‘ STATE OF UTAH . FORM 3

DEPARTMENT OF NATURAL RESOURCES

DIVISION OF OIL, GAS AND MINING AMENDED REPORT []
(highlight changes)
5. MINERAL LEASE NO: 6. SURFACE:
APPLICATION FOR PERMIT TO DRILL ML49249 Fee
1A, TYPE OF WORK: DRILL]  REENTER [1  DEEPEN [] 7 [P INDIAN, ALLOTTEE OR TRISE NAME:
srvEOFwEL: OIL [] GAS OTHER CBM SINGLE ZONE ] MULTIPLE ZoNE [[]| & UN'™ o A ACREEMENT NAME:
2, NAME OF OPERATOR: . 9. WELL NAME and NUMBER:
Marion Energy, Inc Cordingly Canyon 15-2
3. ADDRESS OF QPERATOR: PHONE NUMBER: 10. FIELD AND POOL., OR WILDCAT:
119 So. Tennessee#20C . ., McKinney srare 1X 75 75069 (972) 540-2967 Helper Field

2 LOCATION OF WELL (FOOTAGES)
aTsurFace: 3078 FsSL ¢ 1133' FEL APATELN S
AT PROPOSED PRODUCING ZONE: 419 2892 ‘*{ “HO. 75 19Y (/

11. QTR/QTR, SECTION, TOWNSHIP, RANGE,

39, oGS G7 MERIDIAN:
SENE 15 138 10E

14. DISTANCE IN MILES AND DIRECTION FROM NEAREST TOWN OR POST OFFICE: 12. COUNTY: 13. STATE:
Approximately 2 miles northeast of Kenilworth Carbon UTAH
15. DISTANCE TO NEAREST PROPERTY OR LEASE LINE (FEET) 16. NUMBER OF ACRES IN LEASE: 17. NUMBER OF ACRES ASSIGNED TO THIS WELL:
1133’ 160
18. DISTANCE TO NEAREST WELL (DRILLING, COMPLETED, OR 19. PROPOSED DEPTH: 20. BOND DESCRIPTION:

APPLIED FOR) ON THIS LEASE (FEET)

5,000 | Surety Bond # B001632

21. ELEVATIONS (SHOW WHETHER DF, RT, GR, ETC.): 22. APPROXIMATE DATE WORK WILL START: 23. ESTIMATED DURATION:
GR = 6650 11/15/2005 2 weeks
24, PROPOSED CASING AND CEMENTING PROGRAM
SIZE OF HOLE CASING SIZE, GRADE, AND WEIGHT PER FOOT SETTING DEPTH CEMENT TYPE, QUANTITY, YIELD, AND SLURRY WEIGHT
121/4" 8 5/8" J-55 24 #ift 500 | Class G+ 2% CACL2 314 sacks 1.15 cu.ft/sk 15.8ppg,
plus FL additive 75% excess
77/8" 51/2" J-55 17 #iit 5,000 | Lead: Lite Wt. cement 352 sacks 3.36 cu.ft./sk 10.5 ppg

Tail: Cem Crete blend 146 sacks 2.07 cu.ft./sk 10.5ppg

25. ATTACHMENTS

VERIFY THE FOLLOWING ARE ATTACHED IN ACCORDANCE WITH THE UTAH OIL AND GAS CONSERVATION GENERAL RULES:

WELL PLAT OR MAP PREPARED BY LICENSED SURVEYOR OR ENGINEER 1 compiete prRILUNG PLAN
EVIDENCE OF DIVISION OF WATER RIGHTS APPROVAL FOR USE OF WATER [C] FoRM 5, IF OPERATOR IS PERSON OR COMPANY OTHER THAN THE LEASE OWNER
NAmE (PLEASE PRINT) DOUg Endsley rme VP Operations
—_
SIGNATURE % m DATE / 0/ /47 / 25
=1 )
(This space for State use 6nly) Y s
[ S

¥ by the
h Division of .
'Oif,'Gas and Minjrg|

paerse Side, ﬁ\ ~
AN

~_/

P ..rmhui

API NUMBER ASSIGNED: L'lz -0 07“5 12 6 (/

DIV.OF OIL, GAS & MINING

[ 3D
(11/2001) (See Insuﬁs onR
.
.



TOWNSHIP 13 SOUTH, RANGE 10 EAST, —
SALT LAKE BASE & MERIDIAN

CORDINGLY CANYON 156 - 2 2
GEODETIC COORDINATES (NAD 1927)

LAT. 36°41'48" N 4
LONG.: 110°46'56" W g WEST
ELEV=6833 (NGVD 1929) o

NORTH 3078

16!i15

21122

EX

*=TO KENILWORTH

22 BASIS OF BEARING 2723
S89°45'34"E 2645.53'

\ (MEASURED)

ISTING ROAD
(TYP)

FOUND MONUMENT

NOT FOUND
DRILL HOLE LOCATION

NARRATIVE

THE PURPOSE OF THIS SURVEY IS TO LOCATE AND DESCRIBE A WELL SITE
FOR MARION ENERGY INC., AND IS SITUATED IN THE NORTHEAST QUARTER
OF SECTION 15, TOWNSHIP 13 SOUTH, RANGE 10 EAST, SALT LAKE BASE AND
MERIDIAN, CARBON COUNTY, UTAH.

THE BASIS OF BEARING USED FOR THIS SURVEY IS SOUTH 89°45'34" EAST
BETWEEN THE SOUTH QUARTER CORNER AND THE SOUTHEAST CORNER OF
SAID SECTION 15.

THE BASIS OF ELEVATION USED FOR THIS SURVEY IS 6561 FEET (NGVD 1928)
AT THE SOUTHWEST CORNER OF SECTION 16, TOWNSHIP 13 SOUTH, RANGE
10 EAST, SALT LAKE BASE AND MERIDIAN, AS SHOWN ON THE HELPER, UTAH
7.5' QUADRANGLE.

SITE DESCRIPTION

A PROPOSED DRILL HOLE SITUATED IN THE NORTHEAST QUARTER OF
SECTION 15, TOWNSHIP 13 SOUTH, RANGE 10 EAST, SALT LAKE BASE AND
MERIDIAN, CARBON COUNTY, STATE OF UTAH, SAID DRILL HOLE IS LOCATE
3078 FEET NORTH AND 1133 FEET WEST FROM THE SOUTHEAST CORNER
SAID SECTION 15.

CERTIFICATE OF SURVEY

I, M. CODY WARE, DO HEREBY CERTIFY THAT | AM A REGISTERED LAND
SURVEYOR, LICENSE NO. 4940688 AS PRESCRIBED BY THE LAWS OF THE
STATE OF UTAH. | FURTHER CERTIFY THAT | HAVE MADE A SURVEY OF THE
LOCATION SHOWN AND THAT IT IS TRUE AND CORRECT TO THE BEST OF MY
KNOWLEDGE.

DATE._ /0 /% - 2205 e~

. CODY WARE

[1{][]]]]
5 g,

IEE N
,"'"flllcl)l\:llﬂ“‘\‘

WARE _SURVEYING, L.L.C.

Phone: 435-613-1266 1344 North 1000 West
Emall: waresurveying@emerytelcom.net Price, Utah 84501

SURVEY FOR:
MARION ENERGY INC.

CORDINGLY 15-2

GRAPHIC SCALE NEAR KENILWORTH, CARBON COUNTY, UTAH
0 500 1000 N.E. 1/4 - SECTION 15, T. 138,,R. 10E,, SLB. &M.

DRAWN BY: MCW | SCALE: 1" = 1000

DATE: 10-19-05
REVISIONS; 5| DRAWINGNO. P-1

NO

1IN = 1000 FT




OIL, GAS AND COALBED METHANE LEASE

This agreement ("Lease") is effective this __ 15 day of __dune

2004, by and between BLACKHAWK COAL COMPANY, a Utah corporation with 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. Wall Street, Suite 806, Midland, TX 79701 ("Lessee”)

1,

GRANTING CLAUSE: Lessor, for and in consideration of Ten Dollars ($10.00) per
net mineral acre and other valuable consideration, the receipt of which is hereby
acknowledged, and for and in consideration of the covenants and agreements
hereinafter contained on the part of Lessee, has granted, demised, leased and let
and by these presents does grant, demise, lease and let exclusively unto Lessee
all of Léssor’s right, title and interest in the lands located in the Utah County of
Carbon described in EXHIBIT A attached hereto and made a part hereof, consisting
of 3,000 mineral acres and 480 surface acres, more or less, including any interests
therein which Lessor may hereafter acquire in Township 13 South 10 East, Carbon
County, Utah, by reversion, prescription or otherwise, and also including any
accretions and any small strips or parcels of land now or 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, taking care of, treating, processing, storing
on the surface and transporting and marketing coalbed methane, oil, liquid
hydrocarbons, gas, or any of their constituent products, including injecting gas,
waters, other fluids and air into all subsurface, coal strata horizons and formations

1
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without liability to Lessor for migration; and laying pipelines, storing hydrocarbons
above ground in a manner that will not interfere with Lessor’s use of the surface,
building tanks, setting up pumping units, and constructing all improvements
necessary in the production and transportation of coalbed methane, oif, liquid
hydrocarbons, gas, or any of their constituent products (collectively the “Minerais”);
logether with water rights necessary for Lessee’s activitios and, on a non-exclusive
basis, ali the rights of ingress or egress, and all other appurtenant easements and
right-of-way Lessor may hold (o the surface, subject to all terms and conditions of
this Lease. For the purposes of this Lease, “coalbed methane” means methane gas
from coal formations, coal seams or abandoned coal mine workings and all zones
in communication therewith.

2. LEASE TERM: Subject to the other provisions of this Lease and specifically but not
limited to the provisions of paragraph 3, this Lease shall commence on the date
hereof and remain in full force and effect for a primary term expiring at 11:59 p.m.
on the date that is five (5) years from the date 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 sell Minerals underlying the Leased Premises. The
Primary Term may not be extended by payment of shut-in royalty.

3. EXTENDED TERM:

(a) Provided the Lessee has, during the Primary Term, diligently and in
good faith explored the Leased Premises for Minerals and, where
warranted, drilled and, where appropriate, completed a well or wells

to commercially produce Minerals from the Leased Premises, Lessee

Doc #232436.v7 Date: 06/02/2004 3:06 AM



Surface Use Plan Page ]

Surface Use Plan

Marion Energy, Inc.
Cordingly Canyon 15-2

1. Existing Road:

a. Topo Map ‘A’ is the vicinity map showing the access route from Spring Glen, Utah.

b. Topo Map ‘B’ shows the proposed access road to each well. It also shows existing roads
in the immediate area.

c. The existing and proposed access road, unless otherwise stated, shall be crowned,
ditched, and dipped from the nearest improved road.

. Occasional maintenance blading and storm repairs will keep roads in good condition.

e. There shall be no mud blading on the access road. Vehicles may be towed through the

mud provided they stay on the roadway.

2. Planned Access Roads:
a. Maximum grade will be 8% or less.
b. No turnouts are required.
¢. Low water crossings to be placed in the proposed access road during drilling process and
culverts may be installed at a later date.
d. Road surface material will be that native to the area.
e. No cattleguards are required.
f. The proposed access road was flagged at the time the location was staked.
g The back slopes of the proposed access road will be no steeper than vertical or %:1 in
rock and 2:1 elsewhere.
3. Location of Existing Wells:

a. SeeTopoMap B’

4. Location of Existing and/or Probosed Facilities:

2. All Petroleum Production Facilities are to be contained within the proposed location
sites.

b. In the event that production of these wells is established, the following will be shown:

i. Proposed location and attendant lines, by flagging, if off well pad.
ii. Dimensions of facilities.
iii. Construction methods and materials.

c. The area used to contain the proposed production facilities will be built using native
materials. If these materials are not acceptable, then other arrangements will be made to
acquire them from private sources. These facilities will be constructed using bulldozers,
graders, and workman crews to construct and place the proposed faculties.

d. All permanent facilities placed on the locations shall be painted a non-reflective color,
which will blend with the natural environment.

e. A dike shall be constructed around the tank battery, of sufficient capacity to adequately
contain at least 110 percent of the storage capacity of the largest tank within the dike.

f. All buried pipelines shall be covered to a depth of 3 feet except at road crossings where
they shall be covered to a depth of 4 feet.



Surface Use Plan Page 2

g Construction width of the right-of-way/pipeline route shall be restricted to 50 feet of

disturbance.
h. Pipeline location warning signs shall be installed within 90 days upon completion of
construction.
5. Location and Water Supply:

a. Any water to be used for the drilling of this well will be from the Price River Water
Improvement District (an adjudicated industrial water source) and transported by a
locale trucking company (Nielson Construction).

b. No water wells are to be drilled.

6. Source of Construction Materials:

a. No construction materials are needed for drilling operations. In the event of production,
the small amount of gravel needed for facilities will be hauled in by truck form a local
gravel pit over existing access roads from the area. No special access other than for
drilling operations and pipeline construction is needed.

b.  All access roads crossing BLM land is shown on Topo Map ‘B’.

c.  All well pad surface disturbance areas are on AEP/Blackhawk Coal Company lands.

7. Methods for Handling Waste Disposal:

Drill cuttings will be buried in the reserve pit when covered.

Drilling fluids will be contained in the reserve pit.

c. Any hydrocarbon liquids produced while production testing will be contained in a test
tank. Any unavoidable spills of oil or other adverse substances or materials will be
removed immediately during drilling progress or during completion operations.

d. Portable chemical toilets will be provided and services by a local commercial sanitary
service.

e. Garbage and trash will be collected in a trash cage and its contents hauled to a sanitary
landfill. All wastes caused by the construction activities shall be promptly removed and
disposed of in a sanitary landfill or as directed by the company representative.

f. Prior to commencement of drilling, the reserve pit will be fenced on three sides using 39-
inch net wire with at least one (1) strand of barbed wire. All wire is to be stretched
before attaching to corner posts. When drilling activities are completed it will be fenced
on the fourth side and allowed to dry (if liquids are present). After drying, the fences
will be removed and the pits shall be buried. Reclamation will be undertaken no later
than the fall of the year after all drilling activity has ceased.

o

8. Ancillary Facilities:

a.  No airstrips, camps, or other living facilities will be built off the locations. Housing and
office trailers will be on the location as seen on the location layout.

9. Well Site Layout:

a. See attached cut sheet.

b. Company representatives will determine if the pit is to be lined, and if so, the type of
material to be used.
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10.

11

c. Topsoil shall be stripped to a depth of 4 to 6 inches and stockpiled as shown on the
location layout plat.

d. The back slopes of the locations will be no steeper than vertical or %:1 in rock and 2:1
elsewhere.

e. The upper edges of all cut banks on the access roads and well pads will be rounded.

f.  Catchment ponds to be placed as required to intercept drainage re-routes.

Plans for Restoration:

a. Immediately upon completion, the location and surrounding area will be cleared of all
debris, materials, trash and junk not required for production.

b. Before any dirt work to restore the location takes place, the reserve pit must be
completely dry. The reserve pit will be reclaimed within one (1) year from the date of
well completion.

c. All disturbed areas will be seeded with the mixture, which is found suitable by the Utah
Division of Wildlife Resources and the landowner.

d. The seedbed will be prepared by disking, following the natural contour. Drill seed on

contour at a depth no greater than ¥ inch. In areas that cannot be drilled, the seed will

be broadcast at double the seeding rate and harrowed into soils. Certified seed is
recommended.

Fall seeding will be completed after September, and prior to prolonged ground frost.

If the well is a producer, access roads will be upgraded and maintained as necessary to

prevent soil erosion, and accommodate year round traffic. Areas unnecessary to

operations will be reshaped, topsoil distributed, and seed distributed according to the
above mixtures. Perennial vegetation would be established. Additional work may be
required in case of seeding failures, etc.

g If the well is abandoned or is a dry hole, the access road and location will be restored to
approximate the original contours. During reclamation of the site, the fill material will
be pushed into cuts and up over the back slope. No depressions will be left that would
trap water or form ponds. Topsoil will be distributed evenly over the location and
seeded according to the above mixture. The access road and the location shall be ripped
or disked prior to seeding. Perennial vegetation must be established. Additional work
shall be required in case of seeding failures, etc.

h. Annual or noxious weeds shall be controlled on all disturbed areas. Method of control
shall be by an approved mechanical method or an Environmental Protection Agency
(EPA) registered herbicide. All herbicide application will be in cooperation with Carbon
County Weed Control personnel.

e

Other Information:

a. Man uses the area for the primary purpose of grazing domestic livestock.

i All activity shall cease when soils or road surfaces become saturated to a depth
of three inches, unless otherwise approved by the company representative.

ii. If any fossils are discovered during construction, the operator shall cease
construction immediately and notify the company representative so as to
determine the significance of the discovery.

b. A Class I cultural resource inventory was completed prior to disturbance by a qualified
professional archaeologist.
The operator is responsible for informing all persons in the area who are associated with this
project that they will be subject to prosecution for knowingly disturbing historic or
archaeological sites, or for collecting artifacts. If historic or archaeological materials are
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12

13.

uncovered during construction, the operator is to immediately stop work that might
further disturb such materials and contact the State Historic Preservation Office
(SHPO). The SHPO Officer will outline (if any) what mitigation is appropriate.

i. If the operator wished, at any time, to relocate activities to avoid the expense of
mitigation and/or delays associate with this process, the SHPO will assume
responsibility for whatever recordation and stabilization of the exposed
materials may be required. Otherwise, the operator will be responsible for
mitigation costs. The SHPO will provide technical and procedurat guidelines for
the conduct of mitigation. Upon verification from the State that the required
mitigation has been completed, the operator will be allowed to resume
construction.

d. Less than 10,000 pounds of any chemical(s) from the EPA’s Consolidated list of
Chemicals Subject to Reporting Under Title 111 of the Superfund Amendments and
Reauthorization Act (SARA) of 1986, and less then threshold planning quantity (TPQ) of
any extremely hazardous substance(s), as defined in 40 CFR, would be used, produced,
transported, stored, disposed, or associated with the proposed action.

Lessee’s or Operator’s Representative:

Marion Energy, Inc.
Mzr. Doug Endsley
2901 East 20 Street, Suite 106
Farmington, New Mexico 87402
(505) 564-8005

Certification:
I hereby certify that I, or persons under my direct supervision, have inspected the proposed drill
site(s) and access route(s); that I am familiar with the conditions which presently exist; that the
statements made in this plan are, to the best of my knowledge, true and correct; and, that the
work associated with the operations proposed herein will be performed by Marion Energy, Inc.
and its contractors and subcontractors in conformity with the plan and the terms and conditions
under which it is approved.

This statement is subject to the provision of 18 U.S.C. 1001 for the filing of a false statement.

@AA,(W /D/za/éa’

Doug Endsley, U Date
Company R entative
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Drilling Plan
Marion Energy, Inc.
Cordingly Canyon 15-2
1.  Geologic Surface Formation
a. Quaternary

2. Estimated Tops

Name Depth Production Phase

Top of Ferron 4500 Gas

Base of Ferron 4750

D 5000

3. Casing Program

a. See Forim #3 Section 24.

4. Operators Specifications for Pressure Control Equipment

a. 2000 psi WP Double Gate BOP or Single Gate BOP (Schematic Attached).

b. Functional test daily.

c.  All casing strings shall be pressure tested (0.2psi/foot or 1500 psi, whichever is greater)
prior to drilling the plug after cementing; test pressure shall not exceed the internal yield
pressure of the casing.

d. All ram-type preventers and related control equipment shall be tested at the rated
working pressure of the stack assembly or at 70 percent of the minimum internal yield

pressure of the casing, whichever is less. Tests shall be done at the time of installation,
prior to drilling out, and weekly. All testes shall be for a period of 15 minutes.

5. Auxiliary Equipment
a. Kelly Cock - Yes
b. Float at the bit ~ No
¢. Monitoring Equipment on the mud system - visually
d. Full opening safety valve on rig floor - Yes
e. Rotating head - Yes

f. The blooie line shall be at least 6 inches in diameter and extend at least 100 feet from the
well bore into the reserve/blooie pit.

g Blooie line ignition shall be provided by a continuous pilot (ignited when drilling below
500 feet).
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Drilling Plan
Marion Energy, Inc.
Cordingly Canyon 15-2

h.  Compressor shall be tied directly to the blooie line through a manifold.

i A mistor with a continuous stream of water shall be installed near the end of the blooie
lines for dust suppression.

6. Proposed Circulating Medium

Depth Mud Type
0to TD Air / Mist
7. Testing, Logging, and Coring Program
a. Cores~- Possible core of Ferron Sand
b. DST- None anticipated
c. Logging - DIL-GR (TD to base of surface casing).

2. FDC-CNL-GR-Cal (TD to base of surface casing).

d. Formationand Completion Interval: ~ Ferron interval, final determination of
completion will be made by analysis of logs.
Simulation:  Simulation will be designed for the particular area of interest as
encountered.

e. Frac gradient: Approximately 0.80 psi/ft.
8. Anticipated Cementing Program:

a. See Form #3, Section 24.
Final cement volumes to be calculated from caliper log with an attempt to be made to circulate cement to
the surface. A bond log will b e run across the zone of interest and across zones as required by the
authorized officer to insure protection of natural resources.
9. Anticipated Abnormal Pressures and Temperatures, Other Potential Hazards:
No abnormal temperatures or pressures are anticipated. No H,S has been encountered in or known to
exist from previous wells drilled to similar depths in the general area. Maximum anticipated bottom hole

pressure equals approximately 1500 psi (calculated 0517 psi/ft) and maximum anticipated surface

pressure equals approximately 862 psi (bottom hole pressure minus the pressure of a partially evacuated
hole calculated at 0.22 psi/ft).
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WORKSHEET '

APPLICATION FOR PERMIT TO DRILL

APD RECEIVED: 10/21/2005

WELL NAME: CORDINGLY CYN 15-2

OPERATOR : MARION ENERGY INC

CONTACT : DOUG ENDSLEY

PROPOSED LOCATION:

SENE 15 1308 100E

SURFACE: 3078 FSL 1133 FEL

BOTTOM: 3078 FSL 1133 FEL

CARBON

HELPER ( 18
LEASE TYPE: 3 - State

LEASE NUMBER: ML49249
SURFACE OWNER: 4 - Fee
PROPOSED FORMATION: FRSD
COALBED METHANE WELL? NO

API NO. ASSIGNED: 43-007-31064

PHONE NUMBER: 972-540-2967

INSPECT LOCATN BY: / /

Tech Review Initials

Engineering Dm

R/ 3f5

Geology

Surface

LATITUDE: 39.69657

LONGITUDE: -110.7819

RECEIVED AND/OR REVIEWED:

« Plat
n Bond: Fed[] Ind[] Sta[] Feel]
(No. B0O0O1617 )

Potash (Y/N)

Oil shale 190-5 (B) or 190-3 or 190-13

(Mo. _ Dyy )

RDCC Review (Y/N)

_n

N

v/ Water Permit
Al

(Date: )

_:%F_ Fee Surf Agreement &EVN)
_Nw

Intent to Commingle (Y/N)
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ON~-SITE PREDRILL EVALUATION
Division of 0Oil, Gas and Mining

OPERATOR: Marion Energy, Inc.

WELL NAME & NUMBER: Cordingly Canyon 15-2

API NUMBER: 43-007-31064

LEASE: State FIELD/UNIT:

LOCATION: 1/4,1/4 SENE Sec: 15 TWP: 13S RNG: 10E 3078 FSL _1133 FEL
LEGAL WELL SITING: 460 from outer boundary and 920 from other wells.

GPS COORD (UTM): X= 518699 E; Y= 4393906 N SURFACE OWNER: American Electric
Power.

PARTICIPANTS
M. Jones (DOGM), Doug Endsley, Erik Norton, Keri Clark, Ben Evans
(Marion), Mel Coonrod (EIS), and Tonya Hammond (AEP). Carbon County was

invited but chose not to attend.

REGIONAL/LOCAL SETTING & TOPOGRAPHY

Proposed location is ~2 miles northeast of Kenilworth, Carbon County,
Utah. The immediate area surrounding the proposed well is mining
activities, grazing, and wildlife habitat. Location is staked on
property owned by American Electric Power. Access to this well will be
along existing County maintained roads and upgraded two-track roads.
The direct area drains to the south into dry wash drainages, eventually
making its way into the Price River, a year-round live water source,
~8.5 miles south. Dry washes are common throughout the area.

SURFACE USE PLAN

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

PROPOSED SURFACE DISTURBANCE: 220’ x 140’ w/ 100’ x 30’ x 10’ included
pit.

LOCATION OF EXISTING WELLS WITHIN A 1-MILE RADIUS: 3 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): No.

WASTE MANAGEMENT PLAN:

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




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

STATEMENT OF BASIS
OPERATOR: Marion Energy, Inc.
WELL NAME & NUMBER; Cordingly Canyon 15-2
API NUMBER; 43-007-31064

LOCATION: 1/4,1/4 SESE Sec:15 TWP: 13 S RNG:10E 3078 FSL 1133 FEL

Geology/Ground Water:

It is unlikely that significant volumes of high quality ground water will be encountered at this location. A
poorly permeable soil is likely to be developed on the Blue Gate Member of the Mancos Shale, but it is unlikely
to be charged with significant volumes of groundwater. The proposed casing and cementing program should
adequately isolate any zones of fresh water that may be penetrated. No underground and one surface water right
have been filed within a mile of the location.

Reviewer: Christopher J. Kierst Date: 12/6/2005

Surface:

Proposed location is ~2 miles northeast of Kenilworth, Carbon County, Utah. The immediate area surrounding the
proposed well is mining activities, grazing, and wildlife habitat. Location is staked on property owned by American
Electric Power. Access to this well will be along existing County maintained roads and upgraded two-track roads.
The direct area drains to the south into dry wash drainages, eventually making its way into the Price River. a vear-
round live water source, ~8.5 miles south. Dry washes are common throughout the area. The location was moved
~40-60 feet during the on-site to better fit topography. Other issues talked about were; location layout, lining the
reserve pit, access and right-of-ways, as well as concerns and potential concerns of nearby residents. M. Jones
(DOGM). Doug Endsley, Erik Norton, Keri Clark, Ben Evans (Marion), Mel Coonrod (EIS), and Tonya Hammond
(AEP) were all in attendance for this on-site. Carbon County was invited but chose not to attend.

Reviewer: Mark L. Jones Date:  December 5. 2005

Conditions of Approval/Application for Permit to Drill:

1. Reserve pit liner optional.
2. Provide adequate drainage and erosion protection for the location and existing drainages.
3. Pad construction and layout as discussed during pre-site visit, also reflected in new APD dated 12/1/05.



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.

ENVIRONMENTAIL PARAMETERS

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

FLORA/FAUNA:_ Sagebrush, pinion, deer, rodents, fowl.

SOIL TYPE AND CHARACTERISTICS: Rocky clay.

EROSION/SEDIMENTATION/STABILITY: Erosive upon disturbance.

PALEONTOLOGICAL POTENTIAL: None observed.

RESERVE PIT

CHARACTERISTICS: _Dugout earthen, 100’x30’x10’, included w/in location.

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

SURFACE RESTORATION/RECLAMATION PLAN

As per surface use agreement.

SURFACE AGREEMENT: Signed.

CULTURAL RESOURCES/ARCHAEOLOGY: None requested by landowner.

OTHER OBSERVATIONS/COMMENTS

Center stake was moved during the on-site. This required re-surveving
the location. With the new surveying, staking of the corners of the pad
and corners of the pit were requested by The Division. A second visit
to the site was made by M. Jones (UDOGM) to look at staking, check GPS

readings, and take photos of the new site. The second visit was made on
11/21/2005.

ATTACHMENTS

Photos of this location were taken and placed on file.

Mark L. Jones November 14, 2005 / 10:15 am
DOGM REPRESENTATIVE DATE/TIME




Egmtion Ranking Criteria and Ranking g‘e

For Reserve and Onsite Pit Liner Requirements

Site-Specific Factors

Distance to Groundwater (feet)
>200
100 to 200
75 to 100
25 to 75
<25 or recharge area

Distance to Surf. Water (feet)
>1000
300 to 1000
200 to 300
100 to 200
< 100

Distance to Nearest Municipal
Well (feet)

>5280
1320 to 5280
500 to 1320
<500
Distance to Other Wells (feet)
>1320
300 to 1320
<300

Native Soil Type
Low permeability
Mod. permeability
High permeability

Fluid Type

Air/mist

Fresh Water

TDS >5000 and <10000

TDS >10000 or Oil Base Mud Fluid
containing significant levels of
hazardous constituents

Drill Cuttings
Normal Rock
Salt or detrimental

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

Affected Populations
<10
10 to 30
30 to 50
>50

Presence of Nearby Utility
Conduits

Not Present

Unknown

Present

Final Score

Sensitivity Level Il = 15-19; lmmg is discretionary.

Sensitivity Level Il = below 15 no specific lining is required .

Ranking

15

it use.

Site Ranking

10

Sensitivity)
















STATE OF UTAH, DIVISION OF WATER RIGHTS Page 1 of 3

ui30

Search Utah.gov fGa

UtaH DivisSiON OF WATER RIGHTS

WRPLAT Program Output Listing

Version: 2004.12.30.00 Rundate: 12/06/2005 09:50 AM

Radius search of 5280 feet from a point N3078 W1133 from the SE corner, section 15, Township 13S, Range 10E, SL b&m Criteria:wrtypes=W,C,E
podtypes=all status=U,A,P usetypes=all .

http://utstnrwrt6.waterrights.utah.gov/cgi-bin/mapserv.exe 12/06/2005



STATE OF UTAH, DIVISION OF WATER RIGHTS Page 2 of 3

9 10 11

|
16 51-2176 14
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0 700 1400 2100 2800 ft

Water Rights

http://utstnrwrt6.waterrights.utah.gov/cgi-bin/mapserv.exe 12/06/2005



STATE OF UTAH, DIVISION OF WATER RIGHTS Page 3 of 3

WR Diversion Well A
Number Type/Location Log Status Priority Uses CFS ACFT Owner Name
. . BLACKHAWK COAL
91-2176 Point to Point P 18690000 S  0.011 0.000 COMPANY
0015 13S 10E SL 700 MORRISON ROAD

Natural Resources | Contact | Disclaimer | Privacy Policy | Accessibility Policy

http://utstnrwrt6. waterrights.utah.gov/cgi-bin/mapserv.exe 12/06/2005



@ 12-05 Marion Cordingly C}’l 5-2

Casing Schematic

M lionl @S Surface
8-5/8"
MW 8.4
Frac 19.3
& Ho
Gosa) (84 (Gow) > RAIsY
Aaticipets 1506
Gy
(i;)(fbw'd) (c(.‘

N\m/“ 758Y O

v 1S ehostook

Bofe - Qoo —

.—-’"‘

e

Hser ’i—dp l%fnﬂ\

\/}:S—r iy L{'Oo‘d as fﬁ)’aoéﬁom

A AT A



Well name:

Operator: Marion Energy Inc.
String type:  Surface

Location:

Carbon County, Utah

12-05 Marion Cordingly Cyn 15-2

Project ID:
43-007-31064

Design parameters:

Minimum design factors:

Environment:

Collapse Collapse: H2S considered? No
Mud weight: 8.400 ppg Design factor 1.125 Surface temperature: 65 °F
Design is based on evacuated pipe. Bottom hole temperature: 72 °F
Temperature gradient: 1.40 °F/100ft
Minimum section length: 299 ft
Burst:
Design factor 1.00 Cement top: 8 ft
Burst
Max anticipated surface
pressure: 0 psi
Internal gradient: 0.436 psi/ft Tension: Non-directional string.
Calculated BHP 218 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: 5,000 ft
Tension is based on air weight. Next mud weight: 8.400 ppg
Neutral point: 437 ft Next setting BHP: 2,182 psi
Fracture mud wt: 19.250 ppg
Fracture depth: 500 ft
Injection pressure 500 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) ()

1 500 8.625 24.00 J-55 ST&C 500 500 7.972 244
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

1 218 1370 6.279 218 2950 13.52 12 244 2033 J

Prepared  Clinton Dworshak Phone: (801) 538-5281 Date: December 8,2005
by: Utah Div. of Oil & Mining FAX: (801)359-3940 Salt Lake City, Utah
ENGINEERING STIPULATIONS -

Collapse strength is based on the Westcott, Duniop & Kemier method of biaxial correction for tension.

Burst strength is not adjusted for tension.

Engineering responsibility for use of this design will be that of the purchaser.



Well name: 12-05 Marion Cordingly Cyn 15-2

Operator: Marion Energy Inc.

String type:  Production Project ID:
43-007-31064

Location: Carbon County, Utah

Design parameters: Minimum design factors: Environment:

Collapse Collapse: H2S considered? No
Mud weight: 8.400 ppg Design factor 1.125 Surface temperature: 65 °F
Design is based on evacuated pipe. Bottom hole temperature: 135 °F

Temperature gradient: 1.40 °F/100ft
Minimum section length: 1,500 ft
Burst:
Design factor 1.00 Cement top: Surface
Burst
Max anticipated surface
pressure: 0 psi
Internal gradient: 0.436 psi/ft Tension: Non-directional string.
Calculated BHP 2,182 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 air weight.
Neutral point: 4,363 ft
Run  Segment Nominal End True Vert Measured Drift Internal
Seq Length Size Weight Grade Finish Depth Depth Diameter  Capacity
(ft) (in) (tbs/ft) (ft) (ft) (in) (ft’)

1 5000 5.5 17.00 J-55 LT&C 5000 5000 4.767 172.3
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 2182 4910 2.251 2182 5320 2.44 85 247 291J

Prepared  Clinton Dworshak Phone: (801) 538-5281 Date: December 8,2005
by: Utah Div. of Oil & Mining FAX: (801)359-3940 Salt Lake City, Utah

ENGINEERING STIPULATIONS -
Collapse strength is based on the Westcott, Dunlop & Kemler method of biaxial correction for tension.

Burst strength is not adjusted for tension.

Engineering responsibility for use of this design will be that of the purchaser.



Diana Whitney - Marion Energy, Inc. C<.'19Iy Canyon 15-2 Location . Page 1

From: "Office" <eisec@preciscom.net>

To: "Diana Whitney" <dianawhithey@utah.gov>

Date: 10/27/2005 9:35:17 AM

Subject: Marion Energy, Inc. Cordingly Canyon 15-2 Location

Dear Ms. Whitney:

Please find attached a signed/scanned copy of the Surface Use Plan for Marion Energy, Inc. Cordingly
Canyon #15-2 location in Carbon County, Utah. This should complete the APD's that you already
received. The Water Supply information for this project is located in Section 5. of the Surface Use Plan.
Also, please let me know if you require a hard copy of this information. | can get it into FedEx this
afternoon.

If you have any other questions or comments, please feel free to call us at one of the numbers listed
below.

Thank you in advance,

Katie J. Nash
Sr. Environmental Analyst

Attachments:
Surface Use Plan Cordingly Canyon 15-2
Cordingly 15-2 Topo Map A
Cordingly 15-2 Topo Map B

EIS Environmental & Engineering Consulting

31 North Main Street * Helper, Utah 84526

Office - (435) 472-3814 * Fax - (435) 472-8780
Tollfree - (800) 641-2927 * Mobile (435) 650-6379
eisec@preciscom.net * knash@preciscom.net

CC: "Doug Endsley" <dendsley@marionenergy.com>



State of Utah

Department of
Natural Resources

MICHAEL R. STYLER
Executive Director
Division of
Oil, Gas & Mining

JOHN R. BAZA
Division Director

JON M. HUNTSMAN, JR.

Governor

GARY R. HERBERT
Lieutenant Governor December 13. 2005
b

Marion Energy, Inc.
119 S Tennessee #200
McKinney, TX 75069

Re:  Cordingly Canyon 15-2 Well, 3078' FSL. 1133' FEL. SE NE, Sec. 15,
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 ef seq., and the attached Conditions of
Approval, approval to drill the referenced well is 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 43-007-31064.

Sincerely,
Gil Hunt
Associate Director
pab
Enclosures

cc:  Carbon County Assessor
SITLA

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



Operator: Marion Energy, Inc.

Well Name & Number Cordingly Canyon 15-2

API Number: 43-007-31064

Lease: ML-49249

Location: _SE NE Sec._ 15 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.

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

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.

Compliance with the State of Utah Antiquities Act forbids disturbance of archeological,
historical, or paleontological remains. Should archeological, historical or paleontological
remains be encountered during your operations, you are required to immediately suspend
all operations and immediately inform the Trust Lands Administration and the Division
of State History of the discovery of such remains.

Compliance with the Conditions of Approval/Application for Permit to Drill outlined in
the Statement of Basis. (Copy Attached)

Surface casing shall be cemented to the surface.



STATE OF UTAH
DEPARTMENT CF NATURAL RESCURCES

DIVISION OF OIL. GAS AND MINING
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SUNDRY NOTICES AND REPORTS ON WELLS
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12/15/2005; MIRU Beeman Brothers Driiting. Spud well @ 12:00 pm. Drilled to a total depth of 500",
12/16/2005: Ran 497" of 8 5/8°, 24% Hoot, J-55, STEC casing & cement with 300 cu.f of Class H cement. Circulated 1o surfacae,
but cement fell back approximately 10 feet. Mark Jones with DOGM requires cement to be topped off. Will top off prier 1o

maving drifling rig in.

RECEIVED
DEC 2 9 2005

DIV.OF OIL, GAS & MINING
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: 9725470442 MARION ENERGY PAGE ©2/83

STATE OF UTAH CEI l/E FORM 6
DEPARTMENT OF NATURAL RESOURCES J4y - D
DIVISION OF OlL, GAS AND MINING JE 2
Oy s
ENTITY ACTION FORM " Gds 4 My,
Operator;  Marion Energy inc. Operator Account Number: N 4740
Address: 119 8. Tennessee, Ste. 200
gity McKinnay
state TX zip 75069 Phone Number: _(872) 540-2067
Well 1 ’7L3 -007- 3]0/5
APl Number Well Name QQ | Sec | Twp | Rng County
4350073101 Ballpark Canyon #1 SESW| 16 135 | 10E Carbon
Action Code Current Entity New Entity $pud Date Entity Assignment
Number Number Effective Date
A 99999 15159 1/3/2008 30/ 06

Commenta: W N (',6 . F

Wall 2
_;PI Number Wall Name QQ | Sec | Twp | Rng County
4300731065 Cordingly Canyon 15-1 SESE 16 138 108 Carbon
Action Code Current Entity New Entity Spud Date Entity Assignment
Number Number Effective Date
99999 /5140 12/16/2005 \/éo/bb

Comments; F' @ 6 D _ K’

Weil 3
APi Number | —_WellName QQ | Sec | Twp | Rng County
4300731064 Cordingly Canyon 15-2 SENE| 15 138 | 10E Carbon
Action Code Current Entity New Entity Spud Date Entity Assignment
Number . Number Effective Date
A 99999 5] ! 121012005 V'30/00
Comments: F 0 T
SD K

ACTION CODES:
A - Establish new entity for new well (single wall only)

B - Add new wall {0 exdating entity (group or unit well)

€ - Reassign well from onm existing entity to another existing entity
D - Re-assign well from one existing entity to a new entity
E

- Other (Explain in ‘comments’ saction) Landman 1/25/2006
Title Date

(812000)
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SUNDRY NOTICES AND REPORTS ON WELLS
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12/15/2005: MIRU Beeman Brothers Driiing. Spud well @ 12:00 prn. Drilled to a totai depth of 500"
12/16:2005: Ran 497 of 8 5/8°, 242 /foot, J-35. ST&C casing & coment with 300 cu.R of Class H cement, Circulated to surface,
but cement fcli back approximately 10 feet. Mark Jones with DOGM requires cement to be topped off. Wili 1op off prior 1o
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STATE OF UTAH FORM 9
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& LOCATION OF WELL 3078 s (/33 E
roOTaGES 4T sz M9 FINL and 1085 FWL counny - Carbon
ATROTR LECTON. TowWASRPR RAvGE weroux SENE 158 138 10E stare
. UTAH
1 CHECK APPROPRIATE BOXES TO INDICATE NATURE OF NOTICE, REPORT, OR OTHER DATA
TYPE OFf SUBMISSION TYPE OF ACTION
[ wonceor [:[ ACORTF (] ceemew [ reresronate current roruamon
(S £ Ouoicast [ mercasses [T rrucruns Ty [0 scemacxroreramwen
Aqgromracy g wors, wil ST ] casecreram [ rewcossimecnon [ seweomamnr agasoon
O owwse rorepaous res [} ceeraros o O verereran
] owwee e (] muGaonsaom {J venrormare
I/} sussequenT repor? [] cowsce wers sans [ rwsess [] warer oeatsn
(Setee Crigrad Form Ocly}
oo war it [] owsce el stans ] eeooucnon sTaRTRESUNE: ] wanmsauros
. [ cowarcs srocucass roraancns [] RecLamanon o waia s onen Final Cement Sundry
/132006 O comventwsi rvee [ secomeeTe. orferent roamanan

% DESCRIBE PROPOSED OR COMPLETED OFERATIONS Claarty show all pertinent detds incking datey, Sefits, vohaTias, stc

17122006 Drilled to TD at 5045' KB, Started in hole with casing and hit bridge at 4890°. Couldno!getwsmganydeepef
Casing apparently stopped at the base of the Ferron or a few feet into the Tununk shate. Ended up running 120 joints, 51/2°,
174, J-55 casing set at 4887" KB. Rig up Halliburton and cement with 400 sacks Halliburton Light with loss circulation and fluid
loss additives. Followed by 250 sacks 50/50 Poz with lkoss clrcuiation and fluid loss additives. Began displacement. Total
volume to displace casing was 136 bbis. Approximately 1/2 way through displacement cement either set-up or a bridge was
encountered. Pumg pressure at surface climbed to 3000 psi which would indicate cement stopped moving. Set slips and cut off
casing. Wil move completion fig in to drill out coment in casing and run a CBL log.

NAME (LEASE Ends&ey ane VP Operations
jﬁ-""‘) m’) rure _2/20/2006
n‘wm”-‘w —
RECEIVED
. e e son FEB 2 1 2006

DIV. OF OIL, GAS & MINING



STATE OF UTAH FORM ¢
DEPARTMENT OF NATURAL RESOURCES
DIVISION OF OIL, GAS AND MINING 5. LEASE DESIGNATION AND SERIAL NUMBER.
ML49249
SUNDRY NOTICES AND REPORTS ON WELLS ® [ INDIAN, ALLOTIE OR TRIGE NAME:

7. UNIT or CA AGREEMENT 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 FOR PERMIT TO DRILL form for such proposals.

1. TYPE OF WELL 8. WELL NAME and NUMBER:

olLweLL [ GASWELL ] OTHER Cordingly Canyon 15-2

2. NAME OF OPERATOR. 9. AP NUMBER:
Marion Energy, Inc. 4300731064
3. ADDRESS OF OPERATOR. PHONE NUMBER: 10. FIELD AND POOL, OR WILDCAT:
119 So. Tennessee Ste 200 ..., McKinney grare TX 5 15069 (972) 540-2967 Helper Field
4 LOCATIONOFWELL 24/ o 133 £
FoOTAGES AT surrace: -3119' FNL and 1085' FWL county: Carbon
QTRAQTR, SECTION, TOWNSHIP, RANGE, MERIDIAN: SENE ~ 15 138 10E STATE: UTAH
1. CHECK APPROPRIATE BOXES TO INDICATE NATURE OF NOTICE, REPORT, OR OTHER DATA
TYPE OF SUBMISSION TYPE OF ACTION
[ NOTICE OF INTENT 1 acioize [] oeeren [[] REPERFORATE CURRENT FORMATION
{Submit in Duplicate) ] arercasne ] eracture TREAT [] sioeTRACK TO REPAIR WELL
Approximate date work wil start [[] casinererar [} wewconsTrUCTION [7] vemporariLy aBANDON
[1 cHanee ToPREVIOUS PLANS [] oPerator cranGE [[] tusinG Repair
[] orancEetuBiING [[] pLuG anp AsanDON [[] venTorFLare
W1 SUBSEQUENT REPORT [] cange weLL name [ Puesack [7] water DisposaL
m(s::::::::e::“ o [[] crance weLL sTATUS ] PRODUCTION (START/RESUME) [] water sHuT-OFF
[} commingLE PRODUCING FORMATIONS [ ] RECLAMATION OF WELL SITE otHer: Final Cement Sundry
1713/2006 [ converTwerL Tvee [T] RECOMPLETE - DIFFERENT FORMATION

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

1/12/2006: Drilled to TD at 5045' KB. Started in hole with casing and hit bridge at 4890'. Could not get casing any deeper.
Casing apparently stopped at the base of the Ferron or a few feet into the Tununk shale. Ended up running 120 joints, 51/2”,
17#, J-55 casing set at 4887' KB. Rig up Halliburton and cement with 400 sacks Halliburton Light with loss circulation and fluid
loss additives. Followed by 250 sacks 50/50 Poz with loss circulation and fiuid loss additives. Began displacement. Total
volume to displace casing was 136 bbls. Approximately 1/2 way through displacement cement either set-up or a bridge was
encountered. Pump pressure at surface climbed to 3000 psi which would indicate cement stopped moving. Set slips and cut off
casing. Will move completion rig in to drill out cement in casing and run a CBL log.

NAME (PLEASE PRI ndsley mme VP Operations

SNATURE Wq e 2/20/2006

zZ Z

m—— RTOEIVED
FEB 2 7 2006
(5/2000) (See insiructions on Reverse Side}
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STATE OF UTAH FORM 9
DEPARTMENT OF NATURAL RESOURCES
DIVISION OF OIL, GAS AND MINING 5. LEASE DESIGNATION AND SERIAL NUMBER:
. ML49249
SUNDRY NOTICES AND REPORTS ON WELLS © [T INDIAN, ALLOTTER OF TRIDE NAME

7. UNIT or CA AGREEMENT NAME:
Do not use this form for proposals to drill new wells, significanily 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 8. WELL NAME and NUMBER: .
oiLweLL [] GASWELL /] OTHER Cordingly Canyon 15-2
2. NAME OF OPERATOR: 9. AP NUMBER.
Marion Energy, Inc. 4300731064
3. ADDRESS OF OPERATOR: PHONE NUMBER. 10. FIELD AND POOL, OR WILDCAT-
119 So. Tennessee #200 ... McKinney erare TX 5, 75069 (972) 574-9001 Helper
4. LOCATION OF WELL
FOOTAGES AT SURFACE: 3078' FSL and 1133' FEL county: Carbon
QTRIQTR, SECTION, TOWNSHIP, RANGE, MERIDIAN: SENE ~ 15 138 10E STATE:
UTAH
" CHECK APPROPRIATE BOXES TO INDICATE NATURE OF NOTICE, REPORT, OR OTHER DATA
TYPE OF SUBMISSION TYPE OF ACTION

[] acioize [] oeepen [[] REPERFORATE CURRENT FORMATION

] noTicE OF INTENT 4

(Submit in Duplicate) [ auercasne [Z] FracTURE TREAT [[] stpetrRACK TO REPAIR WELL
Approximate date work will start [] casing repair [7] newconstrucTiON [] vemporarity aBaNDON

[} cnance To PrREVIOUS PLANS [[] orerator cHaNGE [] vusinG repair
|:| CHANGE TUBING [T] Pruc AnD aBaNDON [[] ventorFaRe

SUBSEQUENT REPORT [] crance weLL NaME [ rueeack [ ] water osposaL

(Submit Original Form Only)
[} cHanee weLL sTaTUS [J eropucTion (sTARTRESUME) [] waTER sHuT-OFF
Date of work completion:
[ comminGLE PRODUCING FORMATIONS [ ] RECLAMATION OF WELL SITE 1 omer
5/9/2006 ] converT weLL TYPE 7] RECOMPLETE - DIFFERENT FORMATION

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

MIRU wireline services. Perforate Ferron interval from 4703' to 4829' gross with 4 shots per foot 0.43" 25 gram charge. RU
Superior Well Service and fracture treat Ferron interval with 85,000 galions of 20 # X-Link gel and 170,000 # 16-30 Bradysand.
ATP 2640 psi AIR 55.6 bpm, ISIP 2947 psi. RD Superior Well Service and move in completion unit and clean out frac. Current
status-waiting on pipeline connection.

NAME (PLEASE PRINT) P@ndsmy mme VP Operations
SIGNATURE Q\—ji»k/*—-’\ m pare 9122/2006
7 i
— L

(T space for State use oniy RECEIVED
MAY 2 6 2006

(2000 (Seo Insusions o Reverse i) DIV. OF OIL, GAS & MINING
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| STATEOFUTAH mEnoeoperortl] Forus
DE#&RTHENTOF?MTURILR!SOURCE& ) BOOeRY
DAVISION OF QIL. GAS AND MINING EAN
. . ML4O249
WELL COMPLETION OR RECOMPLETION REPORT AND LOG ¢ ¢ PRI o TsE M
P TRE CE R %‘E @ o L] TR VT O CA NOREEMENT NANE
* THROF MO, F VRAL NANE 3G IAMBER
W 0O PO 0 O anes Cordingly Canyon 15-2
7 HAME OF CAERA S i EX AR T
3 ASORESS OF CFERATOR. FHONE MAMER, 30 FIELD AND POGK., DRt WHLDCAT
1198 Tennessee #200 - MoKinney TX - 75089 - {972) 540-2967 Helper
4 LOCATION (F ASLL (POOTIOES) 1", ot ;}‘W TONWHIHS RANGE.
sramosx 378 FSL and 1133 FEL VAN
. . SENE 15 138 10E
AT TOR PRODUGHT NTES/ AL REPORTED BELOVC
. e ' 73, GONPA 7
AT TOTAL DEFTW . _ | , ¢ .Y 7 STATE UTA
te CATESUGOED - |15 DATETD REAGED | GATE COUALETED YT C g
124152005 1122006 | smeo08 v []  maoemeonce @) | gasgrar
(73 ’ctum v_w_\ . B AUSRICKTE W MM T DOMRETONG, MOWVANY? t [ 1 DERTHRROCE | WD
o § 045 ) e 4 890 Htaald v
23 TR BLECTIC AND OTHER WECHANCAL LOGE RUK (Buted topy of tacrs = .
. Cased Hole Neutron WeAS WELL OOREB? wffl s momeswon
Py VehS DEY FAC welfl, s 1At ety
) ERAECTEwAL SSVE L LIRS LODYY
I CALIRE AND LINER RECORD (RIPOCE S0l S0AA08 Sud in welf}
rareze | sctoane | wearie; | orcemn | eomiouam; AT ST | cont Tea s vora e s | couent zee = | ot PaiEn
12 1 8 58 J-55 24 Q 457 Q20 Surt-Cire
718 §12 »851 17 0 4,887 . e 400 ‘
I5 TUBING RECONO
SIZE CETTm SET KT | PACHKER W7 (WD) STE, CEFTHEET (ln | PREXER RET (U, 5.3 DESTH SEY (MgH PRLER ST DT
234 4,860 :
2. PEODUCIOG NTERVALE 27, PERFGAATION RECORD
TTRERATCRE ] Toemem | o v | ToR it [ BT (RG] NIEREAL (oo WoT | 928 [0 Fats R 73
s Fermon 4676 | 4916 14708  4.829[04F] 68 [oren ] semens LY
- oo | ] Soveeses
3B ACE FRATTURS, HEATMONT, COWNT SOUEESE, ETC. o
) CEPTH NTERVAL | AN AND TYV OF MATERIAL
85.000 aals 20 X-finked o & 170.000 # 16/30 Bracv sand

4703-4829

29, DICLOSED ATTACHMENTS.

[ ascmesnmowca o
] sumoneremes emmuaons sso cowen veexaton L) cortavuves

[0 sscwcocaworr [ ovivoxmr [ ovemomona s

0 onen

23 WELL BTATUS.

Shut-in

(CONTINUED ON BACK)

RECEIVED
MAR Z 7 2007
DIV. OF OIL, GAS & MiNiNg



. 33, WAL FEDDUCTION _ INTERVAL A (AS sheme ia DS 58} ] B
"DATE F257 PRODLCED TEST DATE i mm Wm bovr, - B mm P PROD ASTON
: 0 Pump
COE NI, JTEG FOLSE | JOHe PRESS | JAe GRAVIEY lnw oA funmmm SR OO (O - ]mm TR [PTERaL STATR
 INTERVAL G (AS thoat in S 509)
BATE HRET PRODCED TESTOATE xRS TESTED ThS1 PROCACTION 00 - B JAAR - WA [WeTIR -t FAco W& oo
' . FATES = -
CCERTE rnm C3G PRESS [AD: TRRVTTY  [BTU - 08 l:asm.mo 2459 PROCLCTION JOR - BA:. S - uh TER~E6x,  BioitvAL STATLY
. . FATES =
: ) . : WTERVAL C{kn sPoumIn S50 BIT)
AT BRST FROOUCED [TEST DATE, . IR TETTED TRET PROCKCTION gm-w; foas-ucr. . panEm- 08 rcohtmm
A -
THORE BTE | |70C PRESS | JOUG PRELG.  [AP1GRAYT Y JBTY - GAR .Fummmrmmtim ¥ ~ G, CAS < WCF | BOYATER - B r:vawumn.a
’ . RATES: =
S
DATERRST FROOVCED. TEST GATE. ; TESTED ) TTEST PRODLATION. FOO, - DG . JOAE K5 THATER tor. JFae wenae:
. . RATES =
CCHE 5XE [TE0 *RERR PREEL | AR CRATTY  [STU.GAS  [GASAM RATIO [26.100 SIDIAGTION [ O - B8 BT [AaTER-Ser JratRvaL sTatus
i RatEy - :
. DITPOSTTION OF G (S0iK, Leed for Fust Vealed B
S5 SUMSMARY. OF RORDUS TOWES fnchale Aulicrs § . FORMATION Ay} MARVERE:
mnrwwummmwwmfﬁrcawm PaING G f i vE
it comruns sod, Bt Snd eper. !wmpwmn;n-uq reeres:
e SR . o
Mancos 9} 4678 | Shale

8. AQCTUOMAL STWARICS { vEagy B

A .
% lwwunmdwwummmnmmﬁmm

g 87232006

« reeriading 3 mwumm

o signifcantly deepening an existing wel bore buiow the Drevious bollomioke Gpy
» drillng hydrocacbon explxatory holkis, SUCh 7% 0ore Rimpies end sratgraphic Icsts
~mz¢-mmm«mimbmmﬁmm«mm

~mz¢:wrm-ﬁmemdmmmwmxmﬁmmewmxwWm

Sondw  Utah Divition of O, Gas and Miring Phone, 2015385340
1804 Weat Hoth Temple, Sulle 1210
Bov 145801 Far  SO1-209&

Sa Laks Gy, Uah 841145001



STATE OF UTAH FORM 6
DEPARTMENT OF NATURAL RESOURCES

DIVISION OF OIL, GAS AND MINING

ENTITY ACTION FORM

Operator: _Marion Energy Inc Operator Account Number: N 2740
Address: 119 S Tennessee, Suite 200

city McKiinney

state TX Zip 75069 Phone Number- (972) 540-2967
Well 1 - _ ‘ |
APINumber | ~ WellName. [ oa | ng | . County

4300731064 Cordingly Cyn 15-2 SENE | 15 138 10E Carbon

Action Code | Current Entity |  spudDate |  Entity Assighment -
- S Number o i :

__ Effective Date

E 15161 15160 5/9/2006
Comments: Correction of data entry error by DOGM to match production reporting. No amendments to reporting
needed.
_APINumber | ~~ ~  WelilName . ]1QQ | Sec | Twp | Rng |  County
4300731065 Cordingly Cyn 15-1 SESE 10E Carbon
Action Code | Current Entity NewEntity | Spud Date . Entity Assignment
: Number o Number Gk e . - Effective Date-.
E 15160 15161 5/4/2006
Comments: Correction of data entry error by DOGM to match production reporting. No amendments to reporting
needed.

Comments:

ACTION CODES:
A - Establish new entity for new well (single weli only)

B - Add new well to existing entity (group or unit well)

Earlene Russell for DOGM
Nam .‘Pleas

e Print)

C - Re-assign well from one existing entity to another existing entity yJ
D - Re-assign well from one existing entity to a new entity Signature . -
E - Other (Explain in ‘comments’ section) Engineering Technician 9/3/2008

RECEIVED Title Date
(512000) - SEP 535 2008

DIV. OF OlL, GAS & MINING



STATE OF UTAH
DEPARTMENT OF NATURAL RESOURCES

AMENDED REPORT
(highlight changes)

FORM 8

DIVISION OF OIL, GAS AND MINING 5. LEASE DESIGNATION AND SERIAL NUMBER:
B o ML49249
6. IF INDIAN, ALLOTTEE OR TRIBE NAME
WELL COMPLETION OR RECOMPLETION REPORT AND LOG
~ TYa. TYPE OF WELL: ) oL [ VA Ry D OTHER 7. UNKT or CA AGREEMENT NAME
© B TYPEOFWORK: ;ﬁ S T [ 8. WELL NANE and NUMBER:
Vel e[ RO Bwd e OTHER Cordingly Canyon 15-2
3. NAME OF OPERATOR: 0. API NUMBER:
Marion Energy, Inc. 4300731064
3. ADDRESS OF OPERATOR: PHONE NUMBER: 10 FIELD AND POOL, OR WILDGAT
119 8. Tennessee #200 crv McKinney state TX 212 75069 (972) 540-2967 Helper
4. LOCATION OF WELL (FOGTAGES) 1. QTRIGTR, SECTION, TOWNSHIP, RANGE,
AT SURFACE: 78 FSL and 1133' FEL ' '
3078'FS SENE 15 138 10E
AT TOP PRODUCING INTERVAL REPORTED BELOW:
AT TOTAL DEPTH: 12, COUNTY 13, STATE
: Carbon UTAH
14. DATE SPUDDED: 15. DATE T.D. REACHED: | 16, DATE COMPLETED: 17. ELEVATIONS (DF, RKB, RT, GL).
12/15/2005 1/12/2006 5/9/2006 ssmooned [ resoyTorropuce ] | ge50" GL
18. TOTALDEPTH: ™MD 19. PLUG BACKT.D.: MD 20. IF MULTIPLE COMPLETIONS, HOW MANY? * | 21. DEPTIéBRIDGE MD
PLUG SET:
o 5.045 e 4,890 ™D
22. TYPE ELECTRIC AND OTHER MECHANICAL LOGS RUN (Submit copy of oach) 23,
WAS WELL CORED? NO YES ‘Subrmit analysi
Cased Hole Neutron b1 O« uomit analysie)
WAS DST RUN? vof/]  ves[]  (supmitrepory
CBL )
DIREGTIONAL SURVEY? no[ ] ves (Submit copy)
24. CASING AND LINER RECORD (Report all strings set in well}
STAGE CEMENTER | CEMENT TYPE & SLURRY -
HOLE 8IZE SIZE/GRADE WEIGHT (27 TOP (MD) BOTTOM (MD) A NO. OF SAGKS. | VOLUME (BeL) | CEMENT TOP™ | AMOUNT PULLED
12 1/4" 8 5/8 J-55 24 0 497 “‘G* 250 Surf-Circ
77/8" 51/2 J-55 17 0 4,887 Lite 400
, o SR 50/50 - .-250 4200-CBL
25. TUBING RECORD
SIZE DEPTH SET (MD) | PACKER SET (MD} iz DEPTH SET (MD) | PACKER SET (MD) size DEPTH SET (MD) | PACKER SET (MD)
2 3/8" 4,860
26. PRODUCING INTERVALS 27. PERFORATION RECORD
FORMATION NAME TOP (MD) BOTTOM (MD) | TOP (TVD) | BOTTOM(TVD) | INTERVAL (Top/Bot-MD) | SIZE | NO.HOLES PERFORATION STATUS
@ Ferron 4,678 4916 4,703 4.829(0.43"| 98 |open |/] saueszed [ |
[t<3) Gpen D Squeezed D
(8] Opsn I:I Squeezed D
{D} Qpen D Squeszed D
28, ACID, FRAGTURE, TREATMENT, CEMENT SQUEEZE, ETC.
DEPTH INTERVAL AMOUNT AND TYPE OF MATERIAL
4703-4829 85,000 gals 20# X-linked gel & 170,000 # 16/30 Brady sand

23, ENCLOSED ATTACHMENTS:

7] eLEcTRICAUMECHANICAL LOGS [] eecocic rerorT

D SUNDRY NOTICE FOR PLUGGING AND CEMENT VERIFICATION D CORE ANALYSIS

30. WELL STATUS:

PROD

[] ostrerort 7] oirecTIONAL SURVEY

[ orHer:

(5/2000)

{(CONTINUED ON BACK)

RECEIVED
MAY 2 0 2003
DIV, OF OlL, GAS & MiNiiv:



(NITIAL PROBUCTION INTERVAL A {As showm in item #26)
JATE FIRST PRODUCED: TEST DATE: HOURS TESTED: TEST PRODUCTION {OIL —~BBL: GAS —MCF: WATER — BBL: {PROD. METHOD:
6/22/2006 6/20/2006 3 RATES:  ~ 0 188 15 Flowing
CHOKE SIZE:  |[TBG. PRESS. C8G. PRESS.  JAPI'GRAVITY BTU-GAS GAS/CIL RATIC |24 HR PRODBUCTION JOIL —BBL: GAS —MCF: WATER —~BBL: |INTERVAL STATUS:
314" 100 380 RATES: 150 | 120 {Repdusing
: ) . INTERVAL B {As shown in item#26)— - e U S
DATE FIRST PRODUGCED: TEST DATE: HOURS TESTED: TEST PRODUCTION {OIL -BBL: GAS ~MCF: WATER—BBL: [PROD. METHOD:
. _JRATES: — _ I
CHOKE 8iZE:  |TBG. PRESS. |CSG.PRESS. |APIGRAVITY  [BTU-GAS GASIOIL RATIO |24 HR PRODUCTION |OIL — BBL: GAS - MCF: WATER —BBL: {INTERVAL STATUS:
RATES: —*

INTERVAL C (As shown in item #26}

DATE FIRST PRODUCED: TEST DATE: HOURS TESTED: TEST PRODUCTION |OIL - BBL: GAS - MCF: WATER —BBL: |PROD. METHOD:
RATES: —

CHOKE SIZE: |TBG.PRESS. |CSG.PRESS. JAPIGRAVITY [BTU-GAS GAS/OIL RATIO |24 HR PRODUCTION {OIL - BBL: GAS - MCF: WATER —BBL: |INTERVAL STATUS:
RATES: -

INTERVAL D {As shown in ifem #26)

DATE FIRST PRODUCED: TEST DATE: HOURS TESTED: TEST PRODUCTION [OiL - BBL: GAS — MCF: WATER —BBL: |PROD, METHOD:
RATES: —

CHOKE S1ZE: |TBG.PRESS. [CSG.PRESS. JAPIGRAVITY IBTU ~GAS GASION. RATIO |24 HR PRODUCTION {OIL -~ BBL: GAS — MCF: WATER —BBL: |INTERVAL STATUS:
RATES: —*

32. DISPOSITION OF GAS (Said, Used for Fuel, Vented, Etc.}

33. SUMMARY OF POROUS ZONES {Includs Aquifers)y: 34. FORMATION {Log) MARKERS:
Show all important zones of porosity and contents thereof: Cored intervals and all drill-sfem tests, inciuding depth interval
testad, cushion used, ime tool apen, flowing and shut-in pressures and recoveries,
Formation &:’g) B&tl‘g;“ Descriptions, Contents, etc. - Name o easu‘;:g De oth}
Mancos 0 4,678 | Shale
Feron 4678 | 4,916 |Sand, Coal
35, ADDITIONAL REMARKS plugging procedure)
36. | hereby certify that the faregoing and d i on is plete and as ined from all avai ds.
NAME (PLEASE PRI Endsley wme VP Operations
SIGNATURE K;M"‘l DATE f / "z/ / (4] \f
S T=F—
This report must be submitted within 30 days of
« completing or plugging a new well ® reentering a previously plugged and abandoned well
e drilling horizental laterals from an existing well bore e significantly deepening an existing well bore below the previous bottom-hole depth
e recompleting to a different producing formation o drilling hydrocarbon exploratary holes, such as care samples and stratigraphic tests

* ITEM 20: Show the number of completions if production is measured separately from two or more formations.

=ITEM 24: Cement Top —Show how reported top(s) of cement were determined (circulated (CIR), calculated (CALY, cement bond log (CBL), temperature survey (TS)).

Sendto:  Utah Division of 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

{5/2000)



State of Utah

DEPARTMENT OF NATURAL RESOURCES

MICHAEL R. STYLER :
JON M. HUNTSMAN, JR. Executive Director
Governor Division of Oil, Gas and Mining
GARY R. HERBERT JOHN R. BAZA
Lieutenant Governor Duvision Director
December 9, 2010
Certified Mail No.: 7004 1160 0003 0190 4789
DIVISION ORDER

Marion Energy, Inc. N
119 Sputh Tennessee, Suite 200 473 &9 1 %l 0 [/ ﬁL
McKinney, Texas 75069 &Drd,l l”)@ [7, ("YV} 25 ,.Z

Attn: Mr. Keri Clark
I3S IbE /5
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 $120,000 blanket 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
bonding or 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 Code
R649-10-6. 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 §40-6-11(3) & (4).

UTAH

DNR _

o N

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 & MINING



Page 2
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,
it el
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:AO&G Reviewed Docs\ChronFile\Enforcement



Well Name

—> Cordingly Cyn 15-2

Cordingly Cyn 15-1
Cordingly Cyn 15-5

Alpine School District 6-17
Alpine School District 3-17
Oman 10-29

Utah Fuel 8

Kenilworth RR 1
Kenilworth RR 2

Ballpark Cyn 1

Cordingly Cyn 11-1
Ballpark Cyn 17-2
Cordingly Cyn 10-1
Ballpark Cyn 16-2X
Kennilworth RR 1-A

Attachment A

Well API

2| 0l

43-007-36102
43-007-31065
43-007-31167
43-007-31181
43-007-31182
43-007-31210
43-007-16015
43-007-31006
43-007-31007
43-007-31015
43-007-31070
43-007-31169
43-007-31173
43-007-31207
43-007-31229

Well Depth Bond
4890 $30,000
4735 $30,000
4500 $30,000
5825 $30,000
5300 $30,000
5500 $30,000
4390 $30,000
4445 $30,000
5007 $30,000
4468 $30,000
5520 $30,000
not reported $30,000
6435 $30,000
489 $1,500
8045 $30.000
TOTAL $421,500
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UTAH DEPARTMENT OF NATURAL RESOURCES
Division of Oit, Gas & Mining

Oil and Gas Program

1594 West North Tempie, 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

KkkkkkhkhhkhkkkhhikRkkhhhkhhhhkhihhkhkhhhhhkhkhrk

To the following operator:
Name: MARION ENERGY INC.
Well(s) or Site(s): 1.) BALLPARK CYN 16-2X

2.) CORDINGLY CYN 10-1
3.) BALLPARK CYN 17-2

4.) KENILWORTH RR 1-A

5.) ALPINE SCHQOL DISTRICT 6-17

6.) OMAN 10-29

7.) BALLPARK CANYON #1

8.) CORDINGLY CYN 15-5

9.) KENILWORTH RR #1

10.) KENILWORTH RR#2

11.) CORDINGLY CYN 15-2

12.) CORDINGLY CYN 15-1

13.) CORDINGLY CYN 11-1

APl #: 43-007-31207

43-007-31173
43-007-31169
43-007-31229
43-007-31181
43-007-31210
43-007-31015

43-007-31167

43-007-31006
43-007-31007

43-007-31084 {3S

43-007-31065
43-007-31070

\E

(S

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 Wells — According to Rule R649-3-36, the operator is required
to supply the Division with reasons for extended SI/TA, the length of time for extended SI/TA and proof of well bore
integrity for every well SI/TA over 12 consecutive months. After 5 years of continued SI/TA, the wells are to be
plugged 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 - If the division finds that a well subject 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 plugging 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 plugging and site restoration costs for division review and approval.

Page 1 of 2



UTAH DEPARTMENT OF NATURAL RESOURCES
Division of Qil, Gas & Mining

Qil 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 SI/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 having 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 bring 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 bonding 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
concerning shut-in and temporarily abandoned wells.

immediate Action: For the wells subject to this notice, Marion shall fulfiil full cost bonding reguirements for
each well. Marion shall aiso submit al! information as reauired by R649-3-36 or piug and abandon or place
the wells on production.

* Fines may be levied up to $10,000.00 per 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

Da%e\f Servuce Malhng Janua 2013 Certified Mail No:_7010 1670 0001 4810 3645
Division’s Representattve Operator or Representative

(if presented in person)

cc. Compliance File
Well Files

SITLA
6/2005

Page 2 of 2
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January 18, 2013

Department of Nalural Resources

Division of Oil and Gas & Mining
1594 West North Temple, Suite 1210 4% 007 3[

Sait Lake City, Utah 84114 &DV&LI(V)%% Aﬂﬂ 18 -2
Aftention: Dustin Doucet 125 JoE 15

Re: Notice of Violation — Clear Creek and Helper Fields

Dear Dustin,

In response to your certified letter of January 3, 2013, we are providing you with information for wells that
are currently struciured as shut in or temporarily abandoned wells (SUTA) by DOGM. Each well has
individual information and is listed below.

Asyoulmow,furmelastt\uoandahalfyearsMaﬁonEnergylnc. (Marion) has been under financial
stress that has not allowed active operations in the Clear Creek and Helper fields, beyond maintaining a
field presence and taking some limited, prefiminary actions to resuming operations. In the last few
months, however, Maﬁmhasbwnabletoimpmveilsﬁnancialposiﬁontoﬂmepoﬁﬁoﬂesumhgacﬁve
opaaﬁonshﬂerarCmekﬁem,wmmmmncHﬁnmvemMexpededasMﬁddSMback
on produciion.

Marion explained these circumstances o DOGMandmeBoardofOil,GasanthingatﬂleOchober
26,2012hwﬂng,wmreMaﬁonsoughtandobtainedBoardappmval to reinstitute active operations at
ClearCreekAsdiscussedatmehearing,Mamn’sﬁmdingiswnenﬂylimihedtomemoniesneededm
put the Clear Creek field back on production, beginning with the Oman 2-20 and Oman 10-29 wells, but
onoematoccursMaﬂonexpedsitsﬁnancialposiﬁonmmnﬁnuetoinmwemmepoimtcanmeetauof
itsobligwonswithrespecttoitsSln‘AweHs,andtonmveMckintoacﬁveoperaﬂonsatmeHelperField

Consistent with discussions at the October Board hearing, we have now rehabifitated the water
dBm&lMD)systeminheawessblemﬁmafhermCreekﬁddandweamacﬁmmekﬁgm
restoring production at the two initially targeted wells, despite the extreme winter weather conditions that
set in several weeks ago.

Helper

The wells listed in the NOV for the Helper Field are all modemn wells, having been drilled in 2005 or later.
This field was in production until October 2010, though the wells are now shut in. All of the Helper welis
ﬁstedinﬂxeNOVarewnenﬂyaﬂamedtoagasandwatersystem (the Anadarko sales and SWD :
system). This system is confrolled entirely by Anadarko. Marion conducted an inspection of the Helper
Field on 1-16-13 and confirmed that there is no evidence of any gas or water leaks at any of the wells.
We undersiand that DOGM has also recently inspected the Helper Field and reached the same
conclusion. Marion plans to bring this field into operation soon, as finances allow. Please be advised
that Marion has already provided wellbore diagrams of all of the wells referenced below.

3580 Orr Road,
Allen, Texas, 75002
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E N E R 6 Y

Ballpark Canyon 16-2X

16-2 where the drilling was lost on the well while drilling surface pipe. Marion plans to dril this well to the
Ferron in the future.

Ballpark Canyon 17-2

misweﬂisthesameasmew-z)(well,andhasbeenonlydriﬂedtoSOOfeetwmlsurfaoecasingseL ftis
curently capped on the surface.

Balipark Canyon #1
ThiswellisdriuedasaFermnwellandhasbeenoompleted. lthasbeenpmducinginﬂlepastmoughit
is currently shutin. There is a pumping unit on the well. Among the Helper Field wells, this well is the one
mathasmecbsestmoxinilymomupiedsmmMmWedose!yinspectedm“dm 1-16-13 and
Cordingly Canyon 10-1

This well was drilled as a Ferron producer. Hmweverbecauseofholeissu&sinﬂ\edwpersecﬁon itwas
expecied to be completed as a Mancos well, Marion plans to complete the well, and produce the well in
the future.

Kenilworth RRIFA

WehadoriginaﬂydﬂlledﬂﬁswelltobeaSWDweﬂforHelper. However we had posilive response from
ﬂ\eBud(homConglomerateandwecomplmdﬂwemﬂinmatzone.Thewellhaspmduoedmmm
and we will plan to bring it back onlfine soon. A situation regarding the wellhead leaking at the site was
handledbyouroperaﬁonspeopleandmeweﬂsiteisnowdeanofmisspill.

Kenilworth RR#1

This well was producing untit it was shut in. There is a pumping unit on the well, Marion plans to bring
this well into production soon.

Kenilworth RR#2

This well was producing until it was shut in. There is a pumping unit on the well. Marion plans to bring
this well info production soon.

Cordingly Canyon 15-5

This well was drilled to the Mancos formation and was completed. It did produce for a short time before
being shut in. Marion plans to work on this well and to produce it soon.

3580 Oir Road,
Allen, Texas, 75002
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Cordingly Canyon 15-2

This_we!l was drilled to the Ferron formation and was completed. This well was producing until it was
shutin. There is not currently a hydraulic pumping unit on the well, Marion plans to work on the well,
replace the pumping unit and bring it back info production soon.

Cordingly Canyon 15-1

This-wellwasdrilledtotheFerronfomlaﬁonmdwascompleted.Thiswellwasproducingunﬁlitwas
shut in. ltcunentiyhasapumping unit on the well. Marionplanstobﬁngﬂlisweﬂintoproducﬁonsoon.

Cordingly Canyon 11-1

ThiswellwasdrilledtomeFennnhnnat_ionandwascompleted. This well was producing until it was
shutm.Thereisnotwnenﬂyahydraulicpwnphg unit on the well. Marion plans to work on the well,
replace the pumping unit and bring it into production soon.

Clear Creek

TheNOVliststvvoweusmmeClearCreekField,meASDG-ﬂandmeOnm 10-29. Both of these are
modemweﬂsdrﬂeda&erZOOﬁ.TheClearCreeaneidcameaﬁpmducﬁonmJulyzm1 due to financial
issuesandampturemmewaterdlspo@lline.Wehaveinspectedboﬁnofhaeweﬂsinﬂrelastfew
weeks and neither has any leaks or other problems.

Foliowing the Board hearing in late October, Marion has re-commenced operations in the Clear Creek
Field.lthasdoneanM!TonﬂlecmrentSWDwell(meASDS-ﬂ).lthasreplaoedseveralAirVacson
ﬁlewaterﬁneinmeﬁeld,andmtedmewholesystem.Ithasoommencedopefaﬁonsinmeﬁeldonl\m
wells, the Oman 2-20 and the Oman 10-29. Given its financial situation improving, Marion plans to
expand operations to additional Clear Creek wells in the near future. Please be advised that Marion has
prwidedwe!lbotediagramsonmaewellsinmepast '

ASD 617

This well was drilled as a Ferron well and was completed. Marion submilted applications to convert this
weﬂemdmeASD:i-Wwel!intoWDwells.toensurematatleastoneWDwellwaspennmd. After the
ASD 3-17 was approved, itwasdetenninedﬁlatitwouldsufﬁceandanomerWDwellwasnotneededat
that time. The well currently has a rotaflex pumping unit on it. Marion plans to commence operations on
this well and bring it on fo production soon.

Oman 10-29

This well was drilled to the Ferron but was not completed. Since resuming operations in the Clear Creek
Tiekd in November, Marion has sent in a completion form for the well, and has done a flow test on the
weill. Recent operations in the last month have seen a production pump placed on the well. As weather
improves in the area Marion will produce the well.

3580 Oir Road,
Allen, Texas, 75002
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Bonding

Marion does not currently have the financial wherewithal to undertake fulf cost bonding of all of the wells
listed in the NOV, and will not be in a condition to do so until its financial situation further improves. We
note, however, that Marion currently is bonded with DOGM for $451,500 ($421,500 surety bond and
$30,000 cash bond), and DOGM holds an additional $184,000 of cash for reclamation of Marion wells,
meaning there is over $630,000 in place with DOGM for reclamation, When added o Marion’s federal
and SITLA bonds, there is just under $1,000,000 currently available for Marion reclarnation.

Based on the above information, Marion respectiully requests that DOGM extend the SI/TA status on
these wells, and withhold further enforcement action while Marion brings the Clear Creek Field back on
production andommnuestoimprovei!sﬁnancialmndiﬁontomepoint it can put move back into the
Helper field and put those wells back into production as well, thereby removing the welis from SYTA
status.

We would be happy to meet with you to further discuss this matter. in the meantime, feel free to contact
us should you need anything further.

Yours Sincerely,

L&D

Keri Clarke

3580 O Road,
Allen, Texas, 75002




Certified Mail #7010 1670 0001 4810 3898

State of Utah
DEPARTMENT OF NATURAL RESOURCES
MICHAEL R. STYLER
JON M. HUNTSMAN, JR. Executive Director
Governor Division of Qil, Gas and Mining
GARY R. HERBERT JOHN R. BAZA
Lieutenant Governor Duvision Director
\ DIVISION ORDER
February 22, 2013
Marion Energy
Attn: Keri Clarke
3580 Orr Road
Allen, TX 75002 \2< WE IS

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. Code

R649-3-36.

1)
2)
3)
4)
5)
6)
7
8)
9)

BALLPARK CYN 16-2X
CORDINGLY CYN 10-1
BALLPARK CYN 17-2
KENILWORTHRR 1-A

ALPINE SCHOOL DISTRICT 6-17
OMAN 10-29

BALLPARK CYN #1
CORDINGLY CYN 15-5
KENILWORTH RR #1

10) KENILWORTH RR #2

11) CORDINGLY CYN 15-2
12) CORDINGLY CYN 15-1
13) CORDINGLY CYN 11-1

The Division requires the following actions to be com;

listed below:

1) Provide the following monthly readings for each well listed above on the first of every month

beginning on April 1, 2013.
a. Surface Pressure
b. Casing Pressure
c. Fluid Levels

API # 43-007-31207
API # 43-007-31173
API # 43-007-31169
API # 43-007-31229
API # 43-007-31181
API # 43-007-31210
API # 43-007-31015
AP # 43-007-31167
API # 43-007-31006
API # 43-007-31007
API # 43-007-31064
API # 43-007-31065
API # 43-007-31070

1594 West North Temple, Suite 1210, PO Box 145801, Salt Lake City, UT 84114-5801
telephone (801) 538-5340 o facsimile (801) 359-3940 « TTY (801) 538-7458 « www.ogm. utah.gov

pleted by Marion Energy by the prescribed dates

OFt. GAS & MINING



Page 2
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
¢. 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 1, 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 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 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. Ré641,
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 $10,000 per day for each day of violation
(Utah Code Ann. § 40-6-11).

Questions regarding this order may be directed to Clinton Dworshak, Compliance Manager at (801)-
538-5280 or Dustin Doucet, Engineer, at (801) 538-5281.

Sincerely,
CZ/{"“ / (%MLZ
Clinton Dworshak
Compliance Manager
CLD/js
Exhibit

cc:  John Rogers, Associate Director
Cameron Johnson, Assistant Attorney General
Dustin Doucet, Engineer
Compliance File
Well Files

NNO&G Reviewed Docs\ChronFile\Compliance



UTAH DEPARTMENT OF NATURAL RESOURCES
Division of Oif, Gas & Mining

Oil and Gas Program

1594 West North Temple, Suite 1210, Box 145601
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: MARION ENERGY INC.
Well(s) or Site(s): 1.) BALLPARK CYN 16-2X APl #: 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 43007-31181"
6.) OMAN 10-29 43-007-31210

7.) BALLPARK CANYON #1 43-007-31015
8.) CORDINGLY CYN 15-5 43-007-31167
9.) KENHLWORTH RR #1 43-007-31008
10.) KENILWORTH RRE#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: Atin: 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 R648-3-36, Shut-in and Temporarnily Abandoned Weils — According to Rule R649-3-36. the operator is required
to supply the Division with reasons for extended SUTA, the lenath of time for extended SUTA and proof of well bore
inteqrity for every well SITA over 12 congecutive months. After 5 vears of continued SUTA, the wells are fo be
pluaged unless good cause is suppiied to the Division for extended SUTA in addition tg the requited nformation just
mentioned.

Rule R649-3-4.3, Bonding - if the division finds that 3 weil subject to this bonding ryle s in violation of Rule R649-3-
36., Shut-in and Temporarily Abandoned Wells_the division shall tequire a bond amourt for the appiicable well in the

amount of actual plugging and site restoration costs.

Rule R649-3-4.4.1. Bonding - Within 30 days of notification by the division, the operatar shall submit o the division an
estimate of plugging and site restoration costs far division review atd approval,

Page 10of2



UTAH DEPARTMENT OF NATURAL RESOURCES
Division of Oif, Gas & Mining

Oif and Gas Program

1594 West North Temple, Suits 1277, Box 145801
Sa’t Lake City, Utah 84114.9801

{801} §38-534Q Phore

{801} 355-3840 Fax

fated sevenai contacts with Madon Energy inc. (Marion] requesting requited documeints and
R -36. Wells 1 - § have previously been issued SUTA Notice 5 and Notices of Viclation without
anything being accomglished to move these wells cul of volation. Wells 7 and 3 have also been issued s SIITA

3

rrg b

TR

Sl % B T SN JIG )
e - T3 ans alsn

1250

added fo Maréé:; s SITA viciation list. All wells Ssted above ars cumently under a Division Order for individual we{f
bonding.

g shut-in and ier Qéran"!y abaﬁd.oned Weils

Immediate Action: For the wells subject to this notice, Marion shall fuifill full cost bonding requirements for
each well. Marion shall also submit all information as required by R649.3-36 or plug and abandon or place
the wells on production.

«  Fines may be jevied yp to $10.000.00 per day for overy well in viclation given e awthonty
provided under U.C.A. 40-6-11, part 4.

This notice shail 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. Falluretp comply with this notice will resuit in the
Division pursuing further actions against said operator. Further actions may fnclude initiation of agency actions to
order full cost bonding and plugging and abandonment of weils and reguests for bond forfeiturs and civil penalties.

Compliance Deadfine: February 8, 2013

Craive o Servize Malling' }ff"; ek Certified Mail No: 7010 1870 0001 4810 3645
N ™\ (’ﬁ
oG
A R ;\J ’\ L O
Division's Representative Operator or Rapresentative

{if presented in person)

co: Compliance File
Well Files
SITLA
8/2005

Page 2 of 2



 marion

February 5, 2013

Department of Natural Resources

Division of Oit Gas and Mini :
1594 West Nor’t!ii Te:nple.'rg?j?te 1210 4 3‘ DD’) %”l O Lﬂﬁ
('/0 le!ﬂ 1 &Vj N L5- 7

Price, Utah 84114

Attention: Dustin Doucet l ’5 S ZD E lS

Petroleum Engineer

Re:  Noiification of Violation January 3. 2013
Operation Plan

Dear Dustin,

Following up on our earfier (Jar. 18, 2013} letter o the Diwvision, and subsequent discussions betwesn
Marion, Michael Malmquist of Parsons Behle. and Cameron Johnson. attorney for the Division of Gif
Gas and Mining, Marion has been asked to put together a plan of operation for the wells mentioned on
the referenced violation. As the Division is aware Marion is cumently improving its financial situation. This
will allow Marion to operate the fields in Utah fully, as it has done so in the past From this situafion
Marion will pian to do the following:

Helper

Currently all the wells in Helpar are connacted o the Anadarko gas and water disposal system. Each of
the wells on the Kenilworth and Cordingly sides of the field are connected by a closed gas and water
pipeline system to the Anadarko connection point, through a Marion right of way. This system is currently
shut down. Marion will have to contact Anadarks io set the system operationai again. Marion currentiy
has a gas purchase and water disposal agreement i place with Anadarko. Prior to resuming operations
Marion will need to inspect each well to determine whether equipment is missing (due to scavenging} or
otherwise in need of replacement or rehabilitation before the wells can be turmned back on.

Bailparik Canyon 18-2X

This well is currently drilied to 500° with surface casing set in the shallow hoie. This well will need a fig
set to afiow Marion to set cement in the hole, reduce the surface casing. cap the well and abandon the
well. This well wilt be abandaned by the date of the June Board hearing being June 26, 2013.

Balipark Canyon 17-2

This well is currently drilled to 500" with surface casing set in the shallow hole. This well wii need 2 g

set {o allow Marion to sst cement in the hole, reduce the surface casing. cap the well and abandon the
well. This well will be abandoned by the date of the June Board hearing being June 28, 2013.

3580 O Ropad.,
Allen, Texas, 75002



d marion

Cordingly Canyon 10-1

This well has not been completed in the Mancos section of the well. Because of downhole well problems
Marion plans to set a rig, plug the well with cement and abandon the well. This well will be abandoned by
the date August 8, 2013.

Kenilworth Railroad #1A

This well was last produced in February 2009. It is a Buckhom Conglomerate well and is capable of
production. This well currently has a pumping unit on the well. We will attempt fo bring the welf on
production prior to the end of 2013. if the well is not producing an MIT will be done.

Balipark Canyon #1

This well was last produced in July 2010. it is a Ferron well and currently has a pumping unit on the well.
We will attempt to bring the well on production prior to the end of 2013. If the well is not producing an
MIT will be done.

Kenilworth Railroad #1

This well was last produced in September 2010. it is a Ferron well and currently has a pumping unit on
the well. We will attempt to bring the well on production prior to the end of 2013. If the well is not
producing an MIT will be done.

Kenitworth Railroad #2

This well was last produced in September 2010. It is a Ferron well and currently has a pumping unit on
the well. We will attempt to bring the well on production prior to the end of 2013. If the well is not
producing an MIT will be done.

Cordingly Canyon 15-5

This well was last produced in April 2010. it is a Mancos well, though it does not cumrently have a
pumping unit on the well. Marion will replace the equipment needed and will attempt to bring the well on
production prior to the end of 2013. If the well is not producing an MIT will be done.

Cordingly Canyon 15-1

This well was last produced in September 2010. This is a Ferron well and currenfly has a pumping unit
on the well. We will attempt to bring the well on production prior to the end of 2013. If the well is not
producing an MIT will be done.

Cordingly Canyon 15-2

This well was last produced in September 2010. This is a Ferron well, though it does not have a

hydraufic pumping unit on the well. Marion will replace the equipment needed, and will attempt to bring
the well on production prior fo the end of 2013. If the well is not producing an MIT will be done.

3580 Orr Road,
Allen, Texas, 75002
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Cordingly Canyon 11-1

This well was last produced in September 2010. This is a Ferron well, though it does not have a
hydraulic pumping unit on the well. Marion will replace the equipment needed, and wilt attempt to bring
the well on production prior to the end of 2013. if the well is not producing an MIT will be done.

Clear Creek
Oman 10-29.

This well was drilled to the Ferron formation but was not completed. Recent operations in the last month
have seen a production pump placed on the well. As weather improves in the area Marion will attempt to
produce the well.

Alpine School District 6-17

This well was drilied as a Ferron well and was completed. Marion submitted applications to convert this
well and the ASD 3-17 well into water disposal wells. After the ASD 3017 was approved, it was
determined that one well was needed, and another WD well was not needed at that time. The well
currently has a rotaflex pumping unit on it. Marion plans to attempt production from the well by the end of
2013. If the well is not producing an MIT will be done.

Marion is proposing this plan fo address the January 3, 2013 Notice of Violation. Given the constraints of
Marion’s financial situation, we believe the plan contains reasonable time frames for conducting work
either to abandon or put back on production the welis listed in the NOV. We look forward to hearing
from you regarding this matter.

Yours Sincerely

RN

Keri Clarke

3580 O Road,
Alien, Texas, 75002
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February 13, 2013

Department of Natural Resources

Division of Oil Gas and Mining

1584 West North Temple, Suite 1210

Salt Lake City, Utah 84114

Attention: Cameron Johnson, Assistant Attomey General

Re:  Notfication of Violation January 3, 2013
Operation Plan

Dear Cameron,
This responds to the email you sent to Mike Malmquist on behalf of the Division on February 8, 2013.

Anadarko Gas Purchase and Water Disposal Agreements

Marion has in place a Gas Purchase Agreement with Anadarko to purchase all gas produced in the field.
Anadarko has historically purchased gas from the field and will continue to do so in the future. Martion
also has a Water Disposal System Agreement with Anadarko for all water produced in the Helper field.
Currently, Marion owes Anadarko of $47,500 for water disposal fees from historical production. As its
financial situation improves Marion will settie the account. Beyond settfing its account, Marion does not
anticipate any commercial issues with Anadarko that could interfere with gas sales or water disposal.

Water Disposal and Gas Gathering System

Once Marion completed its initial drilling program in the Helper Field and established that the wells were
productive, two separate HDPE trunk fines were laid, one for gas and one for water. Each of the wells
was tied in to the trunk lines utilizing HDPE pipe. The tie lines and trunk lines are owned by Marion. The
trurk lines terminate at a facility built and operated by Anadarko near Kenilworth. A free water knock-out
was set to drop out any water in suspension with the gas before delivery into Anadarko. The systemis a
closed system. Natural gas production at the Helper field was suspended when Marion ran into financial
issties. This decision to suspend production was made by Marion due to the cash and human resource
issues, not by Anadarko locking the company out of the system. Each well was isolated from the gas
and water lines by shutting the respective valves at each wellhead. Additionally, at the time the field was
shut-in

Anadarko was made aware of the Marion situation. Subsequently, Anadarko field personnel secured the
aforementioned equipment. The Helper pipeline system was fully operational and problem free when it
was shut down. We would not anticipate any problems with the pipe itseff, but here maybe some
wellhead valves that will need to be examined before recommencing field operations.

Financial Situation

Marion does not believe that these negotiations are in vain due to its financial condition. Marion has
reason i believe that its financial situation will improve within a time frame that accommodates the
compliance schedule addressed in this and prior letters. More specifically, Marion expects o have

3580 Orr Road,
Allen, Texas, 75002
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access to additional funding during the first half of March 2013 that will allow it to begin the work in the
Helper field, with another infusion in May 2013.

Produce or MIT Wells

Marion does not believe that it can produce the wells by April 1, 2013. Marion accepts the Division’s
proposal to divide the wells into Pods with associated MIT completion dates, but proposes that an
additional month be added to the proposed MIT completion date for each pod, as well as the full cost
bonding and backup date. This timing is more consistent with Marion’s expectation of when if will have
the available financial resources.

Pod 1: Ballpark Canyon #1, Kenilworth Railroad #1A, #1, #2: The MIT date for this pod of wells
would be June 1, 2013. The work would begin on the Kenitworth Railroad #1A. The backup date for full
cost bonding and showing of well integrity would be July 1, 2013.

Pod 2: Cordingly Canyon 15-5, 15-2, 15-1, 11-1: The MIT date for this pod of weils wouid be
August 1, 2013. The backup date for full cost bonding and showing of well integrity would be September
1,2013.

Pressure and Fluid Level Information

With regard to DOGM's request for information on pressures and fluid levels in the Helper wells, we
would like to make the following comments. First, any field data that was acquired while the field was
operational will only show what the operating pressure of the system was. Typically, Anadarko was able
to keep enough compression operating field-wide to maintain 25-30 psi on our gas system. Second, the
water system in essence gravity fed into the Anadarko system, and as such, there was negligible
pressure on this line at all times. Third, since the mechanical integrity of the casing is the concem, the
tubing pressure would not provide meaningful information

We are not sure if the sentence is supposed to read "production pressures” and if so what that would
mean exaclly. As stated before, the field pressure was 25-30 psi when the field was in operation. Since
the field is currently shut in there is no production or "production pressure.” All previous production has
been reported. Conceming the last part of the sentence dealing with surface pressures, fluid levels efc.,
we see no definitive correlation between those items and casing integrity. Gathering such information
now, and particularly given Marion’s need to be as efficient as possible with money and personnel,
would not appear to be a productive expenditure of resources. Marion proposes that this request be
withdrawn, and that we be allowed to focus on putting ourselves in a position fo undertake MITs, which
are the true measure of well integrity, on the schedule proposed above. We would expect that when
Marion enters the Helper field to begin the MIT process the fluid levels and surface wellhead pressure
data will be gathered for reservoir engineering reasons, and we would be happy to provide that
information to the Division as it is obtained.

Marion hopes this letter addresses the comments and requirements outlined by the Oil and Gas Division
in your email from February 8, 2013.

We look forward to hearing from you.

Yours Sincerely ‘ /

./‘g"

Keri Clarke

3580 O Road,
Allen, Texas, 75002
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January 18, 2013

Department of Nalural Resources

Division of Oil and Gas & Mining
1594 West North Temple, Suite 1210 4% 007 3[

Sait Lake City, Utah 84114 &DV&LI(V)%% Aﬂﬂ 18 -2
Aftention: Dustin Doucet 125 JoE 15

Re: Notice of Violation — Clear Creek and Helper Fields

Dear Dustin,

In response to your certified letter of January 3, 2013, we are providing you with information for wells that
are currently struciured as shut in or temporarily abandoned wells (SUTA) by DOGM. Each well has
individual information and is listed below.

Asyoulmow,furmelastt\uoandahalfyearsMaﬁonEnergylnc. (Marion) has been under financial
stress that has not allowed active operations in the Clear Creek and Helper fields, beyond maintaining a
field presence and taking some limited, prefiminary actions to resuming operations. In the last few
months, however, Maﬁmhasbwnabletoimpmveilsﬁnancialposiﬁontoﬂmepoﬁﬁoﬂesumhgacﬁve
opaaﬁonshﬂerarCmekﬁem,wmmmmncHﬁnmvemMexpededasMﬁddSMback
on produciion.

Marion explained these circumstances o DOGMandmeBoardofOil,GasanthingatﬂleOchober
26,2012hwﬂng,wmreMaﬁonsoughtandobtainedBoardappmval to reinstitute active operations at
ClearCreekAsdiscussedatmehearing,Mamn’sﬁmdingiswnenﬂylimihedtomemoniesneededm
put the Clear Creek field back on production, beginning with the Oman 2-20 and Oman 10-29 wells, but
onoematoccursMaﬂonexpedsitsﬁnancialposiﬁonmmnﬁnuetoinmwemmepoimtcanmeetauof
itsobligwonswithrespecttoitsSln‘AweHs,andtonmveMckintoacﬁveoperaﬂonsatmeHelperField

Consistent with discussions at the October Board hearing, we have now rehabifitated the water
dBm&lMD)systeminheawessblemﬁmafhermCreekﬁddandweamacﬁmmekﬁgm
restoring production at the two initially targeted wells, despite the extreme winter weather conditions that
set in several weeks ago.

Helper

The wells listed in the NOV for the Helper Field are all modemn wells, having been drilled in 2005 or later.
This field was in production until October 2010, though the wells are now shut in. All of the Helper welis
ﬁstedinﬂxeNOVarewnenﬂyaﬂamedtoagasandwatersystem (the Anadarko sales and SWD :
system). This system is confrolled entirely by Anadarko. Marion conducted an inspection of the Helper
Field on 1-16-13 and confirmed that there is no evidence of any gas or water leaks at any of the wells.
We undersiand that DOGM has also recently inspected the Helper Field and reached the same
conclusion. Marion plans to bring this field into operation soon, as finances allow. Please be advised
that Marion has already provided wellbore diagrams of all of the wells referenced below.

3580 Orr Road,
Allen, Texas, 75002
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Ballpark Canyon 16-2X

16-2 where the drilling was lost on the well while drilling surface pipe. Marion plans to dril this well to the
Ferron in the future.

Ballpark Canyon 17-2

misweﬂisthesameasmew-z)(well,andhasbeenonlydriﬂedtoSOOfeetwmlsurfaoecasingseL ftis
curently capped on the surface.

Balipark Canyon #1
ThiswellisdriuedasaFermnwellandhasbeenoompleted. lthasbeenpmducinginﬂlepastmoughit
is currently shutin. There is a pumping unit on the well. Among the Helper Field wells, this well is the one
mathasmecbsestmoxinilymomupiedsmmMmWedose!yinspectedm“dm 1-16-13 and
Cordingly Canyon 10-1

This well was drilled as a Ferron producer. Hmweverbecauseofholeissu&sinﬂ\edwpersecﬁon itwas
expecied to be completed as a Mancos well, Marion plans to complete the well, and produce the well in
the future.

Kenilworth RRIFA

WehadoriginaﬂydﬂlledﬂﬁswelltobeaSWDweﬂforHelper. However we had posilive response from
ﬂ\eBud(homConglomerateandwecomplmdﬂwemﬂinmatzone.Thewellhaspmduoedmmm
and we will plan to bring it back onlfine soon. A situation regarding the wellhead leaking at the site was
handledbyouroperaﬁonspeopleandmeweﬂsiteisnowdeanofmisspill.

Kenilworth RR#1

This well was producing untit it was shut in. There is a pumping unit on the well, Marion plans to bring
this well into production soon.

Kenilworth RR#2

This well was producing until it was shut in. There is a pumping unit on the well. Marion plans to bring
this well info production soon.

Cordingly Canyon 15-5

This well was drilled to the Mancos formation and was completed. It did produce for a short time before
being shut in. Marion plans to work on this well and to produce it soon.

3580 Oir Road,
Allen, Texas, 75002
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Cordingly Canyon 15-2

This_we!l was drilled to the Ferron formation and was completed. This well was producing until it was
shutin. There is not currently a hydraulic pumping unit on the well, Marion plans to work on the well,
replace the pumping unit and bring it back info production soon.

Cordingly Canyon 15-1

This-wellwasdrilledtotheFerronfomlaﬁonmdwascompleted.Thiswellwasproducingunﬁlitwas
shut in. ltcunentiyhasapumping unit on the well. Marionplanstobﬁngﬂlisweﬂintoproducﬁonsoon.

Cordingly Canyon 11-1

ThiswellwasdrilledtomeFennnhnnat_ionandwascompleted. This well was producing until it was
shutm.Thereisnotwnenﬂyahydraulicpwnphg unit on the well. Marion plans to work on the well,
replace the pumping unit and bring it into production soon.

Clear Creek

TheNOVliststvvoweusmmeClearCreekField,meASDG-ﬂandmeOnm 10-29. Both of these are
modemweﬂsdrﬂeda&erZOOﬁ.TheClearCreeaneidcameaﬁpmducﬁonmJulyzm1 due to financial
issuesandampturemmewaterdlspo@lline.Wehaveinspectedboﬁnofhaeweﬂsinﬂrelastfew
weeks and neither has any leaks or other problems.

Foliowing the Board hearing in late October, Marion has re-commenced operations in the Clear Creek
Field.lthasdoneanM!TonﬂlecmrentSWDwell(meASDS-ﬂ).lthasreplaoedseveralAirVacson
ﬁlewaterﬁneinmeﬁeld,andmtedmewholesystem.Ithasoommencedopefaﬁonsinmeﬁeldonl\m
wells, the Oman 2-20 and the Oman 10-29. Given its financial situation improving, Marion plans to
expand operations to additional Clear Creek wells in the near future. Please be advised that Marion has
prwidedwe!lbotediagramsonmaewellsinmepast '

ASD 617

This well was drilled as a Ferron well and was completed. Marion submilted applications to convert this
weﬂemdmeASD:i-Wwel!intoWDwells.toensurematatleastoneWDwellwaspennmd. After the
ASD 3-17 was approved, itwasdetenninedﬁlatitwouldsufﬁceandanomerWDwellwasnotneededat
that time. The well currently has a rotaflex pumping unit on it. Marion plans to commence operations on
this well and bring it on fo production soon.

Oman 10-29

This well was drilled to the Ferron but was not completed. Since resuming operations in the Clear Creek
Tiekd in November, Marion has sent in a completion form for the well, and has done a flow test on the
weill. Recent operations in the last month have seen a production pump placed on the well. As weather
improves in the area Marion will produce the well.

3580 Oir Road,
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Bonding

Marion does not currently have the financial wherewithal to undertake fulf cost bonding of all of the wells
listed in the NOV, and will not be in a condition to do so until its financial situation further improves. We
note, however, that Marion currently is bonded with DOGM for $451,500 ($421,500 surety bond and
$30,000 cash bond), and DOGM holds an additional $184,000 of cash for reclamation of Marion wells,
meaning there is over $630,000 in place with DOGM for reclamation, When added o Marion’s federal
and SITLA bonds, there is just under $1,000,000 currently available for Marion reclarnation.

Based on the above information, Marion respectiully requests that DOGM extend the SI/TA status on
these wells, and withhold further enforcement action while Marion brings the Clear Creek Field back on
production andommnuestoimprovei!sﬁnancialmndiﬁontomepoint it can put move back into the
Helper field and put those wells back into production as well, thereby removing the welis from SYTA
status.

We would be happy to meet with you to further discuss this matter. in the meantime, feel free to contact
us should you need anything further.

Yours Sincerely,

L&D

Keri Clarke

3580 O Road,
Allen, Texas, 75002




Certified Mail #7010 1670 0001 4810 3898

State of Utah
DEPARTMENT OF NATURAL RESOURCES
MICHAEL R. STYLER
JON M. HUNTSMAN, JR. Executive Director
Governor Division of Qil, Gas and Mining
GARY R. HERBERT JOHN R. BAZA
Lieutenant Governor Duvision Director
\ DIVISION ORDER
February 22, 2013
Marion Energy
Attn: Keri Clarke
3580 Orr Road
Allen, TX 75002 \2< WE IS

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. Code

R649-3-36.

1)
2)
3)
4)
5)
6)
7
8)
9)

BALLPARK CYN 16-2X
CORDINGLY CYN 10-1
BALLPARK CYN 17-2
KENILWORTHRR 1-A

ALPINE SCHOOL DISTRICT 6-17
OMAN 10-29

BALLPARK CYN #1
CORDINGLY CYN 15-5
KENILWORTH RR #1

10) KENILWORTH RR #2

11) CORDINGLY CYN 15-2
12) CORDINGLY CYN 15-1
13) CORDINGLY CYN 11-1

The Division requires the following actions to be com;

listed below:

1) Provide the following monthly readings for each well listed above on the first of every month

beginning on April 1, 2013.
a. Surface Pressure
b. Casing Pressure
c. Fluid Levels

API # 43-007-31207
API # 43-007-31173
API # 43-007-31169
API # 43-007-31229
API # 43-007-31181
API # 43-007-31210
API # 43-007-31015
AP # 43-007-31167
API # 43-007-31006
API # 43-007-31007
API # 43-007-31064
API # 43-007-31065
API # 43-007-31070

1594 West North Temple, Suite 1210, PO Box 145801, Salt Lake City, UT 84114-5801
telephone (801) 538-5340 o facsimile (801) 359-3940 « TTY (801) 538-7458 « www.ogm. utah.gov

pleted by Marion Energy by the prescribed dates
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Page 2
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
¢. 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 1, 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 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 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. Ré641,
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 $10,000 per day for each day of violation
(Utah Code Ann. § 40-6-11).

Questions regarding this order may be directed to Clinton Dworshak, Compliance Manager at (801)-
538-5280 or Dustin Doucet, Engineer, at (801) 538-5281.

Sincerely,
CZ/{"“ / (%MLZ
Clinton Dworshak
Compliance Manager
CLD/js
Exhibit

cc:  John Rogers, Associate Director
Cameron Johnson, Assistant Attorney General
Dustin Doucet, Engineer
Compliance File
Well Files

NNO&G Reviewed Docs\ChronFile\Compliance



UTAH DEPARTMENT OF NATURAL RESOURCES
Division of Oif, Gas & Mining

Oil and Gas Program

1594 West North Temple, Suite 1210, Box 145601
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: MARION ENERGY INC.
Well(s) or Site(s): 1.) BALLPARK CYN 16-2X APl #: 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 43007-31181"
6.) OMAN 10-29 43-007-31210

7.) BALLPARK CANYON #1 43-007-31015
8.) CORDINGLY CYN 15-5 43-007-31167
9.) KENHLWORTH RR #1 43-007-31008
10.) KENILWORTH RRE#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: Atin: 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 R648-3-36, Shut-in and Temporarnily Abandoned Weils — According to Rule R649-3-36. the operator is required
to supply the Division with reasons for extended SUTA, the lenath of time for extended SUTA and proof of well bore
inteqrity for every well SITA over 12 congecutive months. After 5 vears of continued SUTA, the wells are fo be
pluaged unless good cause is suppiied to the Division for extended SUTA in addition tg the requited nformation just
mentioned.

Rule R649-3-4.3, Bonding - if the division finds that 3 weil subject to this bonding ryle s in violation of Rule R649-3-
36., Shut-in and Temporarily Abandoned Wells_the division shall tequire a bond amourt for the appiicable well in the

amount of actual plugging and site restoration costs.

Rule R649-3-4.4.1. Bonding - Within 30 days of notification by the division, the operatar shall submit o the division an
estimate of plugging and site restoration costs far division review atd approval,

Page 10of2



UTAH DEPARTMENT OF NATURAL RESOURCES
Division of Oif, Gas & Mining

Oif and Gas Program

1594 West North Temple, Suits 1277, Box 145801
Sa’t Lake City, Utah 84114.9801

{801} §38-534Q Phore

{801} 355-3840 Fax

fated sevenai contacts with Madon Energy inc. (Marion] requesting requited documeints and
R -36. Wells 1 - § have previously been issued SUTA Notice 5 and Notices of Viclation without
anything being accomglished to move these wells cul of volation. Wells 7 and 3 have also been issued s SIITA

3

rrg b

TR

Sl % B T SN JIG )
e - T3 ans alsn

1250

added fo Maréé:; s SITA viciation list. All wells Ssted above ars cumently under a Division Order for individual we{f
bonding.

g shut-in and ier Qéran"!y abaﬁd.oned Weils

Immediate Action: For the wells subject to this notice, Marion shall fuifill full cost bonding requirements for
each well. Marion shall also submit all information as required by R649.3-36 or plug and abandon or place
the wells on production.

«  Fines may be jevied yp to $10.000.00 per day for overy well in viclation given e awthonty
provided under U.C.A. 40-6-11, part 4.

This notice shail 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. Falluretp comply with this notice will resuit in the
Division pursuing further actions against said operator. Further actions may fnclude initiation of agency actions to
order full cost bonding and plugging and abandonment of weils and reguests for bond forfeiturs and civil penalties.

Compliance Deadfine: February 8, 2013

Craive o Servize Malling' }ff"; ek Certified Mail No: 7010 1870 0001 4810 3645
N ™\ (’ﬁ
oG
A R ;\J ’\ L O
Division's Representative Operator or Rapresentative

{if presented in person)

co: Compliance File
Well Files
SITLA
8/2005
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February 5, 2013

Department of Natural Resources

Division of Oit Gas and Mini :
1594 West Nor’t!ii Te:nple.'rg?j?te 1210 4 3‘ DD’) %”l O Lﬂﬁ
('/0 le!ﬂ 1 &Vj N L5- 7

Price, Utah 84114

Attention: Dustin Doucet l ’5 S ZD E lS

Petroleum Engineer

Re:  Noiification of Violation January 3. 2013
Operation Plan

Dear Dustin,

Following up on our earfier (Jar. 18, 2013} letter o the Diwvision, and subsequent discussions betwesn
Marion, Michael Malmquist of Parsons Behle. and Cameron Johnson. attorney for the Division of Gif
Gas and Mining, Marion has been asked to put together a plan of operation for the wells mentioned on
the referenced violation. As the Division is aware Marion is cumently improving its financial situation. This
will allow Marion to operate the fields in Utah fully, as it has done so in the past From this situafion
Marion will pian to do the following:

Helper

Currently all the wells in Helpar are connacted o the Anadarko gas and water disposal system. Each of
the wells on the Kenilworth and Cordingly sides of the field are connected by a closed gas and water
pipeline system to the Anadarko connection point, through a Marion right of way. This system is currently
shut down. Marion will have to contact Anadarks io set the system operationai again. Marion currentiy
has a gas purchase and water disposal agreement i place with Anadarko. Prior to resuming operations
Marion will need to inspect each well to determine whether equipment is missing (due to scavenging} or
otherwise in need of replacement or rehabilitation before the wells can be turmned back on.

Bailparik Canyon 18-2X

This well is currently drilied to 500° with surface casing set in the shallow hoie. This well will need a fig
set to afiow Marion to set cement in the hole, reduce the surface casing. cap the well and abandon the
well. This well wilt be abandaned by the date of the June Board hearing being June 26, 2013.

Balipark Canyon 17-2

This well is currently drilled to 500" with surface casing set in the shallow hole. This well wii need 2 g

set {o allow Marion to sst cement in the hole, reduce the surface casing. cap the well and abandon the
well. This well will be abandoned by the date of the June Board hearing being June 28, 2013.

3580 O Ropad.,
Allen, Texas, 75002
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Cordingly Canyon 10-1

This well has not been completed in the Mancos section of the well. Because of downhole well problems
Marion plans to set a rig, plug the well with cement and abandon the well. This well will be abandoned by
the date August 8, 2013.

Kenilworth Railroad #1A

This well was last produced in February 2009. It is a Buckhom Conglomerate well and is capable of
production. This well currently has a pumping unit on the well. We will attempt fo bring the welf on
production prior to the end of 2013. if the well is not producing an MIT will be done.

Balipark Canyon #1

This well was last produced in July 2010. it is a Ferron well and currently has a pumping unit on the well.
We will attempt to bring the well on production prior to the end of 2013. If the well is not producing an
MIT will be done.

Kenilworth Railroad #1

This well was last produced in September 2010. it is a Ferron well and currently has a pumping unit on
the well. We will attempt to bring the well on production prior to the end of 2013. If the well is not
producing an MIT will be done.

Kenitworth Railroad #2

This well was last produced in September 2010. It is a Ferron well and currently has a pumping unit on
the well. We will attempt to bring the well on production prior to the end of 2013. If the well is not
producing an MIT will be done.

Cordingly Canyon 15-5

This well was last produced in April 2010. it is a Mancos well, though it does not cumrently have a
pumping unit on the well. Marion will replace the equipment needed and will attempt to bring the well on
production prior to the end of 2013. If the well is not producing an MIT will be done.

Cordingly Canyon 15-1

This well was last produced in September 2010. This is a Ferron well and currenfly has a pumping unit
on the well. We will attempt to bring the well on production prior to the end of 2013. If the well is not
producing an MIT will be done.

Cordingly Canyon 15-2

This well was last produced in September 2010. This is a Ferron well, though it does not have a

hydraufic pumping unit on the well. Marion will replace the equipment needed, and will attempt to bring
the well on production prior fo the end of 2013. If the well is not producing an MIT will be done.

3580 Orr Road,
Allen, Texas, 75002




 marion

Cordingly Canyon 11-1

This well was last produced in September 2010. This is a Ferron well, though it does not have a
hydraulic pumping unit on the well. Marion will replace the equipment needed, and wilt attempt to bring
the well on production prior to the end of 2013. if the well is not producing an MIT will be done.

Clear Creek
Oman 10-29.

This well was drilled to the Ferron formation but was not completed. Recent operations in the last month
have seen a production pump placed on the well. As weather improves in the area Marion will attempt to
produce the well.

Alpine School District 6-17

This well was drilied as a Ferron well and was completed. Marion submitted applications to convert this
well and the ASD 3-17 well into water disposal wells. After the ASD 3017 was approved, it was
determined that one well was needed, and another WD well was not needed at that time. The well
currently has a rotaflex pumping unit on it. Marion plans to attempt production from the well by the end of
2013. If the well is not producing an MIT will be done.

Marion is proposing this plan fo address the January 3, 2013 Notice of Violation. Given the constraints of
Marion’s financial situation, we believe the plan contains reasonable time frames for conducting work
either to abandon or put back on production the welis listed in the NOV. We look forward to hearing
from you regarding this matter.

Yours Sincerely

RN

Keri Clarke

3580 O Road,
Alien, Texas, 75002
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February 13, 2013

Department of Natural Resources

Division of Oil Gas and Mining

1584 West North Temple, Suite 1210

Salt Lake City, Utah 84114

Attention: Cameron Johnson, Assistant Attomey General

Re:  Notfication of Violation January 3, 2013
Operation Plan

Dear Cameron,
This responds to the email you sent to Mike Malmquist on behalf of the Division on February 8, 2013.

Anadarko Gas Purchase and Water Disposal Agreements

Marion has in place a Gas Purchase Agreement with Anadarko to purchase all gas produced in the field.
Anadarko has historically purchased gas from the field and will continue to do so in the future. Martion
also has a Water Disposal System Agreement with Anadarko for all water produced in the Helper field.
Currently, Marion owes Anadarko of $47,500 for water disposal fees from historical production. As its
financial situation improves Marion will settie the account. Beyond settfing its account, Marion does not
anticipate any commercial issues with Anadarko that could interfere with gas sales or water disposal.

Water Disposal and Gas Gathering System

Once Marion completed its initial drilling program in the Helper Field and established that the wells were
productive, two separate HDPE trunk fines were laid, one for gas and one for water. Each of the wells
was tied in to the trunk lines utilizing HDPE pipe. The tie lines and trunk lines are owned by Marion. The
trurk lines terminate at a facility built and operated by Anadarko near Kenilworth. A free water knock-out
was set to drop out any water in suspension with the gas before delivery into Anadarko. The systemis a
closed system. Natural gas production at the Helper field was suspended when Marion ran into financial
issties. This decision to suspend production was made by Marion due to the cash and human resource
issues, not by Anadarko locking the company out of the system. Each well was isolated from the gas
and water lines by shutting the respective valves at each wellhead. Additionally, at the time the field was
shut-in

Anadarko was made aware of the Marion situation. Subsequently, Anadarko field personnel secured the
aforementioned equipment. The Helper pipeline system was fully operational and problem free when it
was shut down. We would not anticipate any problems with the pipe itseff, but here maybe some
wellhead valves that will need to be examined before recommencing field operations.

Financial Situation

Marion does not believe that these negotiations are in vain due to its financial condition. Marion has
reason i believe that its financial situation will improve within a time frame that accommodates the
compliance schedule addressed in this and prior letters. More specifically, Marion expects o have

3580 Orr Road,
Allen, Texas, 75002
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access to additional funding during the first half of March 2013 that will allow it to begin the work in the
Helper field, with another infusion in May 2013.

Produce or MIT Wells

Marion does not believe that it can produce the wells by April 1, 2013. Marion accepts the Division’s
proposal to divide the wells into Pods with associated MIT completion dates, but proposes that an
additional month be added to the proposed MIT completion date for each pod, as well as the full cost
bonding and backup date. This timing is more consistent with Marion’s expectation of when if will have
the available financial resources.

Pod 1: Ballpark Canyon #1, Kenilworth Railroad #1A, #1, #2: The MIT date for this pod of wells
would be June 1, 2013. The work would begin on the Kenitworth Railroad #1A. The backup date for full
cost bonding and showing of well integrity would be July 1, 2013.

Pod 2: Cordingly Canyon 15-5, 15-2, 15-1, 11-1: The MIT date for this pod of weils wouid be
August 1, 2013. The backup date for full cost bonding and showing of well integrity would be September
1,2013.

Pressure and Fluid Level Information

With regard to DOGM's request for information on pressures and fluid levels in the Helper wells, we
would like to make the following comments. First, any field data that was acquired while the field was
operational will only show what the operating pressure of the system was. Typically, Anadarko was able
to keep enough compression operating field-wide to maintain 25-30 psi on our gas system. Second, the
water system in essence gravity fed into the Anadarko system, and as such, there was negligible
pressure on this line at all times. Third, since the mechanical integrity of the casing is the concem, the
tubing pressure would not provide meaningful information

We are not sure if the sentence is supposed to read "production pressures” and if so what that would
mean exaclly. As stated before, the field pressure was 25-30 psi when the field was in operation. Since
the field is currently shut in there is no production or "production pressure.” All previous production has
been reported. Conceming the last part of the sentence dealing with surface pressures, fluid levels efc.,
we see no definitive correlation between those items and casing integrity. Gathering such information
now, and particularly given Marion’s need to be as efficient as possible with money and personnel,
would not appear to be a productive expenditure of resources. Marion proposes that this request be
withdrawn, and that we be allowed to focus on putting ourselves in a position fo undertake MITs, which
are the true measure of well integrity, on the schedule proposed above. We would expect that when
Marion enters the Helper field to begin the MIT process the fluid levels and surface wellhead pressure
data will be gathered for reservoir engineering reasons, and we would be happy to provide that
information to the Division as it is obtained.

Marion hopes this letter addresses the comments and requirements outlined by the Oil and Gas Division
in your email from February 8, 2013.

We look forward to hearing from you.

Yours Sincerely ‘ /

./‘g"

Keri Clarke

3580 O Road,
Allen, Texas, 75002




P RECEIVED

STATE OF UTAH FORM 9
DEPARTMENT OF NATURAL RESOURCES APR 0 l’ 2013
DIVISION OF OIL, GAS AND MINING 5. LEASE DESIGNATION AND SERIAL NUMBER:

DIV. OF OIL, GAS & MINING
SUNDRY NOTICES AND REPORTS ON WELLS

6. IF INDIAN, ALLOTTEE OR TRIBE NAME:

7. UNIT or CA AGREEMENT 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 FOR PERMIT TO DRILL form for such proposals.

8. WELL NAME and NUMBER:
oL weLL [] GAS WELL OTHER Kenilworth/Cordingly Field

9. API NUMBER:

1. TYPE OF WELL

2. NAME OF OPERATOR:
Marion Energy, Inc.

3. ADDRESS OF OPERATOR: PHONE NUMBER: 10. FIELD AND POOL, OR WILDCAT:
31 No. Main Street iy Helper save Ut 5, 84626 (435) 650-3923 Kenilworth/Cordingly Field
4. LOCATION OF WELL

FOOTAGES AT SURFACE: : county: -Carbon

QTR/QTR, SECTION, TOWNSHIP, RANGE, MERIDIAN: STATE:

UTAH
. CHECK APPROPRIATE BOXES TO INDICATE NATURE OF NOTICE, REPORT, OR OTHER DATA
TYPE OF SUBMISSION TYPE OF ACTION

ACIDIZE DEEPEN D REPERFORATE CURRENT FORMATION

O

[J NOTICE OF INTENT
(Submit in Duplicate) ALTER CASING FRACTURE TREAT SIDETRACK TO REPAIR WELL

NEW CONSTRUCTION TEMPORARILY ABANDON

Approximate date work will start: CASING REPAIR

CHANGE TO PREVIOUS PLANS OPERATOR CHANGE TUBING REPAIR

O
[
0
CHANGE TUBING D PLUG AND ABANDON
[
|
1

VENT OR FLARE

IZ! SUBSEQUENT REPORT PLUG BACK WATER DISPOSAL

(Submit Original Form Only)

CHANGE WELL NAME

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

Date of work completion:

poooood

COMMINGLE PRODUCING FORMATIONS RECLAMATION OF WELL SITE OTHER:

gupoopoooono

RECOMPLETE - DIFFERENT FORMATION

t

CONVERT WELL TYPE

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.

NAME (PLEASE PRINT) Dave Smith / e Construction/Maintenance
SIGNATURE /)62’// %/f\_ﬁg/ oare _41/2013
S - e

(This space for State use only) AC cepte d by the
Utah Division of
Oil, Gas and Mining
(5/2000) (See Instructions on Reverse Side) For Record Only



Kenilworth/Cordingly
Pressures

15-1

Tubing 0
15-5

Tubing 0
15-2

Tubing 0
10-1

Tubing 0
Cordingly 11-1
Tubing 0
Kenilworth RR 1-A
Tubing 400

Kenilworth RR 1

Tubing 20
15-3

. »
Tubing 20
Ball Park 1
Tubing 0

Kenilworth RR 2
Tubing 0
16-2  Not Drilled
17-2  Not Drilled

Kenilworth RR 15-4

Casing

Casing

Casing

Casing

Casing

Casing

Casing

) Casing

Casing

Casing

Not Drilled

1400

20

50



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 Qil 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 drilling well.

This form is not to be used for proposals to

- drill new wells,

- reenter previously plugged and abandoned wells,

- significantly deepen existing wells below their current bottom-hoie depth,

- drill horizontal 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 division before 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. Within five days after receiving verbal 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 (top and 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 tubing pulled 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:
e completing or plugging a new well,

e reentering a previously plugged and abandoned well,

e significantly deepening an existing well bore below the current bottom-hole depth,

e drilling horizontal laterals from an existing well bore,

e drilling hydrocarbon exploratory holes such as core samples and stratigraphic tests,
e recompleting to a different producing formation.

Send to:

Utah Division of Qil, 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

(6/2000)
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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) KENILWORTHRR 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 APl # 43-007-31167
9) KENILWORTH RR #1 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 11-1- API # 43-007-31070
1) Kendworty Rarlval 15-3 AT g 13002103

Ls) Keadworrt, Purlioad (&Y Abe & d3-00F—31110



STATE OF UTAH FORM 9
DEPARTMENT OF NATURAL RESOURCES

DIVISION OF OIL, GAS AND MINING [ 5. LEASE DESIGNATION AND SERIAL NUMBER
SUNDRY NOTICES AND REPORTS ON WELLS  [THOAL ALLOTIEE OR TREE AvE:

. L 7 UNIT or CA AGREEMENT NAME:
Do not use this form for proposals to dnll naw wells. significantly deepen existing wells below curment bottom-ho e depth, reenter plugged welts, or 1o
drilf horizontat latarals. Use APPLICATION FOR PERMIT TO DRILL foan for such propasals.

T TYPE OF WELL 8 WELL NAME and NUMBER,
owwe [ GAS WELL /] OTHERV Kenilworth/Cordingly Canyon
2 NAME OF OPERATOR 9, AP! NUMBER.
Marion Energy, Inc.
3. ADDRESS OF OPERATOR. PHONE NUMBER. 10" FIELD AND POOL. OR WILDCAT
31 No. Main St. oy Helper siare U - 84526 {435) 650-3923 Kenilworth
4 LOCATION OF WELL
FOOTAGES AT SURFACE, county: Carbon
QTRAQTR, SECTION, TOWNSHIP, RANGE, MERIDIAN: STATE:
UTAH
1 CHECK APPROPRIATE BOXES TO INDICATE NATURE OF NOTICE, REPORT, OR OTHER DATA
TYPE OF SUBMISSION TYPE OF ACTION
ACIDIZE DEEPEN REPERFORATE CURRENT FORMATION
[OJ womice oF iNTENT . 0 Q
{Submit in Dupkcate) [] arercasing [[] rracture TREAT [[] soeTrRack ToREPAIR WELL
Approxmate date work will stert [[] casing repar [[] ~ewconstrucTiON ] remporariLY ABANDON

[J crance 10 =revious PLaNs [[] operator crance ] vuenc Repair
[[] crance Tusing [] Pruc anp asanpoN ] ventoreware

[/l sussequenT ReporT [ crance weLL Nane [J ruceack [ warer oisposac

(Submit Original Form Only)
o " ] cHanGe weLL STATUS [[] PropucTiON (STARTRESUME) [O] water sHut-oFF
Date of work compietion

[[] commmcLe PRODUCING FORMATIONS ]  RECLAMATION OF WELL SITE [ omer:
[ converT wewL Tyee [C] recoMPETE - DiFFERENT FORMATION

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

See attached documents. Pressures and water and gas for April.

Accepted hv the
Utah Division of
Oil, Gas ard nlining

Dave Smith [ ) me Construction/Maintenance

NAME (PLEASE
S pate /172013
RECEIVED
MAY 6 1 2013
2000, (See Instructions on Reverse Sice)

DIV. OF OIL, GAS & MINING



Kenilworth/Cordingly

Pressures

151

Tubing 0
15-5

Tubing 0
15-2

Tubing 0
10-1

Tubing 0
Cordingly 11-1
Tubing | 0
Kenilworth RR 1-A
Tubing 400

Kenilworth RR 1

Tubing 20
15-3

Tubing 20
Ball Park 1

Tubing 0]

Kenilworth RR 2
Tubing 0]
16-2  Not Drilled
17-2  Not Drilled

Kenilworth RR 15-4

Casing

Casing

Casing

Casing

Casing

Casing

Casing

Casing

Casing

Casing

Not Drilled

15

80
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20
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Clear Creek

10 29

Tubing 0 Casing
Oman 2-20

Tubing 110 Casing
6-17

Tubing 0 Casing

90



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 Governor Division Director
June 2, 2014
Certified Mail #7003 2260 0003 2358 7004
Jeff Clarke

Marion Energy, Inc. ) [3S IDE
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, 5raq
length of time the well is expected to be shut-in or temporarily abandoned and an explanatioBNR

/4(—/

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 & MINING



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@utah.gov or 801-538-5280 or Dustin Doucet, Petroleum Engineer, at dustindoucet@utah.gov
or 801-538-5281.

Sincerely,

Cloton 2Btk

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:AO&G Reviewed Docs\ChronFile\Compliance



Sundry Nunber: 53334 APl Well Nunber: 43007310640000

FORM 9
STATE OF UTAH

DEPARTMENT OF NATURAL RESOURCES 5.LEASE DESIGNATION AND SERIAL NUMBER:
DIVISION OF OIL, GAS, AND MINING L49540 '

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
FOR PERMIT TO DRILL form for such proposals.

7.UNIT or CA AGREEMENT NAME:

1. TYPE OF WELL 8. WELL NAME and NUMBER:
Gas Well CORDINGLY CYN 15-2
2. NAME OF OPERATOR: 9. API NUMBER:
MARION ENERGY, INC. 43007310640000
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
3078 FSL 1133 FEL
QTR/QTR, SECTION, TOWNSHIP, RANGE, MERIDIAN: STATE:
Qtr/Qtr: SENE Section: 15 Township: 13.0S Range: 10.0E Meridian: S UTAH

11.

CHECK APPROPRIATE BOXES TO INDICATE NATURE OF NOTICE, REPORT, OR OTHER DATA

TYPE OF SUBMISSION TYPE OF ACTION
D ACIDIZE D ALTER CASING |:| CASING REPAIR
v" NOTICE OF INTENT
Approximate date work will start: [ chanee To PREVIOUS PLANS ] chance Tusine O] chance weLt nave
D CHANGE WELL STATUS D COMMINGLE PRODUCING FORMATIONS |:| CONVERT WELL TYPE
D SUBSEQUENT REPORT D DEEPEN D FRACTURE TREAT |:| NEW CONSTRUCTION
Date of Work Completion:
D OPERATOR CHANGE D PLUG AND ABANDON D PLUG BACK
v" PRODUCTION START OR RESUME D RECLAMATION OF WELL SITE |:| RECOMPLETE DIFFERENT FORMATION
D SPUD REPORT
Date of Spud: D REPERFORATE CURRENT FORMATION D SIDETRACK TO REPAIR WELL |:| TEMPORARY ABANDON
D TUBING REPAIR D VENT OR FLARE D WATER DISPOSAL
D DRILLING REPORT D WATER SHUTOFF D SI TA STATUS EXTENSION |:| APD EXTENSION
Report Date:
D WILDCAT WELL DETERMINATION D OTHER OTHER: I

12. DESCRIBE PROPOSED OR COMPLETED OPERATIONS. Clearly show all pertinent details including dates, depths, volumes, etc.
The_wells_in the_: He_Iper field continue_in temporary shut-in s_tat_us 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 Qil, Gas and Mining
accomplished Marion will have income to put the Helper wells back on  FOR/RECQRP 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 now has a casing pressure of 700lbs which was taken on
7/12/2014. This shows that the tubing replacement work was
successful. Marion Energy plans to install a surface pumping unit on
this well. Once the pumping unit 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

RECEI VED: Jul . 14, 2014




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: 6/24/20 15 :
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 weli(s) reviewed for full cost bonding: 6/25/2015

5. UICS 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:

7/9/2015



Marion Energy, Inc 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 1140S |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 1308 |070E|4300716013 2550 [Fee Fee GW |PA CLEAR CREEK]
UTAH MINERAL STATE 29 (1308 |070E 4300730102 2550 |State Fee GW |PA CLEAR CREEK
BALLPARK CYN 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 1130S |100E 4300731207 15496 |Fee Fee D PA

UTAH FUEL A-1 6 1140S |070E 4301516021 2550 |Fee Fee GW_ |PA CLEAR CREEK
UTAH FUEL 8 19 1130S |070E 4300716015 12550 |Fee Fee GW S CLEAR CREEK|
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 IS

BALLPARK CANYON #1 16 (130S |100E 4300731015 15159 [Fee Fee GW S

CORDINGLY CYN 15-2 15 130S |100E 4300731064 15160 'State  |Fee GW IS

CORDINGLY CYN 15-1 15 [130S |100E 4300731065 15161 State | Fee GW |8

CORDINGLY CYN 11-1 11 |130S |100E 4300731070 15432 Fee Fee GW S

CORDINGLY CYN 15-5 15 |130S |100E 4300731167 15433 State  Fee GW IS

KENILWORTH RAILROAD 15-3 |16 |130S |100E 4300731168 |16041 Federal Fee GW S

ALPINE SCHOOL DIST 6-17 17 11308 |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 {1408 |070E 4301530684 (2550 |Federal Federal |GW 'S CLEAR CREEK
RIDGE RUNNER 11-17 17 1408 1070E 4301530685 2550 !Federal Federal !GW S CLEAR CREEK

6/25/2015



STATE OF UTAH FORM 9
DEPARTMENT OF NATURAL RESOURCES

DIVISION OF OIL, GAS AND MINING 5. LEASE DESIGNATION AND SERIAL NUMBER:
ML-1257

6. IF INDIAN, ALLOTTEE OR TRIBE NAME:

SUNDRY NOTICES AND REPORTS ON WELLS

7. UNIT or CA AGREEMENT NAME:
Do not use this form for proposals to drilt new wells, significantly deepen existing wells below current bottom-hole depth, reenter plugged wells, or to C' ear C re ek
drill horizontal laterals. Use APPLICATION FOR PERMIT TO DRILL form for such proposals.

o weLL [] easweLL [ oTHER Compressor

1. TYPE OF WELL 8. WELL NAME and NUMBER:

2. NAME OF OPERATOR: 9. API NUMBER:
Utah Gas Operating Solutions, LLC
3. ADDRESS OF OPERATOR: PHONE NUMBER: 10. FIELD AND POOL, OR WILDCAT:
1415 North Loop West, STE _ .., Houston srace VX 5 77008 (281) 540-0028
4. LOCATION OF WELL
FOOTAGES AT SURFACE: county: Carbon
QTR/QTR, SECTION, TOWNSHIP, RANGE, MERIDIAN: NWNW 33 13S 7E STATE:
UTAH
1. CHECK APPROPRIATE BOXES TO INDICATE NATURE OF NOTICE, REPORT, OR OTHER DATA
TYPE OF SUBMISSION TYPE OF ACTION
ACIDIZE DEEPEN REPERFORATE CURRENT FORMATION
NOTICE OF INTENT O O 1
(Submit in Duplicate) ] autercasine [] eracTuRE TREAT [C] sioevrack To REPAIR WELL
Approximate date work wil start: [] casinerePaR [T] w~ew consTrRucTION [[] TeMPORARILY ABANDON
6/1/2015 [] cHance To PREVIOUS PLANS [/] operaToR cHanGE [] vusinG repar
[ cHance TuBING [[] PLuc anp asanpoN [T] ventoreare
[] suBsEQUENT REPORT [ cHance weLL NamE [] rruesack [[] wateroisposaL
{Submit Originat Form Only)
[C] cHANGE WELL STATUS [C] PRODUCTION (START/IRESUME) [T] watersHuT-OFF
Date of work completion:
[J commiNGLE PRODUCING FORMATIONS [ ] RECLAMATION OF WELL SITE O orker:
] convertweLL Tvpe [C] RECOMPLETE - DIFFERENT FORMATION

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

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 _J() 4@

"Clear Creek Compressor Station"

Sec 33 135S 7E NWNW

Marion Ener

Signatdre: , Date: (é" “l (\/
Name: ?Lu/\, Title: \j\P
9 l

Utah Gas (gerating Solutions, LLC.
Signature: Date: & ~15" 24+ ' g

Name: __EEUEK'- [ A Mk'h,hl Title: AT~ (¢ D A'“&NE\‘ ) Fact
NAME (PLEASE Emnjwo ’“k?-m TImLE &M_‘LMAMBMQF

DATE 6 - ls.— 204 r

SIGNATURE

{This space for State use only)

APPROVED
Lot ¢

(5/2000) (See Instructions on Reverse Side)

liyz{\u. GAS & MINING
BY:_$=XaeWno O Madine




STATE OF UTAH

DEPARTMENT OF NATURAL RESOURCES
DIVISION OF OIL, GAS AND MINING

FORM 9

5. LEASE DESIGNATION AND SERIAL NUMBER:

ML-1257

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:

Clear Creek Unit

1. TYPE OF WELL

8. WELL NAME and NUMBER:

oL weLL [ GASWELL ]  OTHER
2. NAME OF OPERATOR: 9. API NUMBER:
Marion Energy, Inc
3. ADDRESS OF OPERATOR: PHONE NUMBER: 10. FIELD AND POOL, OR WILDCAT:
1415 N Loop W, STE 1250 . Houston srare VX 5, 77008 (281) 540-0028 Helper Field
4. LOCATION OF WELL
FOOTAGES AT SURFACE: COUNTY:
STATE:

QTR/QTR, SECTION, TOWNSHIP, RANGE, MERIDIAN:

UTAH

11. CHECK APPROPRIATE BOXES TO INDICATE NATURE OF NOTICE, REPORT, OR OTHER DATA

TYPE OF SUBMISSION TYPE OF ACTION
[ acioize ] oeepen [] REPERFORATE CURRENT FORMATION
/] noTicE oF INTENT
(Submit in Duplicate) [ atercasie [0 rracTurEe TREAT [] siETRACK TO REPAIR WELL
Approximate date work will start: [J casing Repair ] wew consTRucTION [] vemporariLY ABANDON
6/1/2015 [C] cHaNGE To PREVIOUS PLANS [Z] oreraTOR cHANGE [ tusinG RePair
[J cwance TuBING [J PLuc aNp asanDON [J venTorFLaRe
[J susseQuenT REPORT [J cHance weLL NaME ] rucsack [] warter DisposaL
{Submit Original Form Only)
[J cnance weL staTus [] PRODUCTION (START/RESUME) [] warter sHuT-oFF
Date of work completion:
[[] commiNGLE PRODUCING FORMATIONS [ ] RECLAMATION OF WELL SITE O orwer:
[J convertwewL Type [ RrecOMPLETE - DIFFERENT FORMATION

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

As of June 1st, 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. | ask that you accept this letter as Marion Energy's official resignation and request
to transfer operating rights to Utah Gas Operating Solutions, LLC.

Signattire:

Date:él”l"(

Doug FlaAnery
Vice President

NAME (PLEASEFRINT) DA'W

. MachRIT

T Aﬁeﬁ"l—' CodRc T O?(—“A"OL

L.

SIGNATURE

oae _ @~ (Y- 201 ¢

{This space for State use only)

(5/2000)

APPROVED

{See Instructions on Reverse Side)

DIV. OIL GAS & MINING

BY:

JUL 09 2015

2



Well Name

ALPINE SCHOOL DIST 3-17
KENILWORTH RAILROAD 9-1
JACOB 5-5

JACOB 4-8

OMAN 2-31

OMAN 3-32

MADSEN 11-20

OMAN 7-19

WOOLSEY 3-31

OLD RAIL ROAD GRADE 17-1
KENILWORTH WASH 18-1
ALRAD CYN 13-1
CORDINGLY CYN 15-6
RIDGE RUNNER 7-20
RIDGE RUNNER 8-19
RIDGE RUNNER 2-18
UTAH FUEL 10

RIDGE RUNNER 13-17
UTAH FUEL 1

UTAH FUEL 2

UTAH FUEL 3

UTAH FUEL 4

UTAH FUEL 5

UTAH MINERAL STATE
BALLPARK CYN 17-2
KENILWORTH RAILROAD 15-4
BALLPARK CYN 16-2
CORDINGLY CYN 10-1
BALLPARK CYN 16-2X
UTAH FUEL A-1

OMAN 14-20

CORDINGLY CYN 2-1
SWD 1

SHIMMIN 33-1

SEAMONS 5-8
CRITCHLOW 29-1
RADAKOVICH 12-5-1
ALLRED 10-1

APPENDIX A

Well List

Sec TWN
17 130S
16 130S
5 140S
5 140S
30 130S
29 130S
19 130S
19 130S
31 130S
17 130S
18 130S
13  130S
15 130S
20 140S
20 140S
17  140S
5 140S
17 140S
5 140S
32 130S
32 130S
30 130S
31 130S
29 130S
16 130S
16 130S
16 130S
15 130S
16 130S
6 140S
29 130S
2 130S
28 130S
33 120S
8 130S
29 120S
5 1308
10 120S

RNG

070E
100E
070E
070E
070E
070E
070E
070E
070E
100E
100E
100E
100E
070E
070E
070E
070E
070E
070E
070E
070E
070E
070E
070E
100E
100E
100E
100E
100E
070E
070E
100E
100E
110E
070E
110E
070E
110E

APl

4300731182
4300731172
4300731190
4300731191
4300731246
4300731247
4300731297
4300731298
4300731305
4300731354
4300731355
4300731357
4300731416
4301530681
4301530682
4301530683
4300716016
4301530269
4300716009
4300716010
4300716011
4300716012
4300716013
4300730102
4300731169
4300731170
4300731171
4300731173
4300731207
4301516021
4300731209
4300731236
4300731417
4300731431
4300731432
4300731433
4300731434
4300731435

Status
A
LA
LA
LA
LA
LA
LA
LA
LA
LA
LA
LA
LA
LA
OPS
OPS

PA
PA
PA
PA
PA
PA
PA
PA
PA
PA
PA
PA
RET
RET
RET
RET
RET
RET
RET
RET



RADAKOVICH 12-5
SEAMONS 5-8-2
WOOLSEY 3-31-1
ALLRED 13-1

JACOB 5-5

UTAH FUEL 8

OMAN 2-20
KENILWORTH RR #1
KENILWORTH RR #2
BALLPARK CANYON #1
CORDINGLY CYN 15-2
CORDINGLY CYN 15-1
CORDINGLY CYN 11-1
CORDINGLY CYN 15-5
KENILWORTH RAILROAD 15-3
ALPINE SCHOOL DIST 6-17
OMAN 10-29
KENILWORTH RR 1-A
RIDGE RUNNER 11-20
RIDGE RUNNER 1-30
RIDGE RUNNER 2-19
RIDGE RUNNER 11-17

Clear Creek Compressor Station

5 130S

8 130S
31 130S
13 120S
5 140S
19 130S
20 130S
16 130S
16 130S
16 130S
15 130S
15 130S
11  130S
15 130S
16 130S
17 130S
29 130S
16 130S
20 140S
20 140S
17 140S
17  140S
Facility List
33 13S

070E
070E
070E
110E
070E
070E
070E
100E
100E
100E
100E
100E
100E
100E
100E
070E
070E
100E
070E
070E
070E
070E

7E

4300731436
4300731437
4300731438
4300731439
4300731513
4300716015
4300730289
4300731006
4300731007
4300731015
4300731064
4300731065
4300731070
4300731167
4300731168
4300731181
4300731210
4300731229
4301530271
4301530680
4301530684
4301530685

RET
RET
RET
RET
RET
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