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TALON RESOURCES INC

February 19, 2003

Mrs. Diana Mason
State of Utah
Division of Oil Gas and Mining
P.O. Box 145801
Salt Lake City, Utah 84114-5801

RE: Application for Permit to Drill--Klabzuba Oil and Gas, Inc.
Gordon Creek, State 2-29-14-8 575' FNL, 619' FWL, NWl4 NW/4
Section 29, Tl4S, R8E, SLB&M, Carbon County, Utah

Dear Mrs. Mason:

On behalf of Klabzuba Oil and Gas, Inc, (Klabzuba), Talon Resources, Inc. respectfully sub-
mits the enclosed original and one copy of theApplication forPermit to Drill (APD) for the
above referenced well. The location of the well is no closer than 460' from the drilling unit
boundary. Included with the APD is the following supplemental information:

Exhibit "A" - Survey plats and layouts of the proposed well site;

Exhibit "B" - Proposed location maps with pipe, power, and road corridors;

Exhibit "C" - Drilling site layout;

Exhibit "D" - Drilling Program;

Exhibit "E" - Multi Point Surface Use Plan;

Exhibit "F" - Typical road cross-section;
RECEIVED '

Exhibit "G" - Typical BOP diagram;

Exhibit "H" - Typical wellhead manifold diagram.

ORIGINAL
CONiiBENTIAL

P.O. # I230 195 N. 1OO West Huntington, Utah 84528
(435) 687-5310 (435) 687-531 1
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Please accept this letter as Klabzuba's written request for confidentialtreatment of all information
contained in and pertaining to this application, if said information is eligible for such
consideration.

Thank you very much for your timely consideration of this application. Please feel free to contact
myself, or Mr. George Rooney of Klabzuba at 303-382-2177 if you have any questions or need
additional information.

Sincerely,

Agent for Klabzuba Oil and Gas, Inc.
Don Hamilton

ec: Mr. Mark Jones, Oil, Gas and Mining
Mr. Ed Bonner, SITLA
Mr. George Rooney, Klabzuba
Mr. Tom Siirola, Klabzuba
Mr. Mark Caldwell, Klabzuba
Klabzuba Well



STATE OF UTAH FORM 3
DEPARTMENTOF NATURALRESOURCES

DIVISIONOF OIL,GAS AND MINING AMENDEDREPORT O
(highlight changes)

5. MINERALLEASE NO 6. SURFACE

APPLICATION FOR PERMIT TO DRILL ML- 46539 State
7. IF INDIAN,ALLOTTEEOR TRIBE NAME:

1A. TYPE OF WORio DRILL2 REENTER DEEPEN Ü N/A
8. UNITOr CA AGREEMENTNAME:

B. TYPE OF WELL: OIL O GAS OTHER SINGLE ZONE MULTIPLEZONE O N/A
2. NAMEOF OPERATOR 9. WELL NAMEand NUMBER

Klabzuba Oil and Gas, Inc. Gordon Creek, State 2-29-14-8
3. ADDRESS OF OPERATOR: PHONE NUMBER: 10. FIELD ANDPOOL, OR WILDCAT:

700-17th Street, S. 1300 civv Denver STATE CO ZIP 80202 (303) 382-2177 Gordon Creek
4. LOCATlON OF WELL (FOOTAGES) 11. QTR/QTR, SECTION, TOWNSHIP, RANGE,

Cf g 9/909 39, g-gg./ MERIDIAN:

ATSURFACE: 575' FNL, 619' FWL LBÇotjç NWNW 29 14 8 S
AT PROPOSED PRODUCING ZONE: Same

14. DISTANCE IN MILESAND DIRECTION FROM NEAREST TOWN OR POST OFFICE: 12. COUMTY: 13. STATE:

13.28 miles southwest of Price, Utah Carbon
UTAH

15, DISTANCE TO NEAREST PROPERTY OR LEASE UNE (FEET) 16. NUMBEROF ACRES IN LEASE: 17. N JMBER OF ACRES ASSIGNED TO THIS WELL

1,300· 2153.27 160

18. DISTANCETO NEAREST WELL (DRILLING,COMPLETED, OR 19. PROPOSED DEPTH: 20. BOND DESCRIPTION:
APPLIED FOR) ON THIS LEASE (FEET)

1,850• 4,000 Blanket B32644629
21. ELEVATIONS(SHOW WHETHER DF, RT, GR, ETC.): 22. APPROXIMATEDATEWORK WILLSTART: 23. ESTIMATEDDURATION:

7,432 4/15/2003 6 months

24. PROPOSED CASING AND CEMENTINGPROGRAM

SIZE OF HOLE CASING SIZE, GRADE, ANDWEIGHT PER FOOT SETTING DEPTH CEMENT TYPE, QUANTITY,YIELD,AND SLURRY WEIGHT

12-1/4" 8-5/8" J-55 ST 24 # 2,000 Class G 300 sacks 1.15 cu.R/sk 15.8 ppg
7-7/8" 5-1/2" J-55 ST 15.5 # 4,000 50/50 Poz 230 sacks 2.08 cu.ft/sk 12.5 ppg

10-1 RFC 395 sacks 1.61 cu.it/sk 14.2 ppg

25. , ATTACHMENTS

VERIFY THE FOLLOWINGARE ATTACHEDINACCORDANCE WITHTHE UTAHOIL ANDGAS CONSERVATIONGENERAL RULES:

WELL PLATOR MAP PREPARED BY LICENSEDSURVEYOR OR ENGINEER COMPLETE DRILLINGPLAN

O EVIDENCEOF DIVISIONOF WATER RIGHTS APPROVAL FOR USE OF WATER FORM 5, IF OPERATOR IS PERSON OR COMPANYOTHER THANTHE LEASE OWNER

NAME(PLEASE PRINT) DOn Hamilton TITLE Agent for Klabzuba Oil and Gas, Inc.

SIGNATURE DATE 2/19/2003

(This space for State use only)

CONTISENTIAL
API NUMBERASSIGNED APPROVAL:

APProvedby th. ECE I VE
Utah Division of

(11/2001) (s R "i" ?EB2 0 2003

DIVOF ott, GAs a



ËŒ71oe 8 East Location:
THE WELLLOCATIONWASDETERMINEDUSINGA TRIMBLE4700
GPS SURVEYGRADE UNIT.(N88°39'55"E

- 5347.64') Basis of Bearing:(N89°50'E
- 5287.92') THE BASIS OF BEARINGis GFSMEASURED.

WC NE CORNER GLO Beari :ELEY.WWf TNE BEARINGSIND D ARE PER THE RECORDED PLAT OBTAINED
574.70' FROMTHE U.S. LANDOFFICE.

Basis of Elevation:GCS 2-29-16-8 BASIS OF ELEVATIONOF 7438' BEINGAT THE NORTHWESTSECTION
ELEVATION7431.6' CORNEROF SECTION29, TOWNSHIPfa SouTH, RANGE8 EAST,

SALT LAKE BASE ANDMERIDIAN,AS SHOWNON THE WATTis6 8.68 UTM QUADRANGLE7.5 MINUTESERIESMAP.
935 2096 Description of Location:

PROPOSEDURILLHOLELOCATEDlN THE NWl/4 NWl/4 oF SECTION29,
TICS,R8E, S.L.B.8M., BEING514.70' SOUTH AND618.68' EAST
FROMTHE NORTHWESTCORNEROF SECTION29, TIAS, R8E,
SALT LAKE BASE & MERIDIAN.

Surveyor's Certi ficate:
I 1, Albert J. Spensko, a Registered Professional

Land Surveyor, holding Certificate 146652

9 State of Utah, do hereby certify that the
-- -- - - information on this drawing is a true and

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

N 1486

, o * Talon Resources, Inc.
195 N. 100 W., P.O. Box 1230

Huntington, Utah 84528

ra : s
-668877--55331 01

(wEST - 5280.0') KLABZUBAOIL & GAS

Legend ocs 2-29-14-8

e DrillHoleLocation s•ction29, T14S, RSE, S.L.B.&M.

BrassCa (Found) I
UTMESALD

LATITUDE / LONGITUDE COORDINATES
Carbon County, Utah

P ARE DERIVEDUSINGA GPS PATHFINDERANDARE

O Brasscap(Searchedfor,butnotfound) SHOWNIN NAD27 DATUM. J. S NS ELD L. / .J.S.

A CalculatedCorner LAT / LONG GRAPHIC SCALE pg,
( ) GLO 39°35'03"N ORIGINAL --

-
Il0°03'28"W ( IN FEET ) P = 1000'

\ GPSMeasured i 1 inch = 1000 A m..e i er 4
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EXHIBIT "D"

Drilline Program

Attached to UDOGM Form 3
Klabzuba Oil and Gas, Inc.
Gordon Creek, State 2-29-14-8
NWl4 NW/4, Sec. 29, Tl4S, R8E, SLB & M
575' FNL, 619' FWL
Carbon County, Utah

1. The Geologic Surface Formation

Emery Sandstone Member of the Mancos Shale

2. Estimated Tops of Important Geologic Markers

MD
Mancos Blue Gate Marker 35'

3. Projected Gas & Water Zones
Mancos Gas Zone: 2,100' - 2,875'
Ferron Sands: 3,420' - 3,740'

Groundwater may be encountered within the EmerySandstone Member of the Mancos
Shale. Water encountered will be reported on a Form 7 "Report of Water Encountered
During Drilling".

Casing & cementing will be done to protect potentially productive hydrocarbons, lost
circulation zones, abnormal pressure zones, and prospectively valuable mineral deposits.
All indications of usable water will be reported.

Surface casing will be tested to 2000 psi.
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4. The Proposed Casing and Cementing Programs

HOLE SETTING DEPTH SIZE WEIGHT,GRADE CONDITION
SIZE (INTERVAL) (OD) & JOINT
12-1/4" 2000' 8-5/8" 24# J-55 ST&C New
7-7/8" 2000' - TD (±4000')5-1/2" 15.50# J-55 ST&C New

Cement Program-
Surface Casing: 300 sacks G + 2 % CaCl2+ 0.25 pps cellophane flakes;

Weight: 15.8 #/gal
Yield: 1.15 cu.ft/sk
Excess: 125%

Production Casing: 230 sacks 50/50 pozmix + 8% gel +10% salt + 0.25 pps ceHophaneflake
Weight: 12.5 #/gal
Yield: 2.08 cu.ft/sk
Excess: 25%

395 sacks 10-1 RFC with 0.25 pps cellophane flakes
Weight: 14.2 #/gal
Yield: 1.61 cu.ft/sk
Excess: 25%

The following shall be entered in the driller's log:

1) Blowout preventer pressure tests, includingtest pressures and results;

2) Blowout preventer tests for proper functioning;

3) Blowout prevention drills conducted;

4) Casing run, including size, grade, weight, and depth set;

5) How the pipe was cemented, includingamount of cement, type, whether cement
circulated, location of the cementing tools, etc.;

6) Waiting on cement time for each casing string;

7) Casing pressure tests after cementing, includingtest pressures and results.
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5. The Operator's MinimumSpecificationsfor Pressure Control

Exhibit "G" is a schematic diagram of the blowout preventer equipment. A double gate
2000 psi BOP will be used with a rotating head. This equipment will be tested to 2000
psi. All tests will be recorded in a Driller's Report Book. Physical operation of BOP's
will be checked on each trip.

6. The Type and Characteristics of the Proposed CirculatingMuds

0-2000 12-1/4" hole Drill with air, will mud-up if necessary.

2000-TD 7-7/8" hole Drill with air, will mud-up if necessary.
500 psi @1500-2300 Scf.

7. The Testing, Logging and Corine Programs are as followed

2000-TD Gamma Ray, Density, Neutron Porosity, Induction, Caliper

Any Anticipated Abnormal Pressures or Temperatures

No abnormal pressures or temperatures have been noted or reported in wells drilled in
The area nor at the depths anticipated in this well. Bottom hole pressure expected is
1000 psi max. No hydrogen sulfide or other hazardous gases or fluids have been found,
reported or are known to exist at these depths in the area.

8. Anticipated Starting Date and Duration of the Operations.

The well will be drilled approx.: April 2003.

Verbal and/or written notifications listed belowshall be submitted in accordance with
instructions from the Divisionof Oil, Gas & Mining:

(a) prior to beginning construction;

(b) prior to spudding;

(c) prior to running any casing or BOP tests;

(d) prior to plugging the well, for verbal plugging instructions.

Spills,blowouts, fires, leaks, accidents or other unusual occurrences shall be reported to
the Division of Oil, Gas & Mining immediately.
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EXHIBIT "E"

Multipoint Surface Use Plan

Attached to UDOGM Form 3
Klabzuba Oil and Gas, Inc.
Gordon Creek, State 2-29-14-8
NWl4 NWl4, Sec. 29, Tl4S, R8E, SLB & M
575' FNL, 619' FWL
Carbon County, Utah

1. Existing Roads

a. The proposed access road will encroach the gravel-surfaced Haley Canyon Road under
Carbon County Mainteance in which approval to utilize and encroach has been applied
for and is pending approval. The new approach is located opposite the present Main
Pipelineterminus (see Exhibit "B").

b. We do not plan to change, alter or improve upon any other existing state or county
roads. Existing roads will be maintained in the same or better condition.

2. Planned Access

a. Approximately0.94 miles of new access will be required (see Exhibit "B").

b. Maximum Width: 20' travel surface with a 27' base.

c. Maximum grade: 13%.

d. Turnouts: None.

e. Drainage design: approximately 5 -- 18" culverts may be required. Water will be
diverted away from the planned access as necessary and practical.

f. If the well is productive, the road will be surfaced and maintained as necessary to
prevent soil erosion and accommodate year-round
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3. Location of Existing Wells

a. There is one proposed well and five existing wells within a one mile radius of the
proposed well site (see Exhibit "B").

4. Location of Existing and/or Proposed Facilities

a. If the well is a producer, installationof production facilitieswin follow.

b. Buried powerlines and gathering lines will follow the proposed access road to the
existing Main Pipelineterminus (see Exhibit "B").

c. Rehabilitationof all pad areasnot used for production facilitieswill be made in
accordance with landowner stipulations.

5. Location and Type of Water Supply

a. Water to be used for drillingand completion activities may be obtained from one or all
of the following sources:

• Price River Water Improvement District, a local source of municipal water.
• The existing water well near the Gordon Creek Unit #1
• Ditch or creek water

b. If water is obtained from the well, ditch or creek they will be properly permited with
the Utah State Division of Water Rights and a copy of the permit and pertinent
information supplied to the Utah Divisionof Oil, Gas and Mining.

c. Water will be transported by truck over approved access roads.

d. No new water well is to be drilled for this location.

6. Source of Construction Materials

a. All necessary construction materials needed will be obtained locallyand hauled to
the location on existing roads.

b. No construction or surfacing materials will be taken from Federal/Indian
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7. Methods for Handling Waste Disposal

a. Since the well will be air drilled, a small reserve pit win be constructed with a minimum
of one-half the total depth below the original ground surface on the lowest point within
the pit. The pit will not be lined unless conditions encountered during construction
warrant it or if deemed necessary by the DOGM representative during the pre-site
inspection. Three sides of the reserve pit will be fenced within 24 hours after
completion of construction and the fourth side within 24 hours alter drillingoperation
cease with four strands of barbed wire, or woven wire toppedwith barbed wire to a
height of not less than four feet. The fence will be kept in good repair while the pit is
drying.

b. Following drilling,the liquid waste will be evaporated from the pit and the pit
backfilledand returned to natural grade. No liquid hydrocarbons will be discharged to
the reserve pit or pad location

c. In the event nuidsare produced, any oil will be retained in tankage until sold and any
water produced will be retained until its quality can be determined. The quality and
quantity of the water will determine the method of disposal.

d. Trash will be contained in a portable metal container and will be hauled from location
periodically and disposed of at an approved disposal site. Chemicaltoilets will be
placed on location and sewage will be disposed of at an appropriate disposal site.

8. Ancillary Facilities

a. We anticipate no need for ancillaryfacilitieswith the exception of trailers to be
located on the drill site.

9. Wellsite Layout

a. Availabletopsoilwill be removed from the location and stockpiled. The location of
mud tanks, reserve and bermed pits, and soil stockpiles will be located as shown on
Exhibit "C".

b. A blooie pit will be located 100' from the drill hole. A line will be placed on the
surface from the center hole to the flare pit. The flare pit will not be lined, but will be
fenced on four sides to protect livestock/wildlife.

c. Access to the well pad will be as shown on Exhibit "B".

d. Natural runoff will be diverted around the well
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10. Plans for Restoration of Surface

a. All surface areas not required for producing operations win be graded to as near
original condition as possible and recontoured to minimize possible erosion.

b. Availabletopsoil wiß be stockpiled and will be evenly distributed over the disturbed
areas and the area win be reseeded as prescribed by the landowner.

c. Pits and any other area that would present a hazard to wildlife or livestock will be
fenced off when the rig is released and removed.

d. Any oil accumulation on the pit will be removed or overhead flagged as dictated by the
existing conditions.

e. Rehabilitation will commence fonowing completion of the well. Rat and mouse
holes will be filled immediatelyupon release of the drilling rig from the location. If
the wellsite is to be abandoned, all disturbed areas win be recontoured.

11. Surface Ownership

a. The wellsite will be constructed on lands owned by the School and Institutional Trust
Lands Administration, 675 East 500 South, SLC, Utah 84102-2818; 801-538-5100.
The operator shall contact the landowner and the Divisionof Oil, Gas and Mining 48
hours prior to beginning construction activities.

12. Other Information:

a. The primary surface use is wildlifehabitat. The nearest dwelling is approximately 6.16
miles northeast. Nearest live water is First Water Creek approximately 1,000 feet
south.

b. If there is snow on the ground when construction begins, it will be removed before the
soil is disturbed, and piled downhill from the topsoil stockpile location.

c. The backslope and foreslope will be constructed no steeper than 4:1.

d. All equipment and vehicles will be confmed to the access road and well pad.

e. A complete copy of the approved Application for Permit to Drin (APD) including
conditions and stipulations, shall be at the wen site during construction and drilling
operations.

f. There will be no deviation from the proposed construction, drißing, and/or workover
program without prior approval from the Division of Oil, Gas &
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13. Company Representative

George Rooney
Klabzuba Oil and Gas, Inc
700 -

17e Street
Suite 1300
Denver, Colorado 80202
1-303-382-2177
1-303-619-1908

Permitting Consultant Excavation Contractor
Don Hamilton Dennis Jensen
Environ. Man. / Proj. Coord. Vice President
Talon Resources, Inc. JNR Construction
195North 100 West; P.O. Box 1230 P.O. Box 1598
Huntington, Utah 84528 Roosevelt, Utah 84066
1-435-650-1886 1-435-722-3996
1-435-687-5310 1-435-823-6590

Mail Approved A.P.D. To:
Company Representative

14. Certification

I hereby certify that I, or persons under my direct supervision have inspected the proposed drill
site and access route; that I am familiarwith the conditions which presently exist; that the
statements made in this plan are, to the best of my knowledge, true and correct, and that the work
associated with the operations proposed herein will be performed by Klabzuba Oil and Gas, Inc.
and its subcontractors in conformity with this plan and the terms and conditions under which it is
approved.

Date Don Hamilton
Agent for Klabzuba Oil and Gas, Inc.



ELEVATIONOF UNGRADEDGROUNDATLOCATIONSTAKE= 7431.6'
ELAVATIONOFGRADEDGROUNDAT LOCATIONSTAKE= 743I.I'

cu

t 0
0 -

\5

50 Cu " TALON RESOURCES, INC.
C

195Nd WUestP.0 1230

Phone(435687-5310Fax(43@687-5311
E¾il taloneetv.net

-099¿ 0 "' o KLABZUBAOIL & GAS

CUT .

- LOCATION LAYOUT
Section 29, T14S, RSE, S.LB.&M.

GCS 2-29-14-8

Cu 3' Omwn By: Cheded By
J. STANSFIELD L.W.J.

Mng No. Date:

A--2
1" = 50'

Job No.
Sheet Ê of



FINAL FILL

100' 50'
X--Section

GRADE /

1"=40'
V1EW C-C

LOCATION STAKE

100 i I 50
'

60'

SLOPE = I 1/2 : I"
CUT

IEW

RECONSTRUCTION
GRADE

\00' I,---- 50 TALON RRSOURCES, INC
" 195North100WestP.O.Box1230

CUT -
---~ CUT i -

Huntington,Utah8 28
--- I y Phone(435087 10 Fax(435]SB7-5311

.

-------

---
--- 9;\ l!=1 i l \_Ilsl II=I ll ;;I | \¯¯ E-Malltaloneety.net

VIEWA-A
KLABZUBAOIL & GAS

APPROXIMATEYARDAGES TYPICALCROSS SECTION
Section 29, T14S, RSE, S.L.B.dcM.

(6")TOPSOIL STRIPPING = 750 Cu. YDS.
GCS 2-29--14-8

REMAININGLOCATloN = I,725 Cu, YDS. J. STANSFIELD L.W.J.

TOTAL CUT = 4,870 Cu. YDs.
Ontdag No.

O /03

TOTAL FILL = 4,\\5 CU. YDs.
c i

Job No.
Sheet 8 of



111°04'r " W 111°03'00" W NAD27 111°02'00" W

Pacirm W Unit

US.(Wildlife

7 8 '

Klabzuba Oil and Gas, Inc.
r' --- Proposed 2003 Development Project

°o ---"

n an' s -465

Horse Bench
elr=s-i ti =I
O NewDrilladoxRe-ertryWell State

rin For OLLWell or Placced Ve5

an State#B1

L cher-Rueiver

GCS4-18-14-8

. Forest ¯ Pro &P

o -- --- --

.

o 371 11
--- Propsweak .

IS UTU-72258
DriltH in '
GCUnit M3 U.S. UIU-79 I$2

GCS2 2D l

ocs2.12. 4.s el I
GCS19-1+8

GCUnit #1GCS19-14-8 (B)

are -rse

Stae ML-21908

canye,r L 4-

BIOT1 R.0SOUrCOS

Hunt ngtan, Utah 84528
U.S.UTR79152

435-657-5310

111°04'00" W 111°03'00" W NAD27 111°02'00" W
3 5 1 VilaTN

] 1œ0 EEEl 0 500 m F.?ETias
13 -, .--, , .- --. -, .- -

Ptmted from TOPO! ©2000NationalGeogmphicHoldings



E. 4 mE. 490BoomE omE omE 4 omE, 499 oomE. AD 7 04

01
Klabzuba Oil and Gas, Inc.

Proposed 2003 Development Project

4 7000mE. BBeoomE. 490soomE. 924oomE. 4 2OOmE. 96000 E 97eoomE. 499600 E. NAD27 Zone 12S 50420omE.
0003101520253035miles

13° 0 1 2 3 4 5 km
Prmted flom TOPO! ©2000Natioml Geogmphic Hoklig



Typical y #2 ,

Toilets Trash

Wellsite Air Air
160

Layout #1 Booster Pump #1

Earthen Divider

H2O H2O

Acc.

+- 100' 100'

Pipe . Cat . .Pipe Pipe PipeRacks Walk

Union Rig - 7, 14, 16, 17 140'
Location Size - 280' Lx 200' W I EXHIBIT
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WORKSHEET
A PLICATION FOR PERMIT TO DRILL

APD RECEIVED: 02/20/2003 API NO. ASSIGNED: 43-007-30906

WELL NAME: GORDON CREEK ST 2-29-14-8

OPERATOR: KLABZUBA OIL & GAS INC ( N1325 )

CONTACT: DON HAMILTON/AGENT PHONE NUMBER: 435-687-5310

PROPOSED LOCATION:
INSPECT LOCATN BY: / /

NWNW 29 140S 080E

SURFACE: 0575 FNL 0619 FWL Tech Review Initials Date

BOTTOM: 0575 FNL 0619 FWL
Engineering µ

CARBON

UNDESIGNATED ( 2 ) Geology

LEASE TYPE: 3 - State Surface

LEASE NUMBER: ML-46539

SURFACE OWNER: 3 - State LATITUDE: 39.58421

PROPOSED FORMATION: FRSD LONGITUDE: 111.05770

RECEIVED AND/OR REVIEWED: LOCATION AND SITING:

/' Plat R649-2-3.

Bond:Fed[] In [] Sta[3] Fee[]
Unit

(No. B326446 )
Potash (Y/N) R649-3-2. General

Oil Shale 190-5 (B) or 190-3 or 190-13 Siting:460 From Qtr/Qtr & 920' Between Wells

Water Permit R649-3-3. Exception
(No. MUNICIPAL )

y/ Drilling Unit
RDCC Review (Y/N)

(Date: ) Board Cause No: c)C $(-0/
Eff Date: f-)ç-ðX..

/\ Fee Surf Agreement (Y/N) Siting: È£6 Ñ ðuuA undr Ÿ Ñ20Îr dará77.

R649-3-11. Directional Drill

COMMENTS: ft ()

STIPULATIONS: C
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OPERATOR: KLABZUBA O&G INC (N1325)

SEC. 29 T14S, RSE

FIELD: UNDESIGNATED (002)

COUNTY: CARBON

CAUSE: 248-01 / 5-15-02

Utah OilGas and Mining
WELLS UNIT STATUS FIELD STATUS

GAS INJECTION EXPLORATORY ABANDONED
GAS STORAGE GAS ifDRAGE

ACITVE N
LOCATION ABANDONED

NF SECONDARY COMBINED
NEW LOCATION PENDING INACTIVE
PLUGGED & ABANDONED PI OIL

PROPOSEDPRODUCING GAS PP GAS
PRODUCING OIL PP GEOTHERML STORAGE JL,

SHUT-IN GAS PP OIL TERMINATED

SHUT-IN OIL SECONDARY COUNTY BOUNDARY

X TEMP. ABANDONED TERMINATED SECTION UNES
° TEST WELL

TOWNSHIP UNES
^ WATER INJECTION PREPARED BY: DIANA MASON
• WATER SUPPLY D ATE: 21-FERRUARY-2OO3

WATER



O O
ON-SITE PREDRILL EVALUATION

Division of Oil, Gas and Mining

OPERATOR: Klabzuba Oil and Gas
WELL NAME & NUMBER: Gordon Creek State 2-29-14-8
API NUMBER: 43-007-30906
LEASE: State FIELD/UNIT:
LOCATION: 1/4,1/4 NWNW Sec: 29 TWP: 14S RNG: 8E 575 FNL 619 FEL
LEGAL WELL SITING: 460 F SEC. LINE; 460 F 1/4 LINE; 920 F ANOTHER WELL.
GPS COORD (UTM): X = 495028 E; Y = 4381405 N SURFACE OWNER: SITLA

PARTICIPANTS
M. Jones (DOGM), George Rooney (Klabzuba), D. Hamilton (TALON), and Lee
Schultz (Diamondback Services), were in attendance for the on-site of
this well. DWR, SITLA, and Carbon County were invited but chose not to
attend the onsite.

REGIONAL/LOCAL SETTING & TOPOGRAPHY

Proposed location is ~13 miles W of Price, Utah. Staked location lies
North of the merge point of First Water Canyon and Corner Canyon in the
Gordon Creek Drainage area. The direct area drains to the East into
Corner Canyon then Eastward into Gordon Creek and eventually into the
Price River, a year-round live water source 12 miles east of the
proposed location. Dry washes are typical throughout the area.

SURFACE USE PLAN

CURRENT SURFACE USE: Wildlife habitat and grazing.

PROPOSED SURFACE DISTURBANCE: 280' x 150' and a 100' x 60' x 10' pit.

LOCATION OF EXISTING WELLS WITHIN A 1 MILE RADIUS: 3 producing, 4
proposed wells are within a 1 mile radius of the above proposed well.

LOCATION OF PRODUCTION FACILITIES AND PIPELINES: Along roadside.

SOURCE OF CONSTRUCTION MATERIAL: Obtained locally and transported in.

ANCILLARY FACILITIES: None anticipated.

WASTE MANAGEMENT PLAN:

Portable chemical toilets which will be emptied into the municipal waste
treatment system; garbage cans on location will be emptied into
centralized dumpsters which will be emptied into an approved landfill.
Crude oil production is unlikelv. Drilling fluid, completion / frac
fluid and cuttings will be buried in the pit after evaporation and
slashing the pit liner. Produced water will be gathered to the
evaporation pit, then into storage tanks, and trucked to a proper
disposal site. Eventually, produced water may be re-iniected into other
zones via a salt-water disposal well. Used oil from drilling operations
and support will be hauled to a used oil recycler and reused.

ENVIRONMENTAL PARAMETERS

AFFECTED FLOODPLAINS AND/OR WETLANDS: Dry
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FLORA/FAUNA: PJ, Sagebrush, grasses, Elk, deer, moose, small game,
rodents.

SOIL TYPE AND CHARACTERISTICS: Clay loam.

EROSION/SEDIMENTATION/STABILITY: Erosive upon disturbance.

PALEONTOLOGICAL POTENTIAL: None observed.
RESERVE PIT

CHARACTERISTICS: Dugout earthen pit.

LINER REQUIREMENTS (Site Ranking Form attached): Liner required.

SURFACE RESTORATION/RECLAMATION PLAN

As per surface use agreement.

SURFACE AGREEMENT: As per SITLA.

CULTURAL RESOURCES/ARCHAEOLOGY: Completed and placed on file with SITLA.

OTHER OBSERVATIONS/COMMENTS

An archeology site exists directly west of the proposed location and an
appropriate buffer has been set to avoid any disturbance to the site by
drilling operations.

ATTACHMENTS

Photos of this location were taken and placed on file.

Mark L. Jones March 5, 2003 / 10:00 am
DOGM REPRESENTATIVE
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Evaluation Ranking Criteria and Ranking score
For Reserve and Onsite Pit Liner Requirements

Site-Specific Factors Ranking Site Ranking

Distance to Groundwater (feet)
>200 0
100 to 200 5
75 to 100 10
25 to 75 15
<25 or recharge area 20 0

Distance to Surf. Water (feet)
>1000 0
300 to 1000 2
200 to 300 10
100 to 200 15
< 100 20 0

Distance to Nearest Municipal
Well (feet)

>5280 0
1320 to 5280 5
500 to 1320 10
<500 20 0

Distance to Other Wells (feet)
>1320 0
300 to 1320 10
<300 20 0

Native Soil Type
Low permeability 0
Mod. permeability 10
High permeability 20 15

Fluid Type
Air/mist 0
Fresh Water 5
TDS >5000 and <10000 10
TDS >10000 or Oil Base Mud Fluid 15

containing significant levels of
hazardous constituents 20 0

Drill Cuttings
Normal Rock O
Salt or detrimental 10 0

Annual Precipitation (inches)
<10 0
10 to 20 5
>20 10 10

Affected Populations
<10 0
10 to 30 6
30 to 50 8
>50 10 0

Presence of Nearby Utility
Conduits

Not Present 0
Unknown 10
Present 15 0

Final Score 25 (Level I Sensitivity)

Sensitivitv Level I = 20 or more: total containment is required.
Sensitivity Level lI = 15-19: lining is discretionary.
Sensitivity Level 111= below 15: no specific lining is required
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DIVISION OF OIL, GAS AND MINING

APPLICATION FOR PERMIT TO DRILL
STATEMENT OF BASIS

OPERATOR: Klabzuba Oil and Gas
WELL NAME & NUMBER: Gordon Creek State 2-29-14-8
API NUMBER: 43-007-30906
LOCATION: 1/4,1/4 NWNW Sec: 29 TWP: 14S RNG: 8E 575 FNL 619 FWL

Geology/Ground Water:

This location is within a small, north-south trending graben vallev, the west-side bounding fault of which is
~500 feet west. The silty, poorly to moderately permeable soil is developed on the Upper Portion of the Blue
Gate Member of the Mancos Shale. Several units of the Emery Sandstone Member of the Mancos Shale are
likely to be present at this location. If the Garley Canvon Sandstone and other superjacent units of the Emery
Sandstone Member are present (probable) and wet (possible - standing water was found in upper Garley Canyon
Beds in Pinnacle Canyon ~6 miles east), these strata should be included within the interval protected by the
surface casing string. The operator should be informed of the likelihood of these units beine saturated and
respond to protect the zones by extending the surface casing string as needed. Extending the proposed casing
and cement will adequately isolate any shallow zones containing water. Forty one water rights have been filed
on water resources within a mile of the location, including one on a DWR water supply well, which is ~2/3

mile northwest.

Reviewer: Christopher J. Kierst Date: 3/31/2003

Surface:

Proposed location is ~13 miles W of Price, Utah. Staked location lies North of the merge point of First Water
Canyon and Corner Canyon in the Gordon Creek Drainage area. The direct area drains to the East into Corner
Canyon then Eastward into Gordon Creek and eventually into the Price River, a year-round live water source 12
miles east of the proposed location. Dry washes are typical throughout the area. An archeology site exists west of
the proposed location and an appropriate buffer has been set to avoid any disturbance to the site by drilling
operations. DWR, SITLA, and Carbon County were invited but chose not to attend the onsite.

Reviewer: Mark L. Jones Date: March 21, 2003

Conditions of Approval/Application for Permit to Drill:

1. A synthetic liner with a minimum thickness of 12 mils shall be properly installed and maintained in the reserve
pit.
2. Berm the location and pit.
3. Diversion ditches and culverts where necessary to control
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Points of Diversion Page 1 of 6

UTAH DIVISION OF WATER RIGHTS
WATER RIGHT POINT OF DIVERSION PLOT CREATED MON, MAR 31, 2003, 4:27 PM

PLOT SHOWS LOCATION OF 41 POINTS OF DIVERSION

PLOT OF AN AREA WITH A RADIUS OF 5280 FEET FROM A POINT
S 575 FEET, E 619 FEET OF THE NW CORNER,
SECTION 29 TOWNSHIP 14S RANGE 8E SL BASE AND MERIDIAN

PLOT SCALE IS APPROXIMATELY 1 INCH = 2000 FEET
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http://waterrights.utah.gov/cgi-bin/wwwplat.exe?rad=5280&ns=s575&ew=e619&cor=NW&sec=29&town=14S&range=8E&bem=SL...
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********* *********

UTAH DIVISION OF WATER RIGHTS
NWPLAT POINT OF DIVERSION LOCATION PROGRAM

U A
MAP WATER QUANTITY SOURCE DESCRIPTION or WELL INFO POINT OF DIVERSION DESCRIPTION NP
CHAR RIGHT CFS AND/OR AC-FT DIAMETER DEPTH YEAR LOG NORTH EAST CNR SEC TWN RNG B&M NP

--- --- ---

nna
WATER USE(S): PRIORITY DATE: 00/00/1869
Jorgensen, Ray Castle Dale UT 8

0 91 1603 _ .0110 .00 Unnamed Spring
WATER USE(S): PRIORITY DATE: 00/00/1869
Jorgensen, John L. UT

0 91 1611 .0110 .00 Unnamed Spring
WATER USE(S): PRIORITY DATE: 00/00/1869
Jorgensen, Joseph C. Castle Dale UT 8

0 91 1619 .0110 .00 Unnamed Spring
WATER USE(S): PRIORITY DATE: 00/00/1869
Jorgensen, A. Gale Castle Dale UT 8

http://waterrights.utah.gov/cgi-bin/wwwplat.exe?rad=5280&ns=s575&ew=e619&cor=NW&sec=29&town=14S&range=8E&bem=SL...
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0 91 1627 .0110 .00 Unnamed Spring
WATER USE(S): PRIORITY DATE: 00/00/1869
Jorgensen, Theron Don Castle Dale UT 8

1 t27140 .0000 3.00 6 260 N 1332 E 721 S4 19 14S SE SL X
WATER USE(S): OTHER PRIORITY DATE: 10/09/2002
State of Utah Division of Wildlife Resou Box 146301 salt Lake City UT 8

2 91 1178 .0110 .00 Unnamed Spring
WATER USE(S): PRIORITY DATE: 00/00/1869
Jorgensen, Ray Castle Dale UT 8

2 91 1604 _ .0110 .00 Unnamed Spring
WATER USE(S): PRIORITY DATE: 00/00/1869
Jorgensen, John L. UT

2 91 1612 .0110 .00 Unnamed Spring
WATER USE(S): PRIORITY DATE: 00/00/1869
Jorgensen, Joseph C. Castle Dale UT 8

2 91 1620 .0110 .00 Unnamed Spring
WATER USE(S): PRIORITY DATE: 00/00/1869
Jorgensen, A. Gale Castle Dale UT 8

2 91 1628 .0110 .00 Unnamed Spring
WATER USE(S): PRIORITY DATE: 00/00/1869
Jorgensen, Theron Don Castle Dale UT 8

2 91 1179 .0110 .00 Unnamed Spring
WATER USE(S): PRIORITY DATE: 00/00/1869
Jorgensen, Ray Castle Dale UT

2 91 1605 .0110 .00 Unnamed Spring
WATER USE(S): PRIORITY DATE: 00/00/1869
Jorgensen, John L. UT

2 91 1613 .0110 .00 Unnamed Spring
NATER USE(S): PRIORITY DATE: 00/00/1869
Jorgensen, Joseph C. Castle Dale UT 8

2 91 1621 .0110 .00 Unnamed Spring
WATER USE(S): PRIORITY DATE: 00/00/1869
Jorgensen, A. Gale Castle Dale UT 8

2 91 1629 .0110 .00 Unnamed Spring
WATER USE(S): PRIORITY DATE: 00/00/1869

http://waterrights.utah.gov/cgi-bin/wwwplat.exe?rad=5280&ns=s575&ew=e619&cor=NW&sec=29&town=14S&range=8E&bem=SL...
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Jorgensen, Theron Don Castle Dale UT 8

2 91 1180 .0110 .00 Unnamed Spring
WATER USE(S): PRIORITY DATE: 00/00/1869
Jorgensen, Ray UT

2 91 1606 .0110 .00 Unnamed Spring
WATER USE(S): PRIORITY DATE: 00/00/1869
Jorgensen, John L. UT

2 91 1614 .0110 .00 Unnamed Spring
WATER USE(S): PRIORITY DATE: 00/00/1869
Jorgensen, Joseph C. Castle Dale UT 8

2 91 1622 .0110 .00 Unnamed Spring
WATER USE(S): PRIORITY DATE: 00/00/1869
Jorgensen, A. Gale Castle Dale UT 8

2 91 1630 .0110 .00 Unnamed Spring
WATER USE(S): PRIORITY DATE: 00/00/1869
Jorgensen, Theron Don Castle Dale UT 8

2 91 1168 .0000 .00 South Fork Gordon Creek & Trib
WATER USE(S): PRIORITY DATE: 00/00/1869
Jorgensen, Ray Castle Dale UT 8

2 91 1601 .0000 .00 South Fork Gordon Creek & Trib
WATER USE(S): PRIORITY DATE: 00/00/1869
Jorgensen, John L. UT

2 91 1609 .0000 .00 South Fork Gordon Creek & Trib
WATER USE(S): PRIORITY DATE: 00/00/1869
Jorgensen, Joseph C. Castle Dale UT

2 91 1617 .0000 .00 South Fork Gordon Creek & Trib
WATER USE(S): PRIORITY DATE: 00/00/1869
Jorgensen, A. Gale Castle Dale UT 8

2 91 1625 .0000 .00 South Fork Gordon Creek & Trib
WATER USE(S): PRIORITY DATE: 00/00/1869
Jorgensen, Theron Don Castle Dale UT 8

3 91 3543 .0000 .00 Unnamed Stream
WATER USE(S): PRIORITY DATE: 00/00/1869
Burnside, Sarah McVey UT

3 91 3543 .0000 .00 Unnamed Stream

http://waterrights.utah.gov/cgi-bin/wwwplat.exe?rad=5280&ns=s575&ew=e619&cor=NW&sec=29&town=14S&range=8E&bem=SL...
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WATER USE(S): PRIORITY DATE: 00/00/1869
Burnside, Sarah McVey UT

4 91 1657 .0000 .00 South Fork Gordon Creek
WATER USE(S): STOCKWATERING PRIORITY DATE: 00/00/1869
Burnside, Sarah McVey Huntington UT 8

4 91 1657 .0000 .00 South Fork Gordon Creek
WATER USE(S): STOCKWATERING PRIORITY DATE: 00/00/1869
Burnside, Sarah McVey Huntington UT 8

5 91 3926 .0000 .00 North Fork Corner Canyon Creek
WATER USE(S): PRIORITY DATE: 00/00/1869
State of Utah School & Institutional Tru 675 East 500 South, 5th Floor Salt Lake City UT 8

6 91 3926 .0000 .00 North Fork Corner Canyon Creek
WATER USE(S): PRIORITY DATE: 00/00/1869
State of Utah School & Institutional Tru 675 East 500 South, 5th Floor Salt Lake City UT 8

7 91 3096 .0000 .00 Mud Water Creek
NATER USE(S): PRIORITY DATE: 00/00/1869
State of Utah School & Institutional Tru 675 East 500 South, 5th Floor Salt Lake City UT 8

8 91 1656 .0000 .00 North Fork Corner Canyon Creek
WATER USE(S): PRIORITY DATE: 00/00/1869
Burnside, Sarah McVey Huntington UT 8

9 91 1656 .0000 .00 North Fork Corner Canyon Creek
WATER USE(S): PRIORITY DATE: 00/00/1869
Burnside, Sarah McVey Huntington UT 8

A 91 2704 .0000 .00 North Fork Corner Canyon Creek
WATER USE(S): STOCKWATERING PRIORITY DATE: 00/00/1869
USA Bureau of Land Management (Price Fie 125 South 600 West Price UT 8

A 91 2704 .0000 .00 North Fork Corner Canyon Creek
WATER USE(S): STOCKWATERING PRIORITY DATE: 00/00/1869
USA Bureau of Land Management (Price Fie 125 South 600 West Price UT 8

A 91 4400 .0000 .00 Corner Canyon Creek
WATER USE(S): STOCKWATERING PRIORITY DATE: 00/00/1869
State of Utah School & Institutional Tru 675 East 500 South, 5th Floor Salt Lake City UT 8

A 91 4400 .0000 .00 Corner Canyon Creek
WATER USE(S): STOCKWATERING PRIORITY DATE: 00/00/1869
State of Utah School & Institutional Tru 675 East 500 South, 5th Floor Salt Lake City UT 8

http://waterrights.utah.gov/cgi-bin/wwwplat.exe?rad=5280&ns=s575&ew=e619&cor=NW&sec=29&town=l4S&range=8E&bem=SL...



Points of Diversion Page 6 of 6

B 91 3096 .0000 .00 Mud Water Creek
WATER USE(S) : PRIORITY DATE: 00/00/1869
State of Utah School & Institutional Tru 675 East 500 South, 5th Floor Salt Lake City UT 8

C 91 3098 .0000 .00 Losan les Can on Creek
WATER USE(S): PRIORITY DATE: 00/00/1869
State of Utah School & Institutional Tru 675 East 500 South, 5th Floor Salt Lake City UT 8

O

O

http://waterrights.utah.gov/cgi-bin/wwwplat.exe?rad=5280&ns=s575&ew=e619&cor=NW&sec=29&town=14S&range=8E&bem=SL...
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Well name: 04-03 Klabzuba Gordon Creek 2-29-14-8
Operator: Klabzuba Oil & Gas Inc.
String type: Surface Project ID:

43-007-30906
Location: Carbon County

Design parameters: Minimum design factors: Environment:
Collapse Collapse: H2S considered? No

Mud weight: 8.400 ppg Design factor 1.125 Surface temperature: 65 °F
Design is based on evacuated pipe. Bottom hole temperature: 93 °F

Temperature gradient: 1.40 °F/100ft
Minimum section length: 250 ft

Burst:
Design factor 1.00 Cement top:

Burst
Max anticipated surface (As se ne dL

pressure: 0 psi
Internal gradient: 0.468 psilft Tension: Non-directional string.
Calculated BHP 935 psi 8 Round STC: 1.80 (J)

8 Round LTC: 1.80 (J)
No backup mud specified. Buttress: 1.60 (J)

Premium: 1.50 (J)
Body yield: 1.50 (B) Re subsequent strings:

Next setting depth: 4,000 ft
Tension is based on air weight. Next mud weight: 9.000 ppg
Neutral point: 1,748 ft Next setting BHP: 1,870 psi

Fracture mud wt: 19.000 ppg
Fracture depth: 2,000 ft
Injection pressure 1,974 psi

Run Segment Nominal End True Vert Measured Drift Est.
Seq Length Size Weight Grade Finish Depth Depth Diameter Cost

(ft) (in) (Ibs/ft) (ft) (ft) (in) ()
1 2000 8.625 24.00 J-55 ST&C 2000 2000 7.972 13103

Run Collapse Collapse Collapse Burst Burst Burst Tension Tension Tension
Seq Load Strength Design Load Strength Design Load Strength Design

(psi) (psi) Factor (psi) (psi) Factor (Kips) (Kips) Factor
1 873 1370 1.57 935 2950 3.16 48 244 5.08 J

Prepared Dustin Doucet Phone: 801-538-5281 Date: April 9,2003
by: Utah Dept. of Natural Resources FAX: 801-359-3940 Salt Lake City, Utah

ENGINEERING STIPULATIONS: NONE
Collapse strength is based on the Westcott, Dunlop & Kemler method of biaxial correction for tension.
Collapse is based on a vertical depth of 2000 ft, a mud weight of 8.4 ppg The casing is considered to be evacuated for collapse purposes.
Burst strength is not adjusted for tension.

Engineering responsibility for use of thisdesign wi/Ibe thatof the
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Well name: 04-03 Klabzuba Gordon Creek 2-29-14-8
Operator: Klabzuba Oil & Gas Inc.
String type: Production Project ID:

43-007-30906
Location: Carbon County

Design parameters: Minimum design factors: Environment:
Collapse Collapse: H2S considered? No

Mud weight: 9.000 ppg Design factor 1.125 Surface temperature: 65 °F
Design is based on evacuated pipe. Bottom hole temperature: 121 °F

Temperature gradient: 1.40 °F/100ft
Minimum section length: 250 ft

Burst
eg factor 1.00 Cement top:

Max anticipated surface
pressure: 0 psi

Internal gradient: 0 i/ft Tension: Non-directional string.
Calculated BHP 1,870 8 Round STC: 1.80 (J)

8 Round LTC: 1.80 (J)
No backup mud specified. Buttress: 1.60 (J)

Premium: 1.50 (J)
Body yield: 1.50 (B)

Tension is based on air weight.
Neutral point: 3,455 ft

Run Segment Nominal End True Vert Measured Drift Est.
Seq Length Size Weight Grade Finish Depth Depth Diameter Cost

(ft) (in) (Ibs/ft) (ft) (ft) (in) ()
1 4000 5.5 15.50 J-55 ST&C 4000 4000 4.825 16934

Run Collapse Collapse Collapse Burst Burst Burst Tension Tension Tension
Seq Load Strength Design Load Strength Design Load Strength Design

(psi) (psi) Factor (psi) (psi) Factor (Kips) (Kips) Factor
1 1870 4040 2.16 1870 4810 2.57 62 202 3.26 J

Prepared Dustin Doucet Phone: 801-538-5281 Date: April 1,2003
by: Utah Dept. of Natural Resources FAX: 801-359-3940 Salt Lake City, Utah

ENGINEERING STIPULATIONS: NONE
Collapse strength is based on the Westcott, Dunlop & Kemler method of biaxial correctionfor tension.
Collapse is based on a vertical depth of 4000 ft, a mud weight of 9 ppg The casing is considered to be evacuated for collapse purposes.
Burst strength is not adjusted for tension.

Engineering responsibility for use of thisdesign wi/Ibe thatof the
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State of Utah
DEPARTMENT OF NATURAL RESOURCES
DIVISION OF OIL, GAS AND MINING
1594 West North Temple, Suite 1210
PO Box 145801Michael O. Leavitt

Governor Salt Lake City,Utah 84114-5801

Robert L. Morgan (801) 538-5340 telephone
Executive Director (801) 359-3940 fax
Lowell P. Braxton (801) 538-7223 TTY
Division Director www.nr.utah.gov

April 9, 2003

Klabzuba Oil & Gas Inc.
700 17th Street, Suite 1300
Denver, CO 80202

Re: Gordon Creek, State 2-29-14-8 Well, 575' FNL, 619' FWL, NW NW, Sec. 29,
T. 14 South, R. 8 East, Carbon County, Utah

Gentlemen:

Pursuant to the provisions and requirements of Utah Code Ann.§ 40-6-1 et seq., Utah
Administrative Code R649-3-1 et seq., and the attached Conditions of Approval, approval to drillthe referenced well is granted.

This approval shall expire one year from the above date unless substantial and continuousoperation is underivay, or a request for extension is made prior to the expiration date. The APIidentification number assigned to this well is 43-007-30906.

erely,

ohn R. Baza
Associate Director

pab
Enclosures

cc: Carbon County Assessor
SITLA

utah!
Where ideas
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Operator: Klabzuba Oil & Gas Inc.
Well Name & Number Gordon Creek, State 2-29-14-8
API Number: 43-007-30906
Lease: ML-46539

Location: NW NW Sec. 29 T. 14 South R. 8 East

Conditions of Approval
1. General

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

2. Notification Requirements
The operator is required to notify the Division of Oil, Gas and Mining of the following
actions during drilling of this well:

• 24 hours prior to cementing or testing casing
• 24 hours prior to testing blowout prevention equipment
• 24 hours prior to spudding the well
• within 24 hours of any emergency changes made to the approved drilling program
• prior to commencing operations to plug and abandon the well

The following are Division of Oil, Gas and Mining contacts and their work telephone
numbers (please leave a voice mail message if the person is not available to take the call):

• Dan Jarvis at (801) 538-5338
• Carol Daniels at (801) 538-5284 (spud)

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

4. Compliance with the State of Utah Antiquities Act forbids disturbance of archeological,
historical, or paleontological remains. Should archeological, historical or paleontological
remains be encountered during your operations, you are required to immediately suspend
all operations and immediately inform the Trust Lands Administration and the Division
of State History of the discovery of such remains.

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

6. Surface casing shall be cemented to the
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STATE OF UTAH FORM 9

DEPARTMENTOF NATURALRESOURCES

0 0 5 DIVISIONOF OIL,GAS AND MINING 5. LEASE DESIGNATIONANDSERIALNUMBER
ML-46539

6. IF INDIAN,ALLOTTEEOR TRIBE NAME:
SUNDRY NOTICES AND REPORTS ON WELLS N/A

7. UNITorCA AGREEMENTNAME:
Do not use thisform for proposals to drillnew wells, significantly deepen existing wells below current bottom-hole depth, reenter plugged wells, or to N/Adrillhorizontal laterals. Use APPLICATIONFOR PERMITTO DRILLform for such proposals.

1. TYPE OF WELL -- 8. WELL NAMEand NUMBER:
OILWELL U GAS WELL / OTHER Gordon Creek, State 2-29-14-8

2. NAMEOF OPERATOR: 9. API NUMBER

Klabzuba Oil and Gas, Inc. 4300730906
3. ADDRESS OF OPERATOR: PHONE NUMBER: 10. FIELDANDPOOL, OR WILDCAT:
700-17th St., Ste 1300 ciTY Denver STATE CO ZlP 80202 (303) 382-2177 Gordon Creek

4. LOCATION OF WELL

FOOTAGESATSURFACE: 575' FNL, 619' FWL COUNTY: Carbon

QTRIQTR, SECTION, TOWNSHIP, RANGE, MERIDIAN: NWNW 29 14S 8E S STATE:
UTAH

11. CHECK APPROPRIATE BOXES TO INDICATENATUREOF NOTICE, REPORT, OR OTHER DATA
TYPE OF SUBMISSION TYPE OF ACTION

ACIDIZE DEEPEN REPERFORÀTE CURRENT FORMATIONO NOTICE OF INTENT
(Submit in Duplicate) ALTERCASING FRACTURETREAT SIDETRACKTO REPAIR WELL

Approximate date work willstart CASING REPAIR NEW CONSTRUCTION TEMPORARILYABANDON

CHANGETO PREVIOUS PLANS OPERATOR CHANGE TUBINGREPAIR

CHANGETUBING PLUGANDABANDON VENT OR FLARE

SUBSEQUENT REPORT CHANGEWELLNAME PLUG BACK WATER DISPOSAL
(Submit Original Form Only)

O CHANGEWELLSTATUS PRODUCTION(STARTIRESUME) WATER SHUT-OFF
Date of work completion:

COMMINGLE PRODUCING FORMATIONS RECLAMATIONOF WELLSITE OTHER: Extend State Permit

O CONVERTWELLTYPE RECOMPLETE - DIFFERENT FORMATION

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

Klabzuba Oiland Gas, Inc. hereby requests a one year extension of the state permit for the referenced well.

Approved by the
Utah Division of

Oil, Gas and Mining

Date: - 3

NAME(PLEASE PRINT) Don Hamilton TITLE Agent for Klabzuba Oiland Gas, Inc.

SIGNATURE f),an¿ DATE 4/16/2004
MH,HVFD

(This space for State use only)

APR2 1 2004
DIV.0FOIL,GAS&MINING

(5/2000) (See Instructions on Reverse Side)
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Application for Permit to Drill
Request for Permit Extension

Validation
(thisform should accompany the Sundry Notice requesting permit extension)

API: 43-007-30906
Well Name: Gordon Creek, State 2-29-14-8

Location: NWl4 NWl4, Section 29, T14S, RSE, SLB&M
Company Permit Issued to: Klabzuba Oil and Gas, Inc.
Date Original Permit issued:

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

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

If located on private land, has the ownership changed, if so, has the surface
agreement been updated? Yes O No12\

Have any wells been drilled in the vicinity of the proposed well which would affect
the spacing or siting requirements for this location? YesO Nol2l

Has there been any unit or other agreements put in place thatcould affect the
permitting or operation of thisproposed well? YesONolEl

Have there been any changes to the access route including ownership, or right-
of-way, which couldaffect the proposed location? YesO No El

Has the approved source of water for drilling changed? YesO NolEl

Have therebeen any physical changes to the surface location or access route
which willrequire a change in plans from what was discussed at theonsite
evaluation? YesO NolEl

Is bonding still in place, which covers thisproposed well? YeslEINoO

4/16/2004

Signature Date

Title: Agent for Klabzuba

Representing: Klabzuba Oil and Gas, Inc,
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STATE OF UTAH FORM 9

DEPARTMENTOF NATURALRESOURCES
DIV1SIONOF OIL,GAS AND MINING 5. LEASE DESIGNATIONANDSERIAL NUMBER:

UUU ML-46539
6. IF INDIAN,ALLOTTEEOR TRIBE NAME:SUNDRY NOTICES AND REPORTS ON WELLS N/A
7. UNITor CA AGREEMENTNAME:Do not use this form for proposals to drill new wells, signilicantly deepen existing wells below current botlom-hole depth, reenter plugged wells, or to Undesi nateddrillhorizontal laterais. Use APPLICATIONFOR PERMITTO DRILLfonn for such poposals.

1. TYPE OF WELL
OIL WELL GAS WELL B OTHER Et

O ree
SEt

te 2-29-14-8
2. NAMEOF OPERATOR: 0 0 1 ½ $ LA L.) 1 | Q (L 9. API NUMBER:
Klabzuba Oiland Gas, Inc. 4300730906

3. ADDRESS OF OPERATOR: PHONE NUMBER: 10. FIELDAND POOL, OR WILDCAT:
700-17th St., 8.1300 ciTy Denver STATE CO ZIP80202 (303) 382-2177 Gordon Creek

4. LOCATIONOF WELL

FOOTAGES AT SURFACE: 575' FNL, 619' FWL COUNTY: Carbon

QTR/QTR, SECTION, TOWNSHIP, RANGE, MERIDIAN: NWNW 29 14S 8E S STATE:
UTAH

n. CHECK APPROPRIATE BOXES TO INDICATENATUREOF NOTICE, REPORT, OR OTHER DATA
TYPE OF SUBMISSION TYPE OF ACTION

O ACIDIZE DEEPEN REPERFORATE CURRENT FORMATIONO NOTICE OF INTENT
(Submit in Duplicate) O ALTERCASING FRACTURETREAT SIDETRACKTO REPAIR WELL

Approximate date work willstat CASING REPAIR NEW CONSTRUCTION TEMPORARILY ABANDON

O CHANGE TO PREVIOUS PONS OPERATOR CHANGE TUBINGREPAIR

O CHANGE TUBING PLUG ANDABANDON VENT OR FLARE

SUBSEQUENT REPORT Q CHANGEWELLNAME PLUG BACK WATER DISPOSAL
(Submit Original Form Only)

O CHANGEWELLSTATUS PRODUCTION(STARTIRESUME) WATER SHUT-OFF
Date of work completion:

O COMMINGLE PRODUCING FORMATIONS RECLAMATIONOF WELL SITE OTHER: Extend State Permit

O CONVERTWELLTYPE RECOMPLETE - DIFFERENT FORMATION

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

Klabzuba Oiland Gas, Inc. hereby requests a one year extension of the state permit for the Gordon Creek, State 2-29-14-8.

This is the second extension that has been requested.

Approved by the
Utah Division of

Oil, Gas and Mining

Date

NAME(PLEASE PRI Don Hamilton TITLE A980ÍIOr Klabzuba Oiland Gas, Inc.

SIGNATURE Om¿ & a DATE 5/12/2005

(This space for State use only)
RECEIVED

(5/2000) (SeeInstructionsonReverseSide)
oN.OPQL GAB



Application for Permit to Drill
Request for Permit Extension

Validation
(thisform should accompany the Sundry Notice requesting pennit extension)

API: 43-005-3Õ905
Well Name: Gordon Creek, State 2-29-14-8
Location: NW/4 NWl4, Section 29, T14S, RSE, SLB&M
Company Permit Issued to: Klabzuba Oil and Gas, Inc.
Date Original Permit issued:

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

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

If located on private land, has the ownership changed, ifso, has the surface
agreement been updated? YesONol2l

Have any wells been drilled in thevicinityof the proposed well which would affect
the spacing or sitingrequirements for this location? YesO Nol2I

Has therebeen any unit or other agreements put in place thatcould affect the
permitting or operation of this proposed well? YesONol2I

Have therebeen any changes to theaccess route including ownership,or right-
of-way, which could affect the proposed location? YesO Noli21

Has the approved source of water for drillingchanged? YesO Nol2I

Have there been any physical changes to the surface location or access route
which willrequire a change in plans from what was discussed at the onsite
evaluation? YesONol21

Is bonding still in place, which covers this proposed well? YeslEINoO

5/12/2005

Signature Date

Title: Agent for Klabzuba Oil and Gas, Inc.

RECEIVED
Representing: Klabzuba Oil and Gas, Inc.

OILMS &



Division of Oil, Gas and Mining

ROUTING
OPERATOR CHANGE WORKSHEET

2. CDW
X Change of Operator (Well Sold) Designation of Agent/Operator

Operator Name Change Merger

The operator of the well(s) listed below has changed, effective: 1/1/2006
FROM: (Old Operator): TO: ( New Operator):
N1325-Klabzuba Oil & Gas, Inc. N2560-Fellows Energy Ltd.

700 17th St, Suie 1300 8716 Arapahoe Road
Denver, CO 80202-3512 Boulder, CO 80303

Phone: 1-(303) 299-9097 Phone: 1-(303) 926-4415
CA No. Unit:

WELL(S)
NAME SEC TWN RNG API NO ENTITY LEASE WELL WELL

NO TYPE TYPE STATUS
GORDON CREEK ST 3-5-14-8 05 140S 080E 4300730932 State GW APD C
GORDON CREEK ST 1-7-14-8 07 140S 080E 4300730902 State GW APD C
GORDON CREEK ST 3-7-14-8 07 140S 080E 4300730903 State GW APD C
GORDON CREEK ST 4-7-14-8 07 140S 080E 4300730904 State GW APD C
GORDON CREEK ST 4-18-14-8 18 140S 080E 4300730881 13665 State GW S
GORDON CREEK ST lA-18-14-8 18 140S 080E 4300730892 13709 State GW P
GORDON CREEK Ul 19 140S 080E 4300730044 13707 State GW P
GORDON CREEK ST 19-14-8 19 140S 080E 4300730724 13251 State GW P
GORDON CREEK ST 19-14-8 (B) 19 140S 080E 4300730807 13708 State GW S
GORDON CREEK ST 1-19-14-8 19 140S 080E 4300730874 13646 State GW P
GORDON CREEK ST 2-20-14-8 20 140S 080E 4300730883 13694 State GW TA
GORDON CREEK ST 3-20-14-8 20 140S 080E 4300730905 State GW APD C
BURNSIDE 29-14-8 29 140S 080E 4300730725 13250 Fee GW S
GORDON CREEK ST 2-29-14-8 29 140S 080E 4300730906 State GW APD C
GORDON CREEK ST 1-30-14-8 30 140S 080E 4300730875 State GW APD C

OPERATOR CHANGES DOCUMENTATION
Enter date after each listed item is completed
1. (R649-8-10) Sundry or legal documentation was received from the FORMER operator on: 3/28/2006
2. (R649-8-10) Sundry or legal documentation was received from the NEW operator on: 3/28/2006

3. The new company was checked on the Department of Commerce, Division of Corporations Database on: 5/25/2005
4. Is the new operator registered in the State of Utah: YES Business Number: 5589189-0143
5. If NO, the operator was contacted contacted on:

6a. (R649-9-2)Waste Management Plan has been received on: Requested 3/29/2006
6b. Inspections of LA PA state/fee well sites complete on: n/a

Fellows FORM 4A.xls



. O O '

7. Federal and Indian Lease Wells: The BLM and or the BIA has approved the merger, narne change,
or operator change for all wells listed on Federal or Indian leases on: BLM n/a BIA n/a

8. Federal and Indian Units:
The BLM or BIA has approved the successor of unit operator for wells listed on: n/a

9. Federal and Indian Communization Agreements ("CA"):
The BLM or BIA has approved the operator for all wells listed within a CA on: n/a

10. Underground Injection Control ("UIC") The Division has approved UIC Form 5, Transfer of Authority to
Inject, for the enhanced/secondary recovery unit/project for the water disposal well(s) listed on: n/a

DATA ENTRY:
1. Changes entered in the Oil and Gas Database on: 3/29/2006

2. Changes have been entered on the Monthly Operator Change Spread Sheet on: 3/29/2006

3. Bond information entered in RBDMS on: 3/29/2006

4. Fee/State wells attached to bond in RBDMS on: 3/29/2006

5. Injection Projects to new operator in RBDMS on: n/a

6. Receipt of Acceptance of Drilling Procedures for APD/New on: 3/28/2006

FEDERAL WELL(S) BOND VERIFICATION:
1. Federal well(s) covered by Bond Number: n/a

INDIAN WELL(S) BOND VERIFICATION:
1. Indian well(s) covered by Bond Number: n/a

FEE & STATE WELL(S) BOND VERIFICATION:
1. (R649-3-1) The NEW operator of any fee well(s) listed covered by Bond Number RLB0009012

2. The FORMER operator has requested a release of liability from their bond on: not yet
The Division sent response by letter on:

LEASE INTEREST OWNER NOTIFICATION:
3. (R649-2-10) The FORMER operator of the fee wells has been contacted and informed by a letter from the Division

of their responsibility to notify all interest owners of this change on: 3/30/2006

COMMENTS:

Fellows FORM 4A.xls





EXHIBIT"A"
SUNDRY NOTICESANDREPORTS ON WELLS

CHANGEOF OPERATOR FROM KLABZUBAOIL&GAS, INC. TO FELLOWSENERGY,LIMITED,EFFECTIVEJANUARY1, 2006

Lease
API # Well Name Description Serial Number

43-007-30044 Gordon Creek Unit#1 NWI4SE/4 of Section 19, Ti48-RSE, SLB&M ML-46539

43-007-30724 Gordon Creek State 19-14-8 SE/4NW/4 of Section 19, T148-R8E, SLB&M ML-27908

43-007-30725 Bumside 29-14-8 NWI4NE/4of Section 29, T14S-R8E, SLB&M

43-007-30807 Gordon Creek State 19-14-8(B) NWI48Wl4 ofSection 19, T14S-RSE, SLB&M ML-27908

43-007-30874 Gordon Creek State 1-19-14-8 SE/4NE/4 of Section 19, T148-R8E, SLB&M ML-46539

43-007-30881 Gordon Creek State 4-18-14-8 SE/48E/4 of Section 18, T14S-R8E, SLB&M ML-46537

43-007-30883 Gordon Creek State 2-20-14-8 NW/4NWl4ofSection 20, T14S-R8E, SLB&M ML-46539

43-007-30892 Gordon Creek State 1A-18-14-8 SE/4NE/4 of Section 18, T14S-R8E, SLB&M ML-46537

43-007-30875 Gordon Creek State 1-30-14-8 NE/4NE/4of Section 30, T14S-R8E, SLB&M ML-46539

43-007-30902 Gordon Creek State 1-7-14-8 SE/4NE/4 of Section 7, T148-RSE, SLB&M ML-46537

43-007-30903 Gordon Creek State 3-7-14-8 SE/4SWl4 of Section 7, T148-R8E, SLB&M ML-46537

43-007-30904 Gordon Creek State 4-7-14-8 NE/48E/4 of Section 7, T14S-R8E, SLB&M ML-46537

43-007-30905 Gordon Creek State 3-20-14-8 SW/4SWl4 of Section 20, T14S-R8E, SLB&M ML-46539

43-007-30906 Gordon Creek State 2-29-14-8 NWl4NWl4of Section 29, T14S-R8E, SLB&M ML-46539

43-007-30932 Gordon Creek State 3-5-14-8 SE/4SWl4 of Section 5, T14S-R8E, SLB&M



STATE OF UTAH
DEPARTMENTOF NATURALRESOURCES

DivlsloN OF OIL, GAS AND MINING

Request to Transfer Application or Permit to Drill

(This form should accompany a Sundry Notice, Form 9, requesting APD transfer)

Well name: Gordon Creek State 2-29-14-8

API number: 4300730906

Location: Qtr-Qtr: NWNW Section 29 Township: 14S Range 8E

Company that filed original application: Klabzuba 08 &Gas, Inc.

Date original permit was issued: 04/09/2003

Company that permit was issued to: Klabzuba Oil&Gas, Inc.

Check
DOSired Action:one

Transfer pending (unapproved) Application for Permit to Drill to new operator

The undersigned as ownerwith legal rights todrillon the property, hereby verifies that the information as
submittedin the pending Application for Permit to Drill,remains valid and does not require revision. The new
owner of the application acceptsand agrees tothe information and procedures as stated in the application.

/ Transfer approved Application for Permit to Drill to new operator

The undersigned as owner with legal rights todrillon the property as permitted, hereby verifies thatthe
information as submittedin the previously approved application todrill, remains validand does not require
revision.

Following is a checklist of some items related to the application, which should be verified. Yes No

if located on private land, has the ownership changed?

Ifso, has the surface agreement been updated?
Have any wells been drilled in the vicinityofthe proposed well whichwould affect thespacing or siting /requirements for thislocation?
Have therebeen any unitor otheragreements put in place thatcould affectthe permitting or operationof this |proposed well?
Have therebeen any changes to theaccess route including ownershipor right-of-way,which could affect the /proposed location?
Has theapprovedsource ofwater for drillingchanged?
Have there been any physical changes to thesurface location or access route whichwillrequire a change in
plans from what was discussed at the onsite evaluation?
Is bonding still in place, whichcovers thisproposed well? Bond No.

Anydesired or necessary changes to either a pending or approved Application for Permit to Drillthat is being transferred,
shouldbe filed on a Sundry Notice, Form 9, or amended Application for Permitto Drill,Form 3, as appropriate,with
necessary supportinginformation as required.

Name (please ) stev 'n
,

- Title Vice-Posident Operations

Signature Date / $~ÛÊ
Represent g (companyname) Fellows Energy, i.imited

The person signing this form must have legal authority to represent thecompany or individual(s) to be listed as the new operator on the Application for
Permitto Drill RECElVED
(3/2004)

MAR2 82006
DIV.0F01L,GAS&



0
JON M. HUNTSMAN, JR.

Governor

GARY R. HERBERT
Lieutenant Governor

State of Utah May 30, 2006

Department of
Natural Resources Don Hamilton

MICHAEL R. STYLER Fellows Energy Ltd.
Executive Director 2580 Creek view Road
Division of Moab, UT 84532

Oil, Gas & Mining

JOHN R. BAZA
Division Director

Re: APD Rescinded --Gordon Creek St 2-29-14-8 Sec. 29, T. 14S R. 8E
Carbon County, Utah API No. 43-007-30906

Dear Mr. Hamilton:

The Application for Permit to Drill (APD) for the subject well was
approved by the Division of Oil, Gas and Mining (Division) on April 9, 2003. On
May 3, 2004 and May 19, 2005 the Division granted a one-year APD extension.
No drilling activity at this location has been reported to the division. Therefore,
approval to drill the well is hereby rescinded, effective May 30, 2006.

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

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

Sincerely,

D na Whitney
En °neering Technician

cc: Well File
SITLA, Ed Bonner

1594 West North Temple, Suite 1210, PO Box 145801, Salt Lake City,UT 84114-5801
telephone(801) 538-5340 • facsimile (801) 359-3940 • TTY (801) 538-7458 •
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