look at the
Ballpark changes at that time. I will be in touch with you as to your schedule for the onsites.

On another matter, Gary Trotter, who was in charge of this project up until the end of March
had some correspondence with the residents of Kenilworth. I have attached copies of those
letters that I received. It is our intention to adhere to the arrangements that Gary came to
with the residents to the extent that is operationally feasible. In particular, Gary had
indicated that the Kenilworth and Ballpark wells would be set on Progressive Cavity Pumps
(PCP) in order to mitigate noise. The water volumes we anticipate are small enough that we

119 South Tennessee, Suite 200, McKinney, TX, 75069
Telephone: (972) 540-2967

Fax: (972)
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Marion Energy Inc.

feel the PCP is not the most efficient way to lift water from these wells. I will be setting the
smallest conventional pumping unit I can get away with from an engineering standpoint.
Additionally, I will be setting sound retarding panels around the units and the units will be
powered by electric motors. These measures will ensure that any sound mitigation issues are
properly addressed.

I am hoping to get started on the completions in the next two weeks. Gary had indicated to
the town council that some measure of improvement would be put in place for the town
park. We are still planning something along the lines of what Gary discussed. The items that
are in the attached paperwork were agreed to as a compromise for allowing the town
ballpark to be used to drill from. We intend to enter the Ballpark #1 location froma
northerly route and stay out of town with rig and truck traffic.

Finally, we have finished staking the route that our pipeline will take to tie the Kenilworth
Railroad wells as well as the Ballpark wells into Anadarko. I can provide you a copy of the
drawings I get from the surveyor when he gets them to me. Just let me know if you need that
information. If there is anything further you need from me, or have any points of
clarification you need to haveaddressed, you can reach me at 505-564-8805 (o) or 505-320-
8860 (c). I'll be in touch.

S' ,

Doug Ends ey
VP Operations
Marion Energy, Inc.

119 South Tennessee, Suite 200, McKinney, TX, 75069
Telephone: (972) 540-2967

Fax: (972)
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December 13, 2004

Mr. Gary Trotter, Vice President
OSO Energy Resources Corporation
900 MainAvenue, Suite D
Durango, CO 81301

Dear Mr.Trotter,

On behalf of the communityofKenilworth,we wouldlike to thankyou for coming
to us last October 16* to share your plans to drillgas wellsnear our town. We
can appreclatethe difficultiesyou faced in makingsuch a presentation to
concerned homeowners, as we hope thatyou can understand the frustrations we
must endurewlththe encroaching Industrializationof ourhigh desert hamlet.

We have met twicesince thatOctober 16thSession to talkover our optionsand
air our concerns. A small committee of threeof us have volunteered to tryand
pulltogether whatresultedat these meetingsand to represent the communityin
sharlng these withyou.

What follows willaddress these concerns. We have broken themdown into three
areas. The first deals withhow to minimizethe effectsof these wells. The
secondtoucheson accessing the wells. And the thirdconcerns respondingto
yourofferto provide some communityimprovementto compensate for the loss ofthe Ball Park and to help offset the negative impact of gas wells so close totown,
As regards the wells themselves. Three of these are of particular concern to us
because of their closeness to the townand the fact that the Book Cliffswlliact as
an amphitheaterto thenoise theycreate. The threewellsof concern are the Ball
Park Site, the one at the northeastcornerof town,adjacent to the old railroad
right ofway, and thesite up the canyon about ¼ milenorthof town. Because ofthe potential of the emplification of the sound, we would respectfullyask that
OSO considerinstalling the smallestand quietest units possible. Our
understanding is thata PC pumphoused in an insulated metal building is most
probably the quietest. This type ofpump housed Ina buildingis also surely thesafest in keeping inquisitive childrenfrombeing injured, Fences willnot keep adetermined kidout. Ifpainted a colorcompatiblewiththe surroundings, thesehoused pumps wouldofferthe least negativevisual impact. Unitssuch as thesewouldnot require thesiteto be
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TrotterLetter - Page 2
December13, 2004

Our secondconcern has to do with accessingthe wellsites. Twoofthe
proposed sites have existingdirt roadsthatwouldallowaccess withoutusing
pavedcommunitystreets. Ifthoseexistingroadscan be used thenno issue
existshere. The BallPark well,accordingtoan illustrationyour provided,
indicates an Intent to use the existing road to access thissite. That existing road
connects to paved Kenilworth streets. At the October 16* meeting you indicated
that OSO would not plan on using any of the paved roads in town. Perhaps you
could provide us withmore information on your thoughtsas toaccessing the Ball
Park well. Our concern here is to avoid buildinga new road across the hillside
thatfaces Kenilworthfromthe north.

You also indicated at both the October 16 meetingand at the County
Commission session that OSO wouldtreatthese dirt roads withMagnesium
Chloride to reducedust. We wouldverymuchappreciate that as dust is a major
issue here in Kenilworth. We wouldask thatyou additionallyconsidertreating
the dirt pads at both the BallPark well and theone at the northeast corner of
town.

Finally,wewouldlike to respondtoOSO's gracious offerto do something to
contributetothe improvementof theKenilworthcommunityand to offsetthe loss
oftheBallPark. This proposal generated a great deal of debate at our meetings.
Many ideas were shared and thoughtsran across a wide range. We were
hampered by not having any idea what OSO is willingto consider. We want tomake Kenilworthan invitingcommunityand your offer provides us With that
opportunity. At the same time,we don't want to appear intemperate.

What we have decided to do is to compile a list, a wish list, We have prioritizedthislist, the first entrybeing thatwhichis most in the communityfavor. We wouldask that you start withthe first entryanddecide ifthat is withinthe range that
OSO wants to contribute. Ifthedesire and the funds exist to do more, thenthesecond entry on thislist could be considered, and so on.

1 Redevelop Existing Park in Southeast Corner of Kenilworth.Could
include Repairs to Cooking Unitand Tennis Courts, a New Pavilion,
Landscaping and a Parking Area.

2 Curbs and Sidewalks
3 New "Welcome to Kenilworth"Sign at Entrance to Town
4 Landscaping withNative Plants to Hide BallPark Pump5 Rebuild Tennis Courts into a Basketball Court
6 Plant Native TreesthroughouttheCommunity
7 New CommunityBuildingfor Meetingsand Gatherings8 New Ball
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pavedcommunitystreets. Ifthoseexistingroadscan be used thenno issue
existshere. The BallPark well,accordingtoan illustrationyour provided,
indicates an Intent to use the existing road to access thissite. That existing road
connects to paved Kenilworth streets. At the October 16* meeting you indicated
that OSO would not plan on using any of the paved roads in town. Perhaps you
could provide us withmore information on your thoughtsas toaccessing the Ball
Park well. Our concern here is to avoid buildinga new road across the hillside
thatfaces Kenilworthfromthe north.

You also indicated at both the October 16 meetingand at the County
Commission session that OSO wouldtreatthese dirt roads withMagnesium
Chloride to reducedust. We wouldverymuchappreciate that as dust is a major
issue here in Kenilworth. We wouldask thatyou additionallyconsidertreating
the dirt pads at both the BallPark well and theone at the northeast corner of
town.

Finally,wewouldlike to respondtoOSO's gracious offerto do something to
contributetothe improvementof theKenilworthcommunityand to offsetthe loss
oftheBallPark. This proposal generated a great deal of debate at our meetings.
Many ideas were shared and thoughtsran across a wide range. We were
hampered by not having any idea what OSO is willingto consider. We want tomake Kenilworthan invitingcommunityand your offer provides us With that
opportunity. At the same time,we don't want to appear intemperate.

What we have decided to do is to compile a list, a wish list, We have prioritizedthislist, the first entrybeing thatwhichis most in the communityfavor. We wouldask that you start withthe first entryanddecide ifthat is withinthe range that
OSO wants to contribute. Ifthedesire and the funds exist to do more, thenthesecond entry on thislist could be considered, and so on.

1 Redevelop Existing Park in Southeast Corner of Kenilworth.Could
include Repairs to Cooking Unitand Tennis Courts, a New Pavilion,
Landscaping and a Parking Area.

2 Curbs and Sidewalks
3 New "Welcome to Kenilworth"Sign at Entrance to Town
4 Landscaping withNative Plants to Hide BallPark Pump5 Rebuild Tennis Courts into a Basketball Court
6 Plant Native TreesthroughouttheCommunity
7 New CommunityBuildingfor Meetingsand Gatherings8 New Ball
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We want you to knowthatwewould very muchappreciate anythingthatOSO is
desirous ofdoing tohelp us improve our community.Youhave madea kindoffer
andwewanttoacknowledgeyourgenerous intent.

Sincerely,

Bill Heffner
VirginiaShepherd
Ray Hansen
(KenilworthResidents)

cc: Carbon County Commissioners
Carbon County
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900 Main Ave, Suite D Ph: 970-247-4126
Durango, CO 81301 Fax: 970-247-1047

Mr. Bill HefTner December 15, 2004
Ms. Virginia Shepherd
Mr. Ray Hansen
HCR 35, Box 93
Kenilworth, UT 84529

Re: Gas WellsNear Kenilworth

Dear Residents of Kenilworth:

Thank you verymuch for your letter of December 13. I am pleased to hear that you came
to a general consensus concerning the gas wellissues. I know it has been challenging and
I do understand your frustrations. As I stated on October 16, OsoEnergy is committed to
being a good corporate citizen and to creating as positive a public relations image as
possible. I am writing this letter inresponse to your concerns and suggestions.

We agree that a progressing cavity pump is the smallest and quietest pump that is
acceptable for use in coalbed methane production. We will agree to using this type pump
in the Ballpark Canyon Well#1, the Kenilworth Railroad Well #1 and #2. These are the
three wells you have expressed concerns about noise. It will be important to house the
surface drive units to insure that they are quiet and we will agree to do this, It is our
intent to paint the pump houses a color that will blend in with the surroundings. The
houses will also be locked to prevent accidents or vandalism.

The next issue is the roads to accessthe well sites. As you state in your letter, accessing
the Kenilworth Railroad Wells #1 and 2 by existing dirt roads will avoid using paved
community streets. The only way to access the Ballpark well is to improve the old road
that faces Kenilworth from the north (across the hillside)and come in to this road by way
of the existing dirt road from the Kenilworth Railroad Well #1. If you would prefer, we
could use the paved road (Second North Street?)rather than improvingthe old dirt road.
Please let me know what you would prefer. We will agree to use magnesium chloride on
allof our dirt roads and the well pads at the Ballpark and K. Railroad #1 wells for dust
reduction.

The last issue is probably the most difficult. The manner in which you prioritized your list
is an excellent method to communicateyour desires. I would like to suggest that I contact
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a local landscape design firm and discussthe redevelopment of the old town park in the
southeast corner of Kenilworth. I have personally been there and understand clearlywhat
you are addressing. We could put together a plan and present it to you for your
comments and ultimate approval. I wouldn't want to commit to a specific plan of action
at this time until we investigatethe costs involvedbut I like the general idea verymuch. I
also thinkthat a "Welcome to Kenilworth"sign would be very worthwhile project.
Perhaps we could offer some options for that and you couldinvolveyour communityin
deciding whatthey want.

Oso Energy is in the business of developing coalbed methaneresources. We are a
technical team not a public relations firm. But we do have strong values and I wanted
very much to communicate that to you at our first meeting. I appreciate your willingness
to work with us in an even tempered manner. With the attitude you present in your letter,
I am confident that we can work togetherto come up with a mutually beneficialplan.
Thanks again for your time and effort and I will contact you as soon as possible with a
park redevelopment plan.

Very truly yours,

Gary L. Trotter
Vice President

Cc: Carbon County Commissioners
Ms. Gayla Williams,Carbon County
Mr. Mark Jones, State of Utah
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O O
. CARBON COUNTY ŸLANNINGAND BUILDING DEPARTMENTS

120 East Main Street · Price, Utah 84501 · (435) 636-3260 · Fax(435) 636-3264

December 28, 2004 ' ÛQg
Mr. Bill Heffner
Ms. Virginia Shepherd
Mr. Ray Hanson
HCR 35, Box 93
Kenilworth,UT 84529

Re: Gas wells near Kenilworth

Dear Residents of Kenilworth:
The County has watched with interest the interaction between you and OSO Energy

Resources Corporation, the company planning to drill gas wells in the area surrounding
Kenilworth.

Although we appreciate your concerns innot wanting negative impacts from gas
exploration, we remind you that Kenilworth has a long historyof being an industrialtown; in
fact, it began as a company coal town. The County's position is that as long as energy
development is done properly, we are supportive of such development.

We support OSO's project as it has beenpresented to us,which includes using the old
railroad grade for access to the well in the ballpark area. This well is in compliance with the
M&G zoning district in which it is located; OSO hasbeen very cooperative in locating the well
as far from any residence as is physically possible.

Regarding the park proposed to be built by OSO in the southeast area of Kenilworth, (or
any other such facilitylocated anywhere in Kenilworth) we have been informed that the County
will not provide perpetual maintenance. Technically, Kenilworth is a subdivision of the County,
and we do not become involved in subdivision improvementsanywhere in the County.

Please contact our office if you have any further questions.

Sincerely,

Gay a M. Williams
Deputy Zoning Administrator

ec: County Commissioners Milovich, Krompel and Burge
Members of the Planning Commission
Gary Trotter, OSO Corporation
Mark Jones, DOGM

Dave Levanger Lew Korenko
Building Official/Director of Planning Deputy Building Official636-3261 636-3262

Gayla Williams Rex Sacco Kathy ChattertonDeputy Zoning Administrator Lands and Access Coordinator . Adtninistrative Assistant636-3710 636-3712
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DIVISION OF OIL, GAS AND MINING

SPUDDING INFORMATION

Name of Company: MARION ENERGY INC

Well Name: BALLPARK CANYON #1

Api No: 43-007-31015 Lease Type: FEE

Section 16 Township 13S Range 10E County CARBON

Drilling Contractor BEEMAN BROTHERS RIG # RATHOLE

SPUDDED:
Date 01/04/06

Time 2:00 PM

How DRY

Drilling will Commence:

Reported by DOUG ENDSLEY

Telephone# 1-505-564-8005

Date 01/05/2006 Signed
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01/26/2006 16:29 9725470442 MARION ENERGY PAGE 02/03

STATE OF UTAH / FORM 6
DEPARTMENTOF NATURAL RESOURCES

DIVISIONOF OIL,GASAND MINING
O/Wnr 000

ENTITY ACTION FORM

Operator: Marion Energy Inc. Operator Account Number: N 2740

Address: 119 S. Tennessee, Ste. 200

McKinney

Elp 75069 Phone Number: (972)540-2967

w.lii 3- 007- S/D/5
API Number Well Name QQ Sec Twp Rng County
4350073‡O‡ Ballpark Canyon #1 SESW 10 138 10E carbon
Action Codo ÓurrántEntity New Entity Spud Date Entity Assignment

Number Number Effective Date

A 99999 'Q 1/3/2006

Commente:

Well 2
API Number Well Narna QQ See Twp Rng County
4300731065 Cordingly Canyon 15-1 SESE 15 13S 108 Carbon

Action Code Current Entity New Entity Spud Date Entity Assignment
Number Number Effective Date

A 99999 Û 12/16/2005 3 Q/O6
comments:

WeH 3

API Number WellName 00 Sec Twp Rng County
4300731064 CordinglyCanyon 15-2 SENE 15 13S 10E Carbon

Action Code Current Entity New Entity Spud Date Entity Assignment
Number . Number Effective Date

A 99999 {p / 12/19/2005 ,

Comments:

ACTIONCODES:
A - Establish new entity for new well (slngle well only) EYt) Iw)
B - Add new well to existingentity (groupor unit well) Na (Ple a Print)

C - Ro.asalgn well from one existing entity to anotherexistingentity . |
D - Re-essign wellfromoneexistingentity to a new entity signature "

E . Other (Explainin 'comments'section) Landman 1/25/2006
Title Date
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STATE OF UTAH FORM 9
DEPARTMENT OF NATURAL RESOURCES

DIVISIONOF OIL, GAS AND MINING 5. LEASEDESIGNATIONANDSERIALNUMBER:
FEE-BH-61504

SUNDRY NOTICES AND REPORTS ON WELLS 6. IFINDIAN,ALLOTTEEORTRIBENAME:

7. UNITor CA AGREEMENT NAME:
Do not use tnis form for proposals to drill new wells, significantly deepen existing wells below current bottom41oie depth, reenter plugged wells, or to

drill horizontal laterals Use APPLICATION FOR PERMIT TO DRILLiorm for such proposals.
1. TYPE OF WELL 8. WELL NAMEand NUMBER:

OIL WELL GAS WELL OTHER Ballpark Canyon # 1
2. NAMEOF OPERATOR: 9. API NUMBER:

Marion Energy, Inc. 4300731015
3. ADDRESS OF OPERATOR: PHONE NUMBER: 10. FIELDAND POOL, OR WILDCAT:

119 So. Tennessee Ste.200 McKinney TX 75069 (972) 540-2967 Helper Field
4. LOCATIONOF WELL

FOOTAGESATSURFACE 1884' FWLand 1072' FSL COUNTY: Carbon

QTROTR. SECTION, TOWNSHIP, RANGE, MERIDIAN: SESW 16 13 10 STATE:
UTAH

CHECK APPROPRIATE BOXES TO INDICATENATURE OF NOTICE, REPORT, OR OTHER DATA
TYPE OF SUBMISSION TYPE OF ACTION

O NOTICE OF INTENT
ACIDIZE DEEPEN REPERFORATE CURRENT FORMATION

(Submitin Duplicate) ALTER CASING FRACTURE TREAT SIDETRACK TO REPAIR WELL

Approximate date work willstart CASING REPAIR NEW CONSTRUCTION TEMPORARILY ABANDON

O CHANGE TO PREVIOUS PLANS OPERATOR CHANGE TUBINGREPAIR

CHANGE TUBING PLUG ANDABANDON VENT OR FLARE

SUBSEQUENT REPORT CHANGE WELL NAME PLUG BACK WATER DISPOSAL
(Submit Original Form Only)

CHANGE WELL STATUS PRODUCTION (STARTIRESUME) WATER SHUT-OFF
Dale of work completion

COMMINGLE PRODUCING FORMATIONS RECLAMATION OF WELLSITE OTHER: Spud &set surface
1/18/2006

CONVERT WELL TYPE RECOMPLETE - DIFFERENT FORMATION ÛÎÛÛ
12 DESCRIBE PROPOSED OR COMPLETED OPERATIONS. Clearly show all pertinent details including dates, depths, volumes, etc

1/18/06: MIRUBeeman Brothers Drilling.Spud well @4:00pm 1/18/06. Drilledto 250' by 12:00 am on 1/19/06.
1/19/06: Finish drillingto total depth of 446'. Ran 11 jointsof 8 5/8", J-55 24# casing set at 444'. Cemented with 300 cu feet of
Class H cement. Cement feel back approximately 12-15 feet. Willtop off before drillingrig commences drilling.

NAME(PLEASE PRI g Endsley TITLE VP Of ÛpOfâÍÌODS

SIGNATilRF DATE 2/6/2006

(This spooe for State use only! RECElVED
FEB10 2006

(5f200D) (See instrucdons on Reverse

STATE OF UTAH FORM 9
DEPARTMENT OF NATURAL RESOURCES

DIVISIONOF OIL, GAS AND MINING 5. LEASEDESIGNATIONANDSERIALNUMBER:
FEE-BH-61504

SUNDRY NOTICES AND REPORTS ON WELLS 6. IFINDIAN,ALLOTTEEORTRIBENAME:

7. UNITor CA AGREEMENT NAME:
Do not use tnis form for proposals to drill new wells, significantly deepen existing wells below current bottom41oie depth, reenter plugged wells, or to

drill horizontal laterals Use APPLICATION FOR PERMIT TO DRILLiorm for such proposals.
1. TYPE OF WELL 8. WELL NAMEand NUMBER:

OIL WELL GAS WELL OTHER Ballpark Canyon # 1
2. NAMEOF OPERATOR: 9. API NUMBER:

Marion Energy, Inc. 4300731015
3. ADDRESS OF OPERATOR: PHONE NUMBER: 10. FIELDAND POOL, OR WILDCAT:

119 So. Tennessee Ste.200 McKinney TX 75069 (972) 540-2967 Helper Field
4. LOCATIONOF WELL

FOOTAGESATSURFACE 1884' FWLand 1072' FSL COUNTY: Carbon

QTROTR. SECTION, TOWNSHIP, RANGE, MERIDIAN: SESW 16 13 10 STATE:
UTAH

CHECK APPROPRIATE BOXES TO INDICATENATURE OF NOTICE, REPORT, OR OTHER DATA
TYPE OF SUBMISSION TYPE OF ACTION

O NOTICE OF INTENT
ACIDIZE DEEPEN REPERFORATE CURRENT FORMATION

(Submitin Duplicate) ALTER CASING FRACTURE TREAT SIDETRACK TO REPAIR WELL

Approximate date work willstart CASING REPAIR NEW CONSTRUCTION TEMPORARILY ABANDON

O CHANGE TO PREVIOUS PLANS OPERATOR CHANGE TUBINGREPAIR

CHANGE TUBING PLUG ANDABANDON VENT OR FLARE

SUBSEQUENT REPORT CHANGE WELL NAME PLUG BACK WATER DISPOSAL
(Submit Original Form Only)

CHANGE WELL STATUS PRODUCTION (STARTIRESUME) WATER SHUT-OFF
Dale of work completion

COMMINGLE PRODUCING FORMATIONS RECLAMATION OF WELLSITE OTHER: Spud &set surface
1/18/2006

CONVERT WELL TYPE RECOMPLETE - DIFFERENT FORMATION ÛÎÛÛ
12 DESCRIBE PROPOSED OR COMPLETED OPERATIONS. Clearly show all pertinent details including dates, depths, volumes, etc

1/18/06: MIRUBeeman Brothers Drilling.Spud well @4:00pm 1/18/06. Drilledto 250' by 12:00 am on 1/19/06.
1/19/06: Finish drillingto total depth of 446'. Ran 11 jointsof 8 5/8", J-55 24# casing set at 444'. Cemented with 300 cu feet of
Class H cement. Cement feel back approximately 12-15 feet. Willtop off before drillingrig commences drilling.

NAME(PLEASE PRI g Endsley TITLE VP Of ÛpOfâÍÌODS

SIGNATilRF DATE 2/6/2006

(This spooe for State use only! RECElVED

FEB10 2006
(5f200D) (See instrucdons on Reverse



STATEOF UTAH FORM 9
DEPARTMENTOF NATURALRESOURCES

DMSION OF OIL.GASANDMINING : au cemwm n.e un o vern
FEE-8H-61504

SUNDRY NOTICES AND REPORTS ON WELLS '"" °"'"'""'^*

OlL VÆLL (_) GAS VÆLL OTHËR Ballpark Canyon # 1
2 NAMk GP LetWIW $ AP: NUWER

Marion Energy. Inc. 4300731015
3 ADERESS CF OPEMTOR MT•* MNBER W VilD ANC ÞOOL CA WLfcAT

119 so.Tennessee see2oo McKmney TX 75069 (972) 540-2967 Helper Fleid
i LOCATO CF A¶LL

mowmt es wa 1884' FWL and 1072 FSL cc em Carbon

OTEWTR 5ECTOs TGVWP WGÆ UERERN SESW 16 13 10 sæt
UTAH

n CHECK APPROPRIATE BOXESTO INDICATENATURE OF NOTICE, REPORT. OR OTHER DATA
TYPE OF SUOMtSilON . TYPE OF ACTION

O acon O o- O unvo-<--«..re.«2r.sO memCE Of UNDO

O owoo---vs- O e---- O e-

O MGE RK MD WA AU

SUSSEQUENT REPORT Q OWCE Mu WE O M

O o*«m mu mn O esoc -s= O En s-
de of sussa (cf99W

O <----r- O RECUMAT CG½¾L TE oxwyn Rnal Centent Sundy
2/11/2006 O w- - ret O f CCMPLETE • EsŒE ENT PCAMATO4

t2 DEScitiBEPROPOSED OR COMPLETEDOPEFMT)ONS Cmerfyshow al penrus m us.emg a deses woh,rra ese

2/11/2006: Drilledto TD of4506'. Ran 102 joints.51/2". 17 #. J-55 casing.set at 4500' KB.Cemented with 290 sacks Premium
Coment with lost circulabonand fluid loss addidves as lead cernent. Followed with 250 sacks of 50/50 Poz with loss circulation
and ituid additives. Circulated 30 bbis. of cement to surface. Plug down at 4:00 pm 2/11/06. Set slips and cut off casing. Rig
down Beeman Brothefs Drillingand move offlocation.

Endsley VP Operations

(The spem lor 3td wie ifl RECENED
FEB212006

'.f20CO) (See het Rew>e
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OILWELL GAS WELL OTHER Ballpark Canyon # 1
2. NAMEOF OPERATOR: 9. API NUMBER:

Marion Energy, Inc. 4300731015

3 ADDRESS OF OPERATOR: PHONE NUMBER: 10. FIELDAND POOL, OR WILDCAT:

119 So. Tennessee Ste 200 McKinney TX 75069 (972) 540-2967 Helper Field
4. LOCATIONOF WELL

FOUfAGESATSURFACE: 1884' FWLand 1072' FSL COUNTY: Carbon

QTR TR, SECTION, TOWNSHIP, RANGE, MERIDIAN: SESW 16 13 10 STATE:
UTAH

n CHECK APPROPRIATE BOXES TO INDICATENATUREOF NOTICE, REPORT, OR OTHER DATA

TYPE OF SUBMISSION TYPE OF ACTION

ACIDIZE DEEPEN REPERFORATE CURRENT FORMATION

O NOTICE OF INTENT
(Submit in Duplicate) ALTERCASING FRACTURE TREAT SIDETRACKTO REPAIR WELL

Approximate date work willstart: CASING REPAIR NEW CONSTRUCTION TEMPORARILYABANDON

O CHANGE TO PREVIOUS PLANS OPERATOR CHANGE TUBING REPAIR

O CHANGETUBING O PLUG AND ABANDON VENT OR FLARE

SUBSEQUENT REPORT CHANGE WELLNAME PLUG BACK WATER DISPOSAL

(Submit Original Forn Only)

O CHANGE WELLSTATUS PRODUCTION (START/RESUME) WATER SHUT-OFF

Date of work completion:
O COMMINGLEPRODUCING FORMATIONS RECLAMATIONOF WELL SITE OTHER: Final Cement Sundry

2/11/2006 CONVERT WELLTYPE RECOMPLETE -DIFFERENT FORMATION

12 DESCRIBE PROPOSED OR COMPLETED OPERATIONS. Cleady show all pertinent details including dates, depths, volumes, etc

2/11/2006: Drilledto TD of 4506'. Ran 102 joints, 51/2", 17 #, J-55 casing, set at 4500' KB. Cemented with 290 sacks Premium
Cement with lost circulation and fluid loss additives as lead cement. Followed with 250 sacks of 50/50 Poz with loss circulation
and fluid additives. Circulated 30 bbis. of cement to surface. Plug down at 4:00 pm 2/11/06. Set slips and cut off casing. Rig

down Beeman Brothers Drilling and move off location.

SfWdE(PLEASE PRI TTE 2pera6tions

(Tids space for Statt Mae only)

FEB27 2006

(5/2000) (See instructions on Reverse

STATE OF UTAH FORM 9

DEPARTMENTOF NATURALRESOURCES
DIVISIONOF OIL, GAS AND MINING 5 LEASEDESIGNATIONANDSERIALNUMBER:

FEE-BH-61504

SUNDRY NOTICES AND REPORTS ON WELLS
6 1FINDIAN,ALLOTTEEORTRIBENAME:

7 UNITor CA AGREEMENT NAME:

Do not use this form for proposals to drillnew wells, significantly deepen existing wells below current bottom-hole depth, reenter plugged wells, or to
drillhorizontal laterals. Use APPLICATIONFOR PERMIT TO DRILLform for suchproposals.

1. TYPE OF WELL 8 WELL NAMEand NUMBER

OILWELL GAS WELL OTHER Ballpark Canyon # 1
2. NAMEOF OPERATOR: 9. API NUMBER:

Marion Energy, Inc. 4300731015

3 ADDRESS OF OPERATOR: PHONE NUMBER: 10. FIELDAND POOL, OR WILDCAT:

119 So. Tennessee Ste 200 McKinney TX 75069 (972) 540-2967 Helper Field
4. LOCATIONOF WELL

FOUfAGESATSURFACE: 1884' FWLand 1072' FSL COUNTY: Carbon

QTR TR, SECTION, TOWNSHIP, RANGE, MERIDIAN: SESW 16 13 10 STATE:
UTAH

n CHECK APPROPRIATE BOXES TO INDICATENATUREOF NOTICE, REPORT, OR OTHER DATA

TYPE OF SUBMISSION TYPE OF ACTION

ACIDIZE DEEPEN REPERFORATE CURRENT FORMATION

O NOTICE OF INTENT
(Submit in Duplicate) ALTERCASING FRACTURE TREAT SIDETRACKTO REPAIR WELL

Approximate date work willstart: CASING REPAIR NEW CONSTRUCTION TEMPORARILYABANDON

O CHANGE TO PREVIOUS PLANS OPERATOR CHANGE TUBING REPAIR

O CHANGETUBING O PLUG AND ABANDON VENT OR FLARE

SUBSEQUENT REPORT CHANGE WELLNAME PLUG BACK WATER DISPOSAL

(Submit Original Forn Only)

O CHANGE WELLSTATUS PRODUCTION (START/RESUME) WATER SHUT-OFF

Date of work completion:
O COMMINGLEPRODUCING FORMATIONS RECLAMATIONOF WELL SITE OTHER: Final Cement Sundry

2/11/2006 CONVERT WELLTYPE RECOMPLETE -DIFFERENT FORMATION

12 DESCRIBE PROPOSED OR COMPLETED OPERATIONS. Cleady show all pertinent details including dates, depths, volumes, etc

2/11/2006: Drilledto TD of 4506'. Ran 102 joints, 51/2", 17 #, J-55 casing, set at 4500' KB. Cemented with 290 sacks Premium
Cement with lost circulation and fluid loss additives as lead cement. Followed with 250 sacks of 50/50 Poz with loss circulation
and fluid additives. Circulated 30 bbis. of cement to surface. Plug down at 4:00 pm 2/11/06. Set slips and cut off casing. Rig

down Beeman Brothers Drilling and move off location.

SfWdE(PLEASE PRI TTE 2pera6tions

(Tids space for Statt Mae only)

FEB27 2006

(5/2000) (See instructions on Reverse



STATE OF UTAH FORM 9

DEPARTMENTOF NATURALRESOURCES
DIVISIONOF OIL, GAS AND MINING 5. LEASE DESIGNATIONANDSERIAL NUMBER:

FEE-BH-61504
6. IF INDIAN,ALLOTTEEOR TRIBE NAME

SUNDRY NOTICES AND REPORTS ON WELLS
7. UNITor CA AGREEMENT NAME:

Do not use this fonn for proposals to drill new wells, significantlydeepen existing wells below current bottom-hole depth, reenter plugged wells, or to
drillhorizontal laterals Use APPLICATIONFOR PERMIT TO DRILLform for such proposals.

1 TYPE OF WELL
8. WELL NAMEand NUMBER:

OIL WELL GAS WELL / OTHER Ballpark Canyon # 1
2 NAMEOF OPERATOR: 9. API NUMBER:

Marion Energy, Inc. 4300731015

3 ADDRESS OF OPERATOR: PHONE NUMBER: 10. F1ELDAND POOL, OR WILDCAT:

119 So. Tennessee #200 McKinney TX 75069 (972) 574-9001 Hetper

4 LOCATION OF WELL

FOOTAGES AT SURFACE: 1884'FWL and 1072' FSL COUNTY: Carbon

OTRIQTR, SECTION, TOWNSHIP, RANGE, MERIDIAN: SESW 16 13S 10E STATE
UTAH

u CHECK APPROPRIATE BOXES TO INDICATE NATURE OF NOTICE, REPORT, OR OTHER DATA

TYPE OF SUBMISSION TYPE OF ACTION

O ^CIDIZE DEEPEN REPERFORATE CURRENT FORMATION

O NOTICE OF INTENT
(Submitin Duplicate) ALTER CASING FRACTURE TREAT SIDETRACKTO REPAIR WELL

Approximate date work willstart CASING REPAIR NEW CONSTRUCTION TEMPORARILY ABANDON

O CHANGE TO PREVIOUS PLANS OPERATOR CHANGE TUBING REPAIR

O CHANGE TUBING PLUG ANDABANDON VENT OR FLARE

SUBSEQUENT REPORT CHANGE WELL NAME PLUG BACK WATER DISPOSAL

(Submit Original Form Only)
O CHANGE WELLSTATUS PRODUCTION (STARTIRESUME) WATER SHUT-OFF

Date of wodt completion:
COMMINGLEPRODUCING FORMATIONS RECLAMATIONOF WELL SITE OTHER:

5/4/2006 O CONVERT WELLTYPE O RECOMPLETE - DIFFERENT FORMATION

12 DESCRIBE ÞROPOSED OR COMPLETED OPERATIONS. Cleady show all pertinent details including dates, depths, volumes, etc

MIRUwireline services. Perforate Ferron interval from 4278' to 4414' gross with 4 shots per foot 0.43" 25 gram charge. RU
Superior Well Service and fracture treat Ferron interval with 85,000 gallons of 20 #X-Link gel and 170,000 # 16-30 Bradysand.

ATP 2298 psi AIR 42.5 bpm, ISIP 2368 psi. RD Superior Well Service and move in completion unit and clean out frac. Current

status-waiting on pipeline connection.

NAME(PLEASE PRINT) Endsley TITLE VP Operations

SIGNATURE DATE 5/22/2006

(TMs space for State use only) RECE IVED
MAY2 6 2006

(5/2000)
(SeelnstructionsonReverseSide) DIVOF0lL,GAS&

STATE OF UTAH FORM 9

DEPARTMENTOF NATURALRESOURCES
DIVISIONOF OIL, GAS AND MINING 5. LEASE DESIGNATIONANDSERIAL NUMBER:

FEE-BH-61504
6. IF INDIAN,ALLOTTEEOR TRIBE NAME

SUNDRY NOTICES AND REPORTS ON WELLS
7. UNITor CA AGREEMENT NAME:

Do not use this fonn for proposals to drill new wells, significantlydeepen existing wells below current bottom-hole depth, reenter plugged wells, or to
drillhorizontal laterals Use APPLICATIONFOR PERMIT TO DRILLform for such proposals.

1 TYPE OF WELL
8. WELL NAMEand NUMBER:

OIL WELL GAS WELL / OTHER Ballpark Canyon # 1
2 NAMEOF OPERATOR: 9. API NUMBER:

Marion Energy, Inc. 4300731015

3 ADDRESS OF OPERATOR: PHONE NUMBER: 10. F1ELDAND POOL, OR WILDCAT:

119 So. Tennessee #200 McKinney TX 75069 (972) 574-9001 Hetper

4 LOCATION OF WELL

FOOTAGES AT SURFACE: 1884'FWL and 1072' FSL COUNTY: Carbon

OTRIQTR, SECTION, TOWNSHIP, RANGE, MERIDIAN: SESW 16 13S 10E STATE
UTAH

u CHECK APPROPRIATE BOXES TO INDICATE NATURE OF NOTICE, REPORT, OR OTHER DATA

TYPE OF SUBMISSION TYPE OF ACTION

O ^CIDIZE DEEPEN REPERFORATE CURRENT FORMATION

O NOTICE OF INTENT
(Submitin Duplicate) ALTER CASING FRACTURE TREAT SIDETRACKTO REPAIR WELL

Approximate date work willstart CASING REPAIR NEW CONSTRUCTION TEMPORARILY ABANDON

O CHANGE TO PREVIOUS PLANS OPERATOR CHANGE TUBING REPAIR

O CHANGE TUBING PLUG ANDABANDON VENT OR FLARE

SUBSEQUENT REPORT CHANGE WELL NAME PLUG BACK WATER DISPOSAL

(Submit Original Form Only)
O CHANGE WELLSTATUS PRODUCTION (STARTIRESUME) WATER SHUT-OFF

Date of wodt completion:
COMMINGLEPRODUCING FORMATIONS RECLAMATIONOF WELL SITE OTHER:

5/4/2006 O CONVERT WELLTYPE O RECOMPLETE - DIFFERENT FORMATION

12 DESCRIBE ÞROPOSED OR COMPLETED OPERATIONS. Cleady show all pertinent details including dates, depths, volumes, etc

MIRUwireline services. Perforate Ferron interval from 4278' to 4414' gross with 4 shots per foot 0.43" 25 gram charge. RU
Superior Well Service and fracture treat Ferron interval with 85,000 gallons of 20 #X-Link gel and 170,000 # 16-30 Bradysand.

ATP 2298 psi AIR 42.5 bpm, ISIP 2368 psi. RD Superior Well Service and move in completion unit and clean out frac. Current

status-waiting on pipeline connection.

NAME(PLEASE PRINT) Endsley TITLE VP Operations

SIGNATURE DATE 5/22/2006

(TMs space for State use only) RECE IVED
MAY2 6 2006

(5/2000)
(SeelnstructionsonReverseSide) DIVOF0lL,GAS&



STATE OF UTAH AMENDEDREPORT FORM 8
DEPARTMENTOF NATURALRESOURCES (highlight changes)

DIVISIONOF OIL, GAS ANDMlNING 5. D%SEDESIGNADON ANDSERALNUMBElt
Fee-BH-61504

WELL COMPLETION OR RECOMPLETION REPORT ANDLOG
6. IFINDIAN,ALLOTTEEORTRISENAME

ilm. lIVPEOFWELL:
LL O R. O our O OTHER 7. UNirorCAAGREEMENTNAME

in. TVPEOFWORit 8. WELLNAMEandNUMBER:

RE tW O LEEP-
OTHen Ballpark Canyon #1

2 SIIMilEOFOPERA10R 9. APINUMBER

Marion Energy, Inc. 4300731015
a. AIDIDiltESSOFCPERATat PHONE NUMBER: 10 FIELO AND POOL, OR WLLOCAT

119 S. Tennessee #200 crry McKinney swa TX zo 75069 (972) 540-2967 Helper
A. LOCA110NOFWELL(FOOTAGES) 11. SECTION, TOWNSHIP, RANGE,

arouneAce 1884' FWL and 1072' FSL SESW 16 13S 10E
AT10P PRODUGNB MiTERVALREPORTED BELOW

12. COUNTY 13. STATE

Carbon UTAH

1140DKIE SPUDDED 15. DATET.D. REACHED 14 DATE COMPLETED: 17. ELEVATIONS(DF, RKB, RT, GL)

1/18/2006 2/11/2006 5/4/2006 WONED READYTOPRODUCE O 6593' GL
ilig. 191EALDEPTH: MD 19. PLUGBACKT.D: MD 20. lFRULTIPLE COMPLETIONS, HOWMANY7* 21 DEFrHBRIDGE MD

PLUG SET:
Two 4,506 1VD 4,468 TVD

22. TTFE ELECTRICAND OTHER MECHANICALLOGS RUN (Submit copy ofeach)

Cased Hole Neutron
wau.coneo? No YES (Submtmys)

DST RUNT NO YES (Submit report)
CBL RECTlONALSURVEYT N (Submit copy)

2110CASING AND LINERRECORD (Report all stringB sit in WOR)

NDLESIZE SIZEIGRADE WEIGHT(#Rt.) TOP(MD) BOTTOM(MD) STAGE WR CNO YOLR R
L)

CEMENTTOP** AMOUMTPULLED

12 1/4" 8 5/8 J-55 24 0 444 "G" 240 Surf-Circ

7 7Æ" 5 1/2 J-55 17 0 4,506 ute 290 Surf-Circ
5œ50 250

m RMMS RECORD

SIZE DEPfH SET (MD) PACKER SET (MD) SIZE DEPTH SET (MD) PACKER SET (MD) SIZE DEPTH SET (MO) PACKER SET (MD)

2 3/8 4.430
SE. Fil-UCING INTERMLS 27. PERFORATION RECORD

FORMATIONNAME TOP (MD) BOTTOM(MD) TOP (TVD) BOTTOM(TVD) INTERVAL(Topmat- MD) SIZE NO. HOLES PERFORATION STATUS

a Ferron 4.266 4.506 4.278 4.414 0.43" 96 open O aiu..m O
oe•= O a=••- O
os•= O mu••u O
o»•• O a =••= 0

. M. MCTUR4 TREMENT, CEMENT SOUEEZE, ETC.

DEPTH INTERVAL AMOUNTANDTYPEOF MATERIAL

4278-4414 85.000 aals 20#X-linked ael & 170.000 #16/30 Bradv sand

2m. ElictDSED ATTACHMENTS: 30. WELL STATUS:

O ELECTRICAUMECHANICALLOGS O GEOLOGICREPORT DSTREPORT DIRECHONALSURVEY PfOducing
SUNDRY NOllCE FOR PLUGGING ANDCEMENT VEE CARON CORE ANALYSIS Om

HN HVFD
gemo) (CONTINUEDONBAC MAR2 7 2007

DIVOFOILGAS&

STATE OF UTAH AMENDEDREPORT FORM 8
DEPARTMENTOF NATURALRESOURCES (highlight changes)

DIVISIONOF OIL, GAS ANDMlNING 5. D%SEDESIGNADON ANDSERALNUMBElt
Fee-BH-61504

WELL COMPLETION OR RECOMPLETION REPORT ANDLOG
6. IFINDIAN,ALLOTTEEORTRISENAME

ilm. lIVPEOFWELL:
LL O R. O our O OTHER 7. UNirorCAAGREEMENTNAME

in. TVPEOFWORit 8. WELLNAMEandNUMBER:

RE tW O LEEP-
OTHen Ballpark Canyon #1

2 SIIMilEOFOPERA10R 9. APINUMBER

Marion Energy, Inc. 4300731015
a. AIDIDiltESSOFCPERATat PHONE NUMBER: 10 FIELO AND POOL, OR WLLOCAT

119 S. Tennessee #200 crry McKinney swa TX zo 75069 (972) 540-2967 Helper
A. LOCA110NOFWELL(FOOTAGES) 11. SECTION, TOWNSHIP, RANGE,

arouneAce 1884' FWL and 1072' FSL SESW 16 13S 10E
AT10P PRODUGNB MiTERVALREPORTED BELOW

12. COUNTY 13. STATE

Carbon UTAH

1140DKIE SPUDDED 15. DATET.D. REACHED 14 DATE COMPLETED: 17. ELEVATIONS(DF, RKB, RT, GL)

1/18/2006 2/11/2006 5/4/2006 WONED READYTOPRODUCE O 6593' GL
ilig. 191EALDEPTH: MD 19. PLUGBACKT.D: MD 20. lFRULTIPLE COMPLETIONS, HOWMANY7* 21 DEFrHBRIDGE MD

PLUG SET:
Two 4,506 1VD 4,468 TVD

22. TTFE ELECTRICAND OTHER MECHANICALLOGS RUN (Submit copy ofeach)

Cased Hole Neutron
wau.coneo? No YES (Submtmys)

DST RUNT NO YES (Submit report)
CBL RECTlONALSURVEYT N (Submit copy)

2110CASING AND LINERRECORD (Report all stringB sit in WOR)

NDLESIZE SIZEIGRADE WEIGHT(#Rt.) TOP(MD) BOTTOM(MD) STAGE WR CNO YOLR R
L)

CEMENTTOP** AMOUMTPULLED

12 1/4" 8 5/8 J-55 24 0 444 "G" 240 Surf-Circ

7 7Æ" 5 1/2 J-55 17 0 4,506 ute 290 Surf-Circ
5œ50 250

m RMMS RECORD

SIZE DEPfH SET (MD) PACKER SET (MD) SIZE DEPTH SET (MD) PACKER SET (MD) SIZE DEPTH SET (MO) PACKER SET (MD)

2 3/8 4.430
SE. Fil-UCING INTERMLS 27. PERFORATION RECORD

FORMATIONNAME TOP (MD) BOTTOM(MD) TOP (TVD) BOTTOM(TVD) INTERVAL(Topmat- MD) SIZE NO. HOLES PERFORATION STATUS

a Ferron 4.266 4.506 4.278 4.414 0.43" 96 open O aiu..m O
oe•= O a=••- O
os•= O mu••u O
o»•• O a =••= 0

. M. MCTUR4 TREMENT, CEMENT SOUEEZE, ETC.

DEPTH INTERVAL AMOUNTANDTYPEOF MATERIAL

4278-4414 85.000 aals 20#X-linked ael & 170.000 #16/30 Bradv sand

2m. ElictDSED ATTACHMENTS: 30. WELL STATUS:

O ELECTRICAUMECHANICALLOGS O GEOLOGICREPORT DSTREPORT DIRECHONALSURVEY PfOducing
SUNDRY NOllCE FOR PLUGGING ANDCEMENT VEE CARON CORE ANALYSIS Om

HN HVFD
gemo) (CONTINUEDONBAC MAR2 7 2007

DIVOFOILGAS&



ILMilIML PRODUCriDN INTERVALA (As shown in Ram $28)

IMIElillSFPRODUCER T DATE HOURS TESTED: PRODUCTION OIL - BBL: - MCF: WATER - BBL: OD. METHOD
6f5f2006 6/5/2006 24 ¯* 40 103 Pumping

CEGOllESIZE TUGPRESS. CSG.PRESS APIGRAVITY STU-GAS LRATIO HRPRODUCTION CIL-BBL: -MCF: -BOL: NTERVALSTATUS
·* 40 103 Producing

mWRVAI. B (As shown in Mem820)
EMIEFERST PRODUCED: TEST DATE: HOURS TESTED: TEST PRODUCTION L - BBL - MCF: ER - BBC PROD. METNOD:

RATES -+

CHOIIIESZE TBG PRESS CSG.PRESS GRAVITY STU-GAS GASCILRATIO 4HRPRODUCT10N -BBC -MCF: ER-88U INTERVALSTATUR
RATES -Þ

INTERVALC (As shown in Rom 128)

IMIEFMtBT PRODUCER TEST DATE RS TESTED: PRODUCTION OIL- BBL: - MCF: WATER - BBL PROD. METHOD:

CNDIIESzE TEG PREER CSG.PRESS GRAVITY -GAS GASOILRATIO HRPRODUCTION OIL-8BL -MCF: WATER-88L: STATUSt

INTERVALD (As shown in MemMS)

INTEFESTPRODUCER [MTE HOURSTESTED: TESTPRODUCTION OIL-BBL: -MCP WATER-BBL METHOD
RATER -+

CHOINESEE YBG.PRESS - PRESS API GRAVITY BTU-GAS GASIOIL RKflO 24 HR PRODUCTION CIL - BBL S- MCF WATER - BBC NTERVALSTATUR
RATES -*

R lilIPOSITION OF GAS (SoM, Usedfor Fuel, Veng Etc.)

Venied
35. R--RY OF PONOUs2DNES(include Aquiremy 34. FORMATION(Log) MARKERS:

smourasanportantzonesarporosity and canientsthereat Cored Inlervals andal drW-stemtests, including depth Inlerval
c-Non used,One ¾oi open,tiowIrg and shut-inpressures and recovedea

Formation Descripdons, Contents, elc. Name

Mancos O 4,266 Shale
Fenon 4,266 4.506 Sand, Coal

3IIL All-ElioNALREMARKS(Includaplugg gprocedure)

i i
& I huseby certifythei the foregoing ami attached information is complete and correct as determined from allavailable incords.

NAMEREASE a Endsley TITLE VP OperatiODS

MSMUURE . DATE 6/8/2006

Tiliisseport mustbe submitted within days of
e completing or plugging a new weH • teentering a previously plugged and abandoned well
• driiing horizardal laterals from an exisUng wel bore • signincandy deepening an existing wei bore below the previous bottom-hole depth
• secompleting to a different producing formation • drillinghydrocarbon exploratory hofes, such as core samples and stratigraphic tests

*ffEM 20t Show the munber of completions if production is measured separately from twoor more formations.

**f!EM24:Cement Top-Showhowreported top(s)of cement weredetermined (circulated (CIR),calculated (CAL),cement bond log (CBL),temperaturesurvey(IS))

Sailid tot Utah Divisionof Oil, Gas and Mining Phone' 801 8-5340
1594 West North Temple, Suite 1210
Box 145801 Fax: 801-359-3940
Salt Lake City, Utah 84114-5801



STATE OF UTAH AMENDED REPORT FORM8
DEPARTMENTOF NATURAL RESOURCES ibighlight changes)

DIVISIONOF OIL,GAS ANDMINING 5 LEASEDESIGNATJONANDSERIALNUMBER:
Fee-BH41504

WELLCOMPLETION OR RECOMPLETION REPORT AND LOG
8 IFINDIAN,ALLOTTEEORTRIBENAME

in TYPE OF WELL: O
LL U. DRY OTHER 7 UNITor CA AGREEMENTNAME

b. TYPE OF WORK: 8 WELL NAMEand NUMBER:
HLAOZ. D EP-

RY E . OTHER Ballpark Canyon # 1
2 NAMEOFOPERATOR: 9 APINUMBER:

Marion Energy, Inc. 4300731015
3. ADDRESS OF OPERATOR: Pi t0NE NUMBER 10 FIELDAND POOL, OR WILDCAT
119 S. Tennessee #200 civv McKinney STATE TX ap75069 (972) 540-2967 Helper

4. LOCATIONOF WEI.L(FOOTAGES) 11 GTIUOTR, SECTION,TOWNSHIP, RANGE,
ATSURFACE: 1884' FWLand 1072' FSL MERIDIAbt

SESW 16 138 10E
AT TOP PRODUCINGINTERVALREPORTEDBELOW

12. COUNTY 13 STATEATTOTALDEPTH:
Carbon UTAH

14 DATESPUDDED: 15. DATET.D REACHED: 16 DATECOMPLETED: 17. ELEVATIONS(DF,RKB, RT, GL):
1/18/2006 2/11/2006 5/4/2006 ABANDONED READY TOPRODucE 2 6593' GL

18. TUTALDEPTH: MD 19. PLUG BACKT.D.: MD 20. IF MULTIPLECOMPLETIONS,HOWMANY?* 21. DEFTH BRIDGE MD
PLUG SET:

Two 4.506 Ivo 4,468 Two
22. TYPE ELEC11tlCANDOTHERMECHANICAL LOGS RUN (Submit copyoreach) 23.

WAS WELLCORED) NO YES (Submitanalysis)Cased Hole Neutron
CBL WASDST RUNT NO YES (Subma repo

DFRECT10MALSURVEY? NO YES (Submitcapy)

24. CASINGANDLhlERRECORD(Reportaistringesetinnell)

HOLESl2E SIZEIGRADE WEIGHT(Wri) TOP (MO) BOTTOM (MDI STAGECEMENTER C ENTTYCPE& YBOL} CEMENT TOP * AMOUNTPULLED

12 1/4" 8 5/8 J-55 24 0 444 "G" 240 Surf-Circ
7 7/8" 5 1/2 J-SS 17 0 4,506 Lite 290 Surf-Circ

50/50 250

25. TUBINGRECORD

SJ7E DEPTHSET(MD) PACKERSET(MD) SIZE DEPTHSET(MD) PACKERSET(MD} SIZE DEPTHSET(MD) PACKERSET(MD)

2 3/8 | 4.430
26. PRODUCINGINTERVALS 27. PERFORATIONRECORD

FORMATIONNAME TOP(MD) BOTTOM (MO) TOP (TVD) BOTTOM(TVD} INTERVAL tTop/Bot -MD) SIZF NO HOLES PERFORATIONSTATUS

<^) Ferron 4.266 4,506 4,278 4,414 0.43" 96 Open Squeezed

<=> or•= O so-I O
(c) on•· O so- O
(D) Open O Squeend

28. ACID,MACTURE, THEAmENT, CEMENTSQUEE2E, ETC.

DEPTH INTERVAt AMOUNTANDTYPEOF MATERIAL

42784414 85,000 gals 20#X-linked ciel& 170,000 # 16/30 Bradvsand

29. ENCLOSEDATTACHMENTS: 80.WELI.8TATUS:

O ELECTRICAUMECHANICALLOGB O GEOLOGICREPORT DST REPORT DIRECTIONALSURVEY
PfOd ucingO SUNDRYNGTICEFOR PLUGGINGAND CEMENTVERIFICA110N CORE ANALYSIS OTHER

(s ¤oa) (CONTINUEDON BACK) RECENED

ON,OF0\L,GAS



31. INITIAL PRODUC110N
INTERVAL A (AS Hit0Wa l bi llillTI SRS

DATEFIRST PRODUCED: TEST DATE: HOURSTESTED TEST PRODUCTION OIL- BBC GAS- MCF WATER - BBL: PROD. METHOD

6/5/2006 6/5/2006 3 R^Tes= 0 175 13 Flowing

CHOKESIZE: TBG PRESS esG.PRESS. APIGRAVITY STU-GAS GASJOILRAfla 24HRPRODUCTION OIL-BBl.: GAS-MCF: WATER-BBL: tNTERVALSTATUS

1/2" 190 480
RATES: 1,400 104 y 7,4 g. y

INTERVALB (As ahmm In Item#28)

DATEFIRST PRODUCED: TEST DATE: HOURSTESTED: TEST PRODUOTION OIL - BEL GAS- McF: WATER- BBL PROD METHOD:

CHOKESI2E: Teo. PRESS. CSG. PRESS. APfGRAvrrY BTU-GAS GASJOILRATIO

HRS

TION OIL- BBL: GAS- MCF: WATER- BBL: N FERVALSTATUS:

RATES: -•

BRERVAL C (As stiam in Mem#26)

DATERRST PRODUCED: TEST DATE HOURS TESTED: TEST PRODUCTION OIL - BBL GAS - MCF WATER- BBL PRCO. METHOEk

RATES: -•

CHOKES1ZE: TBG.PRESS. CSG PRESS APIGRAVITY BT1J-GAS GASJOikRATIO24 HR PRODUCTION OIL-- BBL GAS - MCF WATER- BBL INTERVALSTAft15.

RATES: -Þ

1NTERVALD (As shown in item#26)

DATEF1RSTPRODUCED: TEST DATE: HOURSTESTED: TEST PRODUCTION OIL- 89l GAS- MCI WATER-BBL: PROD. METHOD:

RATES:

CHOKESIZE: IBG. PRESS CSG. PRESS APIGRAVl7Y BTU- GAS GASJOILRATIO 24 HR PRODUCT10N OIL- BBL GAS- MCF: WATER- BBL INTERVN STATUS

RATES:

32. DisPOSITION OF GASISold, Usedfor Fuel. Venied. Eic.)

Vented
33. SilMMAAYOF POROUS ZONES (Inclutie Aquifers):

34. FORMATlON(Log) MARNERS:

Show afffuponent ropes of porosity and canients thereof. Cored inlervals and all dril-elem18815, includingdepth Interval

tested, cushionused. Ometool open, Dowirag-nd shut4n pressures and recoveries.

Formation M
Descitplions, Contents, etc

Name (Maam Depih)

Mancos 0 4,266 Shale

Ferron 4,266 4,506 Sand, Coal

36. ADDITIONALREMARMS(fnerude plugging procedule)

38. I hereby certify thatWiefomgoingand attached inlormaSan is completeand coneet as detemined from all availablerecords.

NAME‡LEASEPRuff) ug Endste
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Es VP Operatio
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*lTEM 20: Show the number of completions if production is measuredseparately from twoor moreformations.

**lTEM24:Cement Top-Show howreported top(s)ofcement were determined (circulated(ClR), calculated (CAL),cementbond log (CBL), temperaturesurvey(TS))

Send to: Utah Division ofOil,Gas and Mining Phone: 801-538-5340

1594 West North Temple, Suite 1210

Box 145801 Fax: 801-359-3940

Salt Lake City, Utah 84114-5801



State of Utah
DEPARTMENT OF NATURAL RESOURCES'

MICHAEL R. STYLER

JON M. HUNTSMAN, JR. ExecutiveDirector
Governor Division of Oil, Gas and Mining

GARY R. HERBERT JOHN R. BAZA
Lieutenant Governor Division Director

December 9, 2010

Certified Mail No.: 7004 1160 0003 0190 4789

DIVISION ORDER

Marion Energy, Inc.
119 South Tennessee, Suite 200 ej
McKinney, Texas 75069 '
Attn: Mr. Keri Clark S ÛE O
Subject: Bonding for Individual Wells

Dear Mr. Clark:

As of the date of this Order Marion Energy Inc. (Marion) has not satisfactorily
demonstrated Marion's financial ability to meet Utah Code §40-6-5(f)and Oil and Gas
Conservation General Rule (R649-3-6) requirements for state-wide bonding as requested in the
Division of Oil, Gas and Mining (Division) certified letter dated October 25, 2010.

The Division is hereby ordering individual well bonds (R649-3-1.5) for all wells (see
Attachment A) currently covered under Marion's $120,000blanket bond. The total individual
well bond obligation will be $421,500.

Therefore, Marion has 30 days from the date of this Order to post the additional
bondingor enter into an agreement with the Division to satisfy this Order.

Marion has the right to appeal the Division Order by filing to the Board of Oil, Gas and
Mining a request for review, according to procedures set forth in Utah Administrative CodeR649-10-6. A request for review of a Division Order must be filed with the secretary to the
Board, Julie Ann Carter (801) 538-5277, within 30 days of issuance of the Order.

In the event Marion does not comply with this Division Order for Individual Well
Bonding the Division will file for a formal hearing before the Board of Oil, Gas and Mining
pursuant to Utah §40-6-1l(3)& (4).

UTAH

DNR

1594West North Temple, Suite 1210, PO Box 145801, Salt Lake City, UT 84114-5801
telephone(801) 538-5340• facsimile(801)359-3940 • TTY (801) 538-7458 . www.ogm.utah.goy OIL, GAS &
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Subject: Division Order - Bonding for Individual Wells.
December 9, 2010

For bonding assistance please contact Randy Thackeray, Lead Auditor at (801) 538-
5316. General questions regarding this Order may be directed to Clinton Dworshak, Compliance
Manager at (801) 538-5280, or John Rogers, Oil and Gas Associate Director at (801) 538-5349.

Sincerely,

Clinton Dworshak
Compliance Manager

CLD/js
Exhibits
cc: John Rogers, Associate Director

Steve Alder, Assistant Attorney General
Dustin Doucet, Petroleum Engineer
Randy Thackeray, Lead Auditor
Compliance File
Well Files

N:\O&G Reviewed
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Attachment A

Well Name Well API Well Depth Bond

Cordingly Cyn 15-2 43-007-30102 4890 $30,000
Cordingly Cyn 15-1 43-007-31065 4735 $30,000
Cordingly Cyn 15-5 43-007-31167 4500 $30,000
Alpine School District 6-17 43-007-31181 5825 $30,000
Alpine School District 3-17 43-007-31182 5300 $30,000
Oman 10-29 43-007-31210 5500 $30,000
Utah Fuel 8 43-007-16015 4390 $30,000
Kenilworth RR 1 43-007-31006 4445 $30,000
Kenilworth RR 2 43-007-31007 5007 $30,000
Ballpark Cyn 1 43-007-31015 4468 $30,000
Cordingly Cyn 11-1 43-007-31070 5520 $30,000
Ballpark Cyn 17-2 43-007-31169 not reported $30,000
Cordingly Cyn 10-1 43-007-31173 6435 $30,000
Ballpark Cyn 16-2X 43-007-31207 489 $1,500
Kennilworth RR 1-A 43-007-31229 8045 $30,000

TOTAL
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State of Utah
DEPARTMENT OF NATURAL RESOURCES

-*' MICHAEL R. STYLER

GARY R.HERBERT Executive Director

Governor Division of Oil, Gas and Mining
GREGORY S. BELL JOHN R. BAZA
Lieutenant Govemor Division Director

August 25, 2011

CERTIFIED MAIL NO.: 7001 0110 0001 3568 1229

Mr. Keri Clarke
Marion Energy Inc.
901 N McDonald, Ste 601 $ ÍO 6McKinney, TX 75069-2157

Subject: Extended Shut-in and Temporary Abandoned Well Requirements for Fee or State Leases

Dear Mr. Clarke:

As of January 2011, you have one (1) Fee Lease Well and one (1) State Lease Well (seeattachment A) that have recently been added as being in non-compliance with the requirementsfor extended shut-in or temporarily abandoned (SI/TA) status. These wells are in addition toMarion Energy's Inc. (Marion) eleven (11) other wells previously addressed with Notice ofViolations.

Wells SI/TA beyond twelve (12) consecutive months requires filing a Sundry Notice(R649-3-36-1). Wells with five (5) years non-activity or non-productivity shall be plugged,unless the Division grants approval for extended shut-in time upon a showing of good cause bythe operator (649-3-36-1.3.3). For extended SI/TA consideration the operator shall provide theUtah Division of Oil, Gas & Mining with the following:

1. Reasons for SI/TA of the well (R649-3-36-1.1).

2. The length of time the well is expected to be SI/TA (R649-3-36-1.2), and

3. An explanation and supporting data if necessary, for showing the well has
integrity, meaning that the casing, cement, equipment condition, static fluid level,
pressure, existence or absence of Underground Sources of Drinking Water and
other factors do not make the well a risk to public health and safety or the
environment (R649-3-36-1.3).

Please note that the Divisions preferred method for showing well integrity is by MIT UTAH

DNR

1594 West NorthTemple,Suite 1210, PO Box 145801, Salt Lake City,UT 84114 -5801

telephone (801) 538-5340 • facsimile (801) 359-3940 •TTY (801) 538-7458 • www.ogm.utah.gov OIL, GAS &
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Page 2
Marion Energy Inc.
August 25, 2011

Submitting the information suggested below may help show well integrity and may help
qualify your well for extended SI/TA. Note: As of July 1, 2003, wells in violation of the SI/TA
rule R649-3-36 may be subject to full cost bonding (R649-3-1-4.2, 4.3).

1. Wellbore diagram, and
2. Copy of recent casing pressure test, and
3. Current pressures on the wellbore (tubing pressure, casing pressure, and

casing/casing annuli pressure) showing wellbore has integrity, and
4. Fluid level in the wellbore, and
5. An explanation of how the submitted information proves integrity.

If the required information is not received within 30 days of the date of this notice, further
actions may be initiated. If you have any questions concerning this matter, please contact me at
(801) 538-5281.

Dustin K. Doucet
Petroleum Engineer

DKD/JP/js
Enclosure
cc: Compliance File

Well File
LaVonne Garrison, SITLA

N:\O&G Reviewed
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ATTACHMENT A

Well Name API LEASE Years inactive
1 BALLPARKCANYON #1 43-007-31015 FEE 1 Year 1 Month
2 CORDINGLY CYN 15-5 43-007-31167 ML-49249 1 Year 1

ATTACHMENT A

Well Name API LEASE Years inactive
1 BALLPARKCANYON #1 43-007-31015 FEE 1 Year 1 Month
2 CORDINGLY CYN 15-5 43-007-31167 ML-49249 1 Year 1



UTAH DEPARTMENT OF NATURAL RESOURCES

Division of Oil, Gas & Mining

Oil and Gas Program

1594 West North Temple, Suite 1210, Box 145801

Salt Lake City, Utah 84114-5801

(801) 538-5340 Phone

(801) 359-3940 Fax

NOTICE OF VIOLATION
STATE OF UTAH

OIL AND GAS CONSERVATION ACT
*****k***************************************

To the following operator:

Name: MARION ENERGY INC.

Well(s) or Site(s): 1.) BALLPARK CYN 16-2X API #: 43-007-31207

2.) CORDINGLY CYN 10-1 43-007-31173

3.) BALLPARK CYN 17-2 43-007-31169

4.) KENILWORTH RR 1-A 43-007-31229

5.) ALPINE SCHOOL DISTRICT 6-17 43-007-31181

6.) OMAN 10-29 43-007-31210

7.) BALLPARK CANYON #1 43-007-31015 5 (()
8.) CORDINGLY CYN 15-5 43-007-31167

9.) KENILWORTH RR #1 43-007-31006

10.) KENILWORTH RR#2 43-007-31007

11.) CORDINGLY CYN 15-2 43-007-31064

12.) CORDINGLY CYN 15-1 43-007-31065

13.) CORDINGLY CYN 11-1 43-007-31070

Date and Time of Inspection/Violation: December 10, 2012

Mailing Address: Attn: Keri Clarke

3580 Orr Road

Allen, TX 75002

Under the authority of the Utah Oil and Gas Conservation Act, Section 40-6 et. Seq., Utah Code Annotated, 1953, as
amended, the undersigned authorized representative of the Division of Oil, Gas and Mining (Division) has conducted
an inspection of the above described site and/or records on the above date and has found alleged violation(s) of the
act, rules or permit conditions as described below.

Description of Violation(s):

Rule R649-3-36, Shut-in and Temporarily Abandoned \/Vells- According to Rule R649-3-36, the operator is required
to supply the Division with reasons for extended Sl/TA, the length of time for extended SI/TA and proof of well bore
integrity for every well SITTAover 12 consecutive months. After 5 years of continued SI/TA, the wells are to be
pluqqed unless good cause is supplied to the Division for extended SI/TA in addition to the required information just
mentioned.

Rule R649-3-4.3, Bonding - Ifthe division finds that a wellsubject to this bonding rule is in violation of Rule R649-3-
36., Shut-in and Temporarily Abandoned Wells, the division shall require a bond amount for the applicable well in the
amount of actual pluqqinq and site restoration costs.

Rule R649-3-4.4.1. Bonding - Within 30 days of notification by the division, the operator shall submit to the division an
estimate of pluqqino and site restoration costs for division review and approval.
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UTAH DEPARTMENT OF NATURAL RESOURCES

Division of Oil, Gas & Mining

Oil and Gas Program

1594 West North Temple, Suite 1210, Box 145801

Salt Lake City, Utah 84114-5801

(801) 538-5340 Phone

(801) 359-3940 Fax

The Division has initiated several contacts with Marion Energy Inc. (Marion) requesting required documents and
action per R649-3-36. Wells 1 - 6 have previously been issued Sl/TA Notices and Notices of Violation without
anything being accomplished to move these wells out of violation. Wells 7 and 8 have also been issued a SI/TA
Notice without havinq met the requirements of R649-3-36. Wells 9 - 13 are also in violation of R649-3-36 having been
added to Marion's SI/TA violation list. All wells listed above are currently under a Division Order for individual well
bonding.

There has not been any evidence of effort being made to brinq these wells into compliance. These wells are in
violation of R-649-3-36 as listed above. The Division requires Marion to put up full cost bondinq for all wells in
violation above per R649-3-4. It is also mandatory that Marion submit all documentation as required by R649-3-36
concerninq shut-in and temporarilyabandoned wells.

Immediate Action: For the wells subject to this notice, Marion shall fulfill full cost bondinq requirements for
each well. Marion shall also submit all information as required by R649-3-36 or pluq and abandon or place
the wells on production.

* Fines may be levied up to $10,000.00per day for every well in violation given the authority
provided under U.C.A. 40-6-11, part 4.

This notice shall remain in effect until it is modified, terminated, or vacated by a written notice of an authorized
representative of the director of the Division of Oil, Gas and Mining. Failure to comply with this notice will result in the
Division pursuing further actions against said operator. Further actions may include initiation of agency actions to
order full cost bonding and plugging and abandonment of wells and requests for bond forfeiture and civil penalties.

Compliance Deadline: February 8, 2013

D f Service Mailing: Januaryk, 2013 Certified Mail No: 7010 1670 0001 4810 3645

Division's Representative Operator or Representative

(If presented in person)

cc: Compliance File
Well Files
SITLA

6/2005
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& State of Utah
&I DEPARTMENT OF NATURAL RESOURCES

---JJ,JA MICHAEL R. STYLER
JON M. HUNTSMAN, JR. Executive Director

Governor Division of Oil, Gas and Mining
GARY R. HERBERT JOHN R. BAZA
Lieutenant Governor Division Director

DIVISION ORDER

February 22, 2013
Certified Mail #7010 16700001 4810 3898

Marion Energy
Attn: Keri Clarke
3580 Orr Road \SS (DE IGAllen, TX 75002

RE: Division Order to Comply with the Notice of Violation Issued to Marion Energy on January 3, 2013

The Division of Oil, Gas and Mining (Division) memorializes the actions Marion Energy (Marion) is
required to perform in order to return the wells listed below to compliance under Utah Admin. CodeR649-3-36.

1) BALLPARK CYN 16-2X API # 43-007-31207
2) CORDINGLY CYN 10-1 API # 43-007-31173
3) BALLPARK CYN 17-2 API # 43-007-31169
4) KENILWORTH RR 1-A APi # 43-007-31229
5) ALPINE SCHOOL DISTRICT 6-17 API # 43-007-31181
6) OMAN 10-29 API # 43-007-31210
7) BALLPARK CYN #1 API # 43-007-31015
8) CORDINGLY CYN 15-5 API # 43-007-31167
9) KENILWORTH RR #l API # 43-007-31006
10) KENILWORTH RR #2 API # 43-007-31007
11) CORDINGLY CYN 15-2 API # 43-007-31064
12) CORDINGLY CYN 15-1 API # 43-007-31065
13) CORDINGLY CYN l1-1 API # 43-007-31070

The Division requires the following actions to be completed by Marion Energy by the prescribed dates
listed below:

1) Provide the following monthly readings for each well listed above on the first of every month
beginning on April 1, 20I3.

a. Surface Pressure
b. Casing Pressure
c. Fluid Levels
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February 22, 2013
Subject: Division Order to Comply with Notice of Violation

2) Plug and abandon the following wells by:
a. BALLPARK CYN 16-2X July 1,2013
b. BALLPARK CYN 17-2 July 1, 2013
c. CORDINGLY CYN 10-1 July 1, 2013

3) Return the remaining wells not listed in Paragraph 2 to compliance by production, a MIT and
plan in accordance with U.A.C. R649-3-36, or plug and abandon by July I, 2013.

Marion has the right to appeal the Division Order by filing to the Board of Oil, Gas and Mining a
request for review according to procedures set forth in R649-10-6. A request for review of a DivisionOrdermust be filed with the secretary to the Board, Julie Ann Carter (801) 538-5277, within 30 days of
issuance of the order.

In the event Marion does not comply with the Division Order by the dates listed above, the Division
will file for a formal hearing before the Board of Oil, Gas and Mining, as described in the U.A.C. R641,
requesting a Board Order to plug and restore the well sites. Should this matter be brought before the
Board, the Division will seek bond forfeiture (R649-3-36), liability for plugging costs in excess of bond
forfeiture amounts (R649-3-1-4) and civil penalties of up to $10,000per day for each day of violation
(Utah Code Ann. §40-6-11).

Questionsregarding this order may be directed to Clinton Dworshak, Compliance Manager at (801)-
538-5280 or Dustin Doucet, Engineer, at (80I) 538-5281.

Sincerely,

Clinton Dworshak
Compliance Manager

CLD/js

Exhibit

ec: John Rogers, Associate Director
Cameron Johnson, Assistant Attorney General
Dustin Doucet, Engineer
Compliance File
Well Files

N:\O&G Reviewed
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UTAH DEPARTMENT OF NATURALRESOURCES
Division of Oil, Gas & Mining
Oiland Gas Program

1594 West North Temple, Suite 1210, Box 145801
Salt Lake City, Utah 84114-5801

(801) 538-5340 Phone

(801) 359-3940 Fax

NOTICE OF VIOLATION
STATE OF UTAH

OIL AND GAS CONSERVATION ACT

To the following operator:
Name: MARIONENERGY INC.
Well(s) or Site(s): 1.) BALLPARKCYN 16-2X API #: 43-007-31207

2.) CORDINGLYCYN 10:1 43407-31173
3.) BALLPARKCYN 17-2 43-007-31169

4.) KENILWORTHRR 1-A 43-007-31229
5.) ALPINE SCHOOL OISTRICT 6-17 43-007-31181
6.) OMAN 10-29 43-007-31210
7.) BALLPARKCANYON#1 43-007-31015
8.) CORDINGLYCYN 15-5 43-007-31167

9.) KENILWORTHRR #1 43-007-31006

10.) KENILWORTHRR#2 43-007-31007

11.) CORDINGLYCYN 15-2 43-007-31064
12.) CORDINGLYCYN 15-1 43-007-31065

13.) CORDINGLYCYN 11-1 43-007-31070

Date and Time of Inspection/Violation: December 10, 2012
MailingAddress: Attn: Keri Clarke

3580 Orr Road

Allen, TX 75002

Under the authority of the Utah Oil and Gas Conservation Act, Section 40-6 et. Seq., Utah Code Annotated, 1953, asamended, the undersigned authorizedrepresentative ofthe Division of Oil, Gas and Mining (Division)has conductedan inspection of the above described site and/or records on the above date and has found alleged violation(s) of theact, rules or permit conditions as described below.

Description of Violation(s):
Rule R649-3-36, Shut-in and Temporarily Abandoned Wells - According to Rule R649-3-36, the operator is equiredto supply the Division with reasons for extended SUTA, the length of time for extended SitTA and proof of well boreintegrity for every well SWTAover 12 consecutïve months. After 5 years of continued SIffA, the welts are to bepiuqqed unless good cause is supplied to the Divisíon for extended SIITAin additionto the equired information just

Rule R649-3-4.3, Bonding - If the division finds that a well subject to this bonding rule is in violation of Rug R649-3-
36., Shut-in and Temocrarily Abandoned Wells, the division shad requirea bond amount for the apoticablewett in theamount ofactual pluggingand site restoration costs.
Rule R649-3-4.4.1. Bonding - Within 30 days of notification by the division, the operator shall submit to the division anestimate of plagging and site testoration costs for division review and approvat.
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UTAH DEPARTMENT OF NATURALRESOURCES

Division of Oil, Gas & Mining

Oli and Gas Program

IS94 West Nottft Temple, Suge 1210 Bor (45801
Salt Lake City, Utah 84114-5801

(804 538-5340 Pftone

(80 1) 359-3940 Fax.

The Division has initiated sevemi contacts with Madon Energy Inc. (Marion) requesting required documents andaction per R649-3-36. WeRs 1 - 6 have poviously been issued SIITA Notices and NoticMALgŒiolatfortWilheut
anything befrig accomplished to move these wells out of violation. Wells 7 and 8 have gso been issued a SifTA
Notice wähout i:Mag met the reaunements of R64 3-36. neDs 9 - 73 are aiso in eie ahon of R6494-36 having peradded to Madon's Sf/TA violation list. Allwells listed above are cutœntly under a Division Order for individual well
bonding

There has not been any evadence of e&mt beine made to bring these meth into comphano These weds are in
violation of R-649-3-36 as listed above. The Divisica requires Marion to put un Ulf cost bonding for & wells in
violattert above per REAS-3-4.(Uis aîso mandaterv that Marion submit all docoentaien as requaed by R649-3-3ô
conceming sftut-in and temocranlyabandoned wells.

Immediate Action: For the wells subject to this notice, Marion shall fulfill full cost bonding requirements toeach well. Marion shall also submit all information as required by R649-3-36 or plug and abandon or placethe wells on production.

Fines may be levied no to 510,.000.00 per day for every weh in violation given the authorityprovided under U.C.A. 40-641, part 4.

This notice shall remain ïn effect untif ït is modified, terminated,or vacated by a written notice of an authorized
representative of the director of the Division of Oil Gas and Mining. Failure to comply with thisnotice will result in theDivision pursuing further actions against said operator Further actions may include initiation of agency actionsto
order fullcost bonding and plugging and abandonment of wells and œquests for bond forfeiture and civilpenalties

Compliance Deadline: February 822013
Dateqi Semm Mailing Jano .

20013 Certified Mai No: 701RIg70 00014413§46

O vision's Representative Operator or Representative

(If presented in person)

cc Compliance Rfe
Wei Ries
SITLA

6/2005
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marion
ENERGY

February 5, 2013

Department of Natural Resoun:es
Divisionof OilGas and Mining
1594 West NorthTemple, Suite 1210
Price, Ulah 84114

Atlantion: DustinDoucet gS i E RoPetroleum Engineer

Re: Notification of ViolationJanuary 3, 2013
Operation Plan

Dear Dustin,

Following up on our earlier (Jan. 18, 2013) letter to the Division,and subsequent discussions belweenMarion,Michael Malmquistof Parsons Behle, and Cameron Johnson, attomey for the Divisionof OilGas and Mining,Marionhas been asked 1o put togethera plan of operation for theweNsmentioned onthereferenced violation.As the Divisionis aware Marionis currently improving ils financialsituation. Thiswii allowMariontooperalethe iields in Utah fully, as it has done so in the past. From thissituationMarionwii plan to do the foDowing;

Helper

Currentlyallthe weis in Helper are connectedto the Anadarko gas and water disposal system. Each oftheweis on the Kenilworthand Cordinglysides ofthe fieldare connected by a closed gas and waler
pipelinesystemto theAnadarko connectionpoint, througha Marionrightofway.This system is currently
shut down. Marionwil have 10contact Anadarko to set the system operational again.Marioncurrently
has a gas purchase and water disposal agreement in place withAnadarko. Priortoresuming operations
MarionwiHneed to inspect each wel to determine whether equipment is missing (due to scavenging) or
otherwise in need of replacement or rehabilitationbefore the weis can be tumedback on.

Ballpark Canyon 16-2X

This wen is currentlydriMedto 500' withsurface casing set in the shaHowhole. This wellwil need a rig
set to aiow Marionto set cement in thehole, reduce the surfacecasing, cap the wel and abandon the
wel. This wellwii be abandoned by the date of the June Board hearing being June 26, 2013.

BallparkCanyon 17-2

This wei is currentlydrilledto 500' withsurface casing set in theshaiow hole. This wenwinneed a rig
set to alow Marionto set cement in thehole, reduce thesurface casing, cap thewel and abandon the
wen.This wei wii be abandoned by the date of theJune Board hearing being June 26, 2013.

3580 Orr Road,
AHen,Texas,
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ENERGY

CordinglyCanyon 10-1

This wellhas not been completed in the Mancos section of the wei. Because of downhole wellproblemsMarionplans to set a rig,plug the wellwilhcement and abandon the wei. This wel wiHbe abandoned bythe date August 8, 2013.

KenilworthRailroad#1A

This wei was last produced in February 2009. Itis a Buckhom Conglomerate wei and is capable ofproduction.This wedcurrently has a pumping uniton thewei. We wil attemptto bring the wei onproduction priortotheend of 2013. Ifthe wel is not producingan MITwillbe done.

Baipark Canyon #1

This wei was last produced inJuly 2010. It is a Fenon wei and currentlyhas a pumping unitonthe wellWe wii atlemptto bring the wei on production priorto the end of 2013. Ifthe wel is not poducing anMITwii be done.

KenilworthRailroad#1

This weHwas last produced in September 2010. It is a Ferron welland currently has a pumping unitonthe wei. We wiHattempt to bringthewei on produclionpriorlo the end of 2013. Ifthewel is not
producing an MITwinbe done.

KenilwoithRailroad#2

This wei was last produced in September 2010. It is a Ferron wei and currentlyhas a pumping unitonthewen.We wil attempttobring the wei on production priorlo ihe end of 2013. Ifthewel is not
poducing an MITwii be done.

CordinglyCanyon 15,5

This wei was last produced inApril2010. It is a Mancos wei, thoughit does not currently have a
pumping uniton thewei. Marionwil replace the equipmentneededand wiHattempt to bring 1he wei on
production priortotheend of 2013. Ifthe wei is not producingan MITwinbe done.

CordinglyCanyon 15-1

This wel was last produced in September 2010. This is a FerTon welland currently has a pumping unit
on thewen.We wii attempt tobringthewel on production priorio the end of 2013. Ifthe well is not
producing an MITwillbe done.

CordinglyCanyon 15-2

This wei was last produced in September 2010. This is a Ferron wei, thoughit does not have a
hydraulic pumping uniton the well. Marionwil replace the equipment needed, and willattempt to bring
thewellon production priorto theend of 2013, Ifthe wellis not producing an MITwillbe done.

3580 Orr Road,
AHen, Texas,
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CordinglyCanyon 11-1

This wellwas last produced in September 2010 This is a Ferron well,thoughit does not have ahydraulicpumping uniton the well.Marionwillreplace the equipment needed, and willattempt tobringthe wellon production prior to theend of 2013. Ifthewen is not producingan MITwii be done.

Clear Creek

Oman 10-29.

This wellwas drilledto the Ferron formation but was not completed. Recent operadons in the last monthhave seen a production pump placed on the well.As weather improves in the area Marionwil attempt toproduce the well.

Alpine School District&17

This wel was driHedas a Ferron wei and was completed. Marionsubmitied applications toconvertthiswei and theASD 3-17 well into water disposal weis. Afterthe ASD 3017 was approved, itwas
determined thatone wellwas needed, and another WDwel was not needed at thattime.The well
currentlyhas a rotaflexpumping uniton it Marionplans to attempt produchon from the wel by the end of
2013. Ifthe wei is not producing an MITwii be done.

Marionis proposing this plan to address the January 3, 2013 Notice of Violation. Given the constraints ofMarion's financialsituation,we believe the plan contains reasonable timeframes for conducting work
either toabandon or put back on production the weis lisled in the NOV. We look forward tohearingfrom you regarding thismatter

Yours Sincerely

KeriClarke

3580 Orr Road,
AHen,Texas,
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February 13, 2013

Department of Natural Resources
Division ofOilGas and Mining
1594 West NorthTemple, Suite1210
Salt Lake City,Utah 84114

Atlantion:Cameron Johnson, Assistant Attomey General

Re: Notilication of Violation January 3, 2013
Operation Plan

Dear Cameron,

This mspondsto the email you sent to MikeMalmquiston behalf of the Division on Febmary 8, 2013,

Anadarko Gas Purchase andWater Disposal Agreements

Marionhas in place a Gas Purchase Agmement withAnadarko lo purchase ai gas produced in the field.
Anadarko has historicallypurchased gas from the fieldand wii continue todo so in the future. Marion
also has a Water Disposal Syslam Agreement withAnadarko for al water produced in1he Helper field.
Cunently, MarionowesAnadarko of$47,500forwaler disposal fees from historicalproduction.As its
financialsituation improves Marionwinsettletheaccount. Beyondseulingilsaccount,Mariondoes not
anticipale any commercial issues withAnadarko thatcould interfere withgas sales or waler disposal.

Waler Disposal and Gas Gathering Sysiem

Once Marioncompleted ils initialdriHingprogram in the Helper Field and established thatthe weis were
produclive,twoseparate HDPE trunklines were laid,one for gas and one for water. Each of the wells
was tied in to the trunklines utilizingHDPE pipe. The tie lines and trunklines are ownedby Marion. The
trunklines terminaleat a facilitybuiltand operatedby Anadarko near Kenilworth.Afree water knock-out
was set todrop out any water in suspension withthe gas before delivery into Anadarko. The sysiem is a
closed system. Naturalgas productionat the Helper fieldwas suspended when Marionran intofinancial
issues. This decision to suspend productionwas made by Mariondue to the cash and human resource
issues, not by Anadarko lockingthe company out of thesystem.Each wei was isolated from the gas
and water lines by shuttingtherespective valves ateach weihead. Additionally,at thetimethefieldwas
shutin

Anadarko was made awareofthe Marionsituation. Subsequently, Anadarko fieldpersonnel secured the
aforementioned equipment. The Helper pipenne system was fullyoperationaland problemfree when it
was shut down. We would not anticipaleany problems with the pipe itself,but here maybe some
weHheadvalves thatwil need to be examined before recommencing fieldoperations.

FinancialSituation

Mariondoes not believe that these negotiations are in vain due to its financial condition. Marion has
reason to believe that ils financialsituationwillimprove withina timeframe thataccommodales the
compliance schedule addressed in thisand priorletters. More specificaiy, Marion expects to have
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access toadditionalfundingduring the firsthalfof March2013 thatwillallowitto begin the work in the
Helper field,withanother infusion in May 2013.

Produce or MITWels

Mariondoes not believe thatitcan produce thewells by April1, 2013. Marionaccepts the Division's
proposal to dividethe wells into Pods withassociatedMITcompletion dates, but proposes thatan
additionalmonthbe added to the proposed MITcompletiondate for each pod, as wei as the fullcost
bonding and backup date. This timingis moreconsistentwithMarion's expectation of when itwillhavethe available financialresources.

Pod 1: BanparkCanyon #1, KenilworthRaikoad #1A, #1, #2: TIle MIT date for thispod ofwells
would be June 1, 2013. The workwould begin on theKenilworthRailroad#1A. The backup date forfui
cost bonding and showing ofwenintegrilywould be July 1, 2013.

Pod 2: CordinglyCanyon 15-5, 15-2, 15-1, 11-1:The MITdate for thispod of wellswould be
August 1, 2013. The backup date for fullcost bonding and showing of well integritywould be September
1, 2013.

Pressure and Fluid Level Information

Withregard to DOGM's request for information on pressures and iluid levels in the Helper wells,we
would liketo makethefollowingcomments.First, any fielddata thatwas acquiredwhilethe fieldwas
operationalwißonlyshowwhat the operatingpressure ofthe systemwas. Typically,Anadarko was able
to keep enoughcompressionoperatingfield-widetomaintain25-30 psi on our gas system. Second, the
water system inessence gravityfed intotheAnadarko system, and as such,therewas negligible
pressure on thislineat alltimes.Third,since the mechanical integrityof thecasing is theconcem, the
tubingpressure would not provide meaningful infornation

We are not sure ifthesentence is supposedto read "productionpressures" and ifso what thatwould
mean exactly. As stated before, the fieldpressure was 25-30 psi when the fieldwas in operation. Since
the fieldis currentlyshut in there is no production or "productionpressure." Allprevious productionhas
been reported. Conceming the last part of the sentence dealing withsurface pressures, fluid levels etc.,
we see no definitiveconeiation between thoseitems and casing integrity. Gathering such infonnation
now, and particularlygiven Marion's need to be as efficientas possible withmoney and personnel,
would not appear to be a productive expenditureof resources. Marionproposes thatthisrequest be
withdrawn,and thatwe be allowed to focus on puttingourselvesin a positionto undertakeMITs,which
are the truemeasureofwell integrity,on thescheduleproposed above. We wouldexpectthatwhen
Marionenters the Helper fieldtobegin the MITprocess the fluidlevels and surface wellhead pressure
data willbe gathered for reservoir engineering reasons, and we would be happy toprovidethat
informationto the Divisionas it is obtained.

Marionhopes this letter addresses the comments and requirements outlined by the Oiland Gas Division
in your email from February 8, 2013.

We look forward to hearing from you.

Yours Sincerely

KeriClarke

3580 Orr Road,
Allen, Texas,

marion
ENERGY

access toadditionalfundingduring the firsthalfof March2013 thatwillallowitto begin the work in the
Helper field,withanother infusion in May 2013.

Produce or MITWels

Mariondoes not believe thatitcan produce thewells by April1, 2013. Marionaccepts the Division's
proposal to dividethe wells into Pods withassociatedMITcompletion dates, but proposes thatan
additionalmonthbe added to the proposed MITcompletiondate for each pod, as wei as the fullcost
bonding and backup date. This timingis moreconsistentwithMarion's expectation of when itwillhavethe available financialresources.

Pod 1: BanparkCanyon #1, KenilworthRaikoad #1A, #1, #2: TIle MIT date for thispod ofwells
would be June 1, 2013. The workwould begin on theKenilworthRailroad#1A. The backup date forfui
cost bonding and showing ofwenintegrilywould be July 1, 2013.

Pod 2: CordinglyCanyon 15-5, 15-2, 15-1, 11-1:The MITdate for thispod of wellswould be
August 1, 2013. The backup date for fullcost bonding and showing of well integritywould be September
1, 2013.

Pressure and Fluid Level Information

Withregard to DOGM's request for information on pressures and iluid levels in the Helper wells,we
would liketo makethefollowingcomments.First, any fielddata thatwas acquiredwhilethe fieldwas
operationalwißonlyshowwhat the operatingpressure ofthe systemwas. Typically,Anadarko was able
to keep enoughcompressionoperatingfield-widetomaintain25-30 psi on our gas system. Second, the
water system inessence gravityfed intotheAnadarko system, and as such,therewas negligible
pressure on thislineat alltimes.Third,since the mechanical integrityof thecasing is theconcem, the
tubingpressure would not provide meaningful infornation

We are not sure ifthesentence is supposedto read "productionpressures" and ifso what thatwould
mean exactly. As stated before, the fieldpressure was 25-30 psi when the fieldwas in operation. Since
the fieldis currentlyshut in there is no production or "productionpressure." Allprevious productionhas
been reported. Conceming the last part of the sentence dealing withsurface pressures, fluid levels etc.,
we see no definitiveconeiation between thoseitems and casing integrity. Gathering such infonnation
now, and particularlygiven Marion's need to be as efficientas possible withmoney and personnel,
would not appear to be a productive expenditureof resources. Marionproposes thatthisrequest be
withdrawn,and thatwe be allowed to focus on puttingourselvesin a positionto undertakeMITs,which
are the truemeasureofwell integrity,on thescheduleproposed above. We wouldexpectthatwhen
Marionenters the Helper fieldtobegin the MITprocess the fluidlevels and surface wellhead pressure
data willbe gathered for reservoir engineering reasons, and we would be happy toprovidethat
informationto the Divisionas it is obtained.

Marionhopes this letter addresses the comments and requirements outlined by the Oiland Gas Division
in your email from February 8, 2013.

We look forward to hearing from you.

Yours Sincerely

KeriClarke

3580 Orr Road,
Allen, Texas,



à marion
ENERGY

January 18, 2013

Department of NaluralResources
Divisionof Oiland Gas & Mining
1594 West NorthTemple,Suite 1210
Salt Lake City,Ulah 84114

Allention:Dustin Douœt

Re: Noticeof Violation- Clear Creek and Helper Fields

Dear Duslin,

in response toyour certifiedletler of January 3, 2013, we are providingyou with information for weis thatare currentlystructuredas shut in or temporarilyabandoned weHs(SI/TA)by DOGM.Each well hasindividualinformationand is lisled below.

As you know, for the last twoand a halfyears MarionEnergy Inc. (Marion)has been under financialstress thathas not allowed activeoperations inthe Clear Creek and Helper fields,beyond mainlainingaliekipresence and takingsome limited,preliminaryactions to resurning operations. In the last fewmonihs,however, Marion has been able to improveils financial posiliontothe point ofresuming activeoperalionsin theClear Creek lield,withfurlher financialimprovement expectedas thatfieldis put backon production.

Marionexplained these circumslances to DOGMand theBoard of Oil,Gas and Miningat the October26, 2012 hearing, where Marionsoughtand obtained Board approval to reinstituteactive operations atClear Creek. As discussed at thehearing, Marion's fundingis currenllylimiled to the monies needed toput theClear Creek lield back on production, beginningwiththe Oman 2-20 and Oman 10-29 wells, butonce thatoccursMarionexpects ils financialpositiontocontinue to improve tothepoint itcan meet allofils obligationswithrespect to ils SITTAwells,and tomove back intoactive operations at the Helper Field

Consislent wilh discussions at the October Board hearing, we have now rehabilitated thewaler
disposal (WD)system in theaccessibleportionof theClear Creek lieldand we are activelyworkingonrestoringproductionat thetwoinitiallytargetedwells,despile theextremewinterweather conditionsthatset in several weeks ago.

Helper

The wens listed in the NOVfor theHelper Fieldare al modem wens, having been driHedin 2005 or Ialer.
This fieldwas in production untilOclober 2010, thoughthe wells are now shut in.AHofthe Helper wells
listed in the NOVare currentlyattachedto a gas and water system (theAnadarko sales and SWD
sysiem). This system is controledentirelyby Anadarko. Marionconducled an inspection of the Helper
Fieldon 1-16-13 and coniirmed thatthere is no evidence of any gas or water leaks at any of the wels.
We undersland that DOGMhas also recently inspected the Helper Fieldand reached thesame
conclusion. Marionplans to bring thisfieldintooperation soon, as finances allow.Please be advisedthatMarionhas already provided weHbore diagrams of alloftheweis referenced below.
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BallparkCanyon 16-2X

This wei is only drilledin 500 feet on theBallparksite withsurfacecasingset The casing is 18"abovetheground and ithas a cap wekledon thecasing.This wei was a replacement for theBallparkCanyon16-2wherethe driHingwas lost on thewenwhiledridingsurfacepipe. Marionplans todril thiswellto theFenon in thefuture.

Baipark Canyon 17-2

This wel is thesame as the 16-2Xwell,and has been only drilled to 500 feet wilhsurface casing set it iscurrentlycapped on thesulface.

Baupalk Canyon FI

This wel is drilledas a Fermn welland has been compleled. Ithas been producing in the past thoughitis cunently shut in. There is a pumping uniton the well Among the Helper Fieldweis, thiswei is the onethathas theclosestproximitytooccupied structures. We closelyinspected thiswellon 1-16-13 andconfirrnedthat1hereare no issues.

CordinglyCanyon 10-1

This wel was driled as a renonproducer. However because of hole issues in thedeeper sectionitwasexpected tobe completedas a Mancos wei. Marionplansto complete thewei, and produce thewellinthefuture.

KenilwodhRR#1A

We had originaly drilled thiswet tobe a SWD wei for Helper However we had positive response fromthe Buckhom Conglomerate and we compleledthe wei in thatzone. The wel has produced in the pastand we wiRplan tobring it back online soon.A situaion regardingtheweihead leakingat the sitewashandled by ouroperationspeopleand thewei site is nowclean of thisspill
KendworthRR#1

This weRwas pmducing untilitwas shut in.There is a pumping uniton the well Marionplans to bringthiswel intopmduction soon.

KenilworthRR#2

This wel was producing untHitwas shut in.There is a pumping uniton thewell Marionplans to bringthiswei into production soon.

CordinglyCanyon 15-5

This wei was driHedto theMancos formationand was completed.Itdid produce fora short timebeforebeing shut in. Marionplans towork on thisweHand to produce itsoon.
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CordinglyCanyon 15-2

This wenwas dridedin theFerron formationand was completed. This wellwas producing untilitwasshut in.There is not cunentlya hydraulicpumping uniton the weit Marionplans toworkon thewei,replace thepumping unitand bring itback into production soon.
CordinglyCanyon 15-1

This wei was driHedto the Ferron formalionand wascompleted. This wel was producing untilitwasshut in. Itcurrentlyhas a pumping uniton thewei. Marionplans tobring thiswei inloproductionsoon.
CordinglyCanyon 11-1

This wei was driMedtothe Ferron formationand was compleled.This wei was producing untilitwasshut în.There is not currentlya hydraulicpumping uniton the well Marionplans toworkon thewei,replace the pumpingunitand bringit intoproduction soon.
Clear Creek

The NOVlisis twoweis in theClear CreekField, theASD 6-17 and theOman 10-29. Bolhofthesearemodemweis driled aller2005. The Clear Creek Fieldcame oli produclionin July 2011 due to linancialissues and a rupture in the waterdisposal line.We have inspected both of thesewellsin the last fewweeks and neither has any leaks or olherproblems.

Folkning the Board hearing in late October, Marionhas re<ommenced operations in the Clear CreekField. It has done an MITon the cunent SWD wel (theASD 3-17). Ithas replaced several AirVacs onthewaterline in the field,and tesled the wholesystem. It has commenced operations in thefieldon twowells, the Oman 2-20 and theOman 10-29. Given its linancialsituation improving,Marionplans inexpandoperations toaddiMonalClear Creek weis in the near future. Please be advised thatMarionhasprovided weibore diagrams on these weis in thepast.

ASD 6-17

This wei was dnued as a Ferron wei and was completed.Marionsubmilled applicationstoconvertthiswel and theASD 3-17 wei into WD wels, to ensure thatat least one WD wellwas permitied. AflertheASD 3-17 was approved, itwas determined thatitwould suflice and anotherWD wenwas not needed atthattime.The wei cunentlyhas a totallex pumping uniton it Marionplans io commenceoperations onthisweUand bring iton to production soon.

Oman 10-29

This wei was drHied to the Feron but was not completed. Since resumingoperationsin the Clear Creeklield in November, Marionhas sent in a completionformfor thewei, and has done a flowinst on theweH.Recent operations in the last monthhave seen a production pump placed on the weu.As weatherimproves in thearea Marionwii produce thewei.
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Bonding

Mariondoes not currently have the financialwherewithalto undertake fullcost bonding ofaHof theweislisted in theNOV,and willnot be in a conditiontodo so untilits financialsituationfurther irnproves. Wenote, however, thatMarioncurrently is bonded withDOGMfor$451,500($421,500surety bond and$30,000cash bond), and DOGMholds an additional$184,000of cash for reclamation of Marionwels,meaning there is over $630,000in place wilhDOGM for reclamation,When added to Marion's federaland SITLAbonds, there is just under $1,000,000currentlyavailable for Marionreclamation.

Based on theabove information, Marionrespectfullyrequests thatDOGM extend the SI/TAslatusonthese Weis, and withholdfurlher enforcement action whileMarionbrings the Clear Creek Field back onproduction and continues 10 improve its financialcondilionto the point it can put move back into theHelper fieldand put those wells back into productionas weß, therebyremoving the weis from SIITAstatus.

We wouldbe happy tomeetwithyou to further discuss thismatter. In the meantime, feel free to coniactus should you need anything further.

Yours Sincerely,

KeriClarke
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&I DEPARTMENT OF NATURAL RESOURCES

---JJ,JA MICHAEL R. STYLER
JON M. HUNTSMAN, JR. Executive Director

Governor Division of Oil, Gas and Mining
GARY R. HERBERT JOHN R. BAZA
Lieutenant Governor Division Director

DIVISION ORDER

February 22, 2013
Certified Mail #7010 16700001 4810 3898

Marion Energy
Attn: Keri Clarke
3580 Orr Road \SS (DE IGAllen, TX 75002

RE: Division Order to Comply with the Notice of Violation Issued to Marion Energy on January 3, 2013

The Division of Oil, Gas and Mining (Division) memorializes the actions Marion Energy (Marion) is
required to perform in order to return the wells listed below to compliance under Utah Admin. CodeR649-3-36.

1) BALLPARK CYN 16-2X API # 43-007-31207
2) CORDINGLY CYN 10-1 API # 43-007-31173
3) BALLPARK CYN 17-2 API # 43-007-31169
4) KENILWORTH RR 1-A APi # 43-007-31229
5) ALPINE SCHOOL DISTRICT 6-17 API # 43-007-31181
6) OMAN 10-29 API # 43-007-31210
7) BALLPARK CYN #1 API # 43-007-31015
8) CORDINGLY CYN 15-5 API # 43-007-31167
9) KENILWORTH RR #l API # 43-007-31006
10) KENILWORTH RR #2 API # 43-007-31007
11) CORDINGLY CYN 15-2 API # 43-007-31064
12) CORDINGLY CYN 15-1 API # 43-007-31065
13) CORDINGLY CYN l1-1 API # 43-007-31070
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a. Surface Pressure
b. Casing Pressure
c. Fluid Levels
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February 22, 2013
Subject: Division Order to Comply with Notice of Violation

2) Plug and abandon the following wells by:
a. BALLPARK CYN 16-2X July 1,2013
b. BALLPARK CYN 17-2 July 1, 2013
c. CORDINGLY CYN 10-1 July 1, 2013

3) Return the remaining wells not listed in Paragraph 2 to compliance by production, a MIT and
plan in accordance with U.A.C. R649-3-36, or plug and abandon by July I, 2013.

Marion has the right to appeal the Division Order by filing to the Board of Oil, Gas and Mining a
request for review according to procedures set forth in R649-10-6. A request for review of a DivisionOrdermust be filed with the secretary to the Board, Julie Ann Carter (801) 538-5277, within 30 days of
issuance of the order.

In the event Marion does not comply with the Division Order by the dates listed above, the Division
will file for a formal hearing before the Board of Oil, Gas and Mining, as described in the U.A.C. R641,
requesting a Board Order to plug and restore the well sites. Should this matter be brought before the
Board, the Division will seek bond forfeiture (R649-3-36), liability for plugging costs in excess of bond
forfeiture amounts (R649-3-1-4) and civil penalties of up to $10,000per day for each day of violation
(Utah Code Ann. §40-6-11).

Questionsregarding this order may be directed to Clinton Dworshak, Compliance Manager at (801)-
538-5280 or Dustin Doucet, Engineer, at (80I) 538-5281.

Sincerely,

Clinton Dworshak
Compliance Manager

CLD/js

Exhibit

ec: John Rogers, Associate Director
Cameron Johnson, Assistant Attorney General
Dustin Doucet, Engineer
Compliance File
Well Files

N:\O&G Reviewed
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UTAH DEPARTMENT OF NATURALRESOURCES
Division of Oil, Gas & Mining
Oiland Gas Program

1594 West North Temple, Suite 1210, Box 145801
Salt Lake City, Utah 84114-5801

(801) 538-5340 Phone

(801) 359-3940 Fax

NOTICE OF VIOLATION
STATE OF UTAH

OIL AND GAS CONSERVATION ACT

To the following operator:
Name: MARIONENERGY INC.
Well(s) or Site(s): 1.) BALLPARKCYN 16-2X API #: 43-007-31207

2.) CORDINGLYCYN 10:1 43407-31173
3.) BALLPARKCYN 17-2 43-007-31169

4.) KENILWORTHRR 1-A 43-007-31229
5.) ALPINE SCHOOL OISTRICT 6-17 43-007-31181
6.) OMAN 10-29 43-007-31210
7.) BALLPARKCANYON#1 43-007-31015
8.) CORDINGLYCYN 15-5 43-007-31167

9.) KENILWORTHRR #1 43-007-31006

10.) KENILWORTHRR#2 43-007-31007

11.) CORDINGLYCYN 15-2 43-007-31064
12.) CORDINGLYCYN 15-1 43-007-31065

13.) CORDINGLYCYN 11-1 43-007-31070

Date and Time of Inspection/Violation: December 10, 2012
MailingAddress: Attn: Keri Clarke

3580 Orr Road

Allen, TX 75002

Under the authority of the Utah Oil and Gas Conservation Act, Section 40-6 et. Seq., Utah Code Annotated, 1953, asamended, the undersigned authorizedrepresentative ofthe Division of Oil, Gas and Mining (Division)has conductedan inspection of the above described site and/or records on the above date and has found alleged violation(s) of theact, rules or permit conditions as described below.

Description of Violation(s):
Rule R649-3-36, Shut-in and Temporarily Abandoned Wells - According to Rule R649-3-36, the operator is equiredto supply the Division with reasons for extended SUTA, the length of time for extended SitTA and proof of well boreintegrity for every well SWTAover 12 consecutïve months. After 5 years of continued SIffA, the welts are to bepiuqqed unless good cause is supplied to the Divisíon for extended SIITAin additionto the equired information just

Rule R649-3-4.3, Bonding - If the division finds that a well subject to this bonding rule is in violation of Rug R649-3-
36., Shut-in and Temocrarily Abandoned Wells, the division shad requirea bond amount for the apoticablewett in theamount ofactual pluggingand site restoration costs.
Rule R649-3-4.4.1. Bonding - Within 30 days of notification by the division, the operator shall submit to the division anestimate of plagging and site testoration costs for division review and approvat.
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UTAH DEPARTMENT OF NATURALRESOURCES

Division of Oil, Gas & Mining

Oli and Gas Program

IS94 West Nottft Temple, Suge 1210 Bor (45801
Salt Lake City, Utah 84114-5801

(804 538-5340 Pftone

(80 1) 359-3940 Fax.

The Division has initiated sevemi contacts with Madon Energy Inc. (Marion) requesting required documents andaction per R649-3-36. WeRs 1 - 6 have poviously been issued SIITA Notices and NoticMALgŒiolatfortWilheut
anything befrig accomplished to move these wells out of violation. Wells 7 and 8 have gso been issued a SifTA
Notice wähout i:Mag met the reaunements of R64 3-36. neDs 9 - 73 are aiso in eie ahon of R6494-36 having peradded to Madon's Sf/TA violation list. Allwells listed above are cutœntly under a Division Order for individual well
bonding

There has not been any evadence of e&mt beine made to bring these meth into comphano These weds are in
violation of R-649-3-36 as listed above. The Divisica requires Marion to put un Ulf cost bonding for & wells in
violattert above per REAS-3-4.(Uis aîso mandaterv that Marion submit all docoentaien as requaed by R649-3-3ô
conceming sftut-in and temocranlyabandoned wells.

Immediate Action: For the wells subject to this notice, Marion shall fulfill full cost bonding requirements toeach well. Marion shall also submit all information as required by R649-3-36 or plug and abandon or placethe wells on production.

Fines may be levied no to 510,.000.00 per day for every weh in violation given the authorityprovided under U.C.A. 40-641, part 4.

This notice shall remain ïn effect untif ït is modified, terminated,or vacated by a written notice of an authorized
representative of the director of the Division of Oil Gas and Mining. Failure to comply with thisnotice will result in theDivision pursuing further actions against said operator Further actions may include initiation of agency actionsto
order fullcost bonding and plugging and abandonment of wells and œquests for bond forfeiture and civilpenalties

Compliance Deadline: February 822013
Dateqi Semm Mailing Jano .

20013 Certified Mai No: 701RIg70 00014413§46

O vision's Representative Operator or Representative

(If presented in person)

cc Compliance Rfe
Wei Ries
SITLA

6/2005
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marion
ENERGY

February 5, 2013

Department of Natural Resoun:es
Divisionof OilGas and Mining
1594 West NorthTemple, Suite 1210
Price, Ulah 84114

Atlantion: DustinDoucet gS i E RoPetroleum Engineer

Re: Notification of ViolationJanuary 3, 2013
Operation Plan

Dear Dustin,

Following up on our earlier (Jan. 18, 2013) letter to the Division,and subsequent discussions belweenMarion,Michael Malmquistof Parsons Behle, and Cameron Johnson, attomey for the Divisionof OilGas and Mining,Marionhas been asked 1o put togethera plan of operation for theweNsmentioned onthereferenced violation.As the Divisionis aware Marionis currently improving ils financialsituation. Thiswii allowMariontooperalethe iields in Utah fully, as it has done so in the past. From thissituationMarionwii plan to do the foDowing;

Helper

Currentlyallthe weis in Helper are connectedto the Anadarko gas and water disposal system. Each oftheweis on the Kenilworthand Cordinglysides ofthe fieldare connected by a closed gas and waler
pipelinesystemto theAnadarko connectionpoint, througha Marionrightofway.This system is currently
shut down. Marionwil have 10contact Anadarko to set the system operational again.Marioncurrently
has a gas purchase and water disposal agreement in place withAnadarko. Priortoresuming operations
MarionwiHneed to inspect each wel to determine whether equipment is missing (due to scavenging) or
otherwise in need of replacement or rehabilitationbefore the weis can be tumedback on.

Ballpark Canyon 16-2X

This wen is currentlydriMedto 500' withsurface casing set in the shaHowhole. This wellwil need a rig
set to aiow Marionto set cement in thehole, reduce the surfacecasing, cap the wel and abandon the
wel. This wellwii be abandoned by the date of the June Board hearing being June 26, 2013.

BallparkCanyon 17-2

This wei is currentlydrilledto 500' withsurface casing set in theshaiow hole. This wenwinneed a rig
set to alow Marionto set cement in thehole, reduce thesurface casing, cap thewel and abandon the
wen.This wei wii be abandoned by the date of theJune Board hearing being June 26, 2013.

3580 Orr Road,
AHen,Texas,
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CordinglyCanyon 10-1

This wellhas not been completed in the Mancos section of the wei. Because of downhole wellproblemsMarionplans to set a rig,plug the wellwilhcement and abandon the wei. This wel wiHbe abandoned bythe date August 8, 2013.

KenilworthRailroad#1A

This wei was last produced in February 2009. Itis a Buckhom Conglomerate wei and is capable ofproduction.This wedcurrently has a pumping uniton thewei. We wil attemptto bring the wei onproduction priortotheend of 2013. Ifthe wel is not producingan MITwillbe done.

Baipark Canyon #1

This wei was last produced inJuly 2010. It is a Fenon wei and currentlyhas a pumping unitonthe wellWe wii atlemptto bring the wei on production priorto the end of 2013. Ifthe wel is not poducing anMITwii be done.

KenilworthRailroad#1

This weHwas last produced in September 2010. It is a Ferron welland currently has a pumping unitonthe wei. We wiHattempt to bringthewei on produclionpriorlo the end of 2013. Ifthewel is not
producing an MITwinbe done.

KenilwoithRailroad#2

This wei was last produced in September 2010. It is a Ferron wei and currentlyhas a pumping unitonthewen.We wil attempttobring the wei on production priorlo ihe end of 2013. Ifthewel is not
poducing an MITwii be done.

CordinglyCanyon 15,5

This wei was last produced inApril2010. It is a Mancos wei, thoughit does not currently have a
pumping uniton thewei. Marionwil replace the equipmentneededand wiHattempt to bring 1he wei on
production priortotheend of 2013. Ifthe wei is not producingan MITwinbe done.

CordinglyCanyon 15-1

This wel was last produced in September 2010. This is a FerTon welland currently has a pumping unit
on thewen.We wii attempt tobringthewel on production priorio the end of 2013. Ifthe well is not
producing an MITwillbe done.

CordinglyCanyon 15-2

This wei was last produced in September 2010. This is a Ferron wei, thoughit does not have a
hydraulic pumping uniton the well. Marionwil replace the equipment needed, and willattempt to bring
thewellon production priorto theend of 2013, Ifthe wellis not producing an MITwillbe done.

3580 Orr Road,
AHen, Texas,
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CordinglyCanyon 11-1

This wellwas last produced in September 2010 This is a Ferron well,thoughit does not have ahydraulicpumping uniton the well.Marionwillreplace the equipment needed, and willattempt tobringthe wellon production prior to theend of 2013. Ifthewen is not producingan MITwii be done.

Clear Creek

Oman 10-29.

This wellwas drilledto the Ferron formation but was not completed. Recent operadons in the last monthhave seen a production pump placed on the well.As weather improves in the area Marionwil attempt toproduce the well.

Alpine School District&17

This wel was driHedas a Ferron wei and was completed. Marionsubmitied applications toconvertthiswei and theASD 3-17 well into water disposal weis. Afterthe ASD 3017 was approved, itwas
determined thatone wellwas needed, and another WDwel was not needed at thattime.The well
currentlyhas a rotaflexpumping uniton it Marionplans to attempt produchon from the wel by the end of
2013. Ifthe wei is not producing an MITwii be done.

Marionis proposing this plan to address the January 3, 2013 Notice of Violation. Given the constraints ofMarion's financialsituation,we believe the plan contains reasonable timeframes for conducting work
either toabandon or put back on production the weis lisled in the NOV. We look forward tohearingfrom you regarding thismatter

Yours Sincerely

KeriClarke

3580 Orr Road,
AHen,Texas,
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February 13, 2013

Department of Natural Resources
Division ofOilGas and Mining
1594 West NorthTemple, Suite1210
Salt Lake City,Utah 84114

Atlantion:Cameron Johnson, Assistant Attomey General

Re: Notilication of Violation January 3, 2013
Operation Plan

Dear Cameron,

This mspondsto the email you sent to MikeMalmquiston behalf of the Division on Febmary 8, 2013,

Anadarko Gas Purchase andWater Disposal Agreements

Marionhas in place a Gas Purchase Agmement withAnadarko lo purchase ai gas produced in the field.
Anadarko has historicallypurchased gas from the fieldand wii continue todo so in the future. Marion
also has a Water Disposal Syslam Agreement withAnadarko for al water produced in1he Helper field.
Cunently, MarionowesAnadarko of$47,500forwaler disposal fees from historicalproduction.As its
financialsituation improves Marionwinsettletheaccount. Beyondseulingilsaccount,Mariondoes not
anticipale any commercial issues withAnadarko thatcould interfere withgas sales or waler disposal.

Waler Disposal and Gas Gathering Sysiem

Once Marioncompleted ils initialdriHingprogram in the Helper Field and established thatthe weis were
produclive,twoseparate HDPE trunklines were laid,one for gas and one for water. Each of the wells
was tied in to the trunklines utilizingHDPE pipe. The tie lines and trunklines are ownedby Marion. The
trunklines terminaleat a facilitybuiltand operatedby Anadarko near Kenilworth.Afree water knock-out
was set todrop out any water in suspension withthe gas before delivery into Anadarko. The sysiem is a
closed system. Naturalgas productionat the Helper fieldwas suspended when Marionran intofinancial
issues. This decision to suspend productionwas made by Mariondue to the cash and human resource
issues, not by Anadarko lockingthe company out of thesystem.Each wei was isolated from the gas
and water lines by shuttingtherespective valves ateach weihead. Additionally,at thetimethefieldwas
shutin

Anadarko was made awareofthe Marionsituation. Subsequently, Anadarko fieldpersonnel secured the
aforementioned equipment. The Helper pipenne system was fullyoperationaland problemfree when it
was shut down. We would not anticipaleany problems with the pipe itself,but here maybe some
weHheadvalves thatwil need to be examined before recommencing fieldoperations.

FinancialSituation

Mariondoes not believe that these negotiations are in vain due to its financial condition. Marion has
reason to believe that ils financialsituationwillimprove withina timeframe thataccommodales the
compliance schedule addressed in thisand priorletters. More specificaiy, Marion expects to have
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February 13, 2013

Department of Natural Resources
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1594 West NorthTemple, Suite1210
Salt Lake City,Utah 84114
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Re: Notilication of Violation January 3, 2013
Operation Plan

Dear Cameron,

This mspondsto the email you sent to MikeMalmquiston behalf of the Division on Febmary 8, 2013,

Anadarko Gas Purchase andWater Disposal Agreements

Marionhas in place a Gas Purchase Agmement withAnadarko lo purchase ai gas produced in the field.
Anadarko has historicallypurchased gas from the fieldand wii continue todo so in the future. Marion
also has a Water Disposal Syslam Agreement withAnadarko for al water produced in1he Helper field.
Cunently, MarionowesAnadarko of$47,500forwaler disposal fees from historicalproduction.As its
financialsituation improves Marionwinsettletheaccount. Beyondseulingilsaccount,Mariondoes not
anticipale any commercial issues withAnadarko thatcould interfere withgas sales or waler disposal.

Waler Disposal and Gas Gathering Sysiem

Once Marioncompleted ils initialdriHingprogram in the Helper Field and established thatthe weis were
produclive,twoseparate HDPE trunklines were laid,one for gas and one for water. Each of the wells
was tied in to the trunklines utilizingHDPE pipe. The tie lines and trunklines are ownedby Marion. The
trunklines terminaleat a facilitybuiltand operatedby Anadarko near Kenilworth.Afree water knock-out
was set todrop out any water in suspension withthe gas before delivery into Anadarko. The sysiem is a
closed system. Naturalgas productionat the Helper fieldwas suspended when Marionran intofinancial
issues. This decision to suspend productionwas made by Mariondue to the cash and human resource
issues, not by Anadarko lockingthe company out of thesystem.Each wei was isolated from the gas
and water lines by shuttingtherespective valves ateach weihead. Additionally,at thetimethefieldwas
shutin

Anadarko was made awareofthe Marionsituation. Subsequently, Anadarko fieldpersonnel secured the
aforementioned equipment. The Helper pipenne system was fullyoperationaland problemfree when it
was shut down. We would not anticipaleany problems with the pipe itself,but here maybe some
weHheadvalves thatwil need to be examined before recommencing fieldoperations.

FinancialSituation

Mariondoes not believe that these negotiations are in vain due to its financial condition. Marion has
reason to believe that ils financialsituationwillimprove withina timeframe thataccommodales the
compliance schedule addressed in thisand priorletters. More specificaiy, Marion expects to have

3580 Orr Road,
ASen,Texas,



marion
ENERGY

access toadditionalfundingduring the firsthalfof March2013 thatwillallowitto begin the work in the
Helper field,withanother infusion in May 2013.

Produce or MITWels

Mariondoes not believe thatitcan produce thewells by April1, 2013. Marionaccepts the Division's
proposal to dividethe wells into Pods withassociatedMITcompletion dates, but proposes thatan
additionalmonthbe added to the proposed MITcompletiondate for each pod, as wei as the fullcost
bonding and backup date. This timingis moreconsistentwithMarion's expectation of when itwillhavethe available financialresources.

Pod 1: BanparkCanyon #1, KenilworthRaikoad #1A, #1, #2: TIle MIT date for thispod ofwells
would be June 1, 2013. The workwould begin on theKenilworthRailroad#1A. The backup date forfui
cost bonding and showing ofwenintegrilywould be July 1, 2013.

Pod 2: CordinglyCanyon 15-5, 15-2, 15-1, 11-1:The MITdate for thispod of wellswould be
August 1, 2013. The backup date for fullcost bonding and showing of well integritywould be September
1, 2013.

Pressure and Fluid Level Information

Withregard to DOGM's request for information on pressures and iluid levels in the Helper wells,we
would liketo makethefollowingcomments.First, any fielddata thatwas acquiredwhilethe fieldwas
operationalwißonlyshowwhat the operatingpressure ofthe systemwas. Typically,Anadarko was able
to keep enoughcompressionoperatingfield-widetomaintain25-30 psi on our gas system. Second, the
water system inessence gravityfed intotheAnadarko system, and as such,therewas negligible
pressure on thislineat alltimes.Third,since the mechanical integrityof thecasing is theconcem, the
tubingpressure would not provide meaningful infornation

We are not sure ifthesentence is supposedto read "productionpressures" and ifso what thatwould
mean exactly. As stated before, the fieldpressure was 25-30 psi when the fieldwas in operation. Since
the fieldis currentlyshut in there is no production or "productionpressure." Allprevious productionhas
been reported. Conceming the last part of the sentence dealing withsurface pressures, fluid levels etc.,
we see no definitiveconeiation between thoseitems and casing integrity. Gathering such infonnation
now, and particularlygiven Marion's need to be as efficientas possible withmoney and personnel,
would not appear to be a productive expenditureof resources. Marionproposes thatthisrequest be
withdrawn,and thatwe be allowed to focus on puttingourselvesin a positionto undertakeMITs,which
are the truemeasureofwell integrity,on thescheduleproposed above. We wouldexpectthatwhen
Marionenters the Helper fieldtobegin the MITprocess the fluidlevels and surface wellhead pressure
data willbe gathered for reservoir engineering reasons, and we would be happy toprovidethat
informationto the Divisionas it is obtained.

Marionhopes this letter addresses the comments and requirements outlined by the Oiland Gas Division
in your email from February 8, 2013.

We look forward to hearing from you.

Yours Sincerely

KeriClarke
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January 18, 2013

Department of NaluralResources
Divisionof Oiland Gas & Mining
1594 West NorthTemple,Suite 1210
Salt Lake City,Ulah 84114

Allention:Dustin Douœt

Re: Noticeof Violation- Clear Creek and Helper Fields

Dear Duslin,

in response toyour certifiedletler of January 3, 2013, we are providingyou with information for weis thatare currentlystructuredas shut in or temporarilyabandoned weHs(SI/TA)by DOGM.Each well hasindividualinformationand is lisled below.

As you know, for the last twoand a halfyears MarionEnergy Inc. (Marion)has been under financialstress thathas not allowed activeoperations inthe Clear Creek and Helper fields,beyond mainlainingaliekipresence and takingsome limited,preliminaryactions to resurning operations. In the last fewmonihs,however, Marion has been able to improveils financial posiliontothe point ofresuming activeoperalionsin theClear Creek lield,withfurlher financialimprovement expectedas thatfieldis put backon production.

Marionexplained these circumslances to DOGMand theBoard of Oil,Gas and Miningat the October26, 2012 hearing, where Marionsoughtand obtained Board approval to reinstituteactive operations atClear Creek. As discussed at thehearing, Marion's fundingis currenllylimiled to the monies needed toput theClear Creek lield back on production, beginningwiththe Oman 2-20 and Oman 10-29 wells, butonce thatoccursMarionexpects ils financialpositiontocontinue to improve tothepoint itcan meet allofils obligationswithrespect to ils SITTAwells,and tomove back intoactive operations at the Helper Field

Consislent wilh discussions at the October Board hearing, we have now rehabilitated thewaler
disposal (WD)system in theaccessibleportionof theClear Creek lieldand we are activelyworkingonrestoringproductionat thetwoinitiallytargetedwells,despile theextremewinterweather conditionsthatset in several weeks ago.

Helper

The wens listed in the NOVfor theHelper Fieldare al modem wens, having been driHedin 2005 or Ialer.
This fieldwas in production untilOclober 2010, thoughthe wells are now shut in.AHofthe Helper wells
listed in the NOVare currentlyattachedto a gas and water system (theAnadarko sales and SWD
sysiem). This system is controledentirelyby Anadarko. Marionconducled an inspection of the Helper
Fieldon 1-16-13 and coniirmed thatthere is no evidence of any gas or water leaks at any of the wels.
We undersland that DOGMhas also recently inspected the Helper Fieldand reached thesame
conclusion. Marionplans to bring thisfieldintooperation soon, as finances allow.Please be advisedthatMarionhas already provided weHbore diagrams of alloftheweis referenced below.
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BallparkCanyon 16-2X

This wei is only drilledin 500 feet on theBallparksite withsurfacecasingset The casing is 18"abovetheground and ithas a cap wekledon thecasing.This wei was a replacement for theBallparkCanyon16-2wherethe driHingwas lost on thewenwhiledridingsurfacepipe. Marionplans todril thiswellto theFenon in thefuture.

Baipark Canyon 17-2

This wel is thesame as the 16-2Xwell,and has been only drilled to 500 feet wilhsurface casing set it iscurrentlycapped on thesulface.

Baupalk Canyon FI

This wel is drilledas a Fermn welland has been compleled. Ithas been producing in the past thoughitis cunently shut in. There is a pumping uniton the well Among the Helper Fieldweis, thiswei is the onethathas theclosestproximitytooccupied structures. We closelyinspected thiswellon 1-16-13 andconfirrnedthat1hereare no issues.

CordinglyCanyon 10-1

This wel was driled as a renonproducer. However because of hole issues in thedeeper sectionitwasexpected tobe completedas a Mancos wei. Marionplansto complete thewei, and produce thewellinthefuture.

KenilwodhRR#1A

We had originaly drilled thiswet tobe a SWD wei for Helper However we had positive response fromthe Buckhom Conglomerate and we compleledthe wei in thatzone. The wel has produced in the pastand we wiRplan tobring it back online soon.A situaion regardingtheweihead leakingat the sitewashandled by ouroperationspeopleand thewei site is nowclean of thisspill
KendworthRR#1

This weRwas pmducing untilitwas shut in.There is a pumping uniton the well Marionplans to bringthiswel intopmduction soon.

KenilworthRR#2

This wel was producing untHitwas shut in.There is a pumping uniton thewell Marionplans to bringthiswei into production soon.

CordinglyCanyon 15-5

This wei was driHedto theMancos formationand was completed.Itdid produce fora short timebeforebeing shut in. Marionplans towork on thisweHand to produce itsoon.
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CordinglyCanyon 15-2

This wenwas dridedin theFerron formationand was completed. This wellwas producing untilitwasshut in.There is not cunentlya hydraulicpumping uniton the weit Marionplans toworkon thewei,replace thepumping unitand bring itback into production soon.
CordinglyCanyon 15-1

This wei was driHedto the Ferron formalionand wascompleted. This wel was producing untilitwasshut in. Itcurrentlyhas a pumping uniton thewei. Marionplans tobring thiswei inloproductionsoon.
CordinglyCanyon 11-1

This wei was driMedtothe Ferron formationand was compleled.This wei was producing untilitwasshut în.There is not currentlya hydraulicpumping uniton the well Marionplans toworkon thewei,replace the pumpingunitand bringit intoproduction soon.
Clear Creek

The NOVlisis twoweis in theClear CreekField, theASD 6-17 and theOman 10-29. Bolhofthesearemodemweis driled aller2005. The Clear Creek Fieldcame oli produclionin July 2011 due to linancialissues and a rupture in the waterdisposal line.We have inspected both of thesewellsin the last fewweeks and neither has any leaks or olherproblems.

Folkning the Board hearing in late October, Marionhas re<ommenced operations in the Clear CreekField. It has done an MITon the cunent SWD wel (theASD 3-17). Ithas replaced several AirVacs onthewaterline in the field,and tesled the wholesystem. It has commenced operations in thefieldon twowells, the Oman 2-20 and theOman 10-29. Given its linancialsituation improving,Marionplans inexpandoperations toaddiMonalClear Creek weis in the near future. Please be advised thatMarionhasprovided weibore diagrams on these weis in thepast.

ASD 6-17

This wei was dnued as a Ferron wei and was completed.Marionsubmilled applicationstoconvertthiswel and theASD 3-17 wei into WD wels, to ensure thatat least one WD wellwas permitied. AflertheASD 3-17 was approved, itwas determined thatitwould suflice and anotherWD wenwas not needed atthattime.The wei cunentlyhas a totallex pumping uniton it Marionplans io commenceoperations onthisweUand bring iton to production soon.

Oman 10-29

This wei was drHied to the Feron but was not completed. Since resumingoperationsin the Clear Creeklield in November, Marionhas sent in a completionformfor thewei, and has done a flowinst on theweH.Recent operations in the last monthhave seen a production pump placed on the weu.As weatherimproves in thearea Marionwii produce thewei.
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Bonding

Mariondoes not currently have the financialwherewithalto undertake fullcost bonding ofaHof theweislisted in theNOV,and willnot be in a conditiontodo so untilits financialsituationfurther irnproves. Wenote, however, thatMarioncurrently is bonded withDOGMfor$451,500($421,500surety bond and$30,000cash bond), and DOGMholds an additional$184,000of cash for reclamation of Marionwels,meaning there is over $630,000in place wilhDOGM for reclamation,When added to Marion's federaland SITLAbonds, there is just under $1,000,000currentlyavailable for Marionreclamation.

Based on theabove information, Marionrespectfullyrequests thatDOGM extend the SI/TAslatusonthese Weis, and withholdfurlher enforcement action whileMarionbrings the Clear Creek Field back onproduction and continues 10 improve its financialcondilionto the point it can put move back into theHelper fieldand put those wells back into productionas weß, therebyremoving the weis from SIITAstatus.

We wouldbe happy tomeetwithyou to further discuss thismatter. In the meantime, feel free to coniactus should you need anything further.

Yours Sincerely,

KeriClarke
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STATE OF UTAH FORM 9

DEPARTMENT OF NATURALRESOURCES
DIVISIONOF OIL, GAS AND MINING 5. LEASEDESIGNATIONANDSERIALNUMBER:

DIV.0FOIL,GAS&MUNG
6. [F INDIAN,ALLOTTEEORTRlBE NAME

SUNDRY NOTICES AND REPORTS ON WELLS
7. UNITor CA AGREEMENT NAME:

Do not use this form for proposals to drillnew wells,significantlydeepen existingwells below current bottom-hole depth, reenterplugged wells, or to
drillhorizontal laterals. Use APPLICATION FOR PERMIT TO DRILLform forsuch proposals.

1. TYPE OF WELL 8. WELL NAMEand NUMBER:
OIL WELL GAS WELL OTHER Kenilworth/Cordingly Field

2.NAMEOFOPERATOR: 9.APINUMBER:

Marion Energy, Inc.
3. ADDRESS OF OPERATOR: PHONE NUMBER: 10. FIELDAND POOL, OR WILDCAT:

31 No. Main Street an Helper Ut 7,,84626 (435) 650-3923 Kenilworth/Cordingly Field
4. LOCATION OF WELL

FOOTAGES AT SURFACE: COUNTY: Carbam

QTR/QTR, SECTION, TOWNSHIP, RANGE, MERIDIAN: STATE:
UTAH

11. CHECK APPROPRIATE BOXES TO INDICATENATURE OF NOTICE, REPORT, OR OTHER DATA

TYPE OF SUBMISSION TYPE OF ACTION

O AClDIZE DEEPEN REPERFORATE CURRENT FORMATION

O NOTICE OF INTENT
(Submit in Duplicate) ALTER CASING FRACTURE TREAT SIDETRACK TO REPAIR WELL

Approximate date work willstart: CASING REPAIR NEW CONSTRUCTION TEMPORARILYABANDON

O CHANGE TO PREVIOUS PLANS OPERATOR CHANGE TUBING REPAIR

O CHANGE TUBING PLUG ANDABANDON VENT OR FLARE

SUBSEQUENT REPORT CHANGE WELL NAME PLUG BACK WATER DiŠPOSAL
(Submit Original Form Only)

O CHANGE WELL STATUS PRODUCTION (STARTIRESUME) WATER SHUT-OFF

Date ofwork completion:
O COMMINGLEPRODUCING FORMATIONS RECLAMATlONOF WELL SITE OTHER:

O CONVERT WELLTYPE RECOMPLETE - DIFFERENT FORMATION

12. DESCRIBE PROPOSED OR COMPLETED OPERATIONS. Clearly show all pertinent details including dates, depths, volumes, etc.

Kenilworth/Cordingly Field

Well pressures taken and documented. See attachment.

We are currently unable to get fluid levels but are working to correct the issue.

DaveSmith Construction/Maintenance
SNAG REEA ATLEE

4/1/2013

(This space for State use only) Accepted by the
Utah Division of

Oil, Gas and Mining
(5/2000) (See Instructions on Reverse Side) For Record

... RECElVED
STATE OF UTAH FORM 9

DEPARTMENT OF NATURALRESOURCES
DIVISIONOF OIL, GAS AND MINING 5. LEASEDESIGNATIONANDSERIALNUMBER:

DIV.0FOIL,GAS&MUNG
6. [F INDIAN,ALLOTTEEORTRlBE NAME

SUNDRY NOTICES AND REPORTS ON WELLS
7. UNITor CA AGREEMENT NAME:

Do not use this form for proposals to drillnew wells,significantlydeepen existingwells below current bottom-hole depth, reenterplugged wells, or to
drillhorizontal laterals. Use APPLICATION FOR PERMIT TO DRILLform forsuch proposals.

1. TYPE OF WELL 8. WELL NAMEand NUMBER:
OIL WELL GAS WELL OTHER Kenilworth/Cordingly Field

2.NAMEOFOPERATOR: 9.APINUMBER:

Marion Energy, Inc.
3. ADDRESS OF OPERATOR: PHONE NUMBER: 10. FIELDAND POOL, OR WILDCAT:

31 No. Main Street an Helper Ut 7,,84626 (435) 650-3923 Kenilworth/Cordingly Field
4. LOCATION OF WELL

FOOTAGES AT SURFACE: COUNTY: Carbam

QTR/QTR, SECTION, TOWNSHIP, RANGE, MERIDIAN: STATE:
UTAH

11. CHECK APPROPRIATE BOXES TO INDICATENATURE OF NOTICE, REPORT, OR OTHER DATA

TYPE OF SUBMISSION TYPE OF ACTION

O AClDIZE DEEPEN REPERFORATE CURRENT FORMATION

O NOTICE OF INTENT
(Submit in Duplicate) ALTER CASING FRACTURE TREAT SIDETRACK TO REPAIR WELL

Approximate date work willstart: CASING REPAIR NEW CONSTRUCTION TEMPORARILYABANDON

O CHANGE TO PREVIOUS PLANS OPERATOR CHANGE TUBING REPAIR

O CHANGE TUBING PLUG ANDABANDON VENT OR FLARE

SUBSEQUENT REPORT CHANGE WELL NAME PLUG BACK WATER DiŠPOSAL
(Submit Original Form Only)

O CHANGE WELL STATUS PRODUCTION (STARTIRESUME) WATER SHUT-OFF

Date ofwork completion:
O COMMINGLEPRODUCING FORMATIONS RECLAMATlONOF WELL SITE OTHER:

O CONVERT WELLTYPE RECOMPLETE - DIFFERENT FORMATION

12. DESCRIBE PROPOSED OR COMPLETED OPERATIONS. Clearly show all pertinent details including dates, depths, volumes, etc.

Kenilworth/Cordingly Field

Well pressures taken and documented. See attachment.

We are currently unable to get fluid levels but are working to correct the issue.

DaveSmith Construction/Maintenance
SNAG REEA ATLEE

4/1/2013

(This space for State use only) Accepted by the
Utah Division of

Oil, Gas and Mining
(5/2000) (See Instructions on Reverse Side) For Record



Kenihuodh/Cordingly

Pressures

15-1

Tubing 0 Casing 5

15-5

Tubing 0 Casing 0

15-2

Tubing 0 Casing 0

10-1

Tubing 0 Casing 15

Cordingly 11-1

Tubing 0 Casing 80

KenihuodhRR1-A

Tubing 400 Casing 1400

KenihuodhRR1

Tubing 20 Casing 20

15-3

Tubing 20' Casing 50

BalIPark1

Tubing 0 Casing 0

KenihuodhRR2

Tubing 0 Casing 0

16-2 Not Drilled

17-2 NotDrilled

Kenilworth RR 15-4 Not

Kenihuodh/Cordingly

Pressures
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Tubing 0 Casing 5

15-5

Tubing 0 Casing 0

15-2

Tubing 0 Casing 0

10-1

Tubing 0 Casing 15
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Tubing 400 Casing 1400

KenihuodhRR1

Tubing 20 Casing 20

15-3

Tubing 20' Casing 50

BalIPark1

Tubing 0 Casing 0

KenihuodhRR2

Tubing 0 Casing 0

16-2 Not Drilled

17-2 NotDrilled

Kenilworth RR 15-4 Not



INSTRUCTIONS

This form shall be submitted by the operator to show the intention and/or completion of the following:
e miscellaneous work projects and actions for which other specific report forms do not exist;
e all other work and events as identified in section 11, Type of Action, or as required by the Utah Oil and Gas

Conservation General Rules, including:
- minor deepening of an existing well bore,
- plugging back a well,
- recompleting to a different producing formation within an existing well bore (intent only),
- reperforating the current producing formation,
- drilling a sidetrack to repair a well,
- reporting monthly the status of each drillingwell.

This form is not to be used for pronosals to
- drillnew wells,
- reenter previously plugged and abandoned wells,
- significantlydeepen existing wells below theircurrent bottom-hole depth,
- drillhorizontal laterals from an existing well bore,
- drill hydrocarbon exploratory holes such as core samples and stratigraphic tests.

Use Form 3, Application for Permit to Drill (APD) for such proposals.

NOTICE OF INTENT - A notice of intention to do work on a well or to change plans previously approved shall be
submitted in duplicate and must be received and approved by the divisionbefore the work is commenced. The operator
is responsible for receipt of the notice by the division in ample time for proper consideration and action. In cases of
emergency, the operator may obtain verbal approval to commence work.Withinfive days after receivingverbal approval,
the operator shall submit a Sundry Notice describing the work and acknowledging the verbal approval.

SUBSEQUENT REPORT - A subsequent report shall be submitted to the division within 30 days of the completion of
the outlined work. Specific details of the work performed should be provided, including dates, well depths, placement
of plugs, etc.

WELL ABANDONMENT - Proposals to abandon a well and subsequent reports of abandonment should include reasons
for the abandonment; data on any former or present productive zones, or other zones with present significant fluid
contents not sealed off by cement or otherwise; depths (topand bottom) and method of placement of cement plugs;
mud or other material placed below, between and above plugs; amount, size, and method of parting of any casing, liner,
or tubingpulled and the depth to top of any left in the hole; method of closing top of well;and date well site conditioned
for final inspection looking to approval of the abandonment.

In addition to any Sundry Notice forms submitted, Form 8, Well Completion or Recompletion Report and Log must
be submitted to the division to report the results of the following operations:
• completing or plugging a new well,
• reentering a previously plugged and abandoned well,
• significantlydeepening an existing well bore below the current bottom-hole depth,
• drilling horizontal laterals from an existing well bore,
e drilling hydrocarbon exploratory holes such as core samples and stratigraphic tests,
• recompleting to a different producing formation.

Send to:

Utah Divisionof Oil,Gas and Mining Phone: 801-538-5340
1594 West North Temple, Suite 1210
Box 145801 Fax: 801-359-3940

Salt Lake City, Utah 84114-5801

INSTRUCTIONS

This form shall be submitted by the operator to show the intention and/or completion of the following:
e miscellaneous work projects and actions for which other specific report forms do not exist;
e all other work and events as identified in section 11, Type of Action, or as required by the Utah Oil and Gas

Conservation General Rules, including:
- minor deepening of an existing well bore,
- plugging back a well,
- recompleting to a different producing formation within an existing well bore (intent only),
- reperforating the current producing formation,
- drilling a sidetrack to repair a well,
- reporting monthly the status of each drillingwell.

This form is not to be used for pronosals to
- drillnew wells,
- reenter previously plugged and abandoned wells,
- significantlydeepen existing wells below theircurrent bottom-hole depth,
- drillhorizontal laterals from an existing well bore,
- drill hydrocarbon exploratory holes such as core samples and stratigraphic tests.

Use Form 3, Application for Permit to Drill (APD) for such proposals.

NOTICE OF INTENT - A notice of intention to do work on a well or to change plans previously approved shall be
submitted in duplicate and must be received and approved by the divisionbefore the work is commenced. The operator
is responsible for receipt of the notice by the division in ample time for proper consideration and action. In cases of
emergency, the operator may obtain verbal approval to commence work.Withinfive days after receivingverbal approval,
the operator shall submit a Sundry Notice describing the work and acknowledging the verbal approval.

SUBSEQUENT REPORT - A subsequent report shall be submitted to the division within 30 days of the completion of
the outlined work. Specific details of the work performed should be provided, including dates, well depths, placement
of plugs, etc.

WELL ABANDONMENT - Proposals to abandon a well and subsequent reports of abandonment should include reasons
for the abandonment; data on any former or present productive zones, or other zones with present significant fluid
contents not sealed off by cement or otherwise; depths (topand bottom) and method of placement of cement plugs;
mud or other material placed below, between and above plugs; amount, size, and method of parting of any casing, liner,
or tubingpulled and the depth to top of any left in the hole; method of closing top of well;and date well site conditioned
for final inspection looking to approval of the abandonment.

In addition to any Sundry Notice forms submitted, Form 8, Well Completion or Recompletion Report and Log must
be submitted to the division to report the results of the following operations:
• completing or plugging a new well,
• reentering a previously plugged and abandoned well,
• significantlydeepening an existing well bore below the current bottom-hole depth,
• drilling horizontal laterals from an existing well bore,
e drilling hydrocarbon exploratory holes such as core samples and stratigraphic tests,
• recompleting to a different producing formation.

Send to:

Utah Divisionof Oil,Gas and Mining Phone: 801-538-5340
1594 West North Temple, Suite 1210
Box 145801 Fax: 801-359-3940

Salt Lake City, Utah 84114-5801



1) BALLPARKCYN 16-2X API # 43-007-31207
2) CORDINGLY CYN 10-1 API # 43-007-3 1173
3) BALLPARKCYN 17-2 API # 43-007-31169
4) KENILWORTH RR 1-A API # 43-007-31229
5) ALPINE SCHOOL DISTRICT 6-17 API #43-007-31181
6) OMAN 10-29 API # 43-007-31210
7) BALLPARK CYN #1 API # 43-007-31015
8) CORDINGLYCYN 15-5 API # 43-007-31167
9) KENILWORTHRR #1 API # 43-007-31006
10) KENILWORTH RR #2 API # 43-007-31007
11) CORDINGLYCYN 15-2 API # 43-007-31064
12) CORDINGLYCYN 15-1 API # 43-007-31065
13) CORDINGLYCYN I1-1 API #

1) BALLPARKCYN 16-2X API # 43-007-31207
2) CORDINGLY CYN 10-1 API # 43-007-3 1173
3) BALLPARKCYN 17-2 API # 43-007-31169
4) KENILWORTH RR 1-A API # 43-007-31229
5) ALPINE SCHOOL DISTRICT 6-17 API #43-007-31181
6) OMAN 10-29 API # 43-007-31210
7) BALLPARK CYN #1 API # 43-007-31015
8) CORDINGLYCYN 15-5 API # 43-007-31167
9) KENILWORTHRR #1 API # 43-007-31006
10) KENILWORTH RR #2 API # 43-007-31007
11) CORDINGLYCYN 15-2 API # 43-007-31064
12) CORDINGLYCYN 15-1 API # 43-007-31065
13) CORDINGLYCYN I1-1 API #



STATEOFUTAH FORM9
DEPARTMENT OF NATURALRESOURCES

DIVISION OF OIL, GAS AND MINING & LEASEDESIGNATIONANDSERIALNUMBER:

6 1F INDIAN,ALLOTTEEOR TRIBE NAMESUNDRY NOTICES AND REPORTS ON WELLS
7 UNITor CA AGREEMENTNAME:Do not use this form for pmposals to dnti new wells. signilicantlydeepen existingwells below current bottom-hoe depth. reenter plugged wens, or lodrillhorizontal laterals. Use APPLICATION FOR PERMITTO DRILLform forsuch proposals

i TYPE OF WELL --- 8 WELLNAMEand NUMBER:OIL WELL GAS WELL LQ OTHER .Kenilworth/CordinglyCanyon
2 NAMEOF OPERATOR

9 API NUMBER
Marion Energy, Inc.

3. ADDRESSOF OPERATOR: PHONE NUMBER: 10 FIELDANDPOOL OR WILDCAT31 No. Main St om Helper 84526 (435) 650-3923 Kenilworth
4 LOCATION OF WELL

FOOTAGESAT SURFACE. COUNTY Carbon

QTROTR, SECTION. TOWNSHIP, RANGE. MERIDIAN STATE
UTAH

« CHECK APPROPRIATE BOXES TO INDICATE NATURE OF NOTICE, REPORT, OR OTHER DATA
TYPE OF SUBMISSION TYPE OF ACTION

O ACIDIZE DEEPEN REPERFORATE CURRENT FORMATIONO NOTICEOF INTENT
(Submd in DLelicate) ALTER CASING MACTURE TREAT SIDETRACK TO REPAIR WELL

Appror.mate date work wiOstart CASINGREPAR NEWCONSTRUCTON TEMPORARILY ABANDON

O CHANGETO PREVIOUSPLANS OPERATORCHANGE TUBINGREPAIR

CHANGE TUBING PLUGANDABANDON O VENT OR FLARE
SUBSEQUENT REPORT CHANGEWELLNAME PLJG BACK WATER DISPOSAL(Submit Original Form Only)

O CHANGEWELL STATU MODUCTION (STARTIRESUME) WATER SHUT-OFFDate ofworkcompletion
O COMMINGLEPRODUCINGFORMATIONS RECLAMATIONOF WELLSITE OTHER

O coNVERT WELLTYPE RECOMPLETE-DIFFERENT FORMATION

12 DESCRIBE PROPOSED OR COMPLETEDOPERATIONS. Clearly show all pertinent details including dates, depths, volumes, etc.

See attached documents. Pressures and water and gas for April.

Accepted by the
Utah Division of

Oil, Gas a ning
nly

Dave Smith
TITLE CODSÍTUCtÎOn/Maintenance

DATE 5/1/2013

(Tills space for State use only)

RECEIVED
MAY0 12013(&2000) (See Instructions on Rewrse Side)
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Marion Energy, Inc.
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Kenilworth/Cordingly

Pressures

15-1

Tubing 0 Casing 5

15-5

Tubing 0 Casing 0

15-2

Tubing 0 Casing 0

10-1

Tubing 0 Casing 15

Cordingly 11-1

Tubing 0 Casing 80

Kenilworth RR 1-A

Tubing 400 Casing 1400

Kenilworth RR 1

Tubing 20 Casing 20

15-3

Tubing 20 Casing 50

Ball Park 1

Tubing 0 Casing 0

Kenilworth RR 2

Tubing 0 Casing 0

16-2 Not Drilled

17-2 Not Drilled

Kenilworth RR 15-4 Not

Kenilworth/Cordingly

Pressures

15-1

Tubing 0 Casing 5

15-5

Tubing 0 Casing 0

15-2

Tubing 0 Casing 0

10-1

Tubing 0 Casing 15

Cordingly 11-1

Tubing 0 Casing 80

Kenilworth RR 1-A

Tubing 400 Casing 1400

Kenilworth RR 1

Tubing 20 Casing 20

15-3

Tubing 20 Casing 50

Ball Park 1

Tubing 0 Casing 0

Kenilworth RR 2

Tubing 0 Casing 0

16-2 Not Drilled

17-2 Not Drilled

Kenilworth RR 15-4 Not



Clear Creek

1029

Tubing 0 Casing 0

Oman 2-20

Tubing 110 Casing 90

6-17

Tubing 0 Casing

Clear Creek

1029

Tubing 0 Casing 0

Oman 2-20

Tubing 110 Casing 90

6-17

Tubing 0 Casing



State of Utah
DEPARTMENT OF NATURAL RESOURCES

MICHAEL R. STYLER

GARY R. HERBERT Executive Director

Governor Division of Oil, Gas and Mining
SPENCER J. COX JOHN R. BAZA
Lieutenant Govemor Division Director

June 2, 2014

Certified Mail #7003 2260 0003 2358 7004

Jeff Clarke
Marion Energy, Inc. 1 ( SS 1 6
3580 Orr Road
Allen, Texas 75002

Subject: Notice of Violation for Shut-in and Temporarily Abandoned Wells

Dear Mr. Clarke:

The Division of Oil, Gas and Mining (Division) issued Marion Energy, Inc (Marion) a
Shut-in and Temporarily Abandoned Notice of Violation (NOV), dated January 3, 2013, for the
following thirteen (13) wells.

Ballpark Cyn 16-2X 43-007-31207 Plugged and Abandoned - June 2013
Cordingly Cyn 10-1 43-007-31173 Plugged and Abandoned - October 2012
Ballpark Cyn 17-2 43-007-31169 Plugged and Abandoned - June 2013
Kenilworth RR 1-A 43-007-31229 Last Production - November 2008
Alpine School District 6-17 43-007-31181 Last Production - November 2008
Oman 10-29 43-007-31210 Comp - November 2008, Never Produced
Ballpark Cyn #1 43-007-31015 Last Production - June 2010
Cordingly Cyn 15-5 43-007-31167 Last Production - April 2010
Kenilworth RR #1 43-007-31006 Last Production - August 2010
Kenilworth RR#2 43-007-31007 Last Production - August 2010
Cordingly Cyn 15-2 43-007-31064 Last Production - August 2010
Cordingly Cyn 15-1 43-007-31065 Last Production - August 2010
Cordingly Cyn 11-1 43-007-31070 Last Production - August 2010

Marion plugged and abandoned the Ballpark Cyn 16-2X, Cordingly Cyn 10-1 and
Ballpark Cyn 17-2 wells. The other ten (10) wells are still in noncompliance with Rule R64-3-16
Shut-in and Temporarily Abandoned Wells. If work was done on the wells Marion has not
submitted notice of intent or subsequent sundry notices to the Division. If any work has been
done on the wells please submit sundries immediately for the well files.

The operator is responsible to file, yearly, for extended shut-in or temporary
abandonment for wells shut-in or temporarily abandoned for a period of twelve (12) consecutive
months. Marion must file a Sundry Notice providing the following information for each of the
above ten noncompliance wells; reasons for shut-in or temporarily abandonment of the well,
length of time the well is expected to be shut-in or temporarily abandoned and an explanatioDNR

1594 West North Temple, Suite 1210, PO Box 145801, Salt Lake City, UT 84114-5801
telephone (801) 538-5340 • facsimile (801) 359-3940 • TTY (801) 538-7458 • www ogm.utah.gov

OIL, GAS &

State of Utah
DEPARTMENT OF NATURAL RESOURCES

MICHAEL R. STYLER

GARY R. HERBERT Executive Director

Governor Division of Oil, Gas and Mining
SPENCER J. COX JOHN R. BAZA
Lieutenant Govemor Division Director

June 2, 2014

Certified Mail #7003 2260 0003 2358 7004

Jeff Clarke
Marion Energy, Inc. 1 ( SS 1 6
3580 Orr Road
Allen, Texas 75002

Subject: Notice of Violation for Shut-in and Temporarily Abandoned Wells

Dear Mr. Clarke:

The Division of Oil, Gas and Mining (Division) issued Marion Energy, Inc (Marion) a
Shut-in and Temporarily Abandoned Notice of Violation (NOV), dated January 3, 2013, for the
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Kenilworth RR#2 43-007-31007 Last Production - August 2010
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Cordingly Cyn 15-1 43-007-31065 Last Production - August 2010
Cordingly Cyn 11-1 43-007-31070 Last Production - August 2010

Marion plugged and abandoned the Ballpark Cyn 16-2X, Cordingly Cyn 10-1 and
Ballpark Cyn 17-2 wells. The other ten (10) wells are still in noncompliance with Rule R64-3-16
Shut-in and Temporarily Abandoned Wells. If work was done on the wells Marion has not
submitted notice of intent or subsequent sundry notices to the Division. If any work has been
done on the wells please submit sundries immediately for the well files.

The operator is responsible to file, yearly, for extended shut-in or temporary
abandonment for wells shut-in or temporarily abandoned for a period of twelve (12) consecutive
months. Marion must file a Sundry Notice providing the following information for each of the
above ten noncompliance wells; reasons for shut-in or temporarily abandonment of the well,
length of time the well is expected to be shut-in or temporarily abandoned and an explanatioDNR

1594 West North Temple, Suite 1210, PO Box 145801, Salt Lake City, UT 84114-5801
telephone (801) 538-5340 • facsimile (801) 359-3940 • TTY (801) 538-7458 • www ogm.utah.gov
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Page 2
Marion Energy, Inc.
June 2, 2014

and supporting data showing the well has integrity (R649-3-36.1). After review the Division will
either approve the continued shut-in or temporarily abandoned status or require remedial action(R649-3-36.2). After five (5) years of non-activity or non-productivity, the well shall be plugged
in accordance with R649-3-24, unless approval for extended shut-in time is given by the
Division upon a showing of good cause by the operator (R649-3-36.3). Please note, three (3) of
the ten noncompliance wells listed above have been shut-in over five (5) years.

Marion has until June 30, 2014 to submit sundries, for the subject wells, in accordance
with Oil and Gas Conservation General Rule 649-3-36 Shut-in and Temporarily
Abandoned Wells.

Should Marion not meet shut-in and temporarily abandoned well requirements, the
Division is prepared to file a Notice of Agency Action (NAA) for Commencement of Informal
Adjudicative Proceedings (R649-10-3) for this matter in accordance with Oil and Gas
Conservation General Rule R649-10 Administrative Procedures.

If you have any questions or need further assistance, please feel free to contact me at
clintondworshak@uta .gov or 801-538-5280 or Dustin Doucet, Petroleum Engineer, at dustindoucet@utah.gov
or 801-538-5281.

Sincerely,

Clinton Dworshak
Oil and Gas Compliance Manager

CLD/js
cc: John Rogers, Oil & Gas Associate Director

Dustin Doucet, Petroleum Engineer
Well Files
Compliance File

N:\O&G Reviewed
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RECEIVED: Jul. 14, 2014

 

STATE OF UTAH
DEPARTMENT OF NATURAL RESOURCES

DIVISION OF OIL, GAS, AND MINING 

FORM 9
 

5.LEASE DESIGNATION AND SERIAL NUMBER:
 FEE 

SUNDRY NOTICES AND REPORTS ON WELLS

Do not use this form for proposals to drill new wells, significantly deepen existing wells below
current bottom-hole depth, reenter plugged wells, or to drill horizontal laterals. Use APPLICATION
FOR PERMIT TO DRILL form for such proposals.

6. IF INDIAN, ALLOTTEE OR TRIBE NAME:
 

7.UNIT or CA AGREEMENT NAME:
  

1. TYPE OF WELL
  Gas Well 

8. WELL NAME and NUMBER:
 BALLPARK CANYON #1 

2. NAME OF OPERATOR:
 MARION ENERGY, INC.

9. API NUMBER:
 43007310150000

3. ADDRESS OF OPERATOR: PHONE NUMBER: 
 2150 South Central Expressway , McKinney, TX, 75070 972 540-2967  Ext 

9. FIELD and POOL or WILDCAT:
 HELPER 

4. LOCATION OF WELL
  FOOTAGES AT SURFACE:
     1072 FSL 1884 FWL 
  QTR/QTR, SECTION, TOWNSHIP, RANGE, MERIDIAN:
     Qtr/Qtr: SESW Section: 16 Township: 13.0S Range: 10.0E Meridian: S

COUNTY:
 CARBON 

STATE:
 UTAH

11.

CHECK APPROPRIATE BOXES TO INDICATE NATURE OF NOTICE, REPORT, OR OTHER DATA

TYPE OF SUBMISSION TYPE OF ACTION

 

    NOTICE OF INTENT
Approximate date work will start:

10/31 /2014

    SUBSEQUENT REPORT
Date of Work Completion:

 

    SPUD REPORT
Date of Spud:

 

    DRILLING REPORT
Report Date:

 

     ACIDIZE       ALTER CASING       CASING REPAIR  

     CHANGE TO PREVIOUS PLANS       CHANGE TUBING       CHANGE WELL NAME  

     CHANGE WELL STATUS       COMMINGLE PRODUCING FORMATIONS       CONVERT WELL TYPE   

     DEEPEN       FRACTURE TREAT       NEW CONSTRUCTION  

     OPERATOR CHANGE       PLUG AND ABANDON       PLUG BACK  

     PRODUCTION START OR RESUME       RECLAMATION OF WELL SITE       RECOMPLETE DIFFERENT FORMATION  

     REPERFORATE CURRENT FORMATION       SIDETRACK TO REPAIR WELL       TEMPORARY ABANDON  

     TUBING REPAIR       VENT OR FLARE        WATER DISPOSAL  

     WATER SHUTOFF       SI TA STATUS EXTENSION       APD EXTENSION  

     WILDCAT WELL DETERMINATION       OTHER  OTHER: 

12. DESCRIBE PROPOSED OR COMPLETED OPERATIONS. Clearly show all pertinent details including dates, depths, volumes, etc.

 The wells in the Helper field continue in temporary shut-in status due to
Marion’s financial circumstances. Marion recently was recapitalized with

funds to put the Clear Creek field on production, when that is
accomplished Marion will have income to put the Helper wells back on
production. Work was carried out in mid 2013 to replace bad joints of

tubing, during this time a new down hole pump was also installed. This
well has a casing pressure of 200lbs which was taken on 7/12/2014.
This shows that the replacement of the tubing was successful. Marion
Energy is planning to install a pumping unit motor on this well. Once

the pumping unit motor is delivered and installed the well will be returned to production in October. 

NAME (PLEASE PRINT) PHONE NUMBER 
 Ben Evans 214 592-8615

TITLE
 Landman

SIGNATURE
 N/A

DATE
 7 /14 /2014

July 23, 2014

Sundry Number: 53327 API Well Number: 43007310150000Sundry Number: 53327 API Well Number: 43007310150000

FORM 9
STATE OF UTAH

DEPARTMENTOF NATURALRESOURCES
5.LEASE DESIGNATION AND SERIAL NUMBER:DIVISION OF OIL, GAS, AND MINING FEE

SUNDRY NOTICES AND REPORTS ON WELLS 6. IF INDIAN, ALLOTTEE OR TRIBE NAME:

Do not use this form for proposals to drill new wells, significantly deepen existing wells below
current bottom-hole depth, reenter plugged wells, or to drill horizontal laterals. Use APPLICATION 7.UNITor CA AGREEMENT NAME:

FOR PERMIT TO DRILL form for such proposals.

1. TYPE OF WELL 8. WELL NAME and NUMBER:
Gas Well BALLPARKCANYON #1

2. NAME OF OPERATOR: 9. API NUMBER:
MARION ENERGY, INC. 43007310150000

3. ADDRESS OF OPERATOR: PHONE NUMBER: 9. FIELD and POOL or WILDCAT:
2150 South Central Expressway , McKinney, TX, 75070 972 540-2967 Ext HELPER

4. LOCATION OF WELL COUNTY:
FOOTAGES AT SURFACE: CARBON

1072 FSL 1884 FWL
QTRIQTR, SECTION, TOWNSHIP, RANGE, MERIDIAN: STATE:

QtrlQtr: SESW Section: 16 Township: 13.0S Range: 10.0E Meridian: S UTAH

CHECK APPROPRIATE BOXES TO INDICATENATURE OF NOTICE, REPORT, OR OTHER DATA

TYPE OF SUBMISSION TYPE OF ACTION

ACI DIZE ALTER CASING CASING REPAIR
NOTICE OF INTENT

Approximate date work will start: CHANGE TO PREVIOUS PLANS CHANGE TUBING CHANGE WELL NAME

10/31/2014
CHANGE WELL STATUS COMMINGLE PRODUCING FORMATIONS CONVERT WELL TYPE

SUBSEQUENT REPORT DEEPEN FRACTURE TREAT NEW CONSTRUCTION
Date of Work Completion:

OPERATOR CHANGE PLUG AND ABANDON PLUG BACK

/ PRODUCTION START OR RESUME RECLAMATION OF WELL SITE RECOMPLETE DIFFERENT FORMATION
SPUD REPORT

Date of Spud: REPERFORATE CURRENT FORMATION SIDETRACK TO REPAIR WELL TEMPORARY ABANDON

TUBING REPAIR VENT OR FLARE WATER DISPOSAL

DRILLING REPORT WATER SHUTOFF SI TA STATUS EXTENSION APD EXTENSION
Report Date:

WILDCATWELLDETERMINATION OTHER OTHER:

12. DESCRIBE PROPOSED OR COMPLETED OPERATIONS. Clearly show all pertinent details including dates, depths, volumes, etc.

The wells in the Helper field continue in temporary shut-in status due to Accepted by the
Marion's financial circumstances. Marion recently was recapitalized with Utah Division of

funds to put the Clear Creek field on production, when that iS Oil, Gas and Mining

accomplished Marion will have income to put the Helper wells back on FORifWÇOSp ONLY
production. Work was carried out in mid 2013 to replace bad joints of

tubing, during this time a new down hole pump was also installed. This
well has a casing pressure of 200lbs which was taken on 7/12/2014.
This shows that the replacement of the tubing was successful. Marion
Energy is planning to install a pumping unit motor on this well. Once

the pumping unit motor is delivered and installed the well will be returned to production in October.

NAME (PLEASE PRINT) PHONE NUMBER TITLE
Ben Evans 214 592-8615 Landman

SIGNATURE DATE
N/A 7/14/2014

RECEIVED: Jul. 14,

Sundry Number: 53327 API Well Number: 43007310150000

FORM 9
STATE OF UTAH

DEPARTMENTOF NATURALRESOURCES
5.LEASE DESIGNATION AND SERIAL NUMBER:DIVISION OF OIL, GAS, AND MINING FEE

SUNDRY NOTICES AND REPORTS ON WELLS 6. IF INDIAN, ALLOTTEE OR TRIBE NAME:

Do not use this form for proposals to drill new wells, significantly deepen existing wells below
current bottom-hole depth, reenter plugged wells, or to drill horizontal laterals. Use APPLICATION 7.UNITor CA AGREEMENT NAME:

FOR PERMIT TO DRILL form for such proposals.

1. TYPE OF WELL 8. WELL NAME and NUMBER:
Gas Well BALLPARKCANYON #1

2. NAME OF OPERATOR: 9. API NUMBER:
MARION ENERGY, INC. 43007310150000

3. ADDRESS OF OPERATOR: PHONE NUMBER: 9. FIELD and POOL or WILDCAT:
2150 South Central Expressway , McKinney, TX, 75070 972 540-2967 Ext HELPER

4. LOCATION OF WELL COUNTY:
FOOTAGES AT SURFACE: CARBON

1072 FSL 1884 FWL
QTRIQTR, SECTION, TOWNSHIP, RANGE, MERIDIAN: STATE:

QtrlQtr: SESW Section: 16 Township: 13.0S Range: 10.0E Meridian: S UTAH

CHECK APPROPRIATE BOXES TO INDICATENATURE OF NOTICE, REPORT, OR OTHER DATA

TYPE OF SUBMISSION TYPE OF ACTION

ACI DIZE ALTER CASING CASING REPAIR
NOTICE OF INTENT

Approximate date work will start: CHANGE TO PREVIOUS PLANS CHANGE TUBING CHANGE WELL NAME

10/31/2014
CHANGE WELL STATUS COMMINGLE PRODUCING FORMATIONS CONVERT WELL TYPE

SUBSEQUENT REPORT DEEPEN FRACTURE TREAT NEW CONSTRUCTION
Date of Work Completion:

OPERATOR CHANGE PLUG AND ABANDON PLUG BACK

/ PRODUCTION START OR RESUME RECLAMATION OF WELL SITE RECOMPLETE DIFFERENT FORMATION
SPUD REPORT

Date of Spud: REPERFORATE CURRENT FORMATION SIDETRACK TO REPAIR WELL TEMPORARY ABANDON

TUBING REPAIR VENT OR FLARE WATER DISPOSAL

DRILLING REPORT WATER SHUTOFF SI TA STATUS EXTENSION APD EXTENSION
Report Date:

WILDCATWELLDETERMINATION OTHER OTHER:

12. DESCRIBE PROPOSED OR COMPLETED OPERATIONS. Clearly show all pertinent details including dates, depths, volumes, etc.

The wells in the Helper field continue in temporary shut-in status due to Accepted by the
Marion's financial circumstances. Marion recently was recapitalized with Utah Division of

funds to put the Clear Creek field on production, when that iS Oil, Gas and Mining

accomplished Marion will have income to put the Helper wells back on FORifWÇOSp ONLY
production. Work was carried out in mid 2013 to replace bad joints of

tubing, during this time a new down hole pump was also installed. This
well has a casing pressure of 200lbs which was taken on 7/12/2014.
This shows that the replacement of the tubing was successful. Marion
Energy is planning to install a pumping unit motor on this well. Once

the pumping unit motor is delivered and installed the well will be returned to production in October.

NAME (PLEASE PRINT) PHONE NUMBER TITLE
Ben Evans 214 592-8615 Landman

SIGNATURE DATE
N/A 7/14/2014

RECEIVED: Jul. 14,



Division of Oil, Gas and Mining 

Operator Change/Name Change Worksheet-for State use only 

Effective Date: 6/1/2015 
FORMER OPERA TOR: NEW OPERATOR: 
Marion Energy, Inc Vtah Gas Operating Solutsion, LLC 
1415 N Loop West, Suite 1250 1415 N Loop West, Suite 1250 
Houston, TX 77008 Houston, TX 77008 
281-540-0028 281-540-0028 

CA Number(s): Unit(s): Clear Creek 

WELL INFORMATION: 
Well Name Sec TWN RNG API Entity Mineral 
See Attache Listq 

OPERATOR CHANGES DOCUMENTATION: 
1. Sundry or legal documentation was received from the FORMER operator on: 
2. Sundry or legal documentation was received from the NEW operator on: 
3. New operator Division of Corporations Business Number: 9345770-0161 

REVIEW: 

Surface 

6/24/2015 
6/24/2015 

1. Surface Agreement Sundry from NEW operator on Fee Surface wells received on: N/A 
2. Receipt of Acceptance of Drilling Procedures for APD on: N/A 
3. Reports current for ProductionlDisposition & Sundries: 
4. OPS/SIITA well(s) reviewed for full cost bonding: 

6/25/2015 
6/25/2015 

5. VIC5 on all disposaVinjection/storage well(s) approved on: 7/8/2015 
6. Surface Facility(s) included in operator change: Clear Creek Tank Battery 
7. Inspections ofPA statelfee well sites complete on (only upon operators request): 

NEW OPERATOR BOND VERIFICATION: 
1. Federal well(s) covered by Bond Number: 
2. Indian well(s) covered by Bond Number: 
3.State/fee well(s) covered by Bond Number(s): 

DATA ENTRY: 
1. Well(s) update in the OGIS on: 
2. Entity Number(s) updated in OGIS on: 
3. Vnit(s) operator number update in OGIS on: 
4. Surface Facilities update in OGIS on: 
5. StatelFee well(s) attached to bond(s) in RBDMS on: 
6. Surface Facilities update in RBDMS on: 

LEASE INTEREST OWNER NOTIFICATION: 

SU46335 
N/A 
SU46334 and SU46341 

7/9/2015 
7/9/2015 
7/912015 
N/A 
7/9/2015 
7/9/2015 

6/25/2015 

Type 

1. The NEW operator of the Fee (Mineral) wells has been contacted and informed by a letter from the Division 
of their responsibility to notifY all interest owners of this change on: 7/9/2015 
COMMENTS: 

Status 

7/9/2015 

Division of Oil, Gas and Mining
Operator Change/Name Change Worksheet-for State use only

Effective Date: 6/1/2015
FORMER OPERATOR: NEW OPERATOR:
Marion Energy, Inc Utah Gas Operating Solutsion, LLC
1415 N Loop West, Suite 1250 1415 N Loop West, Suite 1250
Houston, TX 77008 Houston, TX 77008
281-540-0028 281-540-0028

CA Number(s): Unit(s): Clear Creek

WELL INFORMATION:
Well Name Sec TWN RNG API Entity Mineral Surface Type Status
See Attache Listq

OPERATOR CHANGES DOCUMENTATION:
1. Sundry or legal documentation was received from the FORMER operator on: 6/24/2015
2. Sundry or legal documentation was received from the NEW operator on: 6/24/2015
3. New operator Division of Corporations Business Number: 9345770-0161

REVIEW:
1. Surface Agreement Sundry from NEW operator on Fee Surface wells received on: N/A
2. Receipt of Acceptance of Drilling Procedures for APD on: N/A
3. Reports current for Production/Disposition & Sundries: 6/25/2015
4. OPS/SI/TA well(s) reviewed for full cost bonding: 6/25/2015
5. UIC5 on all disposal/injection/storage well(s) approved on: 7/8/2015
6. Surface Facility(s) included in operator change: Clear Creek Tank Battery
7. Inspections of PA state/fee well sites complete on (only upon operators request): 6/25/2015

NEW OPERATOR BOND VERIFICATION:
1. Federal well(s) covered by Bond Number: SU46335
2. Indian well(s) covered by Bond Number: N/A
3.State/fee well(s) covered by Bond Number(s): SU46334 and SU46341

DATA ENTRY:
1. Well(s) update in the OGIS on: 7/9/2015
2. Entity Number(s) updated in OGIS on: 7/9/2015
3. Unit(s) operator number update in OGIS on: 7/9/2015
4. Surface Facilities update in OGIS on: N/A
5. State/Fee well(s) attached to bond(s) in RBDMS on: 7/9/2015
6. Surface Facilities update in RBDMS on: 7/9/2015

LEASE INTEREST OWNER NOTIFICATION:
1. The NEW operator of the Fee (Mineral) wells has been contacted and informed by a letter from the Division
of their responsibility to notify all interest owners of this change on: 7/9/2015
COMMENTS:



Marion Energy, Inc to 
Utah Gas Operating Solutions, LLC 
Effective 611/2015 
Well Name Sec'TWN 

--I------

ALPINE SCHOOL DIST 3-17 17 130S 
RIDGE RUNNER 8-19 20 140S 

------- r-----
RIDGE RUNNER 2-18 17 140S 
UTAH FUEL 10 5 140S 
RIDGE RUNNER 13-17 17 140S 
UTAH FUEL I 5 140S 
UTAH FUEL 2 32 130S 
UTAH FUEL 3 32 130S 
UTAH FUEL 4 30 130S 
UTAH FUEL 5 31 130S 
UTAH MINERAL STATE 29 130S 
BALLPARKCYN 17-2 16 130S 
KENILWORTH RAILROAD 15-4 16 130S 
BALLPARK CYN 16-2 16 130S 
CORDINGL Y CYN 10-1 15 130S 
BALLPARK CYN 16-2X 16 1130S 
UTAH FUEL A-I 6 140S 
UTAH FUEL 8 19 130S 
OMAN 2-20 20 130S 
KENILWORTH RR#1 16 130S 
KENILWORTH RR #2 16 130S 
BALLPARK CANYON #1 16 130S 
CORDINGLY CYN 15-2 15 130S 
CORDINGLY CYN 15-1 15 130S 
CORDINGLYCYN 11-1 11 130S 
CORDINGLY CYN 15-5 15 130S 
KENILWORTH RAILROAD 15-3 16 130S 
ALPINE SCHOOL DIST 6-17 17 130S 
OMAN 10-29 29 130S 
KENILWORTH RR I-A 16 130S 
RIDGE RUNNER 11-20 20 140S 
RIDGE RUNNER 1-30 20 140S 
RIDGE RUNNER 2-19 117 1 140S 
RIDGE RUNNER 11-17 17 140S 

RNG 
070E 
070E 
070E 
070E 
070E 
070E 
070E 
070E 
070E 
070E 
070E 
100E 
100E 
100E 
100E 
100E 
070E 
070E 
070E 
100E 
100E 
100E 
100E 
100E 
100E 
100E 
100E 
070E 
070E 
100E 
070E 
070E 
070E 
070E 

API ! Entity Mineral Surface Type Status Unit 
4300731182 2550 State Fee WD A CLEAR CREEK 
4301530682 2550 Federal Federal GW lOPS CLEAR CREEK 
4301530683 16130 'Federal Federal GW OPS CLEAR CREEK 
4300716016 2550 Fee Fee GW P CLEAR CREEK 
4301530269 '2550 Federal Federal 

- 1---------

GW P CLEAR CREEK 
4300716009 12550 Fee Fee GW PA CLEAR CREEK 
4300716010 12550 I Fee Fee GW PA CLEAR CREEK 
4300716011 2550 Fee Fee GW PA CLEAR CREEK 
4300716012 2550 1 Fee Fee GW iPA CLEAR CREEK 
4300716013 2550 iFee 'Fee !GW PA CLEAR CREEK 
4300730102 ,2550 I State Fee GW PA CLEAR CREEK 
4300731169 ; 15494 Fee Fee D PA 
4300731170 15495 Federal Fee D PA 
4300731171 15434 I Fee Fee D PA 
4300731173 15435iFee Fee D PA 
4300731207 115496 1 Fee Fee D PA -

4301516021 2550 iFee Fee iGW PA CLEAR CREEK 
4300716015 12550 !Fee Fee 'GW S CLEAR CREEK 
4300730289 12550 State Fee GW S CLEAR CREEK 
4300731006 114624 Fee Fee GW S 
4300731007 14625 !Fee Fee GW S 
4300731015 15159 Fee Fee GW S ---

4300731064 i 15160 State Fee IGW S 
4300731065 i15161 State Fee GW S 
4300731070 115432 ,Fee Fee GW S 
4300731167 15433 State Fee GW S 
4300731168 ,16041 Federal Fee GW S 
4300731181 2550 ,State Fee GW S CLEAR CREEK 
4300731210 12550 :State Fee IGW S CLEAR CREEK 
4300731229 116456: Fee Fee GW S 
4301530271 12550 I Federal Federal GW S CLEAR CREEK 
4301530680 2550 Federal Federal GW S CLEAR CREEK 
4301530684 2550 Federal Federal GW IS CLEAR CREEK 
4301530685 12550 _Federal Federal !GW S CLEAR CREEK 

1 6/25/2015 

Marion Energy,Irx:to
Utah Gas Operating Solutions, LLC
Effective 6/1/2015
Well Name Sec TWN RNG API Entity Mineral Surface Type Status Unit
ALPINE SCHOOL DIST 3-17 17 130S 070E 4300731182 2550 State Fee WD A CLEAR CREEK
RIDGE RUNNER 8-19 20 140S 070E 4301530682 2550 Federal Federal GW OPS CLEAR CREEK
RIDGE RUNNER 2-18 17 140S 070E 4301530683 16130 Federal Federal GW OPS CLEAR CREEK
UTAH FUEL 10 5 140S 070E 4300716016 2550 Fee Fee GW P CLEAR CREEK
RIDGE RUNNER 13-17 17 140S 070E 4301530269 2550 Federal Federal GW P CLEAR CREEK
UTAH FUEL 1 5 140S 070E 4300716009 2550 Fee Fee GW PA CLEAR CREEK
UTAH FUEL 2 32 130S 070E 4300716010 2550 Fee Fee GW PA CLEAR CREEK
UTAH FUEL 3 32 130S 070E 4300716011 2550 Fee Fee GW PA CLEAR CREEK
UTAH FUEL 4 30 130S 070E 4300716012 2550 Fee Fee GW PA CLEAR CREEK
UTAH FUEL 5 31 130S 070E 4300716013 2550 Fee Fee GW PA CLEAR CREEK
UTAH MINERAL STATE 29 130S 070E 4300730102 2550 State Fee GW PA CLEAR CREEK
BALLPARKC304 17-2 16 130S 100E 4300731169 15494 Fee Fee D PA
KENILWORTH RAILROAD 15-4 16 130S 100E 4300731170 15495 Federal Fee D PA
BALLPARK CYN 16-2 16 130S 100E 4300731171 15434 Fee Fee D PA
CORDINGLY CYN 10-1 15 130S 100E 4300731173 15435 Fee Fee D PA
BALLPARK CYN 16-2X 16 130S 100E 4300731207 15496 Fee Fee D PA
UTAH FUEL A-1 6 140S 070E 4301516021 2550 Fee Fee GW PA CLEAR CREEK
UTAHFUEL8 19 130S 070E 4300716015 2550 Fee Fee GNV S CLEAltCIDEEK
OMAN 2-20 20 130S 070E 4300730289 2550 State Fee GW S CLEAR CREEK
KENILWORTH RR #1 16 130S 100E 4300731006 14624 Fee Fee GW S
KENILWORTH RR #2 16 130S 100E 4300731007 14625 Fee Fee GW S
BALLPARK CANYON #1 16 130S 100E 4300731015 15159 Fee Fee GW S
CORDINGLY CYN 15-2 15 130S 100E 4300731064 15160 State Fee GW S
CORDINGLY CYN 15-1 15 130S 100E 4300731065 15161 State Fee GW S
CORDINGLY CYN 11-1 ll 130S 100E 4300731070 15432 Fee Fee GW S
CORDINGLY CYN 15-5 15 130S 100E 4300731167 15433 State Fee GW S
KENILWORTH RAILROAD 15-3 16 130S 100E 4300731168 16041 Federal Fee GW S
ALPINE SCHOOL DIST 6-17 17 130S 070E 4300731181 2550 State Fee GW S CLEAR CREEK
OMAN 10-29 29 130S 070E 4300731210 2550 State Fee GW S CLEAR CREEK
KENILWORTH RR 1-A 16 130S 100E 4300731229 16456 Fee Fee GW S
RIDGE RUNNER 11-20 20 140S 070E 4301530271 2550 Federal Federal GW S CLEAR CREEK
RIDGE RUNNER 1-30 20 140S 070E 4301530680 2550 Federal Federal GW S CLEAR CREEK
RIDGE RUNNER 2-19 17 140S 070E 4301530684 2550 Federal Federal GW S CLEAR CREEK
RIDGE RUNNER 11-17 17 140S 070E 4301530685 2550 Federal Federal GW S CLEAR CREEK

1



FORM 9 STATE OF UTAH 
DEPARTMENT OF NATURAL RESOURCES 

DIVISION OF OIL, GAS AND MINING 5. LEASE DESIGNATION AND SERIAL NUMBER: 

SUNDRY NOTICES AND REPORTS ON WELLS 

Do not use this form for proposals to drill new wells, significantty deepen existing wells below current bottom-hole depth, reenter plugged wells, or to 
drill horizontal laterals. Use APPLICATION FOR PERMIT TO DRILL form for such proposals. 

1. TYPE OF WELL 
OIL WELL D GAS WELL D OTHER Compressor 

2. NAME OF OPERATOR: 

Utah Gas Operating Solutions, LLC 

STATE TX ZIP 77008 I PHONE NUMBER: 

(281) 540-0028 
3. ADDRESS OF OPERATOR: 

1415 North Loop West, STE en-v Houston 

4. LOCATION OF WELL 

FOOTAGES AT SURFACE: 

OTR/OTR, SECTION, TOWNSHIP, RANGE, MERIDIAN: NWNW 33 13S 7E 

ML-1257 
6. IF INDIAN. ALLOTTEE OR TRIBE NAME: 

7. UNIT or CA AGREEMENT NAME: 

Clear Creek 
8. WELL NAME and NUMBER: 

9. API NUMBER: 

10. FIELD AND POOL. OR WILDCAT: 

COUNTY: Carbon 

STATE: 

UTAH 

11. CHECK APPROPRIATE BOXES TO INDICATE NATURE OF NOTICE, REPORT, OR OTHER DATA 

TYPE OF SUBMISSION TYPE OF ACTION 

~ D ACIDIZE D DEEPEN D REPERFORATE CURRENT FORMATION 
NOTICE OF INTENT 

(Submij in Duplicate) D ALTER CASING D FRACTURE TREAT D SIDETRACK TO REPAIR WELL 

Approximate date work will start: D CASING REPAIR D NEW CONSTRUCTION D TEMPORARILY ABANOON 

6/1/2015 D CHANGE TO PREVIOUS PLANS III OPERATOR CHANGE D TUBING REPAIR 

D CHANGE TUBING D PLUG AND ABANDON D VENT OR FLARE 

D SUBSEQUENT REPORT D CHANGE WELL NAME D PLUG BACK D WATER DISPOSAL 
(Submit Original Form Only) 

D D D CHANGE WELL STATUS PRODUCTION (START/RESUME) WATER SHUT·OFF 
Date of work completion: 

D D D COMMINGLE PRODUCING FORMATIONS RECLAMATION OF WELL SITE OTHER: 

D CONVERT WELL TYPE D RECOMPLETE· DIFFERENT FORMATION 

12. DESCRIBE PROPOSED OR COMPLETED OPERATIONS. Clearly show all pertinent details including dates, depths, volumes, etc. 

Please accept this as notice that as of June 1st,2015, Marion Energy, Inc, is resigning as the operator of the "Clear Creek 
Compressor Station" and assigning Utah Gas Operating Solutions, LLC. as the successor of operator. This is in conjunction 
with Utah Gas Operating Solutions, LLC bond number S U 41P334 . 
"Clear Creek Compressor Station" 
Sec 33 13S 7E NWNW 

Date: let (( \ (~ 
Title: vi 

Signature: W~~~~~~'--tP~L.M~-- Date: (, r , ,. lA , or 
Name: PATlZ« .. t..J. ~b..n4.rr Title: kc.f\J'r''' It ... D'J) ~~ (~+.A.C'f' 

NAME (PLEASE It=~-+~~""M_a,--,,<-=--,.,----"-Ikc...:..:::. :::--ll......::J4'(::.=oou.... __ _ 

SIGNATURE--"HLJ!U""_"""'~:""IC!!!=-...JMIIICIo .. 1:=-.... .Mi~:..:II""_"IIIII;i/ _________ _ 
TITLE ,.....~.....".~N=T'=--.. _~=,=eI\\.=..:....1i1>.a.>I..IIOL...Am~ .. EJAL1.lAkr1:=-:~"'I:.-J--=-t:Ac..r 

~ - 'i".~, C DATE 

(This space for State use only) 

APPRO'VED 
(5/2000) (See Instructions on Reverse Side) 

JUL 09 2015 
. ~ OIL GAS & MINING _ 

BY; ~o en Q Q t<\rl t...t\O... 

STATE OF UTAH FORM 9
DEPARTMENT OF NATURAL RESOURCES

DIVISION OF OIL, GAS AND MINING 5. LEASEDESIGNATIONANDSERIALNUMBER:
ML-1257

6. IF INDIAN, ALLOTTEEOR TRIBE NAME
SUNDRY NOTICESAND REPORTS ON WELLS

7. UNIT or CA AGREEMENT NAME:
Do not use this form for proposals to drill new wells, significantlydeepen existing wells below current bottom-hole depth, reenter plugged wells, or t° Clear Creekdrill horizontal laterals. Use APPLICATIONFOR PERMIT TO DRILL form for such proposals.

1. TYPE OF WELL
OIL WELL GAS WELL OTHER Compressor 8. WELLNAMEand NUMBER:

2. NAMEOF OPERATOR: 9. API NUMBER:

Utah Gas Operating Solutions, LLC
3. ADDRESS OF OPERATOR: PHONE NUMBER: 10. FIELDAND POOL, OR WILDCAT:
1415 North Loop West, STE y Houston STATE TX ZIP77008 (281) 540-0028

4. LOCATIONOF WELL

FOOTAGESAT SURFACE: COUNTY: Carbon

QTR/QTR, SECTION, TOWNSHIP, RANGE, MERIDIAN:NWNW 33 13S 7E STATE:

UTAH

19. CHECK APPROPRIATE BOXES TO INDICATE NATURE OF NOTICE, REPORT, OR OTHER DATA
TYPE OF SUBMISSION TYPE OF ACTION

ACIDIZE DEEPEN REPERFORATE CURRENT FORMATION
NOTICEOF INTENT

(Submit in Duplicate) ALTERCASING FRACTURETREAT SIDETRACKTO REPAIR WELL

Approximate date work willstart: CASINGREPAIR NEW CONSTRUCTION TEMPORARILY ABANDON

6/1/2015 CHANGETO PREVIOUS PLANS OPERATOR CHANGE TUBINGREPAIR

CHANGETUBING PLUG ANDABANDON VENT OR FLARE

O SUBSEQUENT REPORT CHANGEWELL NAME PLUG BACK WATER DISPOSAL
(Submit Original Form Only)

CHANGEWELLSTATUS PRODUCTION (START/RESUME) WATER SHUT-OFF
Date of work completion:

COMMINGLEPRODUCINGFORMATIONS RECLAMATION OF WELLSITE OTHER:

O CONVERT WELLTYPE RECOMPLETE - DIFFERENT FORMATION

12 DESCRIBE PROPOSED OR COMPLETED OPERATIONS. Clearly show all pertinent details including dates, depths, volumes, etc.

Please accept this as notice that as of June 1st,2015, Marion Energy, Inc. is resigning as the operator of the "Clear Creek
Compressor Station" and assigning Utah Gas Operating Solutions, LLC.as the successor of operator. This is in conjunction
with Utah Gas Operating Solutions, LLCbond number du dr3W .

"Clear Creek Compressor Station"
Sec 33 13S 7E NWNW

Marion Ener

Signat e: Date:

Name: UA, Title:

S

ganha

u e:

r tion LLC

Date: i Nt

NAME(PLEASE INT) TITLE A& 4

SIGNATURE DATE

(This space for State use only)

APPROVED
(5/2000) (See Instructions on Reverse Side)

JULO9 2015
OlL GAS &



FORM 9 STATE OF UTAH 
DEPARTMENT OF NATURAL RESOURCES 

DIVISION OF OIL, GAS AND MINING 5. LEASE DESIGNATION AND SERIAL NUMBER: 

SUNDRY NOTICES AND REPORTS ON WELLS 

Do not use this form for proposals to drill new weUs, significantly deepen existing wells below current bottom-hole depth, reenter plugged wells, or to 
drill horizonlallaterals. Use APPLICATION FOR PERMIT TO DRILL form for such proposals. 

1. TYPE OF WELL 
OIL WELL D GAS WELL III OTHER ______________________ ___ 

2. NAME OF OPERATOR: 

Marion Energy, Inc 

STATE TX ZIP 77008 
I PHONE NUMBER: 

I (281) 540-0028 
3. ADDRESS OF OPERATOR: 

1415 N Loop W. STE 1250 CITY Houston 

4. LOCATION OF WELL 

FOOTAGES AT SURFACE: 

OTRIOTR. SECTION. TOWNSHIP. RANGE. MERIDIAN: 

ML-1257 
6. IF INDIAN. ALLOTTEE OR TRIBE NAME: 

7. UNIT or CA AGREEMENT NAME: 

Clear Creek Unit 
8. WELL NAME and NUMBER: 

9. API NUMBER: 

10. FIELD AND POOL. OR WILDCAT: 

Helper Field 

COUNTY: 

STATE: 

UTAH 

11. CHECK APPROPRIATE BOXES TO INDICATE NATURE OF NOTICE, REPORT, OR OTHER DATA 

TYPE OF SUBMISSION TYPE OF ACTION 

12l D ACIDIZE D DEEPEN D REPERFORATE CURRENT FORMATION 
NOTICE OF INTENT 

(Submit in Duplicate) D AlTER CASING D FRACTURE TREAT D SIDETRACK TO REPAIR WELL 

Approximate date work will start: D CASING REPAIR D NEW CONSTRUCTION D TEMPORARILY ABANDON 

6/1/2015 D CHANGE TO PREVIOUS PLANS III OPERATOR CHANGE D TUBING REPAIR 

D CHANGE TUBING D PLUG AND ABANDON D VENT OR FLARE 

D SUBSEQUENT REPORT D CHANGE WELL NAME D PlUG BACK D WATER DISPOSAL 
(Submit Original Fonn Only) 

D D D CHANGE WELL STATUS PROOUCTION (START/RESUME) WATER SHUT-OFF 
Date of work completion: 

D D D COMMINGLE PRODUCING FORMATIONS REClAMATION OF WELL SITE OTHER: 

D CONVERT WELL TYPE D RECOMPLETE - DIFFERENT FORMATION 

12. DESCRIBE PROPOSED OR COMPLETED OPERATIONS. Clearly show all pertinent details including dates. depths. volumes. etc. 

As of June 1 st, 2015, Marion Energy, Inc. resigns as Operator over its former Clear Creek Unit and Helper Field assets. In 
conjunction with this reSignation, Utah Gas Operating Solutions, LLC. will be taking over as the Successor Operator upon your 
approval. Please refer to all documents submitted by Utah Gas Operating Solutions, LLC. as successor unit operator and on 
behalf of Marion Energy, Inc_ regarding this change. 

Please see the attached Appendix A below for a complete well and facility list that will be transferred upon governing approval. 
As the Vice President of Marion Energy, Inc. I ask that you accept this letter as Marion Energy's official resignation and request 
to transfer operating rights to Utah Gas Operating Solutions, LLC_ 
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Doug FI nery 
Vice President 
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STATE OF UTAH FORM 9
DEPARTMENT OF NATURAL RESOURCES

DIVISION OF OIL, GAS AND MINING 5. LEASEDESIGNATIONANDSERIALNUMBER:
ML-1257

SUNDRY NOTICES AND REPORTS ON WELLS 6. IF INDIAN,ALLOTTEEOR TRIBE NAME:

7. UNITor CA AGREEMENT NAME:
Do not use this form for proposals to drillnew wells, significantly deepen existing wells below current bottom-hole depth, reenter plugged wells, or to Clear Creek Unitdrillhorizontal laterals. Use APPLICATIONFOR PERMITTO DRILLform for such proposals.

1. TYPE OF WELL 8. WELLNAMEand NUMBER:
OIL WELL GAS WELL OTHER

2. NAMEOF OPERATOR: 9. API NUMBER:

Marion Energy, Inc
3. ADDRESS OF OPERATOR: PHONE NUMBER: 10. FIELDANDPOOL, OR WILDCAT:

1415 N Loop W, STE 1250 an Houston TX ZIP77008 (281) 540-0028 Helper Field
4. LOCATION OF WELL

FOOTAGES ATSURFACE: COUNTY:

QTR/QTR, SECTION, TOWNSHIP, RANGE, MERIDIAN: STATE:

UTAH

ii. CHECK APPROPRIATE BOXES TO INDICATE NATURE OF NOTICE, REPORT, OR OTHER DATA
TYPE OF SUBMISSION TYPE OF ACTION

O ACIDIZE DEEPEN REPERFORATE CURRENT FORMATION
NOTICEOF INTENT

(Submit in Duplicate) ALTER CASING O FRACTURE TREAT SIDETRACK TO REPAIR WELL

Approximate date work willstart: CASING REPAIR NEWCONSTRUCTION TEMPORARILYABANDON

6/1/2015 CHANGETO PREVIOUS PLANS OPERATOR CHANGE TUBINGREPAIR

O CHANGETUBING PLUGANDABANDON VENTOR FLARE

O SUBSEQUENT REPORT CHANGEWELL NAME PLUG BACK WATER DISPOSAL
(Submit Original Form Only)

O CHANGEWELL STATUS PRODUCTION(START/RESUME) WATERSHUT-OFF
Date of work completion:

O COMMINGLEPRODUCING FORMATIONS RECLAMATIONOF WELL SITE OTHER:

O CONVERT WELL TYPE RECOMPLETE - DIFFERENT FORMATION

12. DESCRIBE PROPOSED OR COMPLETED OPERATIONS. Clearly show all pertinent details including dates, depths, volumes, etc.

As of June ist, 2015, Marion Energy, Inc. resigns as Operator over its former Clear Creek Unitand Helper Field assets. In
conjunction with this resignation, Utah Gas Operating Solutions, LLC.will be taking over as the Successor Operator upon your
approval. Please refer to all documents submitted by Utah Gas Operating Solutions, LLC.as successor unit operator and on
behalf of Marion Energy, Inc. regarding this change.

Please see the attached Appendix A below for a complete well and facility list that will be transferred upon governing approval.
As the Vice President of Marion Energy, Inc. I ask that you accept this letter as Marion Energy's officialresignation and request
to transfer operating rights to Utah Gas Operating Solutions, LLC.
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Doug FI nery
Vice President
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APPENDIX A 

Well List 

Well Name Sec TWN RNG API Status 
ALPINE SCHOOL DIST 3-17 17 130S 070E 4300731182 A 
KENILWORTH RAILROAD 9-1 16 130S 100E 4300731172 LA 
JACOB 5-5 5 140S 070E 4300731190 LA 
JACOB 4-8 5 140S 070E 4300731191 LA 
OMAN 2-31 30 130S 070E 4300731246 LA 
OMAN 3-32 29 130S 070E 4300731247 LA 
MADSEN 11-20 19 130S 070E 4300731297 LA 
OMAN 7-19 19 130S 070E 4300731298 LA 
WOOLSEY 3-31 31 130S 070E 4300731305 LA 
OLD RAIL ROAD GRADE 17-1 17 130S 100E 4300731354 LA 
KENILWORTH WASH 18-1 18 130S 100E 4300731355 LA 
ALRAD CYN 13-1 13 130S 100E 4300731357 LA 
CORDINGLY CYN 15-6 15 130S 100E 4300731416 LA 
RIDGE RUNNER 7-20 20 140S 070E 4301530681 LA 
RIDGE RUNNER 8-19 20 140S 070E 4301530682 OPS 
RIDGE RUNNER 2-18 17 140S 070E 4301530683 OPS 
UTAH FUEL 10 5 140S 070E 4300716016 P 
RIDGE RUNNER 13-17 17 140S 070E 4301530269 P 
UTAH FUEL 1 5 140S 070E 4300716009 PA 
UTAH FUEL 2 32 130S 070E 4300716010 PA 
UTAH FUEL 3 32 130S 070E 4300716011 PA 
UTAH FUEL 4 30 130S 070E 4300716012 PA 
UTAH FUEL 5 31 130S 070E 4300716013 PA 
UTAH MINERAL STATE 29 130S 070E 4300730102 PA 
BALLPARK CYN 17-2 16 130S 100E 4300731169 PA 
KENILWORTH RAILROAD 15-4 16 130S 100E 4300731170 PA 
BALLPARK CYN 16-2 16 130S 100E 4300731171 PA 
CORDINGLY CYN 10-1 15 130S 100E 4300731173 PA 
BALLPARK CYN 16-2X 16 130S 100E 4300731207 PA 
UTAH FUEL A-l 6 140S 070E 4301516021 PA 
OMAN 14-20 29 130S 070E 4300731209 RET 
CORDINGLY CYN 2-1 2 130S 100E 4300731236 RET 
SWDl 28 130S 100E 4300731417 RET 
SHIMMIN 33-1 33 120S 110E 4300731431 RET 
SEAMONS 5-8 8 130S 070E 4300731432 RET 
CRITCHLOW 29-1 29 120S 110E 4300731433 RET 
RADAKOVICH 12-5-1 5 130S 070E 4300731434 RET 
ALLRED 10-1 10 120S 110E 4300731435 RET 

APPENDIXA

\VellList

Well Name Sec TWN RNG API Status
ALPINESCHOOLDIST3-17 17 130S 070E 4300731182 A
KENILWORTH RAILROAD 9-1 16 130S 100E 4300731172 LA
JACOB5-5 5 140S 070E 4300731190 LA
JACOB4-8 5 140S 070E 4300731191 LA
OMAN2-31 30 130S 070E 4300731246 LA
OMAN3-32 29 130S 070E 4300731247 LA
MADSEN11-20 19 130S 070E 4300731297 LA
OMAN7-19 19 130S 070E 4300731298 LA
VVOOLSEY3-31 31 130S 070E 4300731305 LA
OLDRAILROADGFukDE17-1 17 130S 100E 4300731354 LA
KENILVVORTHMULiH18-1 18 130S 100E 4300731355 LA
ALFULDCYN13-1 13 130S 100E 4300731357 LA
CORDINGLYCYN15-6 15 130S 100E 4300731416 LA
RIDGERUNNER7-20 20 140S 070E 4301530681 LA
RIDGERUNNER8-19 20 140S 070E 4301530682 OPS
RIDGERUNNER2-18 17 140S 070E 4301530683 OPS
UTAHFUEL10 5 140S 070E 4300716016 P
RIDGERUNNER13-17 17 140S 070E 4301530269 P
UTAHFUEL1 5 140S 070E 4300716009 PA
UTAHFUEL2 32 130S 070E 4300716010 PA
UTAHFUEL3 32 130S 070E 4300716011 PA
UTAHFUEL4 30 130S 070E 4300716012 PA
UTAHFUEL5 31 130S 070E 4300716013 PA
UTAH MINERAL STATE 29 130S 070E 4300730102 PA
BALLPARKCYN17-2 16 130S 100E 4300731169 PA
KENILM/ORTHRAILROAD15--‡ 16 130S 100E 4300731170 PA
BALLPARKCYN16-2 16 130S 100E 4300731171 PA
CORDINGLYCYN10-1 15 130S 100E 4300731173 PA
BALLPARKCYN16-2X 16 130S 100E 4300731207 PA
UTAHFUELA-1 6 140S 070E 4301516021 PA
OMAN14-20 29 130S 070E 4300731209 RET
CORDINGLYCYN2-1 2 130S 100E 4300731236 RET
SVVD1 28 130S 100E 4300731417 RET
SHIMMIN33-1 33 120S 110E 4300731431 RET
SEAMONS5-8 8 130S 070E 4300731432 RET
CRITCHLOVV29-1 29 120S 110E 4300731433 RET
RADAKOVICH12-5-1 5 130S 070E 4300731434 RET
ALLRED10-1 10 120S 110E 4300731435



RADAKOVICH 12-5 5 130S 070E 4300731436 RET 
SEAMONS 5-8-2 8 130S 070E 4300731437 RET 
WOOLSEY 3-31-1 31 130S 070E 4300731438 RET 
ALLRED 13-1 13 120S 110E 4300731439 RET 
JACOB 5-5 5 140S 070E 4300731513 RET 
UTAH FUEL 8 19 130S 070E 4300716015 S 
OMAN 2-20 20 130S 070E 4300730289 S 
KENILWORTH RR #1 16 130S 100E 4300731006 S 
KENILWORTH RR #2 16 130S lOOE 4300731007 S 
BALLPARK CANYON #1 16 130S 100E 4300731015 S 
CORDINGLY CYN 15-2 15 130S 100E 4300731064 S 
CORDINGLY CYN 15-1 15 130S 100E 4300731065 S 
CORDINGLY CYN 11-1 11 130S 100E 4300731070 S 
CORDINGLY CYN 15-5 15 130S 100E 4300731167 S 
KENILWORTH RAILROAD 15-3 16 130S 100E 4300731168 S 
ALPINE SCHOOL DIST 6-17 17 130S 070E 4300731181 S 
OMAN 10-29 29 130S 070E 4300731210 S 
KENILWORTH RR I-A 16 130S 100E 4300731229 S 
RIDGE RUNNER 11-20 20 140S 070E 4301530271 S 
RIDGE RUNNER 1-30 20 140S 070E 4301530680 S 
RIDGE RUNNER 2-19 17 140S 070E 4301530684 S 
RIDGE RUNNER 11-17 17 140S 070E 4301530685 S 

Facility List 

Clear Creek Compressor Station 33 13S 7E 

RADAKOVICH12-5 5 130S 070E 4300731436 RET
SEAMONS5-8-2 8 130S 070E 4300731437 RET
VVOOLSEY3-31-1 31 130S 070E 4300731438 RET
ALLRED13-1 13 120S 110E 4300731439 RET
JACOB5-5 5 140S 070E 4300731513 RET
UTAHFUEL8 19 130S 070E 4300716015 S
OMAN2-20 20 130S 070E 4300730289 S
KENILVVORTHRR#1 16 130S 100E 4300731006 S
KENILVVORTHRR#2 16 130S 100E 4300731007 S
BALLPARKCANYON#1 16 130S 100E 4300731015 S
CORDINGLYCYN15-2 15 130S 100E 4300731064 S
CORDINGLYCYN15-1 15 130S 100E 4300731065 S
CORDINGLYCYN11-1 11 130S 100E 4300731070 S
CORDINGLYCYN15-5 15 130S 100E 4300731167 S
KENILWORTH RAILROAD 15-3 16 130S 100E 4300731168 S
ALPINESCHOOLDIST6-17 17 130S 070E 4300731181 S
OMAN10-29 29 130S 070E 4300731210 S
KENILVVORTHRR1-A 16 130S 100E 4300731229 S
REDGERUNNER11-20 20 140S 070E 4301530271 S
RIDGERUNNER1-30 20 140S 070E 4301530680 S
RIDGERUNNER2-19 17 140S 070E 4301530684 S
RI]DGERUNNER11-17 17 140S 070E 4301530685 S

Facility List

Clear Creek Compressor Station 33 13S
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