Affidavit of Notification
Docket 3110 Case 14540
Exhibit 9

AFFIDAVIT OF NOTIFICATION

STATE OF NEW MEXICO)

) ss.

COUNTY OF SAN JUAN )

George Sharpe, being first duly sworn, states as follows:

1.

| am employed as the Manager of Investments at Merrion Oil & Gas
Corporation (MOG).

MOG is the Applicant in New Mexico Oil Conservation Division (NMOCD)
Case No. 14540

NMOCD Case No. 14540 — an application for compulsory pooling — is
scheduled to be heard by the NMOCD Hearing Examiner on September 16,
2010.

By certified — return receipt requested letter dated August 10, 2010, a copy
of which is attached hereto as Exhibit No. 1, MOG provided to all
uncommitted interest owners written notification of the application and
hearing in Case No. 14540. A list of the names of those interest owners,
together with their last known mailing address is attached hereto as Exhibit 2
and a copy of the return receipt, if applicable, is attached hereto as Exhibit
No. 3. A tracking list of the efforts made to contact the return to senders is
attached hereto as Exhibit No. 4.

In addition to the certified letter dated August 10, 2010, MOG published
notice of the application and hearing in Case No. 14540 in the Farmington

Daily Times. A copy of the legal advertisement and a copy of an Affidavit of

Publication is attached hereto as Exhibit No. 5.

MOG conducted a good faith, diligent effort to find the correct addresses for
all persons entitled to notice pursuant to the rules of the NMOCD.

MOG has given notice at the correct address for each person entitled to
notice or has notified each such person by publication, all as required by
19.15.14.1210 NMAC.



8. Based on the foregoing, MOG has complied with the notice provisions of

19.15.14.120 NMAC.

George Sha'(pe

Dated this 14" day of September, 2010

Subscribed and sworn to before me this __{ 9t day of September, 2010.

/o - 20 - 01> m FQEK//(/@

My commission expires: Notary Public
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Affidavit of Notification
Docket 3110 Case 14540

August 10, 2010 CERTIFIED RETURN RECEIPT REQUESTED

RE:

PROPOSAL TO DRILL ~ GLADE PARK #1 AN]) #2

. W/2 SECTION 9, T29N, R13W

SAN JUAN COUNTY, NEW MEXICO

NOTIFICATION OF COMPULSORY POOLING APPLICATION
NOTICE OF PLAN TO COMMINGLE

To Unleased Mineral Owners:

Merlrion Oil & Gas (Merrion) is proposing to drill two Fruitland Coal / Pictured Cliffs wells in
the west half of Section 9, T29N, R13W. You may remember getting a similar letter two years
ago. The wells were never drilled, our proposals expired, and so we are repeating the process.

Our title review indicates that you own unleased mineral rights on this land as summarized in
Attachment 1. You have a number of choices as to what you may do with the interest. Your
options are listed below:

1.

Option 1 - participate in the wells, where you would pay your proportionate share
of the drilling, completion, and ongoing operating costs and would receive your
proportional share of the production. Attachment 2 is estimated drilling costs for each
well, and Attachment 3 shows an example calculation of how much a 1 acre parcel would
own of each well on a proportionately reduced basis, and calculates what the estimated
total exposure would be ($3200 drilling and completion cost) if the owner of that parcel
participated in the wells. Participating in the wells is risky, and if you do so, you need to
be prepared to lose that much money. However, if the wells are successful, they may
provide a decent return on your investment.

Option 2 - lease to Merrion Qil & Gas. Merrion would pay you $50 per net acre and
you would retain a 15% voyalty interest. Therefore, if you own 1 acre of minerals, you
would receive an upfront check for $50 and a royalty interest of 15% proportionately
reduced to the spacing unit (similar calculation as shown in Attachment 3). You would
have no obligation to pay ANY costs associated with drilling, producing, or plugging the
wells. NOTE: The lease calls for no well to be drilled on your surface without your
expressed written permission. We intend to drill these wells on city owned property.

. Ifyou do not choose one of the above options, your interest will be subject to the

terms and provisions of any compulsory-peoling order that may be issued by the
NMOCB. The rules of the State provide for the “compulsory pooling” of non-committed
interests so that one or more owners within a spacing unit are not able to deny the right of
other owners to drill and access their minerals. Merrion will be starting the compulsory
pooling process parallel with our efforts to sign individuals up for one of the above

610 Reilly Avenue * Farmington, NM 87401  505.324.5300/ 505.324.5350 (Fax)



options. A hearing has been requested before the New Mexico Qil Conservation Division
(NMOCD) on September 16, 2010 beginning at 8 a.m. as part of the process. If your
interest is compulsory-pooled, you would receive a 12.5% royalty proportionally reduced
to your mineral acreage on revenue. The compulsory-pool order would also provide that
Metrion would pay all up-front costs and would receive the balance of your proportional
share of the operating profit on each well until Merrion recovered the costs plus a penalty
assessed for the risk assumed by Merrion on your behalf. At that point, you would own a
100% working interest proportionally reduced to your acreage, and would pay your full
share of all operating costs and receive your full share of all revenue.

Attachment 5 is a copy of Merrion’s application for compulsory pooling on these two wells.
Merrion has requested an September 16" hearing date to give all parties adequate time to review
the options and make an informed decision. If you choose not to elect one of the first two
options above and you oppose Merrion’s application, then you may choose to participate in the
hearing process by notifying the NMOCD in writing of your desire to participate prior to the
hearing, by filing a pre-hearing statement with the NMOCD in accordance with its rules, and by
attending the hearing. The mailing address for the NMOCD and the location of the hearing is
1220 S. St. Francis Dr., Santa Fe, NM 87505.

Merrion also intends to commingle the two formations in each wellbore, so that we don’t have to
drill separate wells for each formation. Attachment 6 is a notice in that regard. As an unleased
mineral owner, you have the right to object to the commingling by either notifying me or
notifying the NMOCD in Aztec (1000 Rio Brazos Rd, Aztec, NM 87410) within 20 days of
receipt of this letter.

Please indicate on the attached Option Summary which of the first two options you choose and
follow the directions for that option. Again, a non-response will ultimately go through the
compulsory pooling process.

I know this can be very confusing, and I have done my best to put the options into laymen’s
terms. However, it is likely I have fallen short. Therefore, if you have any specific questions as
to your mineral interest or your options, please give me a call and I will do my best to give you
answers.

Sincerely,

o

Geofge Sharpe
Investment Manager
gsharpe@merrion.bz
505-324-5314




Summary of Options
Glade Park 1 & 2 Drilling Proposal

1. Participate as working interest owner in drilling of wells

Please note option 1 below and return this form

Please sign and retum a copy of the attached Authorization For Expenditures
Please sign and return a copy of the Operating Agreement (OA) signature page.
Note that the entire proposed OA can be reviewed on line at www.merrion.bz/
click on Owner Relations tab, then click on Glade Park tab and download
document

If you do not have on line access and would like to get a copy of the OA, please
contact Martha Goats at 505-324-5317.

2. Lease to Merrion Oil & Gas

Please note option 2 below and return this form

Merrion will send you a lease to execute (lease form can be viewed at

www.merrion.bz/ click on Owner Relations tab, then click on Glade Park tab and
download document

Upon receipt of executed lease, Merrion will pay you your bonus check

3. Allow Minerals to be Compulsory Pooled (If you do not choose either option above,
this will happen automatically)

A hearing has been requested for September 16, 2010 at 8:00 a.m. before the
NMOCD in Santa Fe

If you object to the compulsory pooling or would like to participate in the hearing,
please contact the NMOCD at 1220 S. St. Francis Dr., Santa Fe, NM 87505 at
least 20 days prior to the hearing. You will be required to file a prehearing
statement in accordance with the rules of the NMOCD.

The Operating Agreement that will be presented to the NMOCD to govern
operations of the well, both before and after payout, can be viewed on line at
www.merrion.bz/ click on Owner Relations tab, then click on Glade Park tab and
download document

If you do not have on line access and would like to get a copy of the OA, please
contact Martha Goats.

OPTION CHOSEN Date:
Name: Spouse:
Signature: Spouse:
Address:

Phone: Email:

Please sign and return this page along with the documents listed above to Martha Goats, Merrion
Qil & Gas, 610 Reilly Ave., Farmington, NM 87401



List of Attachments

—

. Unleased mineral owners, address, and mineral acres owned.
. Authorization for Expenditures (AFEs)
. Example Calculation of Costs to Participate in Drilling

. Operating Agreement Signature Pages
. Application to NMOCD for Compulsory Pooling

- T N U I

. Notice of Intent to Commingle the two wells



Attachment # 1

W/2 Section 9, 29N, 13W
San Juan County NM
I

Mingral interests Address Clty State 2P Acres | %ofQtr
NwW/4 -

Mervion Ol & Gas Leased TRA1TY]  46.51%)
XTO Leased 810 Houston Street Fort Worth TX 76102 32237 20.15%
Bonnie Frazer Trust 900 Schofeild Lane fFarmington NM 87401 5 3.13%
E.O. & june Joh 2303 N Tucker Ave Farmington NM 87401 20!  12.50%)
{Neuman Petty 3609 N Melrose Dr Farmington NM 87401 20f 12.50%,
Darrell fonthieux 710 W Boyd Dr Farmington NW 87401 0.1388 0.09%
Colter & Stacie Hamblin 708 W Boyd Dr Farmington NM 87401| 0.1708 0.11%
Camergn & Candace Garrett 706 W Boyd Or Farming NM 87401 0.2605 0.16%
Cameran & Candace Garrett 707 W Boyd Dr Farmington NM 87401]  0.1716! 0.119%;
Rita Garrett 821 Shady Lane |Farmington NM 87402 0.126 0.08%|
Carl E & Cora Hopkins 710 Ashurst O¢ Farmington NM 87401]  0.1636 0-10%,
[David & Sue Brackman 704 Ashurst Dr Farmington NM 87401| 0.4484 0.28%|
Louis C & Jennie Haynie 709 Ashurst Or Farmington NM 87401| 0.6576, 0.41%
1Bty Lock 110E. La Plata Farmington NM 87401) 0.3656 0.23%
|Naney 1 Jenkins Trust 707 W Gladden Dr Farmington NM 87401 0.318 0.20%)
IMitchell & Theresa Thomas 1402 1/2 Massey Cup Or farmington INm 87401 0.278 0.17%
Kenneth King 700 Ashurst Or Farmington M 87401 0.15]  0.09%
Alice B Nuno (move to unleased) PO BOX 676 Chama NM 87520(  0.2038, 0.13%
Danny & Sherrie Carrell 600 Unden Or Farmington NM 87401 0.4245 0.27%
Francis & Jeannette McGough 1401 St. James Place Farmington NM 87401 0.8046 0.50%:
Nexstar |, LLC 4300 Main Farmington NM 87402] 0.1686 0.11%]
Roberta De Fleld 156 Road 3950 Farmington NM 87401] 0.1627 0.10%
Lesa $. Christlan 613 Ashurst Dr Farmingtan NM 87401! 0.17¢8| 0.11%,
Speciaity Lending Group LLC 2810E. 20th St Farmington N 87401 0.1752 0.11%)|
Norman Waddoups 1316 St. James Place Farmington NM 87401 0.2005 0.13%
{Waverley Lamb Trustee 2302 Camino Rio Farmington NM 87401 0.23 0.14%
W. Blain Crezee 601 Glade Rd Farmington NM 87401 1.55 0.97%
|Barbara Tedrow 1117 AN. Auburn Farmington NM 87401 0.2 0.13%
[gavy & Ragsdale Attn: Barbara Tedrow 1115 N, Auburn Ave Farmington NM 87401 0.36 0.23%] -
Barbara L Tedrow 3101 McColm Dr. Farming NM 87402 0.1616 0.10%,
Curtis & Karla McCurry 1402 Mossey Cup Or Farmington NM 87401] 0.2847 0.18%
MI Uncommitted Mineral Owners 53.3459] 33.34%
Grand Total NW/4 160.0000| 100.00%




W/2 Section 9, 29N, 13W
San Juan County NM
Mineral {nterests Address City State e Acres | % of Qtr
SW/4-
Merrion Oil & Gas Leased . 104.8137]  65.51%
XTO teased 810 Houston Street Fort Worth TX 76102] 7.2865 4.55%)
MM State of Adjutant General 1100 St. Francls Ds Montaya BLOG  [Santa Fe NM 87503 2.04/ 1,28%!
A.S. Brack 1600 Ciiffside Dr Farmington NM 87401 2481 1.55%
Iris Ray PO Box 476 Kirtland NM 87417 2.481 1.55%)
€l Paso Natural Gas Co PO Box 1087 Colorado Springs  [CO 80944 1.949 1.22%
Sibquad 302 E. Main Farmington NM 87401 5.85 3.66%)
HO Rasebrough 06| 038%
Hadden S. Wilson PO Box 6793 Farmington NM 87499 2.94, 1.84%
James Philllp Collard 901 N Auburn Farmington NM 87401)  1.3095 0.82%
Steve & Susan Nelson 4901 Crestwaod Dr. Farmington NM 87401 0.693 0.43%
Keith Barbeau 6020 San Marcos Farmington NM 87402 139 0.87%
LOJLLC 1500 W. Barrett Merldlan 0 83642 0.97 0.61%!
Sarah Faye Roberts 9704 Wayne Ave Lubbock LLS 79424 0.92 0.58%,
Michael G il 0.1601 0.10%)
Sharon Simons 210 W 38th Street Farmingtan NM 87401 0.1601 0.10%
T & B Holdings 5802 Chaparral Circle Farmington NM 87402 0.1601 0.10%)
Tammy Garlington PO Box 5525 Farming NM 874991  0.1601, 0.10%|
lesus Mend 500 Glada Place Farmington NM 87401 02744 0.17%
B & M investments C/O Ruby James 511, Glade Place Farmington NM 87401 0.1601 0.10%
[R_owena Andersan C/O Frank Hoover PO Box 935 Limon co 80828] 0.1601 0.10%,
|seri Herrera 505 Glade Place Farmington NM 87401 0.1601 0.10%
|Kaime Revacable Trust 5007 Mead Lane Farmington NM 87401 03201(  0.20%
Monica Nagahiro 514 San Juan Place |Farmington NM 87401 0.2262 0.14%
Child Haveninc 807 West Apache Farmington NM 87401 0.2262 0.14%|
Freddie Hudgins #2 Road 2853 Aztec NM 87410, 0.2262 0.14%
|Wayne Dale 1054 Road 215 Durango co 81301 0.3802 0.24%
{Michael Rose S09 E. 16th |Farmington NM 87401 0.1419 0.09%
BBR LLC PO Box 2019 Farmington NM 87499 0.2601 0.16%
E! Paso Natural Gas PO Box 1087 Farmington NM 80944 8.627 5.39%
Jay Stelgelman 1700 San Juan BLVD Farmington NM 87401 6.06 3.79%
ewel S. & Leona McGee 634 W. Apache Farmington NM 87401 3.57| 2.23%
ade Duncan 600 Circle Dr Farming NM 87401 0.1932 0.12%
Roger Allen 602 Circle Dr. Farmington NM 87401] 02301 0.14%
Rosamary Trujille 1607 N. Mesa Verde |Farmington NM 87401 Q.85 0.53%)!
Juraj Lucas-Klepac PO Box 1289 Flora Vista NM 87415 1.08 0.68%
[Harold McFarling 6410 Putter Place Farmington NM 87402 0.49 0.31%
Total Uncommitted Mineral Owners 47.8998]  29.94%
Grand Total SW/4 160.0000] 100.00%
Total W/2 Summation
Merrion Ofl & Gas Leased 179.2308|  56.01%
XTO Leased 39.5235( 12.35%
Total Unleased 201.2457| 31.64%

320| 100.00%




MERRION OIL & GAS

Drilling and Completion Cost Estimate

Prepared by Paul Thompson, Thampson Engineering and Production Corp.

AUTHORITY FOR EXPENDITURE

Glade Park #1

Location: NW/4 Sectlion 9, T28N, R13W, San Juan Co., CQ
Proposed Dapth: 1130’

Objective: Pictured Cliffs and Fruitiand Coal

Total
1. Tangible Drilling Costs{ Does not Inciude running production casing)
Surface Casing (120 of 7" @ 14.25 $/ft.) 855 855 1,710
Casing Head 425 425 850
Total Tangible Drilling Cost 1,280 1,280 2,680
Il. Intangible Drilling Costs( Does not include running production casing)
Survey and Permits 0 0 0
Title Opinion and Land Costs 3410 3,410 6,820
Damages - 25,000 25,000 60,000
Dirt Work 4,000 4,000 8,000
Pit Liner and Fence 4,000 4,000 8,000
Drill Conductor Hole 0 0 0
Drilling Footage @ $19.00/ft 10,735 10,735 21,470
Rig Rentals 3,000 3,000 6,000
Rig Mob and Demob 1,000 1,000 2,000
Fuel (Footage) 0 0 0
Water and Water Hauling 1,200 1,200 2,400
Drilling Mud 1,680 1,580 3,180
Air Pkg & Nitrogen Unit 0 0 0
Drill Bits {Footage) 0 0 0
Cement Surface 1,575 1,575 3,150
Logs 3,425 3,425 6,860
Environmental Digposal 2,500 2,500 5,000
Miscellaneous & BOP Test 4,000 4,000 8,000
Trucking 1,500 1,500 3,000
Engineering/Supervision 2,000 2,000 4,000
Total Intangible Drilling Cost 68,935 88,935 137,870
Total Drilling Costs 70,215 70,215 140,430
“10% Contingency 7.022 7,022 14,043
Grand Total Drilling Costs 77,237 17,037 154,473
ill. Tangible Completion Costs
Production Casing (1130' of 4-1/2", 10.5# at 7.50 $/ft) 4,240 4,240 8,480
Float Equipment 450 450 900
Tubing Head and Well Connection Fitfings 675 875 1,350
* Tubing (1050 of 2-3/8" @ 4.50 $/ft.) 2,365 2,365 4,730
Rods, Pump, SB, PR.ect.) 1,800 1,800 3,800
Separator 3,500 3,500 7,000
Flowlines 2,500 2,500 5,000
Tank and Fittings 2,000 2,000 4,000
Pumpjack and Motor 13,000 13,000 26,000
Pipeline 41,250 41,250 82,500
Nolse Abatement Building 18,925 18,925 37,850
Measurement Equipment 114,250 11,250 22,500
Total Tangible Completion Costs 101,955 101,985 203,910
IV. Intangible Completion Costs
Cement Production Casing 3,500 3,500 7,000
Casing Crew 1,000 1,000 2,000
Perf 3.500 3,500 7,000
Stimulation (Single PC & Single FTC) 38,500 38,500 77,000
Tool Rental (Frac Valve) 800 800 1,600
Frac Tank Rental 1,500 1,500 3,000
Completion Fluids & Disposai 1,800 1,800 3,600
Completion Rig (3 days at $3000/day) 4,500 4,500 9,000
Bailer 400 400 800
Flowline Installation 3,000 3,000 6,000
Trucking 1,000 1.000 2,000
Restore Location 5§00 500 1,000
Engineering/Supervision 1,500 1,500 3,000
Total Intangible Completion Costs 61,600 61,500 123,000
Total Completion Costs 163,485 163,450 326,910
6% Contingency 16,348 16,346 32,691
Grand Total Completion Costs 179,801 179,801 359,601
Grand Total Well Costs 257,037 257,037 514.:074|

Prepared By: Paul C. Thompson, P.E.

ESTIMATED COSTS ONLY-Each participating

Date: July 14, 2010 Owner to pay Proportionate Share of Actual
Well Costs Subject to Operating Agreement

Working Interest Owners



MERRION OIL & GAS

Drilling and Completion Cost Estimate

Prepared by Paul Thompson, Thompson Englineering and Production Corp.

AUTHORITY FOR EXPENDITURE

Glade Park #2

Location: SWi4 Section 9, T29N, R13W, San Juan Co., CO
Objective: Pictured Cliffs and Frultiand Coal

Proposed Depth: 1130’

Total
1. Tangible Drilling Costs{ Doas not inciuda running production casing)
Surface Casing (120' of 7" @ 14.25 $/ft) 855 855 1,710
Casing Head 425 425 860
Total Tangible Drilling Cost 1,280 1,280 2,560
Il. Intangible Drilling Costs({ Does not include running production casing)
Survey and Permits 0 [ 0
Title Opinion and Land Costs 3,410 3,410 6,820
Damages 25,000 25,000 50,000
Dist Work 4,000 4,000 8,000
Pit Liner and Fence 4,000 4,000 8,000
Drill Conductor Hole 0 ] 0
Drilling Footage @ $19.00/ft 10,735 10,735 21,470
RIg Rentals 3,000 3,000 6,000
Rig Mob and Demob 1,000 1,000 2,000
Fue! (Footage) 0 0 0
Water and Water Hauling 1,200 1,200 2,400
Driliing Mud 1,580 1,500 3,180
Alr Pkg & Nitrogen Unit 0 0 0
Drilt Bits (Footage) 0 0 0
Cement Surface 1,575 1,575 3,180
Logs 3425 3,425 €,850
Environmental Disposal 2,500 2,500 §,000
Miscellanecus & BOP Test 4,000 4,000 8,000
Trucking 1,500 1,500 3,000
Engineering/Supervision ) 2,000 2,000 4,000
Total Intangible Drilling Cost 68,935 68,936 137,870
Total Driliing Casts 70,218 70,215 140,430
10% Contingency ) 7,022 7,022 14,043
Grand Total Drilling Costs B 77,237 77,237 154,473'
Iil. Tangibia Completion Costs
Production Casing (1130 of 4-1/2°, 10.5# at 7.50 $/ft) 4,240 4,240 8,480
Float Equipment 450 450 900
Tubing Head and Well Connection Fittings 875 875 1,380
Tubing (1050 of 2-3/8" @ 4.50 $/it.) 2,365 2,385 4,730
Rods, Pump, SB, PR,ect.) 1,800 1,800 3,800
Separator 3,500 3,500 7,000
Flowlines 2,500 2,500 5,000
Tank and Fittings 2,000 2,000 4,000
Pumpjack and Motor 13,000 13.000 26,000
" Pipeline 41,250 41,250 82,500
Noise Abatement Building 18,925 18,925 37,880
Measurement Equipment 11,250 11,250 22,800
Total Tangible Completion Costs 101,956 101,968 203,910
IV. Intangible Completion Costs
Cement Production Casing 3,500 3,500 7,000
Casing Crew 1,000 1,000 2,000
Perf 3,500 3,500 7,000
Stimulation (Single PC & Single FTC) 38,500 38,500 77,000
Tool Rental (Frac Vaive) 800 800 1,600
Frac Tank Rental 1,500 1,500 3,000
Completion Fluids & Disposal 1,800 1,800 3,800
Completion Rig (3 days at $3000/day) 4,500 4,500 9,000
Bailer ‘ 400 400 800
Flowline Installation 3,000 3,000 6,000
Trucking 1,000 1,000 2,000
Restore Location 500 500 1,000
Engineering/Supervision 1,500 1,500 3,000
Total Intangible Completion Costs 61,500 61,500 123,000
Total Completion Costs 163,456 163,455 326,910
10% Contingency 16,346 16,346 32,601
Grand Total Complation Costs 179,801 179,801 359,601
lGrand Total Weil Costs 257,037 267,037 514,074

Prepared By: Paul C. Thompson, P.E.

ESTIMATED COSTS ONLY--Each participating

Date: July 14, 2010 Owner to pay Proportionate Share of Actual
Well Costs Subject to Operating Agreement

Working Interest Owners

Ammancoasd.



Attachment 3

Example 1 Acre Parcel
Calculation of Costs to Participate in Drilling
Glade Park 1 & 2 wells in the W/2 of Section 9

S

.

\\ Sl

Section 9

Your Parcel = 1 Acre

Ownership Proportionally Reduced

1/320=0.3125%FC
1/160=0.625%PC

Estimated Drilling Cost:
$514,000 per well
Split 50/50 FC/PC

Your Share in theGlade Park1
FC - 0.3125% x $257,000=$800

Your Share in the Glade Park 2
FC - 0.3125% x $257,000=$800
PC - 0.625% x $257,000= $1600

Total in hoth wells: $3200

Fruitland Coal
320 Ac Spacing Unit

1/320 Your share of
Glade Park 1
Fruittand Coal Well

1/320 Your share of
Glade Park 2
Fruitland Coal Well

Pictured Cliffs
160 Ac Spacing Unit

1/160 Your share of
Glade Park 2
Pictured Cliffs Well

Note: As a working interest
owner, you will pay your proportionate
share of operating costs as calculated
in the example to the left, and you will

receive your share of revenue from
the wells after royalty deductions



AAPL.FORM 610 - MODEL FORM OPERATING AGREEMENT - 1982

ARTICLE XV1.
MISCELLANEOUS

OPERATING AGREEMENT DATED.............. July 1,2010 (Glade Park 1 & 2)

OPERATOR: Merrion Ofl & Gas Corporaton

CONTRACT AREA: Township 29 North, Range 13 West, NMPM, W% Section 9, San Juan County, NM
Depth Limited: Surface to base of Pictures Cliffs formation

This agreement shall be binding upon and shall inure to the benefit of the parties hereto and to their respective heirs, devisees,
legal representatives, successors and assigns.

00N N B W N

13 This instrument may be executed in any number of counterparts, cach of which shall be considered an original for all purposes.

13 IN WITNESS WHEREOF, this agreement shall be effective as of 1% day of February, 2008,

Merrion Qi) & Gas Corp, Land Dept. , who has prepared and circulated this form for execution, represents and warrants that the form
was printed from and with the exception listed below, is identical to the AAPL Form 610-1982 Model Form Operating Agrecment, as published
in diskette form by Forms On-A-Disk, Inc. No changes, alternations, or modifications, other than these-in-Astiols __ DELETIONS APPEAR
AS 3 INSE! BOLD

OPERATOR

2 MERRION OIL & GAS conpomnon

25 By /
T. Greg Merrion, President

NON-OPERATORS

35 By:

33 Name:

40 Tie:

-15-



@MERRION
\ ,/onL&GAs

August 5, 2010

Ms. Florene Davidson CERTIFIED RETURN RECEIPT
NMOCD ‘ '

1220 S. St Francis Drive

Santa Fe, New Mexico 87505

RE: Application for Compulsory Pooling
Basin Fruitiand Coal Pool — W/2 of Section 9
West Kutz Pictured Cliffs Pool — NW/4 of Section 9 (Glade Park 1)
West Kutz Pictured Cliffs Pool — SW/4 of Section 9 (Glade Park 2)
T29N - R13W, San Juan County, New Mexico

Dear Ms Davidson:

Merrion Oil & Gas plans to drill the Glade Park #1 and #2 wells to develop the Fruitland
Coal and the Pictured Cliffs formations in the W/2 of Section 9, T29N, R13W within the
city limits of Farmington. We plan to complete and commingle the Pictured Cliffs and
the Fruitland Coal formations in each wellbore.

Because we are in the city limits of Farmington, the ownership is complex, with dozens
of different mineral and leasehold owners. Merrion anticipates that not all of the owners
will choose to either lease or participate in the drilling of the wells. Therefore, the

purpose of this application is to compulsory pool the Basin Fruitland Coal Pool on

the 320 acre tract in the W/2 of Section 9, and to compuisory pool the West Kutz
Pictured CHff Pool on 160 ac tracts in each of the guarter sections. We ask that these

compulsory pooling requests be joined in the same hearing process. We request that
this matter be set for hearing on your September 16, 2010 docket.

Merrion requests that the compulsory pooling be subject to the following terms and
conditions:

1. Merrion be named as operator.

2. Provisions be included for applicant and all working interest owners to
participate in the costs of drilling, completing, equipping, and operating the
wells.

3. In the event a mineral owner or working interest owner fails to elect to
participate in the wells, then provisions be included to recoup out of
production, the costs of drilling, completing, equipping, and operating the
wells, including a risk factor penalty of 200%.

4. Provisions for overhead rates per month drilling and per month operating and
a provision providing for a method of adjusting the overhead rates as provided

610 Reilly Avenue ¢ Farmington, NM 87401 ¢ 505.324.5300/505.324.5350 (Fax)



by COPAS.

5. For such other and further relief as may be proper.

OTHER ASSOCIATED APPLICATIONS

Metrion is aware that it will need NMOCD approval on a number of other applications.
We will need approval for Downhole Commingling (DHC) and Non-Standard Locations
(NSL) for both wells. Applications for DHC, NSL will be submitted for approval through
the administrative process.

NOTIFICATION

Attached 1s a list of all mineral owners and leasehold owners who received copies of this
application through certified mail. Tommy Roberts, our attorney, will be preparing a
prehearing statement and will represent Merrion Oil & Gas at the hearing. Please let me
know if you have any questions or issues with our application.

Sincerely,

ZZZ Sharpe

Investment Manager
Merrion Oil & Gas
505-324-5314

gsharpe@merrion.bz

cC Aztec NMOCD
Tommy Roberts



Subwmit 1 Copy To Appropriate District
Office
District I

' 1625 N. French Dr., Hobbs, NM 83240
Distrjct
1301 W. Grand Ave., Artesia, NM 88210
District Iil
1000 Rio Brazos Rd., Aztec, NM 87410
District IV
1220 S. St. Francis Dx., Santa Fe, NM
87505

State of New Mexico
Energy, Minerals and Natural Resources

OIL CONSERVATION DIVISION
1220 South St. Francis Dr.
Santa Fe, NM 87505

Form C-103
QOctaber 13, 2009
WELL API NO.
30-045-34748
5. Indicate Type of Lease
STATE [  FEE (]

6. State Oil & Gas Lease No.

SUNDRY NOTICES AND REPORTS ON WELLS
(DO NOT USE THIS FORM FOR PROPOSALS TO DRILL OR TO DEEPEN OR PLUG BACK TO A
DIFFERENT RESERVOIR. USE "APPLICATION FOR PERMIT® (FORM C-101) FOR SUCH
PROPOSALS.)

1. Type of Well: Cil Well ]  Gas Well Other

7. Lease Name or Unit Agreement Name
Glade Park

8. Well Number

5326

S 11. Elevation (Show whether DR, RKB, RT, GR, etc.)

2
2. Name of Operator 9. OGRID Number
Merrion QOil & Gas Corporation 14634
3. Address of Operator 10. Pool name or Wildcat
610 Reilly Ave Farmington, NM 87401 Basin FC/Kutz PC
4. Well Location
Unit Letter K 1561  fectfromthe Soujhy lineand 2012 feet from the West  line
__Township 29N __ Range 13W NMPM County __ SanJuan

12. Check Appropriate Box to Indicate Nature of Notice, Report or Other Data

NOTICE OF INTENTION TO: SUBSEQUENT REPORT OF:
PERFORM REMEDIAL WORK [ PLUG AND ABANDON ([ REMEDIAL WORK (0 ALTERING CASING (]
TEMPORARILY ABANDON [ CHANGE PLANS O COMMENCE DRILLINGOPNS.[] P AND A O
PULL ORALTERCASING [1 MuLTIPLECOMPL  [J CASING/CEMENT JOB O
DOWNHOLE COMMINGLE ~ [X] '
OTHER: OTHER: ]

13. Describe proposed or completed operations. (Clearly state all pertinent details, and give pertinent dates, including estimated date
of starting any proposed work). SEE RULE 19.15.7.14 NMAC. For Multiple Completions: Attach wellbore diagram of

proposed completion or recompletion.

It is intended to commingle the subject well in the Kutz West Pictured Cliffs (Pool Code 79680) and
the Basin Fruitland Coal (Pool Code 71629). The production will be commingled according to Oil
Conservation Division Order Number R-11363. Commingling will not reduce the value of the production.
The New Mexico State Land Office has been notified in writing of this application.

This notice is being provided to you by certified mail as an interest owner per Order Number 11363.
Please notify Merrion QOil & Gas Corporation and the Qil Conservation Division within twenty (20) days

if you have objections.

Spud Date: Rig Release Date:

I hereby certify that the information above is true and complete to the best of my knowledge and belief.

SIGNATURE

Type or print name __Philana Thompson
For State Use Only

APPROVED BY: TITLE

TITLE_Regualtory Compliance Specialist DATE __8/5/10

E-mail address: __pthompson@merrion.bz__ PHONE: _505-324-5336__

DATE

Conditions of Approval (if any):




.- C102Report

Page 1 of 1
District . For_m C-102
1625 N. French Dr., Hobbs, NM 88240 State of New Mexico Permit 117058
Phonei(505) 3936161 Fax(505)3934720  Enpergy, Minerals and Natural Resources
District I
1301 W. Grand Ave., Artesia, NM 88210 0il Conservation Division
Phone:(505) 748-1283 Fax:(505) 748-9720 .
District 111 1220 S. St Francis Dr.
1000 Ric Brazos Rd., Aztec, NM 87410
Phone:(505) 334-6178 Fax (505) 334-6170 Santa Fe, NM 87505
District 1V
1220 S. St Francis Dr., Santa Fe, NM 87505
Phone:(505) 476-3470 Fax:(505) 476-3462
WELL LOCATION AND ACREAGE DEDICATION PLAT
1. API Number 2. Pool Code 3. Pool Name
71629 BASIN FRUITLAND COAL (GAS)
4. Property Code 5. Property Name 6. Well No.
37222 GLADE PARK 002
7. OGRID No. 8. Operator Name 9, Elevation
14634 MERRION OIL & GAS CORP 5326
10. Surface Location
UL - Lot Section Township Range Lot Idn Feet From N/S Line Feet From E/W Line County
K 9 29N 13w 1561 S 2012 w SAN JUAN
11. Bottom Hole Location If Different From Surface
UL - Lot [ Section | Township L Range Tun Idn _fFeet From ﬁ/s Line J Feet From I W Line—[ County
12. Dedicated Acres 13. Joiut or Infill 14, Consolidation Code 15, Order No.
320.00 Forced Pooling
NO ALLOWABLE WILL BE ASSIGNED TO THIS COMPLETION UNTIL ALL INTERESTS HAVE
BEEN CONSOLIDATED OR A NON-STANDARD UNIT HAS BEEN APPROVED BY THE DIVISION
OPERATOR CERTIFICATION
I hereby certify that the information contained herein is
true and complete to the best of my knowledge and
belief, and that this organization either owns a working
interest or unleased mineral interest in the land
including the proposed bottom hole location(s) or has a
right to drill this well at this lacation pursuant to a
contract with an owner of such a mineral or working
interest, or to a voluntary pooling agreement or a
compulsory pooling order heretafore entered by the
division.
E-Signed By: MW W
Title: /f?”/4/0, 7 /J’”Mo” 51“ <
Date:
“ Bs/ro
SURVEYOR CERTIFICATION
1 hereby certify that the well location shown on this plat
was plotted from field notes of actual surveys made by
me or under my supervision, and that the same is true
and correct to the best of my belief.
Surveyed By: Gerald Huddlestor
Date of Survey: 9/1/2008
Certificate Number: 6844
http://www.emnrd.state.nm.us/OCD/OCDPermitting/Report/C102/C102Report.aspx?BHID=34549 7/9/2010



" C102Report

Page 1 of 1
District { . Form C-102
1625 N, French Dr., Hobbs, NM 88240 State of New Mexico Permit 117058
Phone(505) 393-6161 Fax(505)3930720  Epergy, Minerals and Natural Resources
District II
1301 W. Grand Ave,, Artesia, NM 85210 Oil Conservation Division
Phone:(505) 748-1283 Fax:(505) 748-9720 .
Distigt ] 1220 S. St Francis Dr.
1000 Rio B: Rd., Aztec, NM 87410
Phone:(;)()sgniiz;:-ﬁln Fax:(505) 334-6170 Santa Fe, NM 87505
Districf [V
1220 8. St Francis Dr., Santa Fe, NM 87505
Phone:(505) 476-3470 Fax:(505) 476-3462
WELL LOCATION AND ACREAGE DEDICATION PLAT
1. API Number 2. Pool Code 3. Pool Name
79680 KUTZ PICTURED CLIFFS, WEST (GAS)
4. Property Cade 5. Property Name 6. Well No.
37222 GLADE PARK 002
7. OGRID No. 8. Operator Name 9. Elevation
14634 MERRION OIL & GAS CORP 5326
10. Surface Location
UL - Lot Section Township Range Lot Idn Feet From N/S Line Fect From E/W Line County
K 9 29N 13W 1561 S 2012 w SAN JUAN
11. Bottom Hole Location If Different From Surface
UL - Lot l Section l Township —[ Range l Lot Idn T Feet FromT N/S Line —[ Feet mej E/W Line L County
12. Dedicated Acres 13. Joint or Infill 14. Consolidation Code 15. Order No.
160.00
NO ALLOWABLE WILL BE ASSIGNED TO THIS COMPLETION UNTIL ALL INTERESTS HAVE
BEEN CONSOLIDATED OR A NON-STANDARD UNIT HAS BEEN APPROVED BY THE DIVISION
OPERATOR CERTIFICATION
. I hereby certify that the information contained herein is
true and complete to the best of my knowledge and
belief, and that this organization either owns a working
interest or unleased mineral interest in the land
including the proposed bottom hole location(s) or has a
right to drill this well at this location pursuant to a
contract with an owner of such a mineral or working
interest, or to a voluntary pooling agreement or a
compulsory pooling order heretofore entered by the
division.
E-Signed By: %M %
Title: @u/a Sor 7 &M;ﬂ/ :
Date:
= B)s/ro
SURVEYOR CERTIFICATION
I hereby certify that the well location shown on this plat
was plotted from field notes of actual surveys made by
me or under my supervision, and that the same is true
and correct to the best of my belief.
Surveyed By: Gerald Huddleston
Date of Survey: 9/1/2008
Certificate Number: 6844
itp://www.emnrd.state.nm.us/OCD/OCDPermitting/Report/C102/C102Report.aspx7BHID=34550 7/9/2010



Production Allocation Methodology
Commingling of Basin Fruitland Coal Pool
And West Kutz Pictured Cliffs Pool
Glade Park 1 & 2 Wells
W/2 Section 9, T29N, R16W
San Juan County, New Mexico

It is recommended that production be allocated between the Basin Fruitland Coal Pool and the
West Kutz Pictured Cliffs Pool for the subject wells based on the performance of nearby offset
wells. Exhibit 1 is an Estimate Ultimate Recovery (EUR) map of a 23 section study area
surrounding the subject lands. Pictured Cliffs (PC) EUR’s are represented by semi-circles on the
right, and Fruitland Coal EUR’s are represented by semi-circles on the left of each well symbol.
As can be seen from the map, while EUR's in the area vary for both formations, in general, the
PC and the Fruitland Coal are statistically similar in their performance.

Type curves were made of all the currently producing wells in the 23 section study area. The
Fruitland Coal type curve is shown in Figure 2 while the PC type curve is shown in Figure 3.
Again, except for a slight dewatering period for the Fruitland Coal, the performance of the two
zones is relatively similar. Based on the type curve, an “average” Fruitland Coal completion in
the area is estimated to have an ultimate recovery of 657 MMCF and 61.4 MBbls of water,
while an “average” PC completion is projected to have an uitimate recovery of 859 MMCF and
88.6 MBbls of water.

Because of the difficulty in obtaining accurate production tests during the dewatering period on
the coal, and because of the inaccuracy of using these tests for allocation over the life of a well,
it is recommended that production be split between the Fruitland Coal and the PC based on the
“average” ultimates from the type curves. On that basis, the following allocation is
recommended: '

Formation Gas Allocation Water Allocation
Fruitland Coal 43.3% 40.1%

Pictured Cliffs 56.7% 59.9%
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Submit 1 Copy 1o Appropriate District .State of New Mexico Form C- 1 03

. gfsﬁ:iect I Energy, Minerals and Natural Resources ' October 13, 2009

1625 N. French Dr., Hobbs, NM 88240 WELL APINO.

District JT 30-045-34747

1301 W. Grand Ave., Artesia, NM 88210 OIL CONSERVATION I?IVISION 5. Indicate Type of Lease

Distict 11l 1220 South St. Francis Dr. STATE D FEE [:]
1000 Rio Brazos Rd., Aztec, NM 87410

District [V Santa Fe, NM 87505 6. State Oil & Gas Lease No.

1220 S. St. Feancis Dr., Santa Fe, NM

87505

SUNDRY NOTICES AND REPORTS ON WELLS 7. Lease Name or Unit Agreement Name

(DO NOT USE THIS FORM FOR PROPOSALS TO DRILL OR TO DEEPEN OR PLUG BACK TO A Glade Park

DIFFERENT RESERVOIR. USE "APPLICATION FOR PERMIT" (FORM C-101) FOR SUCH

PROPOSALS.) ' i 5
1. Typeof Well: Oil Well ]  Gas Well [X] Other : i: Well Number

2. Name of Operator 9. OGRID Number

Merrion Qil & Gas Corporation 14634

3. Address of Operator '10. Pool name or Wildcat

610 Reilly Ave Farmington, NM 87401 Basin FC/Kutz PC

4. Well Location

Unit Letter E : 2484  fectfromthe North lineand 1861 feet from the West liﬁe
Section Township 29N  Range 13W NMPM County

£

11, Elevation (Show whether DR, RKB, RT, GR, etc,)
5354

12. Check Appropriate Box to Indicate Nature of Notice, Report or Other Data

NOTICE OF INTENTION TO: SUBSEQUENT REPORT OF:
PERFORM REMEDIALWORK ] PLUG AND ABANDON [ REMEDIAL WORK ] ALTERING CASING []
TEMPORARILY ABANDON [ CHANGE PLANS O COMMENCE DRILLING OPNS.[] PANDA O
PULLORALTER CASING  [J MULTIPLECOMPL [ CASING/CEMENT JOB O

DOWNHOLE COMMINGLE B4

OTHER: [l OTHER: O
13. Describe proposed or completed operations. (Clearly state all pertinent details, and give pertinent dates, including estimated date
of starting any proposed work). SEE RULE 19.15.7.14 NMAC. For Multiple Completions: Attach wellbore diagram of
proposed completion or recompletion.

It is intfended to commingle the subject well in the Kutz West Pictured Cliffs (Pool Code 79680) and
the Basin Fruitland Coal (Pool Code 71629). The production will be commingled according to Oil
Conservation Division Order Number R-11363. Commingling will not reduce the value of the production.
The New Mexico State Land Office has been notified in writing of this application.

This notice is being provided to you by certified mail as an interest owner per Order Number 11363.
Please notify Merrion Qil & Gas Corporation and the Qil Conservation Division within twenty (20) days
if you have objections.

Spud Date: Rig Release Date:

I hereby certify that the information above is true and complete to the best of my knowledge and belief.

Type or print name __ Philana Thompson ' E-mail address: __pthompson@merrion.bz__ PHONE: _505-324-5336__
For State Use Onl

SIGNATURE / TITLE_Regualtory Compliance Specialist DATE__ 8/5/10

APPROVED BY: TITLE DATE
Conditions of Approval (if any):




“C102Report

District |
1625 N. French Dr., Hobbs, NM 88240

District 11
130t W. Grand Ave., Artesia, NM 88210
Phone:(505) 748-1283 Fax:(505) 748-9720
District IIT

1000 Rio Brazos Rd., Aztec, NM 87410
Phone:(505) 334-6178 Fax:(505) 334-6170

Distrigt [V
1220 S. St Francis Dr., Santa Fe, NM 87505

Phone:(505) 476-3470 Fax:(505) 476-3462

State of New Mexico
Phone:(505) 393-6161 Fex(505)3936720  Knergy, Minerals and Natural Resources

Qil Conservation Division’

1220 S. St Francis Dr.
Santa Fe, NM 87505

WELL LOCATION AND ACREAGE DEDICATION PLAT.

Page 1 of 1

Form C-102
Permit 117057

1. API Number 2. Pool Code 3. Pool Name
71629 BASIN FRUITLAND COAL (GAS)
4. Property Code ' 5. Property Name 6. Well No.
37222 GLADE PARK gol
7. OGRID No. 8. Operator Name 9, Elevation
14634 MERRION OIL & GAS CORP 5354
10. Surface Location
UL - Lot Section Township Range Lot Idn Feet From N/S Line Feet From E/W Line County
E 9 29N 13W 2484 N 1861 w SAN JUAN
11, Bottom Hole Location If Different From Surface
UL- Lotl Section | Township [ Range I Lot idn | Feet From | NS Line 7 Feet From T E/W Line T County
12, Dedicated Acres 13. Joiat or Infill 14. Consolidation Code 15. Order No.
320.00

NO ALLOWABLE WILL BE ASSIGNED TO THIS COMPLETION UNTIL ALL INTERESTS HAVE
BEEN CONSOLIDATED OR A NON-STANDARD UNIT HAS BEEN APPROVED BY THE DIVISION

Date:

OPERATOR CERTIFICATION

E-Signed By:
Title:

I hereby certify that the information contained herein is
true and complete to the best of my knowledge and
belief, and that this organization either owns a working
interest or unleased mineral interest in the land
including the proposed bottom hole location(s) or has a
right to drill this well at this location pursuant to a
contract with an owner of such a mineral or working
interest, or to a voluntary pooling agreement or a
compulsory pooling order heretofore entered by the
division.

Regila fory Oormpl icw'te Spec.

8/5/10

SURVEYOR CERTIFICATION

1 hereby certify that the well location shown on this plat
was plotted from field notes of actual surveys made by
me or under my supervision, and that the same is true
and correct to the best of my belief.

Surveyed By: Gerald Huddleston
Date of Survey: 9/1/2008
Certificate Number: 6844

ittp://www.emnrd.state.nm.us/OCD/OCDPermitting/Report/C102/C102Report.aspx?BHID=34547

7/9/2010



’

) ClO2iicport Page 1 of 1

. R Form C-102
?;—i-fﬁimmhm e N 88240 State of New Mexico Permit 117057
Phone:(505) 3936161 Fax:(505)393-0720  Energy, Minerals and Natural Resources

Dl

1301 W. Grand Ave., Artesia, NM 88210 Qil Conservation Division

Phone:(505) 748-1283 Fax:(505) 748-9720 j

District 11l 1220 S. St Francis Dr.

1000 Rio Brazos Rd,, Aztec, NM 87410

Phone:(505) 3346178 Fax:(505)334-6170 Santa Fe, NM 87505

Digtdct [V

1220 S. St Francis Dr., Santa Fe, NM 87505

Phone:(505) 476~3470 Fax:(505) 476-3462

WELL LOCATION AND ACREAGE DEDICATION PLAT

1. APl Number 2. Pool Code 3. Poo!l Name
79680 KUTZ PICTURED CLIFFS, WEST (GAS)
4. Property Code 5. Property Name 6. Well No.
Inn GLADE PARK 001
7. OGRID No. 8. Operator Name 9. Elevation
14634 MERRION OIL & GAS CORP 5354
10. Surface Location
UL - Lot Section Township Range LotIdn Feet From N/S Line Feet From E/W Line County
E 9 29N 13W 2484 N 1861 w SAN JUAN
11, Bottom Hole Location If Different From Surface
UL - Lot I Section | Township [ Range | Lot Idn | Feet From r NS Line J Feet From | E/W Line l County
12. Dedicated Acres " 13, Joint or Infill 14. Consolidation Code ] 15. Order No.
160.00

NO ALLOWABLE WILL BE ASSIGNED TO THIS COMPLETION UNTIL ALL INTERESTS HAVE
BEEN CONSOLIDATED OR A NON-STANDARD UNIT HAS BEEN APPROVED BY THE DIVISION

OPERATOR CERTIFICATION

I hereby certify that the information contained herein is
true and complete to the best of my knowledge and
belief, and that this organization either owns a working
interest or unleased mineral interest in the land
including the proposed bottom hole location(s) or has a
right to driil this well at this location pursuant (o a
contract with an ewner of such a mineral or working
interest, or to a voluntary pooling agreement or a
compulsory pooling order heretofore entered by the
division.

E-Signed By: /
Title: /ng,/a,@/y Compliancé SPC
Date: 5 / 5 / /0

SURVEYOR CERTIFICATION

1 hereby certify that the well location shown on this plat
was plotted from field notes of actual surveys made by
me or under my supervision, and that the same is true
and correct to the best of my belief.

Surveyed By: Gerald Huddleston
Date of Survey: 9/1/2008
Certificate Number: 6844

Attp://www.emnrd.state.nm.us/OCD/OCDPermitting/Report/C102/C102Report.aspx?BHID=34548 7/92010



Production Allocation Methodology
Commingling of Basin Fruitland Coal Pool
And West Kutz Pictured Cliffs Pool
Glade Park 1 & 2 Wells
W/2 Section 9, T29N, R16W
San Juan County, New Mexico

It is recommended that production be allocated between the Basin Fruitland Coal Pool and the
West Kutz Pictured Cliffs Pool for the subject wells based on the performance of nearby offset
wells. Exhibit 1is an Estimate Ultimate Recovery (EUR) map of a 23 section study area
surrounding the subject lands. Pictured Cliffs (PC) EUR's are represented by semi-circles on the
right, and Fruitiand Coal EUR's are represented by semi-circles on the left of each well symbol.
As can be seen from the map, while EUR’s in the area vary for both formations, in generali, the
PC and the Fruitland Coal are statistically similar in their performance.

Type curves were made of all the currently producing wells in the 23 section study area. The
Fruitland Coal type curve is shown in Figure 2 while the PC type curve is shown in Figure 3.
Again, except for a slight dewatering period for the Fruitland Coal, the performance of the two
zones is relatively similar. Based on the type curve, an “average” Fruitland Coal completion in
the area is estimated to have an ultimate recovery of 657 MMCF and 61.4 MBbls of water,
while an “average” PC completion is projected to have an ultimate recovery of 859 MMCF and
88.6 MBblis of water.

Because of the difficulty in obtaining accurate production tests during the dewatering period on
the coal, and because of the inaccuracy of using these tests for allocation over the life of a well,
it is recommended that production be split between the Fruitland Coal and the PC based on the
“average” ultimates from the type curves. On that basis, the following allocation is
recommended:

Formation Gas Allocation Water Allocation

Fruitland Coal 43.3% 40.1%

Pictured Cliffs 56.7% 59.9%
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Affidavit of Notification

Docket 3110 Case 14540

Exhibit 2
W/2 Section 9, 29N, 13W San
Juan County NM
Mineral Interests Address City State 2P Acres | % of Qtr
NW/4 -
Roberts Frank Brothers 717 W 31st Street Farmington NM 87401 17.5
Paul Abbott 706 W Boyd Dr Farmington NM 87401 0.1783
IRichard & Judith Yancey Trust -|701 W Boyd Dr . |Farmington NM .87401 0.154
Delores A. Wilson Trust 707 Ashurst Dr Farmington NM 87401 0.3656
Manuel Hastings Trustee (correct to 1.2181) PO BOX 50306 Midland TX 79710 1.2181
Janice C Beatty . 1306 Mossey Cup Dr Farmington NM 87401 0.2066
| Christopher Warren 702 Ashurst Dr Farmington NM 87401 0.1611
Paul & Sylvia Pacheco 1218 Mossey Cup Dr Farmington NM 87401 0.2149
Bobby Ray & Donna D James 621 Linden Dr Farmington NM 87401 0.4871
Sharon Kathleen Curtin 620 Ashurst Dr Farmington NM 87401 0.4389
John C & Sandra Gurule 621 Ashurst Dr Farmington NM 87401 1.274
Mega James 604 Linden Dr Farmington NM 87401 0.2009
Aaron James 608 Linden Dr Farmington NM 87401 0.2754
Gregory Mark James 608 Linden Dr Farmington NM 87401 0.1377
Kathalyn O. Merrion 616 Ashurst Dr Farmington NM 87401 0.2193
Michael & Karen Walker 619 Ashurst Dr Farmingion NM 87401 0.1627
Doanld & Jacqueline Soderberg 615 Ashurst Dr Farmington NM 87401 0.2207
Alan P Nelson 611 Ashurst Dr Farmington NM 87401 0.1804
Barbara N. Gille 607 Ashurst Dr. Farmington NM 87401 0.3856
Boyce & Cheryl Perry 605 Ashurst Dr Farmington NM 87401 0.2418
George Alton James 1324 St. James Place Farmington NM 87401 0.3275
Kenneth & Bobbi Newland 602 Ashurst Dr Farmington NM 87401 0.185
George & Myrtle James Trust 1324 St. James Place Farmington NM 87401 0.5543
Kent James 2158 Main St Ste. 109 Wailuku Maui [all 96793 1.1091
Timothy A. McThias 1318 St. James Place Farmington NM 87401 0.2109
Rodney & Sharon Zubrod 606 Glade Rd Farmington NM 87401 0.8006
Carl & Dorothy James 608 Linden Dr Farmington NM 87401 0.1621
City of Farmington 800 Municipal Farmington NM 87401 40
City of Farmington 800 Municipal Dr. Farmington NM 87401 17
City of Farmington 800 Municipal Dr. Farmington NM 87401 0.3194
City of Farmington 800 Municipal Dr. Farmington NM 87401 4.8251
Billy Lock 110E. La Plata Farmington NM 87401 0.3656
Merrion Oil & Gas Leased 74.7827| 46.74%
Nexstar l, LLC 4300 Main Farmington NM 87402 0.1686 0.11%
Participating Owners 0.1686 0.11%
Bonnie Frazer Trust 900 Schofeild Lane Farmington NM 87401 5 3.13%
@. & June Johnston 2303 N Tucker Ave Farmington NM 87401 20 12.50%
Neuman Petty 3609 N Melrose br Farmington NM 87401 20 12.50%
Darrell Ponthieux 710 W Boyd Dr Farmington NM 87401 0.1388 0.09%
Colter & Stacie Hamblin 708 W Boyd Dr Farmington NM 87401 0.1708 0.11%
Cameron & Candace Garrett 706 W Boyd Dr Farmington NM 87401 0.2605 0.16%
Cameron & Candace Garrett 707 W Boyd Dr Farmington NM 87401 0.1716 0.11%
|Rita Garrett i 821 Shady Lane Farmington NM 87402 0.126 0.08%
Carl E & Cora Hopkins 710 Ashurst Dr Farmington NM 87401 0.1636 0.10%
David & Sue Brackman 704 Ashurst Dr Farmington NM 87401 0.4484 0.28%
|Louis C & Jennie Haynie 709 Ashurst Dr Farmington NM 87401 0.6576 0.41%
INancy J Jenkins Trust 707 W Gladden Dr Farmington NM 87401 0.318 0.20%
Mitchell & Theresa Thomas 1402 1/2 Mossey Cup Dr Farmington NM 87401 0.278 0.17%
Kenneth King 4303 Queensway Drive Farmington NM 87402 0.15 0.09%
Alice B Nuno {move to unleased) PO BOX 676 Chama NM 87520 0.2038 0.13%
Dariny & Sherrie Carrell 600 Linden Dr Farmington NM 87401 0.4245 0.27%
Francis & Jeannette McGough 1401 St. James Place Farmington NM 87401 0.8046 0.50%
Roberta De Field 156 Road 3950 Farmington NM 87401 0.1627 0.10%
Lesa S. Christian 613 Ashurst Dr Farmington NM 87401 0.1708 0.11%
%cialty Lending Group LLC 2810E. 20th St Farmington NM 87401 0.1752 0.11%
Norman Waddoups 1316 St. James Place Farmington NM 87401 0.2005 0.13%
Waverley Lamb Trustee 2302 Camino Rio Farmington NM 87401 0.23 0.14%
W. Blain Crezee 601 Glade Rd Farmington NM 87401 1.55 0.97%




W/2 Section 9, 29N, 13W San

Juan County NM

Mineral Interests Address City State 2iP Acres % of Qtr
Barbara Tedrow 1117 AN. Auburn Farmington NM 87401 0.2 0.13%
Davy & Ragsdale Attn: Barbara Tedrow 1115 N. Auburn Ave Farmington NM 87401 0.36 0.23%
Barbara L Tedrow 3102 McColm Dr. Farmington NM 87402 0.1616 0.10%
Sabrina & Pete Matchulet 1402 1/2 Mossey Cup Dr Farmington NM 87401 0.2847 0.18%
US Ag Bank 245 N Waco St Wichita KS 67202 17.5 10.94%
Wellesly Hodgins Trustees PO BOX 1604 Farmington NM 87499 4.04 2.53%
H D Rosebrough et ux 1819 W Cheyenne Rd Colorado Springs Cco 80906 3.567 2.23%
Waldemere Bejnar 736 Hope Farm Rd Socorro NM 87801 7.13 4.46%
Total Uncommitted Mineral Owners 85.0487| 53.16%
Grand Total NW/4 160.0000| 100.00%




W/2 Section 9, 29N, 13W San

Juan County NM

Mineral Interests Address City State 2Ip Acres % of Qtr
Sw/4 -

NM State Police ATTN: Property Control 1100 St. Francis Dr Montoya BLDG Santa Fe NM 87506 211 1.32%
John & Joan Ashback PO Box 2315 Farmington NM 87499 0.6155 0.38%
Ricky Imel 628 E Mesquite St. Gilbert AZ 85296 1 0.63%
San Juan County 100 S. Oliver Dr Aztec NM 87410 2.8 1.75%
Sri Cram 512 West Navajo Farmington NM 87401 0.98 0.61%
Carol L. Walsh 416 Bremond Nacogdoches TX 75964| 0.998471 0.62%
Charles W. Eccles 1632 S. 114th Street Tacoma WA 98444| 1.675413 1.05%
Jerry Sue Dyess 518 N. Travis Deer Park TX 77536| 0.558471 0.35%
Joan Eaton PO Box 839 Farmington NM 87499| 1.675413 1.05%
Paul & Jay Eaton 707 Howard Street Inverness FL 34453| 1.972232 1.23%
Carl Eaton 447 Fuqua Houston TX 77048 1.88 1.18%
Presbyterian Medical Services PO Box 2267 Santa Fe NM 87504 1.4118 0.88%
Merrion Qil & Gas 610 Reilly Ave Farmington NM 87401 1.52 0.95%
Herman Walters 665 W. Main Farmington NM 87401 1.05 0.66%
Farmington Real Estate Holding PO Box 1236 Cortez co 81321 0.64 0.40%
Konaquest 4109 Skyline Dr Farmington NM 87401 0.8219 0.51%
Aref Kabbara 810 W. Apache Farmington NM 87401 0.4718 0.29%
Easley Trust 708 Douglas Street Farmington NM 87401 1.3219 0.83%
John Easley 706 Douglas Street Farmington NM 87401 0.58 0.36%
James Valdez 200 W. 20th Farmington NM 87401 0.36 0.23%
Westeman/Monette Trust PO Box 1175 Aztec NM 87410 0.1601 0.10%
Jun Tsukii PO Box 476 Kirtland NM 87417 0.1601 0.10%
Anita Johnson 509 Glade Place Farmington NM 87401 0.1601 0.10%
Ruby H Brown Trust 1805 Laguna Farmington NM 87499 0.3259 0.20%
George Christopoulos 1048 Crestview Circle Farmington NM 87401 0.1997 0.12%
Thomas Dinning 301 W. Apache Farmington NM 87401 0.1419 0.09%
Arlington Kennedy 3087 W. Calle Levante Farmington NM 85746 0.1419 0.09%
Deanna Schulte 507 San Juan PL Farmington NM 87401 0.1655 0.10%
Board of Education Farmington School Distrcit S PO Box 5850 Farmington NM 87499 9.74 6.09%
Jlames Michael & Frances Waite 721 W. Douglas Farmington NM 87401 2.99 1.87%
Alice Torres 710 Paralee Dr Farmington NM 87401 0.4018 0.25%
Gary Lee Torres 5101 Cordoba Way Farmington NM 87402 0.1655 0.10%.
Ira Eugene Snow 601 Paralee Dr Farmington NM 87401 0.21 0.13%
Ricky Imel C/O Frank & Delores Theodosia 603 Circle Dr. Farmington NM 87401 0.6575 0.41%
Derick McGaha 605 N Auburn Farmington NM 87401 0.9321 0.58%
City of Farmington 800 Municipal Dr. Farmington NM 87401 35.84| 22.40%
City of Farmington 800 Municipal Dr. Farmington NM 87401 4.1 2.56%
City of Farmington 800 Municipal Dr. Farmington NM 87401 12.229 7.64%
City of Farmington 800 Municipal Dr. Farmington NM 87401 2.844 1.78%
City of Farmington 800 Municipal Dr. Farmington NM 87401 1.24 0.78%
Robert Taylor 3302 Knudsen Farmington NM 87401 0.2926 0.18%
Robert Taylor 3302 Knudsen Farmington NM 87401 0.3931 0.25%
Freddie Hudgins #2 Road 2853 Aztec NM 87410 0.2262 0.14%
Ruby James 511 Glade Place Farmington NM 87401 0.1601 0.10%
Kaime Revocable Trust 5007 Mead Lane Farmington NM 87401 0.3201 0.20%
Martin Thorpe 320 Destin Dr Clarksville TN 37040 0.39 0.24%
Merrion Qil & Gas Leased 99.0301] 61.89%
Keith Barbeau 6020 San Marcos Farmington NM 87402 1.39 0.87%
Nelson Minerals, LLC 4901 Crestwood Dr. Farmington NM 87401 0.693 0.43%
Participating 2.083 1.30%
NM State of Adjutant General 1100 St. Francis Dr Montoya BLDG Santa Fe NM 87503 2.04 1.28%
A.S. Brack 1600 Cliffside Dr Farmington NM 87401 2.481 1.55%
Iris Ray 11 Road 6332 Kirtland NM 87417 2.481 1.55%
El Paso Natural Gas Co PO Box 1087 Colorado Springs Cco 80944 1.949 1.22%
Sibquad 302 E. Main Farmington NM 87401 5.85 3.66%
Myrom Taylor 302 E Main St Farmington NM 87401 6.88 4.30%
HD Rosebrough 0.6 0.38%
Hadden S. Wilson PO Box 6793 Farmington NM 87499 2.94 1.84%




W/2 Section 9, 29N, 13W San

Juan County NM

Mineral Interests Address City State Z2IP Acres % of Qtr
James Phillip Collard 901 N Auburn Farmington NM 87401 1.3095 0.82%
LCS LLC 1500 W. Barrett Meridian 1D 83642 0.97 0.61%
Sarah Faye Roberts 9704 Wayne Ave Lubbock TX 79424 0.92 0.58%
Michael Gosnell 649 W Douglas Farmington NM 87401 0.1601 0.10%
Sharon Simons 210 W 38th Street Farmington NM 87401 0.1601 0.10%
T & B Holdings 5802 Chaparral Circle Farmington NM 87402|" 0.1601 0.10%
Tammy Garlington PO Box 5525 Farmington NM 87499 0.1601 0.10%
Jesus Mendoza 500 Glade Place Farmington NM 87401 0.2744 0.17%
Rowena Anderson C/O Frank Hoover PO Box 935 Limon CO 80828 0.1601 0.10%
Jeri Herrera 505 Glade Place Farmington NM 87401 0.1601 0.10%
Monica Nagahiro 514 San Juan Place Farmington NM 87401 0.2262 0.14%
Child Haven Inc 807 West Apache Farmington NM 87401 0.2262 0.14%
Wayne Dale 1054 Road 215 Durango Cco 81301 0.3802 0.24%
Michael Rose 509 E. 16th Farmington NM 87401 0.1419 0.09%
BBRLLC PO Box 2019 Farmington NM 87499 0.2601 0.16%
El Paso Natural Gas PO Box 1087 Farmington NM 80944 8.627 5.39%
Jay Steigelman 1700 San Juan BLVD Farmington NM 87401 6.06 3.79%
McGee Royalty Holdings LLC P O Box 244 Farmington NM 87499 3.57 2.23%
Wade Duncan 600 Circle Dr Farmington NM 87401 0.1932 0.12%
Roger Allen 602 Circle Dr. Farmington NM 87401 0.2301 0.14%
Rosemary Trujillo 1607 N. Mesa Verde Farmington NM 87401 0.85 0.53%
Juraj Lucas-Klepac PO Box 1289 Flora Vista NM 87415 1.08 0.68%
Harold McFarling 6410 Putter Place Farmington NM 87402 0.49 0.31%
BPQE (Elks) 801 Municipal Farmington NM 87401 3.356 2.10%
B & C Development PO Box 1175 Aztec NM 87410|  3.5405 2.21%
Total Uncommitted Mineral Owners 58.8869| 36.80%
Grand Total SW/4 160.0000| 100.00%
Total W/2 Summation
Merrion Oil & Gas Leased 173.8128 54.32%
Participating Interests - 2.2516 0.70%
Total Unleased 143.9356| 44.98%
320| 100.00%
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Docket 3110
Exhibit 4

Affidavit of Notification

Case 14540

Glade Park - W/2 Sec 9 Notification Tracking

Name

RR

not delivered

Sent to new address /
owner

A.S. Brack

X

unclaimed

Alice B Nuno (move to unleased)

B & M Investments C/O Ruby James

Barbara L Tedrow

unclaimed

Barbara Tedrow

BBRLLC

unclaimed

Billy Lock

Bonnie Frazer Trust

Cameron & Candace Garrett

Cameron & Candace Garrett

Carl E & Cora Hopkins

Child Haven Inc

Colter & Stacie Hamblin

x Ix =[x [x{x]x

Curtis & Karla McCurry (Sabrina & Pete Matchulet)

Danny & Sherrie Carrell

Darrell Ponthieux

unclaimed

David & Sue Brackman

Davy & Ragsdale Attn: Barbara Tedrow

x

E.O. & June Johnston

unclaimed

El Paso Natural Gas {enterprise)

X

El Paso Natural Gas Co

Francis & Jeannette McGough

Freddie Hudgins

Hadden S. Wilson

Harold McFarling

X [x x> [>[|x

HD Rosebrough

Iris Ray

James Phillip Collard

Jay Steigelman

Jeri Herrera

Jesus Mendoza

X X [x [x

Jewel S. & Leana McGee

unclaimed

Juraj Lucas-Klepac

x

Kaime Revocable Trust

Keith Barbeau

Kenneth King

Lauc

Lesa S. Christian

unclaimed

Louis C & Jennie Haynie

unclaimed

Michael Gosnell

Michael Rose

Mitchell & Theresa Thomas

Monica Nagahiro

unclaimed

Nancy J Jenkins Trust

Neuman Petty

unclaimed

Nexstar |, LLC

NM State of Adjutant General

Norman Waddoups

Rita Garrett

Roberta De Field

Roger Allen

X[ x > [ Tx X

Rosemary Truijillo -

unclaimed

Rowena Anderson C/O Frank Hoover

Sarah Faye Roberts

Sharon Simons

Sibquad

Specialty Lending Group LLC

Steve & Susan Nelson

T & B Holdings

Tammy Garlington

W. Blain Crezee

X[ X[ [x[x{x[x[x[x

Wade Duncan

unclaimed

Waverley Lamb Trustee

Wayne Dale

BPOE (Elks)

B & C Development

Martin Thorpe

Farm Credit Bank of Wichita

EIEIEIEIERES

Wellesly Hodgins Trustees

unclaimed

H D Rosebrough

Waldemere Bejnar

FAES

Returned 2nd time



AFFIDAVIT OF PUBLICATION

Ad No. 65089

STATE OF NEW MEXICO
County of San Juan:

CONNIE PRUITT, being duly sworn says:
That she is the ADVERTISING DIRECTOR of
THE DAILY TIMES, a daily newspaper of
general circulation published in English at
Farmington, said county and state, and that
the hereto attached Legal Notice was
published in a regular and entire issue of the
said DAILY TIMES, a daily newspaper duly
qualified for the purpose within the meaning of
Chapter 167 of the 1937 Session Laws of the
State of New Mexico for publication and
appeared in the Internet at The Daily Times
web site on the following day(s):

Thursday, September 2, 2010

And the cost of the publication is $78.20

ON %/QZZQ’ CONNIE PRUITT

appeared before -me, whom | know personally
to be the person who sighed the above
document.

' L
My Commission Expires_ s/ /p< /4 e

Affidavit of Notification
Docket 3110 Case 14540
Exhibit 5

COPY OF PUBLICATION

NOTIFICATION OF CASE #14540

APPLICATION OF MERRION OiL

D GAS CORP. =
OR COMPULSORY POOLING- -
GLADE PARK #1 ASID #2 WELLS
BASIN FRUITLAND COAL AND GAS

POOL
WA SECTION 9, TN, R13W
WY KUTZ PICTURED CLIFFS

POOL
NW/A AND SW/4 OF SECTION:S, .
T29N, R1IW o .
. SAN JUAN COUNTY, NEW-MEXICO
To; AUt Uncommitted inforest owners; .-

" Merrion Oil G CosLl

to present tl\e sublect
Mexico  Otl Congerval
(NMCOD) Examiner H

220 S. St. Francis |
Santa Fe, NM. 87505 The rules of the
NMCQP require hat any rﬂﬂz dasiring
fo particiegie In the h?lur. ng. file a ore-

- hearing stotement at the sem2 address
not later than 5:00 g.m. O

September 9, 2010.

compuisory pnolingh

the application 'n 1his cose may be di-

ge. Sharpe at Merrion at
505-475-

rected 10 George Sh
324-5314, or tfo the NmocD at

3438.

Legal No. 85089 [
Times on September’

m. on Thursday,
uestions abouv)- the’
process or abou

ublished_in The: Dally
2, 2010.




