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

APPLICATION OF BLACK MOUNTAIN OPERATING
LLC FOR A NON-STANDARD OIL SPACING AND
PRORATION UNIT AND COMPULSORY POOLING,
LEA COUNTY, NEW MEXICO o

: CASE NOS. 15655, 15656

APPLICATION OF GMT EXPLORATION
FOR A NON-STANDARD OIL SPACING AND
PRORATION UNIT AND COMPULSORY POOLING,
LEA COUNTY, NEW MEXICO.

: CASE NOS. 15659, 15660

MARATHON’S CLOSING STATEMENT

Marathon Oil Permian, LLC submits this closing statement follbwing the July 20, 2017

Examiner hearing in the above consolidated matters.
Background

Initially, Black Mountain Operating LLC, and now Marathon Oil Permian LLC éeek an
order (1) approving two 240-acre non-standard oil spacing and proration unit in the Bone Spring
formation comprised of the W/2SW/4 of Section 35, Township 21 South, Range 34 East, NMPM,
Lea County, New Mexico, and the W/2W/2 of Section 2, Township 22 South, Range 34 East,
NMPM, E/2SW/4 of Section 35,,Township 21 South, Range 34 EaSt, NMPM, Lea County, New
Mexico,.(Grama Ridge Statc; Com 1H), and the E/2W/2 of Section 2, Township 22 South, Range
34 East, NMPM, Lea County, New Mexico (Grama Ridge State Com 3H); (2) pooling all mineral
interests in the Bone Spring. formation underlying the nldn-standard units, and approving
unorthodox well locétions. Black Mountain/Marathon are targeting -fhe 3" Bone Spring iﬁterval.

Marathon’s proposed well laterals will be apprOXimately 7,400° feet in length and will include




developed 660’ segments in those areas across the boundaries of Sections 2 anid 35 that would
otherwise be undeveloped setbacks for shorter laterals.

GMT Exploration Company seeks an order (1) approving two 160-acre non-standard oil
spacing and proration unit in the Bone Spriné formation comprised of the W/2W/2 of Section 2,
Township 22 South, Range 34 East, NMPM, (Pucker Rapid State Com. No. 1H), and the E.2W/2
of Section 2, Township 22, Sou_th, Range 34 East, NMPM, Lea County, New Mexico, (Squeeze
State Com No. 1H) and (2) pooling all mineral interests in the Bone Spring-fonnation underlying
the non-standard units, and approving unorthodox well locations. GMT is targeting the 2™ Bone
Spring interval. GMT’s. proi:osed well laterals will be approximately 4,600’ in lenéth.

Points and Authoritics |

Both Black Mountain and GMT submitted their respective well proposals with modern
form AAPL 610 Joint Operating Agreements with horizontal well amendments. BTA appeared at
the previous Division Examiner hearing on May 15,2017 and presenfed evidence of the existence
of a 1956 form AAPL 610 Joint Operating Agreement dated August 15, 1977. The contract area
under thé old JOA at one time covered all of Sections 35 T21S R34E and 2 T22SR34E, but the
evidence at the July 20, 2017 hearing established that the lease for SW/4 of Section 2 expired and
that acreage fell out of the contract area. (It was for this reason that Black Mountain sought to
include the SW/4 of Section 2 in its project are;as in order to avoid leaving that non-contract area
acreage stranded.) It also appeéred that po;'tions of Section 35 had been subdivided out of the
contract area. Black Mountain (and now Marathon) succeeded Getty Oii Company as operator of
certain wells under the 1977 Operating Agreement, including a Bone Spring Well in Unit K of
Section 35, but BTA also operates a weil in Unit E of Section 35. No party was able to document

whether the parties to the old JOA ever selected a successoroperator. BTA’s land witness asserted




that subsequent wells could only be prdposed under the 1977 JOA, a position that neither GMT
nbr Black Mountain/Marathon agree with. | |

The evidence establishes that Black Mountain was the first to develop this prospect, first
to develop the geology, first to propose a' well and initially sought to obtain voluntary agreement
from other interest owners, acted with diligence and was timely. In additibn, Marathon presented
evidence to fully develop the 2™ and 3" Bone Spring sands throughout Sections 35 and 2. GMT’s
subsequent well proposals on the cher hand, were reactionary. lIts plaﬂs for further development
were not made clear. These can be controiling factors when the Division is considering competing
compulsory-pooling applications. Order No. R-10922 (November 24, 1997), Case No.11830;
Application of Mewbourne Oil Company for Compulsory Pooling, Eddy County, New Mexico,
consolidated with Case No. 11833; Application of De{fon Energy Production Company for
Compulsory Pooling, Eddy County, New Mexico.

It appears to be BTA’s position that the acreage remaining subject to the 1977 Joint
Operating Agreement is already the subject of a voluntary agreement under which it is operator
and that its contract intefests canﬁol be force pooled. GMT’s position on this issue is not clear, but
it does seek to replace the 1977 JOA wﬁh a modern form wiih horizontal well provisions and
establisﬁ itself as operator, It is undispbuted, however; that the units proposed by Black
~ Mountain/Marathon include soxﬁe of the remaining contract area lands under the 1977 JOA, as
well as other lands not subject to that JOA. As such, thére is an absence of agreement among the
parties as to how production from the proposed hori_zoﬁtal well is to be divided between the lands
within and without the r.ema‘ining' contract area and therefore the parties interests are not pooled.

In such circumstances, in the case of horizontal well units, the Division has recently made clear

that proposed well units that include lands subject to an existing JOA combined with other non-




contract area lands can be force pooled. Ordér No. R-14140 (March 30, 2016), Case No. 15433; '
Application of Matador Production Company for A Non-Standard Spacing and Proration Unit
and Compulsory Pooling, Lea County, New Mexico.

In an earlier case involving competing compulsory pooling applications, the Division has
said that geologiq evidence can be the most important consideration. Order No. R-10731-B
(February 28, 1997), Case Nos. 11666 and 11667; Applications of KCS Medallion kesources, Inc.
and Yates Petroleum Corporation for Compzdsory Pboling, Eddy County, New Mexico. At the
hearing in these matters, GMT’s geologist testified that the company would seek to develop only
that reservoir acreage where well logs evidenced that deﬁsity porosity was >8%, and funha
suggesting that including reséWoir with density porosity of anything less than <8% would result
in inadequate EURs and an “uneconomic well”. Marathon’s geologic witness refuted such a
contention and established that the use of a single decision—making criterion to the exclusion of
other relevant geologic information departs from industry best practices. Marathon’s geologist
provided further countervailing testimony that GMT’s isopach m/apping contours (GMT Exhibits
A and B) are influenced by subjective “interpretation”, disregards other data and should not be
conclusive. It was also established at the hearing that even if GMT’s isopach contours are to be
honored, they are so situated so that only approximately 20% of the reservoir thickness in the SW/4
of Section 35 is mapped af <8% density porosity. If even at 7 1/2%, that limited acreage combined
with the far larger areas within the two 240-acre well units mapped with thickness exceeding >8%
is sufficient to justify developﬁent W1th longer laterals.

Given more weight than the ‘geologic evidence, the most compelling issue for the
Division’s consideration in these matters is the avoidance of waste. Black Mountain, supported by

Marathon, provided extensive technical testimony that drilling this prospect with 7,400" laterals




will result in greater economic and engineering efficiencies and higher EURs. In addition,
uncontroverted testimony was offered that developing Sections 2 and 35 with shorter 4,600’
laterals will leave otherwise recoverable reSe&es in the gro@d between the section setbacks where
there is no argument about the sufficiency of density porosity and reservoir thickness. TR: Pg. 76,
L23 —Pg. 78, L12. This is the very definition of waste.

The [Division] is a creature of statute, expressly defined, limited and empowered by the
laws creating it. The [Division] has jurisdiction over matters related to the conservation of oil and
gas in New Mexico, but the basis of its powers is founded on the duty to prevent waste and to
protect correlative rights. The prevention of wasfe is the paramount power, inasmuch as this term
is an integral part of the déﬁnition of correlative rights. Continental Qil Co. v. Oil Conservation
Commnission, 70 N.M. 310, 318, 373 P.2d 809, 814 (1962). See also NMSA 1978 § 70-2-11. The
avoidance of waste should be determinative for the Division here.

Supplemental Matters

At the July 20, 2017 hearing, Marathon addressed the surface use conflicts between the
well locations originally plénned by Black Mountain and possible use of undescribed acreage in
the vicinity for a gas plant or compressor station. Marathon introduced evidence documenting that
the gas plant developer’s plans do not appear to be moving forward. Marathon’s land witness
testified that it would work with the gas plant operator to accommodate the surfaﬁe operations of
both companies. The land witness also stated Marathon’s preference to move the surface locations

to Section 35 to obviate the surface use issue altogether. Marathon was requested to provide the




footage locations for the new surface and bottom hole locations for its wells, along with its AFEs.
The new locations are approximately as follow:

Grama Ridge State Com 1H
SHL: 2557* FSL and 505’ FWL
Section 35 T21S R34E
BHL: 330’ FSL and 330 FWL
Section 2 T22S R34E

Grama Ridge State Com 3H
SHL: 2307’ FSL and 2146’ FWL

Section 35 T21S R34E ,
BHL: 330’ FSL and 2310’ FWL
Section 2 T22S R34E

The surface and bottom hole locat_ions and estimated well costs are reflected on the AFEs for the

1H and 3H wells, Exhibits 1 and 2, attached.

Respectfully submitted,

MONTGOMERY & ANDREWS, P. A.

_ —
By: 7. S B V(C-. L&
- J. Scott Hall, Esq. SN
Post Office Box 2307 _
Santa Fe, New Mexico 87504-2307
(505) 982-3873
(505) 982-4289 fax
shall@montand.com

Attorneys for Black Mountain Operating LLC




CERTIFICATE OF SERVICE
/

I hereby certify that a true and correct copy of the foregoing was served oh counsel of record
by electronic mail on July 31, 2017:

James Bruce

Post Office Box 1056
Santa Fe, NM 87504
jamesbruc@aol.com

7. w—:\—’dcl.&

J. Scott Hall ‘




v \ w . ! | -Brilling Project #[Driing Projet# —
Marathon Oil Pad project vm

AUTHORITY FOR EXPENDITURE
EXPLORATION & PRODUCTION

Parmlan Assot Taam i ) . .
Field -GRAMA RIDGE, BONE SPRING, NE . Location Soc 35, 215, 4E Ri 0

SRANA RIDUE, SUNG SFE RN 9
Lease / Facillty GRAMA RIDGE STATE COM 3H State NEW MEXICO
Operator MARATHON OIL PERMIAN LLC ’ County/Parish LEA
j Estimated Starnt Date

Estimated Completion Date

Estimated Gross Cost This AFE:  $8,220,965

Project Description & Reason for Expenditure: Orlll, Completo, 8 Equlp o 3rd Bana Spring Hoerlzontal Well

Marathon Oil Permian LLC proposes the drilling of the Gramma Ridge State Com 3H well, Lea County, New Mexico, to test the 3rd Bone Spring
formation, The estimated cost of drilling, testing, complating, and equipping the well is $8,220,885 as datailed in the provided authority for
expenditurs documant, )
E25W4 of Section 35-215-34E &
E2IW2 of Section 2 22S5-34E
Formation: 3rd Bone Spring Sand -
Estimated TVD: 11248’

Estimated MO: 18800° )
Approximate SHL: 2307 FSL, 2146 FWL (measured from SW comer of 35-215-34E)
Approximate BHL: 330° FSL. 2310' FWL (measured from SW comer of 2-225-34E)

Propered 8y -8

Final Approval
Date:
Title: Regional Vice Fresident Permian Asset Team
Participant's Approval
Name of !
Company:
Title: . Date:

EXHIBIT1




SAARATHON OILPERMIAN LLE -DATE 2s/2017
AUTHORITY FON EXPENDITURE DRILLNG & LOCATION PREPARED BY JACDB BEATY
DETAIL OF ESTIMATED WELL LOSTS COMPLETION PREPARED BY 10SH SHANNON

_FACIUTIES & ARTIFICIAL UFT PREPARED BY BILLY MODAE |

Anet Team PERMLAN. . :
Fiatd GRAMA RIDGE, BONE ¢ i FORMATION: IR0 BONE SPRINGS -_WII.DfAY e EXPLORATION
Leate/Facility GRAMA RICGE STATE COM 3H . . — DEVELOPMENT ... RECOMPUTION
Location LEA COUNTY _X_EXPoiTanion _ WORKXOVER
Prowpect RANGER !
Ent Totat Depth i Ext Onlling Dsys b1l £5t Completion Oays ]
LOCATION COST - INTANGIBLE
6L COpE DESCRIFTION ESTIMATED COST
Juorirno Locatian and Access 150,000
7001250 Land Broker Feet and Services . . £0,000
TOTALLOCATION COST « INTANGIBLE 210,000
DRILLING COST - TANGIBLE
Jo)2080 Eonductor Pipe . : - 23,750
12050 Surface Casing i . 83,13
J012050 Intermediata Casing 1 . - . l42810
7012050 Intermedlate Casing 2 3 156,450
7012050 Production Caving B . . . 83,513
7012048 . Drig Unes Hangey Tieback En & Cig Atcessories - 80,000
012530 Orilling Wellhead Equipment . §5,000
7012020 Kauing 8 Tubing Accers 1$,000
1270 Miscullanecus MRO i 15.000
TOTAL DRILUNG - TANGIBLE + 730,587
DRILLING COST - INTANGIBLE
1019200 Drilting R Mob/Oemob X 140,000
it re o N Deiliing Alf - day work/foatage 480,000
7015040 Direstions! Oritiing Services . B 181,000
7015020 Comant snd Camenting Service N Surface o000
Tols0:n Loment s0d Camenting Service Intermediate 1 30000
7019010 Cemant and Cementing Service Inturmediate 2 ) $0,000
TO15028 Lement and Camanting Service Production . 40,000
1019140 Mud Flyids & Yervices .
7012110 $olids Control equipmant : ) 593%8
012020 Bity 70,500
7019010 Lasing Crow snd Services 20,000
018130 FusljRig) . s 8%,000
70193140 Fusl (Mud) - . 20,000
7001880 Water [ncn patable) - N .
013000 ‘Well Logging Seryices -
1019150 Mud Loggingeguosteering 5 . 1y000
7013250 StabBhery, Hole Dpenery, Underreamers (OH rantaty) 15.000
J019110 Cating inspettion/claaning 18000
7019130 Oritl pipejcollar intpection services - 15.000
Taisisa Feeight - truck § N 40000
001460 Water hauling snd dispotat {inchides sofl tarming) . ) . 80,000
7001440 Vacuum Trucks . L . -
7000030 Lontract Laber - general - 30.000
7018150 Rental Tools and Equipment [surfaze rentals) ) i 94,300
7018150 Big Equipmant and Mix. -
Jooii10 Telecommunications Services | -
Joai120 Consuiting $ervicas ' N 143,100
Teoi400 Satety and Envirarmental . . 10.000
Jo18120 Seneal Buildings (trellecy) s -
018310 Cortng (tidewalls B anatysis} - - - - .
011018 . 3% Contingency & Janes " 197565
TOTAL DALLING - INTANGIBLE 83836619
TOTAL DRILUNG COST . $2,667,176
COMPLETION - TANGIBLE
7012580 Jubing 81,750
2012000 Tubing Actevsories (nippls, wireline entry] : 13,800
J0125%0 Walthasd Equin . 20.000 .
7012360 Packers : Completian Equipment ' ) 38,850 . . i

TOTAL COMPLETION - TANGIBLE $156,600




MARATHON Oit PERMIAN LLC DATE 1asiznr
AUTHORITY £OR EXPENDITURE -
DETAIL OF ESTIMATEQ WELL CO3TS
Aaiat Team’ PERMIAN
Fleld GRAMA RIDGE, BONE! fORMATION: 3RO BONE $PAINGS
Leave/Facllity GRAMA RIDGE STATE COM 3H
COMPLETION - INTANGIBLE
GLcoor DESCRIPTION ESTIMATED COST
7001270 Locetlon snd kml‘dlni lozation after rig move, sat anchor) 10,000
7019210 Dritting Rig Ouring Completion 21600
7019140 Mud Fluids 8 Servicas .
7019010 Colied Tublng Services {1 runi) 50,000
019240 Srubbing Sarvices 20,000
Jo19270 Wlllnl!‘_wlh Unlts 18360
J016330 Fuel {trom drig) -
7013010 Casng Crew and Servicrs .
1013020 Lament and Cementing Services B
119080 Wall Testing Services [law hand & equip] 80,500
7019320 Fracturing Services 2,760,000
1019350 Perforating 151,000
7019160 Wirsline Services . . .
F001460 Water tauling & Disposal {trac fluids) 675,000
7018180 Fraight - Truck |haul pipe: drig & compi] 25000
7014130 BOP Aental & Tasting -
Fataiso BartaiTaoh and {quipment {inc) g Bghiplantrydrawalt) -
7918150 LT Downhols Rental Equipment (ln. Bit. BHA] 45,000
000030 Contract Laber - goneral 15,000
Jooitig Telecommunications Services 15.000
7001480 Sataty and Environmental “
7001120 Contulting Services 24,200
7018130 Tipper Manifold 57,600
7019100 Frach $tack Rentaly 30,000
7018130 Jreight {Tramsportation Services) .
Jol8150 Equipmaent Rents! | wfoopentor, Irac tanky, lightplants) 80,000
018110 Axntal Sultdings jtraiiers) 80,000
7000030 Contract Labor - Pumping {pump-down pumps) 45000
7011010 8% Cantingency & Tases - 349,428
TOTAL COMPLETION - INTANGIBLE $4,580, 689

———

TOTAL COMPLETION COST

$4,717,283

SURFACE EQUIPMENT - TANGIBLE

011150 Misc. Plping Fittings & Vatvws 17,500
8005027 Company labor & Burden .
600030 Contract kabor - Genernl (351
7001110 Telecommunication equip (Telemetry} N
Jo12410 Line Pipe & Acceviories 31,000
oLz Miscollaneous Matarlaly fesntainment system) -
TU02060 $CADA . 62,500
7016180 Fraight - truck .
103190 Contract Engineering -
7012290 Matering and instrumentation 15,000
7012190 ISE Materialy .
T Sattreating :
Toi2200 Dehydration :
7012010 Lomprenor 3,500
7012350 Powsr .
Jnll6l0 Vapor Aetavary Unit 2,500
Jui440 Separatar & ather preyaure vesseh 85,000
TO12500 Janks 112,500
7012100 Haster Traater 11,000
1012640 Flare & Accasiaries 35,000
Fo00010 Electrical Labor 37,500
Jogtola Mecharnical Labor -
Joiz430 Rod Pumping unit & Pad -
7012180 Pumping Unit £ngine -
7012330 flectricat Power [electrizal cooperative construction tasty) - 43,000
TOTAL SURFACE EQUIPMENT - TANGIBLE 5547‘550
TOTAL SURFACE EQUIPMENT COST 5.47,500
ARTIFIQAL UFT
Company Labor 2,500
7011180 Ga1 Lit Equioment 38.000
Ta1200 Rod Pumping, Sucker Rods & Rod Purmp -
7019150 Wl Services Wall/WeRhesd Services 20.000
7012370 Materials & Supplies. Tangibla 13,000
7012550 Surtsce Welthead Equlpment 3,300
Fo12950 “Pig beunchors/Recelvers & A1 Cquip -
Jo11010 10% Contingency & Taxey -
TOTALARTIFICIAL UFT JRES— .. W
TOTAL ARTIFICIAL LIFT COST 79,000
SUMMARY OF ESTIMATED DRILUNG WELL COSTS TOTAL COST
TOTAL LOCATION COST S 210,000
TOTAL DRILUNG COST S 2,662,176
TOTAL COMPLETIONS COST S 4,717,289
TOTAL SURFACE EQUIPMENT COST E 542,500
TOTAL ARTIFICIAL LIFT.COST $79,000

GRAND TOTAL COST

§8,220,965




Ny,

- g - Drilling Project #Drilling Project #
Marathon Oll Pad P,::in:lﬂ Palemocw i
DATE: 112572017

AUTHGHITY FOR EXPENDITURE
EXPLORATION & PRODUCTION

Permian Asset Team

Field GRAMA RIDGE, BONE SPRING, NE Location Soc 35, 215, J4E . Rig 0
Leasa/Facility ~ GRAMA RIDGE STATE COM 1H State NEW MEXICO :
Operatar MARATHON QIL PERMIAN LLC County/Parish LEA

Estimated Start Date

Estimated Completion Date

Estimated Gross Cos! This AFE: $8,220,965

Project Description & Reason for Expendilure: Drill, Complate, & Equip a 3rd Bone Spring Horizontol Wall

Marathon Oil Permian LLC proposes the drilling of the Gramma Ridge State Com 1H well, Lea County, New Mexico, to test the
3rd Bone Spring formation. The estimated cost of drilling. testing. completing. and equipping the well is $8,220,965 as dstailed In
the provided authority for expenditure document.

W25W4 of Section 35-21S-34E &

W2W2 of Section 2-22S-34E

Formation: 3rd Bone Spring Sand

Estimated TVD: 11253

Estimated MD: 1881

Approximate SHL: 2557'FSL, 505’ FWL {measured from SW comer of 35-21S-34E)

Approximate BHL: 330' FSL, 330° FWL (measured from SW corner of 2-228-34E)

Pregared By ]

Final Approval

- Date:
Tile: Regional Vice President Permian Asset Team
Participant's Approval
Name of
Cempany:
Signature:
Tile: Date:

EXHIBIT 2




MARATHON GiL PERMIAN LLC . DATE 22si2017
AUTHORITY FOR EXPENDITURE CRILLING & LOCATION PREPARED BY IACOB BEATY
DETAIL OF ESTIMATED WELL COSTS- COMPLETION PREPARED BY JO3H SHANNON

. FAQUTIES & ARTIFIGAL LIFT PREPARED Y BILLY MOORE

Asset Team PERMIAN -
Flald GRAMIA RIDGE, BONE ! _ FORMATION: JRD BONE $PRINGS —_ EXPLDRATION
Leasu/Facility GRAMA RIDGE STATE COM 1H o AECOMPLETION
toeatlon LEA COUNTY . WORKOVER
Proipenr RANGER -
|
Est Total Degith —10B00 Est Driding Days n Bans 8
LOCATION COST - INTANGIBLE
Gl CODE DESCRIPTION ESTIMATED COST
001270 Location sad Actess 130,000
1001250 tand Brokar Faes and Services $0,000
TOTAL LOCATION COST - INTANGIBLE 210,000
DRILLING COST - TANGIBLE
mined Caoductar Plpe . 13.7%0
012050 - Surface Cating 55,113
17012050 Intevmediata Casing 1 142,110
1012050 Intarmediate Casing 2 288430
7012050 Production Caying 83913
011050 Orig Liner Hanger, Tleback €g & Cig Accescorias 20,000
¥012530 Drilling Weilhead Equipment -$3.00m
2011040 Lasing & Tubing Accets ) 15.000
01270 Miceltansous MRO Mutsrlaty 15.000
TOTAL ORILUING - TANGIBLE - 730,582
DRILUNG COST - INTANGIBLE
1019200 Deifling Rig Mot /Demob 140,000
013220 Drilling Rig - day work/footage 450,000
7013040 Directional Drilling Services 181,000
7015020 Cement and Comenting Ssevice Surface 30.000
7019010 Lemant and Camenting Service Intermediate § 30,000
J013020 Cament and Comenting Service Intermediate 2 - $0.000
7015010 Cement and Cementing Servica Production 40,000
7019140 Mud Fluids & Services 20,000
012210 Salids Control equipmaent - $3,950
701020 By - : 70,500
1015010 Casing Crew and Services 10,000
T018350 Fuel [Rig} . 25,000
7019140 fuel [Mud) 10.000
TO01460 Watet {non potable} N
FI0C0 Wheil Logging Sarvices o
015150 Mud Loggingegeosteering 12,000
019250 Stabilliers, Hola O Underreamers [DH rentals 15,000
7519110 hllnvl lnmbn[lhlnhl 18,800
019110 Drilf pipe/eatlar inspection sarvices 15,000
J016180 Freight - truck - 40,000
001480 - Water hauling snd dispauad finchuder woil tarming) 20,000
7001450 Vacwum Truchs : .
TUA00 30 Lontraet Labor - genersl 30,000
7018180 Rentai Tools and Equipment (surface rentats] 94300
Jo18150 Rig quipment and Mix, . -
Joo131e Telecommunlcations Services .
001120 Lansulting Servicer | | . 143 100
70031200 Safety and Environmental 10.000
Tow® . HelBuldingsfinien) :
Toi310 Coring [sidewslt & snaiyi) :
011010 B Contingency & Tasey 197,569
TOTAL DRILLING - INTANGIBLE $1.938,619
TOTAL DRILLING COST $2,667,176
COMPLETION - TANGIBLE
7012580 Tublng 82,750
Jo13040 Jubing Accessories {nippla, wireting antry) 15000
JOL1350 Welhead Equlp . 0900
1012560 Packers- Campletion Equipment 38250
TOTAL COMPLETION - TANGIBLE ___&%ﬂ




MARATHON DILPERMIAR LLC DATE 7’1”1917
AUTHORITY FOR EXPENDITURE
DETA!L OF ESTIMATED WELL COSTS
Assat Team FERMIAN
Fleid GRAMA RIDGE, BONE ! FORMATION: 3RD BONE SPAINGS
Lease/Facility GRAMA RIDGE $TATE COM 1H i
COMPLETION - INTANGIBLE
GL CODE . DESCRIPTION . ESTIMATED COST
J001370 Ancation snd Accmns {drus3 iocation afier vig move, wet anchony) . 10,000
7019210 Dritling Rig During Completion 11,600
7019140 Mud Fluldy & Services .
70199310 Lolled Tubing Services {1 runy) ;50,000
7019280 Snubbing Services 40,000
019270 Pulling/Swab Units 13,360
7016350 Buel{tromdrtg) .
7019010 Cauing Crow and Setvices .
7013020 Coment and Cementing Sarvices -
1019080 Weil Tasting Sarvices {flow hand & equlp) 202,500
7015320 fracturing Services 2,760,000
7019330 Perforating 163,000
213180 Wireling Services . -
7001460 Water Hauling & Dlsposs) {trac flulds) £75.000
7016188 Fraight - Truck {haut pipe; drig & compl) 25 000
1018150 BOPRental & Testing .
7018150 Rantal Tésh and Equipment [ incl drig: I mphnl,hydnﬂ -
7018150 €Y Dewnhole Aentat Equlpment (ie. Bit, BHA) 45,000
1000010 Contract Labos - general 15,000
001110 Telecammunizations Services 15,000
7001400 Safety and Eavirunmentat -
7001120 Lonsuhting Servicer 24.200
7018180 Zpper Manifold 57,600
7019300 Frach Stack Rontaly 18,000
7016130 Fraight (Transpontation Services) -
7018130 tgulgmml Rental | -[o opsrator, frac tanks, lightptants) £0,000
7018120 - Rental Bulldings (traliars) ) 40000
J000030 Contrect Labor - Pumpin, mp-down pumps| 45,000
7011010 % Cnn\in.mﬂ & Tases 349,419
TOTAL COMPLETION - INTANGIBLE £4,580.68%
: TOTAL COMPLETION COST $4,717,289
SURFACE EQUIPMENT - TANGIBLE
Jo12150 Mise. Piping, Fittings & Valves 77,500
o001t Companylasbor 8 Burden B
7000030 Contrect Labor - Geneeal 47,500
7001110 Telecommunication equip {Tetemetry) -
Ta1241a Uine Plpe & Accassories 31,000
7012270 Miscellanecus Materials [containment sytem) -
7008060 $capA . 82,500
JO16280 Freight - truek -
7001180 Contract Engineering .
7012290 Mnm’nl snd Instrumentation . 15,000
7012290 1&E Materialy -
7012200 Gan Treating -«
7012200 Dchydration ! -
7012010 Compresior 3,500
1012150 Powaer -
7012810 Vapet Recovery Unit 2,300
7012840 Separator & ather prevsure versels 83,000
7012500 Tanks 112,500
1012100 Haater Treatar 11,000
Jo12640 Fiare & Accessorien 35,000
T000010 Electrical Labor 17,500
1000010 Machanical Labor -
Toiraan Rod Pumping unit & Pad -
1012180 Pumping Unit Engine -
J012350 Electrical Power {electrical cooperative construction eosty) 45.000
TOTAL SURFACE EQUIPMENT - TANGIBLE ___J}M_
TOTAL SURFACE EQUIPMENT COST 547,500
ARTIFICIALUFT
Campany Labar 1,300
7012180 Gas Ui Equipment 38.000
7at2480 Tiod Pumplng, Suckxr Rods & Rod Pump _ -
7019130 Wail SarvicasWell/Welihead Services 10,000
1012270 Materisls & Supplie.Tangible 13,000
7012580 Surface Wellhead Equipment 5.800
To170 Pig aunchers/Reteivers & Rel Egulp -
7011010 10% Contingency & Tases .
TOTALARTIACIAL LFT 19.000
TOTAL ARTIFICIAL LIFT COST 79,000
SUMMARY OF ESTIMATED DRILLING WELL COSTS TOTAL COST
TOTAL LOCATION COST S 210,000
TOTAL DRILLING COST ] 2,667,175 .
‘TOTAL COMPLETIONS COST E 4,717,289
' TOTAL SURFACE EQUIPMENT COST $547,500
TOTAL ARTIFICIAL LIFT COST i $ 79,000

GRAND TOTAL COST

$8,220,965




