STATE OF UTAH
DEPARTMENT OF NATURAL RESOURCES

DIVISION OF OIL, GAS AND MINING

FORM 3

AMENDED REPORT ]
(highlight changes)

APPLICATION FOR PERMIT TO DRILL

5. MINERAL LEASE NO: 6. SURFACE:

FEE-BH-61504 Fee

DRILL /] REENTER [  DEEPEN []

oL [J cas

1A. TYPE OF WORK:

B. TYPE OF WELL: OTHER CBM

SINGLE ZONE MULTIPLE ZONE []

7. IF INDIAN, ALLOTTEE OR TRIBE NAME:

8. UNIT or CA AGREEMENT NAME:

2. NAME OF OPERATOR:
Marion Energy, Inc.

9. WELL NAME and NUMBER:
Cordingly Canyon # 11-1

3. ADDRESS OF OPERATOR: PHONE NUMBER: 10. FIELD AND POOL, OR WILDCAT:
119 S. Tennessee # 20C ., McKinney ~ gyue TX ,, 75069 (972) 540-2967 -—‘_uw
4. LOCATION OF WELL (FOOTAGES) 5 ! l,} ,:) e ;'i 5 57 "; [ ({ ((3 a 113;’2{8;!; SECTION, TOWNSHIP, RANO@,

ATSURFacE: 1514.73' FWL, 677.50' FSL /SW/4 439 Y1 (,?\{ D T2 Y L{'l SESW 11 13S 10E

AT PROPOSED PRODUCNG ZONE:  1514.73' FWL, 677.50' FSL /SW/4
14. DISTANCE IN MILES AND DIRECTION FROM NEAREST TOWN OR POST OFFICE: 12. COUNTY: 13. STATE:

Approximately 2 miles North East 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:

773.29ft 3000 160
18. DISTANCE TO NEAREST WELL (DRILLING, COMPLETED, OR 19. PROPOSED DEPTH: 20. BOND DESCRIPTION:

APPLIED FOR) ON THIS LEASE (FEET)

39251t 5,670 | See Attached Bond Document
21. ELEVATIONS (SHOW WHETHER DF, RT, GR, ETC.): 22. APPROXIMATE DATE WORK WILL START: 23. ESTIMATED DURATION:

7069.7 GR 3/15/2006 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
12 1/4 8 5/8 J-55 24 570 | Prem. G, 282 sacks 1.25 cu.ft/sk 14.2/gal.
7718 51/2 J-55 17 5,670 | Stugel:50/50 Poz 488 sacks 1.25cu.ft'sk  14.2 #/gal.

DU Tool @ +/- 3323
Stage 2: Prem. Lite 226 sacks 3.82 cu.ft/sk 11#/gal.

25 ATTACHMENTS

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

m WELL PLAT OR MAP PREPARED BY LICENSED SURVEYOR OR ENGINEER @ COMPLETE DRILLING PLAN

D EVIDENCE OF DIVISION OF WATER RIGHTS APPROVAL FOR USE OF WATER

I:l FORM 5, IF OPERATOR IS PERSON OR COMPANY OTHER THAN THE LEASE OWNER

Benjamin Evans nme  Landman

NAME (PLEASE PRINT)

s 3

Q""' 7 </)

SIGNATURE DATE

513 /o6

(This space for State use only)

- ~ Approved by the
Utah Division of

API NUMBER ASSIGNED: 1}3'007‘ 5’070

L

(11/2001)

‘ - e

@ECElVED
'MAY G4 2006
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@ Marion Energy Inc.

May 3, 2006

Utah Division of Oil Gas and Mining
ATTN: Diana Whitney

1594 West North Temple, Suite 1210
Salt Lake City, Utah

84116

RE: Exceptional Location Letter (Rule R649-3-3) Exception to Location and Siting of Wells
Cordingly Canyon #11-1 (1514.73' FWL, 677.50' FSL /SW/4)
Helper Prospect, 13S-10E, Carbon County, Utah

Dear Ms. Whitney

The Cordingly Canyon #11-1 well is to be drilled in the SW4 of Section 11 13S-10E at a location more
specifically described as 1514.73' FWL, 677.50' FSL /SW/4. Marion Energy Inc. respectfully seeks your
permission and requests that this well is drilled at the aforementioned exceptional location due to the
topographical issues encountered and the limiting spatial restraints we experience when drilling in
Cordingly Canyon.

There is also a road currently in place that follows the floor of this canyon, the Cordingly Canyon #11-1
has been located on this canyon road to minimize any environmental impacts in the area that would
arise from having to build new roads to pad sites.

Marion Energy Inc. is the only operator in the area, and there are no additional lease owners within 460°
of the proposed location.

If you require any further information, please do not hesitate to contact me at (972) 540-2967 ext. 3004
or email bevans@marionenergy.com

Sincerely,

BT a5

Benjamin Evans
Landman
Marion Energy Inc.

RECEIVED
MAY 0 4 2006

DIV. OF OIL, GAS & MINING

119 South Tennessee, Suite 200, McKinney, TX, 75069
Telephone: (972) 540-2967
Fax: (972) 547-0442



STATE OF UTAH
DEPARTMENT OF NATURAL RESOURCES
DIVISION OF OIL, GAS AND MINING

FORM 9

5. LEASE DESIGNATION AND SERIAL NUMBER:

FEE-BH-61504

SUNDRY NOTICES AND REPORTS ON WELLS

Do not use this form for proposals to drill new wells, significantly deepen existing wells below current bottom-hole depth, reenter plugged wells, or to
drill horizontal laterals. Use APPLICATION FOR PERMIT TO DRILL form for such proposals.

6. IF INDIAN, ALLOTTEE OR TRIBE NAME:

7. UNIT or CA AGREEMENT NAME:

1. TYPE OF WELL

8. WELL NAME and NUMBER:

oLWELL []  GASWELL /] OTHER Cordingly Canyon # 11-1
2. NAME OF OPERATOR: 9. API NUMBER:
Marion Energy Inc. (N2740) 4300731070
3. ADDRESS OF OPERATOR: PHONE NUMBER: 10. FIELD AND POOL, OR WALDCAT:
119 S. Tennessee Ste 200 ..., McKinney orare TX 5. 75069 (972) 540-2967 Helper Field

4. LOCATION OF WELL

FOOTAGES AT SURFACE: 1539.28' FWL,773.29' FSL/SW/4

county: Carbon

QTR/QTR, SECTION, TOWNSHIP, RANGE, MERDIAN: SESW 11 138 10E STATE:
UTAH
1. CHECK APPROPRIATE BOXES TO INDICATE NATURE OF NOTICE, REPORT, OR OTHER DATA
TYPE OF SUBMISSION TYPE OF ACTION
[ acioze [0 oeeren [[] REPERFORATE CURRENT FORMATION
[C] NOTICE OF INTENT
(Submit in Duplicate) [J ALTER CASING [[] FRACTURETREAT [] sIDETRACKTO REPAR WELL
Approximate date work wil start ] casnGREPAR ] NewcCONSTRUCTION ] TEMPORARILY ABANDON
[] cHanGE TO PREVIOUS PLANS [J oPErATOR CHANGE [J ruemcRreraR
[[] chance TUBING [] PLuG AND ABANDON [[] veNTORFLARE
[CJ suBsSEQUENT REPORT [] CHANGE WELL NAME [] pLuseack [ waTer DisPosAL
(Submit Original Form Only)
[C] CHANGE WELL STATUS [J PRODUCTION (START/RESUME) [C] WATER SHUT-OFF
Date of work compietion:
[] COMMINGLE PRODUCING FORMATIONS [ ] RECLAMATION OF WELL SITE [¥] orher: Additional APD
[C] CONVERT WELL TYPE [] RECOMPLETE - DIFFERENT FORMATION Information

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

Surface Owner Contact Information:
Company Name: American Electric Power

Address: 248 South Lake Drive
Prestonsburg, KY, 41653

Telephone Number:(606) 889-3328
Contact Name: Mr. Nelson Kidder (President)

E-mail address: nlkidder@aep.com

NAME (PLEASE PRINT)_DENjamin Evans e Landman

Ry o —S—_

SIGNATURE DATE

L] 3006

—

(This space for State use only)

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

RECEIVED
APR 1 4 2006

DIV. OF QiL, GAS & MINING



@Marion Energy Inc.

April 13, 2006

1594 W. North Temple
Suite 1201

Salt lake City, UT
84116

RE: Sundry Form 9

Dear Ms. Whitney

Please find enclosed the original executed copies of our Sundry Form 9's that Mark Jones has
requested we submit for our recently submitted APD’s. Mr. Jones felt that we needed further contact
information regarding the surface owners at our well locations and suggested I fill out a Form 9 for each

well outlining the contact information for American Electric Power.

if you require any further information, please do not hesitate to contact me at (972) 5640-2967 ext. 3004
or email bevans@marionenergy.com

Sincerely,

R I fve—SF—
Benjamin Evans
Landman

o]y e
119 South Tennessee, Suite 200, McKinney, TX, 75069 RECEIVED
Telephone: (972) 540-2967
Fax: (972) 547-0442 APR 1 4 2006

DIV, OF OIL, GAS & MINING



@ Marion Energy Inc.

March 28, 2006

Utah Division of Qil Gas and Mining
ATTN: Diana Whitney

1594 West North Temple, Suite 1210
Salt Lake City, Utah

84114-5801

RE: Cordingly Canyon #11-1 Application for Permit to Drill
SW/4 Section 11 13S-10E, Carbon County, Utah

Dear Ms. Whitney
Please find enclosed three copies of our ADP for the above referenced well.

If you require any further information, please do not hesitate to contact me at (972) 540-2967 ext. 3004
or email bevans@marionenergy.com

Sincerely,

RN E—=

Benjamin Evans
Landman
Marion Energy Inc.

MAR 2 9 2006

119 South Tennessee, Suite 200, McKinney, TX, 75069
Telephone: (972) 540-2967
Fax: (972) 547-0442



@Marion Energy Inc.

March 3, 2006

Mr. Nelson L. Kidder
American Electric Power
248X South Lake Drive
Prestonsburg, KY, 41 6%53

RE: Cordingly Canyon #11-1 (SW/4 Section 11 13S-10E, Carbon County, Utah)
Blackhawk Coal Lease Dated June 15" 2004

Dear Mr. Kidder

This letter is intended to seek your permission to commence drilling operations on the Cordingly Canyon
#11-1 located in the SW/4 Section 11 13S-10E, Carbon County, Utah. Blackhawk is the surface owner
at these locations, and Marion Energy, Inc. as operator of the properties underlying the Blackhawk
Lease, seeks your permission as soon as possible to begin the construction of this location so that
Marion may commence drilling operations within the next two weeks.

Should you concur with our request to commence the construction of the Cordingly Canyon #11-1well
locations, please signify your acceptance in the space provided below.

If you require any further information, please do not hesitate to contact me at (372) 540-2967 ext. 3004
or email bevans @marionenergy.com

Sincerely,

C S a—:& /%
Scott Jacoby

Associate Landman
Marion Energy Inc.

Blackhawk Coal Company, as Lessor under the above referenced lease, hereby consents to allow
Marion Energy Inc. to commence the construction of the Cordingly Canyon #11-1 well location.

Ml Ml e Mancl £, 200k

Name: Nelson Kidder Title: Vice President

AEP CoAL, TNC,

119 South Tennessee, Suite 200, McKinney, TX, 75069
Telephone: (972) 540-2967
Fax: (972) 547-0442



Marion Energy Inc.
Drilling Plan
Page DP-I-

Drilling Plan
Marion Energy Inc.
Cordingly Canyon #11-1
Geologic Surface Formation
a. Quaternary

Estimated Tops

Name TD Production Phase

Top of Emery 27351t Gas

Top of Blue Gate 3323ft Gas

BG Shale Marker 5150ft Gas

Top of Ferron 5310ft Gas

Top of Tunuck Shale  5570ft Gas

D 5670ft
Casing Program

a. See Form #3 Section 24.

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.

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. Rotatinghead - Yes



Marion Energy Inc.
Drilling Plan
Page DP-2-

£ 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).

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).

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

d. Formation and 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 0.517 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).



Marion Energy Inc.
Surface Use Plan
Page SU-I-

Surface Use Plan
Marion Energy Inc.
Cordingly Canyon #11-1

Existing Road:

Topo Map ‘A’ is the vicinity map showing the field wide area.

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

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.
There shall be no mud blading on the access road. Vehicles may be towed through the
mud provided they stay on the roadway.

Planned Access Roads:

o

g

wee o

Maximum grade will be 8% or less.

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.

Road surface material will be that native to the area.

No cattleguards are required.

The proposed access road was flagged at the time the location was staked.

The back slopes of the proposed access road will be no steeper than vertical or ¥1 in
rock and 2:1 elsewhere.

Location of Existing Wells:

a.

See Topo Map ‘B’

Location of Existing and/or Proposed Facilities:

a.

b.

All Petroleum Production Facilities are to be contained within the proposed location
sites.
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.
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.
All permanent facilities placed on the locations shall be painted a non-reflective color,
which will blend with the natural environment.
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.
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.



Marion Energy Inc.

Surface Use Plan
Page SU-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.

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
local trucking company (Nielson Construction).

b. No water wells are to be drilled.

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. Al well pad surface disturbance areas are on fee lands.

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

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.

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.



10.

1L

Marion Energy Inc.
Surface Use Plan
Page SU-3-

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

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

The upper edges of all cut banks on the access roads and well pads will be rounded.
Catchment ponds to be placed as required to intercept drainage re-routes.

Plans for Restoration:

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

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.

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

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.

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.

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.

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 I1I cultural resource inventory was completed prior to disturbance by a qualified

C.

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



12.

13.

Marion Energy Inc.
Surface Use Plan
Page SU-4-

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 procedural 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 III 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.
Mr. Keri Clarke
119 S. Tennessee Suite 200
McKinney, Texas 75069
(972) 540-2967

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 subfect to the provision of 18 U.S.C. 1001 for the filing of a false statement.

Keri Clarke Date
Company Representative




United States Department of the Interior

BUREAU OF LAND MANAGEMENT
Utah State Office
P.O. Box 45155
Salt Lake City, UT 84145-0155
www.ut.blm.gov

MAY O 4 2005
IN REPLY REFER TO:
3104
(UT-924)
DECISION

Principal: :

Marion Energy Inc. : Bond Amount: $25,000

119 S. Tennessee, Suite 200 :

McKinney, TX 75069 : Bond Type: Statewide
Surety: : Bond Surety No.: B001632

U. S. Specialty Insurance Company :

13403 Northwest Freeway : BLM Bond No.: UTB000179

Houston, TX 77040

Statewide Qil and Gas Surety Bond Accepted

On April 12, 2005, this office received a $25,000 statewide oil and gas bond for the principal named
above. The bond has been examined, found satisfactory, and is accepted effective the date of filing.

The bond constitutes coverage of all operations conducted by the principal on Federal leases in Utah. The
bond provides coverage for the principal where that principal has interest, and or responsibility for
operations on, leases issued under the authority of any of the Acts cited on the bond form. Please note
that Federal leases do not include Indian leases.

The bond will be maintained by this office. Termination of liability under the bond will be permitted only
after this office is satisfied that there are no outstanding liabilities against the bond or until a satisfactory

replacement bond is furnished. ,

Terry Catlin '
Acting Chief, Branch of
Fluid Minerals



Form 3000—4 UNITED STATES Bond Number
{June 1988) DEPARTMENT OF THE INTERIOR
BUREAU OF LAND MANAGEMENT B001632

OIL AND GAS OR GEOTHERMAL LEASE BOND

Act of February 25, 1920 (30 U S.C 181 et seq.)
Act of August 7, 1947 (30 U.S.C. 351-359)

Department of the Interior Appropriations Act, FY 1981 (42 U.S.C. 6508)

Act of December 24, 1970 (30 U.S.C. 1001-1025) Lease Sernial Number (For Individual Bond Only)

Other Ol and Gas and Geothermal Leasing Authorities as Applicable

CHECK ONE: OIL AND GAS [J GEOTHERMAL RESOURCES

CHECK ONE:
SURETY BOND

KNOW ALL BY THESE PRESENTS, THAT Marion Energy Inc.

{name)
of 119 S. Tennessee, Suite 200, McKinney, Texas 75069
(address)
as principal, and U.S. Specialty Insurance Company
(name)

of 13403 Northwest Freeway, Houston, Texas 77040 . as surery,

(address)
are held and firmly bound unto the United States of America 1n the sum of Twenty-five Thousand and no/100

doltars ($ 25,000.00 )

lawful money of the United States, which may be increased or decreased by a rider hereto executed in the same manner as this bond.

[J PERSONAL BOND

KNOW ALL BY THESE PRESENTS, That

¢ {name)

of

(address)

bound unto the United States of America in the sum of

, as principal, is held and firmly

increased or decreased by a rider hereto executed in the same manner as this bond.

The principal, 1n order to more fuily secure the United States in the payment of the aforesaid sum, hereby pledges as secunty therefore United States negotiable securities of a par value equxl
the S

to the amount specified. The principal, pursuant to the authority conferred by Section | of the Act of Sepiember 13, 1982 (31 U.S.C. 9303), does hereby

and
of the Intenor to act as his attorney  The interest accruing on the Umited States secunties deposited, in the absence of any default in the performence of any of the conditions, or supulations sd
forth 1n this bond and the instrument(s) granting nghts and interests 1n Federal lands, must be paid to the principal. The principal hereby for amsclf/herself, any heiwrs, executors, administrators,

successors, and assigns, joint and scverally, ratifies and confirms whatever the Secretary shall do by virue of these presents.

dollars ($ ). lawful money of the United States which sum may be

The principal/surety shall apply this bond or the Secretary shall transfer this deposit as security for the faithful performance of any and all of the conditions and stipulations as set forth in this
bond and the instruments granting rights and interests 1n Federal lands In the case of any default in the performance of the conditions and stipulations of such undertaking, it is agreed that: (1)
for a Surety Bond, the surcty/principal shall apply the bond or any portion thereof; (2) for a Personal Bond, the Secretary shall have full power to assign, appropriate, apply or transfer the deposit

or any portion thereof, to the sausfaction of any:damages, assessments, late payment charges, penalties, or deficiencies arnsing by reason of such default.

This bond 15 required for the use and benefit of (1) the United States, (2) the owner of any of the land subject to the coverage of this bond, who has a y right to comp {

with a reservation of the oil and gas and geothermal deposits to the United States; (3) any lessee, permuttee, or contractor, under a lease, permit, or resource sale contract issued, or to be issued,
by the Unuted States covenng the same land subject to this bond, covering the use of the surface or the prospecting for, or the development of other mineral deposits in any portion of such land,
to be paid to the United States. For such puyment, well and truly to be made, we bind oursclves and each of our heirs, executors, adnunistrators, successors, and assigos, joinly and severally.

in connection

This bond shall cover all surface disturbing activities related to dnlling operations on a Federal leasehold(s) 1n accordance with authorization(s) granted under the Acts cited above for:

CHECK ONE- .

D NATIONWIDE BOND — Operations conducted by or on behalf of the principal(s) or on the leasehold(s) of the principai(s) in the United States including the National Petrolcum Reserve
n Alaska (NPR-A) when a nder sufficicnt to bring the amount in conformance with 43 CFR 3134 1s provided, and provided a rider ts obtained, also coverage

of muluple exploration operations

@ STATEWIDE BOND  — Operanons conducted by or on behalf of the principal(s) or on the lcauhdd(szl of the principal(s), except the NPR-A, and, provided a rider 1s obtaned, also

coverage of multple exploration operations within the single state of.

E] INDIVIDUAL BOND — Operations conducted by or on behalf of the principal or on the leasehold of the principal on the single lease Wenufied by the serial number above.

NATIONAL PETROLEUM RESERVE IN ALASKA (NPR-A) BOND - This bond shall cover
D NPR-A LEASE BOND — The terms and conditions of a sigle lease
[J NPR-A WIDE BOND — The terms and conditions of all leases, and provided a rider 1s obtained. coverage of multiple exploration operations

(Conttnued.on reverse)

-——



BOND CONDITIONS

The conditions of the foregoing obligations are such that

. WHEREAS the principal has an interest in a lease(s) and/or responsibility for
operations on a lease(s) issued under the Acts cited in this bond. and

2 WHEREAS the principal and surety agree(s) that with notice to the surety the
coverage of this bond. 1n addition to the present holding(s) of and/or authorization(s)
granted to the principal, shall extend to and include

a  Any lease(s) hereafter 1ssued 10 or acquired by the obligor/principal. except
under individual lease bonds, the coverage is to be confined to the principal's hold-
ng(s) and/or authonzation(s) granted under the Acts cited in this bond, and to become
effective tmmediately upon such authorization, approval or 1ssuance of a transfer
n favor of the principal; and

b Any transfer(s) of operaung rights hereafter entered into or acquired by the
principal affecting lease(s), and

¢ Any activity subsequent hereto of the principal as operator under a lease(s) 1ssued
pursuant 1o the Acts cited 1n this bond, and

Provided, Thai the surety may elect to terminate the addittonal coverage authorized
under this paragraph. Such termination will become effective 30 days after the BLM
receives notice of the election to terminate. After the termination becomes effective.
the additional interesi(s) idennfied in this paragraph will not be covered by this bond.
and

3 WHEREAS the principal and surety agree(s) that with notice to the surety that
this bond shall remain in full force and effect notwithstanding. Any assignment(s)
of an undivided 1nterest in any part or all of the lands in the lease(s) in which event
the assignee(s) shall be considered 10 be coprincipal(s) on an individual or NPR-A
bond as fully and to the same extent as though his/her or their duly. authenticated
signatures appeared thereon, and

4. WHEREAS the obligor/surety hereby waives any nght to notice of, and agrees
that this bond shall remain in full force and effect notwithstanding.

a Any assignment(s) of 100% of some of the lands described in the lease(s). the
bond to remain 1n full force and effect only as to the lands retained 1n the lease(s), and

b Any transfer(s) either in whole or in part. of any or all of the operating rights
and further agrees 1o remain bound under this bond as to the interests in the operat-
ing rights retained by the principal, and

¢ Any modification of a lease or-operaung right, or obligation thercunder, whether
made or effected by commitment of lease or operating right to unit, cooperative,
communiization or storage agreements, or development contracts, suspensions of oper-

auons or produchion. waivers. suspensions or changes i1n rental, mimmum royalty
and royalties, compensatory royalty payments. or otherwise, and

d. Any extension of a lease(s) covered by this bond, such coverage to continue
without any interruption due to the expiration of the term set forth in the lease(s): and

5 WHEREAS the principal and surcty hereby agree(s) that notwithstanding the ter-
rminaton, expiration, cancellation or relinquishment of any lease(s), whether by oper-
auon of law or otherwise. the bond shall remain in full force and effect as to the
terms and conditions of all remarning leases and obligations covered by the bond, and

6 WHEREAS the principal. as to any lease or part of a lease for land on which
he/she 1s the operator, in consideration of being permutted to furmish this bond in
licu of the lessee(s) or operating rights owner(s), agrees and by these presents does
hereby bind himself/herself 1o fulfill on behalf of each lessee or operating rights owner
all obligations of such for the entire leasehold in the same manner amd to the same
extent as though he/she were lessee or operaung rights owner, and

7. WHEREAS the obligor/principal and surety agree(s) that the neglect or forbear-
ance of saud lessor in enforcing. as against any responsible party, the payment of
renials or royalties or the performance of any other term or condition of the lease(s)
shall not, in any way, release the principal and surety. or either of them from any
liability under this bond: and

8. WHEREAS the principal and surety agree(s) that in the cvent of any default un-
der the lease(s) the lessor may commence and prosecute any claim, suit. or other
proceeding against the principal and surety or either of them, without the necessity
of joinmg the lessee(s). and

9 WHEREAS if the principal fails to comply with any provisions of an o1} and gas
lease, and the noncompliance continues for thirty (30) days afier wntien notice thereof,
such lease shall be subject to canceliation and the principal shall also be subject to
applicable provisions and penalties of the Federal O1l and Gas Royalty Management
Act (30U S C 1701 et seq ) or the Federal Onshore Oil and Gas Leasing Reform

Act. This provision shall not be construed to prevent the exercise by the United States —

of any other legal and equuable remedy, including waiver of the default.

i 10 NOW, THEREFOKE If said principal. his/her heirs, executors, admnistrators,

successors, or assigns shall n all respects faihfully comply with all of the prowi-
stons of the instrument(s) granting nights and interests in Federal lands referred to
above. then the obligations are to be void. otherwise to remain m full force and effect.

7th April

Signed this day of

2005 15 the presence of

NAMES AND ADDRESSES OF WITNESSES

BTEU"% C Marion enersy )

Marion Energi l;’c. @gﬂ
(L.S.)

4

(Pnincipal)

1196, Jorpesseq SGi£200, Mgijnney, Texas 75069

DBk {paais Lresny)

Molly Battenfield{ D2 ¢ £/ EM R

W. Russell Brown, Jr., Aﬂorﬁey-in-Fa fety) U.S. Specialty insurance Company
13403 Northwest Freeway, H n, Texas 77040 )

Diane E. Carey: ,(//é g// .

If this bond 1s executed by a corporauon, it ﬁ;car the seal of that corporation

y(Busmcss Address)

U.8. GOVERNMENT PRINTING OFFICE 1990 - 773-016



Bond No. B001632

Important Notice Regarding
Terrorism Risk Insurance Act of 2002

In accordance with the Terrorism Risk Insurance Act of 2002 (the “Act”),
this disclosure notice is provided for surety bonds on which U.S. Specialty
Insurance Company is the issuing surety.

The premium attributable to any bond coverage for “acts of terrorism” as
defined in Section 102(1) of the Act is Zero Dollars ($0.00).

The United States will reimburse the Issuing Sureties for ninety percent
(90%) of any covered losses from terrorist acts certified under the Act

exceeding the applicable surety deductible.

The actual coverage provided by your bond for acts of terrorism, as is true
for all coverages, is limited by the terms, conditions, exclusions, penalties,
limits, other provisions of your bond and the underlying contract, any
endorsements to the bond and generally applicable rules of law. This
Important Notice Regarding Terrorism Insurance Risk Act of 2002 is for
informational purposes only and does not create coverage nor become a part
or condition of the attached document. )

YOU SHOULD KNOW THAT COVERAGE PROVIDED BY THIS POLICY, IF
WRITTEN, FOR LOSSES CAUSED BY CERTIFIED ACTS OF TERRORISM,
WILL BE EXCLUDED IF THE U.S. GOVERNMENT FAILS TO ENACT AN
EXTENSION TO TRIA OR ENACTS CHANGES TO TRIA THAT
SUBSTANTIALLY CHANGE THE RISK OF LOSS THAT AN INSURER OR
POLICYHOLDER HAS ASSUMED.

The rest of this page is intentionally left blank.

IndemCo



POWER OF ATTORNEY PA001632
(To be used with bonds issued on behalf of U. S. SPECIALTY INSURANCE COMPANY)

Know All Men by These Presents That, U. S. SPECIALTY INSURANCE COMPANY (the “Company”), a corporation duly
organized and existing under the laws of the State of Texas, and having its principal office in Houston, Harris County, Texas, does by

these presents make, constitute and appoint
Edwin H. Frank ITI, W. Russell Brown, Jr.

its true and lawful Attorney-in-fact, with full power and authority hereby conferred in its name, place and stead, to execute,
acknowledge and deliver any and all bonds, recognizances, undertakings or other instruments or contracts of suretyship to
include riders, amendments, and consents of surety, providing the bond penalty does not exceed Three Million Dollars
($3,000,000) and to bind the Company thereby as fully and to the same extent as if such bonds were signed by the Executive Vice
President, sealed with the corporate seal of the Company and duly attested by its Secretary, hereby ratifying and confirming that the
said Attorney-in-Fact may do in the premises. Said appointment is made under and by authority of the following resolutions of the

Board of Directors of the U. S. Specialty Insurance Company:

Be it Resolved, that the President, any Vice-President, any Assistant Vice-President, any Secretary or any Assistant Secretary shall be and is hereby vested with full
power and authority to appoint any one or more suitable persons as Attorney(s)-in-Fact to represent and act for and on behalf of the Company subject to the following
provisions:

Attorney-in-Fact may be given full power and authority for and in the name of and of behalf of the Company, to execute, acknowledge and deliver, any and all bonds,
recognizances, contracts, agreements or indemnity and other conditional or obligatory undertakings and any and all notices and documents canceling or terminating the
Company’s liability thereunder, and any such instruments so executed by any such Attorney-in-Fact shall be binding upon the Company as if signed by the President
and sealed and effected by the Corporate Secretary.

Be it Resolved, that the signature of any authorized officer and seal of the Company heretofore or hereafter affixed to any power of attorney or any certificate velating
thereto by facsimile, and any power of attorney or certificate bearing facsimile signature or facsimile seal shall be valid and binding upon the Company with respect to
any bond or undertaking to which it is attached. (Adopted by unanimous written consent in lieu of meeting on July 7, 2003.)

In Witness Whereof, U. S. SPECIALTY INSURANCE COMPANY has caused these presents to be signed by its Executive Vice
President, and its corporate seal to be hereto affixed this 15% day of March, 2005.

U. S. SPECL

Corporate Seal
By

State of Texas

County of Harris SS; Edward H. Ellis, Jr., Executive Vice President

On this 15% day of March, 2005 before me personally came Edward H. Ellis, Jr., to me known, who, being by me duly swomn, did
depose and say, that he resides in Houston, Texas, that he is Executive Vice President of U. S. SPECIALTY INSURANCE
COMPANY, the company described in and which executed the above instrument; that he knows the seal of said Company; that the
seal affixed to said instrument is such corporate seal; that it was so affixed by order of the Board of Directors of said Company; and

that he signed his name thereto by like order. ﬂ .

Notgry Ssake.  SHERRI GIBSON f@(fr' Vn/, &4 Notary Public
R RES i ;
i * owy COMMISSION EXPI My commission expires Z G-11 ’g

i P per 17, 2005

I, Chnistopher L. Martin, Secretary of U. S. SPECIALTY INSURANCE COMPANY, do hereby certify that the above and foregoing
is a true and correct copy of a Power of Attorney, executed by said Company, which is still in full force and effect; furthermore, the

resolutions of the Board of Directors, set out in the Power of Attorney are in full force and effect.

Houston, Texas this _7th day of

In Witness Whereof, I have hereunto set my hand and affixed the seal of said Comy
April ,2005.

Corporate Seal

ChristWin, Secretary



STATE OF UTAH FORM 4A
DEPARTMENT OF NATURAL RESOURCES

Bond No, B001617 DIVISION OF OIL, GAS AND MINING

SURETY BOND

KNOW ALL MEN BY THESE PRESENTS:

That we (operator name) Marion Energy Inc. as Principal,
and
(surety name) U.S. Specialty insurance Company as Surety, duly authorized

and qualified to do business in the State of Utah, are held and firmly bound unto the State of Utah in the sum of:

One Hundred Fifty Thousand and no/100 doltars (3_$150,000.00 )
lawful money of the United States, payable to the Director of the Division of Oil, Gas and Mining, as agent of the State of Utah, for the use and
benefit of the State of Utah for the faithful payment of which we bind ourselves, our heirs, executors, administrators and successors, jointly and

severally by these presents.

THE CONDITION OF THIS OBLIGATION IS SUCH THAT, WHEREAS the Principal is or will be engaged in the drilling, redrilling, deepening,
repairing, operating, and plugging and abandonment of a well or wells and restoring the well site or sites in the State of Utah for the purposes of
oil or gas production and/or the injection and disposal of fluids in connection therewith for the following described land or well:

v Blanket Bond: To cover all wells drilled in the State of Utah
Individual Bond: Well No:
Section: Township: Range:
County: , Utah

NOW, THEREFORE, if the above bounden Principal shall comply with all the provisions of the laws of the State of Utah and the rules, orders and
requirements of the Board of Oil, Gas and Mining of the State of Utah, including, but not limited to the proper plugging and abandonment of wells
and well site restoration, then this obligation is void; otherwise, the same shall be and remain in full force and effect.

IN TESTIMONY WHEREOF, said Principal has hereunto subscribed its name and has caused this instrument to be signed by its duly authorized
officers and its corporate or notary seal to be affixed this

31 day of March 20 05

Marion Energy Inc.

(Corporate or Notary Seal here)

Principal (company name)

’ "'"‘”% MARYLOUHOER [ | By Ker) cpeks _vice Pee s\9ec cano

MY COMMISSION EXPIRES ’ Name (print)
August 28, 2005 ﬂ

Signature

IN TESTIMONY WHEREOF, said Surety has caused this instrument to be signed by its duly authorized officers and its corporate or notary seal
to be affixed this

31 day of MarCh - , 20 05

U.S. Specialty Insurance Company

urgty Company (Attach Power of Attorney)
Edwin H. Fran/ Attorney-in-Fact

(Corpdrate or Notary Seal here) By
Name (print) M\Tnbﬂ é z

Signature
13403 Northwest Freeway
Attestee:mm,goma{—— Date:if S\os Surety Mailing Address
' V Houston Texas 77040
City State Zip

(5/2002)



Bond No. B001617

Important Notice Regarding
Terrorism Risk Insurance Act of 2002

In accordance with the Terrorism Risk Insurance Act of 2002 (the “Act”),
this disclosure notice is provided for surety bonds on which U.S. Specialty
Insurance Company is the issuing surety.

The premium attributable to any bond coverage for “acts of terrorism” as
defined in Section 102(1) of the Act is Zero Dollars ($0.00).

The United States will reimburse the Issuing Sureties for ninety percent
(90%) of any covered losses from terrorist acts certified under the Act

exceeding the applicable surety deductible.

The actual coverage provided by your bond for acts of terrorism, as is true
for all coverages, is limited by the terms, conditions, exclusions, penalties,
limits, other provisions of your bond and the underlying contract, any
endorsements to the bond and generally applicable rules of law. This
Important Notice Regarding Terrorism Insurance Risk Act of 2002 is for
informational purposes only and does not create coverage nor become a part
or condition of the attached document.

YOU SHOULD KNOW THAT COVERAGE PROVIDED BY THIS POLICY, IF
WRITTEN, FOR LOSSES CAUSED BY CERTIFIED ACTS OF TERRORISM,
WILL BE EXCLUDED IF THE U.S. GOVERNMENT FAILS TO ENACT AN
EXTENSION TO TRIA OR ENACTS CHANGES TO TRIA THAT
SUBSTANTIALLY CHANGE THE RISK OF LOSS THAT AN INSURER OR
POLICYHOLDER HAS ASSUMED.

The rest of this page is intentionally left blank.

IndemCo



POWER OF ATTORNEY PA001617
(To be used with bonds issued on behalf of U. S. SPECIALTY INSURANCE COMPANY)

Know All Men by These Presents That, U. S. SPECIALTY INSURANCE COMPANY (the “Company”), a corporation duly
organized and existing under the laws of the State of Texas, and having its principal office in Houston, Harris County, Texas, does by

these presents make, constitute and appoint
Edwin H. Frank ITI, W. Russell Brown, Jr.

its true and lawful Attorney-in-fact, with full power and authority hereby conferred in its name, place and stead, to execute,
acknowledge and deliver any and all bonds, recognizances, undertakings or other instruments or contracts of suretyship to
include riders, amendments, and consents of surety, providing the bond penalty does not exceed Three Million Dollars
($3,000,000) and to bind the Company thereby as fully and to the same extent as if such bonds were signed by the Executive Vice
President, sealed with the corporate seal of the Company and duly attested by its Secretary, hereby ratifying and confirming that the
said Attorney-in-Fact may do in the premises. Said appointment is made under and by authority of the following resolutions of the

Board of Directors of the U. S. Specialty Insurance Company:

Be it Resolved, that the President, any Vice-President, any Assistant Vice-President, any Secretary or any Assistant Secretary shall be and is hereby vested with full
power and authority to appoint any one or more suitable persons as Attommey(s)-in-Fact to represent and act for and on behaif of the Company subject to the following

provisions:

Attorney-in-Fact may be given full power and authority for and in the name of and of behalf of the Company, to execute, acknowledge and deliver, any and all bonds,
recognizances, contracts, agreements or indemnity and other conditional or obligatory undertakings and any and all notices and documents canceling or terminating the
Company’s liability thereunder, and any such instruments so executed by any such Attorney-in-Fact shall be binding upon the Company as if signed by the President

and sealed and effected by the Corporate Secretary.

Be it Resolved, that the signature of any authorized officer and seal of the Company heretofore or hereafter affixed to any power of attorney or any certificate relating
thereto by facsimile, and any power of attorney or certificate bearing facsimile signature or facsimile seal shall be valid and binding upon the Company with respect to
any bond or undertaking to which it is attached. (Adopted by unanimous written consent in lieu of meeting on July 7, 2003.)

In Witness Wkereof. U. S. SPECIALTY INSURANCE COMPANY has caused these presents to be signed by its Executive Vice
President, and its corporate seal to be hereto affixed this 15 day of March, 2005.

U. S. SPECI
By

Corporate Seai

State of Texas

County of Harris ss: Edward H. Ellis, Jr., Executive Vice President

On this 15® day of March, 2005 before me personally came Edward H. Ellis, Jr., to me known, who, being by me duly sworn, did
depose and say, that he rtesides in Houston, Texas, that he is Executive Vice President of U. S. SPECIALTY INSURANCE
COMPANY, the company described in and which executed the above instrument; that he knows the seal of said Company; that the
seal affixed to said instrument is such corporate seal; that it was so affixed by order of the Board of Directors of said Company; and

that he signed his name thereto by like order.

Notgry Seale,  SHERRIGIBSON
e N EXPIR 2t ot

I, Christopher L. Martin, Secretary of U. S. SPECIALTY INSURANCE COMPANY, do hereby certify that the above and foregoing
is a true and correct copy of a Power of Attorney, executed by said Company, which is still in full force and effect; furthermore, the
resolutions of the Board of Directors, set out in the Power of Attorney are in full force and effect.

Houston, Texas this 31st  day of

In Witness Whereof, I have hereunto set my hand and affixed the seal of said Com
March ,2005.

Corporate Seal

e} L. Martin, Secretary



APR-07-2005 THU 08:21 AM °IL, GAS & HINING FAX NO. 801 359 3940 P, 02
Bond No. B001617R04-05-05
RECEIVED
SURETY RIDER APR 06 2009

DIV. OF 1L, GAS & MINING

To be attached to and form a part of Bond No. B001617 on behalf of
Marion Energy Inc. , as principal and executed by
U.S. Specialty Insurance Company , as surcty.

Effective date of bond: March 31, 2005
Effective date of change: March 31, 2005

In consideration of the mutual agreement herein contained, the principal and
the surety hereby consent to the following changes:

'I'he penalty amount of the bond has changed from:

$150,000.00

$120,000.00

Nothing herein contained shall vary, alter, or extend any provision or
condition of this bond except as herein expressly stated.

SIGNED, SEALED AND DATLD TIIIS: Apnil 5, 2005

State of Utah
Dept. of Natural Resources

Division of Oil. Gas and Mining U.S. Specialty Insurancc Company

Namc of Obligee Nm ‘
Fpulie &LA¢LQQ / 4/\ N e
Signature Signature

EARLENE RUSSELL
ENCINEERINGC TECHNICIAN,BONDINC

Name and title of person
executing for Principal

/ _\/"* -
W . Russcl] Brovaf, Jr. Attorncy-in-i:’é';:'i"' B

Name and title of person
execuling for Surety



Bond No. B001617R04-05-05
RECEIVED

SURETY RIDER APR 06 2005

DIV. OF OIL, GAS & MINING

To be attached to and form a part of Bond No. B001617 on behalf of
Marion Energy Inc. , as principal and executed by
U.S. Specialty Insurance Company , as surety.

Effective date of bond: March 31, 2005
Effective date of change: March 31, 2005

In consideration of the mutual agreement herein contained, the principal and
the surety hereby consent to the following changes:

The penalty amount of the bond has changed from:

$150,000.00

$120,000.00

Nothing herein contained shall vary, alter, or extend any provision or
condition of this bond except as herein expressly §tated.

SIGNED, SEALED AND DATED THIS: April 5, 2005

State of Utah
Dept. of Natural Resources
Division of Qil, Gas and Mining U.S. Specialty Insurance Company

Name of leigee Wre .

Signature Signature
EARLENE RUSSELL
ENGINEERING TECHNICIAN,BONDING W. Russell Brovaf, Jr. Attorney-in-Fact -

Name and title of person Name and title of person
executing for Principal executing for Surety




POWER OF ATTORNEY PA001617
(To be used with bonds issued on behalf of U. S. SPECIALTY INSURANCE COMPANY)

Know All Men by These Presents That, U. S. SPECIALTY INSURANCE COMPANY (the “Company”), a corporation duly
organized and existing under the laws of the State of Texas, and having its principal office in Houston, Harris County, Texas, does by
these presents make, constitute and appoint

Edwin H. Frank III, W. Russell Brown, Jr.

its true and lawful Attorney-in-fact, with full power and authority hereby conferred in its name, place and stead, to execute,
acknowledge and deliver any and all bonds, recognizances, undertakings or other instruments or contracts of suretyship to
include riders, amendments, and consents of surety, providing the. bond penalty does not exceed Three Million Dollars
($3,000,000) and to bind the Company thereby as fully and to the same extent as if such bonds were signed by the Executive Vice
President, sealed with the corporate seal of the Company and duly attested by its Secretary, hereby ratifying and confirming that the
said Attorney-in-Fact may do in the premises. Said appointment is made under and by authority of the following resolutions of the
Board of Directors of the U. S. Specialty Insurance Company:

Be it Resolved, that the President, any Vice-President, any Assistant Vice-President, any Secretary or any Assistant Secretary shall be and is hereby vested with full
power and authority to appoint any one or more suitable persons as Attomey(s)-in-Fact to represent and act for and on behalf of the Company subject to the following
provisions:

Attorney-in-Fact may be given full power and authority for and in the name of and of behalf of the Company, to execute, acknowledge and deliver, any and all bonds,
recognizances, contracts, agreements or indemnity and other conditional or obligatory undertakings and any.and all notices and documents canceling or terminating the
Company’s liability thereunder, and any such instruments so executed by any such Attorney-in-Fact shall be binding upon the Company as if signed by the President
and sealed and effected by the Corporate Secretary.

Be it Resolved, that the signature of any authorized officer and seal of the Company heretofore or hereafier affixed to any power of attorney or any certificate relating
thereto by facsimile, and any power of attorney or certificate bearing facsimile signature or facsimile seal shall be valid and binding upon the Company with respect to
any bond or undertaking to which it is attached. (Adopted by unanimous written consent in lieu of meeting on July 7, 2003.)

In Witness Whereof, U. S. SPECIALTY INSURANCE COMPANY has caused these presents to be signed by its Executive Vice
President, and its corporate seal to be hereto affixed this 15" day of March, 2005.

Corporate Seal U. S. SPECIALLY 1N

By (D
\

State of Texas
County of Harris ss: Edward H. Ellis, Jr., Executive Vice President

On this 15" day of March, 2005 before me personally came Edward H. Ellis, Jr.,, to me known, who, being by me duly swom, did
depose and say, that he resides in Houston, Texas, that he is Executive Vice President of U. S. SPECIALTY INSURANCE
COMPANY, the company described in and which executed the above instrument; that he knows the seal of said Company; that the
seal affixed to said instrument is such corporate seal; that it was so affixed by order of the Board of Directors of said Company; and
that he signed his name thereto by like order.

SHERRI GIBSON _ , /74 @é 4 Notary Public
m‘ . . - 3
WY COMMISSIOP My commission expires [ 0-11 ’5

October 17, 2005

Notgry, S

I, Chnistopher L. Martin, Secretary of U. S. SPECIALTY INSURANCE COMPANY, do hereby certify that the above and foregoing
is a true and correct copy of a Power of Attorney, executed by said Company, which is still in full force and effect; furthermore, the
resolutions of the Board of Directors, set out in the Power of Attorney are in full force and effect.

In Witmess Whereof, I have hereunto set my hand and affixed the seal of said Com Houston, Texas this 31st  day of

March ,2005.

Corporate Seal

ef L. Martin, Secretary
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STATE OF UTAH
DEPARTMENT OF NATURAL RESOURCES

DIVISION OF OIL, GAS AND MINING

FORM 3

AMENDED REPORT []

(highlight changes)

5. MINERAL LEAGE NO 5. SURFACE.
APPLICATION FOR PERMIT TO DRILL FEE-BH-61504 | Fee

1A TYPE OF WORK DRILLE]  REENTER [  DeePeN [] 7 P INDIAN. ALLOTTEE OR TRIBE NAME

g TypEOFWELL OIL [] GAS OTHER CBM 8 UNIT or CA AGREEMENT NAME:

SINGLE ZONE MULTIPLE ZONE [—_;]/

2. NAME OF OPERATOR:
Marion Energy, Inc.

9. WELL NAME and NUMBER:

Cordingly Canyon # 11-1

/

3. ADDRESS OF OPERATOR:

119 S. Tennessee # 20C ., McKinney

e TX

PHONE NUMBER:

70 FIELD AND POOL, OR WILDCAT: '
o 20 (972) 540 967 PEPR LU (S« Qe Cf

4. LOCATION OF WELL (FOOTAGES)

512511X

11. QTR/IQTR, SECTION, TOWNSHIP, RANGE,
MERIDIAN:

AT SURFACE: 153928l FWL 77329' FSL/SW/4 ¥ %q..lq? . SESW 1" 138 1OE
AT PROPOSED PRODUCNG ZONE:  1539.28' FWL,773.29"FSL/SW/4
14. DISTANCE IN MILES AND DIRECTION FROM NEAREST TOWN OR POST OFFICE: 12. COUNTY: 13. STATE:
Approximately 2 miles Nor't\ East of Kenilworth / Carbon UTAR
15. DISTANCE TO NEAREST PROPERTY OR LI E LINE (FEET) 16. NUMBER OF ACRES IN JEASE: 17. NUMBER OF ACRES ASSIGNED TO THIS WELL:
773.29ft ai / 3000 160
18. DISTANCE TO NEAREST WELL (DRILLING, COMPLETED, OR 19. PROPOSED DEPJH: 20. BOND DESCRIPTION:
APPLIED FOR) ON THIS LEASE (FEET)
3925ft \ / 5,670 Surety Bond # B001632
21. ELEVATIONS (SHOW WHETHER DF, RT, GR, ETC.): 22. APPROXINATE DATE WORK WILL START: 23. ESTIMATED DURATION:
7069.7 GR \ 3N 5/]&?6 2 weeks
24. %OPOSED CA;‘G AND CEMENTING PROGRAM
SIZE OF HOLE CASING SIZE, GRADE, AND WEIGHT PER FO&I’ SETTMG DEPTH CEMENT TYPE, QUANTITY, YIELD, AND SLURRY WEIGHT
12 1/4 8 5/8 J-55 2 / 570 | Prem. G, 282 sacks 1.25 cu.ft/sk 14.2/gal.
77/8 51/2 J-55 17 5,670 | Stugel:50/50 Poz 488 sacks 1.25cu.ft'sk  14.2 #/gal.
N / \ DU Tool @ +/- 3323
N/ . |Stage2:Prem.Lite  226sacks 3.82cufusk  11#/gal
g
RS AN
; N
~NY O\\ N
= N
2 AN ATTACHMENTS

VERIFY THE FOLLOWING ARE ATTACHED J ACCORDANCE WITH THE UTAH OIL AND GAS CONSERVATION GENERAL RULN/

Z WELL PLAT OR MAP PREPAR

D EVIDENCE OF DIVISION OF/WATER RIGHTS APPROVAL FOR USE OF WATER

BY LICENSED SURVEYOR OR ENGINEER

m COMPLETE DRILLING PLAN

D FORM 5, IF OPERATOR IS PERSON OR COMPANY OTHER THAN THE LEASE OWNER

NAME (PLEASE PR|NT))4 Qlark/ ff@-\X (\\ mme VP Land
SIGNATURE : E“\%‘J DATE 3 o / a4
(This space for State use only)
4300931070 MAR 2 §
API NUMBER ASSIGNED: ‘ C APPROVAL: 2006

(11/2001)

(See Instructions on Reverse Side)



R a n g e 7 0 E ast %hof %lteﬁogéotion was determined using a Trimble 5700

GPS survey grade unit.

| Basis of Bearing:
The Basis of Bearing is GPS Measured.
7 7 GLO Be,aring:
The Bearings indicated are per the recorded plat obtained
from the U.S. Land Office.
Basis of Elevation: .
Basis of Elevation of 6682 being at the Southeost Section
~ Corner of Section 14, Township 13 South, Range 10 East,
o Salt Lake Base and Meridign, as shown on the Helper
& Quadrangle 7.5 minute series map.
< 2 Descm;ption of Location:
—~ N  Propose Drill Hole” located in the SE/4 SW/4 of Section 11,
?  T13S, R10E, S.L.B.&M., being 773.29" North and 1539.28" East
3 WELL LOCATION IS w from the Southwest Section Corner of Section 11, T13S, R10E,
o 1539.28' | ALCULATED USING ;% Salt Lake Base & Meridian.
%) CORDINGLY GLO's (10/10/1979) £ Surveyor's Certificate:
CANYON #“'l. . 2 |, Albert J. Spensko, a Registered Professional
ELEV. 7069.7 o]
: : Qg Land Surveyor, holding Certificate 146652
™ UTM pg State of Utah, do hereby certify that the
™~ Eé%%‘ész% ~ y information on this drawing is a true and
~ Z: S89°52 28 - 5253.75) ,_& accurate survey based on data of record and
Q'?g P« b ) was conducted under my personal direction
e o and supervision as shown hereon.
2 Tg
Koy
N w
N ~
SE<s 3 .
E g [+ o]
< R
o % w0 TALON RESOURCES, INC.
B~ & > 195 North 100 West 2.0, Bax 1239
w o Phons (056575310 Fax (0356875311
" g E-Mal alon @ otvaet
3 4
- -
é I@) Marion Energy Inc.
(N89°36'W - 2643.96') (N89°50'W - 2665.7L4")
egend
_LJ_I'\T ) [S89°4I'I8"E - 5308.30' | Cordingly Canyon #11-1
@®  Drill Hole Location NOTES: Section 11, T13S, R10E, S.L.B.&M.
1. UTM and Latitude / Longitude Coordinat: Carbon County, Utah
Metal Cap (Found) are derj\?er:i usci|nI uoe (495 og\ggh%n%erog;dmgr:s m% Treced By
O Brass Cap (Searched for, but not found) shown in NAD 27 Datum. N. BUTKOVICH L.W;:;{AJ.S.
- No.
A Calculated Corner [LAT 7 LONG GRAPHIC SCALE e 3/24/06
() 39°42'17.820°N il A-1 .
6L 110°4,6'20.209°W (N FEET ) T
[_GPS Megsured | 1 inch = 1000 ft. o 1« 4 2395




WORKSHEET
APPLICATION FOR PERMIT TO DRILL

APD RECEIVED: 03/29/2006

WELL NAME: CORDINGLY CYN 11-1
OPERATOR : MARION ENERGY INC ( N2740 )
CONTACT: KERI CLARKE
PROPOSED LOCATION:
SESW 11 1308 100E
SURFACE: 0677 FSL 1514 FWL
BOTTOM: 0677 FSL 1514 FWL
COUNTY : CARBON
LATITUDE: 39.70443 LONGITUDE: -110.7724
UTM SURF EASTINGS: 519508 NORTHINGS: 4394768
FIELD NAME: UNDESIGNATED ( 2 )
LEASE TYPE: 4 - Fee
LEASE NUMBER: FEE
SURFACE OWNER: 4 - Fee

API NO. ASSIGNED: 43-007-31070

PHONE NUMBER: 972-540-2967

INSPECT LOCATN BY: / /

Tech Review Initials Date
Engineering Y>p<J£> 5;{(3/(ka
Geology

Surface

PROPOSED FORMATION: FRSD

COALBED METHANE WELL? YES

RECEIVED AND/OR REVIEWED:

LOCATION AND SITING:

V4 Plat R649-2-3.
v~ Bond: Fed{[] Ind[] Stal] Feel] Unit :
] (No. B001617 )
pJ Potash (Y/N) R649-3-2. General
\1 0il Shale 190-5 (B) or 190-3 or 190-13 Siting: 460 From Qtr/Qtr & 920' Between Wells
«/ _ Water Permit v/ _ R649-3-3. Exception
(No. PRRV ) 1114 ,
Drilling Unit
ﬁi RDCC Review (Y/N) - d
Board Cause No:
(Date: )
Eff Date:
74 Fee Surf Agreement /g)/N) Siting:
44 Intent to Commingle (Y/N) R649-3-11. Directional Drill
COMMENTS : I\l—ud\S@Jé{ b (O‘FZ‘J?'OQ)
STIPULATIONS: lzrﬁmuw Y
- J
2- Srsmmppure OF Roas




T13S R10E

CORDINGLY CYN 11-t

HELPER HIELD

OPERATOR: MARION ENERGY INC (N2740)

SEC: 11 T.13S R.10E

FIELD: UNDESIGNATED (002)

COUNTY: CARBON

SPACING: R649-3-3 / EXCEPTION LOCATION

Field Status

] ABANDONED

] ACTIVE

[—] COMBINED

] INACTIVE

[] PROPOSED
STORAGE

[ TERMINATED

Unit Status
EXPLORATORY
GAS STORAGE
NF PP OIL
NF SECONDARY

[ JPENDING

JriolL

3 PP GAS
PP GEOTHERML

[ rrOIL
SECONDARY

1 TERMINATED

Wells Status

g @D O X ¢ OO OX

GAS INJECTION

GAS STORAGE
LOCATION ABANDONED
NEW LOCATION
PLUGGED & ABANDONED
PRODUCING GAS
PRODUCING OIL
SHUT-IN GAS

SHUT-IN OIL

TEMP. ABANDONED
TEST WELL

WATER INJECTION
WATER SUPPLY

' WATER DISPOSAL

DRILLING

¥ ¥

I\,
N\
M
/_ 0 S —

Utah Oil Gas and Mining

N

S

-

PREPARED BY: DIANA WHITNEY

DATE: 2-MAY-2006




ON-SITE PREDRILL EVALUATION
Division of 0il, Gas and Mining

OPERATOR: Marion Energy, Inc.
WELL NAME & NUMBER: Cordingly Canyon 11-1

API NUMBER: 43-007-31070
LEASE: [Ffee FIELD/UNIT:
LOCATION: 1/4,1/4 SESW Sec: 11 TWP: 135 RNG: 10E 677 FSL 1514 FWL

LEGAL WELL SITING: 460 F SEC. LINE; 460 F 1/4,1/4 LINE; 920 F KNOTHER WELE.
GPS COORD (UTM): X= 519502 E; Y= 4394770 N SURFACE OWNER: American Electric
Power.

PARTICIPANTS
M. Jones (DOGM), Doug Endsley, Erik Norton, Scott Jacoby, Ben Evans
(Marion), Gayla Williams (Carbon County), Nelson Kidder and Tonya
Hammond (AEP).

REGIONAL/LOCAL SETTING & TOPOGRAPHY

Proposed well is located in Cordingly Canyon ~2 miles northeast of
Kenilworth, Carbon County, Utah. The topography is steep and rocky. The
immediate area surrounding the proposed well is old 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, ~7.5 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.

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

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

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

ENVIRONMENTAL PARAMETERS

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

FLORA/FAUNA: Sagebrush, pinion-juniper community, oak Dbrush, deer,
rodents, fowl.

SOIL TYPE AND CHARACTERISTICS: Rocky clay.

SURFACE FORMATION & CHARACTERISTICS:

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 required.

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-surveying
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
5/8/2006.




ATTACHMENTS

Photos of this location were taken and placed on file.

Mark L. Jones April 25 / 1:00 pm
DOGM REPRESENTATIVE DATE/TIME




Evatuation Ranking Criteria and Ranking ¢ .re
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 0Oil 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

20

Ranking

(Level

S S

Site Ranking

15

Sensitivity)

Sensitivity Level | = 20 or more; total containment is required, consider criteria for excluding pit use.

Sensitivity Level 11 = 15-19; lining is discretionary.

Sensitivity Level 11l = below 15; no specific lining is required .




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

STATEMENT OF BASIS
OPERATOR: Marion Energy, Inc.
WELL NAME & NUMBER: Cordingly Canyon 11-1
API NUMBER: 43-007-31070

LOCATION: 1/4,1/4 SESW Sec:11 TWP: 13 S RNG: 10E 677 FSL 1514 FWL

Geology/Ground Water:

It is unlikely that significant volumes of hi vality ground water will be encountered at this location. A
poorly permeable soil is most likely to be developed on the Upper part of the Blue Gate Member of the Mancos
Shale although there may be some lowest beds of the Blackhawk Formation to be penetrated. It is unlikely that
any of these are 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 water right has been
filed within a mile of the location. Nearby mines are all involving coals higher in the Blackhawk section.

Reviewer: Christopher J. Kierst Date: 5/11/2006

Surface:

Proposed well is located in Cordingly Canyon ~2 miles northeast of Kenilworth, Carbon County, Utah. The
topography is steep and rocky. The immediate area surrounding the proposed well is old 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, ~7.5 miles south.
Dry washes are common throughout the area. The location was moved south ~100 feet during the on-site to better-
fit topography and pull the pad and access out of the drainage on the north. Other issues talked about were; location
layout, lining the reserve pit, access and right-of-ways, as well as concerns and potential concerns of the local county
egovernment and the surface owners. M. Jones (DOGM). Doug Endsley, Erik Norton, Scott Jacoby, Ben Evans

(Marion), Gayla Williams (Carbon County), Nelson Kidder and Tonya Hammond (AEP).

Reviewer: Mark L. Jones Date: May 8, 2006

Conditions of Approval/Application for Permit to Drill:

1. A synthetic liner with a minimum thickness of 12 mils shall be properly installed and maintained in the reserve
pit.

2. Provide adequate drainage and erosion protection for the location and existing drainages.

3. Pad construction and layout, and access change (from the south side of pad) as discussed during pre-site visit, all
reflected in new APD cover sheet dated 5/3/2006.
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05-06 Marion Cordingly C, .. 11-1

Casing Schematic
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Well name:

Operator: Marion Energy Inc
String type:  Surface

Location: Carbon County

05-06 Marion Cordingly Cyn 11-1

Project ID:
43-007-31070

Design parameters:

Collapse
Mud weight: 8.400 ppg

Design is based on evacuated pipe.

Burst
Max anticipated surface
pressure: 502 psi
Internal gradient: 0.120 psi/ft
Calculated BHP 570 psi
No backup mud specified.
Run Segment Nominal
Seq Length Size Weight
(ft) (in) (Ibs/ft)
1 570 8.625 24.00
Run Collapse Collapse Collapse
Seq Load Strength Design
(psi) (psi) Factor
1 249 1370 5.508
Prepared Clinton Dworshak
by: Utah Div. of Oil & Mining
Remarks:

Minimum design factors: Environment:
Collapse: H2S considered? No
Design factor 1.125 Surface temperature: 75 °F
Bottom hole temperature: 83 °F
Temperature gradient: 1.40 °F/100ft
Minimum section length: 500 ft
Burst:
Design factor 1.00 Cement top: Surface
Tension: Non-directional string.
8 Round STC: 1.80 (J)
8 Round LTC: 1.80 (J)
Buttress: 1.60 (J)
Premium: 1.50 (J)
Body yield: 1.50 (B) Re subsequent strings:
Next setting depth: 5,670 ft
Tension is based on buoyed weight. Next mud weight: 8.600 ppg
Neutral point: 498 ft Next setting BHP: 2,533 psi
Fracture mud wt: 19.250 ppg
Fracture depth: 570 ft
Injection pressure 570 psi
End True Vert Measured Drift Internal
Grade Finish Depth Depth Diameter  Capacity
(ft) () (in) ()
J-55 ST&C 570 570 7.972 274
Burst Burst Burst Tension  Tension Tension
Load Strength Design Load Strength Design
{psi) {psi) Factor (Kips) (Kips) Factor
570 2950 5.18 12 244 20.41J

Phone: 801-538-5280
FAX: 801-359-3940

Date: May 16,2006
Salt Lake City, Utah

Collapse is based on a vertical depth of 570 ft, a mud weight of 8.4 ppg The casing is considered to be evacuated for collapse purposes.
Collapse strength is based on the Westcott, Dunlop & Kemler method of biaxial 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: 05-06 Marion Cordingly Cyn 11-1

Operator: Marion Energy Inc

String type:  Production Project ID:
43-007-31070

Location: Carbon County

Design parameters: Minimum design factors: Environment:

Collapse Collapse: H2S considered? No
Mud weight: 8.600 ppg Design factor 1.125 Surface temperature: 75 °F
Design is based on evacuated pipe. Bottom hole temperature: 154 °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: 569 psi
Internal gradient: 0.346 psi/ft Tension: Non-directional string.
Calculated BHP 2,533 psi 8 Round STC: 1.80 (J)
8 Round LTC: 1.80 (J)
No backup mud specified. Buttress: 1.60 (J)
Premium: 1.50 (J)
Body yield: 1.50 (B)
Tension is based on buoyed weight.
Neutral point: 4931 ft
Run Segment Nominal End True Vert Measured Drift Internal
Seq Length Size Weight Grade Finish Depth Depth Diameter  Capacity
(t) (in) (Ibs/ft) () (ft) (in) (ft))

1 5670 55 17.00 J-55 ST&C 5670 5670 4,767 195.4
Run Collapse Collapse Collapse Burst Burst Burst Tension  Tension Tension
Seq Load Strength Design Load Strength Design Load Strength Design

(psi) {psi) Factor {psi) (psi) Factor (Kips) (Kips) Factor

1 2533 4910 1.938 2533 5320 210 84 229 273J

Prepared  Clinton Dworshak Phone: 801-538-5280 Date: May 16,2006
by: Utah Div. of Oil & Mining FAX: 801-359-3940 Salt Lake City, Utah
Remarks:

Collapse is based on a vertical depth of 5670 ft, a mud weight of 8.6 ppg The casing is considered to be evacuated for collapse purposes.
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.



JON M. HUNTSMAN, JR.
Governor

GARY R. HERBERT
Lieutenant Governor

State of Utah May 19, 2006

Department of
Natural Resources

MICHAEL R. STYLER
Executive Director

Marion Energy, Inc.

Division of 119 S Tennessee, Ste. 200
0Oil, Gas & Mining McKinney, TX 75069
JOHN R. BAZA

Division Director

Re: Cordingly Canvyon 11-1 Well, 677' FSL, 1514’ FWL, SE SW, Sec. 11,
T. 13 South, R. 10 East, Carbon County, Utah

Gentlemen:

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

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

This approval shall expire one year from the above date unless substantial and
continuous operation is underway, or a request for extension is made prior to the
expiration date. The API identification number assigned to this well is 43-007-31070.

Sincerely,
Gil Hunt |
Associate Director

pab

Enclosures

cc: Carbon County Assessor

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 Canvon 11-1

API Number: 43-007-31070

Lease: Fee

Location: SE SW Sec. 11 T. 13 South R. 10 East
Conditions of Approval

1. General

Compliance with the requirements of Utah Admin. R. 649-1 ef 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:
e 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 Conditions of Approval/Application for Permit to Drill outlined in
the Statement of Basis. (Copy Attached)

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



DIVISION OF OIL, GAS AND MINING

SPUDDING INFORMATION

Name of Company: MARION ENERGY INC
Well Name: CORDINGLY CYN 11-1
Api No: 43-007-31070 Lease Type: FEE

Section_11 Township__13S  Range 10E  County CARBON

Drilling Contractor _ BEEMAN BROS DRILLING RIG #

SPUDDED:
Date 5/24/06
Time
How DRY

Drilling will Commence:

Reported by DOUG ENDSLEY

Telephone # (972) 574-9001

Date 06/01/2006 Signed CHD




STATE OF UTAH

DEPARTMENT OF NATURAL RESOURCES
DIVISION OF OIL, GAS AND MINING

FORM 6

ENTITY ACTION FORM

Operator: Marion Energy Inc. Operator Account Number: N 2740
Address: 119 S. Tennessee, Ste. 200
city McKinney
state TX zip 75069 Phone Number: (972) 540-2967
Well 1
API Number Well Name QQ Sec | Twp | Rng County
4300731070 Cordingly Canyon #11-1 SESwW| 1 138 10E Carbon
Action Code Current Entity New Entity Spud Date Entity Assignment
Number Number Effective Date
A 99999 /5432 5/30/2006 4/ 5 /06
C ts: e
ommen /: /L‘ S b - /<
Well 2
APl Number Well Name QQ | Sec | Twp | Rng County
4300731167 Cordingly Canyon #15-5 SENE 15 138 10E Carbon
Action Code Current Entity New Entity Spud Date Entity Assighment
Number Number Effective Date
A 99999 (5433 5/18/2006 C/15 /06
Comments: f/@" ,\
Well 3 /71.5 -007-21/ 7/
APl Number Well Name QQ Sec | Twp | Rng County
-—4366F34- Ballpark Canyon #16-2 SESW| 16 13S 10E Carbon
Action Code Current Entity New Entity Spud Date Entity Assignment
Number Number Effective Date
A 99999 /545 4 5/22/2006 G/ 15/06
Comments: . _
FRSD — [
ACTION CODES: I
A - Establish new entity for new well (single well only) Benjamin Evans
B - Add new well to existing entity (group or unit well) Name (Please Print) -
C - Re-assign well from one existing entity to another existing entity ) é T
D - Re-assign well from one existing entity to a new entity, ignature -
E - Other (Explain in ‘comments’ section) R EC EiVE andman 6/9/2006
itle Date

(6/2000)

JUN 12 2008

DIV. OF OIL, GAS & MINING




STATE OF UTAH FORM &
DEPARTMENT OF NATURAL RESOURCES

DIVISION OF OIL, GAS AND MINING § FARE TR B Too W) PR HATPEF.
FEE-BH-51504

& & AR ROTTEE CR TR SE MAWE

SUNDRY NOTICES AND REPORTS ON WELLS

T AT or CA ACREEWENT NANE
fio 0t wme Tyt o K pOLnan X 3 e el Gy Seemer sanioyg by ta o (Ui C UL FOm SIS cten TAaged me d o7 LG
T WrIONGK 2R L AFVUNCA TICN FUR FERWT TO DRaLL 10 bor 3uen ragase

1 TPECE AT . v CBM 8 ELL NAWE 3 NOMAER
onwete [0 caswen OTHER Cordingly Canyon 11-1
I NAME UF CSERATIR 3 AP WAZR
Marion Energy, Inc Y 3-c07-3/07%0
7 ALOE R, LY LT PHAE NOWESR 3 PELDAM KT (M XAT
119 80 Tennessee §200 MeKinnay X 75069 (872) $40-2967 Helper
4 LOLATICR CF ML
rooTeges a1 weoay O77.50 A FSL 1514 73 ft FWL et Carbon
GTRALTR, SECTCR TOMMNER S Aance wrRan SESW 11 135S 10 STATE
UTAH
0 CHECK APPROPRIATE BOXES TO INDICATE NATURE OF NOTICE, REPORT, OR OTHER DATA
TYPE OF SUBMISSION TYPE OF ACTION
[ noixe or sienT O sox G [J sererrcrate cursent rorwanes
1300 11 DheAcam) 0 wrercasw [ reacion vewas 3 sovrwexromra v
Aoaria e A o wl St [ camocreran [ »eeconstruction [] revrcamocanvoon
[ owest 1ommentes suans [ wemaron crnwecs [] rerreras
O ownssrmea [0 swsacsanoo O verosaase
E £ BSE(eNT REFORT D CHAMCE VELL HAME D PLUG BATX D WATER M SPCAN
{Suterat Origeiad Form Crty)
[0 owesewi siatss [ sreoxcmonantrosmn O warersarest
Cwm of won romcen
_ [ ccwursieracoucss avarcns [[] recrauanonor weLL sTE 1 -~ Spud Sundry
512712006 [ cornvent we rvee [ recommere - orveme romancn

1 DESCRIBE PROPOSED OR COMFLE TED OFFRATIONS  Oearly thow al 0t trent 0t reaudng odies Jeprs w3 mes ¢

MIRU Bob Beeman Driling on §24/06. Dnli 12 1/4” hole {0 530" Ran 12 jounts of B 5/8, 24 # J-55 casing set at 525 Cemented
with 219 sacks of Class "G" with 2% CaCl and 1/4 # fsk of Fiowcele. Plug down at 2 45pm S727/06.

NAME (7 FARE FR; Endsiey mme VP Operabons
SENATURE — Mﬂ/ CATE 5/27:’2006
‘) |
g 7
(Thas space for Atsie una enly} (_,/
(H20a0) (Fants e eners o Faverse fuxe)

RECEIVED
JUL 06 2006
DIV. OF OIL, GAS & MINING



STATE OF UTAH

DEPARTMENT OF NATURAL RESOURCES

AMENDED REPORT []
(highlight changes)

FORM 8

™
[
1=

DIVISION OF OIL, GAS AND MINING 5. LEASE DESIGNATION AND SERIAL NUMBER:
. FEE-BH-61504
6. IF INDIAN, ALLOTTEE OR TRIBE NAME
WELL COMPLETION OR RECOMPLETION REPORT AND LOG
te. TYPE OF WELL: o ] “egsu. ] oxr L] orrer CBM 7. LINIT or CA AGREEMENT NAME
B. FYPE OF WORK: 3. WELL NAME and NUMBER:
O O F0O B0 Rk otHER Cordingly Canyon 11-1
) nnnic_:ropﬁ'iAm 9. AP NUMBER:
Marion Eneray, Inc. 4300731070
3. ADDRESS OF CPERATOR: ‘ PHONE NUMBER: 10 FIELD AND POOL, OR WILDCAT
119 8. Tennessee #200 o McKinney siate TX  zr 75069 (972) 540-2967 Helper
4. LOCATION OF WELL (FOOTAGES) 11. GTRIGTR. SECTION, TOWNSHIP, RANGE,
arsurrace 677.50° FSL,1514.73 FWL | sesw 11 13s 10E
AT TOP PRODUCING INTERVAL REPORTED BELOW:  677.50' FSL,1514.73 FWL
12, COUNTY 13. STATE
ST FOTAL DEPTH: Carbo n UTAH
. DAJE SPUDDED: 15. DATETD. REACHER: ] 16 DATE COMPLETED: ;7 | 17- ELEVATIONS (DF, RKB, R, L)
572472006 6/11/2006 713112006 saanoonen [] - Ready To propuce 7060 GR
1. FOTALOEFTH, W0 19. PLUG BACKTD.. MD 20. IF MULTIPLE COMPLETIONS, HOW MANY? * | 21. omgérmss D
o 5,580 ™o 5,520 " w
ZZ. TYFE ELECTRIC AND OTHER MECHANICAL LOGS RUN (Submit copy of each) 2.
Cased Hole CNL WAS WELL CORED? vopl ves[]  tsowmtanayss)
CBL W/ CCL WAS DST RUN? vof/]l  ves[]  (submitrepo
DIRECTIONAL SURVEY? NO ves[ ]  (sumitcopy)
4. CASING AND LINER RECORD {Report all strings set in well)
HIDUE SIZE SEZEGRADE WEIGHT (#t) TOP (MD) BOTTOM (MD) | STACE CEN N TR | U T wﬁ:ﬂ"&?&) CEMENTTOP* | AMOUNT PULLED
12 14" 858" J-55 24# 0 525 "G 219 Surface
7718 512" J-55 17# Y] 5,680 Gt 412 Surf Calc
50/50 280
25 TUEENG RECORD
SIZE DEPTH SET (MD) | PACKER SET (MD) SIZE DEPTH SET (WD} | PACKER SET (MD) SizE DEPTH SET(MD) ] PACKER SET (MD)
278" 5,325
2% PRODUCING INTERVALS 27. PERFORATION RECORD b
FORMATION NAME TOP (MD) BOTIOM(MD) ] TOP (VD) ] BOTTOM (TvD) ]  INTERVAL (TopBat- MD) SIZE ] NO. HOLES PERFORATION STATUS.
&% Fesron 5,260 5,394 5,260 5,293] .43 64 {open Squeezed []
) 5,318 5348] .43 | 52 [oven b/l saveezea | ]
© 5,363 5394| 43 | 60 |open B/l Sawessed ]
@ open [ ] saueerea [ ]
2%, ACID, FRACTURE, TREATMENT, CEMENT SQUEEZE, £TC.
DEPTH INTERVAL AMOUNT AND TYPE OF MATERIAL
52605293 91,900# 16/30 Brady Sand and 55,271 gals 204 XL Gel
53185348 34,400# 16/30 Brady and 28,170 gals 20# XL Gel
$5360-6394 62,200# 16/30 Brady and 39,188 gals 203 XL Gel
2%, ENICLOSED ATTACHMENTS: 30. WELL STATUS:
[J secricamectanicas tocs [[] ceotosicreporr  [] ostreport  [] oirecrionaL survey Producing
[ sunory MoTicE FOR PLUGGING AND CEMENTVERIFICATION || CORE ANALYS!S [ orer
RECEIVED
Ry (CONTINUED ON BACK)

MAR z 7 2007

(V. OF OIL, GAS & MINING



¢ .
+ B INIIALPRODUCTION INTERVAL A {As shown In ftem #26)

DATE FIRST PRODUCED: TEST DATE: HOURS TESTED: TEST PRODUCTION JOIL - BBL: GAS — MCF: 'WATER - BBL: JPROD. METHOD:
9/6/2006 9/6/2006 24 RATES: 60 115 Pumping
CHOKE SIZE: [TBO. PRESS. [CSG.PRESS. [APIGRAVITY [BTU-GAS  GAS/IL RATIO |24 HR PRODUCTION JOIL - BBL: GAS—MCF:  JWATER-BBL: LINTERVAL STATUS:
RATES: = 60 115 Producing
INTERVAL 8 (As shown In tem #26)
DATE ARST PRODUCED: [TEST DATE: HOURS TESTED: [ TEST PRODUCTION {0IL - BBL: GAS - MCF: WATER - BBL: JPROD. METHOD:
: RATES: —*
CHOKE SZE:  JTBG. PRESS.  JCSG.PRESS.  JAPI GRAVITY IBTU—GAS GAsaLRA'no[szPRonucnoN CiL -~ BBL: GAS-MCF:  JWATER -B8L: lINTERVALSTATU&
RATES: —
. INTERVAL C {As shown in Hem #26)
IWTE ARST PRODUCED: TEST DATE: . HOURS TESTED: TEST PRODUCTION JOIL - BBL: 'GAS — MCF. WATER - BBL: JPROD. METHOD:
RATES: =+
CHOKE SIZE:  JTBG. PRESS. CSG. PRESS. [API GRAVITY IBTU—GAS lGASIGL RATIO J24 HR PRODUCTION JOIL - BBL: GAS -~ MCF: 'WATER - BSL: rNTERVALSTATUS
’ RATES:. —
INTERVAL D {As shown in itam #26)
IITE ARST PRODUCED: TEST DATE. HOURS TESTED: PRODUCTION JOIL-BBL: [GAS — MCF. 'WATER -~ BBL: 0D, METHOD:
- RATES: —
CHOKE SIZE:  ITBG. PRESS CSG.PRESS.  JAPIGRAVITY lBTU -~GAS GAS/IOIL RATIO l24 HR PRODUCTION JOIt. - BBL: GAS — MCF: JWATER -~ BBL: IINTERVAL STATUS:
: RATES: - )
2 MSPOSITION OF GAS (Sold, Used for Fuel, Vented, Elc.)
Vented
. SUMMARY OF POROUS ZONES (Include Aquifers): 34. FORMATION {Log} MARKERS:

Sitrer 28 Important zones of porosity and contents thereof: Cored intervals and al drill-stem tests, including depth interval
taeiinck, exeshion used, time 0ol open, flowing and shut-in pressures and recoveries.

Fommation (I;’g) m(mn)" Descriptions, Contants, etc. Name (Mea - R
Bioegate 0 5,248 }Shale & Silt

5,248 5,580 }Sand & Coal-gas

3. ADEITIONAL REMARKS (nclude piugging procedure}

5. 2iberehy certiy that the foregoing and attached information Is complete and correct as determined from ajl available records,

s g EAse pry-DoOUg Endsley mme VP Operations
e 911512006

s repost must be submitted within30 days of
® completing or plugging a new well * reentering a previously plugged and abandoned well
o drilfing hotizontat iaterals from an existing weil bore o significantly deepening an existing well bore below the previous bottom-hole depth
« recompleting to a different producing formation e driling hydrocarbon exploratory holes, such as core samples and stratigraphic tests

» {TEM 20: Show the humber of completions if production is measured separately from two or more formations.
»TEM 24: Cement Top-fsw how reported top(s) of cement were determined (circulated (CIR), calculated (CAL), cement bond fog (CBL), femperature suivey (TS)).

Semdior  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 Cily, Utah 84114-5801



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:
FEE-BH-61504
T 6. IF INDIAN, ALLOTTEE OR TRIBE NAME
WELL COMPLETION OR RECOMPLETION REPORT AND LOG
1a. TYPE OF WELL: QL. - D EV?E?.L m DRY D OTHER CBM 7. UNIT or CA AGREEMENT NAME
“B. TYPE OF WORK: B T T 8. WELL NAME and NUMBER:
W DEEP- RE- 3 A
WeLL tRs [ e L] enrry [ Regw. ] OTHER Cordingly Canyon 11-1
2. NAME OF OPERATOR: 9. AP NUMBER:
Marion Energy, Inc. 4300731070
3. ADDRESS OF OPERATOR: PHONE NUMBER: 10 FIELD AND POOL, OR WILDCAT
1198 8. Tennessee #200 cnv McKinney state TX 2z 75069 (972) 540-2967 Helper
4. LOGATION OF WELL (FODTAGES) 1. GIRIGTR, SECTION, TOWNSHIP, RANGE,
aTsurracE: 677.50' FSL,1514.73 FWL ' '
’ ) SESwW 11 135 10E
AT TOP PRODUCING INTERVAL REPORTED BELOW:  677.50" FSL,1514.73 FWL
AT TOTAL DEPTH 12, COUNTY 13, STATE
: Carbon TAH
4. DATE SPUDDED: 15. DATE TD.REACHED: |16, DATE COMPLETED: 17 ELEVATIONS (DF, RKB, RT, GL):
512412006 6/11/2006 7/31/2008 aganponep [ ] reapy TopRoDUCE /] 7060 GR
18. TOTAL DEPTH: MD 19. PLUG BACKT.D: MD 20. IF MULTIPLE COMPLETIONS, HOWMANY? * [ 21, DEFTHBRIDGE  MD
PLUG SET:
™o 5,580 D 5,520 ™D
22, TYPE ELECTRIC AND OTHER MECHANICAL LOGS RUN (Submit copy of 8ach} 23.
Cased Hole CNL WAS WELL CORED? Noff]  ves[T]  (submitanaysis)
CBL W/ CCL WAS DST RUNZ noff]  ves[T]  (submitreport
e e e DIRECTIONAL SURVEY? NofZT  ves[T]  (submiteopy)
24. CASING AND LINER RECORD {Report all strings set in well)
HOLE Siz& SIZE/GRADE | WEIGHT @) TOP (MD} BOTTOM (MD) | STAGTCEMENTER | CEMENT TPe & vofbas:%su CEMENT TOP** | AMOUNT PULLED
12 1/47 85/88 J-55 244 0 525 "G" 219 Surface
77/8° 518 J-55 17# 0 5580 "Gr 412 Surf Calc
50/50 280 :
25, TUBING RECORD
SIzE DEPTHSET (MD) | PACKER SET (MD) SIZE DEFTHSET (MD) | PACKER SET (MD) SIZE DEPTHSET (MD) | PACKER SET (MD)
27/8" 5,325
26. PRODUCING INTERVALS 27. PERFORATION REGORD
FORMATION NAME TOP(MD) | BOTTOM (MD) | TOP(TVD) | BOTTOM(IVD) § INTERVAL (Top/Bot-MD) | SIZE JNO. HOLES PERFORATION STATUS
) Ferron 5,260 5,394 }5,260 5,293 43 64 jopen Bf] suusezed [ ]
& 5,318 5,348) 43 52  |open Squeezed | )
© 5,363 5,394| 43 60 |oven [7] squeezea [ ]
&) open [ | Squeszea [ |
28, ACID, FRAGTURE, TREATMENT, CEMENT SQUEEZE, ETC.
DEPTH INTERVAL AMOUNT AND TYPE OF MATERIAL

5260-5293 91,9004 16/30 Brady Sand and 55,271 gals 20# XL Gel

5318-5348 34,400# 16/30 Brady and 28,170 gals 20# XL Gel

5360-5394 62,200# 16/30 Brady and 39,188 gals 20# XL Gel

29. ENCLOSED ATTACHMENTS: 30. WELL STATUS:
[ ] ELECTRICALMECHANIGALLOGS [] cecocicrerort [ DSTREPORT || DIRECTIONAL SURVEY Producin 9
[} SUNDRY NOTICE FOR PLUGGING AND CEMENT VERIFIGATION || CORE ANALYSIS (1 ower:

(5/2000)

{CONTINUED ON BACK)

DIV,

RECEIVED
MAY 7

OF OIL. GAS & ndlni
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it el
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si. INITIAL PRODUCTION INTERVAL A (As shown in em #26)
DATE FIRST PRODUCED: TEST DATE: HOURS TESTED: TEST PRODUCTION |0l ~BBL: GAS ~MOF:  |WATER-BBL: |PROD.METHOD:
8/6/2008 9/6/2006 3 RATES: = 0 150 21 Flowing
CHOKE G20, 178G, PRESS. ~ [CSG. PRESS, |APIGRAVITY | BTW —GAS— - |GAS/OIL RATIO |24 HR PRODUCTION JOIL = BBL: GAS-MCF: _ |WATER—BBL: |INTERVAL STATUS:
3/4" 70 375 RATES: — 1,200 168 (‘)(' Ocli g Q"(\S
- ’ ’ " INTERVAL B (As Shown I item #26) - .
DATE FIRST PRODUCED: TEST DATE: HOURS TESTED: TEST PRODUCTION JOIL—BBL: GAS-MCOF:  |[WATER—BBL: [PROD. METHOD:
CHOKE SIZE-  |TBG. PRESS. |CSG.PRESS. [APIGRAVITY  |BTU-GAS GASIOIL RATIO |24 HR PRODUCTION [OIL —BBL: GBS —MCF. |WATER -BBL. |INTERVAL STATUS:
RATES: —

INTERVAL C-{As shown in item #26)

DATE FIRST PRODUCED: TEST DATE: HOURS TESTED: TEST PRODUCTION 1QIL - BBL: GAS ~MCF: WATER - BBL: |PROD. METHOD:
RATES: —
CHOKE SIZE: | TBG. PRESS. C5G. PRESS.  [APIGRAVITY  1BTU-GAS GAS/OIL RATIO |24 HR PRODUCTION JOIL - BBL: GAS ~MCF: WATER ~ BBL: |INTERVAL STATUS!
RATES: -

INTERVAL D {As shown In jtem #28)

DATE FIRST PRODUCED: TEST DATE: HOURS TESTED: TEST PRODUCTION {OIL - BBL: GAS ~MCF: WATER - BBL:  1PROD. METHOD:
RATES: —

CHOXE s1z&:  |TBG. PRESS. |CSG. PRESS.  |API GRAVITY  [BTU-GAS GAS/OIL RATIO |24 HR PRODUCTION 101L~ BBL: GAS —~ MCF: WATER —BBL:  |INTERVAL STATUS:
RATES: —

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

Vented
33. SUMMARY OF POROUS ZONES {Include Aquifers): - 34. FORMATION {Log) MARKERS:
Show all important zones of porosity and conterits thereof: Cored intervals and all dril-stem tests, including depih interval
tested, cushion used, time tool open, flowing and shut-in pressures and recoveries.

" Top Bottem - Top
Farmation D) (MD) Descriptions, Contents, etc. Name (Measured Deplh)

Bluegate 0 5,248 |Shale & Silt
Ferron 5248 | 5580 |Sand & Coal-gas
35. ADDITIONAL REMARKS {Include plugging procedure}
36, | hereby certify that the foregoing and ttached i tion is plete and tas ined from afl availahl !

naME (PLEAsE pRINT) JXaug Endsley wme VP Operations

SIGNATURE Q\-,L“"‘ﬂl ZI/VQJ—Q‘—\, DATE f / ‘f /ﬁ?

</

] N
This report must be submitted within 30 days of

e completing or plugging a new well & reentering a previously plugged and abandoned well
e drilling horizontal laterals from an existing well bore ® significantly despening an exisiing well bore below the previous bottom-hole depth
e recompleting to a different producing formation « diilling hydrocarbon exploratory holes, such as core 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 cementwere determined {circulated (CIR), calculated (CAL), cement bond log (CBL), femperature 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

(512000}



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 JOHNR. BAZA
Lieutenant Governor Division Director
December 9, 2010
Certified Mail No.: 7004 1160 0003 0190 4789
DIVISION ORDER
Marion Energy, Inc. 4 2 0077 3Alb70
119 South Tennessee, Suite 200 .
McKinney, Texas 75069 (’,Oi(d L”%[Y &\/ V) 2 }~_—[
Attn: Mr. Keri Clark 1SS E /1

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 satisty 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
A

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 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,
Clirton oo eb
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

43-007-30102
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 -

4890
4735
4500
5825
5300
5500
4390
4445
5007
4468
5520
not reported
6435
489
8045

TOTAL

Bond

$30,000
$30,000
$30,000
$30,000
$30,000
$30,000
$30,000
$30,000
$30,000
$30,000
$30,000
$30,000
$30,000
$1,500
$30.000
$421,500



U.S. Postal Servicew
CERTIFIED MAIL.. RECEIPT

(Domestic Mail Only; No Insurance Coverage Provided)

For delivery information v

Total Posi

Strgel, APt
or PO Box |

- 7004 11kD 0003 0190 Y789

Postage | $
Certified Feo

Return Reciept Fee
(Endorsement Reguired)

Restricted Dalivery Fee
(Endorsement Required)

MR KERI CLARKE
MARION ENERGY INC
119 SOUTH TENNESSEE SUITE 200

PS Form 3800, Junie 2002

See Reverse for Instructions

SENDER: COMPLETE THIS SECTION

® Comiplete items 1, 2, and 3. Also complete
item 4 if Restricted Delivery is desired.

W Print your name and address on the reverse
so that we can return the card to you.

® Attach this card to the back of the mailpiece,
or on the front if space permits.

COMPLETE THIS SECTION ON DELIVERY
A. Signature ) A /\
X HCRod— (B

L1 Addressee

o D L

1. Article Addressed to:

MR KERI CLARKE

MARION ENERGY INC

119 SOUTH TENNESSEE SUITE 200
MCKINNEY TX 75069

D. Is delivery address different from item 17 LJ Yes.
“if YES, enter delivery address below: [ No

3. I%2&% Type
Certified Mail [ Express Mail
I Registered [ Return Receipt for Merchandiss
O insured Mall 3 c.O.D. ’

4. Restricted Delivery? (Extra Fee) O Yes

2. Article Number
(Transfer from service label)

7004 11k0 0003 D190 4785

'PS Form 3811, February 2004

" Domestic Return Receipt
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UTAH DEPARTMENT OF NATURAL RESOURCES
Division of Oil, Gas & Mining

QOil and Gas Program

1594 West North Temple, Suite 1210, Box 145801
Salt Lake City, Utah 84114-5801

(801) 538-5340 Phone

(801) 359-3940 Fax

NOTICE OF VIOLATION
STATE OF UTAH
OIL AND GAS CONSERVATION ACT

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 43-007-31181
6.) OMAN 10-29 43-007-31210
7.) BALLPARK CANYON #1 43-007-31015
8.) CORDINGLY CYN 15-5 43-007-31167
9.) KENILWORTH RR #1 43-007-31006
10.) KENILWORTH RR#2 43-007-31007
11.) CORDINGLY CYN 15-2 43-007-31064
12.) CORDINGLY CYN 15-1 43-007-31065
13.) CORDINGLY CYN 11-1 43-007-31070 |3S oE (1

Date and Time of Inspection/Viclation: 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 tc 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 Oil, Gas & Mining

Oil and Gas Program

1594 West North Temple, Suite 1210, Box 145801
Salt Lake City, Utah 84114-5801

(801) 538-5340 Phone

(801) 359-3940 Fax

The Division has initiated several contacts with Marion Energy Inc. (Marion) requesting required documents and
action per R649-3-36. Wells 1 - 6 have previously been issued SI/TA Notices and Notices of Violation without
anvthing 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 fulfill 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 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

fSerwce Mailing: Janua 13 Certified Mail No:_7010 1670 0001 4810 3645
[ORNSA
Division’s Representative 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 Natlural Resources
1504 Wost ot 1o i 10 4 -
Salt Lake City, Utah mpﬁh Aol’dgl 077 2l 075 /
Aftention: Dustin Doucet g5 4 %h
125 OB U

Re: Notice of Violation — Clear Creek and Helper Fields
Dear Dustin,

In response to your cerlified letier of January 3, 2013, we are providing you with information for wells that
aremnenﬂyskucnsredasshutinormmporaﬁlyabandonedwells(SIfrA) by DOGM. Each well has
individual information and is listed below.

Asyoulmmu,furﬂ:elastlvwoandahalfyeastaﬁonEnergy Inc. (Marion) has been under financial
mmmmmm@qmmmmcmc@kam_ﬂmm,mymmammma

on production.

Marion explained these circumstances o DOGM and the Board of Oil, Gas and Mining at the October
26,2012heaﬁng,whe¢eMationsougMandobtainedBoardappmval to reinstitute active operations at
Clear Creek. As discussed at the hearing, Marion’s funding is currently limited to the monies needed to
put the Clear Creek field back on production, beginning with the Oman 2-20 and Oman 10-29 wells, but
omeﬂwatocwrsMalionexpectsitsﬁnancialposiﬁontoconﬁnuemirnpmvetomepointitmnmeetauof
its obligations with respect to its SUTA wells, andtomovebackintoacﬁveoperaﬁonsatmeHelperFleld

Consistent with discussions at the October Board hearing, we have now rehabiliiated the water
dbmaalMD)systeminmeawessmlepmﬁonofmeCIowekﬁddaMmWeacﬁvdymmkgm
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 modem wells, having been drilled in 2005 or later.
This field was in production until October 2010, though the wells are now shut in. Al of the Helper wells
listed in the NOV are currently attached to a gas and water system (the Anadarko sales and SWD
system). This system is controlied 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 understand that DOGM has also recently inspecied 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 welibore diagrams of all of the wells referenced below.

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

Ballpark Canyon 17-2

Thiswellisﬂlesameasme16-2)(weﬁ, andhasbeenonlydﬁlledﬁoSOOfeetwiﬂnsurfaoecasingset Itis
cumrently capped on the surface.

Ballpark Canyon #1

Cordingly Canyon 10-1

This well was drilled as a Ferron producer. However because of hole issues in ihed&persecﬁon itwas
expecied to be completed as a Mancos well, Marion plans to complete the well, and produce the well in
the future,

Kenilworth RRIIA ‘

Wehadoriginallydn"ﬂedmiswelltobeaSWDwellforHelper. However we had positive response from
meBtMmCongbmmtemdwemmpHedMemﬂmmatm.ﬂewenhaspmduoedmmepast
andwewillplanmbringitbaokonlinesoon-Asituaﬁon regarding the wellhead leaking at the site was
handledbyouroperaﬁonspeopleandtheweﬂsiteisnowcleanofmisspill.

Kenilworth RR#1

This well was producing until it was shut in. There is a pumping unit on the well. Marion pians 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 into 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.

3680 Oir Road,
Allen, Texas, 75002
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§ marion

Cordingly Canyon 15-2

This-well was drilled to the Ferron formation and was completed. This well was producing until it was
shut in. There is not currently a hydraufic pumping unit on the well. Marion plans to work on the well,
replace the pumping unit and bring it back into production soon.

Cordingly Canyon 15-1

ThiswenwasdﬂedtoméFenonfmmﬁonandwascomptebd. This well was producing until it was
shut in. It currently has a pumping unit on the well Marion plans to bring this well info production soon.

Cordingly Canyon 11-1

ThiswellwasdrilledtomeFenonfomaﬁonandwasoomp!eted. This well was producing until it was
shutm.Thereisnotcunenﬂyahydraulicpumphg unit on the well. Marion plans to work on the well,
rep!aoemepumpingunitandblingithtopmducﬁon S00Mn.

Clear Creck

TheNOVEststwmwe!lsmmeClearCred(Field. ihe ASD 6-17 and the Oman 10-29. Both of these are
nndemwel!sdﬁﬂedaﬁerZOOﬁ.TheraereekFeldmmeoﬁpmducﬁothulyzm1 due fo financial
issuesandarupmremmewaterdisposal line. We have inspected both of these wells in the last few
weeks and neither has any leaks or other problems.

ASD 617

This well was drilled as a Ferron well and was completed. Marion submitted applications to convert this
well and the ASD 3-17 well inio WD welis, toensurematatleastoneWDweﬂwaspennitted. After the
ASD 3-17 was approved, it was determined that it would suffice and another WD well was not needed at
that time. The well currently has a rotaflex pumping unit on it. Marion plans to commence operations on
this well and bring it on o production soon.

Oman 10-29

This well was drilled to the Ferron but was not completed. Since resuming operations in the Clear Creek
field in November, Marion has sent in a completion form for the well, and has done a flow test on the
well. 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 O Road,
Allen, Texas, 75002
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Bonding

Marion does not currently have the financial wherewithal to undertake full 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 reciamation, When added to Marion’s federal
and SITLA bonds, there is just under $1,000,000 currently available for Marion reclamation.

Based on the above information, Marion respectfully 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

pmducﬁonandoonmuesmimpmveilsﬁnandalmndiﬁontomepointitcan put move back into the
Helper field and put those wells back into production as well, thereby removing the wells from SYTA
status.

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

Keri Clarie

3580 Osr Road,
Allen, Texas, 75002




State of Utah

MICHAEL R. STYLER

DEPARTMENT OF NATURAL RESOURCES

Certified Mail #7010 1670 0001 4810 3898

JON M. HUNTSMAN, JR. Executive Director
Governor Division of Oil, 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 129 loE [

RE: Division Order to Comply with the Notice of Violation Issued to Marion Energy on Januarv 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
KENILWORTH RR 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

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
APL # 43-007-31167
API # 43-007-31006
API # 43-007-31007
API # 43-007-31064
APIL # 43-007-31065

API # 43-007-31070

The Division requires the following actions to be completed by Marion Energy by the prescribed dates
listed below:

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

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

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

Ot GAS B 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. R641,
requesting a Board Order to plug and restore the well sites. Should this matter be brought before the
Board, the Division will seek bond forfeiture (R649-3-36), liability for plugging costs in excess of bond
forfeiture amounts (R649-3-1-4) and civil penalties of up to $10,000 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,
Clitn / (wa/{d{-
Clinton Dworshak
Compliance Manager
CLD/js
Exhibit

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

N\O&G Reviewed Docs\ChronFile\Compliance



UTAH DEPARTMENT OF NATURAL RESQURCES
Division of O#, 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) 358-3840 Fax

NOTICE OF VIOLATION

STATE OF UTAH
OlL AND GAS CONSERVATION ACT

L] kR ERBREBRERE REERCRLLRRRLLRRERNE 0

To the foliowing operator;
Name: MARION ENERGY INC

Well(s) or Site(s): 1.) BALLPARK CYN 13-2X APl #: 43-007-31207
2.) CORDINGLY CYN 10-1 43-007-31173
3.) BALLPARK GYN 17-2 - 43-007-31169
4.) KENILWORTH RR 1-A 43-007-31229
5.) ALPINE SCHOOL DISTRICT 6-17 43-007-31181
6.) QMAN 10-29 43-007-31210
7.) BALLPARK CANYON #1 43-007-31015
8.) CORDINGLY CYN 15.5 43-007-31167
9.) KENILWORTH RR #1 v 43-007-31006
10) KENILWORTHRR#2 43-007-31007

1) CORDINGLYCYN 15-2 43-007-31064
43-007-31065

12) CORDINGLY CYN 151 106¢
13.) CORDINGLY CYN 11-1 43-007-31070

Date and Time of Inspection/Violation: December 10, 2012
Mailing Address: Aftn: 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 Annctated, 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 viotation(s) of the

act, rules or permit conditions as described below.

Description of Viclation(s):

Rule R649-3-38, Shut-in and Temporarily Abandoned Wells - According to Rule RE49-3-36, the operator is required
o supply the Division with reasons for extended SETAL e fength of tme for axiended SETA and proof of well bore
nleguity for svery well SITS over 12 conse ¢ menths, Afler 5 years of cantinued SITA. the wells ate to be
pivgged wiess good causs is supplied fo i ision for extended SUTA in addition e the rseursd iformauon just
mentioned.

Rule R649-3-4.3, Bonding - if the division finds thal 2 well sublect 1o this binding rule 1s in violgtion of Rule RE49-3-
36 . Shut-in and Temporadly Abandened Wells_the division shall reguire a bond amount for the apolicable welt in the
amount of actual piugging and site restoration costs.

Rule R649-3-4.4.1. Bonding - YWithin 30 days of notification by the division, the enerated shall subms to the division an
estunate of plugaing and site restoralion costs for division review and approva,
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UTAH DEPARTMENT OF NATURAL RESOURCES
Division of Oil, Gas & Mining

Qil and Gas Program

1594 West Nocth Temple, Suiie 1210, Box 145801
Salt Lake City, Utah 84114-5801

(801} 938-5340 Phone

(801) 3§9-3940 Fax

The Division has initiated several confacts with Marion Energy Inc. (Marion) requesting ceguired documents and
action per R649-3-36. Wells 1 - 6 have previously been issued SUTA Nofices and Notices of Violation without
aqything being accomplished to move these wells out of violation. Wells 7 and 8 have also been issued a SUTA
Notice without aving met the requirements of R642.3-36. Wells 9 - 13 are alsc in violation of RE649-3-36 having been
added fo Marion's SI/TA violation list. All wells listed above are currently under a Division Order for individual well

boading.

Thers has not been any evidence of effornt being made 1o bring these wells inio comphiance. These wells are in
violation of R-649-3-36 as listed abiove. The Division requires Marion bo put up full cost bonding for all wells in
vintatgn above per R64%9-3-4_{t is also mandatory that Marign submit sl documentation as required by RE49-3-36

conceming shut-in and termporanly abandoned wells.

Immediate Action: For the wells subject to this notice, Marion shall fulfill 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 levied up to $16.000.00 per day for every well in viclation given the authority
provided under U.C.A. 40-6-11, part 4.

This nofice shall remain in effect until it is modified, terminated, or vacated by a written notice of an authonzed
representafive of the director of the Division of Qil, Gas and Mining. Failureto comply with this notice will resuft in the
Division pursuing further actions against said operator. Further actions. may include initiation of agency actons to
order full cost bonding and plugging and abandonment of wells and requests for bond forfeiture and civil penalties.

Compliance Deadline: February 8, 2013

Uate\gi Service Malling” Jarnuanyg , 2013 Certified Mail No: 7010 1670 0001 4810 3645
\, /i }\})\M\ \}\ | |
Division's Representative: Operator or Representative
(If presented in person)

cc: - Comgpfliance File
Well Files
SITLA

Page 2 of 2
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February 5, 2013

Department of Natural |
Division of O Gaasu;:dl:a?a?:ém | 4% 0} D076
1594 West North T : r | |
Price, Utah 84114 ermple, Sulle 1210 @U"dzuf\ﬂlﬁ c"y" b1

Attention: Dustin Doucet \%3 LDE 2l
Petroleum Engineer

Re:  Noiification of Violation January 3, 2013
Operation Pian

Dear Dustin,

Following up on our earlier (Jan. 18, 2013) lefter to the Division, and subsequent discussions between
Marion, Michael Malmquist of Parsons Behle, and Cameron Johnson, attorney for the Division of Qil
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 currently 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 situation
Marion will plan to do the following;

Helper

Currently all the wells in Helper are connected to 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 Anadarko to set the system operational again. Marion currently
has a gas purchase and water disposal agreement in 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 tumed back on.

Ballpark Canyon 16-2X

This well is currently drilled to 500" with surface casing set in the shallow hole. This well will need a rig
set to allow Marion to set 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 26, 2013.

Ballpark Canyon 17-2

This well is currently drilled to 500" with surface casing set in the shallow hole. This well will need a rig

set to allow Marion to set 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 26, 2013.

3580 Orr Road,
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 to bring the well on
production prior to the end of 2013. If the well is not producing an MIT will be done.

Ballpark 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 aitempt 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 cumently 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 #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 currently 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 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 15-2

This well was last produced in Septemiber 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 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.

3580 O 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
hydraulfic pumping unit on the well. Marion will replace the equipment needed, and will attempt to bring
the well on production prior ta 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 drilled 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 to address the January 3, 2013 Notice of Violation. Given the constraints of
Marion’s financial situation, we believe the plan contains reasonabie time frames for conducting work
either to abandon or put back on production the wells listed in the NOV. We look forward to hearing
from you regarding this matter.

Yours Sincerely

Keri Clarke

3580 Orr Road,
Allen, Texas, 75002




 marion

February 13, 2013

Department of Natural Resources
Division of Oil Gas and Mining

1594 West North Temple, Suite 1210
Salt Lake City, Utah 84114

Attention: Cameron Johnson, Assistant Attorney General

Re:  Notification 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. Marion
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 settling its account, Marion does not
anficipate 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 (ines were laid, one for gas and one for water. Each of the wells
was fied in to the trunk lines ufilizing HDPE pipe. The tie fines and trunk lines are owned by Marion. The
trunk fines 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
issues. 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 o believe that its financial situation will improve within a time frame that accommodates the
compliance schedule addressed in this and prior lefters. More specifically, Marion expects fo have

3560 Omr 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-anather infusion in May 2013. '

Produce or MIT Wells

Marion does not befieve 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 compiletion 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 it 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 Kenilworth 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 wells would 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 fike 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
fubing pressure would not provide meaningfu! information

We are not sure if the sentence is supposed to read "production pressures” and if so what that wouid
mean exactly. 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.” Al previous production has
been reported. Concerning the last part of the sentence dealing with surface pressures, fluid levels efc,,
we see no definitive correlation between those itemns 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 to undertake MIiTs, 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 /

Lo

Keri Clarke

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

Department of Natlural Resources
1504 Wost ot 1o i 10 4 -
Salt Lake City, Utah mpﬁh Aol’dgl 077 2l 075 /
Aftention: Dustin Doucet g5 4 %h
125 OB U

Re: Notice of Violation — Clear Creek and Helper Fields
Dear Dustin,

In response to your cerlified letier of January 3, 2013, we are providing you with information for wells that
aremnenﬂyskucnsredasshutinormmporaﬁlyabandonedwells(SIfrA) by DOGM. Each well has
individual information and is listed below.

Asyoulmmu,furﬂ:elastlvwoandahalfyeastaﬁonEnergy Inc. (Marion) has been under financial
mmmmmm@qmmmmcmc@kam_ﬂmm,mymmammma

on production.

Marion explained these circumstances o DOGM and the Board of Oil, Gas and Mining at the October
26,2012heaﬁng,whe¢eMationsougMandobtainedBoardappmval to reinstitute active operations at
Clear Creek. As discussed at the hearing, Marion’s funding is currently limited to the monies needed to
put the Clear Creek field back on production, beginning with the Oman 2-20 and Oman 10-29 wells, but
omeﬂwatocwrsMalionexpectsitsﬁnancialposiﬁontoconﬁnuemirnpmvetomepointitmnmeetauof
its obligations with respect to its SUTA wells, andtomovebackintoacﬁveoperaﬁonsatmeHelperFleld

Consistent with discussions at the October Board hearing, we have now rehabiliiated the water
dbmaalMD)systeminmeawessmlepmﬁonofmeCIowekﬁddaMmWeacﬁvdymmkgm
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 modem wells, having been drilled in 2005 or later.
This field was in production until October 2010, though the wells are now shut in. Al of the Helper wells
listed in the NOV are currently attached to a gas and water system (the Anadarko sales and SWD
system). This system is controlied 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 understand that DOGM has also recently inspecied 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 welibore diagrams of all of the wells referenced below.

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

Ballpark Canyon 17-2

Thiswellisﬂlesameasme16-2)(weﬁ, andhasbeenonlydﬁlledﬁoSOOfeetwiﬂnsurfaoecasingset Itis
cumrently capped on the surface.

Ballpark Canyon #1

Cordingly Canyon 10-1

This well was drilled as a Ferron producer. However because of hole issues in ihed&persecﬁon itwas
expecied to be completed as a Mancos well, Marion plans to complete the well, and produce the well in
the future,

Kenilworth RRIIA ‘

Wehadoriginallydn"ﬂedmiswelltobeaSWDwellforHelper. However we had positive response from
meBtMmCongbmmtemdwemmpHedMemﬂmmatm.ﬂewenhaspmduoedmmepast
andwewillplanmbringitbaokonlinesoon-Asituaﬁon regarding the wellhead leaking at the site was
handledbyouroperaﬁonspeopleandtheweﬂsiteisnowcleanofmisspill.

Kenilworth RR#1

This well was producing until it was shut in. There is a pumping unit on the well. Marion pians 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 into 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.

3680 Oir Road,
Allen, Texas, 75002
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Cordingly Canyon 15-2

This-well was drilled to the Ferron formation and was completed. This well was producing until it was
shut in. There is not currently a hydraufic pumping unit on the well. Marion plans to work on the well,
replace the pumping unit and bring it back into production soon.

Cordingly Canyon 15-1

ThiswenwasdﬂedtoméFenonfmmﬁonandwascomptebd. This well was producing until it was
shut in. It currently has a pumping unit on the well Marion plans to bring this well info production soon.

Cordingly Canyon 11-1

ThiswellwasdrilledtomeFenonfomaﬁonandwasoomp!eted. This well was producing until it was
shutm.Thereisnotcunenﬂyahydraulicpumphg unit on the well. Marion plans to work on the well,
rep!aoemepumpingunitandblingithtopmducﬁon S00Mn.

Clear Creck

TheNOVEststwmwe!lsmmeClearCred(Field. ihe ASD 6-17 and the Oman 10-29. Both of these are
nndemwel!sdﬁﬂedaﬁerZOOﬁ.TheraereekFeldmmeoﬁpmducﬁothulyzm1 due fo financial
issuesandarupmremmewaterdisposal line. We have inspected both of these wells in the last few
weeks and neither has any leaks or other problems.

ASD 617

This well was drilled as a Ferron well and was completed. Marion submitted applications to convert this
well and the ASD 3-17 well inio WD welis, toensurematatleastoneWDweﬂwaspennitted. After the
ASD 3-17 was approved, it was determined that it would suffice and another WD well was not needed at
that time. The well currently has a rotaflex pumping unit on it. Marion plans to commence operations on
this well and bring it on o production soon.

Oman 10-29

This well was drilled to the Ferron but was not completed. Since resuming operations in the Clear Creek
field in November, Marion has sent in a completion form for the well, and has done a flow test on the
well. 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 O Road,
Allen, Texas, 75002
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Bonding

Marion does not currently have the financial wherewithal to undertake full 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 reciamation, When added to Marion’s federal
and SITLA bonds, there is just under $1,000,000 currently available for Marion reclamation.

Based on the above information, Marion respectfully 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

pmducﬁonandoonmuesmimpmveilsﬁnandalmndiﬁontomepointitcan put move back into the
Helper field and put those wells back into production as well, thereby removing the wells from SYTA
status.

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

Keri Clarie

3580 Osr Road,
Allen, Texas, 75002




State of Utah

MICHAEL R. STYLER

DEPARTMENT OF NATURAL RESOURCES

Certified Mail #7010 1670 0001 4810 3898

JON M. HUNTSMAN, JR. Executive Director
Governor Division of Oil, 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 129 loE [

RE: Division Order to Comply with the Notice of Violation Issued to Marion Energy on Januarv 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
KENILWORTH RR 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

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
APL # 43-007-31167
API # 43-007-31006
API # 43-007-31007
API # 43-007-31064
APIL # 43-007-31065

API # 43-007-31070

The Division requires the following actions to be completed by Marion Energy by the prescribed dates
listed below:

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

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

1594 West North Temple, Suite 1210, PO Box 145801, Salt Lake City, UT 84114-5801
telephone (801) 538-5340 e facsimile (801) 359-3940 « TTY (801) 538-7458 o www.ogm.utah.gov
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February 22, 2013
Subject: Division Order to Comply with Notice of Violation

2) Plug and abandon the following wells by:

a. BALLPARK CYN 16-2X July 1, 2013
b. BALLPARK CYN 17-2 July 1, 2013
¢. 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. R641,
requesting a Board Order to plug and restore the well sites. Should this matter be brought before the
Board, the Division will seek bond forfeiture (R649-3-36), liability for plugging costs in excess of bond
forfeiture amounts (R649-3-1-4) and civil penalties of up to $10,000 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,
Clitn / (wa/{d{-
Clinton Dworshak
Compliance Manager
CLD/js
Exhibit

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

N\O&G Reviewed Docs\ChronFile\Compliance



UTAH DEPARTMENT OF NATURAL RESQURCES
Division of O#, 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) 358-3840 Fax

NOTICE OF VIOLATION

STATE OF UTAH
OlL AND GAS CONSERVATION ACT

L] kR ERBREBRERE REERCRLLRRRLLRRERNE 0

To the foliowing operator;
Name: MARION ENERGY INC

Well(s) or Site(s): 1.) BALLPARK CYN 13-2X APl #: 43-007-31207
2.) CORDINGLY CYN 10-1 43-007-31173
3.) BALLPARK GYN 17-2 - 43-007-31169
4.) KENILWORTH RR 1-A 43-007-31229
5.) ALPINE SCHOOL DISTRICT 6-17 43-007-31181
6.) QMAN 10-29 43-007-31210
7.) BALLPARK CANYON #1 43-007-31015
8.) CORDINGLY CYN 15.5 43-007-31167
9.) KENILWORTH RR #1 v 43-007-31006
10) KENILWORTHRR#2 43-007-31007

1) CORDINGLYCYN 15-2 43-007-31064
43-007-31065

12) CORDINGLY CYN 151 106¢
13.) CORDINGLY CYN 11-1 43-007-31070

Date and Time of Inspection/Violation: December 10, 2012
Mailing Address: Aftn: 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 Annctated, 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 viotation(s) of the

act, rules or permit conditions as described below.

Description of Viclation(s):

Rule R649-3-38, Shut-in and Temporarily Abandoned Wells - According to Rule RE49-3-36, the operator is required
o supply the Division with reasons for extended SETAL e fength of tme for axiended SETA and proof of well bore
nleguity for svery well SITS over 12 conse ¢ menths, Afler 5 years of cantinued SITA. the wells ate to be
pivgged wiess good causs is supplied fo i ision for extended SUTA in addition e the rseursd iformauon just
mentioned.

Rule R649-3-4.3, Bonding - if the division finds thal 2 well sublect 1o this binding rule 1s in violgtion of Rule RE49-3-
36 . Shut-in and Temporadly Abandened Wells_the division shall reguire a bond amount for the apolicable welt in the
amount of actual piugging and site restoration costs.

Rule R649-3-4.4.1. Bonding - YWithin 30 days of notification by the division, the enerated shall subms to the division an
estunate of plugaing and site restoralion costs for division review and approva,

Page 1of 2



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

Qil and Gas Program

1594 West Nocth Temple, Suiie 1210, Box 145801
Salt Lake City, Utah 84114-5801

(801} 938-5340 Phone

(801) 3§9-3940 Fax

The Division has initiated several confacts with Marion Energy Inc. (Marion) requesting ceguired documents and
action per R649-3-36. Wells 1 - 6 have previously been issued SUTA Nofices and Notices of Violation without
aqything being accomplished to move these wells out of violation. Wells 7 and 8 have also been issued a SUTA
Notice without aving met the requirements of R642.3-36. Wells 9 - 13 are alsc in violation of RE649-3-36 having been
added fo Marion's SI/TA violation list. All wells listed above are currently under a Division Order for individual well

boading.

Thers has not been any evidence of effornt being made 1o bring these wells inio comphiance. These wells are in
violation of R-649-3-36 as listed abiove. The Division requires Marion bo put up full cost bonding for all wells in
vintatgn above per R64%9-3-4_{t is also mandatory that Marign submit sl documentation as required by RE49-3-36

conceming shut-in and termporanly abandoned wells.

Immediate Action: For the wells subject to this notice, Marion shall fulfill 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 levied up to $16.000.00 per day for every well in viclation given the authority
provided under U.C.A. 40-6-11, part 4.

This nofice shall remain in effect until it is modified, terminated, or vacated by a written notice of an authonzed
representafive of the director of the Division of Qil, Gas and Mining. Failureto comply with this notice will resuft in the
Division pursuing further actions against said operator. Further actions. may include initiation of agency actons to
order full cost bonding and plugging and abandonment of wells and requests for bond forfeiture and civil penalties.

Compliance Deadline: February 8, 2013

Uate\gi Service Malling” Jarnuanyg , 2013 Certified Mail No: 7010 1670 0001 4810 3645
\, /i }\})\M\ \}\ | |
Division's Representative: Operator or Representative
(If presented in person)

cc: - Comgpfliance File
Well Files
SITLA

Page 2 of 2
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February 5, 2013

Department of Natural |
Division of O Gaasu;:dl:a?a?:ém | 4% 0} D076
1594 West North T : r | |
Price, Utah 84114 ermple, Sulle 1210 @U"dzuf\ﬂlﬁ c"y" b1

Attention: Dustin Doucet \%3 LDE 2l
Petroleum Engineer

Re:  Noiification of Violation January 3, 2013
Operation Pian

Dear Dustin,

Following up on our earlier (Jan. 18, 2013) lefter to the Division, and subsequent discussions between
Marion, Michael Malmquist of Parsons Behle, and Cameron Johnson, attorney for the Division of Qil
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 currently 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 situation
Marion will plan to do the following;

Helper

Currently all the wells in Helper are connected to 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 Anadarko to set the system operational again. Marion currently
has a gas purchase and water disposal agreement in 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 tumed back on.

Ballpark Canyon 16-2X

This well is currently drilled to 500" with surface casing set in the shallow hole. This well will need a rig
set to allow Marion to set 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 26, 2013.

Ballpark Canyon 17-2

This well is currently drilled to 500" with surface casing set in the shallow hole. This well will need a rig

set to allow Marion to set 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 26, 2013.

3580 Orr Road,
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 to bring the well on
production prior to the end of 2013. If the well is not producing an MIT will be done.

Ballpark 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 aitempt 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 cumently 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 #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 currently 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 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 15-2

This well was last produced in Septemiber 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 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.

3580 O 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
hydraulfic pumping unit on the well. Marion will replace the equipment needed, and will attempt to bring
the well on production prior ta 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 drilled 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 to address the January 3, 2013 Notice of Violation. Given the constraints of
Marion’s financial situation, we believe the plan contains reasonabie time frames for conducting work
either to abandon or put back on production the wells listed in the NOV. We look forward to hearing
from you regarding this matter.

Yours Sincerely

Keri Clarke

3580 Orr Road,
Allen, Texas, 75002
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February 13, 2013

Department of Natural Resources
Division of Oil Gas and Mining

1594 West North Temple, Suite 1210
Salt Lake City, Utah 84114

Attention: Cameron Johnson, Assistant Attorney General

Re:  Notification 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. Marion
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 settling its account, Marion does not
anficipate 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 (ines were laid, one for gas and one for water. Each of the wells
was fied in to the trunk lines ufilizing HDPE pipe. The tie fines and trunk lines are owned by Marion. The
trunk fines 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
issues. 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 o believe that its financial situation will improve within a time frame that accommodates the
compliance schedule addressed in this and prior lefters. More specifically, Marion expects fo have

3560 Omr 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-anather infusion in May 2013. '

Produce or MIT Wells

Marion does not befieve 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 compiletion 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 it 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 Kenilworth 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 wells would 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 fike 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
fubing pressure would not provide meaningfu! information

We are not sure if the sentence is supposed to read "production pressures” and if so what that wouid
mean exactly. 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.” Al previous production has
been reported. Concerning the last part of the sentence dealing with surface pressures, fluid levels efc,,
we see no definitive correlation between those itemns 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 to undertake MIiTs, 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 /

Lo

Keri Clarke

3580 O Road,
Allen, Texas, 75002
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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) Kealworri, Palioad (&4 Abe & d3-00F—31110



STATE OF UTAH FORM 9
DEPARTMENT OF NATURAL RESOQURCES

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,
I . .
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
cioze £P REPERFORATE CURRENT AT
] NOTCE OF INTENT [ a ] opeeren [[] rererFORATE CURRENT FORMATION
{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 ] Recommiers - oiFFERENT 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

oare 57172013

SIGNATURE

{This space for State use only)

RECEIVED
MAY 0 1 2013

DIV. OF OIL, GAS & MINING

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



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

50



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

DIVISION OF OlL, GAS AND MINING

FORM 8

5. LEASE DESIGNATION AND SERIAL NUMBER:

FEE-BH-61504

SUNDRY NOTICES AND REPORTS ON WELLS

Do not use this form for proposals to drill new weils, significantly despen exiating welis below current bottom-hote depth, reenter plugged watis, or to
drill horizontal laterals. Use APPLICATION FOR PERMIT TO DRILL form for such proposals.

6. IF INDIAN, ALLOTTEE OR TRIBE NAME:

Ty
7. UNIT or CA AGREEMENT NAME:

1. TYPE OF WELL

8. WELL NAME and NUMBER:

oLwelL [[]  GASWELL OTHER Cordingly Canyon 11-1
2. NAME OF OPERATOR: 9. APINUMBER:
Marion Energy Inc 4300731070
3. ADDRESS OF OPERATOR: PHONE NUMBER: 10. FIELD AND POOL, OR WILDGAT:
PO Box 1518 iy Allen srare TX 575013 (972) 540-2967 Helper
4. LOCATION OF WELL
rooTaces ATsurFace: 677 FSL & 1514 FWL counry: Carbon
QTRIQTR, SECTION, TOWNSHIP, RANGE, MERIDIaN: SESW 11 13§ 10E STATE:

UTAH

11,

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

TYPE OF SUBMISSION TYPE OF ACTION
[7] NOTICE OF INTENT [T} aciize ] oeeren [[] REPERFORATE GURRENT FORMATION
{Submit in Duplicate) [[] atercasing ] eracture TReat [} sibETRACK TO REPAIR WELL
Approximate dete work witstart. ]| CASING REPAIR [] newcoNSTRUCTION [[] TemporariLy ABANDON
6/20/2013 [C] cHanGe ToPREVIOUS PLANS [T operaToR cHange [ rae rerar
[ cHance Tuems [J rruc anp aBaNDON [T} ventorFaRe
[C] suBsEQUENT REPORT ] cHance wELL NaME [ rLuseack [0 waterDisposat
{Submit Originat Form Only)
[ cvance wew sTatus [[] PrODUCTION (STARTRESUME) [[] water swut-oFF
Date of work completion:
] commnGLE PRODUCING FORMATIONS [[] RECLAMATION OF WELL SITE 1 omer: MIT
[ convertwew Tvee [[] recompLeTE - DIFFERENT FORMATION
e

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

Marion is moving Professional well service from the Oman 10-29 to the Cordingly Canyon 11-1 to perform a casing integrity
test. We anticipate the test will be performed 6/20/2013. We propose to run a 5 1/2" packer to a depth of 5160' KB which is 100'
above the top Ferron perforation. We will pressure test to 1000 psi for 30 minutes and record the test with a chart recorder.
Depending upon the outcome of the test we will either retum the well to production or repair the casing.

COPY OINT 70 OPERATOR
Dute: "Lq"ZOlS
el KD

NAME {PLEASE Cmr) ioug Endsley e Consultant
SIGNATURE '_ M’Q"/ oare 6/18/2013
~ - R
(This space for State use onty)
COF U RECEIVED *
©! JUN 18 2013

(5/2000)

DIV, OF OlL, GAS & MINING
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State of Utah

DEPARTMENT OF NATURAL RESOURCES
MICHAEL R. STYLER

GARY R. HERBERT Executive Director
Governor Division of Oil, Gas and Mining
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. I\ 13S I0E
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, y7aq
length of time the well is expected to be shut-in or temporarily abandoned and an explanatioBNR

M

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
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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 Qil 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,

Clostor Zpud ok

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: 53335 API Well Nunber: 43007310700000

FORM 9
STATE OF UTAH

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

SUNDRY NOTICES AND REPORTS ON WELLS 6. IF INDIAN, ALLOTTEE OR TRIBE NAME:

Do not use this form for proposals to drill new wells, significantly deepen existing wells below
current bottom-hole depth, reenter plugged wells, or to drill horizontal laterals. Use APPLICATION
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 11-1
2. NAME OF OPERATOR: 9. API NUMBER:
MARION ENERGY, INC. 43007310700000
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
0677 FSL 1514 FWL
QTR/QTR, SECTION, TOWNSHIP, RANGE, MERIDIAN: STATE:
Qtr/Qtr: SESW Section: 11 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
D 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 v" 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!per fi(_ald co_ntin_ue in temporary shut-in Accepted by the
status due to Marion’s financial circumstances. Marion Utah Division of
recently was recapitalized with funds to put the Clear Creek Qil, Gas and Mining
field on production, when that is accomplished Marion will FOR RECORD ONLY
have income to put the Helper wells back on production.
Work was carried out in mid 2013 to replace bad joints of P|msgﬂﬂ'i{lw _,Etﬂfq[_ag (Sg‘ﬁiuum u[Appm}'al
tubing, during this time a new down hole pump was also eptembper 18,
installed. This well now has casing pressure of 650lbs which
was taken on 7/12/2014. This shows that the tubing
replacement work was successful. It is planned to install a surface pumping unit to bring the well back
into 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




Sundry Nunber: 53335 API Well Nunber: 43007310700000

UTAH

DNR

.-A*....f

The Utah Division of Oil, Gas, and Mining

- State of Utah
- Department of Natural Resources

Electronic Permitting System - Sundry Notices

OIL, GAS & MINING

Sundry Conditions of Approval Well Number 43007310700000
As discussed on our conference call in August, sundry's meeting the requirements of rule

R649-3-36 should be submitted for all wells not in compliance with that rule. This sundry did
not meet those requirements, but we do take note of the information provided.

RECEI VED: Sep. 18, 2014



Sundry Nunber: 53335 API Well Nunber: 43007310700000

Additional Sundry Information

Comparing tubing and casing pressures taken in April 2013 to July 2014 shows each of the four
wells in question have had casing pressure increases. In most cases these increases were
significant. Given the amount of time these wells have been shut-in, the observed increase in
casing pressure would have been unlikely had there been casing integrity issues. The
measured casing pressures are recorded at surface from the wellhead. None of the wells in
Helper have packers in them. The pressures recorded in January are typical of build up
pressures observed historically in this field assuming the wells haven't had recent workovers or
haven't been vandalized by casing or tubing valves being opened by people other than Marion
employees.

Marion has an employee that makes rounds through the field on a regular basis. Casing and
tubing pressures will be submitted via sundry notice once a month

RECEI VED: Sep. 16, 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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