APl Well Number: 43043500010000

STATE OF UTAH
DEPARTMENT OF NATURAL RESOURCES
DIVISION OF OIL, GAS AND MINING

FORM 3

AMENDED REPORT

APPLICATION FOR PERMIT TO DRILL

1. WELL NAME and NUMBER
Tristram Creek 11-24

2. TYPE OF WORK
DEEPEN WELL{

REENTER P&A WELL | ) —

DRILL NEW WELL i)

3. FIELD OR WILDCAT
WILDCAT

4. TYPE OF WELL

Oil Well Coalbed Methane Well: NO

5. UNIT or COMMUNITIZATION AGREEMENT NAME

6. NAME OF OPERATOR
QUANECO, LLC

7. OPERATOR PHONE
818-225-5000

8. ADDRESS OF OPERATOR
22801 Venture Blvd. Ste 200, Wooldand Hills, CA, 91364

9. OPERATOR E-MAIL
fatchanceog@aol.com

10. MINERAL LEASE NUMBER
(FEDERAL, INDIAN, OR STATE)
FEE

11. MINERAL OWNERSHIP
FEDERAL( | INDIAN| |

- ) STATE[

]

FEE (1)

13. NAME OF SURFACE OWNER (if box 12 = 'fee')
Skull Valley Company, Ltd.

12. SURFACE OWNERSHIP
[l X (o ="
FEDERAL| | IND STATE |4 |  FEE l,,l
14. SURFACE_ OWNER PH if b = 'fee")

801-6

15. ADDRESS OF SURFACE OWNER (if box 12 = 'fee') 16. SURFA IL ox 12 = 'fee')
925 West 100 North, Suite F, Salt Lake City, UT 84054
18. INTEND TO COMMINGLE PRODUCTION FROM 19 NT
17. INDIAN ALLOTTEE OR TRIBE NAME
(if box 12 = 'INDIAN’) MULT.LPLE FORMATIONS - B B B
YES IJ (Submit Commingling Application) NO \ RTI NAL \:_} HORIZONTAL |:_}
20. LOCATION OF WELL FOOTAGES QTR-QTR SEC TOWNSI NGE MERIDIAN
LOCATION AT SURFACE 1928 FSL 2278 FWL NESW N 6.0 E S
Top of Uppermost Producing Zone 1928 FSL 2278 FWL NESW 2 N 6.0 E S
At Total Depth 1928 FSL 2278 FWL NESW 5.0N 6.0 E S
21. COUNTY 22, DISTANCE TO NEARES EL [23. NUMBER OF ACRES IN DRILLING UNIT
SUMMIT 40
25. DISTANCE TO NE OOL
" el 26. PROPOSED DEPTH
(Applied For Drilling c3 MD: 3000 TVD: 3000
27. ELEVATION - GROUND LEVEL 28. BO U 29. SOURCE OF DRILLING WATER /
WATER RIGHTS APPROVAL NUMBER IF APPLICABLE
7210 04- Evanston CIty
S d ent Information
String Hole Size Casing Size e Thread Max Mud Wt. Cement Sacks | Yield Weight
SURF 11.25 8.625 0- 4.0 -55 ST&C 9.5 Varocem 100 2.96 11.5
Varocem 90 1.81 13.5
PROD 7.875 30 9.5 J-55 ST&C 9.5 Varocem 185 2.96 11.5
Varocem 75 1.81 13.5
ATTACHMENTS
VERIFY THE FO IN A ED IN ACCORDANCE WITH THE UTAH OIL AND GAS CONSERVATION GENERAL RULES
WELL PLAT OR PR D BY SED SURVEYOR OR ENGINEER COMPLETE DRILLING PLAN

URFACE OWNER AGREEMENT (IF FEE SURFACE)

D FORM 5. IF OPERATOR IS OTHER THAN THE LEASE OWNER

N (IF DIRECTIONALLY OR HORIZONTALLY
DRILLED)

TOPOGRAPHICAL MAP

NAME Terri Hartle TITLE Admin/Regulatory (Western Land Services)

PHONE 435 896-5501

SIGNATURE DATE 07/20/2011

EMAIL Terri.Hartle@Westernls.com

API NUMBER ASSIGNED 43043500010000 APPROVAL

Received: November 30, 2011




APl Well Number: 43043500010000

DRILLING PLAN
Operator: Quaneco, LLC
Tristram Creek 11-24
1928’ FSL & 2278 FWL Ungraded GL = 7210’
Sec. 24 T5N R6E, Summit County, Utah

1. ESTIMATED TOPS OF GEOLOGIC MARKERS

Formation Depth Fluid
Wasatch Surface — 1215’ Potential water sands
Evanston 1215’ - 1820’ Water, Pessible Qill{Gas
Henefer(Adaville) 1820 — 2120 None
Upton Sandstone 2120’ Paossible Qil
TD 3000’

2. ESTIMATED FORMATION POTENTIAL 66

The primary objective is the Upton Sandstone formatlo or mtends to evaluate
shows if present in other intervals shown aboyve. The d tops and zone thickness
are listed in section one of this drilling plan.

3. PRESSURE CONTROL EQUI%;EAQ0

Minimum Specmcatloe

1. 117 3M§* onsisting of a pipe ram and blind ram.

anifold consisting of two adjustable chokes and bleed line.
” K|II Line

4. 2’/AChoke bkine

All components of the BOP stack are to be installed and pressure tested before
drillingfout from under the 8 5/8” surface casing. Rams, manifold and lines are to be
tested to both a low pressure of 250 psig and a high pressure equal to the working
pressure rating.

An adequate accumulator system will be utilized to hydraulically operate all
components of the BOP equipment.

The surface casing will be pressure tested to 750 psig.

The BOP equipment will be tested as necessary, and whenever a pressure seal is
broken.

Received: July 20, 2011



APl Well Number: 43043500010000

DRILLING PLAN
Operator: Quaneco, LLC
Tristram Creek 11-24
1928’ FSL & 2278 FWL Ungraded GL = 7210’
Sec. 24 T5N R6E, Summit County, Utah

Operator will adhere to Utah Oil and Gas Conservation General Rule R649-3-7(Well
Control).

4. CASING PROGRAM

Conductor: 14” in 20" hole preset @ approx. 60’ & cemented,with redisnix‘cement.

Surface:

Depth: 800" +/- 6
oD: 8 5/8" in 11 1/4” drilled hole size e
Grade: J55 STC q

Wi: 24.00 ppf

Cement: Cemented with 400 sx QRSI lead cement
w/0.125 pps ol - pps Kwik Seal: 11.5 ppg and
sx Varicem tail cement w/ 0.125

2 96 cu
0 25 pps Kwik Seal: 13.5 ppg and 1.81 cuft/
place with fresh water.

0 de shoe, float collar, and ten centralizers will be utilized to

m‘ assure preper cement placement.
@ Depth 3000’ +/-
4 1/2" in 7 7/8" drilled hole size

Grade J-55 STC
9.5 ppf
Cement: Cemented with 185 sx Varicem RSI lead cement

w/0.125 pps Poly-E-Flake, 0.25 pps Kwik Seal: 11.5 ppg and
2.96 cuft/sack yield; and 75 sx Varicem tail cement w/ 0.125
pps Poly-E-Flake, 0.25 pps Kwik Seal: 13.5 ppg and 1.81 cuft/
sack yield. Displace with fresh water.

Float shoe, float collar, and 15 centralizers will be utilized
to assure proper cement placement.

Surface casing will be cemented to surface, thus protecting shallow aquifers and the

associated water. Slurry volumes for lead and tail cement to be utilized behind production
casing will be adjusted based on callipered open hole volume.

Received: July 20, 2011



APl Well Number: 43043500010000

DRILLING PLAN
Operator: Quaneco, LLC
Tristram Creek 11-24
1928’ FSL & 2278 FWL Ungraded GL = 7210’
Sec. 24 T5N R6E, Summit County, Utah

5. DRILLING FLUIDS PROGRAM

The surface hole drilling fluid will be a lightly treated fresh water native mud. Hole
conditions will dictate if additives such as chemicals, gel or weighting materials are added.
It is anticipated that occasional gel with LCM and/or polymer sweeps will be‘requireddo
adequately clean the hole. Mud weight will be maintained at 9.5 ppg.ert. less. Adeguate
quantities of barite to raise the mud weight as dictated by hole conditions will,be stored and
available on location before drilling out the surface casing cement plug.

Mud pits will be visually monitored. The hole will be filled during trips and kept full at all

times unless lost circulation is encountered.
The main hole below surface casing will be drilled with an inhibited fI::i

6. EVALUATION PROGRAM Q‘
Coring: ‘)Q
No full hole cores are planad. @&w sidewall cores will be taken if necessary.

Logging: e

One-man m ﬁgl unit from base of surface casing to TD.
[

[ /SP planned from TD to base of surface casing w/ GR to surface.
L/GR/Cal planned from TD to base of surface casing.

Testing:
Open hole drill stem tests will be run across oil/gas shows of sufficient interest.

7. ABNORMAL PRESSURES OR TEMPERATURES

No abnormal pressures or temperatures are expected. Maximum anticipated bottom
hole pressure is 1200 psi or less. The pressure gradient at any depth is expected to be 0.4
psi/ft or less.

Hydrogen sulfide gas is produced from deeper formations in wells located within the
general area of the proposed well. However, the primary objective of the proposed well is
the Upton Sandstone formation from which no known hydrogen sulfide has been
encountered, nor in any formations above the Upton Sandstone. Therefore the presence of
hydrogen sulfide in the proposed well is not expected or anticipated.

Received: July 20, 2011



APl Well Number: 43043500010000

DRILLING PLAN
Operator: Quaneco, LLC
Tristram Creek 11-24
1928’ FSL & 2278 FWL Ungraded GL = 7210’
Sec. 24 T5N R6E, Summit County, Utah

8. ADDITIONAL INFORMATION

Anticipated commencement of operations for the proposed well will be as soon as
practical after approval and issuance of the permit by State of Utah Department of Natural
Resources.

Deviation control is expected to be necessary during drilling operations below,surface
casing, and will be implemented with mud motors and proper downhaole drilling assemblies
as required and dictated by hole deviation and conditions.

Quaneco, LLC intends to test and evaluate any zone that indicates oil/ potential.
Packers and bridge plugs will be utilized inside productigh casing to isolat es as
necessary for independent zone testing. Testing will be in accordan @ Oil and
Gas rule R649-3-19(Well Testing) and results will be submitted / ng-1o the Division of

QOil, Gas and Mining. ‘

Received: July 20, 2011



APTWell Number: 43043500010000 ¥
WELL PLAT FOR “QUANECO, LLC - TRISTRAM CREEK 11-24" A

SECTION 24, TSN, RGE, SLBEM, SUMMIT COUNTY, UTAH LR aggﬁf-E@&g%@gffz”gfz&@zyzgﬂ;ﬁfTHngTz*;zExﬁagzﬁ
MY DIRECT SUPERVISION AND GE THE

TE

e NARRATIVE

PURPOSE OF THIS SURVEY IS TO PLAT THE LOCATION OF THE

0SED WELL FOR "GUANE.‘G LLC ~ TRISTRAM CREEK 14-24 WHICH
IS LOCATED IN THE NE 1/4 OF T H SW 1/4 OF SECTION 24, T5N,
RGE, S5LBEM, SUMMI T COUNTY. UTAH

THE BASIS OF BEARING IS UTAH STATE PLANE COORDINATES, NORTHERN

b\ ZONE, DISTANCES ARE GRID, SCALE FACTOR IS 1.000341 TO GROUND.
T 157005 S5 BT es 10 s smarion
’/ﬁgEgTﬁééé CORNER SECTION 24 9$
- b -—7<‘ ————————— Fes el
Vs QUANECO THIS RAM \CREEK 11-24 (PROPOSHL)
s 59 'w (NAD
2278' FWL & ‘2 (WAVD 8B UeradED GROUND)
LEGEND
"
g PN PROPOSED WELL LOCATION
g B 6LO ROCK SECTION CORNER OR 1/4 COANER
SECTION LINE
z' """" e " TTTTTTTTIAS. O S 1 m————— 1/4 SECTION LINE
b S N WD R L e, R GEeREERAS 1/16 SECTION LINE (40 ACRE LINE}
-t
o -
. g
|
/~SOUTH iéd CORNER SECTION 24
GLO RACI
H T 58057 281k 2b/5.347t

\_SOUTHWEST CORNER SECTION 24
B8LO ROCK

TSN, R6E, SLBE&M

MAGLEBY & 5?3506?.4 TES INC.

SCALE 4"=900' MONKOEUT B4754
(435) 527-3444
o soo 1800 (485) 879-5070 CELL

'GQUANECO, LLC — TRISTRAM CREEK 11’-—24" DATE 6/13/14




APl Well Number: 43043500010000
- i
L\f \ f} A ,.-"/J
‘___!_‘, - ]

RICH GOUNTY-,
w i

—Tiles* |

Legend N Quaneco, LLC
@ Proposed Well =3 County Boundaries w<§“’é>5 Tristram Creek 11-24

460 ft Buffer s Well Pad £ )
=== Construct New Road S WESTERN LAND SERVICES
=== Existing Road 1:5,000 Richfield, UT 84701 (435) 896-5501
Datum NAD 83 CONFIDENTIAL
Zone 12 Tpacd By LB [isre: Juty 19, 2011

No warranty is made for data usage purposes other than those intended by Western Land Services. Maps are created as part of a GIS that compiles
records, information, and data from various sources. This data experiences frequent updates and accordingly, WLS shall not be liable for any errors or omissions herein.

Received: July 20, 2011



APl Well Number: 43043500010000

e

SURFACE OWNERS AGREEMEI\LI_‘
[Skuli Valley Company, LTD]

THIS SURFACE OWNERS AGREEMENT (this “Agreement”) is made and entered into
effective as of the 6 day of July, 2009 (the “Effective Date”), by and between SKULL, VALLEY
COMPANY, LTD., a Utah limited partnership, AKA SKULL, VALLEY CO., a Utan limited

partnership (“Owner”), and QUANTUM ENERGY, L.L.C.,, an Oklahoma limited liability company
(“Lessee™),

- the Counties of Summit, Morgan, and Rich, in the State of Utah, as more specifically described on
Exhibit A, attached hereto and incorporated herein by this reference (the “Property”),

TERMS AND CONDITIONS ‘AQ
NOW, THEREF ORE, in consideration of the covenants T &et forth herein to be
kept and performed by the parties hereto, and other 8ood and vgluabMc ok eration, the receipt and
sufficiency of which are hereby acknowledged, it ig hereby das Tollows: :
ol Permission to Access the Property % eby grants Lessee and Lessee’s agents, .
servants, employees, consultants, contractor: utentractors, op any party acting as an agent of
Lessee (coHectively, “Lessee’s Agents& usiveright to enter upon and use the surface of

the Property for the purpose of ting, equipping, producing, and Operating oil and gas
wells on the Property and f;

RecordedSEP 03 2010 Filing No.8g280

E': : 06 14 At .-Q__; -‘Qég_ AM/E in Book ﬁ[{ Page QZ‘/
o ' Feeﬁ_ Debra_L- Ames Rich Corint o«



- API-Well-Number: 43043500010000 C e

i

consultants, contractors or subcontractors, if said consultants, contractors or subcontractors are found
to be in willful breach of this agreement.

Notwithstanding anything in this Agreement to the contrary, unless otherwise agreed to by
the parties in writing, the parties understand and agree that Lessee shall have no right to locate
Permitted Wells, compressor stations, sales metering houses, or any other above-grade, surface
disturbing buildings, structures, improvements or fixtures in or upon the following portions of the
Property (the “Protected Properties™):

Township 4 North, Range 6 East, SLB&M: Those portions of Sections 17, 18, 19,30, and 31
shown on Exhibit “A” attached hereto

Township 4 North, Range 5 East, SLB&M: Those portions of Sections 24, 25, and 36 shown
on Exhibit “A” attached hereto.

Lessee shall have the right of ingress and egress along existing roads through the Protected
Properties and the right, subject to the terms heteof, to lay underground Pipelines, Power lines, and
other facilities as may be necessary to access the rest of the Property.

2, Reservation of Rights by Landlord. The rights granted to Lessee hepein ate |
nonexclusive, and Owner specifically reserves the right to use the Property, to use access roads, to
use the surface and subsurface of the Property, and to grant easements, licenses, and ofher tights in e

the Property, except that successive rights in the Property shall not materially ifiterfere withhoz
obstruct Lessee’s rights under this Agreement.

3. Termination. This Agreement and Lessee’s obligations herelinder wi ‘(’e asto
the Property, or portions thereof, upon the last to occur of: (i) terminatiéh of oil, and/or
gas leases that grant Lessee an interest in the Property (the “Gas Leagpad i upon complete
reclamation and restoration of the surface of the Property accordfagis t eclamation Standards”
prescribed herein and written acceptance of the reclamatiof anld Wstokation by Owner and state and
federal agencies having jurisdiction over such matter “Reclamation Standards™ are defined

~-and set forth on Exhibit B, attached hereto and § iy ereln by this reference. - -
ease.

Legsee aceepts the Property and all aspects
» without Warranties, either express or implied, “with all
faults”, including but oth latent and patent defects. Lessee hereby waives all
warranties, express or im gardingthe title, condition and use of the Property, including, but
nottimited to any warranty'of merchantability or fitness for a particular purpose. - Lessee shall obtain
any and all consents, approvals, petmissions, and agreements to cross, encumber or encroach upon
any other easements or rights of others related to its use and improvement of the Property. Owner
makes no representations or watranties regarding the existing or non-existence of any prior leases,
rights-of-way, easements; licenses andiother instruments and agreements affecting the Property,
whether recorded or unitecorded, All operations of Lessee and Lessee’s Agents shall be conducted at
the sole risk, cost, and €xpense of Lessee. Lessee shall enter upon the Property at its sole risk and
hazard, and Lessee, and 1ts suegessors and assigns, hereby release Owner from any claims relating to

¥ B

i 0615

-




.-+ - API-Well-Number: 43043500010000- - - - - - - - -

!

the condition of the Property and the entry upon the Property by Lessee and Lessee’s Agents. Lessee
is not responsible for any pre-existing, third party hazards, and hazardous substances.

5. Notification Upon Entry. Except for reasonable routine production and monitoring
operations, Lessee shall: (i) notify Owner prior to Lessee or Lessee’s Agents entry upon the Property
(Unless otherwise noted, this notification will be 72 hours for survey work and 20 days for all other
major work); and (ii) consult with Owner, and obtain Owner’s consent, as to the location of
Permitted Well Sites (defined below), Roads (defined below), Pipelines (defined below) and all other
facilities/improvements permitted by this Agreement.

6. Roads. Lessee shall have the right to access the Property on existing roads, to use
existing gates, and to enter upon the Property for the purposes permitted by this Agreement. Lessee,
at Lessee’s sole cost and expense, agrees to maintain existing roads located on the Property, that are
vsed by Lessee or Lessee’s Agents for its exploration and production activities, which maintenance
must be conducted in accordance with the provisions of this Section 6 and the provisions set forthin
the “Works Standards” defined in Exhibit C, attached hereto and incorporated herein by this
reference. Lessee also has the right, at its sole cost and expense, to improve existing roads on the
Property, as well as the right, at its sole cost and expense, to construct and use new roads on the
Property, along with the obligation to maintain said improved or new roads (the existing roads and

~ the new roads used by Lessee are collectively referred to herein as the “Roads”™). Lessee d rights to '
improve existing Roads, or construct and use new Roads, is also subject to Lessee dnd Lessee’s 6
Agents complying with the provisions of this Section 6 and the Work Standards setforth on Exhibi e
C. Owner will provide Lessee with a map of all existing roads. This map will be used by Les N
a base map showing all existing roads that are planned for operational use(bylbessce, S
activities in relationship to existing or new Roads are subject to the following: g
seeShall advise

6.1.  Prior to the construction, use, or improveme

Owner in reasonable detail of the location, width, cuts, fills, a

proposes to construct or each existing Road it proposes

Lessee shall only provide details of the location) on the Pg

e e GONStrUGH ON -Of 2Ny new Road -or modification o i Read without first providing Owner - .. ...
such information and allowing Owner a re (10 days)to review such information. For

each new Road it proposes to consfrugt;@eSee and Owner agree to work together in good faith to

select locations and designs of % minimiZe disturbance of the Property while providing

reasonable access to L I-@ém that preducing wells are permitied and developed, Lessee

and Owner agree to dev sonablefand, prudent standards for the permanent/semi-permanent

ey R oads-that-will be necessary for the ongoing operation of equipment and wells including gravel --.-—mpmeeoee
thickness and Road and bar ditchdlimensions. '

eaCl new Road that it
e (in the case of use only,
ty and Lessee shall not commence the

6.2.  Forthe proper protection and handling of Owner’s livestock and to secure the
Property from trespass,diessee shalleonstruct and install steel gates and/or cattle guards (in the
Owner’s sole discretion) in all, fences crossed or affected by Lessee’s maintenance, use, or
construction of the Roads on the Property, as may be necessary (as determined by Owner), due to the
activities of Lessee. In thelevent cattle guards are installed by Lessee pursuant to this Section, the
cattle guards shall be 8 X 16 in size with wings and steel gates installed adjacent to such cattle

s TS
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. API Well Number: 43043500010000. . -

guards and on top of such cattle guards to allow the movement of cattle between pastures and to
allow for locks on the gates above the cattle guards. Lessee shall also install culverts necessary to
protect the Road beds and to control erosion and divert water.

6.3.  Lessee shall maintain the Roads, gates, cattle guards, bridges, culverts and any
other similar improvements (not to include any oil field equipment) to be used or constructed by
Lessee pursuant to this Agreement (the “Road Improvements™) in a good and usable condition during
the use thereof and, shall keep the Roads free of weeds, debris, litter, and trash. Upon termination of
use or abandonment by Lessee of any such Road Improvements, Lessee shall do whatever is practical
to return the land upon which such Road Improvements are located to its original condition
(including topography and drainage channels) to the extent it can reasonably do so, provided that
Lessee shall notify Owner in writing of any Road Improvements it intends to cease using and, if
Owner so requests within ten (10) days of receipt of such notice, any such Road Improvements shall

be left in place in a good and usable condition and will thereupon become the sole property of
Ownet.

6.4.  All gates will be kept closed at all times and when requested by Owner will be
kept locked to restrict unauthorized entry. At Lessee’s option, Lessee may maintain guards at any
gates in leu of locking said gates.

6.5.  Itisagreed and understood that traffic may be delayed for shortperiods while
Owner is moving livestock through the Property and Lessee’s traffic movement muét be coordlna
with Owner’s Representative so that such trafﬂc movement will not interfere ‘with O
movement of its livestock.

6.6.  Owner shall have the right to close Roads to all tra wenty-four
(24) hour period during each twelve (12) month period and Shall Ay t ten (10) days
notice of when said Road shall be closed. Owner shall provi essdduring this period.

6.7.  Owner shall have the right t ué@ Roads eonstructed or 1mproved by

2 e

Lessee hereunder for any purpose and without “ e

and/or well locations on the P ot to the:'Work Standards, and the following terms and

7. Well Locations. ]m g Tight tofeonstruet, maintain, and use drilling sites
e
conditions:

e ] e T e83ee shall advise Ownerin reasonable detail, including an as-built map; of -~ - -~

the existing and proposed topogr@phy abtwo foot (2°) contour intervals and the location, size, cuts,
and fills of each new proposdd drilling site which it proposes to construct and Lessee shall not
commence the construction of any new drilling site without first providing such information to
Owner and allowing Owiner a reasofiable time to review such information. Lessee agrees to provide
Owner with copies ofidrilling applications prepared for the Utah Division of Oil, Gas and Mining or
the Wyoming Oil & GasConsetvation Commission, including site locations on a topographical map
_ [with two foot (2°) contours]iand an as-built survey. Lessee and Owner agtee to work in good faith

4
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API Well Number: 43043500010000. . ... ..

together to select locations and designs of drilling sites and wells so that the disturbance of the
Property is minimized and Lessee has reasonable access to the Property.

7.2.  Atthe sole risk, cost and expense of Lessee, upon completion of drilling at a
location where a well will not be operated, all drilling sites including reserve and mud pits, shall be
reclaimed and restored in accordance with the Reclamation Standards as nearly as practical to their

original condition, including topography and successfully revegetated after completion of any wells
drilled.

7.3.  AtLessee’s solerisk, cost, and expense: (i) all drilling sites, including reserve
and mud pits, whete a well will be operated, shall be reduced to the minimum area of disturbance
needed, and (ii) Lessee shall reclaim and restore as nearly as practical to its original condition and
successfully revegetated according to the Reclamation Standards, all areas whereupon a well or
staging area is constructed after completion of any wells drilled. Both parties also agree to work
together to minimize the existence of aboveground structures and those deemed necessary by the
parties shall be constructed by Lessee at Lessee’s sole cost, and be of a common color scheme to
blend with the surrounding viewscape. Earth tones such as tan, beige, or brown will be used.

7.4.  Atthe sole risk, cost and expense of Lessee, upon completion of the operating

life of any well, all well sites shall be reclaimed and restored as nearly as possible to their original
condition (including topography) and successfully revegetated--all pursuant to thefReelamation
Standards and this Section 7. : e

Agreement shall be referred to herein as the “Permitted Well Sites.”

8.  Pipelines. Lessee has the 1ight to construct, maintai @ep ace and use
Pipelines on the Property, subject to compliance with the follgwin “ nd‘conditions:

8.1.  For purposes of this Agreement, &eline” shall be defined as including an
cilities designed to primarily service --

- injection line, -flow-line, gas-or water line, a '@F
Permitted Well Sites operated by Lessee 3;$ ed on the Property.
8.2. Lessee wnerinfeasonable detail, including an as-built map, of
existing and propose I ing two foot (2%) éentour intervals and the location, size, cuts,
and fills of each new Pip@h at it puéposes.to construct and shall not commence the construction
~—-of any Pipelines-without - first providing,such information to Owner and-providing -Owner-a-—-—----- -
reasonable time to review such information. Lessee and Owner agree to work together in good faith

to select locations of each Pipeline so as to minimize disturbance of the Property while providing
reasonable access to Lessee.

7.5.  Those wells/drilling sites drilled by Lessee that comply withithe teﬁajs

8.3. [ All Pipelines, unless otherwise agreed in writing, shall be buried below the
surface of the Property below plow depth, which shall mean thirty six inches (36”) or more in depth
to the top of the Pipeline, unless otherwise agreed to in writing. :

s |
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- APl.Well Number: 43043500Q0010000

8.4.  Upon completion of the installation of a Pipeline or upon completion of any
modifications or maintenance work resulting in disturbance of the soil, and at the sole rigk, cost and
expense of Lessee, all disturbance resulting from such installation, modification, or maintenance,
shall be reclaimed and restored to their original condition and successfully revegetated, as approved
by Owner and in accordance with the Reclamation Standards, which may include additional
restoration in successive years.

9. Power lines, All Power lines shall be underground, buried below plow depth
which shall be defined as being thirty six inches (36™), unless otherwise agreed in writing. Fessee
shall advise Owner in reasonable detail, including an as-built map, of existing and proposed
topography using two foot (2°) contour intervals and the location, size, cuts, and fills of each new
Power lines that it proposes to construct and shall not commence the construction of any Power lines
without first providing such information to Owner and providing Owner a reasonable time to review
such information. Lessee and Owner agree to work together in good faith to select locations of each
Power line so as to minimize disturbance of the Property while providing reasonable access to
Lessee.

All costs associated with installing and using electrical service for Lessee’s operations shal]
be borne by Lessee. Owner shall have the right to run lines to connect to all power lines with no
connection cost and shall be responsible for the payment for any electricity used in @wnet’s
operations. Upon termination or abandonment of power lines by Lessee, Lessee shall nofify Owner
in writing of any improvements it intends to cease using and, if Owner so requests within ten [10]
days of receipt of such notice, any such improvements shall be left in place in agood and usa e
condition and will thereupon become the sole property of Owner.

10.  Other Uses. Lessee shall confer with Owner’s Representafive p1 encing
any uses on the Property not described in this Agreement.

11, Work Standards and Maintenance. All op atlﬂ on the Propeity shall be
conducted in accordance with the “Work Standards” set ined on Exhibit C. Lessee shall

at all times keep the Permitted Well Sites, Roads, s Power lines, and other areas of the

Property used by Lessee safe and in good ord xious weeds, litter and debris. Lessee shall
conduct periodic trash pickup if reques r.

Compe % agrees fo,the following initial rental and subsequent annual
rental compensauon to

it

12 1. Prior to the Gonstruction or use by Lessee of any Road Plpehne ‘water
discharge line, cable, electrical Power line ‘or other linear improvements upon the Property
(collectively, the “Linear Improvements™), Lessee shall pay to Owner Fifteen-Dollars ($15.00) per
1od for each rod (or fractionthereof)inthe total length of the Linear Improvements as initial rental.
After the initial payment, Lessee shall then pay to Owner annually as rent (prior to the anniversary of
this Agreement) the sumof Five Dollars ($5.00) per rod for each rod (or fraction thereof) for the total
length of the Linear Improveménts, for so long thereafter as such Linear Improvements (or a portion
“thereof) ate tised by Lessee: “Provided, however, that if more than one Linear Improvement is - -~ -~~~
installed in the same trench at the same time, then such co-located Linear Improvements shall be

B 6
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deemed to be one Linear Improvement for purposes of the compensation owed Owner by Lessee
pursuant to this Section 12.1.

12.2. Lessee shall pay to Owner the initial rental sum of $7,500 for each Permitied
Well Site up to six (6) acres in size. For every additional acre or portion thereof, Lessee shall pay to
Owner the sum of $2,000 per acre (to be pro rated for partial acres). Lessee shall then pay Owner
$2,500 annual rental (paid in advance prior to the anniversary of this Agreement) for each Permitted
Well Site not abandoned and reclaimed from the first anniversary of this Agreement forward.

12.3.  Priorto the Lessee’s construction or use of a compressor station, sales meter
house, or other structure, building, or improvement (except as otherwise provided for herein) on the
Property (singularly, a “Building” or collectively, the “Buildings™), Lessee shall pay to Owner five-
thousand dollars ($5,000.00) per acre for each acre disturbed or used by such Building. After the
initial payment, Lessee shall then pay to Owner two-thousand dollars ($2,000.00) per acre annual
rental (paid in advance prior to the anniversary of this Agreement) for each such Building, beginning
on the first anniversary of this Agreement after the commencement of the construction or use of such
Building, and thereafter for so long as such Building exists upon the Property.

12.4. Payment for any other impact caused by Lessee not enumerated in thigSection
shall be on a fair and reasonable basis to be negotiated by the parties for each such use;

12.5. All payments described in this Section shall be paiddn full prior
commencement of any work relating to said payment.

12.6. As additional consideration to Owner, Lessee shall assign & to be
assigned, a three percent (3.0%) overriding royalty interest (ORRI) t O eral leases
acquired by Lessee which are located w1th1n Property. Such O

value at the wellhead or the gross proceed@reced essee at the point of sale of
the oil or gas, payable within forty- days of the production month or, at

- Owner’s-option, to deliverto the
Lessee may connect wells ﬁn
produced and sav 1 perty.
2nd. Pa g’ paid to Owimer three percent (3%) of the higher of market
: 0

r the gross proceeds received by Lessee at the point of sale,
orty-ﬁve (45),days of the production month, for the gas from each

, the'equal three percent (3%) part of all oil

used in the manufacture of gasoline, a royalty of three percent (3%), payable monthly
by the 15th of the following month, of the higher of market value at the wellhead or
the gross proceeds received by Lessee at the point of sale for gas.

3rd¢Pay or causetd be paid to Owner for gas produced from any oil well and
used off the Property or in the manufacture of gasoline or any other product a royalty
of three percent (3%), payable within forty-five (45) days of the production month, of

_he higherofmarket value at the wellhead or the gross proceeds received by Lesseeat
“the point of sale. |

"k 0620
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ner free of cost, inthe pipelinetowhich
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4th. Pay or cause to be paid to Owner three percent (3%), payable within 45 days
of the production month, of the higher of the market value at the welthead or the
gross proceeds received by Lessee at the point of sale, for any sulfur recovered from
the Property. ‘

12.7  All of the unit price amounts for compensation to Owner as described in this
Section 12 or elsewhere in this Agreement shall increase at the rate of three percent (3%) per

annum, compounded annually, beginning on the first anniversary of the date of this
Agreement.

13, Use Restrictions.

13.1.  General Use Restrictions. Lessee shall not permit any of Lessee’s Agents
operating hereunder to bring any dogs, explosive devices, weapons (including bows, guns, and
firearms), alcoholic beverages, or illegal drugs on the Property or to recreationally use horses, trail
bikes, motorcycles, ATV’s, snowmobiles, or recreational vehicles on the Property. Lessee and
Lessee’s Agents shall not prospect for antlers, prospect for fossils or antiquities, hunt, fish,
recreational camp, recreational hike, trap or conduct any recreational activities on the Property.
Lessee’s and Lessee’s Agents shall at all times carry identification which identifies them as agentsof
Lessee, and shall promptly and courteously produce such identification upon request by Owner’s
representatives. Lessce shall not place any trash, rubbish or debris on the Property. Afiy employee, 6
agent or contractor who violates any of the provisions of this Section may, ity Owner’s sol e
discretion, be forever denied access to the Property. Lessee shall instruct each of'its,empl ﬂ
agents and contractors concerning the material terms of this Agreement, andile {mr
n
ee;s

contractors shall be provided with a copy of this Agreement, prior to theif entry
During the exploration and development phase, Lessee agrees to abide bé&
ally,

wildlife biologists and the Utah Division of Wildlife concerning yvildh
disturbing the wildlife during the big game hunting seasﬁ it
r

perty.
f Owner’s
and in not

essee shall not
unnecessarily disturb the livestock and wildlife on the g

T e 1390 Fire: - Lessee- shall take stepsito prevent fire and to promptly -
extinguish fire, including, but not limited ﬁn amning afirc extinguisher, shovel, ax, bucket,
and, if requested by Owner, a fille Jﬂp ck sprager in each service vehicle entering upon the

Property, and (ii) utilizing sp e on all'gas or diesel powered equipment. Lessee shall

endeavor to use diese I hicles whenever possible to avoid fires resulting from catalytic

converters. Lessee may nstructOpemfires on the Property. No trash or timber slash will be

“~burned by Lessee on the Property. ~Lessee shall promptly and fully compensate Owner -for-all-— v

damages caused by fire arising odt of Leéssee’s eperations, including, without limitation, any charges
incurred by Owner for fire suppression, replacement of fences and other property damaged or

- destroyed by fire, the reasonable eost of moving livestock to unburned pastures, and, if necessary, the
reasonable cost of renting unburned pastures.

13.3. " Stacking. Lessee shall have no right whatsoever to stack or store on the
. Property equipment, suppli€s, materials, tubular goods, pipes, and any other item to be used in

connection with Lessee’s operations on the Property (collectively, the “Operational Equipment™,
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Federal agen01es Owmner and Lessee agree to compl

unless Lessee and Owner have entered into a separate written agreement concerning the particular
piece of Operational Equipment Lessee desires to stack. Notwithstanding the foregoing, Lessee may

- stack or store Operational Equipment on the Property for less than forty-five (45) consecutive days,

so long as Lessee removes or begins to actively use the Operational Equipment prior to the
expiration of the forty-five (45) days.

14,  Bxtraordinary Loss. Lessee agrees to compensate Owner for extraordinary loss or
damage to the Propetty, its personal property, or livestock or wildlife management (i.e., fishing and
big game outfitting programs) resulting from Lessee’s operations or negligence.

15.  Digital maps and other images. I.essee agrees to provide, if available, digital maps or
other imaging of all its Permitted Well Sites, installations, equipment, Pipelines, flowlines, Power

lines, structures or other installations in a format compatible with Owner’s computer hardware and
software systems. :

16. Water Wells and Springs.

16.1. Background. Owner has existing water wells and springs on the Property.
Lessee has acquired leases for the development of conventional oil and gas, as well as Coal Bed :
Methane Gas (“Methane Gas™) and intends to drill and complete wells (collectively, theWells™or
individually, a “Well”) for the production of both conventional oil and gas, and Methanc Gas. The 6
development and production of a Well usually requires or results in the production®f water andm e
cause the localized reduction of water levels within certain individual strata of the ground ﬂ
aquifers. Lessee has advised Owner that the production of water in associatiofl withithe d

and operation of a Well could adversely affect the productive capacity0f Ow. hbors
existing water sources which draw water from the underground aqu1fers cilitate the
multiple usage of the natural resources consistent with sound eny o 1ces, to mitigate

potential adverse effects on Owner’s or its neighbors’ sprin
assure prompt and effective remediation, and reduce thi&fo

or other sources, to
a ory 1ntervent1on by State and
e following terms and conditions:

16.2. Definitions. Thes phraseswill have the following meanings:

. % ﬂuence (“COI"Y” shall mean the area that falls within a
ti

circle, the center of ion of a producmg Well, which has a radius of one-half mile

Vo

16.2.2 “Iinpaired Springs or Water Wells” shall mean any springs or water
wells existing on Owner’s property within the COJ, existing at the time of the Well development,
which spring or well experiences a significant reduction of capacity to deliver water in quantity
and/or quality sufficiedl fo supportthe erdinary and customary use of the well or spring.

16.3. \ Permission to Discharge of Water. Surface discharge of produced water will

_be permitted by Lessee onlyif: () Owner expressly agrees to said discharge and is provided a water

discharge plan from Lessee; (ii) the discharged water meets all governmental standards for

9
3
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- annual basis for the first two (2) years of prodﬁ‘

“discharged water and will not create wetlands, does not contain any Hazardous Substances (as

defined below), and will not violate any Hazardous Substances Laws (as defined below); (iii) the
discharged water does not unreasonably degrade or adversely affect the quality of water and water

courses on or damage or threaten to damage the Property or the soils or vegetation located thereon; |

and (iv) the produced and discharged water can be put to beneficial use such as irrigation or livestock
water, If Owner consents to the surface discharge or storage of produced water, Lessee shall follow

all applicable rules and regulations of any governmental authority concerning the method, quality, -

and location of the discharge or storage of produced water, Lessee will not appropriate any of the
produced water for beneficial use, and Lessee will fully cooperate with Owner to permit Owner, if
Owner so desires, to appropriate and apply the produced water for beneficial use.

16.4. Duty to Test. Upon establishment of a COl, Lessee, at its sole risk will
measure, or cause to be measured, the static water level and productive capacity (the baseline
measurement) of water wells and springs within the COI and will attempt to determine the depth
and configuration of these wells through consultation with Owner and from the records of the State
Engineer of the State of Wyoming or Utah. Lessee shall also test for the presence of Methane Gas
or other components in the water, which may be caused by Lessee’s activities, in the water wells or

springs. Tests shall be performed in accordance with recognized and accepted test procedures
appropriate for water wells or springs.

16.5. Allowance of Test. Owner will, upon reasonable notice, allowthe tésting of

water wells and springs within the COl, including a static water level test thatanay require thg

cessation of withdrawals of water from the well for a period not to exceed twenty-four (24 “ '

16.6. Well Monitoring Program. Lessee will establish‘a conti Pling and
water well monitoring program, the intent of which is to enable Lessee to nges in the
capacity of Owner’s water wells and springs within the COl. Leggée v éﬂ uest of Owner,
provide all test data, both baseline data and monitoring dat Ss€eagrees, at its sole

cost and expense, to test for water quality and quantity of@gllpr@8uced water and springs, and wells,
and all water wells drilled by Lessee upon the ProEe aid testing shall continue on a semi-

€, rectifypthe cause of that change. Ifthereisno
ing thie first two years of production, the interval
hereafteryor so long as Lessee continues its operations.
ill be provided toOwner.

or quantity, Lessee will determine and, if g
significant change in water quality og

for testing shall be reduced tczém

Water analysis recor r

Water Well, Owner shall first take réasonable steps to certify that the impairment is not due to
mechanical, electrical, down hole integtity, or pump problems and, if none of these problems appear

to be the cause of the impairment, Owner will then notify Lessee of the impairment by phone and by
writing, ‘ '

16.8. " Duty to/Restore Water. Within thirty (30) days of receipt of notice of
impairment, Lessee shall festore Owner’s access to water of sufficient quantity and quality to offset

O

1sasignificant change in water quality - - -

o] 6.7, Fatlure of -a Welll IEa spring 61 water well becomes an Impaired Spring or— -

such impairment by reconfiguring, redrilling the Well, the drilling of a new Well, or by other "

k& 0623
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means. It is recognized that additional power or Pipeline costs may be associated with any
reconfiguration of an Impaired Spring or Water Well. The additional costs of the restoration of
water are those of Lessee. The specific site of the well or water access may be changed by mutual
agreement of Lessee and Owner.

16.9. Duty to Provide Immediate Water. Lessee agrees that upon notice of
impairment and during the thirty (30) day curative period, in order to provide and make water
available for wildlife and domestic livestock usage in quantity, quality, and location required for the
maintenance of normal and customary wildlife and domestic livestock needs, Lessee shall develop
emergency procedures for immediate delivery of water to any such affected area within twenty-four
(24) hours of notice by Owner. Lessee shall notify Owner of Lessee’s Agent appointed to handle
such matters, providing a local contact and a twenty-four (24) hour emergency contact. Owner shall
make a good faith effort to inform Lessee by phone, fax, or other expedient method of
communication of any impending loss or damage to wildlife or livestock, allowing Lessee a
reasonable opportunity to mitigate such damage. Under extraordinary water loss circumstances,
where death of livestock is imminent, Lessee shall mobilize relief water via tanker truck, within
one (1) hour of being notified by Owner.

16.10. Expansion of the COI. In the event it is determined that there is an Impaired
Spring or Water Well, as defined above, in any COI, that COI shall be expanded based on the
location of the impaired spring or wells. The COI shall be divided into equal quadrasts (NE, NW,
SW, SE) and based upon which quadrant the impaired water is Jocated in, that guadrant shall bel

expanded by the area included within an arc one eighth of a mile wide (660 feet) outsi
existing COlL Likewise, should it be determined that there is an Impaired{Spring or ‘J@
within the expanded quadrant of the COI, that quadrant shall be again expanded b 60 feet
increment. This expansion approach shall be used to expand anyCOI j ion where
Impaired Spring or Water Well is determined during the life of the 1thistanding the
above, if no water well or spring exists within any CO! or quagtanit , the arcs and associated

quadrants not containing a water well or spring shall be-ggpah®8d 19 include the next nearest water
well or spring

16.11. Dutyto Coone1 ate. @ha’c Lessee undertalkes activities to enhance
Owner’s springs or water w o estorean Impaired Spring or Water Well’s water

ell
quahty and quantity, and % ctivitiesifequire permits from regulatory agencies or

permissions from thi rface entry, Ownet shall aid and assist Lessee in the obtaining
“of permits and permi ecessarfitosconduet the operations. All costs of the operations,

16.12. Mediation Board. In connection with settling disputes under this Section 16,
a mediation board may be formed for the purpose of mediating disputes between Lessee and Owner
under this Agreementd’ Thé boardishall consist of three (3) members, with one (1) member being
selected by nomination of Owner and one (1) member being selected by Lessee and one (1) member
being selected by the parties’ nominees.

11
' It Obd

pa

~+including fees forobtairling permits and permissions; shall be borne by Lessee,—-- - v
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16.13. Dispute Resolution. In instances where a water well or spring has become an
Impaired Spring or Water Well as defined herein, and Owner and Lessee have not been able to
agree on the cause of the damage, the mediation board shall determine the cause of the impairment
and decide which of the parties shall ultimately be responsible for bearing the cost of remediation.
The mediation board shall have the right to apportion and divide the costs among the parties in the
event that both mechanical elements (the responsibility of Owner) and aquifer drawdown (the
responsibility of Lessee) are both factors in causing the water well to become impaired.

16.14. Disposal of the Water. Lessee shall prepare a written plan of disposal of all
water produced from any Well on the Propeity (the “Disposal Plan”). The Disposal Plan shall
reasonably consider the water’s sodium absorption ratio, and all other components, the effect upon
animals, soils, neighbors, growing crops, riparian zones, and hay meadows and other ranch uses and
shall seek to minimize water damage while making lawful beneficial use of the produced water. If
disposed water is causing harm to the Property, the surrounding environment, or the animals located
thereon, as determined by Owner in Owner’s sole discretion, Lessee shall immediately cease
disposing water on the Property. Maintenance of water facilities shall be the responsibility of

© Lessee.

e e = e g e e

17.  Permits/Legal Requirements. Lessee shall comply will all laws, rules, and regulations
pertaining to the Property and to Lessee’s operations thereon. Lessee shall apply for and ebtain such
permits as may be required by any county, state, federal, or other duly constituted authetitiess Lessee

agrees to indemmify and save harmless Owner for any penalty, fine, or assessment for failure t q 66

obtain such permits.

18.  Taxes. Lessee shall pay: (i) all taxes and assessments thatinay be st the
buildings, equipment, supplies, fixtures, and improvements placed on the Pr. see; and (i1)
all increases in taxes against the Property resulting from the const upon or change
in use by Lessee of the Property, including any “roll back” ST “ rom any portion of the
Property no longer being taxed as “greenbelt”.

wmemme - 9 - Bncumbrances.-Lessee shall no 0 to take any action which could resultin -

encumbrances or liens of any kind or na ever to be assericd against the Property. The
assertion of any lien or encumbt q re Lessee, within thirty (30} days after receipt of
notice of the filing or re rdl ien, either o remove the same from the Property as an
encumbrance or to pr ra e security or otheibond acceptable to Owner, to the benefit of
Owner in the sum of at ice thedifiount.of such encumbrance or lien. Upon the provision of

end of thirty (30) days no surety'has béen provided, Owner may pay the lien or encumbrance, and
Lessee shall immediately reimburse Owiier for all funds expended, including, but not limited to,
reasonable aitorneys’ fees and recording eosts,

20.  Othed Structuresa Lessee acknowledges that Owner has made no representation of the
existence or nonexistence of other structures or improvements, including but not limited to, fiber
optic, power and telephonglines or pipelines located within or adjacent to the Property, and Lessee

12 ] 'w
0625

satisfactory surety-as to such lien amount, liessee may litigate and contest such lien fully. If at the--

A
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agrees that it will be solely responsible for, and will repair or replace at its own expense, any and all
damage to these structures, improvements or pipelines resulting from Lessee’s operations.

21.  Indemnification. Lessee and its successors and assigns hereby agree to indemnify,”
defend (with counsel acceptable to Owner) and hold harmless Owner, and any entity controlling,
controlled by or under control with Owner (“Affiliates”), and its and their Affiliates’ officers,
directors, employees, managers, members, agents, servants, successors, and assigns from and against
any and all liens, liabilities, encumbrances, costs, demands, claims, penalties, fines, judgments,
losses, and/or damage (including, without limitation, diminution in the value of the Property), costs
or expenses (including attorneys’ fees, consultant fees, and expert fees) including for the death of or
injury to any person or damage to any property whatsoever, arising from or caused in whole or in
part, directly or indirectly out of: (i} the presence in, on, under, or about the Property, or any
discharge or release in or from the Property of any Hazardous Substances relating to Lessee’s
presence upon or use of the Property in any respect, or Lessee’s use, analysis, storage, transportation,
disposal, release, threatened release, discharge, or generation of Hazardous Substances to, in, on,
under, about, or from the Property, except that this clause (i) shall not apply to Hazardous Substances
existing on the Property prior to the effective date of this Agreement, unless the release or discharge
of the Hazardous Substances existing on the Property prior to the effective date of this Agreement
was caused by Lessee or Lessee’s Agents, in which case this clause (i) shall apply; (ii) Lessee’s
failure to comply with any law or regulation now or hereafter enacted, including any/Hazardous
Substances Law; (iii) the acts and omissions of Lessee and Lessee’s Agents; (iv)dhe use of the
Property by Lessee and Lessee’s Agents; (v) claims against Owner, its Affiliatesgand its and their
Affiliates’ officers, directors, employees, managers, members, agents, servants, suecesso ﬂ
assigns, by third parties damaged caused by Lessee’s use and occupancy of the Propsr
breach or default by Lessee or Lessee’s Agents of any of Lessee’s obligations un ement
and (vii) any work performed on the Property by Lessee or Lessee’s Agents owever, that
the foregoing indemnity shall not apply to the extent any s i a ed y the gross
negligence or willful misconduct of Owner. Lessee’s oblig s he 1 shall include, without
limitation, and whether foreseeable or unfmeseeable@a teasonable costs incurred in

connection with any investigation of site conditions and all reasonable costs of any required

tion of thé Property, and the preparation .-

-0 necessary repair, cleanup, detox1ﬁcat10n

and implementation of any closme remec Q or other tequited plans in connection therewith.
The terms and conditions of t s all refhain effective after and shall survive the
expiration or terminationof thre Agr ent so long as the event for which the indemnification is
needed occurred prio ch\piration or termination of this Agreement.

SRR S

substances, wastes or materiald, ineluding without limitation, hydrocarbons (including naturally
occurring or man-made petfoleum and hydrocarbons), flammable materials, explosives, urea
formaldehyde insulation, radieaetive materials, biologically hazardous substances, PCBs, pesticides,
herbicides, and any Gther kind afidfor type of pollutants or contaminants (including, without
limitation, asbestos'and rawamaterials which include hazardous constituents), sewage sludge,
industrial slag, solvents.and/ot any other similar substances or materials which, because of toxic,
flammable, ignitable, explosive, corrosive, reactive, radioactive, or other properties may be

-~ As used in this Agreement;theterm‘Hazardous Substances” means all hazardous and toxic-—--

hazardous to human health or the environment and/or are included under, subject to or regulated by

13 B
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any Hazardous Waste Laws, but which Hazardous Substances shall not include properly handled and
transported oil, gas or associated produced water that on gmates from Permitted Well Sites drilled by
Lessee on the Propel“cy

As used in this Agreement, the term “Hazardous Waste Laws” means any and all present and
future applicable (i) federal, state and local statutes, laws, rules or regulations, including without
limitation the Comprehensive Environmental Response, Compensation and Liability Act of 1980, as
amended by the Superfund Amendments and Reauthorization Act of 1986, the Resource
Conservation and Recovery Act of 1976, as amended by the Used Oil Recycling Act of 1980, the
Solid Waste Disposal Act Amendment of 1980, the Hazardous and Solid Waste Amendments of
1984, the Hazardous Substances Transportation Act; the Clean Water Act, the Clean Air Act, the
Toxic Substances Control Act, the Safe Drinking Water Act, the Occupational Safety and Health
Act, the Federal Water Pollution Control Act, the Federal Insecticide, Fungicide and Rodenticide
Act, and all state and local statutes governing Hazardous Substances; (ii) judicial or administrative
interpretations thereof, including any judicial or administrative orders or judgments; and (iii)
ordinances, codes, plans, injunctions, decrees, permits, demand letters, concessions, grants,
franchises, licenses, agreements, notices, or other governmental restrictions, relating to the protection
of the public health, welfare, and the environment, or to any actual, proposed or threatened storage,
holding, existence, release, emission, discharge, spilling, leaking, pouring, pumping, injection,
dumping, discarding, burying, abandoning, generation, processing, abatement, treatment, removal,
disposition, handling, transportation or other management of any Hazardous Substange orany other 6
activity or occurrence that causes or would cause any such event to exist. e

22.  Duty to Provide Insurance. Prior to and at all times after initially €nteti

Property for any purpose, Lessee and Lessee’s agents and independent cofifractor 1r sole
expense, maintain with a reputable company or companies acceptable t a pohcy or
policies of commercial general liability insurance coverage incl d to owned and
non-owned automobile (vehicle) liability, personal and adve g 1y anket contractual, broad

insuring the indemnification provision under Paragr this Agreement; (ii) Endorsement CG
~00 39 (removing the pollution exclusion) or i , withithe‘same limits of liability as set- - ———----
forth below; and (iii) workers compensa‘uxa ce in an amount required by law, together with
employers liability, with a Wawe tion endetsement by the insurance cartier as respects

form property damage and product/completed operatiowil verage, and fire legal liability,

Owner. Required limits r occulrence and $2 million annual aggregate bodily injury
and property damage; 11 er occurrenceyproducts and completed operations; $1 million per
offense, personal injury; millioh fitelegal 11ab111ty and an umbrella hablhty pohcy with $3

~ million limits in excess of all of the aboves = e e o i e e

Lessee, for itself and [ts insurers, hereby waives any rights of recovery Lessee may have
against Owner to the extent af the indemnity obligations herein, Lessee shall provide that the
policies of insurance réquired aboveshall be primary and shall name Owner as additional insured as
respects the obligations in thisg@greement, and shall apply severally to Owner and Lessee, with the
provision that any othepinsurance carried by Owner shall be non-contributing.

Nelther the amount nor the scope of any of the obhga‘aons of Lessee under this Agreement or

N 7
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otherwise, including without limitation, indemnity obligations, shall be limited to the amount of the
insurance Lessee is required to maintain hereunder.

Any policies or certificates of insurance required under the provisions of this Section must
contain an endorsement or provision that not less than thirty (30) days’ prior written notice be given
to Owner prior to cancellation or reduction of coverage or amount of such policy. A certificate
issued by the insurance carrier of each policy of insurance required to be maintained by Lessee,
stating the limits and other provisions required hereunder and in a form reasonably acceptable to
Owner, shall be delivered to Owner prior to Lessee entering upon the Property for any purpose, and
thereafter not later than thirty (30} days prior to the expiration of the term of each such policy. Any
policies required hereunder may be made a part of a blanket policy of insurance, so long as such
blanket policy contains all of the provisions required herein and does not in any way reduce the
coverage, impair the rights of Owner hereunder or negate the requirements of this Agreement.

23.  Accessto Work Area and Records. Lessee shall, except as otherwise provided herein,
permit Owner or its duly authorized representatives, at Owner’s expense, full and free access at all
reasonable times to all operations of every kind and character being conducted on the Property and
to the records of operations conducted thereon or production therefrom, including Lessee’s books
and records relating thereto. Lessee will furnish to Owner upon request copies of any and albrepoits
and information obtained by Lessee in connection with production and related itemsgincluding,
without limitation, meter and chart reports, production purchaser statements, run ticket§ and monthly

gage reports, but excluding purchase contracts and pricing information to the extentnot apphcable %

the production of Owner. Lessee will file and upon written request promptly furnish c
Owner of all operational notices, reports or applications required to be filed with alli
Federal agencies or authorities having jurisdiction over operations hereufider.

24.  Rightto Purchase Gas. Owner shall have the rlfgh% “&gon to purchase

= O

any or all gas produced from the Property at prevailing mark

25. Right to Assume Operations as W Upon notice of abandonment of a

Owner shall have sixty (60) days to eleuﬁ: ¢ the operations of said well as a water well.
Owner shall notify Lessee of its ssume oWnership of said well for the purposes of
producing water, and Les nditransfer to Owner all rights in said well. Lessee shall
phug the well below t -bearing formation identified by Owner in its election notice to
acquire the well, or if h election isnmade,to plug back as per State of Utah regulatory

the well, Owner shall assume @nd be responsible for all liabilities and any incremental costs to
complete the well as a water well to the water bearing formation that it selects or is selected during
the election period, and Owner AGREES TO INDEMNIFY, DEFEND AND RELEASE Lessee
FROM ANY AND ALL CEAIMS ARISING FROM SAID ASSUMED WELLS, unless said claims
arose prior to Owner’s assumption of the well, including without limitation, the plugging and
abandonment of said well. If Gwner elects to assume operations of an abandoned Well as a water

well, Owner shall take over said well bore in accordance with the rule and regulations of any State

~~Methane Gas Well, Permitted Wells, or wate e Property given by Lessee to Owner,- ——— -

 requirements: “Lessee shall leave all casingiabovethe formation in the hole.- In electing to acquire --—- -~ - -

regulatory agency which oversee such matters.
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26.  Default, Inthe event of the following: (i) a default by Lessee of its obligations stated
herein; (ii) Owner has provided Lessee written notice of Lessee’s default; and (iif) thirty (30) days
have expired since Lessee received written notice from Owner regarding Lessee’s default and Lessee
has failed to cure its default within the proscribed sixty (60) day period, Owner, at its option, may:
(a) pursue any remedy available at law or in equity; (b) pursue the remedy of specific performance or
injunction; (c) seek declaratory relief; (d) pursue an action for damages for loss; and/or (¢) terminate
this Agreement. If Owner chooses to terminate this Agreement, Lessee shall be obligated to comply
with all restoration and reclamation activities stated herein until the Property is restored and

reclaimed pursuant to the Reclamation Standards and the other relevant terms and conditions of this
Apreement.

27. NoPartnership. Nothing contained in this Agreement shall create or be construed as
creating a partnership, joint venture, or employment relationship between Owner and Lessee.
Neither Owner nor Lessee shall be liable, except as otherwise expressly provided in this Agreement,
for any obligations or liabilities of the other. Lessee expressly agrees to indemnify and hold Owner,
and the property of Owner free and harmless from any and all obligations and liabilities incurred by

Lessee in conducting operations, whether conducted pursuant to this Agreement or otherwise ofi the

i HT T SR

Property.

28.  Lnvironment. Except as provided herein, Lessee shall not commit or perniit to be

comumitted any waste upon the Property or permit anuisance thereon. Furthermore, Léssee shall qu

store (except as necessary for operations) or dispose of or allow to be stored (exeept as nece

operations) or disposed of on the Property any Hazardous Substances, including of ﬁ all
other petroleum products. Lessee agrees to comply with all federal, statefand | L@nmental
laws and to reimburse and indemmify and defend Owner from any cgists omn § Weurred by

Owner as a result of Lessee’s breach of this provision, To the ext aﬁ ned by Lessee
on the Property are deemed at any time to be Hazardous Sub tan@e ¢ Hazardous Substances
Laws, Lessee shall be responsible for removal of such sub®fice complying with any and all
laws or regulations relating thereto. e

covenants or conditions of this Agr
waiver or relinquishment fogth
and remain in full force e

y‘one ordnore instances shall not be construed as a
any(such covenants or conditions, but the same shall be

be in writing and shall be sufficiefit for all purposes if: (i) sent by fax to the fax number set forth
below or at such other number a8 the respegtive party may designate by notice as provided herein,
and concurrently sent by 1st class ULS. mail, (i) is personally delivered, or (iii) sent be certified or
registered U.S. mail, retufp receipt requested, postage prepaid, and addressed to the respective party
at the address set forth below org@t such other address as such party may hereafter designate by
written notice to the other parties as herein provided, '

29.  Waiver. The failure of eisﬁi?“insist upon strict performance of any of the

T30 Notice: Allnotices and other @ommunications provided for in this ‘Agreement shall - -

O

B e —

To Owner: WSkull{falleybgmpany, LTD

16
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Aftn: Christopher F. Robinson
925 West 100 North, Suite F
P.O. Box 540478

North Salt Lake, UT 84054
Fax: (801) 677-6416

With copy to

Owner’s Representative: Jeffrey V. Young
P. O. Box 380
Henefer, UT 84033
Home: (435) 336-8414
Fax: (435) 336-8403
Cell: (801) 541-0297

Until a successor representative is designated in writing to Lessee, Jeffrey V. Young
shall be “Owner’s Representative” for purposes of this Agreement.

To Lessee: Quantum Energy, L.L.C.
Attn: Paul J. Mysyk
34900 Chardon Road, Suite 206
Willoughby Hills, OH 44094

Fax: (440) 954-5026 q 66

Notice by mail shall be deemed effective and complete at the time it1s recewe
Notice by fax shall be deemed effective and completed at the time the faGsimile]
Qb sent by wire

31.  Payments. All payments and other sums due @
transfer pursuant to the following wiring instructions: %ﬁ
e e e e =1 B-South Te ‘?Q N e — e —
Salt Lake
Royti 0 0054 _
credit to the account of
QU VALEEY COMPANY, LTD, Account # 002225779

==~ A so that'said payments and other sums due Owner by Lessee can be properly coded and verifiedy - -
a notice of all payments, with aounts;shall also be sent to:

Zions First National

Skull Valley Company, LTD
025 West 100 North, Suite
PiO. Box 540478

North Salt Lake, UT 84054

. Fax: (801) 677-6416

..17 b 0630
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—necessary or desirable to-Carry out the intent of this Agreement. - -~ - -

In the event that Lessee fails to make any payments to Owner when due, Lessee shall pay a
late fee of five percent (5%) of such delinquent payment and interest shall accrue at the rate of
eighteen percent (18%) per annum, compounded monthly, on any such delinquent payments,
including late fees, from the date such payments were due, through and including the date upon
which Owner actually receives payment.

32.  Assignment/Run with the Land/Successors. Subject to the terms and conditions of
this Agreement, the provisions of this Agreement shall be binding upon the heirs, executors,
administrators, personal representatives, successors and assigns of the parties hereto.
Notwithstanding, Lessee may not assign this Agreement; in whole or in part, without the prior
written consent of Owner, which consent shall not be unreasonably withheld in the case of
assignment to a reputable entity who expressly assumes the obligations to fully perform all of
Lessee’s responsibilities under this Agreement, both at the time of assignment and for the reasonably
foreseeable term of this Agreement.

33.  Miscellaneous Provisions. The parties hereto agree to the following additional
provisions: .

33.1. This Agreement shall be governed by and interpreted in accordancewith the
laws of the State of Utah.

33.2. Nomodification or variation of this Agreement shall be of atwy force or éffect
unless in writing executed by both of the parties hereto. 0

33.3. Itis expressly stipulated and agreed that time shall'be of &in this
Agreement. |

33.4. Owner and Lessee each agree to pay asldi allaeasonable costs and
expenses, including attorneys’ fees that shall be made§and Mgupted by the prevailing party in

enforcing the covenants and agreements of this Agn

e e e e s

33.5. The invalidity or %&a ility. of any particular provision of this
Agreement shall not affect the oth isnshercofdnd the Agreement shall be construed in all

respects as if such invalid proyigi omitted,
33.6. &ies herétoragree torexecute such additional documents as may be

33.7.  The section headings used herein are for the convenience of the parties and
shall not be deemed to modify ox construe the meaning hereof. Definitions given anywhere in this
Agreement apply throughout the Agreément.

33.8 ' This Agreément may be signed in counterparts, each of which shall be deemed

an original, but all of whiclishall constitute one and thlew_s\_g;qq:_ip_strumeghw_

18
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DATED as of the day and year first above written.

aner: SKULL VALLEY COMPANY, LTD.,
a Utah Limited Partnership

By: FREED SVCGP, L.C., a Utah limited

liability company, as Geperal PAyiner
By: /ﬂ% Z

Paul 1. Freed, Manager

By: ROBINSON SVCGP, L.C., a Utah
limited liability company, as General Partner

oy Clatop ) RA.L.

Christopher F. Robinson, Manager

an Oklahoma limited liability company,

Lessee: QUANTUM ENERGY, L.L.C., q 66

By:

Paul J. Mysyk,

STATE OF UTAH ) o
LyEREY- 88 a

COUNTY OF SAETEAKE )

Onthis /3 day of J J"'/ @ersonally appeared before me Paul L. Freed, the
Manager of FREED SVCGP, L.C, ited liabilify company, and Christopher Robinson, the
Manager of ROBINSON SVC

Yy iy
~ JAMIE ESIMPSON Notary Bitblic f(ﬁ{e Stat¢'of Utah
‘ NOTARYPUBLIC- $TATE OF UtRS:

565 EAST 5300 SOUTHES -

o2, OGDEN, UT 84408 | .

COMM. EXP. 07-21-2091 -

| 19
S 2 0632
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DATED as of the day and year first above written.

Owner: SKULL VALLEY COMPANY, LTD.,
a Utah Limited Partnership

P AT

By: FREED SVCGP, L.C., a Utah limited

liability company, as General Partner

By:

Paul L. Freed, Manager

By: ROBINSON SVCGP, L.C., a Utah
limited lability company, as General P

By:

artner

Lessee: QUANTUM ENERGY, L.L.C,,
an Oklahoma limjted liability company

By:

Paul J, Mysyk, M

STATE OF UTAH ) Qo
S8 a

COUNTY OF SALT LAKE )

On thlS day of

Christopher F. Robinson, Manages

%onally appeared before me Paul L Freed the

Manager of FREED SVCGP, L 1ability company, and Christopher Robinson, the
Manager of ROBINSON SV tah limited liability company, both acting as General
Partners of SKULL V. ANY LID., a Utah 11m1ted partnership.

O ——

Notary Pubhc for the State of Utah
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the foregoing instrument aS/%/wfes/A/@ /éfnga, for said co}m?ny.

STATE OF (/9 )
188
COUNTY OF L i,gﬁ: )
On this /777 day of Ly , 2009, personally appeared before me Paul J.

Mysyk, known or satisfactorily prox/red to me to be the /s e Monboe  of QUANTUM
ENERGY, L.L.C., an Oklahoma limited liability company, who acknowledged to me that he signed

/W é//fx/aw

:;-'-‘;"3. Notary Ryblic for _ oz of 4o
-»}' R_GSIdLﬂg at: 3_2/;7?/79;7— 49&0(/‘7}7
e My commission expires: A -5-29
5 4 | VIRGINIA CIRING
= RESIDENT OF SUMMIT COUNTY
3 NOTARY PUBLIC, STATE O OHIG
MY COMMISSION EXPIRES /%<5 -0

iig.
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EXHIBIT “A”
TO SURFACE OWNERS AGREEMENT

RICH, MORGAN AND SUMMIT COUNTIES, UTAH
The following described lands situated in Rich, Morgan, and Summit Counties, Utah

Township 4 North, Range 5 Hast, Salt Lake Base and Meridian:

Section 12:  Lots 2, 3 and 4.
(NS-1258-A, 119.29 acres).

Section 13: Lot 1, the East half (E1/2) of Lot 2, and all of Lots 3 and 4.
(NS-1259-A, 137.26 acres)

Section 24:  The East half (E1/2) of Lots 2 and 3 and all of Lot 1.
(NS-1272, 78.07 acres)

Section 25:  The East half (E1/2) of Lots 1 and 2 and all of Lots 3 and 4, the Southwest,quarter

of the Southeast quarter (SW1/4 SE1/4), the South half of the Northwest quarter
of the Southeast quarter (S1/2 NW1/4 SE1/4).
(NS-1274, 80 acres; NS-1274-B, 179.60 acres)

Section 36:  All NorthWesterly of the Lincoln Highway right-of-way.

(NS-1288, 347.57 acres)

Township 4 North, Range 6 East, Salt Lake Base and Merldlan ‘b G
Qﬁ ghway 30,

Section 1: All that portion of Section 1, lying Nort
(NS -1291, 545.46 ac1es)

eé

Section 2: All oe
- (INS-1292, 647. 04
Section 3. All
(NS 129 40 ac1es)

§ o s s i o g e s 7p s g om0

Section 4: All
(NS-1294, 653.92 acres)

Section 5: All
(NS-1295, 65152 acres)

Section 6 All

(NS- 1296 199.50 acres; NS-1297, 303. 22 acres)

21
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Section 7:

Section 8:

Section 9;

Section 10:

Section 11;

Section 12:  All, lying Northwest of the Union Pa néroad right- of~way
wome e (NS-1306-A; 132.00 acres) é ——

Section 14:

Section 15;

All
(NS-1298, 519.20 acres)

All
(NS-1299, 640.00 acres)

Al
(NS-1302, 640.00 acres)

All
(NS-1303, 640.00 acres)

All, excepting land lying Southeasterly of the centerline of the State Highway

described as follows: Beginning at the Southeast corner of Section 11, Township

4 North, Range 6 East, Salt Lake Base and Meridian, and running thence North

1316.7 feet to the centerline of the State Highway; thence along the centetline of

said highway along the arc of a circle to the right, with radius 2864.9 feet, a

distance of 84.4 feet; thence along a tangent South 50° 12' West 1231.5 feet;

thence along a curve to the right with a radius 1113.65 feet and interior angle 50°

47" a distance of 987.1 feet; thence on a curve to the left with radius 1432 7 feet 6
and interior angle 30° 36" a distance of 765.0 feet; thence on a tangént South 70° e
23" West 258.3 feet; thence on a curve to the left with radius 2864.9 feet, a

distance of 100 feet, more or less, to the line between Sectiofis [ Pand

along said section line East 3030 feet, more or less, to the'South e f

Section 11, the place of beginning, and also exceptingdhe 1& of the

Union Pacific Railroad Company, :
(NS-1304, 583.90 acres). o

That part of Sectio 1§g at theWorthwest corner of said Section 14, and
running thence eet to the center of the State Highway; thence

7 e center of said liighway to the West line of said Section
h 1800 feetpmore onless, to the place of beginning.

- W(NS 13 13 . 8 97 acreS) L 0 P

All, lying Northerly of the Union Pacific Railroad Right-of-Way main line,
excepting therefrom any portions lying within the bounds of other Union Pacific
Railroadrights-of<wayWwithin said Section 15 or as reserved in United States
Patents; also excepting therefrom any portion lying within the bounds of county

roads or within the bounds of the Freeway and Frontage Roads known as Project
[-80-4

(NS-1314, 443.64 acres)

22 . 0636
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Section 16: Al
(NS-1315, 640.00 acres)

Section 17;  All
(NS-1316, 640.00 acres)

Section 18:  All
(NS-1317, 519.04 acres)

Section 191  All
(NS-1319, 517.57 acres)

Section20:  All, Northwest of Highway 30,
(NS-1320, 440.00 acres; NS-1322, 163.63 acres)

Section 21:  All, lying Northwesterly of Highway 30.
(NS-1323, 238.67 acres)

Southwest quarter of the Northwest quarter (S1/2 SW1/4 NW1/4) of daid Section

29 and the North half of the Northwest quarter of the Southwest qufarter (N1/2 q
NW1/4 SW1/4),

(NS-1334, 78.50 actes) ; ‘0

Section 30:  All of Section 30, lying North and West of Highway 340, ‘AQ

(NS-1336, 375.44; NS-1338, 98.28 acres) : o

Section 31:  All of Section 31, lying Northwesterly o&

Section29:  All, lying North and West of Highway 30, exception the South half of thé a

(NS 1339, 15.00 aores)

Township 4 North, Range 7 East, eWase and Meridian;

Section 6: All thatWo 3, being the Northeast quarter of the Northwest quarter

(NE1/4 or Sectidil6plying North and West of the Union Pacific Railroad
e Company right-of-way, and all that portion of ot 5, being the-Southwest quarter-— - -+~~~
. of the Northwest quarter'(SW1/4 NW1/4) of Section 6, lying North and West of
. the Union Pacifie Railroad Company right-of-way, and the Northwest quarter of
the Northwest quarter (NW1/4 NW1/4). (Lot 4).
(NS-1354, 52.89 acrés)

Township 5 North, Range 6:East, Salt Lake Base and Meridian;

| 23 -
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Section 13:

Section 14:

Section 22:

Section 23:

Section 24:

Section 25;

Section 26:

Section 27;

Section 28;

Section 29:

Section 31:

Section 32

Section 33:

Section 34:

Well-Number: 43043500010000- « +o - -~ <o - .

South half (§1/2) and the South half of the North half (S1/2 N1/2).
(NS-BDY-R-2, 0.71 acres; Rich County 01 13 00 001, 479.29 acres)

R

South half of the Northeast quarter (81/2 NE1/4) and the Southeast quarter

(SE1/4) and the Southeast quarter of the Southwest quarter (SE1/4 SW1/4),
(Rich County 01 14 00 002, 280 acres)

and the Southeast quarter of the Southwest quarter (SE1/4 SW1/4).
(Rich County 01 22 00 01, 274.91 acres; Morgan County 00-0003-1086, 5.08

acres).

All

(NS-BDY-R-1, 1.22 acres; Rich County 01 23 00 01, 640 acres)

All

(NS-1379, 386.30 acres; Rich County, 01 24 00 001, 253.65 acres).

All
(NS-1380, 640

All

.00 acres)

(NS-1381, 553.00 acres; Rich County 01 26 00 001, 87 acres)

All

All

(NS-1383, 532.18 acres; Morgan Coun

(NS-1

:.,+*,,A11, e e P
(NS-1385, 640

All
(NS-1386, 640

All

(NS-BDY-57, 338.10 acreg;

The East half o
8,

.00 acres)

.00acres)

-(NS-1387, 640.00 acres)

(NS-1382, 527.10 acres; Rich County 01 27 00 001, 104.4@?
t&)@Oi 8.45 acres)

East half of the Northeast quarter (E1/2 NE1/4) and the Southeast quarter (SE1/4)

@q

e e = e e e

alf (E1/2 W1/2), the East half (E1/2).

e SSRGS | ..

ctes; Morgan County, 00-0005-0714, 1.63 acres)

i e iy Aot A o e e
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Section 35:

Section 36:

All |
(N'S-1388, 640.00 acres)

All
(NS-1389, 640.00 acres)

Township 5 North, Range 7 East, Salt Lake Base and Meridian:

Section 9:

Section 10;

Section 11:

Section 15:

Section 16:

~-feet to the place of beginning: -

~right-of-

East half of the Southeast quarter (E1/2 SE1/4), the Southwest quarter of the
Southeast quarter (SW1/4 SE1/4), and the Southeast quarter of the Southwest
quarter (SE1/4 SW1/4).

(NS-BDY-R-6, 127.75 acres; Rich County 02 09 00 002, 160 acres)

All that part of Section 10, lying North and West of the West bound Union Pacific
Railroad Company right-of-way, excepting the North half of the Northwest
quarter (N1/2 NW1/4).

(S5-309-310, 223.14 acres; Rich County 02 10 00 002, 18.55 acres)

of Section 11, lying Northwesterly of the West bound Union Pacific Railtoad

v B g e e e e e e o [—

All that part of the Northwest quarter of the Northwest quarter NW1/4NW1/4) a

Company right-of-way.

{CD-850, 1.10 acres) : oq
All that portion-of the Northwest quarter of the Northwest quart
NW1/4) of Section 15, located West of the West hne of’ th
Pacific Railroad right-of-way, described as follo
corner of said Section 15, and running thenc ut 8 ast 534.8 feet to the

said West line of right- of-way, thence S MWest 137.7 feet; thence South
56°24' West 412 feet; thence South est 121.9 feet; thence North 401.2

(NS-1404, 2.20 acres)

Portion in the 1/2) and the Southwest quarter (SW1/4) of Section 16,
describe@ as s: beginning at the Seuthwest corner of the above described
section, 4 ing theneeEast onithe section line 2010 feet to the Westerly new

along said right-of-way line until it intersects the Northerly old right-of-way line

+ of the Union Paeific Railtoad Company; thence Northeasterly along said old right-

of-way line until the same intersects the East section line of the above section,
thence North along said section line 390 feet, more or less, to the Northeast corner
of the @bove section; thence - West one mile to the Northwest corner of the above
section; thence South on the section line one mile to the point of beginning.

_.(NS-1405, 376.20 acres)

25 B
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Section 17:

Section 18:

Section 19:
Section 20:

Section 21;

Section 28:

Section 29:

~West 564 feet; thence South 2

i am e e i e o e e w0 0 Ee e e ok e e

All except the North half of the Northwest quarter (N1/2 NW1/4).
(NS-1408, 481.64; Rich County 02 17 00 002, 78.36 acres)

The South half of the Southwest quarter (S1/2 SW1/4), the Southeast quarter
(SE1/4), and the Southeast quarter of the Northeast quarter (SE1/4 NE1/4).
(NS-BDY-R-3, 218.92 acres; Rich County 02 1800 001, 280.00 acres)

All
(NS-1409, 638.80 acres)

All
(NS-1410, 640.00 acres)

All that part of Section 21, lying North and West of the East bound right-of-way
of the Union Pacific Railroad Company.
(NS-1412, 259.00 acres)

All that part North and West of the East bound Union Pacific Railroad Company
right-of-way excepting the portion described as follows, to wit: beginning at a
point 1191 feet North of the Southwest corner of said Section 28, and rufining

thence North 1179 feet; thence North 38° 09' East 835 feet; thence Nérth 512 40’

West 200 feet; thence North 38° 38" e

East 110 feet; thence North 38° 04'
East 1238 feet; thence North 36° 18’

East 478 feet; thence North 27° 17 ‘
East 285 feet; thence North 15° 08' Q
East 547 feet; thence South 89° 50’ ‘b

East 846 feet; thence South 0° 56' ‘Qo

East 370 feet; thence South 22° 10
West 336 feet; thence South 35° 53" e

West 461 feet; thence So

West 952 feet the: ° 49'
West 508 5i° 19
West 3 ce South 5312
West 16 o the placerof begmmng

- (NS<1421; 41.00 acreg) —sop——== s e U -

Part of Section/29, lying North and West of the East bound Union Pacific

Railroad Companly right-of-way, described as follows: beginning at the Southwest

cormer of said Section 29, and running thence North
2640 feet; thence’South 67° 58' East
3782 feet; thence South 78° 32' East
312 feet; thence South 34° 45' West

293 feet; thence South 37° 12' West

% . 0640
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Section 30;

Section 31:

Section 32;

453 feet; thence South 39° 57" West

123 feet; thence South 42° 30" West

115 feet; thence North 46° 40' West

100 feet; thence South 43° 13' West

613 feet; thence West 2721 feet to the place of beginning.
(NS-1422, 412.50 acres; NS-1423, 150.00-acres)

All
(NS-1426, 640.20 acres)

All that part of Section 31, lying North and West of the East bound right-of-way
of the Union Pacific Railroad Company.
(NS-1427, 527.30 acres)

All North half of the Northwest quarter (N1/2 NW1/4) of Section 32, lying North
and West of the East bound Union Pacific Railroad Company right-of-way
described as follows: beginning at the Northwest corner of said Section 32, and
running thence north 89° 50' East 2643 feet; thence South 43° 13' West 118 feét;
thence South 73 feet; thence South 45° 54' West 630 feet; thence South 6521 6'

West 1730 feet; thence West 702 feet; thence North 1320 feet to the plaée of
beginning.

(NS-1432, 62.50 acres) q

[
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EXHIBIT B
to Surface Use Agreement

(the Reclamation Standards)

Reclamation Standards. For the purposes of this Agreement “Reclamation” or
“Restoration” or the “Reclamation Standards”, as used in this Agreement, shall mean:

1. Prior to commencement of any work which will necessitate revegetation, all

topsoil shall be set aside in such a reasonably practical manner that upon completion of the work or
abandonment, the topsoil can be replaced, ‘

2 All revegetation shall be done according to a revegetation program and
plant/seed mix approved by or provided by Owner. Seed mix cost will not exceed that of a reasonable

comparative native mix for the area and all seed used will be certified seed. Owner reserves the right
to perform all reseeding work at competitive cost,

3. Revegetation efforts shall continue until established stands have been

successfully obtained, | a
4. As requested by Owner, Lessee shall use its best efforfSito control tﬂ e

infestation of noxious weeds on any portion of the Property which is disturbed by Lesse ‘m—le
timely spraying of control chemicals or other methods of control acceptable fo Owiier 'S

option, the appropriate county weed control supervisor will visit and inspetithe ay essee
to assess lawiul compliance with county weed control law and Lessee will co Q 1 standard

at Lessee’s expense. o
5. As discussed herein, all areasi’st:lgny Lessee during operating,

maintaining, protecting, marking, repairing, removin cing the Roads, Permitted Well Sites,
- drill sites, Pipelines, Power lines, appurtenanc % nt, and facilities shall be immediately -~~~ == -
filled,, compacted, leveled, and restored t@contour at, the'expense of Lessee to blend the

disturbed area with the landscape W ractical,
P 6 e %ES 0 use a ditt contractor, approved by Owner, for all dirt work

on the property as long a and pefformance are competitive.

....... R A gt o b e i s e
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EXHIBIT C
to Surface Use Agreement
(the Work Standards)

Work Standards. For the purposes of this Agreement “Work Standards,” as used
in this Agreement, shall mean:

1. Operations of Lessee shall be in a good and workmanlike manner consistent
with recognized industry procedures and in accordance with the common practice of QOwner,

2. Lessee shall keep the Roads, Permitted Well Sites, Pipeline locations, Power
lines, and adjacent areas clean at all times and free of any trash, cans, papers, bottles or other debris
resulting from Lessee’s operations hereunder.

3. Lessee shall construct stock-tight fences around any dangerous area, including
any pits on the Permitted Well Sites. Lessee shall, at its expense, construct permanent fencing
around all wellheads and other surface facilities, which fencing shall be constructed of portable type
livestock panels anchored to the ground and painted natural earth tone colors. Maintenance atound
Lessee’s Permitted Well Sites and other facilities shall be the responsibility of Lessee, and Owher
shall not be responsible for damage to such fences or Lessee’s surface facilities in the evert livestoek
gain access to these areas. Construction techniques and materials of fences construgfed by Lessee

shall be approved by Owner in advance and shall be installed to Owner’s satisfaction. q 66

4, In addition to any compensauon specifically set forth helem L
repair, replace or reimburse Owner for all damages resulting from the oplératio on the
Property to any roads, fences, corrals, gates, buildings, structures, water so 1age ponds

and reservoirs, pipelines, troughs, crops, livestock, or other impro operty owned by
Owner. 6

5. Lessee agrees to replace or re evees or other improvements disturbed

--or damaged by Lessee’s operations on the Prop e the reasonably necessary precautions -

to channel and protect drainages and Wat d by its operations on the Property.

6. Lessee & ate all'gpérations so that they are conducted in a manner
compatible with strin plemented by Owner.

development may be temporarily suspended for threats to wildlife program management, weather
conditions that will cause exeessive damage to the Property, or special livestock concerns or
movement. Owner agrees to'eooperate 0 minimize negative impacts on the efforts of Lessee,
Specifically during winter months whén snow cover exceeds twelve inches (12”) of snow on the
ground but no later/than November 20th, operations will need to shut down for the winter in

pastures as they are critical winter range areas,

_ and will only be able to resumie after April 3 30t _The total number of Wells to be drilled or worked

. 29
| iy Obda

e e oL eSsee - agrees- that=permission for -exploration, drilling, - construction;-or—r-———-

R e
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over in these areas, during the winter, must be limited to one per section. Further information such
as section numbers of restricted areas will be provided by Owner.
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BOPE SCHEMATIC

API3M-11-RR
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KILL LINE ~ CHOKE LINE/MANIFOLD SCHEMATIC

“* CHECK VALVE
{OPTIONAL)

OPTIONAL FOR 2M

FROM DRILLING

FLUID PUMP BLOWOUT PREVENTER

STACK OUTLET

2" NDMINAL
2" NOMINAL

THREADED CONNECTIONS OPTIONAL FOR 2M RATED WORKING PRESSURE SERVICE

FIGURE K5-1, Typical kil line assembly for M and 3M rated working
pressure service - surface Installation.

ADJUSTABLE CHOKE-\ 66

TO PIT AND/OR MUD/GAS SEPARATO_R,
— ,}
L 7
2" NOMINAL

BLOWOUT PREVENTER
STACK OUTLET

CHOKE LINE

OPTIONAL OGN ZM

2" NOMINAEL

+ Typical choke manlifold assembly for 2M and 3M rated
ressure service - surface installation.
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A A

WESTERN LAND SERVICES

July 20, 1011

Utah Division of Oil, Gas & Mining
Diana Mason

1594 W. N. Temple Suite 1210

Salt Lake City, Utah 84114-5801

RE: Quaneco, LLC Exception Location for the Tristram Creek 11-24 W.

Diana:

Pursuant to Rule R649-3-3 of the State’s Oil & Gas Conservati
hereby makes application for approval to drill the Tristram
Township 5 North — Range 6 East; Section 24: NESW

surface is privately owned and the minerals are also priv to
Quaneco.

Quaneco proposes to drill the Tristram Cree (TR ®tal depth of 3000° feet and
1s an exception to Rule R649-3-3. Quane g efiscld owner and operator

This well is situated outside of o window to minimize impact on the
surrounding areas, take ady f able terrain for access routes and location
construction, and to begfRaNe » considerations. Other alternatives were

c and well location provides the most
ached hereto is a plat as required by the

identified but t ﬁ
environm
ol
jectio
objections are

applicant requests that this application be approved. If
requests the matter be set for hearing and that it be advised

le, Western Land Services
Designated Agent for Quaneco, LLC

WESTERN LAND SERVICES - UTAH DIVISION
195 North 100 East, Suite 201 = Richfield, UT 84701 * Phone: (435) 896-5501 » Fax: (435) 896-5515
Web: www.westernls.com
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e L
RICHGQUNTY- o
LN

R e SR

Legend
® Proposed Well

=== Construct New Road

+ Plugged and Abandoned === EXisting Road

460 ft Buffer
O | Mile Buffer

=21 County Boundaries
o Well Pad

S
1:18,000
Datum NAD 83
Zone 12

Quaneco, LLC

Tristram Creek 11-24

A0

WESTERN LAND SERVICES
Richfield, UT 84701 (435) 896-5501

CONFIDENTIAL

Teweparsd By: LB Late: July 19, 2011

No warranty is made for data usage purposes other than those intended by Western Land Services. Maps are created as part of a GIS that compiles
records, information, and data from various sources. This data experiences frequent updates and accordingly, WLS shall not be liable for any errors or omissions herein.

Received: July 20, 2011
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QUANECO, [ [ C

THIS/, CHEEK 11-24"
SECT TN [ON, H6E, SLEBAM,

OOINIT COUNTY, UTAH
o&

PROJECT
LOCATION
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sy
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UINTAH
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N
2
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WASHIN@ZTON KANE //

ARIZONA

NEVADA

COLORADO
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MAGLEBY & ASSOCITATES, INC.

ENGINEERING  AND  SURVEVYING
383 East 580 South, MONROE, UTAH

Telephaone (435) 527-3444 or (435) 979-5070 CELL

Received: July 20, 2011
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' ESTIMATED EARTHWORK VOLUMES
T ¥VOLUMES ARE UNADJUSTED*

PAD AND PIT

WELL ELEV:  7208.2
TO7TAL CUT: 7715 CU. VD.

s TOTAL FILL: 575 CU.YD.
oo Y ‘
¢ '/

o / . / VR . . CONSTRUCT NEW ROAD
‘&z A P / CONTRACTOR NOTES
! g !
/5@/ A S / ”//// S S 1. RECLAIM ALL AREAS AFTER PROJECT COMPLETION.
/ sy /
// // //// /////// // // // // /// : .
/ '// / ;/ a, i ;o 7 !
7208.4 /
/ ////|_7‘—‘// // // , // s
QUANECD,  LLC / /

2. CONTRACTOR SHALL BE RESPONSIGLE FUR ALL
IMPORTING AND EXPORTING OF SOIL MATERIAL
NECESSARY TO COMPLETE THE PROJECT AS DESIGNED

ly
— TRISTRAM CREEK 11-24 (PROPOSED) Sy o /
LAT.  41°09'02.38°N L\ A /oy oy
LONG. 141°13°11.89*W (NAD 83) AN / I
ELEV. 7210.2 (NAVD 88 UNGRADED GROUND) AN A / /
| | | | |
1 Iy I
|
SCALE 1"=60 EXISTING GROUND CONTOURS - 4 FT INTEHVAL’/\ : / \ ‘ | | I |
| ™S SLOPE  -1%
e e
V) \ \ ~ I |
0 60 120

| \ 8oy 100" PIA 5" DEEP \
[ | \ 24 SLOpES
\

—_— — — T T 7205

/
TOP PAD ELEVATION (TYP.) —"" T

CONSTRUCT NEW ROAD |

MAGLEBY & ASSOCIATES, INC.

GUANECD | | C DESIGNED BY: DM CHECK: __ DATE:
)
ENGINEERING AND  SURVEYING

Pad & Pit - TRISTRAM CREFK 11-24 SN it el R
383 East 580 South, MONROE, UTAH

QUANTITIES BY.DM CHECK: DATE:___
Telephone (435) 527-3444 or (435)

979-5070 CELL PLAN VIEW REVIEW BY: DATE:

DATE
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API Number: 4304350001
Well Name: Tristram Creek 11-24
Township T0.5. Range R0.6. Section 24

Meridian: SLBM
Operator: QUANECO, LLC

14

Map Prepared:
Map Produced by Diana Mason
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Office of the Governor

PUBLIC LANDS POLICY COORDINATION

JOHN HARJA
Director

State of Utah

GARY R. HERBERT
Governor

GREG BELL
Lieutenant Governor

August 8, 2011

Diana Mason 6
Petroleum Specialist e
Department of Natural Resources, Division of Oil Gas and, Minin q

1594 West North Temple, Suite 1210 b

P.O. Box 145801

Salt Lake City, UT 84114-5801

Subject: ~ Application for Permit %@ EOwnshlp 5.0N, Range 6.0E,

SUMMIT County
RDCC PrOJect Nu

Dear Ms. Mason:

&Utah, through the Public Lands Policy Coordination Office (PLPCO), has
ie ojett. Utah Code (Section 63J-4-601, et. seq.) designates PLPCO as the entity
oNgilile to coordinate the review of technical and policy actions that may affect the
cal resodrcesrof the state, and to facilitate the exchange of information on those actions
mong federal, state, and local government agencies. As part of this process, PLPCO makes
use of the Resource Development Coordinating Committee (RDCC). The RDCC includes
representatives from the state agencies that are generally involved or impacted by public lands
management.

Division of Air Quality

Because fugitive dust may be generated during soil disturbance the proposed project
will be subject to Air Quality rule R307-205-5 for Fugitive Dust. These rules apply to
construction activities that disturb an area greater than 1/4 acre in size. A permit, known as an
Approval Order, is not required from the Executive Secretary of the Air Quality Board, but
steps need to be taken to minimize fugitive dust, such as watering and/or chemical
stabilization, providing vegetative or synthetic cover or windbreaks. A copy of the rules can
be found at www.rules.utah.gov/publicat/code/r307/r307.htm.

Received: August 09, 2011
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Diana Mason
August 8, 2011
Page 2

The state encourages the use of Best Management Processes (BMP s) in protecting air
quality in Utah. The state recommends the following BMP s as standard operating procedures:

1) Emission Standards for Stationary Internal Combustion Engines of 2 g/bhp-
hr of NOx for engines less than 300 HP (Tier 3) and 1 g/bhp-hr of NOx for
engines over 300 HP (Tier 3).

2) No or low bleed controllers for Pneumatic Pumps, Actuatorsiand other
Pneumatic devices.

efficiency for Oil or Gas Atmospheric Storage Tanks, VO
controls or flaring. Glycol Dehydratiemand Amine

Venting controls or flaring, Well Completm@ letlon Ventmg, and

3) Green completion or controlled VOC emissions methods wi

Planned Blowdown Emissions.

If compressors or pump stations are'€on site a permit application, known
as a Notice of Intent (NOI), should be sybrgi xecutive Secretary at the Utah
Division of Air Quality at 150 N. 1 e t ldake City, Utah, 84116 for review

according to R307-401: PermitQINofti ntent'and Approval Order, of the Utah Air Quality
Rules. A copy of the rules found at www.rules.utah.gov/publicat/code/r307/r307.htm.

The Stat ppreciates the opportunity to review this proposal and we look
ard w you on future projects. Please direct any other written questions
regar espondence to the Public Lands Policy Coordination Office at the address

l Judy Edwards at (801) 537-9023.

Sincerely,

ded.

John Harja
Director

5110 State Office Building, PO Box 141107, Salt Lake City, Utah 84114-1107 - telephone 801-537-9801 - facsimile 801-537-9226

Received: August 09, 2011
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Diana Mason
August 8, 2011
Page 2

5110 State Office Building, PO Box 141107, Salt Lake City, Utah 84114-1107 - telephone 801-537-9801 - facsimile 801-537-9226

Received: August 09, 2011



GARY R. HEREERT
Gonernor

GREGORY 8. BELL
Ligwternart Governor

QUANECO, LLC

State of Utah

DEPARTMENT OF NATURAL RESOURCES
MICHAEL R. STYLER

Executive Diractor
Division of Qil, Gas and Mining

JOHN E. BAZA
D¥virion Directar

July 19, 2013

22801 Venture Blvd. Ste 200
Wooldand Hills, CA 91364

Re:  Application for Permit to Drill - SUMMIT County, Utah

Ladies and Gentlemen:

The Application for Permit to Drill (APD) for the Tristram Creek
11-24 well, APl 43043500010000 that was submitted July 20, 2011
is being returned unapproved. If you plan on drilling this well in
the future, you must first submit a new application.

Should you have any questions regarding this matter, please call me

at (801) 538-5312.

Enclosure

Sincerely,

Diana Mason
Environmental Scientist

cc:  Bureau of Land Management, Vernal, Utah

1554 West IMorth Temple, Suite 1210, PO Box 145801, Sat Lake City, UT 84114-5801
telephone (801) 538-5340 e facsitnile (801) 359-3940 « TTY (301) 538-7455 « www.agm.utah.gov

UTAH

DNR

o

OIL, GAS & MINING
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