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Case No. 20169:

Ned Pepper 18 WA Federal Com 2H, Ned Pepper 18 WXY Federal Com 6H, Ned
Pepper 18 WA Federal Com 9H

AR
Marathon Qil




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

APPLICATION OF MARATHON
OIL PERMIAN LLC FOR APPROVAL
OF A SPACING UNIT, COMPULSORY POOLING,

AND ALLOCATION FORMULA
LEA COUNTY, NEW MEXICO.
CASE NO. 20169
AMENDED APPLICATION

Marathon Qil Permian LLC (“Marathon”), OGRID Number 372098, through its
undersigned attorneys, hereby submits this amended application to the Oil Conservation Division
pursuant to the provisions of NMSA (1978), Section 70-2-17, for an order: (1) approving the
creation of a 320-acre, more or less, spacing unit covering the W/2 of Section 18, Township 24
South, Range 34 East, NMPM, Lea County, New Mexico underlying the Wolfcamp formation;
and (2) pooling all uncommitted mineral interests in the proposed spacing unit. In support of this
application, Marathon states as follows:

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

thereon.
2. Marathon seeks to dedicate the W/2 of Section 18, Township 24 South, Range 34

East, NMPM, Lea County, New Mexico underlying the Wolfcamp formation to form a 320-acre,

more or less, spacing unit.

3. Marathon plans to drill the Ned Pepper Federal 24 34 18 WA 2H, Ned Pepper
Federal 24 34 18 WXY 6H, and Ned Pepper Federal 24 34 18 WA 9H wells to a depth sufficient

to test the Wolfcamp formation. These wells will be horizontally drilled and will comply with the



Division’s setback requirements. The location of the Ned Pepper Federal 24 34 18 WXY 6H well
is less than 330’ from the adjoining 40-acre tracts and the Division’s rules allow for the inclusion
of proximity tracts within the proposed spacing unit for the wells.

4, Ownership is uniform across the Wolfcamp formation except for a 5.02083320 net
acre interest (“5 Acre Interest”) which changes working interest ownership at 100’ below the top

of the Wolfcamp formation.

5. One working interest owner owns that 5 Acre Interest as to the top 100° of the
Wolfcamp,(“Top Interest Owner™), and another working interest owner owns that 5 Acre Interest
as to depths below 100’ from the top of the Wolfcamp (“Bottom Interest Owner”).

6. Marathon proposes the following allocation formula to address the difference in
working in interest ownership. Only as to the 5 Acre Interest Marathon proposes to allocate 20%
of production from the unit attributable to the 5 Acre Interest to the Top Interest Owner and the
remaining 80% of production from the unit attributable to the 5 Acre Interest to the Bottom Interest
Owner. This same allocation formula would apply to allocation of costs.

7. Marathon sought, but has been unable to obtain a voluntary agreement from all
interest owners in the proposed depths within the Wolfcamp formation underlying the proposed
spacing unit to participate in the drilling of the wells or to otherwise commit their interests to the
wells.

8. The creation of a spacing unit, pooling of the proposed depths in the Wolfcamp
formation underlying the proposed unit, and approving Marathon’s proposed allocation formula
will prevent the drilling of unnecessary wells, prevent waste and protect correlative rights.

9. Marathon further requests that it be allowed one (1) year between the time the first

well is drilled and completion of the well.



WHEREFORE, this application will be set for hearing on May 16, 2019 before an
Examiner of the Oil Conservation Division, Marathon requests that after notice and hearing as
required by law, the Division enter its order:

A. Approving the creation of a 320-acre, more or less, spacing unit covering
the W/2 of Section 18, Township 24South, Range 34 East, NMPM, Lea County, New Mexico
covering the Wolfcamp formation;

B. Pooling all mineral interests in the Wolfcamp formation underlying this
spacing unit;

C. Designating Marathon as operator of this unit and the well to be drilled
thereon;

D. Approving Marathon’s allocation formula;

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

F. Approving actual operating charges and costs charged for supervision,
together with a provision adjusting the rates pursuant to the COPAS accounting procedure;

G. Setting a 200% charge for the risk involved in drilling and completing the
well in the event a working interest owner elects not to participate in the well.

H. Allowing a period of one (1) year between when the first well is drilled and
when completion operations are commenced for the first well under the order.

Respectfully submitted,

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

Y DU

Deana M. Bennett
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Post Office Box 2168

500 Fourth Street NW, Suite 1000
Albuquerque, New Mexico 87103-2168
Telephone: 505.848.1800

Attorney for Applicant



CASE NO. 20169: Amended Application of Marathon Qil Permian LLC for a spacing unit
and compulsory pooling, Lea County, New Mexico. Applicant seeks an order from the Division:
(1) approving the creation of a 320-acre, more or less, spacing unit covering the W/2 of Section
18, Township 24 South, Range 34 East, NMPM, Lea County, New Mexico underlying the
Wolfcamp formation; and (2) pooling all uncommitted mineral interests in the proposed spacing
unit. This proposed spacing unit will be dedicated to the Ned Pepper Federal 24 34 18 WA 2H,
Ned Pepper Federal 24 34 18 WXY 6H, and Ned Pepper Federal 24 34 18 WA 9H wells, to be
horizontally drilled. The producing area for the wells will be orthodox. Also to be considered will
be the approval of Marathon’s allocation formula, the cost of drilling and completing said wells,
the allocation of these costs as well as the actual operating costs and charges for supervision,
designation of Marathon as operator of the wells, and a 200% charge for risk involved in drilling
said wells, and allowing a one year period between when the first well is drilled and when
completion operations are commenced for the first well drilled. Said area is located approximately

20 miles northwest of Jal, New Mexico.
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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 COMPUSLORY
POOLING, LEA COUNTY, NEW MEXICO.

CASE NO. 20169

AFFIDAVIT
STATE OF TEXAS
) ss.
COUNTY OF MIDLLAND )
Ryan Gyllenband, being duly sworn, deposes and states:

I. I am over the age of 18, I am a landman for Marathon Oil Permian LLL.C and have
personal knowledge of the matters stated herein. [ have been qualified by the Oil Conservation
Division (“Division™) as an expert petroleum landman.

2. I submit the following information pursuant to NMAC 19.15.4.12.A(1) in support
of the above referenced compulsory pooling applications.

3. The purpose of this application is to force pool working interest owners into the
horizontal spacing unit described below, and in the wells to be drilled in the unit.

4. No opposition is expected because the interest owners being pooled have been
contacted regarding the proposed wells, but have failed or refused to voluntarily commit their
interests in the wells.

5. Marathon seeks an order from the Division pooling all uncommitted mineral

interest within 2 Wolfcamp spacing unit underlying the W/2 of Section 18, Township 24 South,

Range 34 East, NMPM, lL.ea County, New Mexico.
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6. This proposed spacing unit will be dedicated to the Ned Pepper 18 WA Federal
2H, Ned Pepper 18 WXY Federal 6H, and Ned Pepper 18 WA Federal 9H wells, to be
horizontally drilled.

7. I have conducted a diligent search of the public records in the county where the
wells are located, and conducted phone directory and computer searches to locate contact
information for parties entitled to notification, and mailed all parties well proposals, including an
Authorization for Expenditure. In my opinion, Marathon has made a good faith effort to obtain
voluntary joinder of the working interest owners in the proposed wells.

8. A lease tract map outlining the unit being pooled is attached hereto as Exhibit A.
The parties being pooled and the percent of their interests is also included as part of Exhibit A.

9. Ownership is uniform across the Wolfcamp formation except for a 5.02083320 net
acre interest (*5 Acre Interest™) which changes working interest ownership at 100" below the top
of the Wolfcamp formation.

10.  The ownership change was created by a depth release clause in an oil and gas lease
when the lease expired as to depths 100’ below the decpest producing formation. The language
creating the ownership change is provided in Exhibit B.

11. One working interest owner owns that 5 Acre Interest as 1o the top 100’ of the
Wolfcamp, and another working interest owner owns that 5 Acre Interest as to depths below 100°
from the top of the Wolfcamp.

12.  Marathon has reached an agreement with the affected working interest owners as
1o allocation with respect to the 5 Acre Interest.

13.  Marathon is not requesting that the Division approve an allocation formula and

Marathon withdraws that request from its application.
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14.  Attached as Exhibit C arc proposed C-102s for the wells. The wells will develop
the Antelope Ridge (Wolfcamp) pool, pool code 2220, which is a(n) oil pool.

15. Marathon was required to change the well names by the Bureau of Land
Management which is why the C-102s have a different well name than the application. Marathon
requests that the order use the well names as identified on the C-102s.

16.  The producing interval for the wells will be orthodox and will comply with the
Division’s set back requirements.

17.  The location of the Ned Pepper Federal 24 34 18 WXY 6H well is less than 330’
from the adjoining 40-acre tracts and the Division’s rules allow for the inclusion of proximity
tracts within the proposed spacing unit for the wells.

18.  Exhibit D is an example of the proposal letters sent to working interest owners.

19.  Exhibit E contains the Authorization for Expenditure for the proposed wells. The
estimated cost of the wells set forth therein is fair and reasonable, and is comparable to the costs
of other wells of similar depths and length drilled in this area of New Mexico.

20.  Marathon requests overhead and administrative rates of $7,000/month for drilling
a well and $700/month for a producing well. These rates are fair, and comparable to the rates
charged by other operators for wells of this type in this arca of Southeastern. New Mexico.
Marathon requests that these rates be adjusted periodically as provided in the COPAS Accounting
Procedure.

21.  Marathon requests the maximum cost plus 200% risk charge be assessed against
non-consenting working interest owners.

22.  Marathon requests that it be designated operator of the wells.
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23.  Marathon requests that it be allowed a period of one (1) year between when the
wells are drilled and when the first well is completed under the order.

24.  The partics Marathon is secking to pool were notified of this hearing.

25.  Marathon requests that overriding royalty interest owners be pooled.

26.  Exhibit F is an affidavit of notice prepared by counsel for Marathon that shows the
parties who were notified of this hearing, the status of whether they received notice, and an
affidavit of publication from the Hobbs News Sun newspaper, showing that notice of this hearing
was published on May 1. 2019.

27.  The attachments to this affidavit were prepared by me, or compiled from company
business records, or were prepared at my direction.

28. I attest that the information provided herein is correct and complete to the best of

my knowledge and belief.

29.  The granting of these applications is in the interests of conservation and the

prevention of waste.

[Signature page follows]
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'B4an Gyllesband

SUBSCRIBED AND SWORN to before me this 14th day of May, 2019 by Ryan
Gyllenband on behalf of Marathon Oil Permian LLC.

./
ATOuANG A~
My commission expires:_/ /(93 SIS
#F0,  JESSICAGORMAN
& w2 Notary Public, State of Texas |

,,:%';p:,-,.- .w‘: Com;‘nission Expires 01-23-2023
i

o
S
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Exhibit “A” Lease Tract Map

Ned Pepper 18 WA Federal Com 2H, Ned Pepper 18 WXY Federal Com 6H, Ned Pepper 18 WA Federal Com 9H

W/2 of Section 18, 24S-34E — 320 acres

Tract 1: Fed Acreage
Tract 2: Fee Acreage
Tract 3: Fee Acreage
Tract 4. Fee Acreage

EXHIBIT

A

Tract 1

Tract 2 § Tract 3

Tract 4

A\
Marathon Qil



Exhibit “A” Summary of Interests

Ned Pepper 18 WA Federal Com 2H, Ned Pepper 18 WXY Federal Com 6H, Ned Pepper 18 WA Federal Com 9H
W/2 of Section 18, 24S-34E — 320 acres

Committed Working Interest: 61.525215%
Marathon Qil Permian LLC 61.083326%
Joel Talley 0.441889%
Uncommitted Working Interest: 37.076551%
COG Operating, LLC 34.056802%
Energen Resources Corporation 2.044823%
MRC Permian Company 0.974927%
Unleased Mineral Interest: 1.398234%
Estate of Cloma Mize Perkins 0.441889%
Foundation Minerals, LLC 0.347309%
Mavros Minerals, LLC 0.295213%
Estate of R.S. Cinco Rogers 0.261725%
Oak Valley Mineral and Land, LP 0.052097%

(/Y]
MarathonOil
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Exhibit “B” Depth Severance — Wolfcamp
Ned Pepper 18 WA Federal Com 2H, Ned Pepper 18 WXY Federal Com 6H, Ned Pepper 18 WA Federal Com 9H

S Attre end Of the Pimary Term tho Lease shail terminate and Lessee shyll release ab of the land covered he-eby SAVE AND EXCEPT
THE DEVELOPED ACREAGE For purcoses hereol, only the following shal te deemned "Developed Ac’eayge”

1) The mimmum acreage (as nearty 1n the form of a8 sgua“e Or 1ecltangic as practcable) in a praratton unit properly assigned 1o a compieted
vertical well or honzontal well capable of progucing o or gas in commarcial quanryties to quatty such we | for max:mum prorat:on allowable urder 1aw
ard governmen:al fules and regulahons estabi:ishing apphcabie fielg rules For purposes heredf, statewide rules snail nct be regarded as held rules

() in the absence of feld rutes fonng the atlowable proguction e refation to assigned acreage. each such proration unit shall contan
the acreage assigned {C each wel capable of progucing o or 3as in commercial guanthes as fcllows 40 acres for each vertical ool wel anc
320 acres of .ess fcr each verical gas well, and such ‘arger number of acres permitted by reguiatory authomty 1o be dedica‘ed to each horizonta!
compieton for ol or gas

{m} All geptrs from the suriace down to one hundred (100) feet below the deepest formation producing in paying quanttes at the end of
the Primary Term a3 to each such respectively assignea proraton un:

EXHIBIT ANY

g ﬁ MarathonQil
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District|
1625 N. Fronch Dr., Hobbs, NM 88240
Phone: (575) 393-6161 Fax: (575) 3930720

District T
811 S. First St, Artesia, NM 88210
Phone: (575) 748-1283 Fax: (575) 748-9720

District Il
1000 Rio Brazos Road, Aztec, NM 87410
Phone: (505) 334-6178 Fax: (505) 334-6170

District IV
1220 S. St. Francis Dr., Santa Fe, NM 87505
Phone: (505) 476-3460 Fax: (505) 476-3462

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 1, 2011
Submit one copy to appropriate
District Office

] AMENDED REPORT

WELL LOCATION AND ACREAGE DEDICATION PLAT

! API Number ? Pool Code } Pool Name
2220 ANTELOPE RIDGE (WOLFCAMP)
“Property Code % Property Name S Well Number
NED PEPPER 18 WA FEDERAL COM 2H
"OGRID No. ? Operator Name ? Elevation
372098 MARATHON OIL PERMIAN, LLC 3,567
» Surface Location
UL or lot no. Section | Township Range Lot Idn Feet from the North/South line Feet from the East/West line County
M 18 24-S 34-E 723 SOUTH 611° WEST LEA
» Bottom Hole Location If Different From Surface
UL or lot no. Section | Township Range Lotldn Feet from the North/South tine Feet from the East/West line County
D 18 24-8 34-E 100 NORTH 660 WEST LEA
' Dedicated Acres | Joint or Infill  |' Consolidation Code |'* Order No.
320

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.

100' N 89°31'27" € 2631.92 _ SECTION 7 N 89°31'27" E _2631.92' 4| 7OPERATOR CERTIFICATION
n A ol - Ihereby cenify that the information contained herein is true and
7-666-’——“ (LTP) | 4 LAST TAKE PO!NT/BOITTOM HOLE LOCATION S e e e
/]
7 (BHL) I N / NAD 83 NM EAST 1 organization either owns a working interest or unleased mineral
V, 100' FNL & 660° FWL o
7 I ‘ ;(2 272942‘787‘.27 Y: 446387.12 | interest in the land including the proposed botiom hole location or
Y LAT: 32.224548'N LONG: 103.515379°W .| hasa right o it his well at this location
of, | W E 4 NAD 27 NM EAST o | Meanshe “ pstanto @ conract
0’5 A X: 753093.00 Y: 446328.36 : | with an owner of such a mineral or working interest, or to a
ot | 4 AT: 32.224424'N LONG: 103.514903'W a ) .
0 A 1 |8 voluntary pooling agreement or a compulsory pooling order
o | s 7 | 17 | heretofore entered by the division.
Wi
e - — - — —— — — % —— — — — N — — — — — |,
ml CORNER COORDINATES a
N7 | 7 S g | = b
v, A=~ X 16.50 Y: 44648164
SF | S ADATUM 7 B - X: 79624833 Y. 44650349 8
8 4 c - x 94.68 Y: 441223.81
2F | bl I edls 7 D — X: 793658.56 Y: 441201.83 | Printed Name
4 |9 500 1000" CORNER COORDINATES
2 el 7 5243223 v: 44642288
o8] A A-X . T 44 . ]
bt © | 1 B ~ X: 755064.05 Y: 446444.74 | & | Ermail Address
» @ | v C — X: 755110.14 Y: 441165.19 -
N 5’). 4 P D - X 752474.{)2 Y: 441143.20 J.o
f =
el A - i 4 18 1 19 »SURVEYOR
[72]
Zr | 1’| CERTIFICATION
o] i KICK OFF POINT
5F 5': I 7 HNKSTB;N;«EA POINT ! 1 hereby certify that the well location shown on
wr o~ Y : NS 5
w N 100’ FSL & 660° FWL O | this plat was plotted from field notes of actual
) 8 | / X: 79431774 Y 441307.33 & | 1Hisplat was plotted from fi 4
7
4 2 > | 4 LAT: 32.210585'N LONG: 103.515374'W 2 | surveys made by me or under my supervision
NM J
14 19
4 4 4 X: 753133.20 Y: 441248.70 ~ :
R | Y LAT: 32.210460°N LONG: 103.514898W I | and that the same is true and correct to the best
N4 | 7 I | of my belief
g — W4 — — — — — 3 — — — ——— Eh——— ———3 D
Wl Y | 49119 i e
‘: f | 7 l |°8 Date of Survey H
o~ F, ) .
& 7 | / SURFACE HOLE LOCATION o | Signature and
611 Y 723 FSL & 611° FWL
z ?"““ (SHL) ! % X: 794264.22 Y: 441929.88
% | Y, LAT: 32.212297'N LONG: 103.515531°W .
o 27 NM L
A | 4 X: 753079.71 Y: 441871.23 7 ﬁ
7 ™I (koP) LAT: 32.212173N LONG: 103.515055'W -
“ l / 20450
’C___ 024" -l ST ] Cetidl
SECTION 19 S 89°31'20" W 2636.22
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District |
1625 N. French Dr., Hobbs, NM 88240

Phone: (575) 393-6161 Fax: (575) 393-0720

District II

811 S. First St., Artesia, NM 88210

Phone: (575) 748-1283 Fax: (575) 748-9720
District Ill

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

District IV
1220 S. St. Francis Dr., Santa Fe, NM 87505
Phone: (505) 476-3460 Fax: (505) 476-3462

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 1, 2011
Submit one copy to appropriate
District Office

] AMENDED REPORT

WELL LOCATION AND ACREAGE DEDICATION PLAT

! API Number 2 Pool Code * Pool Name
2220 ANTELOPE RIDGE (WOLFCAMP)
“ Property Code $ Property Name ¢ Well Number
NED PEPPER 18 WXY FEDERAL COM 6H
"OGRID No. * Operator Name ? Elevation
372098 MARATHON OIL PERMIAN, LLC 3,568’
*» Surface Location
UL or lot no. Section | Township Range Lot Idn Feet from the North/South line Feet from the East/West line County
M 18 24-S 34-E 724 SOUTH 641' WEST LEA
» Bottom Hole Location If Different From Surface
UL or lot no. Section | Township Range Lot kdn Feet from the North/South line Feet from the East/West line County
C 18 24-S 34-E 100 NORTH 1,320' WEST LEA
' Dedicated Acres |" Joint or Infill | Consolidation Code | Order No.
320

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.
; Jyp— ) ”
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s w
N—— -4 ——— A — — — — — —NEfd—— — — — — ] :
o~ 4 =)
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. . ) \
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v [N E— 7 |
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~ F o Py D - X: 75247402 Y: 441143.20 /S
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- = 187 i 15| “SURVEYOR
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Form C-102

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

State of New Mexico
Energy, Minerals & Natural Resources Department
OIL CONSERVATION DIVISION
1220 South St. Francis Dr.
Santa Fe, NM 87505

Distrist]
1625 N. French Dr., Hobbs, NM 88240
Phone: (575) 393-6161 Fax: (575) 393-0720

Distict I

811 S. First St.,, Artesia, NM 88210

Phonc: (575) 748-1283 Fax: (575) 748-9720
District 11

1000 Rio Brazos Road, Aztec, NM 87410
Phone: (505) 334-6178 Fax: (505) 334-6170 D AMENDED REPORT
District IV

1220 S. St. Francis Dr., Santa Fe, NM 87505
Phone: (505) 476-3460 Fax: (505) 476-3462

WELL LOCATION AND ACREAGE DEDICATION PLAT

' API Number ? Pool Code * Pool Name
2220 ANTELOPE RIDGE (WOLFCAMP)
“Property Code " ¥ Property Name $ Well Number
NED PEPPER 18 WA FEDERAL COM 9H
"OGRID No. ¢ Operator Name ? Elevation
372098 MARATHON OIL PERMIAN, LLC 3,563
» Surface Location
UL or lot no. Section | Township Range Lot 1dn Feet from the North/South line Feet from the East/West line County
N 18 24-S 34-E 645' SOUTH 2,424’ WEST LEA
» Bottom Hole Location If Different From Surface
UL or lot no. Section | Township Range Lot Idn Feet from the North/South line Feet from the East/West line County
C 18 24-S 34-E 100 NORTH 2,302 WEST LEA
2 Dedicated Acres | Jointor Infill | Consolidation Code | '* Order No.
320

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.

N 89°31'27" E_ 2631.92 1Q0' SECTION 7 N 89°31'27" E _2631.92' ! "OPERATOR CERTIFICATION
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f;\::;::‘r ?o';e:daramon Oil Permian LLC M a rathon Oi r

T-O Land & Minerals, Inc., Agent
25465 Scenic Loop Rd.

San Antonio, Texas 78255
Telephone: 210.826-3000

Email: smartinez@t-oland.com

April 13,2018
VIA CERTIFIED L RETURN EIPT RE STED
7018 0040 0000 3767 7882

Energen Resources Corporation

605 Richard Arrington Jr. Blvd. North

Birmingham, AL 35203

Re: Ned Pepper 1H, 2H, 4H, 6H, 7H, 9H, 12H, 15H & 18H Well Proposals
Section 18, T24S-R34E
Lea County, New Mexico

Dear Energen Resources Corporation:

Marathon Oil Permian LLC (“Marathon™) proposes the drilling of the following wells located in Section 18,
24S-34E, Lea County, New Mexico, all to be drilled from two surface pad location.

*  Ned Pepper Federal 24-34-18 TB 1H with a proposed surface hole location in the SW/4 of Section
18, 24S-34E, and a proposed bottom hole location in the NW/4 NW/4 of Section 18, 24S-34E. The
well will have a targeted interval located in the 3" Bone Springs Formation (~16,842° TVD) with a
treated lateral length of approximately 4,610°. The total estimated drilling and completion cost is
$6,934,817 as shown in the attached AFE.

e  Ned Pepper Federal 24-34-18 WA 2H with a proposed surface hole location in the SW/4 of Section
18, 24S-34E, and a proposed bottom hole location in the NW/4 NW/4 of Section 18, 24S-34E. The
well will have a targeted interval located in the Wolfcamp A Formation (~17,123 TVD) with a
treated lateral length of approximately 4,610°. The total estimated drilling and completion cost is
$7,077,917 as shown in the attached AFE.

e Ned Pepper Federal 24-34-18 TB 4H with a proposed surface hole location in the SW/4 of Section
18, 248-34E, and a proposed bottom hole location in the NE/4 NW/4 of Section 18, 24S-34E. The
well will have a targeted interval located in the 3" Bone Springs Formation (~16,842 TVD) with a
treated lateral length of approximately 4,618’. The total estimated drilling and completion cost is
$6,934,817 as shown in the attached AFE.

e Ned Pepper Federal 24-34-18 WXY 6H with a proposed surface hole location in the SW/4 of Section
18, 24S-34E, and a proposed bottom hole location in the NW/4 of Section 18, 24S-34E. The well
will have a targeted interval located in the Wolfcamp XY Formation (~17,638’ TVD) with a treated
lateral length of approximately 4,614°. The total estimated drilling and completion cost is
$7,196,667 as shown in the attached AFE.

e  Ned Pepper Federal 24-34-18 TB 7H with a proposed surface hole location in the SE/4 of Section
18, 248-34E, and a proposed bottom hole location in the NE/4 of Section 18, 24S-34E. The well
will have a targeted interval located in the 3" Bone Springs Formation (~17,438’ TVD) with a
treated lateral length of approximately 4,626°. The total estimated drilling and completion cost is
$7,196,667 as shown in the attached AFE.

e Ned Pepper Federal 24-34-18 WA 9H with a proposed surface hole location in the SW/4 of Section
18, 24S-34E, and a proposed bottom hole location in the NE/4 NW/4 of Section 18, 24S-34E. The
well will have a targeted interval located in the Wolfcamp A Formation (~17,123° TVD) with a
treated lateral length of approximately 4,618°. The total estimated drilling and completion cost is
$7,077,917 as shown in the attached AFE.
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o Ned Pepper Federal 24-34-18 WXY 12H with a proposed surface hole location in the SE/4 of
Section 18, 24S-34E, and a proposed bottom hole location in the NW/4 NE/4 of Section 18, 24S-
34E. The well will have a targeted interval located in the Wolfcamp XY Formation (~16,985 TVD)
with a treated lateral length of approximately 4,622 The total estimated drilling and completion
cost is $7,169,948 as shown in the attached AFE.

e Ned Pepper Federal 24-34-18 WA 15H with a proposed surface hole location in the SE/4 of Section
18, 24S-34E, and a proposed bottom hole location in the NE/4 of Section 18, 24S-34E. The well
will have a targeted interval located in the Wolfcamp A Formation (~17,123” TVD) with a treated
lateral length of approximately 4,626°. The total estimated drilling and completion cost is
$7,175,348 as shown in the attached AFE.

¢ Ned Pepper Federal 24-34-18 WXY 18H with a proposed surface hole location in the SE/4 of
Section 18, 24S-34E, and a proposed bottom hole location in the NE/4 NE/4 of Section 18, 24S-
34E. The well will have a targeted interval located in the Wolfcamp XY Formation (~16,985 TVD)
with a treated lateral length of approximately 4,629°. The total estimated drilling and completion
cost is $7,169,948 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.

Marathon proposes drilling the wells under the terms of the 1989 AAPL JOA and if you are interested in
participating a form of this JOA will be sent to you following this proposal. The JOA will have the following
general provisions:

o 100%/300%/300% non-consent penalty
e $7,000/$700 drilling and producing rates
e Contract area of Section 18, 24S-34E, covering all depths

Our title records indicate that you: own 0.783208% WI in the proposed unit.

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:

This term assignment offer terminates on May 15, 2018 and is subject to due diligence and title verification
satisfactory to Marathon.

Should you have any questions regarding this or other matters, please do not hesitate to contact me via the
phone number or email address listed above.



Sincerely,

Steven Martinez
Land Agent for Marathon Oil Permian, LLC

Energen Resources Corporation elects to participate in the drilling, completing, and equipping of
the Ned Pepper Federal 24-34-18 TB 1H.

Energen Resources Corporation elects NOT to participate in the drilling, completing, and equipping
of the Ned Pepper Federal 24-34-18 TB 1H.

Energen Resources Corporation elects to participate in the drilling, completing, and equipping of
the Ned Pepper Federal 24-34-18 WA 2H.
Energen Resources Corporation elects NOT to participate in the drilling, completing, and equipping
of the Ned Pepper Federal 24-34-18 WA 2H.

Energen Resources Corporation elects to participate in the drilling, completing, and equipping of
the Ned Pepper Federal 24-34-18 TB 4H.

Energen Resources Corporation elects NOT to participate in the drilling, completing, and equipping
of the Ned Pepper Federal 24-34-18 TB 4H.

Energen Resources Corporation elects to participate in the drilling, completing, and equipping of
Ned Pepper Federal 24-34-18 WXY 6H.

Energen Resources Corporation elects NOT to participate in the drilling, completing, and equipping
of the Ned Pepper Federal 24-34-18 WXY 6H.

Energen Resources Corporation elects to participate in the drilling, completing, and equipping of
Ned Pepper Federal 24-34-18 TB 7H.

Energen Resources Corporation elects NOT to participate in the drilling, completing, and equipping
of the Ned Pepper Federal 24-34-18 TB 7H.

Energen Resources Corporation elects to participate in the drilling, completing, and equipping of
Ned Pepper Federal 24-34-18 WA 9H.

Energen Resources Corporation elects NOT to participate in the drilling, completing, and equipping
of the Ned Pepper Federal 24-34-18 WA 9H.

Energen Resources Corporation elects to participate in the drilling, completing, and equipping of
Ned Pepper Federal 24-34-18 WXY 12H.

Energen Resources Corporation elects NOT to participate in the drilling, completing, and equipping
of the Ned Pepper Federal 24-34-18 WXY 12H.

Energen Resources Corporation elects to participate in the drilling, completing, and equipping of
Ned Pepper Federal 24-34-18 WA 15H.
_ Energen Resources Corporation elects NOT to participate in the drilling, completing, and equipping
of the Ned Pepper Federal 24-34-18 WA 15H.

Energen Resources Corporation elects to participate in the drilling, completing, and equipping of
Ned Pepper Federal 24-34-18 WXY 18H.

Energen Resources Corporation elects NOT to participate in the drilling, completing, and equipping
of the Ned Pepper Federal 24-34-18 WXY 18H.



Energen Resources Corporation

By:

Print Name:

Title:

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

DATE______ /sja018
DRILLING & LOCATION PREPARED BY JACOB BEATY

COMPLETION PREPARED BY JOSH SHANNON
FACILITIES PREPARED BY MATT HENSCHEN
ARTIFICIAL LIFT PREPARED BY TOMMY MA2AL

Asset Team PERMIAN
Field 9 FORMATION: WOLFCAMP A WILDCAT EXPLORATION
Lease/Facliity NED PEPPER 18 WA FEDERAL COM 2H DEVELOPMENT RECOMPLETION
Location LEA COUNTY X _EXPLOITATION WORKOVER
Prospect RED HILLS
Est Total Depth 12,123 Est Drilling Days 219 EstC Days 5.5
LOCATION COST - INTANGIBLE
GL CODE DESCRIPTION ESTIMATED COST
7001270 Location and Access 28,000
7001250 Land Broker Fees and Services = 36,000

TOTAL LOCATION COST - INTANGIBLE

64,000

DRILUING COST - TANGIBLE

7012050 Conductor Pipe 28,000
7012050 Surface Casing 34,000
7012050 Intermediate Casing 1 144,000
7012050 Intermediate Casing 2 280,000
7012050 Production Casing 60,000
7012050 Drig Liner Hanger, Tleback €q & Csg Accessorles $5,000
7012550 Driliing Wellhead £Equlpment 70,000
7012040 Casing & Tublng Access 24000
7012270 Miscellaneous MRO Materlals o
TOTAL DRILLING - TANGIBLE 695,000
DRILLING COST - INTANGIBLE
7019200 Orliling Rig Mob/Demob 26,000
7019220 Orilling Rig - day work/footage 438,000
7018040 Directionas! Drliling Services 181,250
7013020 Cement and Cementing Service Surface 20,000
7018020 Cement and Cementing Service Intermediate 1 25,000
7019020 Cement and C Senvice Intermediate 2 45,000
7019020 Cement and Cementing Service Production 45,000
70193140 Mud Fluids & Services 65,500
7012310 Solids Control equipment 35,000
7012020 sits 70,000
7019010 Casing Crew and Services 30,000
7016350 Fuel (Rig) 67,000
7019140 Fuel (Mud) 18,000
7001460 Water (non potable} 25,000
7019000 Well Logglng Services -
7019150 Mud Loggingegeosteering 18,000
7019250 Stabllizers, Hole Openers, Underreamers (DH rentais) 15,000
7019110 Casing Inspection/deaning 15,000
7019110 Driit plpe/collar Inspection services 10,000
7016180 Frelght - truck 25,000
7001460 Water hauling and disposal (includes soll farming) 135,000
7001440 Vacuum Trucks 20,000
7000030 Contract Labor - general 30,000
7018150 Rentsl Tools and Equipment (surface rentals) 87,600
7018150 Rig Equipment and Misc. 6,570
7001110 Telecommunications Services 10,000
2001120 Consulting Services 102,930
7001400 Safety and Environmental 10,000
7018120 Rentsl Bulldings (trallers)
7019310 Coring (stdewalls & analysls)
7011010 8% Contingency & Taxes 181,988
TOTAL DRILLING - INTANGIBLE $1,761,838
TOTAL DRILLING COST $2,456,838
COMPLETION - TANGIBLE
7012580 Tublng N — _...15.000
7012640 Tublng Accessorles (nipple, wirellne entry) 15,000
7012550 Wellhead Equip 20,000
7012560 Packers - Completion Equipment . 38,850
TOTAL COMPLETION - TANGIBLE $148,850
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MARATHON OIL PERMIAN LLC
AUTHORITY FOR EXPENDITURE

DETAIL OF ESTIMATED

Asset Team
Field
Lease/Facility

WELLCOSTS

PERMIAN
[ FORMATION: WOLFCAMP A
NED PEPPER 18 WA FEDERAL COM 2H

COMPLETION - INTANGIBLE

DATE __8ja018

GL CODE DESCRIPTION ESTIMATED COST
7001270 Locatlon and Access {dress location after rig move, set anchors) 20,000
7019220 Orilfing Rig Durlng Completion 20,000
7019140 Mud Fulds & Services -
7019030 Coiled Tubing Services (3 runs) 140,000
7019240 Snubblng Services 25,000
7019270 Pulling/Swab Units 10,000
7016350 Fuel {from drig)

7019010 Casing Crew and Services

7019020 Cement and Cementing Services -
7019080 Well Testing Services {flow hand & equlp) 71,000
7019320 Fracturing Services 1,860,000
7019330 Perforating 124,000
7019360 Wirellne Services -
7001460 Water Haullng & Dis yisalifrac flulds) 550,000
7016180 Frelght - Truck (haul pipe; drig & compl) 40,000
7018150 BOP Rental & Testing

7018150 Rental Tools and Equipment { Ind dslg: lightplant,hydra-walk) -
7018150 €T Downhole Rental Equipment {le. Bit, BHA) 45,000
7000030 Contract Labor - general 75,000
7001110 TYelecommunications Services 25800
7001400 Safety and Environmental .

7001120 < Sesvices 30,000
7018150 Zpper Manifold 57,600
7019300 Frack Stack Rentals - N 39,000
7016190 Freight (Transportation Services) -
7018150 Equipment Rental { w/o aperator, frac tanks, lightplants) 100,000
7018120 Rental Bulldings (trailers 5$5,000
7000030 Contract Labor < Pumplng (purnp-down pumps} S 42,000
7011010 8% Contingency & Taxes — 264,928

TOTAL COMPLETION - INTANGIBLE ,,.531.5_9_3452_8
TOTAL COMPLETION COST $3,742,378
SURFACE EQUIPMENT - TANGIBLE
7012350 Misc. Piping, Fittings & Valves 69,412
7006640 Company labos&8urden -

7000030 Contract Labod - General S8,315
7001110 Telecommunication equlp (Telemetry) -
7012410 Line Pipe & Accessorles 23,758
7012270 Miscellaneous Materlals (containment system) 37,163
7008060 SCADA N .
7016180 Freight - truck -
7001190 Contract Engineering 29,16
7012290 Metering and Instrumentation 234427
7012290 18.€ Materlals .
7012200 Gas Treating
7012200 Dehydration .
7012010 Compressor
7012350 Power
7012610 Vapor Recovery Unit .
7012840 Separator & other pressure vessels 71,228
7012500 Yanks 138,995
7012100 Heater Yreater 10,398
7012640 Flare & Accessories 20,963
7000010 Electrical Labor 23,293
7000010 Mechanical Labor
7012480 Rod Pumping unit & Pad -
7012180 Pumping Unit Engine .
7012350 Electrical Power (electrical cooperatlve construction costs) 18,634

TOYAL SURFACE EQUIPMENT - TANGIBLE $73$I701
TOTAL SURFACE EQUIPMENT COST $ 7135701
ARTIFICIAL UFT

7006640 Company Labor 3,000
7012180 Gas Lift Equipment 23,000
7012080 Rod Pumping, Sucker Rods & Rod Pump
7012140 Elect Sub Pumps {ESP)

7019350 Well Services-Well/Wellhead Services 22,500
7012270 Materials & Supplies-Tangible 25,000
7012550 Surface Wellhesd Equipment 3,000
7012330 Pig Launchers/Receivers & Rel Equip
7011010 8% Contingency & Taxes 2,500

TOTAL ARTIFICIAL LIFF

79,000

TOTAL ARTIFICIAL LIFT COST

$ 79,000

SUMMARY OF ESTIMATED DRILLING WELL COSTS

TOTAL LOCATION COST
TOTAL DRILLING COST
TOTAL COMPLETIONS COST

TOTAL COST

$ 64,000
$ 2,456,838
$ 3,742,378




TOTAL SURFACE EQUIPMENT COST $ 735,701
TOTAL ARTIFICIAL LIFT COST $ 79,000

GRAND TOTAL COSY $7,077,917



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

DATE 1/8/2018

DRILLING & LOCATION PREPARED BY KYLE SCHRINER

COMPLETION PREPARED BY JOSH SHANNON
FACILITIES PREPARED BY MATT HENSCHEN

ARTIFICIAL LIFT PREPARED BY TOMMY MAZAL

Asset Team PERMIAN
Fleld [ FORMATION: WOLFCAMP XY ____WILDCAT ___ EXPLORATION
Lease/Facllity NED PEPPER 18 WXY FEDERAL COM 6H ____DEVELOPMENT _____ RECOMPLETION
Location LEA COUNTY _X_EXPLOITATION ____ WORKOVER
Prospect RED HILLS
Est Total Depth 17,638 Est Dritling Days 234 Est Ce Days 5.5
LOCATION COST - INTANGIBLE
GL CODE DESCRIPTION ESTIMATED COST
7001270 Location and Access 32,000
7001250 Land Broker Fees and Services 36,000
TOTAL LOCATION COST - INTANGIBLE 68,000
DRILLING COST - TANGIBLE
7012050 Conductor Pipe 28,000
7012050 Surface Casing 36,000
7012050 dlate Casing 1 148,000
7012050 intermediate Casing 2 273,000
7012050 Production Casing 61,000
7012050 Drig Liner Hanger, Tieback Eq & Csg Accessorles 55,000
7012550 Drilling Wellhead Equipment 70,000
7012040 Casing & Tubing Access 24,000
7012270 Miscellaneous MRO Materials
TOTAL DRILLING - TANGIBLE 695,000
DRILLING COST - INTANGIBLE
7019200 Orilling Rig Mob/Demob 30,000
7019220 Orifling Rig - day work/footage 468,000
7019040 Directional Drilling 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 Intermedlate 2 50,000
7019020 Cement and Cementing Service Production 50,000
7019140 Mud Flulds & Services 67,000
7012310 Sollds Control equipment 43,000
7012020 Bits 70,000
7019010 Casing Crew and Services 30,000
7016350 Fuel (Rig) 72,000
7019140 Fuel (Mud) 18,000
7001460 Water (non potable) 25,000
7019000 Well Loggling Services -
7019150 Mud Logging+geosteering 19,000
7019250 Stabllizers, Hole Openers, Underreamers (OH rentals) 15,000
7019110 Casing Inﬁcﬂan{dnnln‘ 15,000
7019110 Oritl pipe/cofiar inspection services 10,000
7016180 Freight - truck 25,000
7001460 Water hauling and disposal {Includes soll farming) 135,000
7001440 Vacuum Trucks 20,000
7000030 Contract Labor - general 30,000
7018150 Rental Tools and Equipment (surface rentals) 93,600
7018150 Rig Equipment and Misc. 7,020
7001110 /| Services 10,000
7001120 Consutting Services 109,980
7001300 Safety and Environmental 10,000
7018120 Rental Buildings {trallers) F
7019310 Coring {sidewalls & anatysis) £
7011010 8% Contingency & Taxes 190,488
TOTAL DRILLING - INTANGSBLE $1,876,588
TOTAL DRILLING COST __ $2,571,588
COMPLETION - TANGIBLE
——J012580 Jubing 75,000
—_Jo12080 Jubing Accessorles (nipple; wireline entry) 15000
—Joi2550 Welthead Equlp _ 20,000
—Zoizsed Packers - Completion Equipment 38,850

TOTAL COMPLETION - TANGIBLE

$148,850




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

DATE 1/8/2018

Asset Team PERMIAN
Field 0 FORMATION: WOLFCAMP XY
Lease/Facility NED PEPPER 18 WXY FEDERAL COM 6H
COMPLETION - INTANGIBLE
GL CODE DESCRIPTION ESTIMATED COST
7001270 Locatlon and Access {drass location after rig move, set anchors) 20,000
7019220 Driiling Rig During Completion 20,000
7019140 Mud Flulds & Services -
7019030 Colied Tubing Services {3 runs) 140,000
7019240 Snubbing Services 25,000
7019270 Pulling/Swab Units 10,000
7016350 Fuel {from drig) -
7019010 Caslng Crew and Services
7019020 Cement and Cementing Services x
7019080 Well Testing Services {flow hand & equip) 71,000
7019320 Fracturing Services 1,860,000
7019330 Perforating 124,000
7019360 Wireline Services e
7001460 Water Hauling & Disposal {frac fluids} 550,000
7016180 Freight - Truck {haul pipe; drig & compl} 40,000
7018150 BOP Rental & Testing
7018150 Rental Tools and Equipment { Inct drig; lightplant, hydra-walk]
7018150 CT Downhole Rental Equipment {le. Blt, BHA) 45,000
7000030 Contract Labor - general 75,000
7001110 Telecommunications Services 25,000
7001400 Satety and Environmental g
7001120 Consulting Services 30,000
7018150 Zipper Manifold 57,600
7019300 Frack Stack Rentals 39,000
7016190 Freight (Transportation Services) -
7018150 Equipment Rental (w/o operator, frac tanks, lightplants) 100,000
7018120 Rental Bulldings (trallers) §5,000
7000030 Contract Labor - Pumping {pump-down pumps}) 42,000
7011010 8% Contingency & Taxes 264,928
TOTAL COMPLETION - INTANGIBLE - 53593528
TOTAL COMPLETION COST $3,742,378
SURFACE EQUIPMENT - TANGIBLE
7012350 Misc. Piping, Fittings & Valves 69,412
7006640 Company Labor & Burden
7000030 Contract Labor - General 58,315
7001110 Telecommunication equip (Telemetry) -
7012410 Line Pipe & Accessories 23,758
7012270 Miscellaneous Materlals {contalnment system) 37,163
7008060 SCADA .
7016180 Frelght - truck
7001190 Contract Engineering 29,116
7012290 Metering and Instrumentation 234,427
7012290 J&E Materlals .
7012200 Gas Treating
7012200 Dehydration
7012010 Comprassor
7012350 Power
7012610 Vapor Recovery Unit
7012440 Separator & other pressure vessels 71,228
7012500 Tanks 138,995
7012100 Heater Treater 10,398
7012640 Flare & Accessories 20,963
7000010 Electrical Labor 23,293
7000010 Mechanlcal Labor .
7012480 Rod Pumpling unit & Pad
7012180 Pumping Unit Engine
7012350 Electrical Power {electrical cooperative construction costs) 18,634
TOTAL SURFACE EQUIPMENT - TANGIBLE $735,701
TOTAL SURFACE EQUIPMENT COST $ 735,701
ARTIFICIAL LIFT
7006640 Company Labor. 3,000
7012180 Gas Lt Equipment 23,000
7012480 Rod Pumping, Sucker Rods & Rod Pump .
7012140 Elect Sub Pumps (ESP)
7019350 Well Services-Well/Wellhead Services 22,500
7012270 Materlals & Supplles-Tangible 25,000
7012550 Surface Wellhead Equipment 3,000
7012390 Pig Launchers/Receivers & Rel Equip g
7011010 8% Contingency & Taxes 2,500

TOTAL ARTIFICIAL LIFT

79,000

TOTAL ARTIFICIAL LIFT COST $_ 79,000
SUMMARY OF ESTIMATED DRILLING WELL COSTS TOTAL COST
TOTAL LOCATION COST $ 68,000
TOTAL DRILLING COST s 2,571,588
TOTAL COMPLETIONS COST S 3,742,378
TOTAL SURFACE EQUIPMENT COST S 735,701
TOTAL ARTIFICIAL LIFT COST ) 79,000
GRAND TOTAL COST $7,196,667



DATE 1/8/2018

DRILLING & LOCATION PREPARED BY JACOS BEATY
COMPLETION PREPARED BY JOSH SHANNON
FACILITIES PREPARED BY MATT HENSCHEN
ARTIFICIAL LIFT PREPARED BY TOMMY MAZAL

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

Asset Team PERMIAN
Field 0 FORMATION: WOLFCAMP A WILOCAT EXPLORATION
Lease/Facifity NED PEPPER 18 WA FEDERAL COM SH DEVELOPMENT RECOMPLETION
Location LEA COUNTY X_EXPLOITATION WORKOVER
Prospect RED HILLS
Est Total Depth 17,123 Est Drilling Days 21.9 Est C Days 5.5
LOCATION COST - INTANGIBLE
GL CODE DESCRIPTION ESTIMATED COST
7001270 Location and Access 28,000
7001250 Land Broker: Fees and Services 36,000
TOTAL LOCATION COST - INFANGIBLE 64,000
DRILLING COST - TANGIBLE
7012050 Lonductor Pipe 28,000
7012050 Surface Casing 34,000
7012050 ntermediate Casing 1 144,000
7012050 Intermediate Casing 2 280,000
7012050 Production Casing 60,000
7012050 Drig Uner Hanger, Tieback Eq & Csg Accessorias 55,000
7012550 Driliing Wellhead Equipment 70,000
7012040 Casing & Tublng Access 24,000
7012270 Miscellaneous MRO Materials

TOTAL DRILLING - TANGIBLE

695,000

DRILLING COST - INTANGIBLE

7019200 Drliling Rig Mob/Demob 26,000
7019220 Drliling Rig - day work/footage 438,000
7019040 Directlonal Orilling Services 181,250
7019020 Cement and Cementing Service Surface 20,000
7019020 Cement and Cementing Service Intermediate 1 25,000
7019020 Cement and Cementing Service Intermadiate 2 45,000
7019020 Cement and Cementing Service Production 45,000
7018140 Mud Flulds & Services 65,500
7012310 Sofids Controt equipment 39,000
7012020 Bhts 70,000
7019010 Casing Crew and Services, 30,000
7016350 Fue! (Rig) __ 67,000
7019140 Fue! (Mud) 18,000
7001460 Water {non potable} 25,000
7019000 Well Logging Services B
7019150 Mud Logging+geostesring 18,000
7019250 Stabilizers, Hole Openers, Underrearners (DH rentals) 15,000
7019110 Casing inspection/cleaning 15,000
2015110 Orill pipe/collar inspection services 10,000
7016180 Frelght - truck 25,000
7001460 Water hauling and disposal {inctudes soll farming) 135,000
7001440 Vacuum Trucks 20,000
7000030 Contract Labor - general 30,000
7018150 Rental Tools and Equipment {surlace rentals) 87,600
7018150 Rig Equipment and Misc. 6,570
7001110 Telecommunlcations Services 10,
7001120 Consulting Services 102,930
7001400 Satety and Environmental 10,000
7018120 Rental Bulldings {trailers)

7019310 Corlng (sidewalls & analysis)

7011010 8% Contingency & Taxes 181,988

TOTAL DRILLING - INTANGIBLE

$1,761,838

TOTAL DRILLING COST $2,456,838

COMPLETION - TANGIBLE
7012580 Tubing 75,000
7012040 Tubing Accessories (nipple, wireline entry) 15,000
7012550 Wellhead Equip 20,000
7012560 Packers - Completion fquipment 38,850

TOTAL COMPLETION - TANGIBLE

$148,850




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

Asset Team
Fleld
Lease/Facllity

PERMIAN

0

FORMATION: WOLFCAMP A

NED PEPPER 18 WA FEDERAL COM SH

DATE 1/8/2018

COMPLETION - INTANGIBLE

GL CODE DESCRIPTION ESTIMATED COST
7001270 Location and Access (dress location after rig move, set anchors) 20,000
7019220 Drilling Rig Durlng Completion 20,000
7019140 Mud Fluids & Services el
7019030 Colled Tubing Services {3 runs) 140,000
7019240 Snubblng Services 25,000
7019270 Pulling/Swab Units 10,000
7016350 Fuel {from drlg)

7019010 Casing Crew and Services
7019020 Cement and Cementing Services .
7019080 Well Tasting Services {flow hand & egulp) 71,000
7018320 Fracturing Services 1,860,000
7019330 Perforating 124,000
7019360 Wireline Services -
7001460 Water Hauling & Disposal {frac flulds) 550,000
7016180 Freight - Truck {haul pipe; drlg & compl) 40,000
7018150 BOP Rental & Testing -
7018150 Rental Tools and Equipment { Incl drig; lightplant, hydra-walk] -
7018150 CT Downhole Rental Equipment (je. BIt, BHA) 45,000
7000030 Contract Labor - general 75,000
7001210 Telecommunlcations Services 25,000
7001400 Safety and Environmental
7001120 Consulting Services 30,000
7018150 Zipper Manifold 57,600
7019300 Frack Stack Rentals 39,000
7016190 Frelght (Transportation Services) -
7018150 Equipment Rental { w/o operator, frac tanks, lightplants) 100,000
7018120 Rental Bulldings {trallers) 55,000
7000030 Contract Labor - Pumping (pump-down pumps) 42,000
7011010 8% Contingency & Taxes 264,928
TOTAL COMPLETION - INTANGIBLE 53593528
TOTAL COMPLETION COST $3,742,378
SURFACE EQUIPMENT - TANGIBLE
7012350 Misc. Piplng, Fittings & Valves 9,412
7006640 Lompany tabor & Burden -
7000030 Contract Labor - General 58315
Ll o3 ) Telecommunication egulp {Telemetry)
7012420 Line Pipe & Accessorles 23,758
2012270 Miscellaneous Materlals {containment system) 37,163
7008060 SCADA 5
7016180 Freight - truck I

7001190 Contract Engineering 29,116
7012290 Metering and Instrumentation 234,427
7012290 1&E Materials -
7012200 Gas Treating -
7012200 Dehydration
7012010 Compressor
7012350 Power
7012610 Vapor Recovery Unit -
7012440 Separator & other pressure vessels 71,228
7012500 Tanks 138,995
7012100 Heater Treater 10,388
7012640 Flare & Accessorles 20,963
7000010 Electrical Labor 23,293
7000010 Mechanical Labor o
7012480 Rod Pumping unit & Pad
7012180 Pumping Unit Engine
7012350 Electrical Power {electrical cooperative construction costs) 18,634

TOTAL SURFACE EQUIPMENT - TANGIBLE $735,701
TOTAL SURFACE EQUIPMENT COST $ 735,701
ARTIFICIAL LIFT

7006640 Company Labor 3,000
7012180 Gas Lift Equipment 23,000
7012480 Rod Pumping, Sucker Rods & Rod Pump
7012140 Elect Sub Pumps {ESP) -
7019350 Well Services-Well/Wellhead Services 22,500
7012270 Materials & Supplies-Tangible 25,000
7012550 Surface Wellhead Equipment 3,000
7012350 Pig Launchars/Receivers & Re) Equip
7011010 8% Contingency & Taxes 2,500

TOTAL ARTIFICIAL LIFT

79,000

GRAND TOTAL COST

TOTAL ARTIFICIAL LIFT COST $_ 79,000
SUMMARY OF ESTIMATED DRILLING WELL COSTS TOTAL COST
TOTAL LOCATION COST 3 64,000
TOTAL DRILLING COST s 2,456,838
TOTAL COMPLETIONS COST 8 3,742,378
TOTAL SURFACE EQUIPMENT COST s 735,701
TOTAL ARTIFICIAL LIFT COST 3 79,000

$7,077,917
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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 COMPUSLORY
POOLING, LEA COUNTY, NEW MEXICO.

CASE NO. 20169

AFFIDAVIT
STATE OF NEW MEXICO )
) ss.
COUNTY OF BERNALILLO )
Deana M. Bennett, attorney 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 a notice letter and that proof of receipt is attached

Q. / /%%&z%

Deana M. Bennett

hereto.

SUBSCRIBE%;;ND SWORN to before me this 14th day of May, 2019 by Deana M.

Notary Public

Kariene Schuman

NOTARY PUBLIC
STATE OF NEW MEXICO

My commission expires:

EXHIBIT

3 F
2
8




Karlene Schuman
Modrall Sperling Roehl Harris & Sisk P.A.
500 Fourth Street, Suite 1000

Type of Mailing: CERTIFIED MAIL

PS Form 3877

Albuquerque NM 87102 04/03/2019 R
Firm Mailing Book ID: 164236
Reference
Line USPS Article Number Name, Street, City, State, Zip Postage Service Fee RR Fee Rest.Del.Fee Contents
1 9314 8699 0430 0057 6489 21 COG Operating, LLC $1.30 $3.50 $1.60 $0.00 81363-0167 Ned
600 W. Illinois Avenue Notice
Midland TX 79701
2 9314 8699 0430 0057 6489 38 COG Production, LLC $1.30 $3.50 $1.60 $0.00 81363-0167 Ned
600 W. Illinois Avenue Notice
Midland TX 79701
3 9314 8699 0430 0057 6489 45 Energen Resources Corporation $1.30 $3.50 $1.60 $0.00 81363-0167 Ned
605 Richard Arrington Jr. Blvd. North Notice
Birmingham AL 35203
4 9314 8699 0430 0057 6489 52  Jetstream Oil & Gas Partners, LP $1.30 $3.50 $1.60 $0.00 81363-0167 Ned
105 Nursery Ln, Suite 220 Notice
Fort Worth TX 76114
5 9314 8699 0430 0057 6489 69 Joel Talley $1.30 $3.50 $1.60 $0.00 81363-0167 Ned
600 N. Marienfeld, Suite 807 Notice
Midland TX 79701
6 9314 8699 0430 0057 6489 76  Foundation Minerals, LLC $1.30 $3.50 $1.60 $0.00 81363-0167 Ned
P.O. Box 50820 Notice
Midland TX 79701
7 9314 8699 0430 0057 6489 83 Mavros Minerals, LLC $1.30 $3.50 $1.60 $0.00 81363-0167 Ned
P.O. Box 50820 Notice
Midland TX 79701
8 9314 8699 0430 0057 6489 90 Oak Valley Mineral and Land, LP $1.30 $3.50 $1.60 $0.00 81363-0167 Ned
P.O. Box 50820 Notice
Midland TX 79701
9 9314 8699 0430 0057 6490 03 Sam L. Shackleford $1.30 $3.50 $1.60 $0.00 81363-0167 Ned
1096 Mechem Dr., Suite G-16 Notice
Ruidoso NM 88345
10 9314 8699 0430 0057 6490 10 Doug J. Schutz $1.30 $3.50 $1.60 $0.00 81363-0167 Ned
P.O. Box 973 Notice
Santa Fe NM 87504
11 9314 8699 0430 0057 649027 EOG Resources, Inc. $1.30 $3.50 $1.60 $0.00 81363-0167 Ned
5509 Champions Drive Notice
Midland TX 79706
12 9314 8699 0430 0057 6490 34 Devon Energy Production Co. LP $1.30 $3.50 $1.60 $0.00 81363-0167 Ned
333 W Shendan Ave. W 4 Notice
Oklahoma City OK 73102 W -3 e
13 9314 8699 0430 0057 6490 41  Energex LLC 7 $1.30 $3.50 $1.60 $0.00 81363-0167 Ned
4425 98th Sig Notice
Lubboc
14 9314 8699 0430 0057 6490 58 i $1.30 $3.50 $1.60 $0.00 81363-0167 Ned
Notice
Totals: $18.20 $49.00 $22.40 $0.00
Grand Total: $89.60

List Number of Pieces
Listed by Sender

14

Received at Post

ffice

nNasier.
ame of receiving employee

\

Dated:

Page 1
2019 Walz CertifiedPro.n
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9314869904300057649058
9314869904300057649041
9314869504300057645034
9314869904300057649027
9314869504300057649010
9314869904300057649003
9314869904300057648990
9314869904300057648983
9314869904300057648976
9314869904300057648969
9314869904300057648952
9314869904300057648945
9314869904300057648938
9314869904300057648921

2019-04-03 12:25 PM Kaiser-Francis Oil Company
2019-04-03 12:25 PM Energex LLC

2019-04-03 12:25 PM Devon Energy Production Co. LP
2019-04-03 12:25 PM EOG Resources, Inc.

2019-04-03 12:25 PM Doug J. Schutz

2019-04-03 12:25 PM Sam L. Shackleford

2019-04-03 12:25 PM Oak Valley Mineral and Land, LP
2019-04-03 12:25 PM Mavros Minerals, LLC
2019-04-03 12:25 PM Foundation Minerals, LLC
2019-04-03 12:25 PM Joel Talley

2019-04-03 12:25 PM Jetstream Qil & Gas Partners, LP
2019-04-03 12:25 PM Energen Resources Corporation
2019-04-03 12:25 PM COG Production, LLC
2019-04-03 12:25 PM COG Operating, LLC

Transaction Report Details - CertifiedPro.net
Firm Mail Book 1D= 164236

Generated: 5/14/20

dress

616 Cypress Creek Pkwy, Suite 525 Houston
4425 98th Street, Suite 200 Lubbock
333 W Sheridan Ave Oklahoma City
5509 Champions Drive Midland
P.0. Box 973 Santa Fe
1096 Mechem Dr., Suite G-16 Ruidoso
P.0. Box 50820 Midland
P.O. Box 50820 Midland
P.O. Box 50820 Midland
600 N. Marienfeld, Suite 807 Midland
105 Nursery Ln, Suite 220 Fort Worth
605 Richard Arrington Jr. Blvd. North Birmingham
600 W. lilinois Avenue Midiand
600 W. lllinois Avenue Midland

OK

79424
73102
79706
87504
88345
79701
79701
79701
79701
76114
35203
79701
79701

Postage

Fees

5.10
s.10
5.10
5.10
510
5.10
5.10
5.10
5.10
5.10
5.10
5.10
510

Return Receipt - Electronic, Certified Mail
Return Receipt - Electronic, Certified Mali
Return Receipt - Electronic, Certified Mail
Return Receipt - Electronic, Certified Mail
Return Receipt - Electronic, Certified Mail
Return Receipt - Electronic, Certified Mail
Return Receipt - Electronic, Certified Mail
Return Receipt - Electronic, Certified Mail
Return Receipt - Electronic, Certified Mail
Return Receipt - Electronic, Certified Mail
Return Receipt - Electronic, Certified Mail
Return Receipt - Electronic, Certified Mail
Return Receipt - Electronic, Certified Mail
Return Receipt - Electronic, Certified Mail

M fivery Date
04-08-2019

04-08-2019
04-08-2019
04-15-2019

04-09-2019
04-09-2019
04-09-2019
04-06-2019
04-12-2019
04-09-2019
04-08-2019
04-08-2019



Affidavit of Publication

STATE OF NEW MEXICO
COUNTY OF LEA

I, Daniel Russell, Publisher of the Hobbs
News-Sun, a newspaper published at
Hobbs, New Mexico, solemnly swear that
the clipping attached hereto was published
in the regular and entire issue of said
newspaper, and not a supplement thereof
for a period of 1 issue(s).

Beginning with the issue dated
May 01, 2019
 and ending with the issue dated
May 01, 2019.

M

Publisher

Sworn and subscribed to before me this
1st day of May 2019.

M‘L [tk

Business Manager

My commission expires

& OFFIGIAL SEAL
E GUSSIE BLACK

Notary Public
State of Mex| 3
Ny, Commission Expiresi—

1

k
. —

1937 and payment of fees for said

Tois newspapsr s gubaualifies omuplisf
legal notices or advertisements within the
meaning of Section 3, Chapter 167, Laws of

LEGAL NOTICE
MAY 1, 2019

CASE NO. 20169: Notics to all affacted
i parties, as well as the hei
co opaating LLC; G Podlcon, LEE, rrgan Hagourse Corveraon
Minerals, LLC; Oak Valley Minaral and L ,Loun S o T e e ovros
; 3 P; Estate of Ci #
Estate of R.S. Cinco Rogets; Sam L Shackieford: p B EOR Rt
inc.; Devon Ense Pr: uctl'on Co. LP; Ene L Ch Rdtaare s Gl e
: f Co. LP; Energex, LLC; Kaiser-F :
g:)rr;l:?stgrc;npoogllnger?elg%kbt?t; 'ex&decl:l Ap hllcaﬂon for Qaggfcﬁr'gcmt":%
Oil Conservation Division hereby gi RE drat the. Ol ikl A onjoo; sarough s
: / f y gives notice that the Division wil i
ng;g]r;geato 8|v1[ g gr.‘mi %nahgg¥01v ?ﬁ 2%11 g tcor ggtqsiderfthiss gppﬁcaﬁon. Ap;;éa%?ggg% gnpggg:
t 3 ) ion of a 320- i i
(lil%\(f?ngtigg m/ge%f %ec:g)n \;V 8,:Townsfhip 24 South, Har?g;:ere&m;ar; 0&53‘:] sf:acggu%?;}
! g ying the Wolfcamp formation; and (2) poolin all'u i i ]
w;%repsts in the proposed ;Xamng unit. This proposed spacing ugit willnb??gjztgae%? {get;]al
Pepp;pgge;;:?gzaé 241 3 \P} R g\’l{A v?erl‘lé Ntedbl;er?par Federal 24 34 18 WXY 6H, and Neg
g . to be horizontally drilied. The producin
the wells will be orthodox. Also to be considered will ¥> STt e ot
allocation formula, the cost of drilling and com BB Sl By ey yaratiior s
; i pleting said wells, t i
ngasrt:tr?gnwaes" gsetg?o?%ltj?tlw g;::éﬁgng %':sts2 ggc} cha?ges for sUperC?sgr'\occ?é?ign‘gﬁtgr? So?
: ,and a % charge. for risk involved i i i
wells, and allowing a one year period between when th g e g
" o tirst well is dri
ggr;r%lzm;ec?pegetw are commenced for the first well drilled. S;d g‘r‘gg ignld wl?eg
y 20 miles northwest of Jal, New Mexico. e

CASE NO. 20163: Notice to all atfected
s partles, as well ag the
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é , LP; alley; Foundation 3 Y
Minerals, LLC; Oak Valley Mineral and Land, LP: Estate J"E‘;%’:J:ﬁ’;? Perking:
s go .S. Cinco Rogers; Sam L. Shackieford; Doug J. Schutz; EOG Reaotrx e,
i e\{:n Energy Pr: uctloq Co. LP; Energex, LLC; alser-Francis Ol Com rces:_
o a;?s on Oll]Permian LLC’s Anpllcatlon for a non-standard spacing unl?aatr‘\%-
3 Cponsgrr\yaggg :Dni%s‘i-:r? ?\g?enbt;{'gi veew Me:;lcc:t.hThe State of New Mexico, through its
v k s notice that the Division wi Y
Pr%i:ir:g atDi_a.js_ a.rp. on May 16, 2019 to consider this application. Ap;vl:ga%?ggg% :npu%llc
L, acingeur:i‘tllf:gcér(i%?ﬁgrglléngv%’ae (f:rgatlon of a non-standard 160-acre, more or(?resesr
V/2 of Section 18, Township 24 South y )
MPM, Lea County, New Mexico from +/- 11,051’ A e e o
Government “L” No. 1 well (API No. 30-025 256 P A g e 11d C08 for the
nm Al . 30- -25604) to th ) i
%:""auon, and (2) pooling all uncommitted mineral inte)rests i?w %%Sgrggggdssqge' S ont
wellls %og:?%:i zsgr?glr;;; cimlite ;wl.lrge deg(;cated to the Ned Pepper Federal 24 32 gn Bu‘r‘!%
A ] rilled. The producing area for this well wi ¢

consm:'ered will be the cost of drilling and completing said weﬁ! tﬁglal)l{eoc?&orgg? itho 20
gs well as the actual operating costs and charges for supervision, designation of &s: c?]sts
aﬁ operator of the weli, and a 200% charge for risk involved in drilling said w ‘rlat e
ow:ng a one year period between when the well is drilied and when th " ﬁn‘d
completed. Said area is located approximately 20 mites northwest of Jal Newel\:1~ee)<ic§

CASE NO. 20164: Notice to all atfected Vpanles as wel
¢ 5 | as the he|
gggrggergtiilng, LLC; COG Production, LLC; Energen Hesog:g::%gfvmﬁis O"
arisiream OIS Gas Parinra, L doo el Faundtion Minerale, LC! avrcd
: : nd, LP; Estate o ) :
Estate of R.S. Cinco Rogers; Sam L. Shackleford; Doug J. Séh?x‘tgmgohg?es:rkms’
" ﬁlara::: Sﬁrgy Pro uctlor} Co. LP; Energex, LLC; alser-Frar;cls Oit Comur::s:
of REpt n ! ermian LLC’s Amended Application for a non-standard s gcl %
el Vtc%r.npu sory pooling, Lea County, New Mexico. The State of New hp:‘l i,
blggh its Oif Con'servatlon Division, hereby gives notice that the Division will conc?xgt:o'
gg o‘rcd efarmg ﬁt 8:15 a.m. on May 16, 2019 to consider this application. Applicant su ka
LS er from the Division: (1) approving the creation of a non-standard 160-acre, m e
NMf’iApaf.mg unit covering the W/2 W/2 of Section 18, Township 24 South, Ran > 340re o
, Lea C“Zo”umy, New Mexico-from +/- 11,051* MD as shown in the wge i i
fC%over_nmgm L”> No. 1 well (API No. 30-025-25604) to the base of the Bogz Sor gne
’Pr:f“anon, and (2) pooling all uncommitted mineral interests in the proposed spacin TUiR
is proposed spacing unit will be dedicated to the Ned Pepper Federal 24 3“‘&)18I Bumt
well, to be horizontaily drilled. The producing area for this wall will be orthodox. Al i
considered will be the cost of drilling and completing said well, the allocation of th S
as well as the actual operating costs and charges for supervision, designation of ?:: ct%sts
aﬁ operator of the well, and a 200% charge for risk involved in drilling said w Irlél nd
2021»;:2%; gr;iedye:; penl'tod between when the well is drilled and when theew’eﬁnig
o ! ar is located approx1matelyl20 miles northwest of Jal, New Mexico.

01104570 00227642

DOLORES SERNA
MODRALL, SPERLING, ROEHL, HARRIS &

P. 0. BOX 2168
ALBUQUERQUE, NM 87103-2168
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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 COMPUSLORY
POOLING, LEA COUNTY, NEW MEXICO.

CASE NO. 20169

AFFIDAVIT

STATE OF TEXAS )
) ss.
COUNTY OF HARRIS )

Ethan Perry, being duly sworn, deposes and states:

1. I am over the age of 18, I am a geologist for Marathon Oil Permian LL.C, and have
personal knowledge of the matters stated herein. I have been qualified by the Oil Conservation

Division ("Division”) as an expert petroleum geologist.

2x Exhibit G is a structure map of the top of the Wolfcamp formation.
3. The proposed project arca is identified by a black-dashed box. The proposed

horizontal locations are identified by a blue line, and the proposed wells arc numbered 1, 3, and 5.

4. Exhibit G shows that the structure dips from north to south.
S. Exhibit G also identifies three reference wells in the vicinity of the proposed wells,

and has a line of cross-section running from A to A’.
6. Exhibit H is a stratigraphic cross scction hung on the base of the Third Bone Spring
Sand. The well logs on the cross-section give a representative sample of the Wolfcamp formation

in the area. The target zones for the wells is the Wolfcamp Y Sand and Wolfcamp A, identified

Exhibit 2-Case No. 20169



by the words “Producing Zone” and the shaded area across the cross section, along with a red
arrow. That zone is continuous across the proposed unit.
7. Exhibit I is a Gross Interval Isochore of the Wolfcamp-Wolfcamp B.  The
formation is relatively uniform across the proposed well unit.
8. In my opinion, I conclude from the maps that:
a. The horizontal spacing unit is justified from a geologic standpoint.
b. There are no structural impediments or faulting that will interfere with
horizontal development.
¢. Each quarter quarter section in the unit will contribute more or less equally to
production.
9. The preferred well orientation in this area is north-south. This is because the
orientation of the maximum horizontal stress is roughly east-west.
10.  The granting of these applications is in the interests of conservation and the
prevention of waste.

[Signature page follows]

Exhibit 2-Case No. 20169



l:than l’el ry UUUPL

SUBSCRIBED AND SWORN to before me this 14th day of May, 2019 by Ethan Perry,
on behalf of Marathon Oil Permian LLC.
biuca A anzs—~
Notary Public

My commission expires:_{ (23 /QZ)Q: 3

. _ffffwffmfmmw
(IR Pl JESSICA GORMAN
.5 Notary Public, State of Texas
§ Commission Expires 01-23-2023
R . Notary iD 13008780-4

R AL

Exhibit 2-Case No. 20169
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Ned Pepper 18 Federal Com WA 2H, WXY 6H and WA 9H
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Ned Pepper 18 Federal Com WA 2H, WXY 6H and WA 9H

Stratigraphic Cross Section (Top Wolfcamp Datum)
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Ned Pepper 18 Federal Com WA 2H, WXY 6H and WA 9H

Gross Interval Isochore — Wolfcamp to Wolfcamp B
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