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STATE OF NEW MEXICO
DEPARTMENT OF ENERGY, MINERALS AND NATURAL RESOURCES
OIL CONSERVATION DIVISION

APPLICATION OF MARATHON

OIL PERMIAN LLC FOR A NON-STANDARD
OIL SPACING AND PRORATION UNIT,
NON-STANDARD LOCATIONS,

AND COMPULSORY POOLING,

LEA COUNTY, NEW MEXICO

CASE NO.

APPLICATION

Marathon Oil Permian LLC (*Marathon”), OGRID Number 372098, through its
undersigned attorneys, hereby files this application with the Oil Conservation Division pursuant
to the provisions of N.M. Stat. Ann, § 70-2-17, for an order: (1) creating a non-standard 160-acre
spacing a proration unit in the Bone Spring formation, comprised of the E/2 E/2 of Section 26,
Township 24 South, Range 34 East, NMPM, Lea County, New Mexico; (2) approving non-
standard locations, and (3) pooling all mineral interests in the Bone Spring formation underlying
this proposed non-standard spacing and proration unit. In support of this application, Marathon

states:

1. Marathon is an interest owner in the subject lands and has a right to drill a well

thereon.

2. Marathon plans to drill and complete the Knife Fight Fee 24 34 26 TB 7H, which
is a horizontal well that will develop the Red Hills Bone Spring, North Pool (Pool Code 96434)
underlying the E/2 E/2 of Section 26 to form a non-standard 160-acre oil spacing and proration

unit (the “project area”),
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3. The Knife Fight Fee 24 34 26 WXY 7H well will be drilled from NE/4 NE/4
(Unit A) of Section 26 to a bottom hole location in the SE/4 SE/4 (Unit P) of Section 26. The
first and last perforations for the well will be non-standard. The first perforation for this well
will be located 150° from the North line and 994’ from the East line, and the last perforation for
this well will be located 150’ from the South line and 988’ from the East line. Other than the
locations for the first and last perforations for the well, the completed interval for this well will
comply with the 330" setbacks required by the Division’s rules.

4, The Red Hills Bone Spring, North Pool (Pool Code 96434) is subject to the
Division’s statewide rule providing for 40 acre spacing units.

5. Marathon plans to develop each 40 acre spacing unit within the project area.

6. Marathon sought, but has been unable to obtain a voluntary agreement from all
interest owners in the Red Hills Bone Spring, North formation underlying the proposed project
area to participate in the drilling of the wells or to otherwise commit their interests to the wells.

7. The pooling of interests will avoid the drilling of unnecessary wells, will prevent
waste, and will protect correlative rights.

8. In order to permit Marathon to obtain it’s just and fair share of the oil and gas
underlying the subject lands, all interests in this non-standard spacing unit should be pooled and
Marathon should be designated operator of the proposed horizontal wells and spacing unit.

9. Notice of this application is being given in accordance with Division rules.

WHEREFORE, Marathon requests that this application be set for hearing before an

Examiner of the Oil Conservation Division on December 21, 2017, and, after notice and hearing

as required by law, the Division enter an order:



A. Creating a 160-acre non-standard spacing and proration unit in the Bone Spring
formation, comprised of the E/2 E/2 of Section 26, Township 24 South, Range 34 East, NMPM,
Lea County, New Mexico;

B. Approving non-standard locations;

C. Pooling all mineral interests in the non-standard spacing and proration unit;

D. Designating Marathon Oil Permian LLC operator of this non-standard spacing

unit and the horizontal wells to be drilled thereon;

E. Authorizing Marathon to recover its costs of drilling, equipping and completing
the wells;
F. Approving the actual operating charges and costs of supervision while drilling

and after completion, together with a provision adjusting the rates pursuant to the COPAS

accounting procedures; and

G. Imposing a 200% penalty for the risk assumed by Marathon in drilling,
completing and equipping the wells against any working interest owner who does not voluntarily

participate in the drilling of the well.
Respectfully submitted,

MODRALL, SPERLING, ROEHL, HARRIS
& SISK, P.A.

>

By, =S S
Earl €. DeBrine\ ) = \ i
Jennifer Bradfute
ZoE E. Lees
P.O. Box 2168
500 Fourth Street NW, Suite 1000
Albuquerque, New Mexico 87103-2168
Telephone: 505.848.1800
Attorneys for Applicant




STATE OF NEW MEXICO
DEPARTMENT OF ENERGY, MINERALS AND NATURAL RESOURCES
OIL CONSERVATION DIVISION

APPLICATION OF MARATHON

OIL PERMIAN LLC FOR A NON-STANDARD
OIL SPACING AND PRORATION UNIT,
NON-STANDARD LOCATION

AND COMPULSORY POOLING,

LEA COUNTY, NEW MEXICO

CASE NO.

APPLICATION

Marathon Qil Permian LLC (“Marathon™), OGRID Number 372098, through its
undersigned attorneys, hereby files this application with the Oil Conservation Division pursuant
to the provisions of N.M. Stat. Ann. § 70-2-17, for an order: (1) creating a non-standard 320-acre
spacing and proration unit in the Wolfcamp formation, comprised of the E/2 of Section 26,
Township 24 South, Range 34 East, NMPM, Lea County, New Mexico; (2) approving non-
standard locations; and (3) pooling all mineral interests in the Wolfcamp formation underlying

this proposed non-standard spacing and proration unit. In support of this application, Marathon

states:

1. Marathon is an interest owner in the subject lands and has a right to drill a well
thereon.

2. Marathon proposes to dedicate the above-referenced spacing and proration unit as
the project area for three proposed wells: the proposed Knife Fight Fee 24 34 26 WXY 3H,
Knife Fight Fee 24 34 26 WA 6H, and Knife Fight Fee 24 34 26 WXY 19H wells, which are

horizontal wells that will develop the Antelope Ridge Wolfcamp Pool (Pool Code 2220)
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underlying the E/2 of Section 26, Township 24 South, Range 34 East, NMPM, Lea County, New
Mexico (the “project area™). The three proposed horizontal wells will be pad drilled.

3. The Knife Fight Fee 24 34 26 WXY 3H well will be drilled from a surface
location in the NW/4 NE/4 (Unit B) of Section 26 to a bottom hole location in the SW/4 SE/4
(Unit O) of Section 26. The first perforation for this well will be located 150° from the North
Line and 2,317’ from the East line of Section 26. The last perforation for this well will be
located 150’ from the South line and 2,302’ from the East line.

4. The Knife Fight Fee 24 34 26 WA 6H well will be drilled from a surface
location in the NE/4 NE/ of Section 26 to a bottom hole location in SW/4 SE/4 of Section 26.
The first perforation for this well will be located 150’ from the North Line and 1,324’ from the
East line of Section 26. The last perforation for this well will be located 150” from the South line
and 1,318’ from the East line.

5. The Knife Fight Fee 24 34 26 WXY 19H well will be drilled from NE/4 NE/4
(Unit A) of Section 26 to a bottom hole location in the SE/4 SE/4 (Unit P) of Section 26. The
first perforation for this well will be located 150’ from the North Line and 330’ from the East

line of Section 26. The last perforation for this well will be located 150’ from the South line and

330’ from the East line.
6. Other than the locations for the first and last perforations for each well, the
completed interval for the wells will comply with the 330 foot setback requirements established

under the statewide rules.

7. The Antelope Ridge Wolfcamp Pool (Pool Code 2220) is subject to the Division’s

statewide rule providing for 40 acre spacing units.

8. Marathon plans to develop each 40 acre spacing unit within the project area.



0. Marathon sought, but has been unable to obtain a voluntary agreement from all
interest owners in the Antelope Ridge Wolfcamp formation underlying the proposed project area
to participate in the drilling of the wells or to otherwise commit their interests to the wells.

10. The pooling of interests will avoid the drilling of unnecessary wells, will prevent
waste, and will protect correlative rights.

11. In order to permit Marathon to obtain it’s just and fair share of the oil and gas
underlying the subject lands, all interests in this non-standard spacing unit should be pooled and
Marathon should be designated operator of the proposed horizontal wells and spacing unit.

12. Notice of this application is being given in accordance with Division rules,

WHEREFORE, Marathon requests that this application be set for hearing before an
Examiner of the Oil Conservation Division on December 21, 2017, and, after notice and hearing
as required by law, the Division enter an order:

A. Creating a 320-acre non-standard spacing and proration unit in the Wolfcamp

formation, comprised of the E/2 of Section 26, Township 24 South, Range 34 East, NMPM, Lea

County, New Mexico;

B. Approving non-standard locations for each well;
C. Pooling all mineral interests in the non-standard spacing and proration unit;
D. Designating Marathon Oil Permian LLC operator of this non-standard spacing

unit and the horizontal wells to be drilled thereon;

E. Authorizing Marathon to recover its costs of drilling, equipping and completing

the wells;



F. Approving the actual operating charges and costs of supervision while drilling

and after completion, together with a provision adjusting the rates pursuant to the COPAS

accounting procedures; and

G. Imposing a 200% penalty for the risk assumed by Marathon in drilling,
completing and equipping the wells against any working interest owner who does not voluntarily

participate in the drilling of the well.

Respectfully submitted,

MODRALL, SPERLING, ROEHL, HARRIS
& SISK, P.A.

By, 0 e ST
Earl(E/ DeBri \S» \—
Jennifer Bradfute
Zo¢ E. Lees
P.O. Box 2168
500 Fourth Street NW, Suite 1000
Albuquerque, New Mexico 87103-2168
Telephone: 505.848.1800
Attorneys for Applicant
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State of New Mexico

Energy, Minerals & Natural Resources Department

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

Form C-102

Revised August [, 2011
Submit one copy to appropriate
District Office

[J AMENDED REPORT

WELL LOCATION AND ACREAGE DEDICATION PLAT

' APE Number ? Poot Code 4 pool Name
96434 RED HILLS: BONE SPRING, NORTH
* Praperty Code * Property Name © Well Number
KNIFE FIGHT FEE 24 34 26 TB 7H
TOGRID No. ? Operator Name * Efcvation
372098 MARATHON OIL PERMIAN, LLC 3447
v Surface Location

UL or lot no, Section| Towaship Range Lot ldn Feet from the NortlvSouth fine Feet from the Fast/West line County

A 26 | T24S |R34E 271 NORTH 1145 EAST LEA

» Bottom Hole Location If Different From Surface

UL ortot no. Section] Township Runge Lot 1dn Feet from the North/South fine Feet from the East/\Vest line County

P 26 1T724S | R34E 150 SOUTH 986 EAST LEA
¥ Dedicated Acres |2 Jointor Infilt | Consolidation Code  |" Order No.

160.00

No aliowable will be assigned to this completion until all interests huve been consolidated or a non-standard unit hus been approved by the
division.
I
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SECTION 27 SECTION 26
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"OPERATOR CERTIFICATION
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»SURVEYOR CERTIFICATION

Theveby certify that the well location shoven o this plat
way plotted from fleld notes of actued staveys made by
e or wnder my supervision, and that the same is true
and correct to the best of my belicf

JANUARY 19, 2018
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State of New Mexico

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

Form C-102

Revised August 1, 2011
Submit one copy to appropriate
District Office

[ ] AMENDED REPORT

WELL LOCATION AND ACREAGE DEDICATION PLAT

I'OR

[ 3 0171972018 CAP

IREV. DATE BY

A-©

Y AP1 Number * Pool Cudi ? Pool Name
2220 ANTELOPE RIDGE: WILFCAMP
¢ Property Code * Property Name * Well Number
KNIFE FIGHT FEE 24 34 26 WXY 3H
TOGRID No. * Operator Name ? Elevation
?
372098 MARATHON OIL PERMIAN, LLC 3447
= Surface Location
UL or lof no. Section | Township Range Lot Ida Feet from the North/Seuth tine Feet from the East/West line County
A 26 | T24S |R34E 271 NORTH 1205 EAST LEA
" Bottom Hole Location If Different From Surface
UL, ar lot no. Section | Township Range Lot ldn Fect from the North/South line Fect from the East/West line County
0 26 [ T724S | R34E 150 SOUTH 2301 EAST LEA
" Dedicated Acres [ Jointor Infill " Consolidation Code | Order No.
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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.
M ;‘ " OPERATOR CERTIFICATION
; i Lhereby certify that the information contained herein is true ond complete i
{
: & . :': ;9,’ I the best af my ks feslpe und betil and shat this arganization either onns a
FIRST — n Y ™ ] L Lo o
SECTION 22 SECTION 23 TAKE o i | SECTION 24 warkieg interest or endeased mincral ingerest o the lond inchuding the
[P vt e T ! SECTION 29 1| moposedbottom hafe location ar Fas a right to deift this well ot this location
SECTION 27| SECTION 26 230 N =Ty e ‘ rloainer o
SURFACE HOLE LOCATION 1205* prarsuant b a comract widh an owner of such a ntineral or ywarking Imerest.
B P:ANE éSOS;PFcESL 'N:EEEE$N 26 ! ot @ vlumtary poaling agrecment e g compulsory poolugs onkr
XBIBB6335 / V142584145 ; rtofine entered by the dhiisio
LATA219502156N / LON0343610129W | feetofive entere by the cvvion
NAD 27, SPCS NM EAST !
| X77769807" / 435782.47°
¥ LAT32.194B965EN / LON103,43562965v -
e : f.v Siprwature Date
‘ %
FIRST TAKE POINT
150 FHL 2318° FEL, SECTION 26 ‘ 2 -
NAD B3, SPCS MM EAST i = Printed Nzme
! X8177269.50° / Y435957.01° i g
© LATA219536577N / LONI03.43969859%
i % '!/'AD 27553FCSY N”SEAST g
; 1776586.25 / Y:433898.44° : S
| LATO21932407€N / LON103.43922677V l " Lomail Address
. | ! oL & .
! (%)
| . , < S
| % I *SURVEYOR CERTIFICATION
| 330 i 8 330 1 hereby vertify that the well location shovn on this plar
™
| I g was plaited from field notes of actual swveys made by
: - } tue or wider my supervision, and that the same is true
I
e | . ; © and corvect to the best of ny bolief.
ST o Tt Eacr eL SECTDN B8 | JANUAR
! 150 FSL 2301 FEL, 1O
NAD B3, SPCS KM EASY .Au UARY 19' 2018
! X81762L15 / Y43097382" LAST | b Date of Suney
| AISRIBIGGTSEN / LDU3a366547V TAKE/BHL | 3 @\(D 4 SHO
b Sigratuig and Seal of Piotessiona! Sudg
| PTGk b o Y a051 pE gratuie and Seal of Piofessional § g 4))\
1 1AT32.18154249N / LGN 103439194498V frrem e,
SECTION 27, SECTION 26 330° asaEDé:J'IUN 5
SECTION 34  SECTION 35 | D ‘ €] secTioN 36 R
! CORNER CRORDINATES a CORNER CODRDINATES O\
NAD B3, SPCS NM EAST - NAD 27, SPCS WM EAST -.p
A~ X B17427.94' / Yi 43610561 A - X TT6ES2T0 7 Y 43604654 QL
B~ X% 8200836._;5{' Iy 433&1373.58' B~ X 78902l /T 43;3%%%%%’ mfﬁ:m&? [ é\ \{
C - % 82012329 / v 4 3 ] o < g
B - X B17492.71 / v 4308 EXHIBIT 3076305 LLOYD \P\@é
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State of New Mexico

Energy, Minerals & Natural Resources Department

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

Form C-102

Revised August 1, 2011
Submit one copy to appropriate
District Office

{1 AMENDED REPORT

WELL LOCATION AND ACREAGE DEDICATION PLAT

3 D1/19/2018 CAP,

REV. DATE BY

VAPl Number ? Paat Code * Pool Name
2220 ANTELOPE RIDGE: wOLFCAMP
* Property Code * Property Name ¢ Well Nusmiber
KNIFE FIGHT FEE 24 34 26 WXY 19H
T OGRID No. 5 Operator Name * Elevation
372098 MARATHON OIL PERMIAN, LLC 3446’
» Surface Location
UL ar lot no. Section] Township Range Lot Idn Feet from thie Norit/South line Feet from the Fast/West line County
A 26 T24S |R34E 271 NORTH 1115 EAST LEA
» Bottom Hole Location If Different From Surface
UL, or lot no. Seetion | Township Range LotIdn Feet from the North/South line Feet from the East"\West line County
P 26 | T24S | R34E 150 SOUTH 330 EAST LEA
2 edicated Acres | P Jointor Infill | Consolidation Code | 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.
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B11 8. First S, Anesia, NM B8210
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State of New Mexico

Energy, Minerals & Natural Resources Department

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

Form C-102

Revised August |, 2011
Submit one copy o appropriate
District Office

[J AMENDED REPORT

WELL LOCATION AND ACREAGE DEDICATION PLAT

Y APl Number ? Pool Code * Pool Name
2220 ANTELOPE RIDGE: WOLFCAMP
* Property Code * Property Name ¢ Well Number
KNIFE FIGHT FEE 24 34 26 WA 6H
TOGRID No. # Operator Name ¥ Elevation
372088 MARATHON OIL PERMIAN, LLC 3447’
» Surface Location
UL or lot no. Scction | Township Range Lot Idn Feet from the North/South line Feet from the Enst/West line County
A 26 | T24S |R34Et 271 NORTH 1175 EAST LEA
« Bottom Hole Location If Different From Surface
Ul. gr ot no. Section| Towaship Range Lot Idn Fect from the North/South line Teet from the Last/West line County
P 26 | T24S | R34E 150 SOUTH 1316 EAST LEA
" pedicated Acres | P Jointor Infill | Consolidation Code | ' Order No.
320.00
No allowable will be assigned 1o this completion until all interests have been consolidated or a non-standard unit has been approved by the
division.
R ? | ; | YOPERATOR CERTIFICATION
: H H | Hhicrvby cvetify thet the information contained herein is trive and complets to
% :,;: : the best of my knowdeilge and blicf. and that this organization either owns o
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ANY
Ryan Cylenband Marathon Qil

Marathon Oil Permian LLC

5555 San Felipe Street

Houston, TX 77056

Telephone: 713.2962453 Mobile: 281.684.7389
Fax: 713.513.4006
mrgyllenband@marathonoil.com

October 17,2017
VIA CERTIFIED RETURN RECEIPT MAIL

MRC Permian Company
Attn: Nick Weeks

5400 Lyndon B. Johnson Fwy.
Dallas, TX 75240

Re: Knife Fight 3H, 6H, 7H and 19H Well Proposals
Section 26, T24S-R34E
Lea County, New Mexico

Dear MRC Permian Company:

Marathon Oil Permian LLC (“MRO”) proposes the drilling of the following wells located in the east half of Section 26,
24S-34E, Lea County, New Mexico all to be drilled from the same surface pad location.

«  Knife Fight Fee 24 34 26 WXY 3H with a proposed first take point located 2,310° FEL and 330’ FNL of
Section 26, 24S-34E, and a proposed last take point located 2,310’ FEL and 330’ FSL of Section 26, 24S-
34E. The well will have a targeted interval located in the Wolfcamp XY Formation (~12,433* TVD) with a
productive lateral length of approximately 4,614°. The total estimated drilling and completion cost is
$7,350,667 as shown in the attached AFE.

e  Knife Fight Fee 24 34 26 WA 6H with a proposed first take point located 1,320’ FEL and 330’ FNL of
Section 26, 24S-34E, and a proposed last take point located 1,320’ FEL and 330° FSL of Section 26, 24S-
34E. The well will have a targeted interval located in the Wolfcamp A Formation (~12,552° TVD) with a
productive lateral length of approximately 4,616°. The total estimated drilling and completion cost is
$9,441,096, including a pilot hole as shown in the attached AFE.

e  Knife Fight Fee 24 34 26 TB 7H with a proposed first take point located 990’ FEL and 330’ FNL of Section
26, 24S-34E, and a proposed last take point located 990’ FEL and 330° FSL of Section 26, 24S-34E. The
well will have a targeted interval located in the 3™ Bone Spring Formation (~12,301° TVD) with a productive
lateral length of approximately 4,617’. The total estimated drilling and completion cost is $7,397,073 as
shown in the attached AFE.

e  Knife Fight Fee 24 34 26 WXY 19H with a proposed first take point located 330" FEL and 330° FNL of
Section 26, 24S-34E, and a proposed last take point located 330’ FEL and 330’ FSL of Section 26, 24S-34E.
The well will have a targeted interval located in the Wolfcamp XY Formation (~12,473° TVD) with a
productive lateral length of approximately 4,618°. The total estimated drilling and completion cost is
$7.350,667 as shown in the attached AFE.

These proposed locations and target depths are subject to change depending on any surface or subsurface concerns
encountered. The AFEs represent an estimate of the costs that will be incurred to drill and complete the wells, but
those electing to participate in the wells are responsible for their proportionate share of the actual costs incurred.

MRO proposes drilling the well under the terms of the 1989 AAPL JOA and a form of this JOA will be sent to you
following this proposal. The JOA will have these general provisions:

o 100%/300%/300% non-consent penalty
e  $7,000/$700 drilling and producing rates
e  Contract area of E/2 Section 26, 24S-34E, covering all depths

Our title records show that you own 7.290625% W1 in the proposed unit.

EXHIBIT




If your election is to participate in the drilling and completion of the wells please sign and return a copy of this letter
along with the enclosed AFE within thirty (30) days of receipt of this proposal.

If you do not wish to participate, Marathon proposes to acquire your interest via term assignment at the following
terms:

e 3 year lease term
e  $2000 bonus consideration per net mineral acre
e  Delivering a 75% NRI, proportionately reduced

This term assignment offer terminates December 15, 2017 and is subject to due diligence and title verification
satisfactory to Marathon.

Should you have any questions regarding this or other matters, please don’t hesitate to contact me at the above listed
numbers.

Sincerely,

Ryan Gyllenband

MRC Permian Company elects to participate in the drilling, completing, and equipping of the
Knife Fight Fee 24 34 26 WXY 3H well.

MRC Permian Company elects NOT to participate in the drilling, completing, and equipping of
the Knife Fight Fee 24 34 26 WXY 3H well.

MRC Permian Company elects to participate in the drilling, completing, and equipping of the
Knife Fight Fee 24 34 26 WA 6H well.

MRC Permian Company elects NOT to participate in the drilling, completing, and equipping of
the Knife Fight Fee 24 34 26 WA 6H well.

MRC Permian Company elects to participate in the drilling, completing, and equipping of the
Knife Fight Fee 24 34 26 TB 7H well.

MRC Permian Company elects NOT to participate in the drilling, completing, and equipping of
the Knife Fight Fee 24 34 26 TB 7H well.

MRC Permian Company elects to participate in the drilling, completing, and equipping of the
Knife Fight Fee 24 34 26 WXY 19H well.

MRC Permian Company elects NOT to participate in the drilling, completing, and equipping of
the Knife Fight Fee 24 34 26 WXY 19H well.

MRC Permian LKE, Co.

By:

Print Name:

Title:

Date:




Ryan Gyllenvband # Ii"\\_‘:ll
e MarathonOil

Marathon Qil Permian LLC

5555 San Felipe Street

Houston, TX 77056

Telephone: 713.296.2453 Mobile: 281.684.7389
Fax: 713.513.4006
mrgyllenband@marathonoil.com

October 17,2017
VIA CERTIFIED RETURN RECEIPT MAIL

Curtis Robert Taylor
507 East Russell
Carlsbad, NM 88220

Re: Knife Fight 3H, 6H, 7H and 19H Well Proposals
Section 26, T24S-R34E
Lea County, New Mexico

Dear Mr. Taylor:

Marathon Oil Permian LLC (‘“Marathon”) shows you with 1.67 unleased net mineral acres in the east half of Section
26, 24S-34E. As an unleased mineral owner, Marathon would like to offer you the opportunity to lease your minerals
to Marathon at the below lease terms:

e 3 year lease term with a 2 year option to extend
e $2000 bonus consideration per net mineral acre
o 20% royalty rate

This offer to lease terminates December 15, 2017 and is subject to due diligence and title verification satisfactory to
Marathon. Should you be agreeable to this offer to lease, please sign the lease form included in this proposal in the
presence of a notary and return to my attention at the address listed above.

Marathon proposes the drilling of the following wells located in the east half of Section 26, 24S-34E, Lea County, New
Mexico all to be drilled from the same surface pad location and should you not elect to lease, Marathon would also like
to offer you the opportunity to participate in the drilling of the wells as a working interest owner.

¢  Knife Fight Fee 24 34 26 WXY 3H with a proposed first take point located 2,310° FEL and 330’ FNL of
Section 26, 24S-34E, and a proposed last take point located 2,310’ FEL and 330” FSL of Section 26, 24S-
34E. The well will have a targeted interval located in the Wolfcamp XY Formation (~12,433* TVD) with a
productive lateral length of approximately 4,614°. The total estimated drilling and completion cost is
$7,350,667 as shown in the attached AFE.

¢ Knife Fight Fee 24 34 26 WA 6H with a proposed first take point located 1,320’ FEL and 330’ FNL of
Section 26, 24S-34E, and a proposed last take point located 1,320° FEL and 330’ FSL of Section 26, 24S-
34E. The well will have a targeted interval located in the Wolfcamp A Formation (~12,552° TVD) with a
productive lateral length of approximately 4,616°. The total estimated drilling and completion cost is
$9,441,096, including a pilot hole as shown in the attached AFE.

e  Knife Fight Fee 24 34 26 TB 7H with a proposed first take point located 990° FEL and 330° FNL of Section
26, 24S-34E, and a proposed last take point located 990" FEL and 330’ FSL of Section 26, 24S-34E. The
well will have a targeted interval located in the 3 Bone Spring Formation (~12,301” TVD) with a productive
lateral length of approximately 4,617°. The total estimated drilling and completion cost is $7,397,073 as
shown in the attached AFE.

e  Knife Fight Fee 24 34 26 WXY 19H with a proposed first take point located 330’ FEL and 330’ FNL of
Section 26, 24S-34E, and a proposed last take point located 330’ FEL and 330’ FSL of Section 26, 24S-34E.
The well will have a targeted interval located in the Wolfcamp XY Formation (~12,473’ TVD) with a
productive lateral length of approximately 4,618”. The total estimated drilling and completion cost is
$7,350,667 as shown in the attached AFE.



These proposed locations and target depths are subject to change depending on any surface or subsurface concerns
encountered. The AFEs represent an estimate of the costs that will be incurred to drill and complete the wells, but
those electing to participate in the wells are responsible for their proportionate share of the actual costs incurred.

MRO proposes drilling the well under the terms of the 1989 AAPL JOA and a form of this JOA will be sent to you
following this proposal. The JOA will have these general provisions:

¢ 100%/300%/300% non-consent penalty
e $7,000/$700 drilling and producing rates
e  Contract area of E/2 Section 26, 24S-34E, covering all depths

Your estimated WI would be 0.52%.

If your election is to participate in the drilling and completion of the wells please sign and return a copy of this letter
along with the enclosed AFE within thirty (30) days of receipt of this proposal.

Should you have any questions regarding this or other matters, please don’t hesitate to contact me at the above listed
numbers.

Sincerely,

Ryan Gyllenband

I elect to participate in the drilling, completing, and equipping of the Knife Fight Fee 24 34 26
WXY 3H well.

I elect NOT to participate in the drilling, completing, and equipping of the Knife Fight Fee 24 34
26 WXY 3H well.

I elect to participate in the drilling, completing, and equipping of the Knife Fight Fee 24 34 26
WA 6H well.

I elect NOT to participate in the drilling, completing, and equipping of the Knife Fight Fee 24 34
26 WA 6H well.

I elect to participate in the drilling, completing, and equipping of the Knife Fight Fee 24 34 26 TB
7H well.

I elect NOT to participate in the drilling, completing, and equipping of the Knife Fight Fee 24 34
26 TB 7H well.

I elect to participate in the drilling, completing, and equipping of the Knife Fight Fee 24 34 26
WXY 19H well.

I elect NOT to participate in the drilling, completing, and equipping of the Knife Fight Fee 24 34
26 WXY 19H well.

Curtis Robert Taylor

Print Name:

Date:




AN

MarathonQil P et

DATE: 911272017

AUTHORITY FOR EXPENDITURE
EXPLORATION & PRODUCTION

Permian Asset Team

Field 0 Location 24, 34, 26 Rig 498
Lease / Facility KNIFE FIGHT FEE 24 34 26 TB 7H State NEW MEXICO
Operator MARATHON OIL PERMIAN LLC County/Parish LEA

Estimated Start Date 20-Feb-2018
Estimated Completion Date 22-Mar-2018

Estimated Gross Cost This AFE: _ $7,397,073

Project Description & Reason for Expenditure: Drill, Complete, & Equip a Horizontal Well

This well is planned to be drilied and completed with multistage fracturing using plug and perf. The estimated cost of drilfing, testing, completing,
and equipping the well is $7,397,073 as detailed in the provided authority for expenditure document. This will include instailation of transitional
and long term artificial lift systems.

The well will be drilied to a total vertical depth of 12,301 and a total measured depth of 17,300, with an estimated treatable lateral length of 4,617’
and will be completed with an estimated 30 stages and approximately 2,500 Ibs/ft of proppant.

~

Prapareq By: AG PRADEEP , CAMILO ARIAS, JOSH SHANNON, MATT HENSCHEN, BILLY MOORE, , LANE NEAL

Final Approval
Date: /O/II/W f7

M
Tit!e@n{gional Vic¥ President Pérmian Asset Team

Participant’s Approval

Name of
Company:

Signature:

Title: Date:

EXHIBIT

tabbles®



MARATHON OIL PERMIAN LLC DATE 9/13/2017

AUTHORITY FOR EXPENDITURE DRILLING & LOCATION PREPARED BY CAMILO ARIAS
OETAIL OF ESTIMATED WELL COSTS COMPLETION PREPARED BY JOSH SHANNON

FACILITIES & ARTIFICIAL LIFT PREPARED BY JAATT AENSCREN

Asset Team PERMIAN

Field RED HILLS FORMATION: 3RD BONE SPRINGS ___ WILDCAT EXPLORATION
Lease/Faclilty KNIFE FIGHT FEE T8 7H T OEVELOPMENT T Recompienon
Location LEA COUNTY "X_EXPLOTATION T WORKOVER
Prospect RED HILLS

Est Total Depth 17,300 Est Orilling Days 233 £st Co Oays 5.5

LOCATION COST - INTANGIBLE

GL CODE DESCRIPTION ESTIMATED COST
7001270 Location and Access 50,000
7001250 Land Broker Fees and Servites 37,500

TOTAL LOCATION COST - INTANGIBLE 87,500

DRILLING COST - TANGIBLE

7012050 Conductor Pipe 30,000
7012050 Surtace Casing 36,000
7012050 Intermediate Casing 1 149,000
7012050 Intermediate Casing 2 275,000
7012050 Production Casing 60,000
7012050 Drig Liner Hanger, Tieback Eq & Csg Accessories 65,000
7012550 Driiiing Welthead Equipment 65,000
7012040 Casing & Tubing Access 24,000
1012270 i MRO Materials -

TOTAL DRILLING - TANGIBLE 704,000

DRILLING COST - INTANGIBLE

7019200 Orilling Rig Mob/Demob 37,500
7015220 Drilling Rig - day work/footage 265,000
7019040 Directiona| Oriting Services 195,500
7019020 Cement and Cementing Service Surface 30,000
7019020 Cement and Cementing Service intermediate 1 40,000
7019020 Cement and Cementing Service Intermediate 2 50,000
7019020 Cement and Cementing Servica Produttion $0,000
7913140 Mud Fluids & Services 75,000
7032310 Solids Contro! equipment 37,200
______ 7012020 Bits 80,000
7013010 Casing Crew and Services 35,000
7015350 Fuel (Rig) 71610
7019140 Fuef (Mud) 11,000
7001460 Water (non potable) 25,000
7019000 Weli Logging Services -
7019150 Mud Logging+geosteering 18,050
7019250 Stabilizers, Hole Openers, L (OH rentals) 15,000
7019110 Casing inspection/cleaning 8,000
7019110 Drifl pipe/collar inspection services 18,000
7016180 Freight - truck 40,000
7001460 Water hauling and disposal {includes soil farming} 120,000
7001440 Vacuum Trucks 20,000
7000030 Lontract Labor - general 35,000
7018150 Rental Tools and Equipment (surface rentals) 116,250
7018350 Rig Eguipment and Misc. 6,975
7001110 Telecommunications Services 10.000
7001120 Consuiting Services 90,675
7001400 Safety and Environmentat 25,575
7018120 Rentai Buildings {trailers) -
7019310 Coring {sidewslis & analysis; -
7011010 8% Contingency & Taxes 145,820
TOTAL DRILLING - INTANGIBLE $1,872,15%
TOTAL DRILLING COST _______SZ_,S_ZEES_

COMPLETION - TANGIBLE

7012580 Tubing 87,500

7012040 Tubing Accessories {nipple, wirefine enyy) 15,000
Tromso | WelheadEquip 20000

70312560 Packers - Comptetion Equipment 38,850

TOTAL COMPLETION - TANGIBLE $161,350




MARATHON OIL PERMIAN LLC

AUTHORITY FOR EXPEN!

IDITURE

DETAIL OF ESTIMATED WELL COSTS

Asset Team

PERMIAN

Field

RED HILLS FORMATION: 3RO BONE SPRINGS

Lease/Facitity

KNIFE FIGTH FEE TR 7H

DATE 9/13/2017

COMPLETION - INTA:

NGIBLE

GL CODE DESCRIPTION ESTIMATED COST
7001270 Location and Access {dress focation after rig move, set anchors} 20,000
7019220 Drilting Rig During Compl 21,600
7019140 Mud Fluids & Services -
7019030 Coiled Tubing Services {3 tuns] 90,000
7019240 Snubbing Services 30,000
7019270 Puliing/Swab Units 11,520
7016350 Fuel {from drlg) .
7013010 Casing Crew and Services .
7019020 ement and Cementing Services -
7019080 Well Testing Services (ﬂnw hand & equip) 66,500
7019320 — Fracturing Services 2,000,000
70139330 Perforating 132,000
7019360 Wireline Services -
7001460 Water Hauling & Disposal {frac fiuids) 600,000
7016180 Freight - Truck (haul pipe; drig & compl) 30,000
7018150 BOP Rental & Testing -
7018150 Rental Tools and Equipment { incl drig; lightplant,hydra-walk} .
7018150 CT Downhole Rental Equipment fie. Bit, BHA} 45,000
7000030 Contract Labor - general 20,000

___..7oo01110 Telecommunications Services 15,000
7001400 Safety and Environmental -
7001120 Consulting Services 24,000
7018150 Zipper Manifold 57,600
7019300 Frack Stack Rentals 30,000
7016130 Freight (Transportation Services) -
7016150 Equlpment Rental { w/o operator, frac tanks, lightplants; 80,000
7018120 Renta! Bulldings {izallers) 40,000
7000030 Contract Labor - Pumping {pump-down pumps} 42,000
7011010 8% Contingency & Taxes 281,326

TOTAL COMPLETION - INTANGIBLE $3,636,546
TOTAL COMPLETION COST $3,797,896

SURFACE EQUIPMENT - TANGIBLE
7012350 Misc. Piping, Fittings & Vaives 82,821

... 7006640 Company Labor & Burden -
7000030 Contract Labor - General 66,368
7001110 Telecommunication equip (Telemetry) N
7012410 Une Pipe & Accessories 25,347
7012270 Miscellaneous Materials {containment system) 41,091
7008060 SCADA B .
7016180 Freight - truck -
7001190 Contract Engineering 27,792
7012290 Metering and instrumentation 235,430
7012250 I&E Materfals -

o 1012200 Gas Treating -
7012200 Dehydration .
7012010 Compressor -
7012350 Power -
7012610 Vapor Recovery Unit -
7012440 Separator & other pressure vessels 101,137
7012500 Tanks 136,139
7012100 Heater Treater 12,405
7012640 Flare & Accessories 16,675
7000010 Electrical Labor 27,792
7000030 Mechenicai Labor -
7012480 _Rod Pumplng unit & Pad N
7012180 Pumging Unit Engine .
7012350 Electrical Power {electrical cogperative canstruction costs} 22,234

TOTAL SURFACE EQUIPMENT - TANGIBLE $799,782

TOTAL SURFACE EQUIPMENT COST S 799,782

ARTIFICIAL LIFT

7005640 Company Labor 7,500
7012180 Gas Uft Equipment -
7012480 Rod Pumping, Sucker Rods & Rod Pump -
7012140 Elect Sub Pumnps (ESP) 78,000
7019350 Weil Services-Well/Welthead Services 22,500

170 Materials & Supplies-Tangible 13,000
7012550 Surface Welthead Equipment 8,500
7012330 Pig Launchers/Recelvers & Rei Equip -
7011010 8% Cantingency & Taxes 6,240

TOTAL ARTIFICIAL UFT 135,740

TOTAL ARTIFICIAL LIFT COST $ 135,740
SUMMARY OF ESTIMATED DRILLING WELL COSTS TOTAL COST
TOTAL LOCATION COST $ 87,500
TOTAL DRILLING COST $ 2,576,155
TOTAL COMPLETIONS COST $ 3,797,896
TOTAL SURFACE EQUIPMENT COST __§__ 799,782
TOTAL ARTIFICIAL LIFT COST $ 135,740

GRAND TQTAL COST

$7,397,073



AN, N
Marathon Qil T T R—

DATE:{9/13/2017

AUTHORITY FOR EXPENDITURE
EXPLORATION & PRODUCTION

Permian Asset Team

Field 9 Location 243426 Rig 498
Lease / Facility KNIFE FIGHT FEE 24 34 26 WXY 3H State NEW MEXICO
Operator MARATHON OIL PERMIANLLC County/Parish LEA B

Estimated Start Date 14-May-2018
Estimated Completion Date 13-Jun-2018

Estimated Gross Cost This AFE: _ $7,350,667

Project Description & Reason for Expenditure: Drilt, Complete, & Equip a Horizontat Weil

This well is planned to be drilied and completed with multistage fracturing using plug and perf. The estimated cost of drilling, testing, completing.
and equipping the well is $7,350,667 as detailed in the provided authority for expenditure document. This will include installation of transitional

and long term artificial lift systems.
The well will be drilied to a total vertical depth of 12.433' and a total measured depth of 18,212", with an estimated treatable lateral length of 4,614'

and will be completed with an estimated 30 stages and approximately 2,500 lbs/ft of proppant.

Prepared By, AG PRADEEP. , CAMILO ARIAS, JOSH SHANNON, MATT HENSCHEN. BILLY MOORE . LANE NEAL

Final Approval

z{/@’l Date: /p l (20 {7
Title: Rey(a“/ice Prgsident Permian Asset Team

Participant’s Approval

Name of
Company:

Signature:

Title Date:

EXHIBIT

| (B




MARATHON OIL PERMIAN LLC
AUTHORITY FOR EXPENDITURE
DETAIL OF ESTIMATED WELL COSTS

DATE 9/13/2017

DRILLING & LOCATION PREPARED 8Y CAMILO ARIAS
COMPLETION PREPARED BY JOSH SHANNON
FACIUTIES & ARTIFICIAL UFT PREPARED BY MATT HENSCHEN

Asset Team PERMIAN
Fietd RED RILLS FORMATION: WOLFCAMP Y _— . EXPLORATION
Lease/Facility KNIFE FIGHT FEE 24 3426 WXY 3H —— . RECOMPLETION
Location LEA COUNTY X WORKOVER
Prospect RED HILLS - -
Est Total Depth 18,212 Est Drilling Days 233 5.8
LOCATION COST - INTANGIBLE
GL CODE DESCRIPTION ESTIMATED COST
7001270 Location and Access 50,000
7001250 Land Broker Fees and Servizes 37,500
TOTAL LOCATION COST - INTANGIBLE 47,500
DRILLING COST - TANGIBLE
7012050 Conductor Pipe 30,000
7012050 Surface Casing 36,000
7012050 intermediate Casing 1 149,000
7012050 . intermediate Casing 2 283,000
7012050 Production Casing 60,000
7012050 Drlg Liner Hanger, Tieback Eq & Csg Accessories 65,000
7012550 Drifling Wellhead Equipment 65,000
7012040 Casing & Tubing Accass 24,000
7012270 Miscellanecus MRO Materials .
TOTAL DRILLING - TANGIBLE 722,000
DRILLING COST - INTANGIBLE
7015200 Drilling Rig Mob/Demob 37,500
7019220 Driliing Rig - day work/footage 455,000
7019040 Directional Drilling Services 195,500
7019020 Cement and Cementing Service Surface 30,000
7018020 Cement and G g Service intermediate 1 40,000
7019020 Cement and Cementing Service Intermedlate 2 50,000
7019020 Cement and Cementing Service Praduction 50,000
. 7019140 Mud Fluids & Services 75,000
7012310 Solids Control equipment 37,280
7012020 Bits 80,000
7035010 Casing Crew and Services 35,000
7016350 Fuel {Rig) 71,764
7015140 Fuel {Mud) 11,000
7001460 Water (non potable) 25,000
7035000 Well Logging Services -
7019150 Mud Loggingtgeosteering 18,050
7019250 Stabilizers, Hole Openers, Underreamers (DH rentals) 15,000
70159110 Casing Inspection/dleaning 8,000
7019110 Orifl pipe/coliar inspection services 18,000
7016180 Freight - truck 40,000
7001450 Water hauling and disposal {includes soil farming) 120,000
7001440 Vacuum Trucks 20,000
______ 7000030 Contract Labor - general 35,000
7018150 Rental Tools and Equipment (surface rentais} 126,500
7018150 Rig Equipment and Mist. 6,990
7001110 Telecommunications Services 10,000
7001120 Consulting Services 90,870
7001400 Safety and Environmental 25,630
7018120 Rental Buildings (trailers) -
7019310 Coring {sidewalls & analysis) -
7011010 8% Contingency & Taxes 146,405
TOTAL DRILUING - INTANGIBLE $1,874,489
TOTAL DRILUNG COST __ 2,586,489
COMPLETION - TANG!BLE
7012580 Tuhing 82,500
7012040 Tubing Accessories (nipple, wireline entry) 15.000
7012550 Wellhead Equip 20,000
7012560 Packers - Compietion Equipment 38,850
TOTAL COMPLETION - TANGIBLE $163,350




MARATHON QiL PERMIAN LLC

AUTHORITY FOR EXPENCITURE
DETAIL OF ESTIMATED WELL COSTS

Asset Team

PERMIAN

Field

RED HILLS FORMATION: WOLFCAMP Y

Lease/Facility

KNIFE FIGTH FEE WXY 3H

DATE 9/13/2017

COMPLETION - INTANGIBLE

GL CODE DESCRIPTION ESTIMATED COST
7001270 Location and Access (dsess location after rig move, set anchors) 20,000
7019220 _Driliing Rig During Completion 21,600
7019140 Mud Flulds & Services -
7019030 Coiled Tubing Services (3 runs} 90,000
7019240 $nubbing Services 30,000
7019270 Pulling/Swab Units 11,520

. 7016350 Fuel {trom drig) -
7019010 Casing Crew and Services .
7019020 Cement and Cementing Services -
7019080 Well Testing Services {flow hand & equip) 66,500
7019320 [Fracturing Services 2,000,000
7019330 Perforating 132,000
7019380 Wiretine Services -
7001460 Water Hauling & Disposat {frac fluids] 500,000
7016180 Freight - Truck (hau! pipe; drig & compi} 30,000
7018150 BOP Rental & Testing .
7018150 Rental Tools and Equipment { inc} drig; lightplant, hydra-walk) -
7018150 CT Downhole Rental Jid {ie. Bit, BHA) 45,000
7000030 Contract tabor - general 20,000
7001110 Telecommunications Services 15,000
7001400 Safety and Environmental .
7001120 Consulting Sesvices 24,000
2018150 Zipper Manifold 57,600
7019300 Frack Stack Rentals 30,000

7016190 Freight {Transportation Services) .
7018150 Equipment Rentai { w/o operator, frac tanks, lightplants) $0,000
7018120 Rental Buildings {tratlers) 40,000
7000030 Contract Labor - Pumping (pump-down pumps) 42,000
7011010 8% Contingency & Taxes 281,326

TOTAL COMPLETION - INTANGIBLE $3,636,546
TOTAL COMPLETION COST $3,797,896
SURFACE EQUIPMENT - TANGIBLE
7012350 _Misc. Piping, Fittings & Valves 82,821
7006640 Company Labor & Burden -
7000430 Contract Labor - General 66,368
7001110 Jelecommunicatian equip (Telemetry) -
7012410 Une Pipe & Accessories 25,847
7032270 Miscellanecus Materials {containment system) 41,091
7008060 SCADA -
7016180 Freight - truck B
1001390 Contract Engineering 22,792
70312290 Metering and instrumentation 239,430
1012290 1&E Materials -
7012200 Gas Treating -
7012200 Dehydration -
7012010 Campressor -
7012350 Power -
7012610 Vapor Recovery Unit -
7012440 Separator & other pressure vessels 101,137
7012500 Tanks 136,189
7012100 Heater Treater 12,406
7012640 Flare & Accessories 16,675
7000010 Electrical Labor 22,792
7000010 Mechanical Labor -
1012480 Rod Pumping unit & Pad -
7012180 Pumping Unit Engine -
7012350 Electrical Power {electrical cooperative construction costs} 22,234
TOTAL SURFACE EQUIPMENT - TANGIBLE $799,782
TOTAL SURFACE EQUIPMENT COST $ 799,782
ARTIFICIAL LIFT
7006640 Company Labor 2,500
7012180 Gas Uft Equipment 38,000
7012480 Rod Pumping, Sucker Rods & Rod Pump -
7012230 Efect Sub Pumps {ESP) -
7019350 Well Services-Well/Wellhead Services 20,000
7013270 Materlals & Supplies-Tanglbie 13,000
7012550 Surface Wellhead Equipment 5,500
7012390 Pig taunchers/Receivers & Ref Equip -
7011010 8% Contingency & Taxes .
TOTAL ARTIFICIAL UFT 79,000
TOTAL ARTIFICIAL LIFT COST $ 79,000
SUMMARY OF ESTIMATED DRILLING WELL COSTS TOTAL COST
TOTAL LOCATION COST $ 87,500
TOTAL DRILLING COST $ 2,586,489
TOTAL COMPLETIONS COST S  3,797,8%
TOTAL SURFACE EQUIPMENT COST _i 799,782
TOTAL ARTIFICIAL LIFT COST $ 79,000

GRAND TOTAL COST

§7,350,667



'ﬂr\\.}l Drilling Project #
Marathon Qil T —

DATE: {9/1372017

AUTHORITY FQR EXPENDITURE
EXPLORATION 8 PRODUCTION

Permian Asset Team

Field 0 Location 0 Rig 498
Lease / Facility KNIFE FIGHT FEE 24 34 26 WXY 19H State NEW MEXICO
Operator MARATHON OiL PERMIAN LLC County/Parish LEA

Estimated Start Date 16-Apr-2018
Estimated Completion Date 16-May-2018

Estimated Gross Cost This AFE: _ $7,350,667

Project Description & Reason for Expenditure: Drill, Comp & Equip a Horizontal Well

This well is ptanned to be drilled and completed with multistage fracturing using plug and perf. The estimated cost of drilling, testing, completing,
and equipping the well is $7,350,667 as detailed in the provided authority for expenditure document. This will include instailation of transitional

and long term artificial [ift systems.
The well will be drilied to a total vertical depth of 12,473’ and a total measured depth of 18,232, with an estimated treatable lateral length of 4,618

and will be completed with an estimated 30 stages and approximately 2,500 Ibs/ft of proppant.

AG PRADEEP,  CAMILO ARIAS. JOSH SHANNON, MATT HENSCHEN, BRLY MOORE, , LANE NEAL

Finalapproval
% M Date: /o'///7/20( 7

Tme:(ﬂ/eg(ona! Vice Prepident PermiantAssel Team

Preparen By

Participant’s Approval

Name of
Company:

Signature:

Title: Date:




MARATHON OiL PERMIAN LLC DATE 8/13/2017

AUTHORITY FOR EXPENDITURE PRILLING & LOCATION PREPARED BY CAMILO ARIAS
DETAIL OF ESTIMATED WELL COSTS COMPLETION PREPARED BY JOSH SHANNON

FACIUTIES & ARTIFICIAL LIFT PREPARED BY MATT HENSCHEN

Asset Team PERMIAN

fleld RED RIS FORMATION: WOLFCAMP Y o WItDTAT EXPLORATION
Lease/Facility KNIFE FIGHT FEE 24 34 26 WXY 19H .. DEVELOPMENT RECOMPLETION
Location LEA COUNTY _X_EXPLOITATION WORKOVER
Prospett RED HILLS

Est Total Depth 18,232 €51 Orilling Days 233 Este Oays 5%

LOCATION COST - INTANGIBLE

GL COOE DESCRIPTION ESTIMATED COST
7001270 Location snd Access 50,000
2001250 Land Broker Fees and Services 37,500

TOTAL LOCATION COST - INTANGIBLE 87,500

DRILLING COST - TANGIBLE

7012050 Conductor Pipe 30,000
7012050 Surface Casing 36,000
7012050 Intermedlate Casing 1 149,000
7012050 Intermediate Casing 2 283,000
7012050 Production Casing 60,000
7012050 Drig Uner Hanger, Tieback Eq & Csg Accessories 65,000
7012550 Drilling Wellhead Equipment 65,000
7012040 Casing & Tubing Access 23000
7012270 Miscellaneous MRO Materials -

TOTAL DRILLING - TANGIBLE 712,000

DRILLING COST - INTANGIBLE

7019200 Drilting Rig Mob/Demob 37,500
7019220 Drilfing Rig - day work/footage 466,000
7019040 Directiona Driliing Services 195,500
7019020 Cement and Cementing Service Surface 30,000
7019020 Cement and Cementing Service intermediate 1 40,000
7015020 Cement and Cementing Service intermediate 2 50,000
7013020 Cement and Cementing Service Production 50,000
7019140 Mud Fluids & Services 75,000
7012310 Solids Control equipment 37,280
7012020 Blts 80,000
7019010 Casing Crew and Services 35,000
7016350 Fuel {Rig| 71764
7019140 Fuel (Mud) 11,000
7001460 Water {non porabie) 25,000
7013000 Well Logging Services -
7019150 Mud Logging+geosteering 18,050
7019250 Stabilizers, Hole Openers, Underreamers {DH rentals| 15,000
7019110 Casing inspection/cleaning 8,000
7019110 Drill pipe/coliar inspection services 18,000
7016180 Freight - truck 40,000
7001460 Water hauling and disposal (includes sol! farming) 120,000
7001440 Vacuym Trucks 20,000
7000030 Contract Labor - general 35,000
7018150 Rentat Tools and Equipment {surtace rentals) 116,500
7018150 Rig Eguipment and Misc. 6990
7001110 Telecommunications Services 10,000
7001120 Consulting Services 90,870
7001400 Safety and Environmental 25,630
7018120 Rental Buildings (sraifers) -
7019310 Coring (sidewalls & analysis) -
7011010 8% Contingency & Taxes 145,405

TOTAL DRILLING - INTANGIBLE $1,874,489

TOTAL DRILLING COST $2,586,489

COMPLETION - TANGIBLE

7012580 Tubing 87,500
7012040 Tubing Accessories (nipple, wireline entry) 15,000
7012550 Wellhead Equip 20,000
7012560 Packers - Completion Equipment, 38,850

TOTAL COMPLETION - TANGIBLE $161,350




MARATHON OIL PERMIAN LLC

AUTHORITY FOR EXPENI

DITURE

DETAK OF ESTIMATED WELL COSTS

Asset Team

PERMIAN

Field

RED HILLS FORMATION: WOLFCAMP ¥

tease/Facility

KNIFE FIGTH FEE WXY 194

DATE 9/13/2017

COMPLETION - INTANGIBLE

GL CODE DESCRIPTION ESTIMATED COST
7001270 Location and Access (duss location after rig mave, set anchors) 20,000
7019220 Drilting Rig During Completion 21,600
7019140 Mud Fiuids & Services -
7019030 Coiled Tubing Services {3 runs) 90,000
7015240 Snubbing Services 30,000
7015270 Pulling/Swab Units 11,520
7016350 Fuel {from drig) .
7039010 Casing Crew and Services .
7019020 Cement and Cementing Services -
7015080 Weil Testing Services (flow hand & equip) 66,500
7019320 Fraqiuring Sefvices 2,000,000
7019330 Perforating 132,000
7019360 Wireline Services «
7001460 Water Hauting & Disposal {frac fluids) 600,000
7016180 Freight - Truck (haul pipe; drlg & compl} 30,000
7018150 BOP Rental & Testing -
2018150 Rentai Tools nd Equipment { Incl drig; lightplant,hydra-waik] .
7018150 CT Dawnhole Rental Equipment {ie. BIt, BHA) 45,000
7000030 Contract Labor - general 20,000
7001110 Tejecommunications Services 15,000
7001400 Safety 2and Environmental -
7001120 Consulting Services 24,000
7018150 Tippet Manifold 57,600
7019300 Frack Stack Rentals 30,000
7016130 Freight (Transportation Services) -
7018150 Equlpment Rental { w/o operator, frac tanks, lightplants 80,000
7018120 Rentaf Buildings (traiters} 40,000
7000030 Contract Labor - Pumping (pump-down pumps) 42,000
7011010 8% Contingency & Taxes 281,326

TOTAL COMPLETION - INTANGIBLE $3,636,546

TOTAL COMPLETION COST $3,797,896

SURFACE EQUIPMENT - TANGIBLE

7012350 Mise. #iping, F\nings & Valves 82,821
7006640 Comgpany Labor & Burden .
7000030 Contract Labor - General 66,368
7001110 Telecommunication equip {Telemetry) -
7012410 Une Pipe & Accessories 25,847
7012270 Miscellaneaus Materials {containment system} 41,091
7008060 SCADA -
7016180 Freight - truck -
7001190 Contract Engineering 27,252
7012290 Metering and {nstrumentation 239,430
7012290 I&E Materials -
7012200 Gas Tresting .
7012200 Dehydration -
7012010 Compressor -
7912350 Pawer -
7012610 Vapor Recovery Unit _— -
7012440 Separator & otlier pressure vessels 101137
2012500 Tanks 136,189

7012100 Heater Treater 12,406
7012640 Flare & Accessories 16,675
7000010 Electrical Labor 27,792
7000010 Mechanical Labor .
7012480 Rod Pumping unit & Pad -
7012180 Pumping Unit Engine -
7012350 Flectrical Power (electrical cooperative construgtion costs) 22,234

TOTAL SURFACE EQUIPMENT - TANGIBLE $799,782
TOTAL SURFACE EQUIPMENT COST $ 799,782
ARTIFICIAL LIFT
7006640 Company Labor 2,500
oo lo12180 Gas Lift Equipment 38,000
7012480 Rod Pumping, Sucker Rods & Rod Pumnp .
7012140 Elect Sub Pumps (ESP) -
7019350 Welt Services-Well/Welihead Services 20,000
7012270 Materials & Supplies-Tangible 13,000
... ryo12sso_ Surface Welihead Equipment 5,500
7012390 Pig Launchers/Receivers & Rel Equip -
7011010 8% Contingency & Taxes -
TOTAL ARTIFICIAL UFT —— 19,000
TOTAL ARTIFICIAL LIFT COST $ 79,000
SUMMARY OF ESTIMATED DRILLING WELL COSTS TOTAL COST
TOTAL LOCATION COST __$ 87,500
TOTAL DRILLING COST S 2,586,488
TOTAL COMPLETIONS COST 3 3,797,896
TOTAL SURFACE EQUIPMENT COST R 798,782
TOTAL ARTIFICIAL LIFT COST $ 79,000

GRAND TOTAL COST

$7,350,667



NG
MarathonQil

MARATHON OlL PERMIAN LLC
AUTHORITY FOR EXPENDITURE
EXPLORATION & PRODUCTION

Driliing Project #
4/0/1900
DATE:|7/2472017

oo

Permian Asset Team

Field 0 Location g Rig 480
Lease / Facility KNIFE FIGHT FEE 24 34 26 WA 6H State NEW MEXICO
Operator MARATHON OIL PERMIANLLC County/Parish EDDY

Estimated Start Date 19-Mar-2018
Estimated Completion Date 3-May-2018

Estimated Gross Cost This AFE: $9,441,096

Project Description & Reason for Expenditure: Drill, Complete, & Equip & Horizontal Well

This well is planned to be drilled and completed with multistage fracturing using plug and perf. The estimated cost of drilling, testing, completing,
and equipping the well is $9,441,096 as detailed in the provided authority for expenditure document. This will include instaflation of transitional

and long term artificial lift systems.
The well will be drilled to a total vertical depth of 12,552' and a total measured depth of 18,281", with an estimated treatable lateral length of 4,616’

and will be completed with an estimated 30 stages and approximately 2,500 Ibs/ft of proppant with Pilot Hole and Coring Tests.

Preparee By LANE NEAL. AG PRADEEP.CAMILO ARIAS, JOSH SHANNON. & BILLY MOORE

Final Approval

Date: /ﬂ‘ ///W/7

resident Permian Asset Team

Participant's Approval

Name of
Company:

Signature:

Title: Date:




MARATHON OiL PERMIAN LLC

DATE 1/28/2017

AUTHORITY FOR EXPENDITURE DRILLING & LOCATION PREPARED BY CAMILO ARIAS
DETAIL OF ESTIMATED WELL COSTS COMPLETION PREPARED BY JOSH SHANNON
FACILITIES & ARTIFICIAL LIFT PREPARED BY MATT HENSCHEN
Asset Team PERMIAN
Fleid ] FORMATION: WOLFCAMP A WILDCAT EXPLORATION
Lease/Facility KNIFE FIGHT FEE 24 34 26 WA 6H DEVELOPMENT RECOMPLETION
Location LEA COUNTY X EXPLOITATION WORKOVER
Prospect RED HiLLS
€st Total Depth 18,281 Est Drilling Days 378 Est C Days 55
LOCATION COST - INTANGISBLE
GLCODE DESCRIPTION ESTIMATED COST
7001270 Location and Access 50,000
7001250 Land Broker Fees and Services 37,500
TOTAL LOCATION COST - INTANGISLE 87,500
DRILLING COST - TANGIBLE
7012050 Conductor Pipe 30,000
7012050 Surface Casing 36,089
7012050 intermediate Casing 1 148,215
7012050 fntermediate Casing 2 273,000
7022050 Production Casing 86,040
7012050 Drig Uner Hanger, Tieback €q & Csg Accessories 65,000
7012550 Orilling Wellhead Equipment 65,000
7012040 Casing & Tubing Access 24,000
7012270 Miscellaneous MRO I - .
TOTAL DRILLING - TANGIBLE 728,343
DRILLING COST - INTANGIBLE
7015200 Driiling Rig Mob/Demab 37,500
7019220 Orilling Rig - day work/footage 756,000
7019040 Directional Drliting Services 282,500
7019020 Cement and Cementing Service Surtace 74,000
7013020 Cement and Cementing Service Intermediate 1 40,000
7013020 Cement ang Cementing Service intermediate 2 50,000
7019020 Cement and Cementing Service Production 50,000
- 7019140 Mud Flulds & Services 105,000
7012310 Solids Control equipment 63,380
7012020 Bits 95,000
7013010 Casing Crew and Services 35,000
7016350 Fuel (Rig) 116,424
7019140 Fuel {Mud) 26,000
7001460 Water (non potable) 25,000
7019000 ‘Well Logging Services 450,000
7019150 Mud Logging+geosteering 118,050
7019250 Stabilizers, Hole Openers, Underreamers {DH rentals} 25,000
7019110 Lasing inspection/cieaning 8,000
7019110 Orill pipe/collar inspection services 23,000
7016180 Freight - truck 60,000
. 7001460 Water hauling and disposal {includes soil farming, 145,000
7001440 Vacuum Trucks 20,000
7000030 Contract Labor - general 70,000
7018150 _Rental Tools and Equipment {surface rentals) 196,500
7018150 Rig Equipment and Misc. 41,990
7001110 Tefecommunications Services 18,500
7001120 Consulting Services 159,020
7001400 Safety and Envirenmentaf 41,580
Jo1820 Rental Buildings (tralers) -
7019310 Coring {sidewails & analysis 541,400
7011010 8% Contingency & Taxes 264,731
TOTAL DRILLING - INTANGIBLE $3,948,575
TOTAL DRILLING COST $4,676,918
COMPLETION - TANGIBLE
7012580 Tubing 87,500
7012040 Tubing Accessories (nipple, wireline entry) 15,000
7012550 Welthead Equip 20,000
7012560 Packers - Compietion Equipment 38,850
TOTAL COMPLETION - TANGIBLE $161,350




MARATHON Oit PERMIAN LLC DATE

7/24/2017

AUTHORITY FOR EXPENDITURE
DETAIL OF ESTIMATED WELL COSTS

Asset Team

PERMIAN

Field

0 FORMATION: WOLFCAMP A

Lease/Facility

KNIFE FIGTH FEE TB 6H

COMPLETION - INTANGIBLE

GL CODE DESCRIPTION ESTIMATED COST
7002270 Location and Access jdress location after rig move, set anchors) 20,000
- 7019220 Drilling Rig During Completion 21,600
7019140 Mud FRuids & Services .
_ 1019030 Coiled Tubing Services (3 runs) 90,000
2019240 Snubbing Services 30,000
7019270 Pullingswah Units 11,520
7016350 Fuel (from drig) .
7019010 Casing Crew and Services N
7018020 Cement and Cementing Secvices -
7019080 Well Testing Services {flow hand & equip} 66,500
7019320 Fracturing Services 2,000,000
7019330 Perforating 132,000
7019360 Wireline Services -
7001460 Water Hauling & Disposal {frac flulds) 500,000
7016180 Freight - Truck (haui pipe; drig & compl) 30,000
7018150 BOP Rental & Testing -
7018150 Rental Tools and Equipment ( indl drig; I ant,hydra-walk| .
7018150 £T Downhole Rental Equipment (ie. Bit, BHA) 45,000
7000030 Contract tabor - genaral 20,000
7001110 Telecommunications Services 15,000
7001400 Safety and Environmental .
7001120 [« Services 24,000
7018150 Zpper Manifold 57,600
7019300 Frack Stack Rentals 30,000
. ]016190 Freight (Transportation Services) .
7018150 Equipment Rental { w/o operator, frac tanks, lightpiants) £0,000
7018120 Rental Buildings (trailers) 40,000
7000030 Contract tabor - Pumping {pump-down pumps) 42,000
7011030 &% Contingency & Taxes 281,326
TOTAL COMPLETION - INTANGIBLE $3,636,546
TOTAL COMPLETION COST $3,797,896
SURFACE EQUIPMENT - TANGIBLE
7012350 Misc. Piping, Fittings & Valves 82,821
9005027 _Company Labor & Burden N
7000030 Coniract Labor - General 66,368
7001110 Tefecommunication equip (Telemetry) -
7012410 Line Pipe & Accessories 25847
7012270 Miscellaneous Materials {containment system) 41,091
7008060 SCADA -
7016180 Frelght - truck .
7001190 Contract Engineering 27,792
7012290 Metering and Instr i 139,430
7012280 1BE Materlals -
7012200 Gas Treating -
7012200 Dehydration -
7012010 Compressor -
7012350 Power -
7012610 Vapor Recovery Unit -
70124340 Separator & other pressure vessels 101,137
7012500 Tanks 126,189
7012100 Heater Treater 12,406
7012640 Flare & Accessories 16,675
7000010 Electrical Labor 27,792
7000010 Mechanical Labor -
7012480 Rod Pumping unit & Pad -
7012180 Pumping Unit Engine -
7012350 Electrical Power {electrical cooperative construction costs 22,234
TOTAL SURFACE EQUIPMENT - TANGIBLE $799,782
TOTAL SURFACE EQUIPMENT COST $ 799,782
ARTIFICIAL LIFT
Company Labor 2,500
7012180 Gas Utt Equipment 38,000
7012480 “Rod Pumping, Sucker Rods & Rod Pump -
7012140 Elect Sub Pumps (ESP) .
7018350 well Services-Well/Welihead Services 20,000
7012270 Materials & Supplies-Tangible 13,000
7012550 Surface Welthead Equipment 5,500
7012390 Pig taunchers/Receivers & Rel Equip -
7011010 10% Contingency & Taxes “
TOTAL ARTIFICIAL UFT 79,000
TOTAL ARTIFICIAL LIFT COST $ 79,000
SUMMARY OF ESTIMATED DRILLING WELL COSTS TQTAL COST
TOTAL LOCATION COST $ 87,500
TOTAL DRILLING COST $ 4676918
TOTAL COMPLETIONS COST 3 3,797,896
TOTAL SURFACE EQUIPMENT COST 2 793,782

TOTAL ARTIFICIAL LIFT COST

K 79,000

GRAND TOTAL COST $9,441,096



STATE OF NEW MEXICO
DEPARTMENT OF ENERGY, MINERALS AND NATURAL RESOURCES
OIL CONSERVATION DIVISION

APPLICATION OF MARATHON

OIL PERMIAN LLC FOR A NON-STANDARD
SPACING AND PRORATION UNIT,
NON-STANDARD LOCATIONS,

AND COMPULSORY POOLING,

LEA COUNTY, NEW MEXICO.

CASE NO. 15906

AFFIDAVIT
STATE OF NEW MEXICO )
COUNTY OF BERNALILLO ; >
Jennifer L. Bradfute, éttorney in fact and authorized representative of Marathon Oil

Permian, LLC, the Applicant herein, being first duly sworn, upon oath, states that the above-

referenced Application was provided under the notice letter and proof of receipt attached hereto.

J@Lﬁ dfuts "\

SUBSCRIBED AND SWORN to before me this 23th day of January 2018 by Jennifer L.
Bradfute.

. . . . O ’_20( WWvaWWV\—/\v(
My commission expires: L Q 1 OFFICIAL SEAL (
Zina Crum

NOTARY PUBLIC
STATE OF NEW MEXICO (

[2-07-2d 9 — (




