@ Marion Energy Inc.

July 17, 2007

Utah Division of Oil Gas and Mining
ATTN: Diana Whitney

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

84116

RE: Woolsey 3-31

Marion Energy Inc. Application for Permit to Drill

Clear Creek Unit 13S-7E and 14S-7E, Carbon and Emery Counties, Utah
Dear Ms. Whitney
Please find enclosed two copies of the above referenced well APD’s that are to be
drilled in our Clear Creek Unit located in 13S-7E and 14S-7E, Carbon and Emery
Counties, Utah.

If you require any further information, please do not hesitate to contact me at
(972) 540-2967 ext. 3008 or email sjacoby@marionenergy.com

Sincerely,

St s

Scott Jacoby
Landman
Marion Energy Inc.

RECEIVED
JUL 1 2 2007

DIV. OF OlL, GAS & MINING

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



STATE OF UTAH FORM 3
DEPARTMENT OF NATURAL RESQURCES

DIVISION OF OIL, GAS AND MINING AMENDED REPORT [}
(highlight changes)
S, MINERAL LEASE NO 8 SURFACE:
APPLICATION FOR PERMIT TO DRILL FEE Fee
1A TYPE OF WORK DRILLEZ] REenTER []  peepeN [] 7 IF INDIAN. ALLOTTEE OR TR AAME
8 UNIT or CA AGREEMENT NAME
Biveeorwer. OIL [ ] GAS OTHER SINGLE ZONE (/]  MULTIPLE ZONE [} Clear Cre ey()%:i'{
2 NAME OF OPERATOR" 9 WELL NAME NUMBER
Marion Energy Inc. Woolsgay 3-31
3 ADDRESS OF QPERATOR PHONE NUMBER: 10 Al AND .OR V\.‘ILDCAT 1 U
119 S. Tennessee . M{Kinney o TX .. 75069 (972) 540-2967 y&’
li?CT NOFW? yX@/ 37 ([5‘ ‘/(,q ,Ill ,yz‘/5 ﬁ1:g§lgT:SECTIONTOWNSHIPRANGE
. ¢ ERIDIA
AT SUR ACE L Z)% ' FWL NW/4 Section 31 T13S - NENW 31 138 7E
gosr-,n Pnooutir(; zou§ 1793147 FNL 338.70' FEL NE/4 Section 31 T13S - 7E
D VAL d T LieL2d  -IlI-/90757
14 DISTANCE IN MILES AND DIRECTION FR REST TOWN QR POST OFFICE 12. COUNTY 13 STATE
Approximately 2 Miles Northyest of the Town of Clear Creek Carbon UTAR
15 DISTANCE YO NEAREST PROPERTY OR LEASE LINE (FEET) 16 NUMBLER OF ACRES IN LEASE 17 NUMBER OF ACRES ASSIGNED TO THIS V\'E'LL
660.37 to the north /i / 3951.25 40
10 DISTANCE TO NEAREST WELL (DRILLING, CON ETED. OR 19 PROPOSED DEPTH 20 BOND DESCRIPTION
APPLIED FOR) ON THIS LEASE (FEET) é\
5067 \Y / 6,691 see attached Bond documents
2%. ELEVATIONS (SHOW WHETHER OF . RT, GR, ETC) 22 APPROXIMATE DAT] ‘OR'@ILL 23 ESTINATED DURATION
9248.0' \ 9/1/2007 / [\f‘ 30 Days
24 RROPOSED CASINGAD CEMENTING PROGRAM
SIZE OF HOLE CASING SIZE. GRADE. AND WEIGHT PER&)OT SETTING D¢H CEMENT TYPE QUANTITY, YIELD, AND SLURRY WEIGHT
14 1/47 10 3/4" J-55 46\50 / 500 | Prem Plus I 323 sx  1.41cufusk 14.20 ppg
97i8" 7 5/8" J-55 26. 3() / 3,400 Lead: Prem. Lile 236 sx  3.82 cuft/sk 11 ppg
N/ Tail: 50/50 Poz 267 sx  1.41cuf’sk  14.20 ppg
6 3/4" 512" J-55 17.})’ 6,691 | Lead: Prem. Lite 122sx  3.82 cuft/sk 11.0 ppg
Linester=@290 [, sXrink \ Tail 50/50 Poz 103sx  1.41cufsk  14.20 ppg
A AN '

/ \
2. / \TTACHMENTS

VERIFY THE FOLLOWING ARE ATTACH|

IN ACCORDANCE WITH THE UTAH QIL AND GANCONSERVATION GENERAL RULES

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

d
] evioENcE oF DIVISION OF WATER RIGHTS APPROVAL FOR USE OF WATER
o
-

NAME (PLEASE PRINT) OCOtt Jacoby 9"‘&: 00 g TALE A\s&siqte Landman
< e
SIGNATURE pj ((‘:% - L/é/ oate 11 7/2007\ _
(This space for State use only} / / LKN_,.,
o

CEIVE

EGEIVE

JUL | 8 2007

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

Ve
AP| NUMBER ASSIGNED Lf g/m '5 / } 0 '7 APPROVAL

(1112001} {See nstruchions on Reverse Side)

DIV OF OlL, GAS & MNI"‘G




Township 18 South

&

Range

7 FEast

[N89°2L°L3"W - 5218-08']

| (S89°58'E - 5288.58")

(NORTH)

(NORTH)

<

Legend
@

Metal Cap (Found)
O Rock (Found)
Rebar (Found)
( )ewo

GPS Measured |

uT _
N 4388882
E 484280 o
NeJ
: O
———— 2002.75' ———T\ 5
SURFACE _f_ 3
WOOLSEY #3-3\ | =
ELEv: 9248.0'
TARGET
2338.70" —————+
U™
N 4388562
E 484548
Drilt Hole Location NOTES:

1. UTM and Latitude

4’8 Pathfinder and are

are derived using a

shown in NAD 27 Datum.
SURFACE TARGET
LAT / LONG [LAT / LONG
39°39'05.303"N || |39°38'54.940"N
11°10'59.624"W 11°10'48.351"W

Longitude Coordinates

Location:
The well location was determined using a Trimble 5700

GPS survey grade unit.
Basis of Bearing:
The Basis of Bearing is GPS Measured.

GLO Bearing:

The Bearings indicated are per the recorded plat obtained
from the U.S. Land Office.

Basis of Elevation:
Basis of Elevation of 9350’ being at the Northwest Section

Corner of Section 30, Township 13 South, Range 7 East,
Salt Lake Base and Meridian, as shown on the Scofield

Quadrangle 7.5 minute series map.
Description of Location:

Proposed Drill Hole located in the NE/4 NW/4 of Section 31,
T13S, R7E, S.L.B.&M., being South 660.37' from North Line
and East 2002.75' from West Line of Section 31, T13S, R7E,
Salt Lake Base & Meridian.

Jarget , .
Proposed Target located in the SW/4 NE/4 of Section 31,
T13S, R7E, S.L.B.&M., being South 1701.47' from North Line
and West 2338.70" from East Line of Section 31, T13S, R7E,
Salt Loke Base & Meridian.

’ - o
Surveyor's Certificate:
I, Albert J. Spensko, a Registered Professional Land Surveyor,
holding Certificate 146652 State of Utah, do hereby certify that
the information on this drawing is a true and accurate survey
based on data of record and was conducted under my personal
direction and supervision as shown hereon.

TALON RESOURCES, INC.
615 North 400 East P.0, Box 1230
Fnatington, Utah 84528

Phone (435)687-5310  Fax (435)687-5311
E-Mall talonsetv.net

@’Marion Energy Inc.

Woolsey #3-31
Section 3%, T13S, R7E, S.L.B.&M.
Carbon County, Utah

Drawn B Thecked By:
N. BUTKOVICH LW.J./AJS.
GRAPHIC SCALE Drowing No. Date:
0 500" 1000 7/12/07
A-1 Scole:
( IN FEET ) 1" = 1000’
1 inch = 1000 ft. Job No.
ot | o 4 2943




STATE OF UTAH
DEPARTMENT OF NATURAL RESOURCES

DIVISION OF OIL, GAS AND MINING

FORM 3

AMENDED REPORT []

(highlight changes)
5. MINERAL LEASE NO: 8. SURFACE:
APPLICATION FOR PERMIT TO DRILL FEE Fee
1A TYPE OF WORK: DRILL m REENTER D DEEPEN D 7. IF INDIAN, ALLOTTEE OR TRIBE NAME:
8. UNIT or CA AGREEMENT NAME:
e.rveeorwew: OIL [] GAs OTHER SINGLE ZONE MULTIPLE ZONE [] Clear Creek Unit
2. NAME OF OPE-RATOR: 9. WELL NAME and NUMBER:
Marion Energy Inc. Woolsey 3-31
3. ADDRESS OF OPERATOR: PHONE NUMBER: 10. FIELD AND POOL, OR WILDCAT:
119 S. Tennessee ey McKinney stare VX zp 75069 (972) 540-2967 Wildcat
4. L;(?‘qorétgvgu FOCE[A??g gs_ Z \'I ‘ja. (ﬁ;‘ 4&? - “ ‘ . 1?3 15P 11.:gRR|IgImESEcTION. TOWNSHIP, RANGE,
AT SURFACE: .37FN 002.75' FWL NW/4 Section 31T13S-7E NENW 31 138 7E
AT PROPOSED PRODUCING Zong:  1701' FNL 939’ FEL NE/4 Section 31 T13S - 7E
%%‘ﬁﬁc Y359 5bley 39 L4yl -1}l 175322
14. DISTANCE IN MILES AND DIRECTION FROM NEAREST TOWN OR POST OFFICE: " 12, COUNTY: 13. STATE:
Approximately 2 Miles Northwest of the Town of Clear Creek Carbon
15. DISTANCE TO NEAREST PROPERTY OR LEASE LINE (FEET) 16. NUMBER OF ACRES N LEASE: 17. NUMBER OF ACRES ASSIGNED TO THIS WELL:
660.37 to the north 3951.25 40
18. DISTANCE TO NEAREST WELL (DRILLING, COMPLETED, OR 19. PROPOSED DEPTH: 20. BOND DESCRIPTION:
APPLIED FOR) ON THIS LEASE (FEET)
5067 6,691 see attached Bond documents
21. ELEVATIONS (SHOW WHETHER DF, RT, GR, ETC.): 22. APPROXIMATE DATE WORK WILL START: 23. ESTIMATED DURATION:
0248.0' 9/1/2007 30 Days
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
14 1/4" 10 3/4" J-55 40.50 500 | Prem Plus Il 323sx  1.41cuft/sk 14.20 ppg
97/8" 7 5/8" J-65 26.40 3,400 | Lead: Prem. Lite 236 sx  3.82 cuft/sk 11 ppg
Tail: 50/50 Poz 267 sx  1.41cuft/sk  14.20 ppg
6 3/4" 5 1/2" J-55 17.0 6,691 ] Lead: Prem. Lite 122 sx  3.82 cuft/sk 11.0 ppg
Linertop @ 3200 Tail: 50/50 Poz 103sx  1.41cuft/sk 14.20 ppg
25. ATTACHMENTS

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

WELL PLAT OR MAP PREPARED BY LICENSED SURVEYOR OR ENGINEER

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

m COMPLETE DRILLING PLAN

[T] FoRM 5, IF OPERATOR IS PERSON OR COMPANY OTHER THAN THE LEASE OWNER

name PLease priny SCOMt Jacoby mme Landman

SIGNATUR j’//é[d”% oare  6/3/2008
{This spaces for State use only) ‘V IV Approved by the
Utah Division of

AP NUMBER ASSIGNED: [‘7[3'007 hd 5 I 30 g/

{11/2001)

APPROVAL:

i

Oil, Gas and Mining

RECEIVED
JUN 0 3 2008
DIV. OF OlL, GAS & MINING



Range 7 FEast

[N89°2L°L3*W - 5218.087]

_6 l (S89°58'E - 5288.58")
UM ) <
N 4388882 »
E 484280 o
8
L e ——ﬁ_ =
2 SURFACE |85 =
3 WOOLSEY #3-3 3§°57,2 R
S ELev: 9248.0 '02\9"5
(/] ~~ | JTARGET
—e9
o —| 93000 |-
x N 4388558 &
g' 4 E 484974 S
S 37
¢
=
Legend
@  Drilt Hole Location NOTES:

Metal Cap (Found)

RECEIVED

1. UTM and Latitude
are derived using a

G/ Longitude Coordinates
PS Pathfinder and are

Location:

The well location was determined using a Trimble 5700
GPS survey grade unit.

Basis of Bearing:

The Basis of Bearing is GPS Measured.

GLO Bearing:

The Bearings indicated are per the recorded plat obtained
from the U.S. Land Office.

Basis of Elevation:
Basis of Elevation of 9350° being at the Northwest Section

Corner of Section 30, Township 13 South, Range 7 East,
Salt Lake Base and Meridian, as shown on the Scofield

Quadrangle 7.5 minute series map.
Description of Location:

Proposed Drill Hole located in the NE/4 NW/4 of Section 31,
T13S, R7E, S.L.B.&M., being South 660.37' frem North Line
and East 2002.75' from West Line of Section 31, T13S, R7E,
Sait Lake Base & Meridian.

Iarget . .
Proposed Target located in the SE/4 NE/4 of Section 31,
T13S, R7E, S.L.B.&M., being South 1701.00" from North Line
and West 939.00' from East Line of Section 31, T13S, R7VE,
Salt Lake Base & Meridian.

Surveyor’s Certificate:

|, Albert J. Spensko, a Registered Professional Land Surveyor,
holding Certificate 146652 State of Utah, do hereby certify that
the information on this drawing is a true and accurate survey

based on data of record and was conducted under my personal
direction and supervision as shown hereon.

615 North 480 East P.O. Box 1230

Funtington, Utah 84528
Phone (£3S)87-5310  Fax (435)687-5311
E-Mad talonsetv.aet

| TALON RESOURCES, INC.

@ Marion Encrgy Inc.

Woolsey #3-31
Section 31, T13S, R7E, S.L.B.&M.
Carbon County, Utah

shown in NAD 27 Datum. Orawn Checked B
O Rock (Found) JUN 03 2m8 SURFACE TARGET GRAPHIC SCALE N. BUTK°6V|CH L.W.J./A).‘J.S.
Rebar (Found) DIV. OF OIL, GAS & Cat 7 Lone fCAT 7 Lone % ol —= o 1/12/07
LAl 7 LUINY Al 7 LUNY e p—— —_
( )0 ' ' MINING  155536°05. 503N | [59°3875%. 838" ( IN FEET ) A-1 1 2*5000"
111°10'59.624"W || 1111°10°30.L77"W 1 inch = 1000 ft. el
| GPS Measured Revision: 5/29/08 | mea 1 « 4 2943/3617




MEMORANDUM OF SURFACE USE AGREEMENT

KNOW All MEN BY THESE PRESENTS:

That John R. and Lillie E. Woolsey (Woolsey) whose address is HC 35 Box 410 Helper, UT 84526,

("Grantor") and Marion Energy Inc.(Marion), whose address is 119 South Tennessee, Suite 200, McKinney,

Texas, 75069("Grantee") have entered into a Surface Use and Damage Agreement dated effective as of
qacuﬁ' 8, 2 , 2007 ("Agreement").

The Agreement, which is unrecorded and may be found in the files of the Grantor and Grantee, is
adopted herein and made a part hereof by reference to the same full extent as if all its provisions were copied
in full in this Memorandum.

Pursuant to the terms of the Agreement, Grantor grants to Grantee and all of its parent, subsidiary,
or other affiliated companies, their agents, employees and others authorized by them the right-of-way to use
the Property described in Exhibit A and Exhibit A1, attached hereto and made a part of this Memorandum
("Property"), for the purpose of access to and from mineral leases it owns and operates underlying and in the
vicinity of the Property ("Leases"), for well locations, pipelines, power lines and other facilities related to its
conduct of operations pursuant to the Leases.

This Memorandum shall be binding on and inure to the benefit of Grantor and Grantee, their
respective heirs, administrators, successors and assigns.

The parties hereto have executed this Memorandum as of the dates of the respective
acknowledgements.

7 T
/ Rﬁ?géysé(ﬁlé Woolsey Marion Energy Inc.
25-Nerth-300-WMest—, 119 S. Tennessee, Suite 200

Henefer, Utah-84033~ McKinney, Texas, 75069
He 35 JoXre

At PER, A THH
$4 52

G OR-,

Ent 125326 Bk 654 P 229
Pate: 28-AUG-2007 11%14AM
Fee: $18.00 Cash

Filed By: SR

VIKKI BRARNETT, Recorder
CARBOM COUNTY CORFORATION
For: SCOTT JACORY



STATE OF UTAH }

Iss
COUNTY OF CARBON }
The fi ing instryment was ac owledged before me on this _/ th day of A I 2007
by , personally known to me who dcknowledged before
me that they executed the foregoing insgritment for the uses and purposes set forth herein.

WITNESS my hand and seal.

My Commission Expires: f%ﬁ\ ,‘,w//(/

- Notary Public
Sepdember 12, 2009

scOT 8. JACV ¥

N I e
Septomber 13, 3009

STATE OF BTAH. T $Xor§ }
Co\liay }ss
COUNTY OF  GARBON } 15k
The foregomg instrument was acknowledged before me on this @ day of s¥Y | 200?by_
Ken Clocke Viet Rrisided -0 Loog) , on behalf of said comgany.
WITNESS my hand and seal.
My Commission Expires: Q ; :gt ﬂ?//g
Notary Public
Stohembser 17,2009 7 7

My Commission Expires
s.mombor 12 2009

W $COTY 8. JACOBY
;3"“ '”'r Notary Public, State of Texas

Ent 125326 Bk 0654 My 0230



EXHIBIT A

ATTACHED TO AND MADE A PART OF THAT CERTAIN MEMORANDUM OF SURFACE USE
AGREEMENT DATED THIS 4¥\ DAY OF __ Ao sy , 2885 BY AND BETWEEN
WOOLSEY, AS GRANTOR AND MID-POWER., AS GRANTEE. zoo™]

For a two acre drill/pad site to be constructed for the purpose of drilling one well on Grantors property with
surface locations located as described below and further illustrated in exhibit A1:

Woolsey #3-31 Section 31 T13S-R7E 2300°F

9002 .75 'FUL, 66O 37 A

C_hona £s macl 1 8
Ockrobes 2, 200 7

m————

Iohn R Weddssy

4

Ent 125326 Bk 0654 P 0231



Exhibit "A1"

A Sl AL STATE. T L el
//_.z Wi, LT
] Woolsey #3-31

Location

Route into
Location

e T T I
R P

Ent 125326 bk 0654 Py 0232



ONSHORE OIL & GAS ORDER NO. 1
Drilling Plan
Woolsey #3-31

All lease and/or unit operations will be conducted in such a manner that full compliance
is made with applicable laws, regulations (43 CFR 3100), Onshore Oil and Gas Order
No. 1, and the approved plan of operations. The operator is fully responsible for the
actions of his subcontractors. A copy of these conditions will be furnished the field
representative to insure compliance.

1.

Estimated Tops/Geologic Markers

The estimated tops of important geologic markers are as follows:

Name TVD MD Production Phase
Top of Blue Gate 31601t 31851t Gas

Top of Ferron S113ft 58421t Gas

TD 5713ft 66911t

Estimated Depth of Oil, Gas Water and Other Mineral Bearing Zones

The estimated depths at which the top and bottom of the anticipated water, oil, gas
or other mineral bearing formations are expected to be encountered are as follows:

Substance Formation Depth
Gas Ferron 5113°

All fresh water and prospectively valuable minerals encountered during drilling,
will be recorded by depth and adequately protected. All oil and gas shows will be
tested to determine commercial potential.

All water shows and water-bearing sand will be reported to the BLM in Moab,
Utah. Copies of State of Utah form OGC-8-X are acceptable. If noticeable water
flows are detected, samples will be submitted to the BLM along with any water
analyses conducted.

. BOP Equipment

Marion Energy Inc’s minimum specifications for pressure to control equipment
are as follows:

Ram Type: 11” Hydraulic double, 3000 psi w.p.

Ram type preventers and associated equipment shall be tested to approve stack
working pressure if isolated by test plug or to 70 percent of internal yield pressure



of casing. Pressure shall be maintained for at least 10 minutes or until
requirements of test are met, whichever is longer. If a test plug is utilized, no
bleed-off pressure is acceptable. For a test not utilizing a test plug, if a decline is
pressure of more than 10 percent in 30 minutes occurs, the test shall be considered
to have failed. Valve on casing head below test plug shall be open during test of
BOP stack.

Annular type preventers (if used) shall be tested to 60 percent of rated working
pressure. Pressure shall be maintained at least 10 minutes or until provisions of
test are met, whichever is longer.

As a minimum, the above test shall be performed:

when initially installed;

whenever any seal subject to test pressure is broken
following related repairs; and

at 40-day intervals

o oe

Valves shall be tested from working pressure side during BOPE tests with all
down stream valves open.

When testing the kill line valve(s) the check valve shall be held open or the ball
removed.

Annular preventers (if used) shall be functionally operated at least weekly.

Pipe and blind rams shall be activated each trip, however, this function need not
be performed more than once a day.

A BOPE pit level drill shall be conducted weekly for each drilling crew.

The BOP and related equipment shall meet the minimum requirements of
Onshore Oil and Gas Order No. 2 for equipment and testing requirements,
procedures, etc., and individual components shall be operable ads designed.
Chart recorders shall be used for all pressure tests.

Pressure tests shall apply to all related well control equipment.

All of the above described tests and/or drills shall be recorded in the drilling log.

Test charts, with individual test results identified, shall be maintained on location
while drilling and shall be made available to a BLM representative upon request.

Pressure tests shall apply to all related well control equipment.

BOP systems shall be consistent with API RP53. Pressure tests will be conducted
before drilling out from under casing strings which have been set and cemented in
place. Blowout preventer controls will be installed prior to drilling the surface



casing plug and will remain in use until the well is completed or abandoned.
Preventers will be inspected and operated at least daily to ensure good mechanical
working order, and this inspection will be recorded on the daily drilling report.
Preventers will be pressure tested before drilling casing cement plugs.

The Price River Resource Area Office shall be notified, at least 24 hours prior to
initiating the pressure test, in order to have a BLM representative on location
during pressure testing.

a. The size and rating of the BOP stack is shown on the attached diagram.
Although a rig has not been chosen to drill this well, most of the equipment
for this depth of hole in the area use a 117, 3000 psi working pressure blowout
preventor.

b. A choke line and a kill line are to be properly installed. The kill line is not to
be used as a fill-up line.

c. The accumulator system shall have a pressure capacity to provide for repeated
operation of hydraulic preventers.

d. Drill string safety valve(s), to fit all tools in the drill string, are to be
maintained on the rig floor while drilling operations are in progress.

4. Casing and Cementing Program

a. The proposed casing and cementing program shall be conducted as approved
to protect and/or isolate all usable water zones, potentially productive zones,
lost circulation zones, abnormally pressured zones, and any prospectively
valuable deposits of minerals. Any isolating medium other than cement shall
receive approval prior to use. The casing setting depth shall be calculated to
position the casing seat opposite a competent formation which will contain the
maximum pressure to which it will be exposed during normal drilling
operations. Determination of casing setting depth shall be based on all
relevant factors, including; presence/absence of hydrocarbons; fractured
gradients; usable water zones; formation pressures; lost circulation zones;
other minerals; or other unusual characteristics. All indications of usable
water shall be reported

b. Casing design shall assume formation pressure gradients of 0.44 to 0.50 psi
per foot for exploratory wells (lacking better data).

c. Casing design shall assume fracture gradients from 0.70 to 1.00 psi per foot
for exploratory wells (lacking better data)

d. Casing collars shall have a minimum clearance of 0.422 inches of all sides in
the hole/casing annulus, with recognition that variances can be granted for
justified exceptions.



n.

Purpose
Surface

All waiting on cement times shall be adequate to achieve a minimum of 500
psi compressive strength at the casing shoe prior to drilling out.

All casing except the conductor casing, shall be new or reconditioned and
tested used casing that meets or exceeds API standards for new casing.

The surface casing shall be cemented back to surface either during the primary
cement job or by remedial cementing.

All indications of usable water shall be reported to the authorized officer prior
to running the next string of casing or before plugging orders are requested,
whichever occurs first.

Three centralizers will be run on the bottom three joints of surface casing with
a minimum of one centralizer per joint starting with the shoe joint.

Top plugs shall be used to reduce contamination of cement by displacement
fluid. A bottom plug or other acceptable technique, such as a suitable preflush
fluid, inner string cement method, etc. shall be utilized to help isolate the
cement from contamination by the mud fluid being displaced ahead of the
cement slurry.

All casing strings below the conductor shall be pressured tested to 0.22 psi per
foot of casing string length or 1500 psi, whichever is greater, but not to exceed
70 percent of the minimum internal yield. If pressure declines more than 10
percent in 30 minutes, corrective action shall be taken.

m. On all exploratory wells, and on that portion of any well approved for 5SM
BOPE system or greater, a pressure integrity test of each casing shoe shall be
performed. Formation at the shoe shall be tested to a minimum of the mud
weight equivalent anticipated to control the formation pressure to the next
casing depth or at total depth of the well. This test shall be performed before
drilling more than 20 feet of new hole.

The proposed casing program will be as follows:

Depth Hole Size 0.D. Weight Grade Type New or Used
0-500° 14 1/4» 10 3/4740.50# J-35 ST&C New

NewlIntermed. 0-3400° 9 7/8” 7-5/8” 26.4# J-55 LT&C New

Produc.

0.

p.

0-6691° 6 3/4” 5-1/2” 17# J-55 LT&C New
Casing design subject to revision based on geologic conditions encountered.

Please refer to DOGM Form 3 for the Cement program associated with this
well.



q. The price River Resource Area Office should be notified, with sufficient lead
time, in order to have a BLM representative on location while running all
casing strings and cementing.

r. After cementing but before commencing any test, the casing string shall stand
cemented until the cement has reached a compressive strength of at least 500
psi at the shoe. WOC time shall be recorded in the driller’s log.

s. The following reports shall be filed with the District Manager within 30 days
after the work is completed.

1. Progress reports, Form 3160-5 (formerly 9-331) “Sundry
Notices and Reports on Wells”, must include complete
information concerning:

a. Setting of each string of casing, showing the size,
grade, weight of casing set, hole size, setting depth,
amounts and type of cement used, whether cement
circulated or the top of the cement behind the casing,
depth of cementing tools used, casing test method and
results, and the date work was done. Show the spud
date on the first reports submitted.

b. Temperature of bond logs must be submitted for each
well where the casing cement was not circulated to the
surface.

t. Auxiliary equipment to be used is as follows:
1. Kelly cock
2. No bit float is deemed necessary.
3. A sub with a full opening valve.

5. Mud Program

a. The purpose circulating mediums to be employed in drilling are as follows:

Interval Mud Type Mud Wt. Vise. F/L PH
0-TD Air/Foam N/A  N/A N/A --

There will be sufficient mud on location to control a blowout should one
occur.



b. Hazardous substances specifically listed by the EPA as a hazardous waste or
demonstrating a characteristic of a hazardous waste will not be used in -
drilling, testing or completion operations.

6. Evaluation Program

The anticipated type of amount of testing, logging and coring are as follows:

a. No drill stem tests are anticipated, however, if DST’s are run, the following
requirements will be adhered to:

Initial opening of drill stem test tools shall be restricted to daylight hours
unless specific approval to start during other hours is obtained from the
authorized officer. However, DST’s may be allowed to continue at night if
the test was initiated during daylight hours and the rate of flow is stabilized
and if adequate lighting is available (i.e. lighting which is adequate for
visibility and vapor-proof for safe operations). Packers can be released, but
tripping shall not begin before daylight, unless prior approval is obtained from
the authorized officer. Closed chamber DSTs may be accomplished day or
night,

A DST that flows to the surface with evidence of hydrocarbons shall be either
reversed out of the testing string under controlled surface conditions. This
would involve provided some means for reverse circulation.

Separation equipment required for the anticipated recovery shall be properly
installed before a test starts.

All engines within 100 feet of the wellbore that are required to “run” during
the test shall have spark arresters or water cooled exhausts.

b. The logging program will consist of a DIL- GR-SP-CAL-ML-PE and a
Compensated Neutron/Density will be run from surface to 7073’

¢. Whether the well is completed as a dry hole or as a producer, “Well
Completion and Recompletion Report and Log’ (Form 3160-4) will be
submitted no later than 30 days after completion of the well or after
completion of operations being performed, in accordance with 43 CFR 3164.
Two copies of all logs, core descriptions, core analyses, well-test data,
geologic summaries, sample description, and all other surveys or data
obtained and compiled during the drilling, workover, and/or completion
operations, will be filed with form3160-4. Samples (cuttings, fluids, and/or
gases) will be submitted when requested by the authorized officer (AO).

d. The anticipated completion program is as follows:



Perforate Ferron w/ 3-3/8” casing gun @ 6 jspf using 23 gram charges. Break
down formation with 2000 gallons of Formic acid. Fracture stimulate
formation w/ 25# Cross linked x-Linked Gel and 200,0001bs of 16/30 mesh
sand.

. Anticipated Pressures and H.S

a. The expected bottom hole pressure is 1200 psi. Low pressures are anticipated.

b. No hydrogen sulfide gas is anticipated.

. Other Information and Notification Requirements

a. Should the well be successfully completed for production, the AO will be
notified when the well is placed in a producing status. Such notification will
be sent by telegram or other written communications, not later than 5 days
following the date on which the well is placed on production.

b. The data on which production is commenced or resumed will be construed for
oil wells as the date on which liquid hydrocarbons are first sold or shipped
from a temporary storage facility, such as a test tank, and for which a run
ticket is required to be generated or, the date on which liquid hydrocarbons are
first produced into a permanent storage facility, whichever first occurs; and,
for gas wells as the date on which associated liquid hydrocarbons are first sold
or shipped from a temporary storage facility, such as a test tank, and for which
a run ticket is required to be generated or the date on which gas is first
measured though permanent metering facilities, whichever first occurs.

c. Pursuant to NTL-4A, lessees or operators are authorized to vent/flare gas
during initial well evaluation tests, not exceeding a period of 30 days or the
production of 50 MMCF of gas, whichever occurs first. An application must
be filed with the District Engineer and approval received, for any
venting/flaring of gas beyond the initial 30 day or authorized test period.

d. Gas produced from this well may not be vented or flared beyond an initial
authorized test period of 30 days or 50 MMCF following its completion,
whichever occurs first, without the prior written approval of the Authorized
Officer. Should gas be vented or flared without approval beyond the
authorized test period, the operator may be directed to shut-in the well until
the gas can be captured or the operator shall be required to compensate the
lesser for that portion of the gas vented or flared without approval which is
determined to have been avoidably lost.

e. A schematic facilities diagram as required by 43 CFR 3162.7-2, 3162.7-3 and
3162.7-4 shall be submitted to the appropriate District Office within 30 days



of installation or first production, whichever occurs first. All site security
regulations as specified in 43 CFR 3162.7 and Onshore Order No.3 shall be
adhered to. All product lines entering and leaving hydrocarbon storage tanks
will be effectively sealed in accordance with 43 CFR 3162.7-4.

Section 102(b)(3) of the Federal Oil and Gas Royalty Management Act of
1982, as implemented by the applicable provisions of the operating
regulations at Title 43 CFR 3162.4-1(c), requires that “not later than the 5%
business day after any well begins production on which royalty is due
anywhere on a lease site or allocated to a lease site, or resumes production in
the case of a well which has been off production for more than 90 days, the
operator shall notify the authorized officer by letter or sundry notice, Form
3160-5, or orally to be followed by a letter or sundry notice, of the date on
which such production has begun or resumed.”

If you fail to comply with this requirement in the manner and time allowed,
you shall be liable for a civil penalty of up to $10,000 per violation for each
day such violation continues, not to exceed a maximum of 20 days. See
Section 109 (3) of the Federal Oil and Gas Royalty Management Act of 1982
and the implementing regulations at Title 43 CFR 3162.4-1(b)(5)(ii).

. Drilling will commence on approximately September 1, 2006
. Itis anticipated that the drilling of this well will take approximately 30 days.

No location will be constructed or moved, no well will be plugged, and no
drilling or workover equipment will be removed from a well to be placed in a
suspended status without prior approval of the AO. If operations are to be
suspended, prior approval of the AO will be obtained and notification given
before resumption of operations.

Immediate Report: Spills, blowouts, fires, leaks, accidents, or any other
unusual occurrences shall be promptly reported in accordance with the
requirements of NTL-3A or its revision.

. If areplacement rig is contemplated for completion operations, a “Sundry
Notice” Form 3160-5 to that effect will be filed, for prior approval of the AO
and all conditions of this approved plan are applicable during all operations
conducted with the replacement rig.

>

Pursuant to Onshore Order No. 7, with the approval of the District Engineer,
produced water may be temporarily disposed of into unlined pits for a period
of up to 90 days. During the period so authorized, and application for
approval of the permanent disposal method, along with the required water
analysis and other information must be submitted to the District Engineer.



m. No well abandonment operations will be commenced without the prior
approval of the AO. In the case of newly drilled dry holes or failures, and in
emergency situations, oral approval will be obtained from the SO> A
“Subsequent Report of Abandonment” Form 3160-5, will be filed with the AO
within 30 days following completion of the well for abandonment. This
report will indicate where plugs were placed and the current status of surface
restoration. Final abandonment will not be approved until the surface
reclamation work required by the approved APD or approved abandonment
notice has been completed to the satisfaction of the AO or his representative
or the appropriate Surface Managing Agency.



Surface Use Plan
Marion Energy Inc.
Woolsey #3-31

Thirteen Point Surface Use Plan

1. Existing Roads

a.

The proposed well site is located approximately 2 miles west northwest of
Clear Creek, Utah and approximately 4 miles Southwest of Scofield, Utah..

Directions to the location from Scofield, Utah are as follows:

Head south from Scofield Utah on Highway 96, approximately % mile north
of the Village of Clear Creek you will turn right onto Boardinghouse Canyon
Road (which is a private road owned by numerous individuals) You will
follow Boardinghouse Canyon Road for approximately 1.75 miles to the
wellsite.

For location of access roads see Maps A & B.

Top map A is the vicinity map showing the access route from Clear Creek,
Utah.

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

All existing roads will be maintained and kept in good repair during all
drilling and completion operations associated with this well.

Existing roads and newly constructed roads on surface under the jurisdiction
of any Surface Managing Agency shall be maintained in accordance with the
standards of the SMA.

2. Planned Access Roads




a.

b.

The access roads to this location will be using an existing private road up the
Boardinghouse Canyon

Surface disturbance and vehicular travel will be limited to the approved
location and approved access route. Any additional area needed will be
approved in advance.

3. Location of Existing Wells Within a 1-Mile Radius of the Proposed Location

c.

f.

Water wells — none

Injection wells — none

Producing wells — Please see topo location map L-1
Drilling wells — Oman 3-32

Shut-in wells — Utah Fuel #4; Utah State #1; Utah Fuel #8

For reference please see topo map B

4, Location of Tank Batteries and Production Facilities

a.

All permanent structures (onsite for six months or longer) constructed or
installed (including pump jacks) will be painted a neutral color to blend with
the surrounding environment. Facilities required to comply with the
Occupational Safety and Health Act (OSHA) will be excluded.

If storage facilities/tank batteries are constructed on this lease, the
facility/battery or the wellpad shall be surrounded by a containment dike or
sufficient capacity to contain at a minimum, the entire content of the largest
tank within the facility/battery, unless more stringent protective requirements
are deemed necessary by the authorized officer.

All loading lines will be placed inside the berm surrounding the tank battery

Gas meter runs for each well will be located within 500 feet of the wellhead.
The gas flowline will be buried or anchored down from the wellhead to the
meter and 500 feet downstream of the meter run or any production facilities.
Meter runs will be housed and/or fenced. All buried pipelines shall be
covered to a depth of 3ft except at road crossings where they shall be covered
to a depth of 44t.



c.

The oil and gas measurement facilities will be installed on the well location.
The oil and gas meters will be calibrated in place prior to any deliveries.
Tests for meter accuracy will be conducted monthly for the first three months
on new meter installations and at least quarterly thereafter. The AO will be
provided with a date and time for the initial meter calibration and all future
meter proving schedules. A copy of the meter calibration reports will be
submitted to the Vernal District Office. All meter measurement facilities will
conform with Onshore Qil and Gas Order No. 4 for liquid hydrocarbons and
Onshore Oil and Gas Order No. 5 for natural gas measurement.

Any necessary pits will be properly fenced to prevent any wildlife entry.

All site security guidelines identified in 43 CFR 3162.7 regulations will be
adhered to.

All access roads will be maintained as necessary to prevent erosion and
accommodate year-round traffic.

The road will be maintained in a safe useable condition.

The site will require periodic maintenance to ensure that drainages are kept
open and free of debris, ice, and snow, and that surfaces are propetly treated
to reduce erosion, fugitive dust, and impacts to adjacent areas.

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 facilities.

5. Location and Water Supply

a.

b.

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).

No water wells are to be drilled.

6. Source of Construction Material

a.

b.

Surface and subsoil materials in the immediate area will be utilized.

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 from a local gravel pit over existing access roads in the area. No
special access other than for drilling operations and pipeline construction is
needed.



C.

The use of materials under BLM jurisdiction will conform with 43 CFR
3610.2.3. Construction material will not be located on lease.

7. Methods of Handling Waste Disposal

a.

The reserve pit will be constructed so as not to leak, break, or allow discharge.
The reserve pit will be lined with a minimum 10mil plastic liner.

The reserve pit will be constructed of sufficient size and capacity for the
necessary fluids for drilling and to contain any runoff from the drill site. Pits
will not be constructed within intermittent or perennial stream channels.

No trash, scrap pipe, etc., that could puncture the liner will be disposed of in
the pit. 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.

. The reserve pit will be constructed in undisturbed material and below the

natural ground level.

A minimum 2-foot freeboard will be maintained in the pit at all times during
the drilling operation and the pit will be fenced during drilling and completion
operations.

Burning will not be allowed. All trash will be contained in a trash cage and its
contents removed at the end of drilling operations and hauled to an approved
disposal sight.

After first production, produced waste water will be confined to a unlined pit
or storage tank for a period not to exceed ninety (90) days. During the 90-day
period, in accordance with Onshore Order No. 7, an application for approval
of a permanent disposal method and location, along with the required water
analysis, will be submitted for the AO’s approval. Failure to file an
application within the time allowed will be considered an incident of
noncompliance.

Drill cuttings are to be contained and buried in the reserve pit.

Any salts and/or chemicals which are an integral part of the drilling system
will be disposed of in the same manner as the drilling fluid.

Sewage will be placed in a portable chemical toilet or holding tank and
disposed of in accordance with state and county regulations.
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The produced fluids (other than water) will be produced into a test tank until
such time as construction of production facilities is completed. Any spills of
oil, gas, salt water or other produced fluids will be cleaned up and removed.

Ancillary Facilities

There are no airstrips, camps, or other facilities planned during the drilling of the
proposed well.

Well Site Layout

a.

All cut and fill slopes will be such that stability can be maintained for the life
of the activity. The upper edges of all cut banks on the access roads and well
pads will be rounded. Cut and fill slopes will be constructed as follows:

Height of Slope Slope
0-5 feet 3:1
6-10 feet 2:1
Over 10 feet 1-1/2:1

All fills will be free from vegetative materials and will be compacted in lifts
no greater than 12 inches in thickness to a minimum of 90 percent Proctor dry
density sufficient to prevent excessive settlement.

The working surface of the drill site will be surfaced with crushed gravel to a
depth sufficient to support anticipated loads throughout the life of the well.
Usually a depth of 12 inches of gravel is anticipated.

A diversion ditch having the minimum dimensions of 3 feet horizontal to 1
foot vertical (3:1 ditch), will be constructed around the site to divert surface
waters from flowing onto the site. The ditch will be located at the base of the
cut slope and around the toe of the fill slopes (see Drawing No. 1 —
Construction Requirements of Typical Well Sites). A straw dike will be
constructed in the ditch outflow to trap any sediment produced from the raw
slopes. A culvert will be necessary where the access road enters the site.

A berm will be constructed around the perimeter of the site to contain all
precipitation, spills, and other fluids from leaving the site. The berm will be a
minimum of 18 inches high, 12 inches wide at the top, and having 1-1/2:1 side
slopes. The site surface will be graded to drain to the reserve pit. The
drainage pattern to be constructed will be modified for each site, depending on
the site specific conditions.

The reserve pit will be located on the North side of the location.



g.

The stockpiled topsoil (first six inches or maximum available) will be stored
along the perimeter of the location as shown on the location platt.

All pits will be fenced to prevent wildlife entry.

The reserve pit fencing will be on three sides during drilling operations and on
the fourth side when the rig moves off the location. Pits will be fenced and
maintained until cleanup. Reclamation will be undertaken no later than the
fall of the year after all drilling activity has ceased.

10. Plans for Restoration of Surface

Dry Hole

a.

Rehabilitation of the entire site will be required and will commence
immediately after the drilling is complete. The site will be restored as nearly
practical to its original condition. Cut and fill slopes will be reduced and
graded to conform to the adjacent terrain.

Drainages will be re-established and temporary measures will be required to
prevent erosion to the site until vegetation is established.

Generally speaking, the standpipe for well identifications will be removed on
National Forest lands. A final determination will be made on a case-by-case
basis.

After final grading and before the replacement of topsoil, the entire surface of
the site shall be scarified to eliminate slippage surfaces and to promote root
penetration. Topsoil will then be spread over the site to achieve an
approximate uniform, stable thickness consistent with the established
contours.

A temporary fence will be constructed around the site until vegetation is
established. The fence will then be removed.

At such time as the well is plugged and abandoned, the operator shall submit a
subsequent report of abandonment.

Producing Location

a.

Site reclamation for producing wells will be accomplished for portions of the
site not required for the continued operation of the well. All disturbed surface
will be treated to prevent erosion and to complement the esthetics of the area.
A new site plan will be required encompassing the facilities required for
operation and interim reclamation measures.



11.

. Immediately upon well completion, the location and surrounding area will be

cleared of all unused tubing, equipment, debris, materials, trash and junk not
required for production.

Immediately upon well completion, any hydrocarbons on the pit shall be
removed in accordance with 43 CFR 3162.7-1.

. The plastic nylon reinforced liner shall be torn and perforated before

backfilling of the reserve pit.

At the end of drilling operations, drilling fluids will be hauled to an approve
disposal site. All polluting substances or contaminated materials, such as oil,
oil-saturated soil, and gravel, will be buried within a minimum of 2 feet of
clean soil as cover or be removed from the Forest.

Once the reserve pit is dry, the reserve pit and that portion of the location not
needed for production facilities/operations will be recontoured to the
approximate natural contours.

. The cut and fill slopes and all other disturbed areas not needed for the

production operation will be topsoiled and re-vegetated. The berm will be
removed and the site graded to drain.

. The site will be seeded and/or planted as prescribed by the surface owner.

This prescription will be determined prior to site construction on a site
specific basis. Nutrients and soil amendments will be applied to the
redistributed surface soil later as necessary to meet the re-vegetation
requirements. Fall seeding will be completed after September, and prior to
prolonged ground frost.

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

Surface Ownership

Access Roads — All roads to the location are located within the area of ownership
of Clear Creek Home Association, and Oman Ranches, and John Woolsey

Well Pad — The well pad is located on lands owned by the John Woolsey

12. Other Information

a. A Class III cultural resource inventory will be completed prior to
disturbance by a qualified professional archaeologist.



b. 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 uncovered during
construction, the operator is to immediately stop work that might further
disturb such materials, and contact the authorized officer (AO). Within
five working days the AO will inform the operator to:

i

ii.

iii.

whether the materials appear eligible for the National Register of
Historic Places;

the mitigation measures the operator will likely have to undertake
before the site can be used (assuming the site preservation is not
necessary); and

a time frame for the AO to complete and expedited review under
36 CFR 800.11 to confirm, through the State Historic Preservation
Officer, that the findings of the AO are correct and that mitigation
is appropriate. If the operator wishes, at any time, to relocate
activities to avoid the expense of mitigation and/or the delays
associated with this process, the AO 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 AO will provide technical and procedural
guidelines for the conduct of mitigation. Upon verification from
the AO that required mitigation has been completed, the operator
will then be allowed to resume construction.

c. 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) 0f 1986, as defined in 40

CFR, would be used, produces, transported, stored, disposed, or associated
with the proposed action.

d. All lease and/or unit operations will be conducted in such a manner that
full compliance is made with all applicable laws, regulations, Onshore Oil
and Gas Orders, the approved plan of operations, and any applicable
Notice to Lessees. The operator is fully responsible for the actions of his
subcontractors. A copy of these conditions will be furnished the field
representative to insure compliance.

e. A complete copy of the approved APD shall be on location during
construction of the location and drilling activities.



f. There will be no deviation from the proposed drilling and/or workover
program without prior approval from the AO. Safe drilling and operating
practices must be observed. All wells, whether drilling, producing,
suspended, or abandoned will be identified in accordance with 43 CFR
3162.h.

g. “Sundry Notice and Report on Wells” (Form 3160-5) will be filed for

approval for all changes of plans and other operations in accordance with
43 CFR 3162.3-2.

h. This permit will be valid for a period of one year from the date of
approval. An extension period may be granted, if requested, prior to the
expiration of the original approval period.

13. Lessee’s or Operator’s Representative and Certification

Permit Matters

Marion Energy Inc.

Keri Clarke

119 S. Tennessee Suite 200
McKinney, TX, 75069
(972)540-2967

Drilling & Completion Matters
Marion Energy Inc..

2901 East 20" Street
Farmington, NM, 87402

Doug Endsley — V P Operations
(505)564-8005



Certification

I hereby certify that I, or Persons under my direct supervision, have inspected the
proposed drill site and access rout; 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 it’s contractors and
subcontractors in conformity with the plan and the terms and conditions under
which it is approved.

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

/-17- Zoa 7 &Jf’ JMK&,
7 /

Date Name



@ Marion Energy Inc.

July 17,2007

Utah Division of Oil Gas and Mining
ATTN: Diana Whitney

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

84116

RE:  Woolsey 3-31 Surface Ownership
Dear Ms. Whitney

Please find the information below regarding the Surface Owner of the Woolsey
3-31

John Woolsey
34 Main Street
Clear Creek, UT
(435) 448-9644

If you require any further information, please do not hesitate to contact me at
(972) 540-2967 ext. 3008 or email sjacoby@marionenergy.com

Sincerely,

Scott Jacoby
Landman
Marion Energy Inc.

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



Bond No. B002776

DATE BOND EXECUTED (Must be same or later than date of
PERFORMANCE BOND contract)

(See instructions on reverse) 04/12/06

OMB No.: 9000-0045

Public reporting burden for this collection of information is estimated to average 25 minutes per response, including the time for reviewing nstructions, searching existing data
sources, gathering and maintaining the data needed, and completing and reviewing the collection of information. Send comments regarding this burden estimate or any other
aspect of this collection of information, including suggestions for reducing this burden, to the FAR Secretariat {MVR), Federal Acaquisition Policy Division, GSA, Washington,
DC 20405

PRINCIPAL (Legal name and business address) TYPE OF ORGANIZATION ("X" one}

Marion Energy Inc.
119 South Tennessee, Suite 200 [ wovioua [ parmnerste

McKinney, Texas 75069 | [] soint venTure CORPORATION

STATE OF INCORPORATION

SURETY(IES) (Namef(s) and business address(es) PENAL SUM OF BOND
U.S. Specialty Insurance Company MILLION(S) THC;‘;EAND(S) HU:(;RED(S’ CE;)T S
13403 Northwest Freeway CONTRACT DATE _ |CONTRACT NO.
Houston, Texas 77040
09/06/02 0410-03-13

OBLIGATION:

We, the Principal and Surety(ies), are firmly bound to the United States of America (hereinafter called the Government) in the above penal sum. For
payment of the penal sum, we bind ourselves, our heirs, executors, administrators, and successors, jointly and severally. However, where the
Sureties are corporations acting as co-sureties, we, the Sureties, bind ourselves in such sum "jointly and severally" as well as "severally” only for the
purpose of allowing a joint action or actions against any or all of us. For all other purposes, each Surety binds itself, jointly and severally with the
P]Iincipal, for the payment of the sum shown opposite the name of the Surety. If no limit of liability is indicated, the limit of liability is the full amount
of the penal sum.

CONDITIONS:
The Principal has entered into the contract identified above.

THEREFORE:

The above obligation is void if the Principal -

(al(1) Performs and fulfills all the undertakings, covenants, terms, conditions, and agreements of the contract during the original term of the
contract and any extensions thereof that are granted by the Government, with or without notice to the Surety(ies), and during the life of any guaranty
required under the contract, and (2} performs and fulfills all the undertakings, covenants, terms conditions, and agreements of any and all duly
authorized modifications of the contract that hereafter are made. Notice of those modifications to the Suretylies) are waived.

(b} Pays to the Government the full amount of the taxes imposed by the Government, if the said contract is subject to the Miller Act, (40 U.S.C.
270a-270e), which are collected, deducted, or withheld from wages paid by the Principal in carrying out the construction contract with respect to
which this bond is furnished.

WITNESS:

The Principal and Surety(ies) executed this performance bond and affixed their seals on the above date.

e PRINCIPAL
2. 3.
SIGNATURE(S) 3 e
. (Seal (Seal) sSwnits,  SCOT $od ngYﬁ%go e
T A ot .
NAME(S) & “ KERI CLARKE = s EPULE My Commissn‘o szgggﬁea
e VICE PRESIDE : GRS september 13,
Typed) NT - LAND 1Nt o
INDIVIDUAL SURETY(IES)
T. ' 2.
SIGNATURE(S} .
{Seal) (Seal)
NAME(S) 1. 2.
(Typed)
CORPORATE SURETY{IES)
U.S. Specialty Insurance Company STATE OF INC. LIABILITY LIMIT - )
NAME & )
| ADDRESS | (%Mo m 4 7/ Texas $ 103,000.00 -
> 1.7 - 2. ]
E SIGNATURE(S) / / W/ z Co;pec;r'ate
& . : - .
2 NAWETS] & [T 7 7 ( Z. T '
(;—y';i(,f} W. Russell Brown, Jr._stforney-in-Fact

STANDARD FORM 25 (REv. 5-96 )
Prescribed by GSA-FAR {48 CFR) 53.228(b)

AUTHORIZED FOR LOCAL REPRODUCTION
Previous edition not usable



PA002776

POWER OF ATTORNEY
(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 T exas, 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
(83,000,000) and to bind the Company thereby as fully and to the same extent as if such bonds were signed by the 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. 8. 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 1s 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 authonity 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 indemmity 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 i1 Resolved, that the signature of any authorized officer and seal of the Company heretofore or hereafter affixed to any power of attomey or any certificate relating
thereta by facsimile, and any power of attomey or certificate bearing facsimule signature or facsimile seal shall be vahd and binding upon the Company with respect to
any bond or undertaking to which it 1s attached. (Adopted by unamimous written consent in lieu of meetin gon July 7, 2003.)

In Witness Whereof, U. S. SPECIALTY INSURANCE COMPANY has caused these presents to be signed by its President, and its
corporate seal to be hereto affixed this 19™ day of January, 2006.

Corporate Seal U. S. SPECIALTY INSURANCE COMPANY
By
1
State of Texas M—(J{ 3\,//\1.)\‘
County of Harris ss: Michael J. Schell, President

On this 19" day of January, 2006 before me personally came Michael J. Schell, to me known, who, being by me duly sworn, did
depose and say, that he resides in Houston, Texas, that he is 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.

ﬁ/\ Mﬂ QfM , Notary Public

My commission expires il -JO-~ Dq]

L, 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.

In Witmess Whereof, I haveéléereunto set my hand and affixed the seal of said Comg A ouston, Texas this _12th  day of
April . ,20086,

Corporate Seal

Christopher L. Martin, Secretary



Bond No. B002776

SURETY RIDER

To be attached to and form a part of Bond No. B002776 on behalf of
Marion Energy Inc. as principal and executed by U.S. Specialty Insurance

Company, as surety.

Effective date of bond: 04/12/2006
Effective date of change: 05/31/2006

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

The penalty amount has increased from:

$103,000.00
T0:
$128,000.00
Nothing herein contained shall vary, alter, or extend any provision or

condition of this bond except as herein expressly stated.

SIGNED, SEALED AND DATED THIS: May 31, 2006

Marion Enerey Inc. U.S. Specialty Insurance Company
Name of Pyincipal -

Signature - Si ,vature ’
& KER! CLARKE &

VICE P : in-Fact
RESIDENT - LAND W. Russell Bfown, Jr. Attorney-in-Fact

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




PA002776

POWER OF ATTORNEY
(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
(83,000,000) and to bind the Company thereby as fully and to the same extent as if such bonds were signed by the 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 1s hereby vested with full

power and authonty to appont 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 authonity for and in the name of and of behalf of the Company, 1o execute, acknowled ge and dehver, any and all bonds,
recognizances, contracts, agreements or indemmity and other conditional or obhigatory 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 Attomey-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 authonized officer and seal of the Company heretofore or hereafter affixed to any power of attomey or any cernficate 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 s attached. (Adopted by unanimous written consent 1n lieu of meenhng on July 7, 2003.)

In Witness Whereof, U. S. SPECIALTY INSURANCE COMPANY has caused these presents to be signed by its Presideht, and its
corporate seal to be bereto affixed this 19 day of January, 2006.

Corporate Seal U. S. SPECIALTY INSURANCE COMPANY
By

' hol |4

State of Texas M‘f | /\/O\ﬂ

County of Harris ss: Michael J. Schell, President

On this 19% day of January, 2006 before me personally came Michael J. Schell, to me known, who, being by me duly sworn, did
depose and say, that he resides in Houston, Texas, that he is 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
1s 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.
SR, Sherri Gibson
1"t Notary Public, State of Texas ()
Notpry Seads” Myuovm 10, 2009 A U AW ( , Notary Public

My commission expires J_f o~ Dg]

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.

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

ouston, Texas this _31st _ day of
May , 209_@_

Corporate Seal

N
Christopher L. Martin, Secretary



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
(fune 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 Serial Number (For Individual Bond Only)
Other Ol and Gas and Geothermal Leasing Authorities as Applicable

CHECK ONE: X! o1 AND GAS (] GEOTHERMAL RESOURCES
CHECK ONE:
SURETY BOND . -
KNOW ALL BY THESE PRESENTS. THAT Marion Energy Inc.
{name)
of 119 8. Tennessee, Suite 200, McKinney, Texas 75069
(address)
as principal, and U.S. Specialty Insurance Company
(name)
of 13403 Northwest Freeway, Houston, Texas 77040 , as surcty,

(address)

are held and firmly bound unto the United States of America in the sum of Twenty-five Thousand and no/100

dollars (§ 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.

(] PERSONAL BOND

KNOW ALL BY THESE PRESENTS, That

t (name)

of . a5 principal, is held and firmly
(address) . .

bound unto the United States of America in the sum of

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

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

forth in this bond and the wnstrument(s) granting nghts and interests in Federal lands. must be paid 10 the principal. The principal hereby for lumsclf/herself, any heirs, executors, administrators,
successors, and assigns, joint and severally, ratifies and confirms whatever the Secretary shall do by virtue of these presents.

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 sct forth in this
bond and the instruments granting nghts and interests n Federal lands In the case of any default 1n the performance of the conditsons and stipulations of such undertaking, it is agreed that: (1)
for a Surety Bond, the surety/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
OF any portion thereof, to the satsfaction of any‘damages, asscssments, late payment charges, penalties, or deficiencies ansing by reason of such default.

with a rescrvation of the od and gas and geothermal deposits 10 the United States; (3) any lessce, pernuttee, or contractor, under a lease, permit, or resource sale contract 1ssued, or to be issued,
by the United States covenng the same land subject o this bond, covering the use of the surface or the prospecting for, or the development of other mincral deposits in any portion of such land,
10 be paud to the United States. For such payment, well and truly 10 be made, we bind ourselves &nd each of our hewrs, executors, admunistrators, successors, and assigas, jointly and scverally.

This bond shall cover all surface disturhing activities related to dnlling operations on a Federal leasehold(s) 1n accordance with authorization(s) granted under the Acts cited above for:
CHECK ONE- L
D NATIONWIDE BOND — Operauons conducted 'l;y or on behalf of the principal(s) or on the leasehold(s) of the principal(s) in the United States including the National Petroleum Reserve

in Alaska (NPR-A) when a nder sufficient to bring the amount in conformance with 43 CFR 3134 15 provided, and provided a nder 1s obtained, also coverage
of multiple exploratuon operations

K] STATEWIDE BOND — Operations conducted by or on behalf of the principal(s) or on the I&xschold(s?_| of the principal(s), except the NPR-A, and, provided a rider 1s obtamned, also
coverage of multiple exploration operations within the single state of. Uta

0 INDIVIDUAL BOND — Operations conducted by or on behaif of the pruncipal or on the leasehold of the principal on the single lease idenufied by the serial number above.

NATIONAL PETROLEUM RESERVE IN ALASKA (NPR-A) BOND — This bond shall cover
O NPR-A LEASE BOND ~ The terms and condiions of a single lease

O NPR-A WIDE BOND — The terms and conditions of all leases, and provided a rider 15 obtatned, coverage of multiple exploration operations

(Continued on reverse)



BOND CONDITIONS

The conditons of the foregomng obligations are such that

I. WHEREAS the principal has an interest in a lease(s) and/or responsibility for
operations on a lease(s) 1ssued under the Acts cited 1n this bond. and

2 WHEREAS the principal and surety agree(s) that with notice 1o the surety the
coverage of this bond, tn 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 to or acquired by the obligor/princapal. except
under individual lease bonds, the coverage is to be confined to the principal’s hold-
ing(s) and/or authonzation(s) granted under the Acts cited in this bond, and to become
effective immediately upon such authorization, approval or issuance of a transfer
n favor of the principal; and

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

¢ Any activity subsequent hereto of the principal as operator under a lease(s) 1ssued
pursuant 10 the Acts cited in this bond, and

Provided, That the surety may elect 10 terminate the additional coverage authorized
under this paragraph. Such termination will become effective 30 days after the BLM
receives nouce of the election 10 terminate. After the termination becomes effective.,
the additional interest(s) identfied n this paragraph will not be covered by this bond.
and

3 WHEREAS the principal and surely 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 inicrest in any part or all of the lands in the lease(s) 1n which event
the assignee(s) shall be considered 1o be coprincipal(s) on an individual or NPR-A
bond as fully and 1o the same extent as though his‘her or their duly. zuthenucated
signatures appeared thereon, and

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

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 10 the lands retained in 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 to remain bound under this bond as to the interests in the operat-
ing rights retained by the principal, and

¢ Any modification of a lease oroperaung right, or obligation thereunder, whether
made or effected by commutment of lease or operating right to umit, cooperative,
communilization or storage agreemcents, o development contracts, suspensions of oper-

auons or production, wajvers. suspensions or changes i rental, minimum 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 surety hereby agree(s) that notwithstanding the ter-
mination, expiration. cancellation or relinquishment of any leasef(s), whether by oper-
ation of law or otherwise, the bond shall remain in full force and effect as to the
terms and conditions of all remaining leases and oblhigations 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 permitted to furmish this bond in
lieu of the lessee(s) or operaung rights owner(s), agrees and by these presents does
hereby bind humself/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 said lessor 1 enforcing, as agamnst any responsible party, the payment of
rentals or royalties or the performance of any other term or conditton 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 pnncipal 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 cither of them, without the necessity
of joining the lessee(s). and

9 WHEREAS if the principal fails 1o comply with any provisions of an o1l and gas
lease, and the noncompliance continues for thirty (30) days after wnitten notice thereof,
such lease shall be subject to cancellatton and the principal shall also be subject to
applicable provisions and penalties of the Federal Oil and Gas Royalty Management
Act (30 U 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.

10 NOW, THEREFORE If said principal, hisiher heirs, executors, administrators,
successors, or assigns shall in all respects faithfully comply with all of the provi-
sions of the mnstrument(s) granting nights and interests 1n Federal lands referred to

above. then the obligations are to be void. otherwise to remain m full force and effect. B

7th April

Signed this day of

2005 4, the presence of

NAMES AND ADDRESSES OF WITNESSES

R J Ly % CmanON ENERGY )

Marion Energy Ipt.

(L.S.)
Z () ZM / M&‘i I Z/k&fﬂd ) 11946, Ipayessemwgortn;l;;%nney, Texas 75069
Molly Baﬁenﬂeldﬂﬂlgm L 4 vt M WW LS

W. Russell Brown, Jr., Attorﬁey-in-Fa rety) U.S. Specialty Insurance Company
13403 Northwest Freeway, H n, Texas 77040 )

Diane E. Carey: 4 /é, g // dl,

If this bond 1s executed by a corporauon, it ru/sl;ear the seal of that corporation

#(Busincss Address)

U.B. 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 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
(33,000,000) 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 Aftorney-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:

Atiorney-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 Attomey-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 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 157 day of March, 2005.

Corporate Seal U. S. SPECI
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 sworn, 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 )
Not§ ON 7! L “Notary Public
RSy, SHERRIGIBS Ui 7l %4 Notary

b RES .
\i MY COMMISSION EXPI .. . v _
ﬁ 'of October 17, 2005 My commission expires / G-{1 02)’

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.

In Witness Whereof, I have hereunto set my hand and affixed the seal of said Com Houston, Texas this _7th day of

April ,2005.

Corporate Seal

ef L. Martin, Secretary



BOND NUMBER, B002777

Corporate Surety Bond

STATE OF UTAH
BOND OF LESSEE

KNOW ALL MEN BY THESE PRESENTS, that we Marion Energy Inc. of 119 South Tennessee, Suite 200, McKinney.
Texas 75069 as principal and U.S. Specialty Insurance Company as surety are held and firmly bound unto the
State of Utah in the sum of Fifteen Thousand and no/100 Dollars($15.000.00) lawful money of the United States to be
paid to the School & Institutional Trust Lands Administration, as agent for the State of Utah, for the use and benefit of the
State of Utah, and of any patentee or purchaser of any portion of the land covered by the hereinafier described lease
heretofore sold or which may hereafter be sold with a reservation to the State of Utah, on the surface or of other mineral
deposits of any pordon of such lands, for which payment, well and truly to he made, we bind ourselves, and each of us,
and each of our heirs, executors, administrators, successors, sublessees, and assignees, jointly and severally by these
presents.

Signed with our hands and sealed this ]2 day of __April _ , 2006.

The condition of the foregoing obligation is such that,

WHEREAS, The State of Utah, as Lessor, issued a(n) lease, Lease Number __

and dated ,to as lessee (and

said lease has been duly assigned under date of to Jto drill for,

mine, extract, and remove all of the
deposits in and under the following described lands, to wit:

NOW, THEREFORE, the principal and surety shall be obligated to pay all monies, rentals, royalties, cost of
reclamation , damages to the surface and improvements thereon and any other damages, costs, expensed, penalties,
interest or liabilities which arise by operation of or in connection with the above described lease(s) accruing to the Lessor
and shall fully comply with all other terms and conditions of said lease, the rules, regulations and polices relating thereto
of the School & Institutional Trust Lands Administration, the Board of Oil, Gas and Mining, and the Division of Qil, Gas
and Mining as they may now exist or may from time to time be modified or amended. This obligation is in effect even if
the principal has conveyed part of its interest to a successor in interest. If the principal fully satisfies the above described
obligations, then the surety’s obligation to make payment to the State of Utah is void and of no effect, otherwise, it shall
remain in full force and effect until released by the School & Institutional Trust Lands Administration.

Marion Energy Inc. (SEAL)
Witness Principal
’ BONDING COMPANY
///lm(_/’,, 2@ [ — By: U.S/Speei Company .~

Witness Molly Redgan
. Attest:

W RuW‘iﬂ-Fact
Resident Agent: ’

Edwin H. Franks_AIIT, 207768

Bonding Address:_13403 Northwest Freeway

Houston, Texas 77040




PA002777
POWER OF ATTORNEY
(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 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 15 hereby vested with full
power and authonity to appont 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
Pprovisions:

Attorney-in-Fact may be given full power and authonty 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 obhigatory undertakings and any and all notices and documents canceling or termunating the
Company’s liabihity thereunder, and any such nstruments 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 authonized officer and seal of the Company heretofore or hereafter affixed to any power of attorney or any cerificate 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 1t 15 attached. (Adopted by unanimous wnitten 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 President, and its
corporate seal to be hereto affixed this 19™ day of January, 2006.

Corporate Seal , U. S. SPECIALTY INSURANCE COMPANY
By
. N ,
State of Texas M‘—ﬁ/{ i‘\,//\/{)\
County of Harris ss: Michael J. Schell, President

On this 19" day of January, 2006 before me personally came Michael J. Schell, to me known, who, being by me duly sworn, did
depose and say, that he resides in Houston, Texas, that he is 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.

PSLIAAN! M , Notary Public

My commission expires i f -0~ Da!

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.

In Witness Whereof, I have616ereunto set my hand and affixed the seal of said Co Al ouston, Texas this _12th _ day of
April , 20VU0

Corporate Seal

—~
Christopher L. Martin, Secretary



STATE OF UTAH FORM 4A
DEPARTMENT OF NATURAL RESOURCES

Bond No. BO02775 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:
On Hundred Eighty-four Thousand One Hundred Eighty and no/100 doliars (5_$184,180.00 )

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

day of . 20

{Corporate or Notary Seal here) Marion Energy Inc.

Principal (company name)

By  KE& A= Vice (ees pan )

Name (prini) (\}/ 8@@5\

Attestee: Date: 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

U.S. Specialty Insurance Company
Surety Company (Attach Power of Attorney)

(Corporate>or Notary Seal here) By W.Russel wn, Jr, 9 4 Attorney-in-Fact
' Wi/ 2
’ / i Signature
13403 Northwest preeway

Attestee: ﬂ Z-(LZL%!Z&"-(}’&A— Date: ‘H 1Zfct: Surety Mailing Address
T Houston Texas 77040
City State Zip

(5/2002)



Exhibit "A"
Bond Coverage (Surety Bond # B002775)

MArion Energy Inc., Operator

AP! Well Number Well Name Well Status Field Name County Section Location QtriQtr Last produced |Years Shut-in
43-007-16009-00-00 Utah Fuel #1 Shut-in Clear Creek{ |Carbon 5| |14S-7E SESW Dec-69| |36 years
43-007-16010-00-00| |Utah Fue!l #2 Shut-in Clear Creek| |Carbon 32| |13S-7E SWSW Nov-64| |40 years
43-007-16011-00-00 Utah Fuel #3 Shut-in Clear Creek| |Carbon 32 138-7E NWSE Dec-73| |32years
43-007-16012-00-00 Utah Fuel #4 Shut-in Clear Creek| [Carbon 30 13S-7E SWSW Dec-58| (47 years
43-007-16016-00-00| |Utah Fuel #10 Shut-in Clear Creek| [Carbon 5{ |14S-7E NWNE Jan-67| |39years
43-007-30102-00-00 Utah Mineral State Shut-in Clear Creek| [Carbon 29 13S-7E SWNW Jul-72| {33 years
43-007-30289-00-00 Oman #2-20 Shut-in Clear Creek| |Carbon 20 13S-7E NWNE Mar-96 10 years
43-007-16015-00-00| |Utah Fuel #8 Producing Clear Creek| |Carbon 19| [13S-7TE NENW nfa| |n/a
43-007-16013-00-00 Utah Fuel #5 PA Clear Creek| {Carbon 31 138-7E SWSW n/a| |n/a
43-015-16021-00-00 | |Utah Fuel #A-1 PA Clear Creek| |Emery 6! [14S-TE SWSW nfal |nfa




PAQ02775
POWER OF ATTORNEY
(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
(83,000,000) and to bind the Company thereby as fully and to the same extent as if such bonds were signed by the 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 1s hereby vested with full

power and authonty to appoint any one or mare siitable 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 authonty for and in the name of and of behalf of the Company, to execute, acknowledge and dehver, any and ail bonds,
Tecognizances, contracts, agreements or indemnity and other conditional or obligatory undertakings and any and all notices and documents canceling or termunating the
Company’s liabiity thereunder, and any such mstruments so executed by any such Attomney-1n-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 authonzed officer and seal of the Company heretofore or hereafier affixed to any power of attomey 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 1t 1s attached. (Adopted by unanimous wnitten consent 1n lieu of meeting on July 7, 2003.)

In Witness Whereof, U. S. SPECIALTY INSURANCE COMPANY has caused these presents to be signed by its President, and its
corporate seal to be hereto affixed this 19" day of January, 2006.

Corporate Seal U. S. SPECIALTY INSURANCE COMPANY
By
I/
State of Texas ' M\(J{ g\,/\/{)\‘
County of Harris ss: Michael J. Schell, President

On this 19™ day of January, 2006 before me personally came Michael J. Schell, to me known, who, being by me duly swomn, did
depose and say, that he resides in Houston, Texas, that he is 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.

VA 9—'”4 ¥ { M , Notary Public

My commission expires | f -]D-~ DO']

I, Christopher L. Martin, Secretary of U. S. SPECIALTY INSURANCE COMPANY, do hereby certify that the above and foregoing
1s 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 Witness Whereof, I have(;xaereunto set my hand and affixed the seal of said Comyfy 12th _ day of
April : , 20 UD,

Corporate Seal

)
Christopher L. Martin, 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) Y.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 Bianket 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 Oif, 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

(Corporate or Notary Seal here) Marion Energy Inc.

B AP AR R PN Principal (company name)
MARY LOU HOLDER ¢ | By Ke 2) CLPR¥e= vice Pee s \pec caw
MY COMMISSION EXPIRES § Name (print) qie

August 28, 2005 . ' N m
e (el Date: /5 /05 Signature "

Attestee; 77 ke,
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

AR
G

31 day of March - , 20 05

U.S. Specialty Insurance Company

Surgty Company (Attach Power of Attorney)

(Corporate or Notary Seal here) By Edwin H. Frang,/lj R \ Attorney-in-Fact

Name (printy &7, %\ﬂﬂ;’ z

) Signature

13403 Northwest Freeway

Attestee:ﬁ;u,‘gmg—— Date: 5'{ S!!o{ Surety Mailing Address
' v Houston Texas 77040
City State Zip

(6/2002)



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 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 anthority 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:

Altorney-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 Whevreoj,' 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 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 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. ﬂ i
Not r}"? s  SHERRI GIBSON ; W/l \/ﬁé Mtary Public

LR PIRES ;

i w1 My COMMISSION EX . . v _
ST 17, 2005 My commission expires / U-11 025
QUL R

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.

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

March ,2005.

Corporate Seal

ey L. Martin, Secretary



APR-07-2005 THU 08:21 &M N'', GAS & HINING FAX NO. 801 239 3940 P,
Bond No. B001617R04-05-05
RECEIVED
SURETY RIDER APR 06 2005

DIV. OF O, 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, 2003

In consideration of the mutual agreement herein contained, the principal and
the surety hereby consent (o the [ollowing changes:

The penalty amount of the bond has changed from:

$150,000.00

$120,000.00

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

SIGNED, SEALED AND DATLED TIIS: April 5, 2005

State of Utah
Dept. of Natural Resources

Division of Oil, Gas and Mining U.S. Specialty Insurance Company

Name of Obligee NW ‘
}?ﬁk ﬂbWLﬁl fgiLh&AJ Qﬂ [()’ QJCZ%EZ;;ZD/,j§7/’\ : "_' ;f“
Signature Signature ~ :

EARLENE RUSSELL
ENCINEERINC TECHNICIAN,BONDINC

Name and title of person
executing for Principal

W. Russell BroAcy-in-‘fé‘ci“ L

Name and title of person
execuling for Surety

02

1031



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 stated.

SIGNED, SEALED AND DATED THIS: April 5. 2005

State of Utah
Dept. of Natural Resources

Division of Oil, Gas and Mining U.S. Specialty Insurance Company

Name of Obligee Wre =

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

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

Y



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 Attomey-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 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. SPECI URAN PANY
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 sworn, 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.

N Al
SHERRI GIBSON

» SN H
A EXPIRES .
* MY COMMISSION o ires | ‘f]’?i
oo 9% October 17, 2005 My commission expires Q

ol

I, Chnstopher 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 Witness Whereof, I have hereunto set my hand and affixed the seal of said Co Houston, Texas this _31st _ day of

March ,2005.

Corporate Seal

ef L. Martin, Secretary



MARION ENERGY, INC.

Plan #1

—oolsey #3-31
Sec.31, T13S, R7E
Carbon County, Utah
Clear Creek Project

SECTION DETAILS
Sec MD Inc Azi TVD  +N/-S +E/W DLeg TFace VSec Target
1 0.0 0.00 0.00 0.0 0.0 0.0 0.00 0.00 0.0
2- 19000 0.00 0.00 1900.0 0.0 00 000 0.00 0.0
3 2361.9 0.00 0.00 2361.9 0.0 00 0.00 0.00 0.0
4.3861.9 4500 114.00 37124 -2275 5611.0 3.00 11400 5594
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Date: 7/6/2007 ] -
Model: IGRF200510 gaooc . — /; " A e -
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MARION ENERGY, INC.

Carbon County
Clear Creek
Woolsey #3-31
Original Hole

Plan: Plan #1

Standard Planning Report

06 July, 2007



Nevis
Planning Report

Database: EDM 2003.14 Single User Db Local Co-ordinate Reference: Well Woolsey #3-31
Company: MARION ENERGY, INC. TVD Refersnce: WELL @ 0.0ft (Original Well Elev)
Project: Carbon County MD Reference: WELL @ 0.0ft (Original Well Elev)
Site: Clear Creek North Reference: Grid
Well: Woolsey #3-31 Survey Calcufation Method: Minimum Curvature
Wellbore: Original Hole
Design: Plan #1
Project Carbon County, Sec.31, T13S, R7E,
Map System: US State Plane 1927 (Exact solution) System Datum: Mean Sea Level
Geo Datum: NAD 1927 (NADCON CONUS)
Map Zone: Utah Central 4302
Site Clear Creek
Site Position: Northing: 480,258.44 1t Latitude: 39°39'5.303 N
From: Lat/Long Easting: 2,089,190.661t Longitude: 111°10' 59.624 W
Position Uncertainty: 0.0ft Slot Radius: " Grid Convergence: 0.20 °
Well Woolsey #3-31
Well Position +N/-S 0.0ft Northing: 480,258.44 ft Latitude: 39°39'5.303 N
+EI-W 0.0 ft Easting: 2,089,190.66 ft Longitude: 111° 10' 59.624 W
Position Uncertainty ooft Wellhead Elevation: ft Ground Level: 9,248.0ft
Welibore Original Hole
Magnetics Model Name Sample Date Declination Dip Angle Field Strength
") ) ("M
IGRF200510 718/2007 12.18 65.34 52,340
Design Plan #1
Audit Notes:
Version: Phase: PROTOTYPE Tie On Depth: 0.0
Vertical Section: Depth From (TVD) +N/-S +El.W Direction
() " () ©
0.0 0.0 0.0 114.00
Plan Sections
Measured Vertical Dogleg Bulid Turn
Depth Inclination Azimuth Depth +N/-S +E/'W Rate Rate Rate TFO
® y) y) ) (] " (MoOR)  (Moof)  (*Moof) 0 Target
0.0 0.00 0.00 0.0 0.0 0.0 0.00 0.00 0.00 0.00
1,900.0 0.00 0.00 1,900.0 0.0 0.0 0.00 0.00 0.00 0.00
2,361.9 0.00 0.00 2,361.9 0.0 0.0 0.00 0.00 0.00 0.00
3,861.8 45.00 114.00 3,712.4 -227.5 511.0 3.00 3.00 0.00 114.00
5,842.7 45.00 114.00 5,113.0 -797.1 1,790.6 0.00 0.00 0.00 0.00
6,691.2 45.00 114.00 5,713.0 -1,041.1 2,338.7 0.00 0.00 0.00 0.00

7/6/2007 11:16:49AM
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Nevis
Planning Report

Database: EDM 2003.14 Single User Db Local Co-ordinate Reference: Well Woolsey #3-31
Company: MARION ENERGY, INC. TVD Reference: WELL @ 0.0ft (Original Well Elev)
Project: Carbon County MD Rmrin‘co: WELL @ 0.0ft (Original Wel! Elev)
Site: Clear Creek North Refersnce: Grid
Well: Woolsey #3-31 Survey Calculation Method: Minimum Curvature
Welibore: Original Hole
Design: Plan #1
Planned Survey
Measured Vertical Vertical Dogleg Build Turn
Depth Inclination Azimuth Depth +N/-8 +ELW Section Rate Rate Rate
udl ) ) L) (ft) L] m (*1ooft) (*Hoof) (*/100ft)
0.0 0.00 0.00 0.0 0.0 0.0 0.0 0.00 0.00 0.00
100.0 0.00 0.00 100.0 0.0 0.0 0.0 0.00 0.00 0.00
200.0 0.00 0.00 200.0 0.0 0.0 0.0 0.00 0.00 0.00
300.0 0.00 0.00 300.0 0.0 0.0 0.0 0.00 0.00 0.00
400.0 0.00 0.00 400.0 c.0 0.0 0.0 0.00 0.00 0.00
500.0 0.00 0.00 500.0 0.0 0.0 0.0 0.00 0.00 0.00
600.0 0.00 0.00 600.0 0.0 0.0 0.0 0.00 0.00 0.00
700.0 0.00 0.00 700.0 0.0 0.0 0.0 0.00 0.00 0.00
800.0 0.00 0.00 800.0 0.0 0.0 0.0 0.00 0.00 0.00
900.0 0.00 0.00 900.0 0.0 0.0 0.0 0.00 0.00 0.00
1,000.0 0.00 0.00 1,000.0 0.0 0.0 0.0 0.00 0.00 0.00
1,100.0 0.00 0.00 1,100.0 0.0 0.0 Q.0 0.00 0.00 0.00
1,200.0 0.00 0.00 1,200.0 0.0 0.0 0.0 0.00 0.00 0.00
1,300.0 0.00 0.00 1,300.0 0.0 0.0 0.0 0.00 0.00 0.00
1,400.0 0.00 0.00 1,400.0 0.0 0.0 0.0 0.00 0.00 0.00
1,500.0 0.00 0.00 1,500.0 0.0 0.0 0.0 0.00 0.00 0.00
1,600.0 0.00 0.00 1,600.0 0.0 0.0 0.0 0.00 0.00 0.00
1,700.0 0.00 0.00 1,700.0 0.0 0.0 0.0 0.00 0.00 0.00
1,800.0 0.00 0.00 1,800.0 0.0 0.0 0.0 0.00 0.00 0.00
1,800.0 0.00 0.00 1,900.0 0.0 0.0 0.0 0.00 0.00 0.00
2,000.0 0.00 0.00 2,000.0 0.0 0.0 0.0 0.00 0.00 0.00
2,100.0 0.00 0.00 2,100.0 0.0 0.0 0.0 0.00 0.00 0.00
2,200.0 0.00 0.00 2,200.0 0.0 0.0 0.0 0.00 0.00 0.00
2,300.0 0.00 .00 2,300.0 0.0 0.0 0.0 0.00 0.00 0.00
2,361.9 0.00 0.00 2,361.9 0.0 0.0 0.0 0.00 0.00 0.00
KOP @ 2362’
2,400.0 1.14 114.00 2,400.0 -0.2 0.3 0.4 3.00 3.00 0.00
2,500.0 4.14 114.00 2,499.9 -2.0 4.6 5.0 3.00 3.00 0.00
2,600.0 7.14 114.00 2,599.4 -6.0 13.5 14.8 3.00 3.00 0.00
2,700.0 10.14 114.00 2,698.2 -12.1 27.3 29.8 3.00 3.00 0.00
2,800.0 13.14 114.00 2,796.2 -20.3 45.7 50.0 3.00 3.00 0.00
2,900.0 16.14 114.00 2,892.9 -30.6 68.8 75.3 3.00 3.00 0.00
3,000.0 19.14 114.00 2,988.2 -42.9 96.5 105.6 3.00 3.00 0.00
/3,100.0 - 22.14 114.00 (;3,081,8 -57.3 128.7 140.9 3.00 3.00 0.00
3/ BL 3,200.0 — 25,14 114.003/ £ 3,173.4 -73.6 165.3 181.0 3.00 3.00 0.00
3,300.0 28.14 114.00 3,262.7 -81.8 206.3 2258 3.00 3.00 0.00
3,400.0 31.14 114.00 3,349.6 -111.9 251.5 275.2 3.00 3.00 0.00
3,500.0 34.14 114.00 3,433.8 -133.9 300.7 329.2 3.00 3.00 0.00
3,600.0 37.14 114.00 3,515.1 -157.6 354.0 387.4 3.00 3.00 0.00
3,700.0 40.14 114.00 3,593.2 -183.0 411.0 449.9 3.00 3.00 0.00
3,800.0 43.14 114.00 3,667.9 -210.0 471.7 516.3 3.00 3.00 0.00
3,861.9 45.00 114.00 37124 -227.5 511.0 559.4 3.00 3.00 0.00
3,000.0 45.00 114.00 3,739.3 -238.4 535.6 586.3 0.00 0.00 0.00
4,000.0 45.00 114.00 3,810.0 -267.2 600.2 657.0 0.00 0.00 0.00
4,100.0 45.00 114.00 3,880.7 -296.0 664.8 727.7 0.00 0.00 0.00
4,200.0 45.00 114.00 3,951.4 -324.7 729.4 798.5 0.00 0.00 0.00
4,300.0 45.00 114.00 4,022.2 -353.5 794.0 869.2 0.00 0.00 0.00
4,400.0 45.00 114.00 4,092.9 -382.2 858.6 938.9 0.00 0.00 0.00
4,500.0 45.00 114.00 4,163.6 -411.0 923.2 1,010.6 0.00 0.00 0.00
4,600.0 45.00 114.00 4,234.3 -438.7 987.8 1,081.3 0.00 0.00 0.00
4,700.0 45.00 114.00 4,305.0 -468.5 1,052.4 1,152.0 0.00 0.00 0.00
4,800.0 45.00 114.00 4,375.7 -497.3 1,117.0 1,222.7 0.00 0.00 0.00
4,900.0 45.00 114.00 4,446.4 -526.0 1,181.6 1,293.4 0.00 0.00 0.00

7/6/2007 11.16:49AM
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Nevis
Planning Report

Database: EDM 2003.14 Single User Db Local Co-ordinate Reference: Well Woolsey #3-31
Company: MARION ENERGY, INC. TVD Refsrence: WELL @ 0.0ft (Original Well Elev)
Project: Carbon County MD Reference: WELL @ 0.0ft (Original Well Elev)
Site: Clear Creek North Reference: Grid
Well: Woolsey #3-31 Survey Calculation Method: Minimum Curvature
Wellbore: Original Hole
Design: Plan #1
Planned Survey
Measured Vertical Vartical Dogleg Build Tum
Depth Inclination Azimuth Depth +N/-§ +El-W Section Rate Rate Rate
(L] Y] (Y] ) ) n ) (*Hoof) (*1oof) (*rnoofy
5,000.0 45.00 114.00 4,517.1 -554.8 1,246.2 1,364.1 0.00 0.00 0.00
5,100.0 45.00 114.00 4,587.8 -583.5 1,310.8 1,434.8 0.00 0.00 0.00
5,200.0 45.00 114.00 4,658.6 -612.3 1,375.4 1,505.6 0.00 0.00 0.00
5,300.0 45.00 114.00 4,729.3 -641.0 1,440.0 1,576.3 0.00 0.00 0.00
5,400.0 45.00 114.00 4,800.0 -669.8 1,504.6 1,647.0 0.00 0.00 0.00
5,500.0 45.00 114.00 4,870.7 -698.6 1,569.2 1,717.7 0.00 0.00 0.00
5,600.0 45.00 114.00 4,841.4 -727.3 1,633.8 1,788.4 0.00 0.00 0.00
5,700.0 45.00 114.00 5,012.1 -756.1 1,698.4 1,859.1 0.00 0.00 0.00
5,800.0 45.00 114.00 5,082.8 -784.8 1,763.0 1,929.8 0.00 0.00 0.00
58427 45.00 114.00 5,113.0 -797.1 1,790.8 1,960.0 0.00 0.00 0.00
Ferron
5,900.0 45.00 114.00 5,153.5 -813.6 1,827.6 2,000.5 0.00 0.00 0.00
6,000.0 45.00 114.00 .5,224.2 -842.3 1,892.2 2,071.2 0.00 0.00 0.00
6,100.0 45.00 114.00 5,285.0 -871.1 1,856.8 2,142.0 0.00 0.00 0.00
6,200.0 45.00 114.00 5,365.7 -899.9 2,021.4 2,212.7 0.00 0.00 0.00
6,300.0 45.00 114.00 5,436.4 -928.6 2,086.0 2,283.4 0.00 0.00 0.00
</,./ < 6,400.0 45.00 114.00.(2;(/[75,507.1 -957.4 2,150.6 2,354.1 0.00 0.00 0.00
é - 6,500.0 45.00 114.00 5,577.8 -986.1 2,215.2 2,424.8 0.00 0.00 0.00
6,600.0 45.00 114.00 5,648.5 -1,014.9 2,279.8 2,495.5 0.00 0.00 0.00
6,691.2 45.00 114.00 5,713.0 -1,041.1 2,338.7 2,560.0 0.00 0.00 0.00
PBHL
Targets
Target Name
- hivmiss target Dip Angle  Dip Dir. TVD +N/-§ +EI-W Northing Easting
- Shape ") ) () W) L) () () Latitude Longitude
KOP @ 2362 0.00 0.00 2,361.9 0.0 .0 480,258.44 2,089,190.66 39°39'5.303 N 111°10' 59.624 W
- plan hits target
- Point
PBHL 0.00 0.00 5,713.0 -1,041.1 2,338.7 479,217.34 2,091,529.36 39° 38'54.930 N 111°10' 20.770 W
- plan hits target
- Circle (radius 100.0)
Ferron 0.00 0.00 5,113.0 -797.1 1,790.6 479,461.34 2,090,981.26 39° 38'57.361 N 111°10' 36.767 W
- plan hits target
- Circle (radius 100.0)

7/6/2007 11:16:49AM Page 4
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WORKSHEET
APPLICATION FOR PERMIT TO DRILL

APD RECEIVED: 07/18/2007 API NO. ASSIGNED: 43-007-31305

WELL NAME: WOOLSEY 3-31

OPERATOR: MARION ENERGY, INC. ( N2740 ) PHONE NUMBER: 972-540-2967
CONTACT: SCOTT JACOBY
PROPOSED LOCATION: INSPECT LOCATN BY: / /
NENW 31 1308 070E Tech Review Initials Date
, SURFACE: 0660 FNL 2002 FWL
: i i f oA e 1 K
7‘3(,/ BOTTOM: 1701 FNL %9 FEL Engineering Dl o C/)7 ey
COUNTY: CARBON
Geology
LATITUDE: 39.65147 LONGITUDE: -111.1832
UTM SURF EASTINGS: 484286 NORTHINGS: 4388882 Surface
FIELD NAME: CLEAR CREEK ( 10 )
LEASE TYPE: 4 - Fee
LEASE NUMBER: FEE PROPOSED FORMATION: FRSD
SURFACE OWNER: 4 - Fee COALBED METHANE WELL? NO
RECEIVED AND/OR REVIEWED: LOCATION AND SITING:
_LZ{_ Plat R649-2-3.
Bond: Fed[] Ind[] Sta[] Feel] Unit: CLEAR CREEK
o. _ ogl1 (17 )
Potash (Y/N) R649-3-2. General
AJ 0il Shale 190-5 (B) or 190-3 or 190-13 Siting: 460 From Qtr/Qtr & 920' Between Wells
v Water Permit R649-3-3. Exception

(No. MUNICIPAL )

Al - 'Drilling Unit
RDCC Review (Y/N) -
(Date: ) Board Cause No:
. - Eff Date:
5& Fee Surf Agreement quAﬂ Siting:
Intent to Commingle  (Y/N) V// R649-3-11. Directional Drill

COMMENTS : )\Jm Af (Q.,L h b.-‘/'//’o/ ~ 0 \
7 < 4

STIPULATIONS:

g:&W(VVLV ‘;Si? fj

[
2- S bt o8 Racy




T13S R6E T13S R7E "
UTAH FUEL 8
<> OMAN 2-20
e 3
OMAN 7-19
@—@)BHL
7-19
7 19 20
BHL
1-20
CLEAR
BHL CRE!j.K uis
MADSEN 1420
1-20
®
CLEAR CREEK FIELD BHL
CLEAR CREEK UNIT
UTAH
MINERAL
STATE
30 = 29
OMAN 3-32
OMAN 10-29
UTAH FUEL 4
<
OMAN 2-3t
WOOLSEY 3-31 BHL
Ko
BHL
3-31
\ 31 kY]
N UTAH FUEL 3
&
UTAH FUEL §
<
UTAH FUEL 2
%
OPERATOR: MARION ENERGY INC (N2740)
UTAH
SEC:19,31 T.13S R.7E D NR
FIELD: CLEAR CREEK (10) -
COUNTY: CARBON
Wells Status
SPACING: R649-3-11 / DIRECTIONAL DRILLING ~ GAS INJECTION
% GAS STORAGE OIL, GAS & MINING
% LOCATION ABANDONED
® NEW LOCATION N
Field Status L&%tEsxt;tﬂl(s)RAmRY % PLUGGED & ABANDONED
ABANDONED PRODUCING GAS
] ACTIVE GAS STORAGE PRODUCING OIL
NE PP OIL ¢ SHUT-IN GAS
COMBINED yg h?SICI\?gDARY v SHUT.IN OIL W E
INACTIVE =
5 Proposep I PIOIL o
" STORAGE PP GAS 2
| TERMINATED PP GEOTHERML & WATER INJECTION S
[CJPPOIL ® WATER SUPPLY PREPARED BY: DIANA MASON
[ SECONDARY 4 WATER DISPOSAL DATE: 10-JUNE-2008
(I TERMINATED ® DRILLING




Application for l;efmit toDrlll :
Statement of Basis

11/28/2007 Utah Division of Oil, Gas and Mining Page 1
APD No API WellNo Status Well Type Surf Ownr CBM
568 43-007-31305-00-00 GW P No
Operator MARION ENERGY, INC. Surface Owner-APD
Well Name WOOLSEY 3-31 Unit CLEAR CREEK
Field CLEAR CREEK Type of Work

Location NENW 31 138 7E S 660 FNL 2002 FWL GPS Coord (UTM) 484286E 4388882N

Geologic Statement of Basis

A well drilled at this location will likely spud into a poorly to moderately permeable soil developed on the
Cretaceous age Blackhawk Formation. High quality ground water is likely to be encountered in the sandstone
strata encountered in the Blackhawk Formation and the upper Mancos Shale. Water quality will deteriorate in
the deeper strata. The nearest mapping of the base of moderately saline ground water (~15 miles east northeast)
implies that the base of moderately saline ground water is likely to be above sea level and within several
thousand feet of the surface. Four filings for subsurface water rights have been made within a mile of the
location. The proposed casing and cementing program should be sufficient to protect the shallow ground water
resource if the surface casing is extended into the top of the Mancos Shale. The drilling fluid system presently
calls for an air/foam drilling fluid system. It is very likely that very permeable sandstones and large fresh water
flows will be encountered from near the surface to significant depth as reported from nearby drilling.

Chris Kierst 11/27/2007
APD Evaluator Date / Time

Surface Statement of Basis

Pit ranking criteria for this well-site recommends a synthetic pit liner be used, due to the proximity of water
resources in the immediate area, DOGM recommends a felt sub-liner and double layers of synthetic liner (20
mil minimum each layer) be utilized in the reserve pit. Berming the location will help prevent fluids generated
and spilled on location from leaving the location and entering the water shed. Drainage diversion ditches and
turnouts will be required along the access route and around the location, including a diversion ditch along the
north (uphill) side of the location. Surfacing the access road with rock will increase road stability and will help
prevent some erosion and sedimentation into the water shed. Proper rights-of-way should be in place for the
access and well-pad.

Mark Jones 11/1/2007
Onsite Evaluator Date / Time

Conditions of Approval / Application for Permit to Drill
Category Condition

Pits A double synthetic liner each with a minimum thickness of 20 mils and an appropriate
thickness of felt sub-liner to cushion the liners shall be properly installed and
maintained in the reserve pit.

Surface Drainages adjacent to the proposed pad shall be diverted around the location.

Surface The well site shall be bermed to prevent fluids from leaving the pad.

Surface The reserve pit shall be fenced upon completion of drilling operations.

Surface Access road should be surfaced with rock along its entire route to help prevent erosion
and sedimentation into water shed.

Surface Drainages adjacent to the proposed access should be diverted and or controlled using

turnouts, bar ditches, and culverts.



ON-SITE PREDRILL EVALUATION
Utah Division of Oil, Gas and Mining

Operator MARION ENERGY, INC.

Well Name WOOLSEY 3-31

API Number 43-007-31305-0 APD No 568 Field/Unit CLEAR CREEK
Location: 1/4,1/4 NENW Sec 31 Tw 138 Rng 7E 660 FNL 2002 FWL

GPS Coord (UTM) 484285 4388882 Surface Owner

Participants
M. Jones (DOGM), Scott Jacoby (Marion), Allen Childs (TALON), J. Woolsey (surface owner).

Regional/L.ocal Setting & Topography
Boardinghouse Cyn, Clear Creek , Utah. Topography is mountainous range land, central wasatch range.

Surface Use Plan
Current Surface Use
Grazing
Wildlfe Habitat
Recreational
Mining

New Road
Miles Well Pad Src Const Material Surface Formation

Width 180 Length 260 Onsite

Ancillary Facilities N
Approximately 1.75 miles of upgraded 2-track road will need to be upgraded coming from the bottom of
Boardinghouse Canyon. It will be reccomended that this upgrade include surfaceing the road with rock.

Waste Management Plan Adequate?

Environmental Parameters
Affected Floodplains and/or Wetland Y
water shed issues exist along all of the access and below the well-pad.

Flora / Fauna
Spruce and quaking aspen forest community, typical of the Manti-LaSal forest. Numerous species of wildlife utilize
the area.

Soil Type and Characteristics
Clay loam

Erosion Issues Y
with the extensive dirt work proposed (cuts and fills) erosion could become an issue.

Sedimentation Issues Y
water shed issues exist along all of the access and below the well-pad.

Site Stability Issues Y
with the extensive dirt work proposed (cuts and fills) erosion could become an issue.

11/28/2007 Page 1



Drainage Diverson Required Y
Drainage diversion ditches appropriately planned and constructed along access and around well-pad.

Berm Required? Y
Berm location to keep fluids generated and or spilled on location.

Erosion Sedimentation Control Required? Y
Upgraded surface and well-pad should be surfaced with rock. Turnouts and drainage diversion ditches appropriately
planned and constructed along access and around well-pad.

Paleo Survey Run? N

Reserve Pit

Site-Specific Factors

Distance to Groundwater (feet)
Distance to Surface Water (feet)
Dist. Nearest Municipal Well (ft)
Distance to Other Wells (feet)
Native Soil Type

Fluid Type

Drill Cuttings

Annual Precipitation (inches)
Affected Populations

Presence Nearby Utility Conduits

Characteristics / Requirements
Dugout earthen pit (100x45x12). Liner required.

Paleo Potental Observed? N

Cultural Survey Run? N

Site Ranking
<25 or recharge area 20
100 to 200 15
>5280 0
>1320 0
High permeability 20
TDS>5000 and <10000 10
Normal Rock 0
>20 10
<10 0
Not Present 0

Final Score

Closed Loop Mud Required? N  Liner Required? Y Liner Thickness 20

Other Observations / Comments
Access into this well-site is "iffy". Marion could not provide assurance to the Division during the pre-site that proper
ROW's were in place for access. Nor could Marion during the pre-site say which access they intended to use, (coming in
from the top through an old access on Forest Service or coming in from the bottom on private surfaces). Either access
chosen, the road should be constructed in such a manor to prevent erosion and sedimentation into the water sheds along the

route.

11/28/2007

Mark Jones
Evaluator

11/1/2007
Date / Time

75

Cultural Resources? N

1 Sensitivity Level

Pit Underlayment Required? N

Page 2



STATE OF UTAH, DIVISION OF WATER RIGHTS
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0 700 1400 2160 2800 ft

Water Rights

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

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

WR
Number

91-3596

91-4142

Diversion
Type/Location

Underground

S1400 E1000 NW 31
13S 7E SL

Underground

S1400 E1000 NW 31
13S7E SL

Underground

S1600 E800 NW 31
13S 7E SL

Underground

S980 E1090 NW 30
13S 7E SL

Well
Log

P

P

P

A

18820000 O

Status Priority Uses CFS ACFT

0.047 0.000

19240000 DO 0.286 0.000

19240000 DO 0.303 0.000

19761027 O

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

0.000 7.700

Owner Name

WHITE OAK MINING AND
CONSTRUCTION COMPANY INC.

50 WEST LIBERTY STREET SUITE
880

KANAWHA AND HOCKING COAL
AND COKE COMPANY

700 WEST GATE TOWER

KANAWHA AND HOCKING COAL
AND COKE COMPANY

700 WEST GATE TOWER

PRICE RIVER WATER USER'S
ASSOCIATION

375 SOUTH CARBON AVENUE A-10

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

Page 3 of 3

11/27/2007



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

Utah Division of Water nght‘ . !

WRPLAT Program Output Listing

Version: 2007.04.13.01 Rundate: 11/27/2007 04:31 PM

Radius search of 5280 feet from a point S660.37 E2002.75 from the NW corner, section 31, Township 13S, Range 7E, SL b&m
Criteria:wrtypes=W,C,E podtypes=S,U,Sp status=U,A,P usetypes=all
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2008-01 Marion Woolsey 3-31
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BOPE REVIEW

Well Name Marion Energy Woolsey 3-31  API# 43-007-31305
INPUT
Well Name HEn:on Energy Woolsey 3-31  API# 43-007-31305 |
{String 1 String 2 String 3 String 4
Casing Size (") 10 3/4 75/8 51/2
Setting Depth (TVD) 500 3350 5713
Previous Shoe Setting Depth (TVD) 0 500 3350
Max Mud Weight (ppg) 8.4 8.4 8.4
BOPE Proposed (psi) 0 3000 3000
Casing Internal Yield (psi) 3130 4140 5320
Calculations | String 1 10 3/4 * |
Max BHP [psi] | .052*Setting Depth*MW =| 218
BOPE Adequate For Drilling And Setting Casing at Depth?
MASP (Gas) [psi] Max BHP-(0.12*Setting Depth) = 158 NO L
[MASP (Gas/Mud) [psi] Max BHP-(0.22*Setting Depth) = 108 NO — (Ceqscnchfe de /7 ¥
| *Can Full Expected Pressure Be Held At Previous Shoe?
IPressure At Previous Shoe | Max BHP-.22*(Setting Depth - Previous Shoe Depth) = 108| <,. NO
Required Casing/BOPE Test Pressure 500insi /
*Max Pressure Allowed @ Previous Casing Shoe = (—lﬁz_/ *Assumes 1psifft frac gradient
Calculations | String 2 75/8 " |
{Max BHP [psi] ] .052*Setting Depth*MW =| 1463
BOPE Adequate For Drilling And Setting Casing at Depth?
MASP (Gas) [psi] Max BHP-(0.12*Setting Depth) = 1061 YES v~
IMASP (Gas/Mud) [psi] Max BHP-(0.22*Setting Depth) = 726 YES
| *Can Full Expected Pressure Be Held At Previous Shoe?
|Pressure At Previous Shoe | Max BHP-.22*(Setting Depth - Previous Shoe Depth) = 836] <, NO ¢
Required Casing/BOPE Test Pressure 2898|psi_ |
*Max Pressure Allowed @ Previous Casing Shoe = ,500]psi -/ *Assumes 1psi/ft frac gradient
N —
Calculations | String 3 51/2 " |
Max BHP [psi] | .052*Setting Depth*MW =] 2495
BOPE Adequate For Drilling And Setting Casing at Depth?
|MASP (Gas) [psi] Max BHP-(0.12*Setting Depth) = 1810 YES
IMASP (Gas/Mud) [psi] Max BHP-(0.22*Setting Depth) = 1239 YES
*Can Full Expected Pressure Be Held At Previous Shoe?
Pressure At Previous Shoe | Max BHP-.22*(Setting Depth - Previous Shoe Depth) = 1976 YES
[Required Casing/BOPE Test Pressure 3000]psi
*Max Pressure Allowed @ Previous Casing Shoe = 3350|psi *Assumes 1psi/ft frac gradient




Well name:

Operator: Marion Energy Inc
String type:  Surface

Location: Carbon Co.

2008-01 Marion Woolsey 3-31

Project ID:
43-007-31305

Design parameters:

Collapse
Mud weight:
Design is based on evacuated pipe.

8.340 ppg

Minimum design factors:

Environment:

Collapse: H2S considered? No
Design factor 1.125 Surface temperature: 65 °F
Bottom hole temperature: 72 °F
Temperature gradient: 1.40 °F/100ft
Minimum section length: 185 ft
Burst:
Design factor 1.00 Cement top: 54 ft
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: 3,350 ft
Tension is based on air weight. Next mud weight: 8.340 ppg
Neutral point: 439 ft Next setting BHP: 1,451 psi
Fracture mud wt: 19.250 ppg
Fracture depth: 500 ft
Injection pressure: 500 psi
End True Vert Measured Drift Internal
Grade Finish Depth Depth Diameter  Capacity
(ft) () (in) (ft’)
J-55 ST&C 500 500 9.925 2753
Burst Burst Burst Tension  Tension Tension
Load Strength Design Load Strength Design
{psi) (psi) Factor (Kips) {Kips) Factor
500 3130 6.26 20 420 20.75J

Burst
Max anticipated surface
pressure: 440 psi
Internal gradient: 0.120 psi/ft
Calculated BHP 500 psi
No backup mud specified.
Run Segment Nominal
Seq Length Size Weight
(ft) (in) (Ibs/ft)
1 500 10.75 40.50
Run Collapse Collapse Collapse
Seq Load  Strength Design
(psi) (psi) Factor
1 217 1580 7.297

Prepared Helen Sadik-Macdonald
by: Div of Oil,Gas & Minerals

ENGINEERING STIPULATIONS: NONE

Phone: 801-538-5357
FAX: 801-359-3940

Collapse strength is based on the Westcott, Dunlop & Kemler method of biaxial correction for tension.
Collapse is based on a vertical depth of 500 ft, a mud weight of 8.34 ppg The casing is considered to be evacuated for collapse purposes.

Burst strength is not adjusted for tension.

Date: January 9,2008
Salt Lake City, Utah

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



Well name: 2008-01 Marion Woolsey 3-31

Operator: Marion Energy Inc

String type:  Intermediate Project ID:
43-007-31305

Location: Carbon Co.
Design parameters: Minimum design factors: Environment:
Collapse Collapse: H2S considered? No
Mud weight: 8.340 ppg Design factor 1.125 Surface temperature: 65 °F
Design is based on evacuated pipe. Bottom hole temperature: 112 °F
Temperature gradient: 1.40 °F/100ft
Minimum section length: 600 ft
Burst:
Design factor 1.00 Cement top: 92 ft
Burst
Max anticipated surface
pressure: 1,218 psi
internal gradient: 0.220 psi/ft Tension: Directional well information:
Calculated BHP 1,955 psi 8 Round STC: 1.80 (J) Kick-off point 2362 ft
8 Round LTC: 1.80 (J) Departure at shoe: 275 ft
No backup mud specified. Buttress: 1.60 (J) Maximum dogleg: 3 °/100ft
Premium: 1.50 (J) Inclination at shoe: 3114 °
Body yield: 1.50 (B) Re subsequent strings:
Next setting depth: 5,713 ft
Tension is based on air weight. Next mud weight: 8.340 ppg
Neutral point: 2,946 ft Next setting BHP: 2,475 psi
Fracture mud wt: 19.250 ppg
Fracture depth: 3,350 ft
Injection pressure: 3,350 psi
Run Segment Nominal End True Vert Measured Drift Internal
Seq Length Size Weight Grade Finish Depth Depth Diameter  Capacity
(ft) (in) (Ibs/ft) (ft) (ft) (in) (ft°)

1 3400 7.625 26.40 J-65 LT&C 3350 3400 6.844 900.6
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 1451 2811 1.937 1955 4140 212 88 346 391J

Prepared Helen Sadik-Macdonald Phone: 801-538-5357 Date: January 9,2008
by: Div of Qil,Gas & Minerals FAX: 801-359-3940 Salt Lake City, Utah

ENGINEERING STIPULATIONS: NONE

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

Collapse is based on a vertical depth of 3350 ft, a mud weight of 8.34 ppg The casing is considered to be evacuated for collapse purposes.
Burst strength is not adjusted for tension.

Collapse strength is (biaxially) derated for doglegs in directional wells by multiplying the tensile stress by the cross section area to calculate a

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



Well name: 2008-01 Marion Woolsey 3-31

Operator: Marion Energy Inc

String type:  Production Project ID:
43-007-31305

Location: Carbon Co.
Design parameters: Minimum design factors: Environment:
Collapse Coliapse: H2S considered? No
Mud weight: 8.340 ppg Design factor 1.125 Surface temperature: 65 °F
Design is based on evacuated pipe. Bottom hole temperature: 145 °F
Temperature gradient: 1.40 °F/100ft
Minimum section length: 1,500 ft
Burst:
Design factor 1.00 Cement top: 2,525 f#t
Burst
Max anticipated surface
pressure: 1,218 psi
Internal gradient: 0.220 psi/ft Tension: Directional well information:
Calculated BHP 2,475 psi 8 Round STC: 1.80 (J) Kick-off point 2362 ft
8 Round LTC: 1.80 (J) Departure at shoe: 2560 ft
No backup mud specified. Buttress: 1.60 (J) Maximum dogleg: 3 °/100ft
Premium: 1.50 (J) Inclination at shoe: 45 °
Body yield: 1.50 (B)
Tension is based on air weight.
Neutral point: 5,669 ft
Run Segment Nominal End True Vert Measured Drift Internal
Seq Length Size Weight Grade Finish Depth Depth Diameter  Capacity
() (in) (Ibs/ft) (ft) (ft) (in) (ft°)

1 6691 55 17.00 J-55 LT&C 5713 6691 4,767 8734
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 2475 4910 1.984 2475 5320 215 97 247 2544

Prepared Helen Sadik-Macdonald Phone: 801-538-5357 Date: January 9,2008
by: Div of Oil,Gas & Minerals FAX: 801-359-3940 Salt Lake City, Utah

ENGINEERING STIPULATIONS: NONE

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

Collapse is based on a vertical depth of 5713 ft, a mud weight of 8.34 ppg The casing is considered to be evacuated for collapse purposes.
Burst strength is not adjusted for tension.

Collapse strength is (biaxially) derated for doglegs in directional wells by multiplying the tensile stress by the cross section area to calculate a

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



United States Department of the Interior

BUREAU OF LAND MANAGEMENT

Utah State Office
P.0O. Box 45155
Salt Lake City, Utah 84145-0155

IN REPLY REFER TO:

3160
(UT-922)
June 10, 2008
Memorandum
To: Associate Field Office Manager, Price Field Office
From: Michael Coulthard, Petroleum Engineer

Subject: 2008 Plan of Development Clear Creek Unit
Carbon County, Utah.

Pursuant to email between Diana Whitney, Division of 0il, Gas and
Mining, and Mickey Coulthard, Utah State Office, Bureau of Land
Management, the bottom hole location for the following wells has
changed; see our July 23 and June 15, 2007 memos.

APl # WELL NAME LOCATION

(Proposed PZ Ferron)

43-007-31305 Woolsey 3-31 Sec 31 T13S RO7E 0660 FNL 2002 FWL
BHL Sec 31 T13S RO7E 1701 FNL 0939 FEL

43-007-31297 Madsen 11-20 Sec 19 T13S RO7E 0818 FSL 0707 FEL
BHL 20 T13S RO7E 2104 FSL 2321 FWL

This office has no objection to permitting the wells at this
time.

/s/ Michael L. Coulthard

bcec: File - Clear Creek Unit
Division of 0il Gas and Mining
Central Files
Agr. Sec. Chron
Fluid Chron

MCoulthard:mc:6-10-08



@ Marion Energy Inc.

August 5, 2008

Diana Mason

State of Utah

Division of Oil, Gas and Mining
P.O. Box 145801

Salt Lake City, UT 84114-5801

Re: Directional Drilling R649-3-11

Woolsey 3-31: 660.37°'FNL 2002.75' FWL/ NW S31 13S-7E (Surface)
1701’ FNL 939’ FEL / NE 831 13S-7E (bottom hole)
Carbon County, UT.

Dear Ms. Whitney

Pursuant to the filing of Marion Energy's Application for Permit to Drill the above referenced well on June 3,
2008, we are hereby submitting this letter in accordance with Oil and Gas Conservation Rule R649-3-11
pertaining to the exception to location and Siting of wells.

. The Woolsey 3-31 well is located within the Clear Creek Federal Unit Area.

. Marion Energy Inc. is permitting this well as a directional well in order to maximize drainage of the
reservoir in a topographically challenging area.

) Marion Energy Inc. hereby certifies that it is the sole working interest owner within 460 feet of the entire
directional well bore.

Therefore, based upon the above information Marion Energy Inc. requests the permit be granted pursuant to
R649-3-11.

Sincerely,
N

Scott Jacoby / -

Landman
Marion Energy Inc.

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



State of Utah

DEPARTMENT OF NATURAL RESOURCES

MICHAEL R. STYLER
Executive Director

NN -
e l 896
Coervenst

Division of Qil, Gas and Mining
JON M. HUNTSMAN, JR.

Governor JOHN R. BAZA

GARY R. HERBERT Division Director

Lieutenant Governor

August 5, 2008

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

Re: Woolsey 3-31 Well, Surface Location 660’ FNL, 2002' FWL, NE NW,
Sec. 31, T. 13 South, R. 7 East, Bottom Location 1701' FNL, 939' FEL, SE NE,
Sec. 31, T. 13 South, R. 7 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.

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 43-007-31305.

Sincerely,

Gil Hunt
Associate Director

pab
Enclosures
cC: Carbon County Assessor

Bureau of Land Management, Price Office

UTAH

DNR
]

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



Operator: Marion Energy, Inc.

Well Name & Number Woolsey 3-31

API Number: 43-007-31305

Lease: Fee

Location: NE NW Sec. 31 T. 13 South R. 7 East
Bottom Location: SE NE Sec. 31 T. 13 South R. 7 East

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

2. Notification Requirements
The operator is required to notify the Division of Oil, Gas and Mining of the following
action during drilling of this well:
e 24 hours prior to cementing or testing casing — contact Dan Jarvis
e 24 hours prior to testing blowout prevention equipment — contact Dan Jarvis
e 24 hours prior to spudding the well — contact Carol Daniels
e Within 24 hours of any emergency changes made to the approved drilling
program — contact Dustin Doucet
e Prior to commencing operations to plug and abandon the well — contact Dan
Jarvis

The operator is required to get approval from the Division of Oil, Gas and Mining before
performing any of the following actions during the drilling of this well:
e Plugging and abandonment or significant plug back of this well — contact Dustin
Doucet
e Any changes to the approved drilling plan — contact Dustin Doucet

The following are Division of Oil, Gas and Mining contacts and their 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 office (801) 942-0871 home

e Carol Daniels at: (801) 538-5284 office

¢ Dustin Doucet at: (801) 538-5281 office (801) 733-0983 home
3. Reporting Requirements:

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



Page 2
43-007-31305
August 5, 2008

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

5. In accordance with Utah Admin. R.649-3-11, Directional Drilling, the operator shall
submit a complete angular deviation and directional survey report to the Division within
30 days following completion of the well.

6. 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.



STATE OF UTAH
DEPARTMENT OF NATURAL RESOURCES

DIVISION OF OIL, GAS AND MINING

FORM 9

5. LEASE DESIGNATION AND SERIAL NUMBER:

FEE

SUNDRY NOTICES AND REPORTS ON WELLS

Do not use this form for proposals to drill new wells, significantly despen 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 Federal Unit

1. TYPE OF WELL

8. WELL NAME and NUMBER:

OLWELL []  GASWELL OTHER Woolsey 3-31
2. NAME OF OPERATOR: 9. API NUMBER:
Marion Energy, Inc. 4300731305
3. ADDRESS OF OPERATOR: PHONE NUMBER: 10. FIELD AND POOL, OR WILDCAT:
119 S. Tennessee iy McKinney srare TX 5 75069 (972) 540-2967 Wildcat
4. LOCATION OF WELL
FOOTAGES AT sURFACE: 660.37' FNL 2002.75' FWL NW/4 county: Carbon
QTRIQTR, SECTION, TOWNSHIP, RANGE, MERDIAN: NENW 31 138 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
NOTIGE OF INTENT [ [ [
{Submit in Duplicate) [] ALTERCASING [C] FracTURE TREAT [C] sIDETRACK TO REPAIR WELL
Approximate date work will start: [:l CASING REPAIR |:| NEW CONSTRUCTION |:] TEMPORARILY ABANDON

] CHANGE TO PREVIOUS PLANS [J operaToRr cHangE ] TusiNG REPAIR
[} cHANGE TUBING [] PLUG AND ABANDON ] VENTORFLARE

[] SUBSEQUENT REPORT [] CHANGE WELL NAME 1 PLueBack ] WATER DISPOSAL

(Submit Original Form Only)
[[] CHANGE WELL STATUS [[] PRODUCTION (START/RESUME) [] WATER SHUT-OFF
Date of work completion:

[] COMMINGLE PRODUCING FORMATIONS || RECLAMATION OF WELL SITE orner: APD Extension
] cOnvERT weLL TYPE [[] RECOMPLETE - DIFFERENT FORMATION Request

12.

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

Marion Energy is requesting an APD Extension request. We were unable to drill this past year because of 2008 Hard winter
and the lack of rig availability.

Appr
Utah
Oil, Gas

oved by

th?
jvision O
D‘and Mining

COPY SENT TO OPERATOR

Date: 01/' (D 200&7
&S

Initiais:

NAME (PLEASE PRINT)

Scott Jacoby

e Landman

SIGNATURE

9/2/2009

DATE

e /{A//«ﬁ/

(This space for State use only)

(5/2000)

(See Instructions on Reverse Sids)

RECEIVED
SEP 03 2009
DIV. OF OlL, GAS & MINING



Application for Permit to Drill
Request for Permit Extension

Validation
{this form should accompany the Sundry Notice requesting permit extension)

API: 14300731305
Well Name: Woolsey 3-31
Location: NENW Section 31 Township 13 South Range 7 East

Company Permit Issued to: Marion Energy Inc. (N2740)
Date Original Permit Issued: 8/5/2008

The undersigned as owner with legal rights to drill on the property as permitted
above, hereby verifies that the information as submitted in the previously
approved application to drill, remains valid and does not require revision.

Following is a checklist of some items related to the application, which should be
verified.

If located on private land, has the ownership changed, if so, has the surface
agreement been updated? Yes[INo ]

Have any wells been drilled in the vicinity of the proposed well which would affect
the spacing or siting requirements for this location? Yes[OINo/]

Has there been any unit or other agreements put in place that could affect the
permitting or operation of this proposed well? Yes[CINo [/

Have there been any changes to the access route including ownership, or right-
of-way, which could affect the proposed location? Yes[INo i/

Has the approved source of water for drilling changed? Yes[CINok/

Have there been any physical changes to the surface location or access route
which will require a change in plans from what was discussed at the onsite
evaluation? Yes[INol/

Is bonding still in place, which covers this proposed well? Yes [ZINo[]

é—‘ﬂz—"i@w 9/2/2009
N

Signature V Date

T|tle Landman

Representing:  marion Energy

RECEIVED
SEP 03 2009
DIV. OF OIL, GAS & MINING



Stag of Utah ¢

DEPARTMENT OF NATURAL RESOURCES

MICHAEL R. STYLER
Executive Director

GARY R. HERBERT

Governor Division of Oil, Gas and Mining
GREGORY S. BELL JOHN R. BAZA
Lieutenant Governor Division Director
September 7, 2010
Marion Energy, Inc. .
119 s. Tennessee
McKinney, TX 75069

Re:  APD Rescinded — Woolsey 3-31. Sec. 31, T. 13S, R. 7E
Carbon County, Utah API No. 43-007-31305

Ladies and Gentlemen:

The Application for Permit to Drill (APD) for the subject well was
approved by the Division of Oil, Gas and Mining (Division) on August 5, 2008.
On September 9, 2009 the Division granted a one-year APD extension. No
drilling activity at this location has been reported to the division. Therefore,
approval to drill the well is hereby rescinded, effective September 7, 2010.

A new APD must be filed with this office for approval prior to the
commencement of any future work on the subject location.

If any previously unreported operations have been performed on this well
location, it is imperative that you notify the Division immediately.

Sincerely,

o e
Diana Mason

Environmental Scientist

cc: Well File ,
Brad Hill, Technical Service Manager

DNR
]

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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