ELK
RESOURCES, INC.

August 17, 2006

Utah Division of Oil, Gas, and Mining
1594 West North Temple, Suite 1210
Salt Lake City, UT 84114-5801

RE: Exception Location
Argyle 8-43
212’ FSL, 2432’ FEL
SWSE Section 8-7S-20E
Uintah County, UT

To Whom It May Concern:

Please refer to the State Oil and Gas Conservation Rule R649-3-3. The Argyle 8-43
is an exception to siting requirements of R649-3-2 because it is not located within
200 feet from the center of the 40-acre quarter-quarter section.

The exception is necessary to accommodate the request of the surface owner to
avoid placing the well and access road in the center of an irrigated hay pasture.

This proposed well location is within the Aurora “Deep” Unit which Elk Resources,
Inc. is the Operator and controls 100% of the working interest ownership of the
adjacent working interest tracts pursuant to a Farmout Agreement with EnCana Oil &
Gas (USA), Inc. and the Aurora Deep Unit Operating Agreement. EnCana’s
concurrence to this 8-43 location is noted in the Designation of Agent or Operator
form (Form 5). There are no additional lease owners within 460 feet of the proposed
well location. The proposed well is not being drilled less than 920 feet from any other
well capable of producing oil or gas. See attached plat.

If you have any questions, please contact me.
Sincerely,

G

‘Karin Kuhn

Sr. Engineering Technician ELK RESOURCES, INC. ED”HUE‘T"HL
1401 17TH STREET, SUITE 700, DENVER, COLORADO 80202

PHONE: (303) 296-4505 FAX: (303) 296-4506 E-MAIL: POSTMASTER@ELKRESOURCES.NET




ELK
RESOURCES, INC.

November 14, 2006

VIA OVERNIGHT MAIL

Diana Whitney

Utah Division of Qil, Gas and Mining
1594 West North Temple, Suite 1210
Salt Lake City, UT 84116

RE: Application for Permit to Drill
Argyle 8-43
SWSE Section 8, T7S-20E SLB&M
Uintah County, UT

Dear Diana:

Enclosed is our Application for Permit to Drill for the subject well location. Please keep
this application “CONFIDENTIAL”. Included with the APD is the following
supplemental information:

Survey plats, location map with access corridors, and layouts of the proposed
well site;

Drilling Plan;

Typical BOP and Choke Manifold diagrams;
Surface Use Plan;

Form 5;

Exception Location Letter and Plat;

Surface Damage Agreement

Should you require any additional information, please contact me or Layle Robb at (303)
296-4505.

Karin Kuhn %)

Sr. Engineering Technician

ELK RESOURCES, INC.
1401 17TH STREET, SUITE 700, DENVER, COLORADO 80202
PHONE: (303) 296-4505 FAX: (303) 296-4506 E-MAIL: POSTMASTER@ELKRESOURCES.NET

Enclosures



STATE

OF UTAH

DEPARTMENT OF NATURAL RESOURCES
DIVISION OF OIL, GAS AND MINING

FORM 3

AMENDED REPORT []
(highlight changes)

5. MINERAL LEASE NO: 6. SURFACE:
APPLICATION FOR PERMIT TO DRILL Foo e
1A, TYPE OF WORK: DRILL REENTER []  DEEPEN [J 7#',2”“’"‘"’ ALLOTTEE OR TRIBE NAME:

B.TYPEOFWELL: OIL D GAS OTHER

SINGLE ZONE[ ] MULTIPLE ZONE HA

8. UNIT or CA AGREEMENT NAME:

s yo o LYo Wil

2. NAME OF OPERATOR:

9. WELL NAME and NUMBER:

Elk Resources, Inc. Argyle 8-43
3. ADDRESS OF OPERATOR: PHONE NUMBER: 10. FIELD AND POOL, OR WILDCAT:
1401 17th St., Suite 700 ., Denver arare CO 4 80202 (303) 296-4505 Wildcat
1. ﬁgg(&;}; SECTION, TOWNSHIP, RANGE,

4. LOCATION OF WELL (FOOTAGES) ;28 G )L {Ys 2 \/

atsurrace: 212' FSL, 2432' FEL

AT PROPOSED PRODUCING ZoNE: 212" FSL, 2432' FEL

COfFICE

40. 26’529»

EIMIAL

SWSE 8 7S 20E S

14. DISTANCE IN MILES AND DIRECTION FROM NEAREST TOWN OR POST OFFICE: 12. COUNTY: 13. STATE:
. . UTAH
Approx. 21.55 miles southwest of Vernal, UT Uintah
16. NUMBER OF ACRES IN LEASE: 17. NUMBER OF ACRES ASSIGNED TO THIS WELL:

15. DISTANCE TO NEAREST PROPERTY OR LEASE LINE (FEET)

212

40

40

18. DISTANCE TO NEAREST WELL (DRILLING, COMPLETED, OR
APPLIED FOR} ON THIS LEASE (FEET)

NA

19. PROPOSED DEPTH:

15,700

s

20. BOND DESCRIPTION:

B000969

21. ELEVATIONS (SHOW WHETHER DF, RT, GR, ETC.):

22. APPROXIMATE DATE WORK WILL START:

23. ESTIMATED DURATION:

4879' GR 1/1/2007 60 Days + 30 Days Completion
24. PROPOSED CASING AND CEMENTING PROGRAM
SIZE OF HOLE CASING SIZE, GRADE, AND WEIGHT PER FOOT SETTING DEPTH CEMENT TYPE, QUANTITY, YIELD, AND SLURRY WEIGHT
1712 |133" H-40 48# 880|765 Class V See drig plan
12174 {1034 N-80 51# 5.000 | See drig plan
91/2" 7 5/8" P-110 33.7# 11,000 | See drlg plan
6 1/2" 5" P-110 184 15,700 | See drig plan
25. ATTACHMENTS

VERIFY THE FOLLOWING ARE ATTACHED IN ACCORDANCE WITH THE UTAH OIL. AND GAS CONSERVATION GENERAL RULES:

ZI WELL PLAT OR MAP PREPARED BY LICENSED SURVEYOR OR ENGINEER

D EVIDENCE: OF DIVISION OF WATER RIGHTS APPROVAL FOR USE OF WATER

m COMPLETE DRILLING PLAN

- FORM 5, IF OPERATOR IS PERSON OR COMPANY OTHER THAN THE LEASE OWNER

NAME (PLEASE Pt

SIGNATURE

%ri”. Kyhn , / )

Sr. Engineering Technician

(This space for 54& l!se only)

API NUMBER ASSIGNED: LI[ ,”'77-/0 L{q’ ? ? ? @ Q

(11/2001)

RINT TITLE
D
A

Utah Division of -

Oil, Gas and MiningrR EGCEIVE
APPROVAL: NOV ‘ 5 2066

LDIV OF OIL, GAS & MINING




T7S, R20E, S.L.B.&M.

NB9'57'W — 2630.76" (G.L.0O.)

NBI'SE'W — 2639.34" (G.L.O.)

ELK RESOURCES, INC. ,
Well location, ARGYLE #8-43, located as shown in

the SW 1/4 SE 1/4 of Section 8, T7S, R20E,
S.L.B.&M. Uintah County, Utah.
S S BASIS OF ELEVATION
-3 3
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DRILLING PLAN

Elk Resources, Inc.
Argyle 8-43

SW/SE of Section 8, T-7-S, R-20-E, S.L.B. & M.

Uintah County, Utah

1,2,3 Estimated Tops of Geological Markers and Formations Expected to Contain Water, Oil and
Gas and Other Minerals

4

Formation Depth
Uinta 1365°
Green River 3720°%*
Wasatch 7600°*
Mesaverde 11200°*
Castlegate 14385°
Mancos 14565’
Mancos B . 15229°*
Proposed TD 15700’

PROSPECTIVE PAY* oil and gas

Casing Program

HOLE
SIZE
26”

17 ¥
12 %7
91/2”
61/2”

SETTING DEPTH

from 1o SIZE WEIGHT GRADE THREAD
surface 50-75> 207

surface 8807 133/8” 48# H-40 ST&C
surface *5,000° 103/4” 51# N-80 ST&C
surface  +11,000° 75/8” 33.7# P-110 LT&C
surface 15,700° 57 18# P-110 LT&C

*Contingency string to be used if the “Birds Nest” loss zone is encountered.

Cementing Program

20” Conductor

13 3/8”

10 3/4”

DV @ +3200°

Ready mix

COND.

New
New
New
New

765 sx Class V + 2% CaCl + % pps Flocele: 15.6 ppg, 1.2 ct/sk (50%

excess). Cement to surface, top out as needed.

Stage 1: 275 sx 50/50 Poz + 2% gel + 6% Halad-322 + 1 pps Granulite +

5% salt + % pps Flocele; 14.4 ppg, 1.41 cf/sk (15% excess).

Stage 2: Lead 230 sx HiFill + 16% gel + 0.75% Econolite + 7.5 pps

gilsonite + % Flocele; 11.0 ppg, 3.81 cf/sk (200% excess).

Tail 200 sx 50/50 Poz + 2% gel + 6% Halad-322 + 1 pps
Granulate + 5% salt. Cement to surface, top cement as needed.

LOMFDETiAL



Elk Resources, Inc.
Drilling Program

Argyle #8-43
Uintah County, Utah
Page 2
75/8” Stage 1: 400 sx 50/50 Poz + 2% gel + 6% Halad-322 + 1 pps Granulite +
5% salt + % pps Flocele; 14.4 ppg, 1.41 ct/sk (no excess)
DV @ £7800° Stage 2: Lead 260 sx HiFill + 16% gel + 0.75% Econolite + 7.5 pps
gilsonite + % Flocele; 11.0 ppg, 3.81 cf/sx (200% excess). NOTE: If
10 3/4” OD casing is not run, protect to 2000’ w/ 930 sx instead of 150 sx.
Tail 250 sx 50/50 Poz + 2% gel + 6% Halad-322 + 1 pps
Granulate + 5% salt + % pps Flocele; 14.4 ppg, 1.41 cf/sk. Cement top to
be 500’ into 10 % protection string.
5” 380 sx 50/50 Poz 2% gel + 0.3% CFR-3 + 0.15% HR+12 + 20% SSA-1 +

0.4% Halad-344; 14.35 ppg, 1.41 cf/sk (35% excess). Cement top to be a
minimum of 500 into 7 5/8” intermediate string.

6 Mud Program

Elk Production, LLC will record slow pump speed on daily drilling report after mudding up.

Elk shall use electronic/mechanical mud monitoring equipment, which shall include a pit volume
totalizer (PVT); stroke counter; and flow sensor.

A mud test will be performed at least every 24 hours after mudding up to determine density,
viscosity, gel strength, filtration, and pH.

Gas-detecting equipment will be installed and operated in the mud-return system.
A flare system will be used that gathers and burns all gas. The flare line(s) shall discharge at least
100 feet from the well head with straight lines and shall be positioned downwind of the prevailing

wind direction and shall be anchored.

A mud-gas separator (gas buster) shall be used from surface casing to TD.

As per 43 CFR 3160, Onshore Oil and Gas Order No. 2, Drilling Operations, C. Mud Program Requirements.

INTERVAL WEIGHT  VISCOSITY FLUID LOSS 'REMARKS
Surf - 880  N/A Water

880 -4500° 8.4/8.6ppg 32 NC Spud Mud
4500 — 10000° 8.4/9.0ppg 28 NC KCL Water/Gel
10000 — 15700° 9.0/12.0 ppg 34 10 KCL/Gel/Polymer

7 BOP and Pressure Containment Data

Depth Intervals BOP Equipment

Surf. - 1000’ ' None

1000’ — 10000° ' 5000# Ram type double BOP and annular

10000’ - TD 10,000# Ram type double BOP and 5000# annular

LOMFIDEMTIAL



Elk Resources, Inc.

Drilling Program
Argyle #8-43
Uintah County, Utah

Page 3

10

11

Drilling spool to accommodate choke and kill lines.

Estimated bottom-hole pressure at TD will be 9500 psi. Drilling spool to accommodate choke and
kill lines.

ANCILLARY EQUIPMENT AND CHOKE MANIFOLD RATED AT 5,000# OR 10,000# AS
NEEDED TO MATCH BOPE. ALL BOP AND BOPE TESTS WILL BE IN ACCORDANCE
WITH THE REQUIREMENTS OF THE STATE OF UTAH.

THE STATE OF UTAH, DIVISION OF OIL, GAS AND MINING WILL BE NOTIFIED 24
HOURS IN ADVANCE OF ALL BOP PRESSURE TESTS.

Auxiliary equipment
a) Upper and Lower Kelly cock
b) Floor stabbing valve 5000#
c) Safety valve(s) and subs to fit all string connections in use

Testing, Logging and Core Programs
Cores None anticipated
Testing None anticipated
Sampling 10’ samples; surface casing to TD.
Surveys Run every 1000’ and on trips
Logging Resistivity, neutron density, and caliper from TD to surface casing. Gamma ray
from TD to surface
Anticipated Abnormal Pressures or Temperatures
‘None anticipated.
Drilling Schedule
Spud Approximately January 1, 2007
Duration 30 days drilling time

30 days completion time

COMFDERTIAL



Elk Resources, Inc.

Drilling Program
Argyle #8-43
Uintah County, Utah

Page 4

HAZARDOUS MATERIAL DECLARATION

Argyle 8-43

Elk Resources, Inc. guarantees that during the drilling and completion of the above referenced

well, we will not use, produce, or store, transport or dispose 10,000# annually of any of the

hazardous chemicals contained in the Environmental Protection Agency’s consolidated list of

chemicals subject to reporting under Title III Super Amendments and Reauthorization Act
SARA) of 1986.

Elk Resources, Inc. guarantees that during the drilling and completion of the above referenced
well, we will use, produce, store, transport, or dispose less than the threshold planning quantity
(TPQ) of any extremely hazardous substances as defined in 40 CFR 355.

COMFOENTIAL
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Surface Use Plan
Attachment to Permit to Drill
Argyle 8-43

Page 1

SURFACE USE PLAN
Argyle 8-43
Attachment to Permit to Drill
The dirt contractor will be provided with an approved copy of the surface use plan of
operations before initiating construction.

The onsite inspection for the referenced well is pending with the Division of Qil, Gas and
Mining and the landowner:

1. Existing Roads:

a. The proposed well site is located approximately 21.55 miles South-
southwesterly of Vernal, Utah.

b. The following are directions to the proposed well site:

Proceed in a Southerly direction from Vernal, Utah along U.S.
Highway 40 approximately 14 miles; go South on State Highway 88
for 7.0 miles to an existing road; head Northwesterly for 200’t, and
then South on an existing road for approximately 0.15 miles to
another existing road; then proceed West 0.4 miles to the access
road; head North 30’+ on the access road to the drilling location.

c. The use of roads under Federal, State and County Road Department
maintenance are necessary to access the Argyle 8-43 location. All
existing roads will be maintained and kept in good repair during all phases
of operation.

d. Vehicle operators will obey posted speed restrictions and observe safe
speeds commensurate with road and weather conditions.

e. Since no improvements are anticipated to the State, County, or BLM
access roads, no topsoil striping will occur.

2. Planned Access Roads:

a. From the existing surface county road, a new access is proposed trending
easterly approximately 30 feet to the proposed well site. The access
consists of entirely new disturbance across previously cultivated ground
and crosses no significant drainages.

b. The proposed access road crosses surface owned by Blaine M. Argyle
and Ellen T. Argyle. A copy of the fee surface damage agreement is
attached.

c. The proposed access road will consist of a 14’ travel surface within a 30’

disturbed area.

LONFIDEMTIAL



Surface Use Plan

Attachment to Permit to Drill

Argyle 8-43
Page 2

A maximum grade of 4% will be maintained throughout the project with no
cuts and fills required to access the well.

No turnouts are proposed since the access road is only 30 feet long and
adequate site distance exists in all directions.

No low water crossings are anticipated. Adequate drainage structures will
be incorporated into the road.

No surfacing material will come from Federal or SITLA lands.

One gate is anticipated at this time as the fence is crossed leaving the
paved surface.

Surface disturbance and vehicular travel will be limited to the approved
location access road.

All access roads and surface disturbing activities will conform to the
standards outlined in the pending fee surface use agreement.

The operator will be responsible for all maintenance of the access road
including drainage structures.

Location of Existing Wells:

a.

Enclosed is a map reflecting a one-mile radius of the proposed well; there
is one producing well within this radius.

Location of Production Facilities:

a.

All permanent structures will be painted a flat, non-reflective Desert Brown
to match the standard environmental colors. All facilities will be painted
within six month of installation. Facilities required to comply with the
Occupational Safety and Health Act (OSHA) may be excluded.

If productive, a gas meter run will be constructed and located on lease
within 500 feet of the wellhead. Meter runs will be housed and/or fenced.
All gas production and measurement shall comply with the provisions of
43 CFR 3162. 7-3, Onshore Oil and Gas Order No. 5, and American Gas
Association (AGA) Report No. 3.

If productive, a tank battery will be constructed on this lease, it will be
surrounded by a dike of sufficient capacity to contain the storage capacity
of the largest tank. All loading lines and valves will be placed inside the
berm surrounding the tank battery. All liquid hydrocarbons production and
measurement shall conform to the provisions of 43 CFR 3162.7-3 and
Onshore Oil and Gas Order No. 4 and Onshore Oil and Gas Order No. 5
for oil and natural gas production and measurement.

Any necessary pits will be properly fenced to prevent any wildlife and
livestock entry.

All access roads will be maintained as necessary to prevent erosion and
accommodate year-round traffic. The road will be maintained in a safe
useable condition.

The site will require periodic maintenance to ensure that drainages are
kept open and free of debris, ice, and snow, and that surfaces are properly
treated to reduce erosion, fugitive dust, and impacts to adjacent areas.

CONFIDERTIAL



Surface Use Plan

N

Attachment to Permit to Drill

Argyle 8-43
Page 3

5.

Location and Type of Water:

a.

Water for construction and drilling will be obtained through a direct
purchase agreement with the local municipal water company.

Source of Construction Material:

a.

b.

No construction materials will be removed from Ute Tribal, SITLA or BLM

lands.
If any gravel is used, it will be obtained from a State-approved gravel pit.

Methods of Handling Waste Disposal:

a.

b.
C.

All wastes associated with this application will be contained and disposed
of utilizing approved facilities.

Drill cuttings will be contained and buried onsite.

The reserve pit will be located outboard of the location and along the
northwest side of the pad.

The reserve pit will be constructed so as not to leak, break, or allow any
discharge.

The reserve pit will be lined with 12-mil minimum thickness plastic nylon-
reinforced liner material. The liner will overlay a felt pad only if rock is
encountered during excavation. The pit liner will overlap the pit walls and
be covered with dirt and/or rocks to hold it in place. No trash, scrap pipe,
etc., that could puncture the liner will be disposed of in the pit. Pit walls
will be sloped no greater than 2:1. A minimum 2-foot freeboard will be
maintained in the pit at all times during the drilling and completion
operation.

The reserve pit has been located in cut material. Three sides of the
reserve pit will be fenced before drilling starts. The fourth side will be
fenced as soon as drilling is completed, and shall remain until the pit is
dry. After the reserve pit has dried, all areas not needed for production
will be rehabilitated.

Trash will be contained in a trash cage and hauled away to an approved
disposal site as necessary but no later than at the completion of drilling
operations. The contents of the trash container will be hauled off
periodically to the approved Uintah County Landfill near Vernal, Utah.
Produced fluids from the well other than water will be produced into a test
tank until such time as construction of production facilities is completed.
Any spills of oil, gas, saltwater or other produced fluids will be cleaned up
and removed.

Any salts and/or chemicals, which are an integral part of the drilling
system, will be disposed of in the same manner as the drilling fluid.
Sanitary facilities will be onsite at all times during operations. Sewage will
be placed in a portable chemical toilet and the toilet replaced periodically
utilizing a licensed contractor to transport by truck the portable chemical
toilet so that its contents can be delivered to the Vernal Wastewater
Treatment Facility in accordance with State and County regulations.

CONFIDETIAL



Surface Use Plan 7
Attachment to Permit to Drill
Argyle 8-43

Page 4

8. Ancillary Facilities:
a. Garbage containers and portable toilets are the only ancillary facilities
proposed in this application.

9. Well Site Layout:

a. The well will be properly identified in accordance with State regulations.

b. Access to the well pad will be from the south and west.

c. The pad and road designs are consistent with State and Federal
specifications.

d. A pre-construction meeting with responsible company representative,
contractors, landowner representatives and the Utah Division of Oil, Gas
and Mining will be conducted at the project site prior to commencement of
surface-disturbing activities. The pad and road will be construction-staked
prior to this meeting.

e. The pad has been staked at its maximum size; however, it will be
constructed smaller if possible, depending upon rig availability. Should
the layout change, this application will be amended and approved utilizing
a sundry notice.

f. All surface disturbing activities will be supervised by a qualified,
responsible company representative who is aware of the terms and
conditions of the APD and specification in the approved plans.

g. All cut and fill slopes will be such that stability can be maintained for the
life of the activity.

h. The site surface will be graded to drain away from the pit to avoid pit
spillage during large storm events.

i. The stockpiled topsoil (first 6 inches or maximum available) will be stored
in a window on the uphill side of the location to prevent any possible
contamination. All topsoil will be stockpiled for reclamation in such a way
as to prevent soil loss and contamination.

j. Pits will remain fenced until site cleanup.

k. The blooie line will be located at least 100 feet from the well head.

Water injection may be implemented if necessary to minimize the amount
of fugitive dust.

10. Plans for Restoration of the Surface:

a. Sit reclamation for a producing well will be accomplished for portions of
the site not required for the continued operation of the well.

b. The Operator will control noxious weeds along access road use
authorizations, well sites, or other applicable facilities by spraying or
mechanical removal. A list of noxious weeds may be obtained from the
Utah Division of Oil, Gas and Mining or the appropriate County Extension
Office.

c. Upon well completion, any hydrocarbons in the pit shall be removed.
Once the reserve pit is dry, the plastic nylon-reinforced liner shall be torn
and perforated before backfilling of the reserve pit. The reserve pit and

CONFIDEMTIAL



Surface Use Plan
Attachment to Permit to Drill
Argyle 8-43

Page 5

that portion of the location not needed for production facilities/operations
will be recontoured to the approximate natural contours.

d. The cut and fill slopes and all other disturbed areas not needed for the
production operation will be top soiled and re-vegetated. The stockpiled
topsoil will be evenly distributed over the disturbed area.

e. Prior to reseeding the site, all disturbed areas, including the access road,
will be scarified and left with a rough surface. The site will then be seeded
and/or planted as prescribed by the landowner. The landowner
recommended seed mix will be detailed within their surface-use
documents.

11.  Surface and Mineral Ownership:
a. Surface Ownership: Blaine M. Argyle and Ellen T. Argyle, HC 69, Box
143, Randlett, Utah, 84063, (435) 545-2437
b. Mineral Ownership: Blaine M. Argyle and Ellen T. Argyle

12.  Other Information:
a. A fee surface damage agreement with Blaine M. Argyle and Ellen T.
Argyle '

LORFIDEMmAL



Surface Use Plan
Attachment to Permit to Drill

Argyle 8-43
Page 6

13.

Operator’s Representative and Certification:

| hereby certify that I, or person under my direct supervision, have inspected
the proposed drill site and access route; that | am familiar with the conditions
which currently exist; that the statements made in the plan are, to the best of
my knowledge, true and correct; and that the work associated with operations
herein will be performed by , (construction
contractor has not been determined) and its contractors and subcontractors in
conformity with this plan and the terms and conditions under which it is
approved. This statement is subject to the provisions of 18 U.S.C. 1001 for
the filing of a false statement.

Name and Title %q/z-x %

Vl.éyl#. Robb, Vice President of Northern Operations

STATE OF COLORADO
COUNTY OF DENVER

Subscribed and sworn to before me this 2nd day of November, 2006.

My commission Expires:

A aaiaaaas s S B

. CARLA R. DICKENSON
; NOTARY PUBLIC
) STATE OF COLORADO

Notary Péttignmis f” vExpires 08/07/2009
o

/02 /o,




STATE OF UTAH p— FORM 5
DEPARTMENT OF NATURAL RESOURCES

DIVISION OF OIL, GAS AND MINING

DESIGNATION OF AGENT OR OPERATOR

The undersigned is, on record, the holder of oil and gas lease

LEASE NAME: Fee

LEASE NUMBER: Argyle 8-43

and hereby designates

NAME: Elk Resources, Inc.
ADDRESS: 1401 17th St., Suite 700
city Denver state CO Jip 80202

as his (check one) agent O / operator [z, with full authority to act in his behalf in complying with the terms of the lease and
regulations applicable thereto and on whom the Division Director or Authorized Agent may serve written or oral instructions in
securing compliance with the Oil and Gas Conservation General Rules and Procedural Rules of the Board of Oil, Gas and Mining
of the State of Utah with respect to:

(Describe acreage to which this designation is applicable. ldentify each oil and gas well by APl number and name. Attach additional pages as
needed.)

T7S R20E SLB&M, Section 8 W/2SE

It is understood that this designation of agent/operator does not relieve the lessee of responsibility for compliance with the terms
of the lease and the Oil and Gas Conservation General Rules and Procedural Rules of the Board of Oil, Gas and Mining of the
State of Utah. Itis also understood that this designation of agent or operator does not constitute an assignment of any interest in
the lease.

In case of default on the part of the designated agent/operator, the lessee will make full and prompt compliance with all rules, lease
terms or orders of the Board of Oil, Gas and Mining of the State of Utah or its authorized representative.

The lessee agrees to promptly notify the Division Director or Authorized Agent of any change in this designation.

/
Effective Date of Designation: 9 SR 'O(P

EnCana Oil & Gas (USA) Inc.

BY: (Name) OF: (Company)

a A
7
(Signature) é’ W/ )%“"

%()3 (Address) 370 17th Street, Suite 1700
Douglas %f‘é
(Title) gl AI0nes . city Denver
(Phone) state CO zip 80202

CONFDEMTIAL
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SURFACE DAMAGE AGREEMENT
(ARGYLE #8-43 LOCATION)

THIS AGREEMENT dated April , 2006 between
Blaine M. Argyle and Ellen T. Argyle , whose address is
HC 69, Box 143, Randlett, Utah 84063 » hereinafter referred to as “Surface Owner”, and

Elk Resources, Inc. , whose address is 1401 17th Street, Suite 700, Denver, CO 80202
hereinafter referred to as “Operator”.

WITNESSETH:

WHEREAS, Surface Owner represents that they are the owners in fee and in possession of the surface estate for the
following described lands in Uintah County, Utah , hereinafter referred to as “Lands”, to wit:

A Tract of land lying in the SW/4SE/4 of Section 8, Towhship 7 South, Range 20 East containing 3.887 acres, more or less and more
bully described on Exhibit “A” attached hereto and made a part hereof.

WHEREAS, Operator has or will acquire certain leasehold interests in the oil and gas mineral estate in the Lands and proposes to
conduct drilling and subsequent production operations on the Lands; and

WHEREAS, Surface Owner is generally aware of the nature of the operations which may be conducted under oil and gas leases
covering the mineral estate of the Lands; and

WHEREAS, the parties believe that it is in their mutual best interest to agree to the amount of damages to be assessed incident to
the operations of Operator on the premises in the exploration for, development and production of oil, gas and/or other leasehold substances

under the terms of those certain oil and gas leases now owned or which may be acquired by Operator covering portions of the mineral estate
of the Lands; and, '

WHEREAS, the parties believe that a reasonable estimate can be made of the damages which will result from the exploration,
development and production operations contemplated by such oil and gas leases.

NOW, THEREFORE, in consideration of ten dollars and other valuable consideration, the sufficiency of which is hereby
acknowledged, the parties agree as follows:

1. Operator has the right of ingress and egress and to the use of those portions of the Lands which it requires for oil and gas
exploration, development and production operations, including tank batteries and other production facilities and the transportation of
produced substances from the leasehold, and also the right to construct and use roads and pipelines across portions of the Lands. Operator
shall pay Surface Owner as liquidated damages the following sum as full settlement and satisfaction of all damages growing out of, incident
to, or in connection with the usual and customary exploration, drilling, completion, sidetracking, reworking, equipping and production
operations, contemplated by the oil and gas leases covering the Lands, unless otherwise specifically provided herein:

a. Wellsites and Access. . ., . Jorthe said Argyle #8-43 wellsite and the new access road to be constructed and located on
the Lands, together with any lands used for production facilities or other necessary facilities in connection with the wellsites. If, by
reasons directly resulting from the operations of Operator, there is damage to real or personal property upon the Lands which is not
associated with usual and customary operations, such as (but not limited to) damage to livestock, structures, buildings, fences,
culverts, cement ditches, irrigation systems, and natural water ways, such damage will repaired or replaced by Operator, or
Operator will pay reasonable compensation to Surface Owner for such additional damage.

b. Power Lines and Pipelines. For each new power line or new pipeline installed by Operator, Operator shall pay to Owner the
sum of Ten_dollars ($10.00) per rod for each such line. Operator shall be responsible for back filling, re-packing, re-seeding, and
re-contouring the surface so as not to interfere with Owner's operations. Operator shall provide Owner with a survey showing the
location of all power lines, pipelines and gathering systems promptly after their installation. All pipelines and gathering systems
located by Operator on the Lands shall be buried to a depth of at least three (3) feet below the surface, and surface marked in
accordance with industry standards. All easements and rights-of-way for power lines and pipelines shall be fifty (50) feet in width
during initial construction and reclamation activities, and after completion of initial construction and reclamation activities such
easements and rights-of-way shall revert to twenty-five (25) feet in width being twelve and one-half (12.5) feet on each side of the
centerline of the line. Notwithstanding, Operator shall have the right to temporarily lay pipelines on the surface for a period not to
exceed three years with the consent of the Owner, which consent shall not be unreasonably withheld. All power lines shall be
installed underground to a depth of at least three (3) feet below the surface whenever reasonably practical to do so.

2. Operator agrees to consult with the surface owner and/or tenant as to all routes of ingress and egress. Prior to the construction of

any roads, pipelines, tank battery installations, or installation of any other equipment on the leased premises, Operator shall consult with the
surface owner and/or tenant as to the location and direction of same. :

3. Itis the intention of the parties hereto to cause as little interference with farming operations on the leased premises as reasonably
possible, including but specifically not limited to the operation of any pivotal irrigation sprinkler system, or any other irrigation method. If
any circular irrigation sprinkler system is in use at the time of initial drilling operations on the leased premises, then any subsequent
production equipment, including but specifically not limited to pump jacks, hydraulic lifting equipment, or any other equipment necessary to

produce any oil or gas from such well, shall be recessed to such depths, or ramps constructed, so as to allow the continued use of such
circular irrigation system.



— v’

4. In the event any well hereunder is plugged and abandoned, Operator agrees that Operator will, within a reasonable time, restore
Surface Owner's surface estate as near as practical to its original condition found prior to Operator's operations. Itis understood and agreed

that Surface Owrier may elect in writing, prior to cessation of operations of Operator, t0 have any road constructed under the terms of this
Agreement remain upon the property, in which event Operator agrees to leave such road or roads in reasonable condition.

5. Operator is responsible for acquiring all necessary permits, licenses, fees, etc. incident to its operations on the Lands.

6. In the event Surface Owner considers that Operator has not complied with all its obligations hereunder, both express and
implied, Surface Owner shall notify Operator in writing, setting out specifically in what respects Operator has breached this contract.
Operator shall then have sixty (60) days to meet or commence to meet all or any part of the breaches alleged by Surface Owner. The service
of said notice shall be precedent to the bringing of any action by Surface Owner for any cause, and no such action shall be brought until the
lapse of sixty (60) days after service of such notice on Operator. In the event of litigation, the prevailing party's reasonable attorney's fees
will be paid by the opposing party.

7. Operator shall be responsible and shall remain liable for any environmental problems on the subject lands which are caused by
or through its operations. To the extent that any such claims are asserted, Operator will be responsible for any remediation required as
provided by state regulations. This assumption of liability, however, does not include any third-party operations on the subject lands or any
Surface Owner actions which could cause environmental problems but is limited solely to the actions of Operator. Operator hereby
indemnifies and holds harmless Surface Owner from any and all environmental problems it causes on the Lands.

8. In the event Surface Owner owns less than the entire fee interest in the Lands, then any payment stated herein shall be
proportionately reduced to the interest owned.

9. This Agreement shall remain in full force and effect from the date hereof and for so Jong thereafter as Operator's oil and gas
operations affecting the Lands are in effect.

10. When the word "Operator” is used in this Agreement, it shall also mean the successors and assigns of Operator, including but
not limited to its employees and officers, agents, affiliates, contractors, subcontractors and/or purchasers.

11. This Agreement shall be binding upon and inure to the benefit of the heirs, successors and assigns of the parties.

ADDITIONAL PROVISIONS:

-Operator agrees to fence its location prior to any construction activities and the fencing shall in equal quality to the other fences on Surface
Owners property. The fence on the west side of the location shall connect with existing fence.

SURFACE OWNER:
)
Z/é/ r 7 22/ ' ’
. oz / /-’»-'z//Z &L&W & M
By: Blaine M. Argyle / ﬁ?:"ﬁllen T. Argyle J v
SS/Tax ID#

STATE of Utah

ACKNOWLEDGEMENT-INDIVIDUAL
COUNTY of __Uintah

7

BEFORE ME, the undersigned;»a jd County and State, on this 5:—_ day of S it it / 200 6
: , ; , & 7 '

, to me known to be the

identical person __ } kE!;Ierscribed ihand Who executed the within and foregoing instrument of writing and acknowledged to me

__he ___ duly
free and voluntary act and deed for the uses and purposes therein set forth and in the capacity stated therein.
IN WITNESS WHEREOF, 1 have hereunto set my hand and affixed my notarial seal the day and year last above written.

My Commission Expires: & A‘Qa Q \ q a‘o [ d

executed same as

AAAY -SSPV G - W\C%«@S;/V\,

Notary Public:

aiesss 190 N\ SCL)LA)M |
Dol ETU0TE”

v B guton Exgins
Qaﬂﬂ“! 19, 4010

by 31&5” |




ELK RESOURCES, INC.
ARGYLE #8-43

LOCATED IN UINTAH COUNTY, UTAH
SECTION 8, T7S, R20E, S.L.B.&M.

LOCATION STAKE
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ELK RESOURCES, INC. —
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ELK RESOURCES, INC.—

| FIGURE #2 |
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STATE OF UTAH
DEPARTMENT OF NATURAL RESOURCES

DIVISION OF OlL, GAS AND MINING

FORM 3

AMENDED REPORT [_]
(highlight changes)

5. MINERAL LEASE NO: 8. SURFACE:
APPLICATION FOR PERMIT TO DRILL Fee Fee
1A TYPE OF WORK: DRILL REENTER []  DEEPEN [] N ALOTTEE ORTREE e
.TveEoFweL:  OIL [] GAS OTHER SINGLE ZONE[]  MULTIPLE ZONE BﬁXT O CA AGREEMENT NAME:
2. NAME OF OPERATOR: 9. WELL NAME and NUMBER:
Elk Resources, Inc. Argyle 8-43
3. ADDRESS OF OPERATOR: PHONE NUMBER: 10. FIELD AND POOL, OR WILDCAT:
1401 17th St., Suite 700 ,,, Denver srare CO 50 80202 (303) 296-4505 Wildcat
4. LOCATION OF WELL (FOOTAGES) 11. QTR/QTR, SECTION, TOWNSHIP, RANGE,
MERIDIAN:
arsurrace: 212' FSL, 2432' FEL ED“F‘UE”T‘HL SWSE 8 7S 20E S
AT PROPOSED PRODUCING ZONE: 212" FSL, 2432' FEL
14. DISTANCE IN MILES AND DIRECTION FROM NEAREST TOWN OR POST OFFICE: 12. COUNTY: 13. STATE:
. UTAH
Approx. 21.55 miles southwest of Vernal, UT Uintah
15. DISTANCE TO NEAREST PROPERTY OR LEASE LINE (FEET) 16. NUMBER-OF ACRES IN LEASE: 17. NUMBER OF ACRES ASSIGNED TO THIS WELL:
212 40 40
18. DISTANCE TO NEAREST WELL (DRILLING, COMPLETED, OR 19. PROPOSED DEPTH: 20. BOND DESCRIPTION:
APPLIED FOR) ON THIS LEASE (FEET)
NA 15,700 | B000969
21, ELEVATIONS (SHOW WHETHER DF, RT, GR, ETC.): 22 APPROXIMATE DATE WORK WILL START: 23. ESTIMATED DURATION;
4879' GR 2/1/12007 60 Days + 30 Days Completion
24. PROPOSED CASING AND CEMENTING PROGRAM
SIZE OF HOLE CASING SIZE, GRADE, AND WEIGHT PER FOOT SETTING DEPTH CEMENT TYPE, QUANTITY, YIELD, AND SLURRY WEIGHT
17 1/2 13 3/8" H-40 48# 500 | See drig plan
12 1/4 9 5/8" J-55 40# 5,000 | See drlg plan
8 3/4" 7" P-110 26# 10,500 | See drig plan
6 1/4" 41/2" P-110 13.5# 15,700 | See drlg plan
ATTACHMENTS

25,

VERIFY THE FOLLOWING ARE ATTACHED IN ACCORDANCE WITH THE UTAH OIL AND GAS CONSERVATION GENERAL RULES:

m WELL PLAT OR MAP PREPARED BY LICENSED SURVEYOR OR ENGINEER IZ] COMPLETE DRILLING PLAN

D EVIDENCE OF DIVISION OF WATER RIGHTS APPROVAL FOR USE OF WATER

FORM 6, IF OPERATOR IS PERSON OR COMPANY OTHER THAN THE LEASE OWNER

NAME (PLEASE PRINT) [K@ITN Kyi( n T\ ﬂ e Or- Engineering Technician
SIGNATURE __M ! pare _11/2/2006 Mﬂ/ / // X /0 7
{This space for State use on() )
APPROVAL:

APl NUMBER ASSIGNED:

{11/2001) (See Instructions on Reverse Side)



DRILLING PLAN

Elk Resources, Inc.
Argyle 8-43
SW/SE of Section 8, T-7-S, R-20-E, S.L.B. & M.
Uintah County, Utah

1,2,3 Estimated Tops of Geological Markers and Formations Expected to Contain Water, Oil and

Gas and Other Minerals

Formation Depth
Uinta 1365°
Green River 3720°%*
Wasatch 7600’ *
Mesaverde 112007*
Castlegate 14385’
Mancos 14565’
Mancos B 15229°*
Proposed TD 15700’

PROSPECTIVE PAY* oil and gas

4 Casing Program

HOLE SETTING DEPTH

SIZE from to SIZE WEIGHT GRADE THREAD COND.
26> surface 40° 207

17 %~ surface 500" 133/8” 48# H-40 ST&C New
12 %~ surface 5,000’ 95/87 40# J-55 ST&C New

8 3/4” surface 10,500’ 7 26# P-110 LT&C New
61/4” surface 15,700’ 417  13.5# P-110 LT&C New

5 Cementing Program (Volumes other than tail volumes will be calculated from caliper logs.)

207 Conductor

13-3/8” Surface

9 5/8” Intermediate

DV @ £3200°

Ready mix

Lead: 185 sx light wt. with 1% CaCl and % Ib/sx celloflake mixed 12.8
Ib/gal., 1.78 cf/sk yield (75% excess on total volume).

Tail: 225 sx Type V with 2% CaCl and % 1b/sx celloflake mixed 15.6
Ib/gal., 1.2 cf/sk yield.

Stage 1: 705 sx 50-50 Pozmix with 2% CaCl and LCM mixed at 14.3 ppg,

1.25 cf/sk yield.
Stage 2: Lead 750 sx 50-50 Pozmix with 8% bentonite and 10% Cal-Seal

mixed at 12.5 ppg, 1.98 cf/sk yield; Second stage tail: 125 sx Premiuim Plus
V with 1% CaCl mixed at 15.6 ppg, 1.19 cf/sk yield.
(Estimated top of cement second stage at surface with 65% excess).

LONFIOENTIAL



Elk Resources, Inc.

Drilling Program
Argyle #8-43
Uintah County, Utah
Page 2
77 Stage 1: 160 sx 50/50 Poz + 2% gel + 6% Halad-322 + 1 pps Granulite +
5% salt + % pps Flocele; 14.4 ppg, 1.41 cf/sk (no excess).
DV @ £9000° Stage 2: Lead 315 sx HiFill + 16% gel + 0.75% Econolite + 7.5 pps
gilsonite + Y Flocele; 11.0 ppg, 3.81 cf/sx (200% excess).
Tail 480 sx 50/50 Poz + 2% gel + 6% Halad-322 + 1 pps Granulate + 5%
salt + % pps Flocele; 14.4 ppg, 1.41 ct/sk. Cement top to be 500’ into 9-
5/8” protection string.
4172~ Stage 1: 365 sx 50/50 Poz 2% gel + 0.3% CFR-3 + 0.15% HR+ 12 +20%
DV @ +12,000° SSA-1+ 0.4% Halad-344; 14.35 ppg, 1.41 cf/sk (35% excess).
Stage 2: 145 sx 50/50 Poz 2% gel + 0.3% CF-3 + 0.15% HR + 12 + 20%
SSA-1 + 0.4% Halad-344, 14.35 ppg, 1.41 cf/sk (35% excess). Cement top
to be a minimum of 500’ into 7” intermediate string.
6 Mud Program

Elk Resources, Inc. will record slow pump speed on daily drilling report after mudding up.

Elk shall use electronic/mechanical mud monitoring equipment, which shall include a pit volume
totalizer (PVT), stroke counter; and flow sensor.

A mud test will be performed at least every 24 hours after mudding up to determine density,
viscosity, gel strength, filtration, and pH.

Gas-detecting equipment will be installed and operated in the mud-return system.

A flare system will be used that gathers and burns all gas. The flare line(s) shall discharge at least
100 feet from the well head with straight lines and shall be positioned downwind of the prevailing

wind direction and shall be anchored.

A mud-gas separator (gas buster) shall be used from surface casing to TD.

As per 43 CFR 3160, Onshore Oil and Gas Order No. 2, Drilling Operations, C. Mud Program Requirements.

INTERVAL WEIGHT  VISCOSITY FLUID LOSS REMARKS

Surf. - 880’ N/A Water
880—-4500° 8.4/86ppg 32 NC Spud Mud

4500 -10000° 8.4/9.0ppg 28 NC KCL Water/Gel

10000 - 15700 9.0/12.0 ppg 34 10 KCL/Gel/Polymer

OiFIDETIAL




Elk Resources, Inc.

Drilling Program
Argyle #8-43
Uintah County, Utah

Page 3

7

10

11

BOP and Pressure Containment Data

Depth Intervals BOP Equipment

Surf. - 1000’ None

1000’ — 10000° 5000# Ram type double BOP and annular

10000° - TD 10,000# Ram type double BOP and 5000# annular

Drilling spool to accommodate choke and kill lines.

Estimated bottom-hole pressure at TD will be 9500 psi. Drilling spool to accommodate choke and
kill lines.

ANCILLARY EQUIPMENT AND CHOKE MANIFOLD RATED AT 5,000# OR 10,000# AS
NEEDED TO MATCH BOPE. ALL BOP AND BOPE TESTS WILL BE IN ACCORDANCE
WITH THE REQUIREMENTS OF THE STATE OF UTAH.

THE STATE OF UTAH, DIVISION OF OIL, GAS AND MINING WILL BE NOTIFIED 24
HOURS IN ADVANCE OF ALL BOP PRESSURE TESTS.

Auxiliary equipment
a) Upper and Lower Kelly cock
b) Floor stabbing valve 5000#
c) Safety valve(s) and subs to fit all string connections in use

Testing, Logging and Core Programs

Cores None anticipated

Testing None anticipated

Sampling 10’ samples; surface casing to TD.

Surveys Run every 1000’ and on trips

Logging Resistivity, neutron density, and caliper from TD to surface casing. Gamma ray
from TD to surface

Anticipated Abnormal Pressures or Temperatures

None anticipated.

Drilling Schedule

Spud ‘Approximately February 1, 2007

Duration 30 days drilling time
30 days completion time




Elk Resources, Inc. it ha
Drilling Program

Argyle #8-43

Uintah County, Utah

Page 4

HAZARDOUS MATERJAL DECLARATION

Argyle 8-43

Elk Resources, Inc. guarantees that during the drilling and completion of the above referenced
well, we will not use, produce, or store, transport or dispose 10,000# annually of any of the
hazardous chemicals contained in the Environmental Protection Agency’s consolidated list of
chemicals subject to reporting under Title III Super Amendments and Reauthorization Act

SARA) of 1986.

Elk Resources, Inc. guarantees that during the drilling and completion of the above referenced
well, we will use, produce, store, transport, or dispose less than the threshold planning quantity
(TPQ) of any extremely hazardous substances as defined in 40 CFR 355.




WORKSHEET

APPLICATION FOR PERMIT TO DRILfL

APD RECEIVED: 11/15/2006

WELL NAME: ARGYLE 8-43
OPERATOR : ELK RESOURCES, INC. ( N2755 )
CONTACT : KARIN KUHN
PROPOSED LOCATION:
SWSE 08 070S 200E
SURFACE: 0212 FSL 2432 FEL
BOTTOM: 0212 FSL 2432 FEL
COUNTY : UINTAH
LATITUDE: 40.21852 LONGITUDE: -109.6922
UTM SURF EASTINGS: 611285 NORTHINGS: 4452621

FIELD NAME: WILDCAT ( 1 )

APT NO. ASSIGNED: 43-047-38866

PHONE NUMBER: 303-296-4505

INSPECT LOCATN BY: /

Tech Review Initials Date

Engineering

Y | (/3tfoH

1

Geology

Surface

LEASE TYPE: 4 - Fee
LEASE NUMBER: FEE PROPOSED FORMATION: MNCS
SURFACE OWNER: 4 - Fee COALBED METHANE WELL? NO
RECEIVED AND/OR REVIEWED: LOCATION AND SITING:
v/ Plat R649-2-3.
Bond: Fed[] Ind[] Stall Feell Unit: AURORA (DEEP)
(No. B000969 )
N Potash (Y/N) R6495-3-2. General
wJ 0il Shale 190-5 (B) or 190-3 or 190-13 Siting: 460 From Qtr/Qtr & 920' Between Wells
v Water Permit V//’R649—3—3. Exception
(No. MUNICIPAL ) .
- Drilling Unit
N RDCC Review (Y/N) T
) Board Cause No:
(Date: )
Eff Date:
\l Fee Surf Agreement (Y/N) Siting:
4 Intent to Commingle Y/N . . .
L ‘ g (Y/N) R649-3-11. Directional Drill
COMMENTS : Moo \:]Q, b ( (-0 —OQB

STIPULATIONS:

P'&Siwaﬁbm&‘\gldY
7~ A

f;;T2XJIZAC€WCﬂ7

OF  RAS S




T75 R20E

AURORA DEEP UNIT

ARGYLE 8-43
®

WACI‘;S 1317 ROGERS 13-16 2
OPERATOR: ELK RESOURCES INC (N2755)
SEC:8 TS R.20E
¥ & I\
FIELD: WILDCAT (001) K
COUNTY: UINTAH M
Wells Status
“+ GAS STORAGE g
% LOCATION ABANDONED
® NEW LOCATION -
Field Status UnitStatus § PLUGGED & ABANDONED N
ABANDONED ] J¢ PRODUCING GAS
(= i GAS STORAGE PRODUCING OIL
[ ACTIVE NF PP OIL e SHUT-IN GAS
COMBINED ~ NFSECONDARY B NG W E
INACTIVE
= rrorosen =E X AmANDONED
~ STORAGE I PP GAS Q Q
[ TERMINATED PP GEOTHERML £ WATER INJECTION :
- ] PP OIL ® WATER SUPPLY PREPARED BY: DIANA MASON
[ SECONDARY 4 WATER DISPOSAL DATE: 16-NOVEMBER-2006
[— | TERMINATED ", DRILLING




[ (11/22/2006) Diena Mason - Aurora.de~ | | _ Page

S . o

United States Department of the Interior

BUREAU OF LAND MANAGEMENT
Utah State Office
P.O. Box 45155
Salt Lake City, Utah 84145-0155

IN REPLY REFER TO:

3160
(UT-922)

November 22, 2006
Memorandum
To: Assistant District Manager Minerals, Vernal District
From: Michael Couithard, Petroleum Engineer

Subject: 2006 Plan of Development Aurora Unit, Uintah County,
Utah.

Pursuant to email between Diana Whitney, Division of Oil, Gas and Mining, and Mickey
Coulthard, Utah State Office, Bureau of Land Management, the following well is
planned for calendar year 2006 within the Aurora Unit, Uintah County, Utah.

API# WELL NAME LOCATION

(Proposed PZ Mancos)

43-047-38866 Argyle 8-43 Sec 8 T0O7S R20E 0212 FSL 2432 FEL

This office has no objection to permitting the well at this time.

/s/ Michael L. Coulthard

bce:  File — Aurora Unit
Division of Qil Gas and Mining
Central Files
Agr. Sec. Chron
Fluid Chron

MCoulthard:mc:11-22-06




‘Application for Permit to DFill
Statement of Basis

12/11/2006 Utah Division of Qil, Gas and Mining Page 1
APD No API WellNo Status Well Type Surf Ownr CBM
174 43-047-38866-00-00 GW P No
Operator ELK RESOURCES, INC. Surface Owner-APD

Well Name ARGYLE 8-43 Unit

Field UNDESIGNATED Type of Work

Location SWSE 8 7S 20E S O FL 0 FL GPS Coord (UTM) 611285E 4452621N

Geologic Statement of Basis
Elk proposes to set 880 feet of surface pipe, cemented to surface. The depth to the base of the moderately saline
water at this location is estimated to be at approximately 300 feet. A search of Division of Water Rights records
shows 14 water wells within a 10,000 foot radius of the proposed location. The nearest well is approximately .5
miles from the proposed location the majority of these wells are more than a mile from the proposed location
and are listed for domestic use, irrigation, oil field use and stock watering. Depths of the wells ranges from 16
to 300 feet. The surface formation at this site is the Uinta Formation. The Uinta Formation is made up of
interbedded shales and sandstones. The sandstones are mostly lenticular and discontinuous and should not be a
significant source of useable ground water. The proposed casing and cement should adequately protect any
useable ground water,

Brad Hill 12/11/2006
APD Evaluator Date / Time

Surface Statement of Basis
The proposed Argyle 8-43 gas well is on the south west corner of a sprinkler-irrigated pasture which has a very
gentle slope southwesterly toward Pelican Lake. The swamp line of Pelican Lake is approximately 1 1/4 miles
south. All of the surrounding area is sprinkler irrigated farm land with all ditches and canals burried so no
surface water exists. Blaine Argyle is the surface owner and his resident is about 1/8 mile to the east.

Mr. Argyle attended the presite investigation. The original and preferred location was staked to the north and
east near the center of his sprinkler irrigated pasture land. Through negotiations with Elk Resources it was
moved to a corner of his pasture. Mr. Argyle stated that he had executed a Land Owners Agreement. He
requested that the location fence be constructed with field fence so as to preclude his sheep.

A Uintah County Road parallels the location on the south and will be used for access. About 30 feet of new
road will be required. Ouray, Utah is seven miles to the south, and Roosevelt, Utah is 16 miles to the northwest.

Floyd Bartlett 11/7/2006
Onsite Evaluator Date / Time

Conditions of Approval / Application for Permit to Drill
Category Condition

Pits A synthetic liner with a minimum thickness of 16 mils with a felt subliner shall be
properly installed and maintained in the reserve pit.



ON-SITE PREDRILL EVALUATION
Utah Division of Oil, Gas and Mining

Operator ELK RESOURCES, INC.

Well Name ARGYLE 8-43

API Number 43-047-38866-0 APD No 174 Field/Unit UNDESIGNATED
Location: 1/4,1/4 SWSE Sec 8 Tw 7S Rng 20E O FL OFL

GPS Coord (UTM) 611281 4452619 Surface Owner

Participants
Floyd Bartlett (DOGM), Jeff Johnson (ELK Resources), Blaine Argyle (Surface Owner)

Regional/Local Setting & Topography
Site is on the south west corner of a sprinkler-irrigated pasture which has a very gentle slope southwesterly toward Pelican
Lake. The swamp line of Pelican Lake is approximately 1 1/4 miles south. Blaine Argyle's resident is about 1/8 mile to
the east. Much of the surrounding area is irrigated farm land. All of the ditches and canals in the area are burried so no
surface water exists.

Ouray, Utah is seven miles to the south, and Roosevelt, Utah is 16 miles to the northwest.

Surface Use Plan
Current Surface Use

Agricultural
Grazing
New Road
Miles Well Pad Src Const Material Surface Formation
0.001 Width 285 Length 200 Onsite UNTA

Ancillary Facilities N
Waste Management Plan Adequate? Y

Environmental Parameters
Affected Floodplains and/or Wetland N

Flora / Fauna

Native pasturelands. Fox tail, , salt grass, sporobolous, milkweed. Prairie dogs, deer, small mammals and
waterfowl.

Soil Type and Characteristics
Surface is a deep silty loam. Gravel is likely to exist in the sub-surface

Erosion Issues N
Sedimentation Issues N
Site Stability Issues N

Drainage Diverson Required N

12/11/2006 Page 1



i i

Berm Required? N ™
Erosion Sedimentation Control Required? N
Paleo Survey Run? N Paleo Potental Observed? N
Reserve Pit
Site-Specific Factors
Distance to Groundwater (feet) 75 to 100

Distance to Surface Water (feet) >1000
Dist. Nearest Municipal Well (ft) 1320 to 5280

Distance to Other Wells (feet) >1320

Native Soil Type Mod permeability
Fluid Type Fresh Water
Drill Cuttings Normal Rock
Annual Precipitation (inches) <10

Affected Populations <10

Presence Nearby Utility Conduits  Not Present

Characteristics / Requirements

Cultural Survey Run? N Cultural Resources?

Site Ranking
10

Final Score 30

Sensitivity Level

The reserve pit is planned in the northwest corner of the location mostly within an area of cut. A liner is required

because of its location to Pelican Lake.

Closed Loop Mud Required? N  Liner Required? Y Liner Thickness 16

Other Observations / Comments

Pit Underlayment Required? Y

Mr. Blaine Argyle attended the presite investigation. The original location was staked to the north and east near the center
of his sprinkler irrigated pasture land. Through negotiations with Elk Resources it was moved to a corner of his pasture.

Mr. Argyle stated that he had executed a Land Owners Agreement with Elk Resources. He requested that the location fence
be constructed with field fence so as to keep his sheep from the location.

Floyd Bartlett
Evaluator

11/7/2006
Date / Time

12/11/2006

Page 2



"STATE OF UTAH, DIVISION OF WATER RIGHTS

Page 1 of 3

WRPLAT Program Output Listing
Version: 2006.11.17.00

Rundate: 12/11/2006 02:21 PM

Radius search of 10000 feet from a point N2640 E2640 from the SW corner, section 08, Township
7S, Range 20E, SL b&m Criteria:wrtypes=W,C,E podtypes=U status=U,A,P usetypes=all
36 no 52 e 33 34
e - e
43-3573
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http://utstnrwrt6. waterrights.utah.gov/cgi-bin/mapserv.exe

12/11/2006



STATE OF UTAH, DIVISION OF WATER RIGHTS

‘w B
e

Water Rights

WR

Number

43-11053

43-3573

Diversion

well

Underground mnfo

N20 W1310 E4 05 7S
20E SL

Underground

S1320 E1320 NW 18
7S 20E SL
Underground

S660 E660 NW 08 7S
20E SL

Underground

N20 W1315 E4 05 7S
20E SL

Underground

S73 E343 E4 09 7S 20E
SL

Underground

S45 W100 E4 05 7S
20E SL

Underground

N450 E300 W4 10 7S
20E SL

Underground

S891 W633 E4 12 7S
19E SL

Underground

N65 W95 E4 05 7S 20E
SL

well

Underground info

NI1353 E10 W4 04 7S
20E SL

Underground
N375 W125 SE 09 7S
20E SL

well

Underground info

N1150 E40 SW 10 7S
20E SL

Well
Type/Location Log

Status Priority Uses CFS ACFT

A

20000714 1

200009121

20000912 1

20020529 DS

20021016 S

19591005 S

19461202 D

19530325 D

19561101 D

19580114 1

19661213 IS

0.000 700.000

3.000 0.000

3.000 0.000

0.000 3.670

0.000 3.730

0.015 0.000

0.015 0.000

0.030 0.000

0.015 0.000

0.023 0.000

0.100 0.000

19720503 DIS 0.027 0.000

http://utstnrwrt6. waterrights.utah. gov/cgi-bin/mapserv.exe

Page 2 of 3

Owner

UINTAH WATER C
DISTRICT - OWNE.

78 WEST 3325 NOR
STEVEN W. HANB.
HC 69 BOX 129
STEVEN W. HANB
HC 69 BOX 129
W.E. AND GLEND/
HC 69 BOX 160
ALEX L. AND NEL
HC 69 BOX 168

CRAIG P. AND ELI
KOSOFF

HC 69 BOX 161
RALPH DURFEE
RANDLETT UT
UINTAH SCHOOL
VERNAL UT 84078
STANLEY NEBEK!}
RANDLETT UT 84(

BLAKE V. PEAY

HC 69 BOX 162
ALEX L. AND NEL
H C 69 BOX 168

ROBERT MARSHA

RANDLETT UT 84(

12/11/2006



STATE OF UTAH, DIVISION OF WATER RIGHTS

aa—y R

43-76 Underground P 19671120 DIS 0.038 0.000

N120 E50 W4 09 7S
20E SL

43-8620  Underground A 19800513 DIS 0.015 0.000

S525 W275 E4 09 7S
20E SL

43-8974  Underground A 19810508 DIS 0.015 0.000
S135 W233 E4 09 7S
20E SL

well

a26713 Underground info

A 200206101 0.000 700.000

N20 W1310 E4 05 7S
20E SL

Natural Resources | Contact | Disclaimer | Privacy Policy | Accessibility Policy

http://utstnrwrt6. waterrights.utah.gov/cgi-bin/mapserv.exe

Page 3 of 3

DENNY V. LABRU
RANDLETT UT 84(
ALEX AND NELLII
H C 69 BOX 168
RAY W. BARNEY
STAR ROUTE

UINTAH WATER C
DISTRICT - OWNE.

78 WEST 3325 NOR

12/11/2006



2006-12a Elk Argyle 8-a=rev

. s . swr

s |

Taat et
(15F00)2 %ii Ay
q 500

y

D\M‘ ’('u{‘ Le.

g

2= \1(1410'3) S —
G397 -1¢8¢ N3 gi]

BOPE= 10000 v+

11200 Mesaverde
. : P .
/éz gg{f TOC w5 7o wfo S f»-c}ﬁ» ¢

Mg 7oc w/ral whe Stage |

-

1385 Cmﬁéjmﬂc

8 £ 56S " Marcs s

15229  Mancos B

Casing Schematic = & Ao
o © RN /,i?w“,( o 17 o
Surface
T NS ZL~ W>Mr w/fs,é“fo
%m{swa)@u 2273 !l | T/OC@ TOC@ ol t/iIZM S\A,/
13-3/8" | Surf:
Qs2 (s000)+ b2 MW 8.4 | ¢t sonp e Sl w/a
2{S0e B Frge 9.3 - o
2723 b bop :{Ib{:ﬁggéa i : /3[;3‘/ u_,n_th.
BOPE T |
o 5 i I
B mf%B | 32007 Too w (1070 W Shyl
M Tolo* 12 Z : 3F20 ! Girezin Rives
Aeng Tt Shae X
.22(4<S0D) = ‘iiQw . :
293L-a9n |29k LP_P»J} i
st o QB P> v i
- e f Ty
P Y\ | 3
3&100509}% ;LL‘HL} 5545., Fracl9.3 |
|
ah2 - |2(lo'§na> lae% o I . /
5 I
ygid~-1260 3..,1‘? “ ! ;
oL | )
())D?E = SM 4o (0,000 Vv | nwfuwmzc/\
oM 7 1ot i
|
g»fﬁk Bclgi |
/‘:;LDZ 9»70‘;?4’ ' )
M P e It ;& } G000 " Shus [ T w0 Wfo
4 (’é@@) \mow |
e t o] 2
0 1§ . -
44 1 - 1210 } ':iw 72/ : Intermediate: Prod'n
L% ol MW 9. . 10500. MD
k'f@ :1’,1\9 « ! / Frac 30. ¢
I
i
1
i
|
i
i
i
i
i
]
|
|
|
|

Buest =4950
o7, = 0962

Moy P @ Int prod. shee
22(5200) T | e
479y~ 144 <[5 3 ps

+est to [, 9L

oo

ml?gl /

4-172" Production
MW 12 15700. MD
S(—[ = ?‘/ }& CW’“‘{‘
;) F,VQA Pt C,m. -
U

;/Aée)('w{e. 0D \[=([07



e’

-
Well name:
Operator: Elk Resources, Inc.
String type:  Surface
Location: Uintah County

2006-12a Elk Argyle 8-43 rev

Project ID:
43-047-38866

Design parameters:

Minimum design factors:

Environment:

Collapse Collapse: H2S considered? No
Mud weight: 8.400 ppg Design factor 1.125 Surface temperature: 75 °F
Design is based on evacuated pipe. Bottom hole temperature: 82 °F
Temperature gradient: 1.40 °F/100ft
Minimum section length: 350 ft
Burst:
Design factor 1.00 Cement top: 56 ft
Burst ¥
Max anticipated surface '
pressure: 440 psi Completion type is subs
Internal gradient: 0.120 psifft Tension: Non-directional string.
Calculated BHP 500 psi 8 Round STC: 1.80 (J)
8 Round LTC: 1.80 (J)
No backup mud specified. Buttress: 1.60 (J)
Premium: 1.50 (J)
Body yield: 1.50 (B) Re subsequent strings:
Next setting depth: 5,000 ft
Tension is based on buoyed weight.  Next mud weight: 8.600 ppg
Neutral point: 438 ft Next setting BHP: 2,234 psi
Fracture mud wt: 19.250 ppg
Fracture depth: 500 ft
Injection pressure: 500 psi
Run Segment Nominal End True Vert Measured Drift Internal
Seq Length Size Weight Grade Finish Depth Depth Diameter  Capacity
(ft) (in) (Ibs/ft) (ft) () (in) ()

1 500 13.375 48.00 H-40 ST&C 500 500 12.59 440.8
Run Collapse Collapse Collapse Burst Burst Burst Tension Tension Tension
Seq Load Strength Design Load Strength Design Load Strength Design

(psi) (psi) Factor (psi) (psi) Factor (Kips) (Kips) Factor

1 218 740 3.392 500 1730 3.46 21 322 15.30 J

Prepared Helen Sadik-Macdonald Phone: 801-538-5357 Date: January 25,2007

by: Div of Oil,Gas & Minerals

Remarks:

FAX: 801-359-3940

Salt Lake City, Utah

Collapse is based on a vertical depth of 500 ft, a mud weight of 8.4 ppg The casing is considered to be evacuated for collapse purposes.
Collapse strength is based on the Westcott, Dunlop & Kemler method of biaxial correction for tension.

Burst strength is not adjusted for tension.

Engineering responsibility for use of this design will be that of the purchaser.
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Well name: 2006-12a Elk Argyle 8-43 rev
Operator: Elk Resources, Inc. .
String type:  Intermediate Project ID:
43-047-38866
Location: Uintah County

Design parameters:

Minimum design factors:

Environment:

Collapse Collapse: H2S considered? No
Mud weight: 8.600 ppg Design factor 1.125 Surface temperature: 75 °F
Design is based on evacuated pipe. Bottom hole temperature: 145 °F
Temperature gradient: 1.40 °F/100ft
Minimum section iength: 880 ft
Burst:
Design factor 1.00 Cement top: 336 ft
Burst
Max anticipated surface
pressure: 2,599 psi Completion type is subs
Internal gradient: 0.220 psifft Tension: Non-directional string.
Calculated BHP 3,699 psi 8 Round STC: 1.80 (J)
8 Round LTC: 1.80 (J)
No backup mud specified. Buttress: 1.60 (J)
Premium: 1.50 (J)
Body yield: 1.50 (B) Re subsequent strings:
Next setting depth: 10,500 ft
Tension is based on buoyed weight.  Next mud weight: 9.000 ppg
Neutral point: 4,360 ft Next setting BHP: 4,909 psi
Fracture mud wt: 19.250 ppg
Fracture depth: 5,000 ft
Injection pressure: 5,000 psi
Run Segment Nominal End True Vert Measured Drift Internal
Seq l.ength Size Weight Grade Finish Depth Depth Diameter  Capacity
(ft) (in) (Ibs/ft) (ft) (ft) (in) (ft°)

1 5000 9.625 40.00 J-55 ST&C 5000 5000 8.75 2128.6
Run Collapse Collapse Collapse Burst Burst Burst Tension Tension Tension
Seq Load  Strength Design Load Strength Design Load Strength Design

(psi) (psi) Factor (psi) (psi) Factor (Kips) (Kips) Factor

1 2234 2570 1.151 3699 3950 1.07 174 452 259J

Prepared Helen Sadik-Macdonald Phone: 801-538-5357 Date: January 25,2007
by: Div of Qil,Gas & Minerals FAX: 801-359-3940 Salt Lake City, Utah
Remarks:

Collapse is based on a vertical depth of 5000 ft, a mud weight of 8.6 ppg The casing is considered to be evacuated for collapse purposes.
Collapse sfrength is based on the Westcott, Dunlop & Kemler method of biaxial correction for tension.

Burst strength is not adjusted for tension.

Engineering responsibility for use of this design will be that of the purchaser.
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Well name: 2006-12a Elk Argyle 8-43 rev

Operator: Elk Resources, Inc.

string type:  Intermediate: Prod'n Project ID:
43-047-38866

Location: Uintah County

Design parameters:

Minimum design factors:

Environment:

Collapse Collapse: H2S considered? No
Mud weight: 9.000 ppg Design factor 1.125 Surface temperature: 75 °F
Design is based on evacuated pipe. Bottom hole temperature: 222 °F
Temperature gradient: 1.40 °F/100ft
Minimum section length: 1,500 ft
Burst:
Design factor 1.00 Cement top: 2,308 ft
Burst
Max anticipated surface
pressure: 6,333 psi Completion type is subs
Internal gradient: 0.220 psi/ft Tension: Non-directional string.
Calculated BHP 8,643 psi 8 Round STC: 1.80 (J)
8 Round LTC: 1.80 (J)
No backup mud specified. Buttress: 1.60 (J)
Premium: 1.50 (J)
Body vield: 1.50 (B) Production liner info:
Liner setting depth: 15,700 ft
Tension is based on buoyed weight.  Pore pressure equivale  12.000 ppg
Neutral point: 9,075 ft Assumed BHP at TD: 9,787 psi
Run Segment Nominal End True Vert Measured Drift Internal
Seq Length Size Weight Grade Finish Depth Depth Diameter  Capacity
(ft) (in) (Ibs/ft) (ft) (ft) (in) (ft°)

1 10500 7 26.00 P-110 LT&C 10500 10500 6.151 2255.7
Run Collapse Collapse Collapse Burst Burst Burst Tension  Tension Tension
Seq Load  Strength Design Load Strength Design Load Strength Design

(psi) (psi) Factor {psi) (psi) Factor (Kips) (Kips) Factor

1 4909 6230 1.269 8643 9950 1.15 236 693 2.94J

Prepared Helen Sadik-Macdonald Phone: 801-538-5357 Date: January 26,2007
by: Div of Oil,Gas & Minerals FAX: 801-359-3940 Salt Lake City, Utah
Remarks:

Collapse is based on a vertical depth of 10500 ft, a mud weight of 9 ppg The casing is considered to be evacuated for collapse purposes.
Collapse strength is based on the Westcott, Dunlop & Kemler method of biaxial correction for tension.

Burst strength is not adjusted for tension.

Engineering responsibility for use of this design will be that of the purchaser.
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Well name:

Operator: Elk Resources, Inc.

string type:  Production Project ID:
43-047-38866

Location: Uintah County

2006-12a Elk Argyle 8-43 rev

Design parameters:

Minimum design factors:

Environment:

F«“«P‘J‘ 2590 mag = 1-12.5 0.6

Helen Sadik-Macdonald
Div of Oil,Gas & Minerals

Prepared
by:

Remarks:

225

Phone: 801-538-5357
FAX: 801-359-3940

Collapse Collapse: H2S considered? No
Mud weight: 12.000 ppg Design factor 1.125 Surface temperature: 75 °F
Design is based on evacuated pipe. Bottom hole temperature: 295 °F

Temperature gradient: 1.40 °F/100ft
Minimum section length: 1,500 ft
Burst:
Design factor 1.00 Cement top: 9,922 ft

Burst

Max anticipated surface
pressure: 6,333 psi Completion type is subs
Internal gradient: 0.220 psi/ft Tension: Non-directional string.
Calculated BHP 9,787 psi 8 Round STC: 1.80 (J)
8 Round LTC: 1.80 (J)
No backup mud specified. Buttress: 1.60 (J)
Premium: 1.50 (J)
Body yield: 1.50 (B)
Tension is based on buoyed weight.
Neutral point: 12,919 ft
Run Segment Nominal End True Vert Measured Drift Internal
Seq Length Size Weight Grade Finish Depth Depth Diameter  Capacity
(ft) (in) (Ibs/ft) (ft) (ft) (in) (ft)

1 15700 45 13.50 P-110 LT&C 15700 15700 3.795 1315.8
Run Collapse Collapse Collapse Burst Burst Burst Tension  Tension Tension
Seq Load  Strength Design Load Strength Design Load Strength Design

(psi) (psi) Factor (psi) (psi) Factor (Kips) (Kips) Factor

1 9787 10680 9787 12410 1.27 174 338 1.94J

Date: January 26,2007
Salt Lake City, Utah

Collapse is based on a vertical depth of 15700 ft, a mud weight of 12 ppg The casing is considered to be evacuated for collapse purposes.
Collapse strength is based on the Westcott, Dunlop & Kemler method of biaxial correction for tension.

Burst strength is not adjusted for tension.

Engineering responsibility for use of this design will be that of the purchaser.



ELK
RESOURCES, INC.

January 18, 2007

VIA OVERNIGHT MAIL

Mr. Dustin Doucet

Utah Division of Oil, Gas and Mining
1594 West North Temple, Suite 1210
Salt Lake City, UT 84116

RE: Application for Permit to Drill - Revised Drilling Plan
Argyle 8-43
SWSE Section 8, T7S-20E SLB&M
Uintah County, UT

Dear Dustin:

Per your telephone conversation with Layle Robb of our office a couple of weeks ago,
enclosed are two copies of a revised drilling plan for the subject drilling application.

Should you require any additional information, please contact me or Layle Robb at (303)
29€-4505.

Karin Kuhn
Sr. Engineering Technician

Enclosures

ELK RESOURCES, INC.
1401 17TH STREET, SUITE 700, DENVER, COLORADO 80202
PHONE: (303) 296-4505 FAX: (303) 296-4506 E-MAIL: POSTMASTER@ELKRESOURCES.NET



STATE OF UTAH
DEPARTMENT OF NATURAL RESOURCES

DIVISION OF OIL, GAS AND MINING

FORM 3

AMENDED REPORT [_]
(highlight changes)

5. MINERAL LEASE NO: 6. SURFACE:
APPLICATION FOR PERMIT TO DRILL Fee Fee
1A TYPE OF WORK: DRILL REENTER []  DEEPEN [J N ALLOTTEE OR TRIBE NAVE
eTveeorwen:  OIL[] Gas OTHER SINGLE ZONE[] MULTIPLE ZONEZ| A+ e A

2. NAME OF OPERATOR:

9. WELL NAME and NUMBER:

Elk Resources, Inc. Argyle 8-43

3. ADDRESS OF OPERATOR: PHONE NUMBER: 10. FIELD AND POOL, OR WILDCAT:

1401 17th St., Suite 700 ., Denver srare CO 4 80202 (303) 296-4505 Wildcat

4. LOCATION OF WELL (FOOTAGES) 11. QTR/QTR, SECTION, TOWNSHIP, RANGE,

MERIDIAN:

AT SURFACE: 212' FSL, 2432l FEL EmFiDEm SWSE 8 7S 20E S
AT PROPOSED FRODUCING ZONE: 212" FSL, 2432' FEL

14, DISTANCE IN MILES AND DIRECTION FROM NEAREST TOWN OR POST OFFICE: 12. COUNTY: 13. STATE:
Approx. 21.55 miles southwest of Vernal, UT Uintah UTAH

15. DISTANCE TO NEAREST PROPERTY OR LEASE LINE (FEET)

212

16. NUMBER OF ACRES IN LEASE:

40

17. NUMBER OF ACRES ASSIGNED TO THIS WELL:

40

18. DISTANCE TO NEAREST WELL (DRILLING, COMPLETED, OR

APPLIED FOR) ON THIS LEASE (FEET)

NA

19. PROPOSED DEPTH:

15,700

20. BOND DESCRIPTION:

B000969

21. ELEVATIONS (SHOW WHETHER DF, RT, GR, ETC.):

4879 GR

22. APPROXIMATE DATE WORK WILL START:

2/1/2007

23. ESTIMATED DURATION:
60 Days + 30 Days Completion

PROPOSED CASING AND CEMENTING PROGRAM

24.
SIZEOFHOLE | CASING SIZE, GRADE, AND WEIGHT PERFOOT |  SETTING DEPTH CEMENT TYPE, QUANTITY, YIELD, AND SLURRY WEIGHT
17 1/2 13 3/8" H-40 48# 500 | See drig plan '

12 1/4 9 5/8" J-55 40# 5,000 | See drlg plan

8 3/4" 7" P-110 26# 10,500 | See drlg plan

6 1/4" 41/2" P-110 13.5# 15,700 | See drig plan
25. ATTACHMENTS

VERIFY THE FOLLOWING ARE ATTACHED IN ACCORDANCE WITH THE UTAH OIL AND GAS CONSERVATION GENERAL RULES:

m WELL PLAT OR MAP PREPARED BY LICENSED SURVEYOR OR ENGINEER

I:I EVIDENCE OF DIVISION OF WATER RIGHTS APPROVAL FOR USE OF WATER

m COMPLETE DRILLING PLAN

FORM 5, IF OPERATOR IS PERSON OR COMPANY OTHER THAN THE LEASE OWNER

mme Sr. Engineering Technician /

NAME (PLEASE PRINT) Karin Kyél \

SIGNATURE

/0
Kl

pate _11/2/2006 /M/ 4//7/;7

\
(This space for State use omé

AP NUMBER ASSIGNED:

APPROVAL:

(11/2001)

(See Instructions on Reverse Side)

RECEIVED
JAN 19 2007

piv. OF OlL, GAS & MINING



DRILLING PLAN

Elk Resources, Inc.
Argyle 8-43
SW/SE of Section 8, T-7-S, R-20-E, S.L.B. & M.
Uintah County, Utah

1,2,3 Estimated Tops of Geological Markers and Formations Expected to Contain Water, Oil and
Gas and Other Minerals

Formation Depth
Uinta 1365’
Green River 3720°%
Wasatch 7600°*
Mesaverde 11200°*
Castlegate 14385’
Mancos 14565°
Mancos B 15229°*
Proposed TD 15700°

PROSPECTIVE PAY* oil and gas

4 Casing Program

HOLE SETTING DEPTH

SIZE from to SIZE WEIGHT GRADE THREAD COND.
267 surface 40 207

17 %~ surface 500° 13 3/8” 48# H-40 ST&C New

12 Y&~ surface 5,000 95/8 40# J-55 ST&C New

8 3/4” surface 10,500’ 7 26# P-110 LT&C New
61/4” surface 15,700’ 4% 13.5# P-110 LT&C New

5 Cementing Program (Volumes other than tail volumes will be calculated from caliper logs.)
20” Conductor Ready mix
13-3/8” Surface Lead: 185 sx light wt. with 1% CaCl and % Ib/sx celloflake mixed 12.8

Ib/gal., 1.78 cf/sk yield (75% excess on total volume).
Tail: 225 sx Type V with 2% CaCl and % Ib/sx celloflake mixed 15.6

Ib/gal., 1.2 cf/sk yield. o ;
9 5/8” Intermediate ~ Stage 1: 705 sx 50-50 Pozmix with 2% CaCl and LCM mixed at 14.3 ppg, 2% (‘f}

1.25 cf/sk yield. Wi )
DV @ +3200° Stage 2: Lead 750 sx 50-50 Pozmix with 8% bentonite and 10% Cal-Seal =~ »1%-

mixed at 12.5 ppg, 1.98 cf/sk yield; Second stage tail: 125 sx Premiuim Plus | 192
V with 1% CaCl mixed at 15.6 ppg, 1.19 cf/sk yield.
(Estimated top of cement second stage at surface with 65% excess).

LONFIDENTIAL
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Elk Resources, Inc.

Drilling Program
Argyle #8-43
Uintah County, Utah
Page 2
7 Stage 1: 160 sx 50/50 Poz + 2% gel + 6% Halad-322 + 1 pps Granulite +
5% salt + % pps Flocele; 14.4 ppg, 1.41 cf/sk (no excess).
DV @ +9000’ Stage 2: Lead 315 sx HiFill + 16% gel + 0.75% Econolite + 7.5 pps
gilsonite + % Flocele; 11.0 ppg, 3.81 cf/sx (200% excess).
Tail 480 sx 50/50 Poz + 2% gel + 6% Halad-322 + 1 pps Granulate + 5%
salt + % pps Flocele; 14.4 ppg, 1.41 cf/sk. Cement top to be 500’ into 9-
5/8” protection string.
41/2” Stage 1: 365 sx 50/50 Poz 2% gel + 0.3% CFR-3 + 0.15% HR+ 12 + 20%

DV @ £12,000’ SSA-1 + 0.4% Halad-344; 14.35 ppg, 1.41 cf/sk (35% excess).
Stage 2: 145 sx 50/50 Poz 2% gel + 0.3% CF-3 + 0.15% HR + 12 + 20%
SSA-1 + 0.4% Halad-344, 14.35 ppg, 1.41 cf/sk (35% excess). Cement top
to be a minimum of 500° into 7” intermediate string.

Mud Program

Elk Resources, Inc. will record slow pump speed on daily drilling report after mudding up.

Elk shall use electronic/mechanical mud monitoring equipment, which shall include a pit volume
totalizer (PVT); stroke counter; and flow sensor.

A mud test will be performed at least every 24 hours after mudding up to determine density,
viscosity, gel strength, filtration, and pH.

Gas-detecting equipment will be installed and operated in the mud-return system.
A flare system will be used that gathers and burns all gas. The flare line(s) shall discharge at least
100 feet from the well head with straight lines and shall be positioned downwind of the prevailing

wind direction and shall be anchored.

A mud-gas separator (gas buster) shall be used from surface casing to TD.

As per 43 CFR 3160, Onshore Oil and Gas Order No. 2, Drilling Operations, C. Mud Program Requirements.

INTERVAL WEIGHT  VISCOSITY FLUID LOSS REMARKS

Surf. - 880° N/A Water
8804500 8.4/8.6ppg 32 NC Spud Mud

4500 —-10000° 8.4/9.0ppg 28 NC KCL Water/Gel

10000 - 15700° 9.0/12.0 ppg 34 10 KCL/Gel/Polymer

LOMNFIDETIAL



Elk Resources, Inc.
Drilling Program
Argyle #8-43

Uintah County, Utah

Page 3

7

10

11

BOP and Pressure Containment Data

Depth Intervals BOP Equipment

Surf. - 1000’ ‘ None

1000’ — 10000° 5000# Ram type double BOP and annular

10000° — TD 10,000# Ram type double BOP and 5000# annular

Drilling spool to accommodate choke and kill lines.

Estimated bottom-hole pressure at TD will be 9500 psi. Drilling spool to accommodate choke and
kill lines.

ANCILLARY EQUIPMENT AND CHOKE MANIFOLD RATED AT 5,000# OR 10,000# AS
NEEDED TO MATCH BOPE. ALL BOP AND BOPE TESTS WILL BE IN ACCORDANCE
WITH THE REQUIREMENTS OF THE STATE OF UTAH.

THE STATE OF UTAH, DIVISION OF OIL, GAS AND MINING WILL BE NOTIFIED 24
HOURS IN ADVANCE OF ALL BOP PRESSURE TESTS.

Auxiliary equipment
a) Upper and Lower Kelly cock
b) Floor stabbing valve 5000#
) Safety valve(s) and subs to fit all string connections in use

Testing, Logging and Core Programs

Cores None anticipated

Testing None anticipated

Sampling 10’ samples; surface casing to TD.

Surveys Run every 1000’ and on trips

Logging Resistivity, neutron density, and caliper from TD to surface casing. Gamma ray

from TD to surface

Anticipated Abnormal Pressures or Temperatures

None anticipated.

Drilling Schedule
Spud Approximately February 1, 2007
Duration 30 days drilling time

30 days completion time

CONFIDENTIAL



Elk Resources, Inc.
Drilling Program
Argyle #8-43

Uintah County, Utah
Page 4

HAZARDOUS MATERIAL DECLARATION

Argyle 8-43

Elk Resources, Inc. guarantees that during the drilling and completion of the above referenced

well, we will not use, produce, or store, transport or dispose 10,000# annually of any of the

hazardous chemicals contained in the Environmental Protection Agency’s consolidated list of

chemicals subject to reporting under Title III Super Amendments and Reauthorization Act
SARA) of 1986.

Elk Resources, Inc. guarantees that during the drilling and completion of the above referenced

well, we will use, produce, store, transport, or dispose less than the threshold planning quantity
(TPQ) of any extremely hazardous substances as defined in 40 CFR 355.

CONFIDETIAL
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State of Utah

Department of
Natural Resources

MICHAEL R. STYLER
Executive Director
Division of
Oil, Gas & Mining

JOHNR. BAZA
Division Director

JON M. HUNTSMAN, JR.
Governor

GARY R. HERBERT

Lieutenant Governor

January 31, 2007

Elk Resources, Inc.
1401 17th St., Ste. 700
Denver, CO 80202

Re: Argyle 8-43 Well, 212' FSL, 2432' FEL, SW SE. Sec. 8. T. 7 South,
R. 20 East, Uintah County, Utah

Gentlemen:

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

Appropriate information has been submitted to DOGM and administrative
approval of the requested exception location is hereby granted.

This approval shall expire one year from the above date unless substantial and
continuous operation is underway, or a request for extension is made prior to the
expiration date. The API identification number assigned to this well is 43-047-38866.

Sincerely,
Gil Hunt
Associate Director
pab
Enclosures
cc: Uintah County Assessor (via e-mail)

Bureau of Land Management, Vernal District Office

1594 West North Temple, Suite 1210, PO Box 145801, Salt Lake City, UT 84114-5801
telephone (801) 536-5340 » facsimile (801) 359-3940  TTY (801) 538-7458 « www.ogm.utah.gov



Operator: Elk Resources, Inc.

Well Name & Number Argyle 8-43

API Number: 43-047-38866

Lease: Fee

Location: SW SE Sec._ 8 T. 7 South R. 20 East
Conditions of Approval

1. General

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

Notification Requirements
The operator is required to notify the Division of Oil, Gas and Mining of the following
actions during drilling of this well:
e 24 hours prior to cementing or testing casing
24 hours prior to testing blowout prevention equipment
24 hours prior to spudding the well
within 24 hours of any emergency changes made to the approved drilling program
prior to commencing operations to plug and abandon the well

The following are Division of Oil, Gas and Mining contacts and their work telephone
numbers (please leave a voice mail message if the person is not available to take the call):
e Dan Jarvis at (801) 538-5338
e Carol Daniels at (801) 538-5284 (spud)

Reporting Requirements

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

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

This proposed well is located in an area for which drilling units (well spacing patterns)
have not been established through an order of the Board of Oil, Gas and Mining (the
“Board”). In order to avoid the possibility of waste or injury to correlative rights, the
operator is requested, once the well has been drilled, completed, and has produced, to
analyze geological and engineering data generated therefrom, as well as any similar data
from surrounding areas if available. As soon as is practicable after completion of its
analysis, and if the analysis suggests an area larger than the quarter-quarter section upon
which the well is located is being drained, the operator is requested to seek an appropriate
order from the Board establishing drilling and spacing units in conformance with such
analysis by filing a Request for Agency Action with the Board.
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STATE OF UTAH - L i
DEPARTMENT OF NATURAL RESOURCES .
DIVISION OF OIL, GAS AND MINING 5i:LEASE DESIGNATION AND SERIAL NUMBER:
ee
SUNDRY NOTICES AND REPORTS ON WELLS °'N';'“°"‘"' ALLOTTEE OR TRIBE NAME:

7. UNIT or CA AGREEMENT NAME:
Do not use this form for proposals to drill new wells, significantly deepen existing wells below current bottom-hole depth, reenter plugged wells, or to Au rora D ee U n't
drill horizontal laterals. Use APPLICATION FOR PERMIT TO DRILL form for such proposals. p I

8. WELL NAME and NUMBER:

7. TYPE OF WELL
OIL WELL D GAS WELL IZ OTHER Argyle 8-43
2. NAME OF OPERATOR: 9. APl NUMBER.
Elk Resources, Inc. 4304738866
3. ADDRESS OF OPERATOR: PHONE NUMBER. 10. FIELD AND POOL, OR WILDCAT:
1401 17th. St., Suite 700 .. Denver orare CO -, 80202 (303) 296-4505 Wildcat
4. LOCATION OF WELL
FOOTAGES AT SURFACE: 212' FSL, 2432' FEL county: Uintah
QTRIQTR, SECTION, TOWNSHIP, RANGE, MERIDIAN: SWSE 8 7S  20E S STATE:
UTAH
. CHECK APPROPRIATE BOXES TO INDICATE NATURE OF NOTICE, REPORT, OR OTHER DATA
TYPE OF SUBMISSION TYPE OF ACTION
[ acioze [] oeeren [[] REPERFORATE CURRENT FORMATION
[/] NoTicE OF INTENT
(Submit in Duplicate) [J ALtercasing [} rFracture TReaT [[] siDETRACK TO REPAIR WELL
Approximate date work will start: D CASING REPAIR [[] w~ewconsTtrucTiON E] TEMPORARILY ABANDON
[T] cHancEe TO PREVIOUS PLANS [] oreratoOR CHANGE [ ruein Repar
[C] cHanGe TuBING [[] PLuc anp ABaNDON [J ventorrpare
D SUBSEQUENT REPORT [[] cHance wew Name [:] PLUG BACK [[] wateroisposaL
(Submit Original Form Only)
[ crance weLL sTaTUS [C] PRODUCTION (START/RESUME) ] warer shuT-oFF
Date of work compietion:
[[] COMMINGLE PRODUCING FORMATIONS [ | RECLAMATION OF WELL SITE otser Change Water
[ converT weLL Tvee [[] RECOMPLETE - DIFFERENT FORMATION Source for Drig

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

Water for the drilling of the Argyle 8-43 will be pumped into tank trucks and trucked to the well site. Please see the attached
approved Temporary Application Number 45-6177 (T77046). The source of the water is the Green River. Elk will be using a
portion of the allocated amount of water for the drilling of the subject well.

;
~OPYSENTIOR §
Lotz 26 3
iniiials: &
!
NAME (PLEASE PRINT) Karipp’éﬁ\ / / ) mme Or Engineering Technician
SIGNATURE DATE 5/23/2007

(This space for State use only) -

RECEIVED
MAY 2 9 2007

DIV. OF OIL, GAS & MINING

(5/2000)




State of Utah

DEPARTMENT OF NATURAL RESOURCES
Division of Water Rights
JON M. HUNTSMAN, JR. MICHAEL R. STYLER JERRY D. OLDS

Governor Executive Director State Engineer/Division Director

GARY R. HERBERT
Lieutenant Governor

ORDER OF THE STATE ENGINEER
For Temporary Application Number 45-§177 (T77046)

Temporary Application Number 45-6177 (T77046) in the name of Elk Resources Inc was filed
on April 18, 2007, to appropriate 20.00 acre-feet of water from a surface source to be located
South 850 feet and East 750 feet from the N'% Comer of Section 31, T6S, R21E, SLB&M. The
water is to be used for oil exploration (drilling and completion of oil/gas wells in South Book
Cliffs). The water is to be used in all or portion(s) of T5S, R19E, SLB&M; T5S, R20E,
SLB&M; T6S, R19E, SLB&M; T6S, R20E, SLB&M; T7S, R19E, SLB&M; T8S, R20E,

SLB&M; and T7S, R20E, SLB&M.

Notice of this temporary application was not published in a newspaper. It is the opinion of the
State Engineer that it meets the criteria of Section 73-3-5.5 for temporary applications.

It appears that this temporary application can be approved without affecting existing water rights.

It is, therefore, ORDERED and Temporary Application Number 45-6177 (T77046) is hereby
APPROVED subject to prior rights and the condition that this application will automatically,
PERMANENTLY LAPSE on April 26, 2008.

Inasmuch as this application proposes to divert water from a surface source, the applicant is
required to contact the Stream Alteration Section of the Division of Water Rights at 801-538-
7240 to obtain a Stream Alteration permit in addition to this Temporary Application.

This application is also approved according to the conditions of the current appropriation policy
guidelines for the Colorado River Drainage, adopted March 7, 1990.

This approval is limited to the rights to divert and beneficially use water and does not grant any
rights of access to, or use of land, or facilities not owned by the applicant.

This approval is granted subject to prior rights. The applicant shall be liable to mitigate or
provide compensation for any impairment of or interference with prior rights as such may be
stipulated among parties or decreed by a court of competent jurisdiction.

Failure on your part to comply with the requirements of the applicable statutes (73-3-5.5 and 73-
3-8 of the Utah Code) may result in forfeiture of this temporary application.

This application shall expire one year from the date hereof.

1594 West North Temple, Suite 220, PO Box 146300, Salt Lake City, UT 84114-6300
telephone (801) 538-7240 « facsimile (801) 538-7467 « www.waterrights.utah.gov



ORDER OF THE STATE ENGINEER
Temporary Application Number
45-6177 (T77046)

Page 2

It is the applicant's responsibility to maintain a current address with this office and to
update ownership of their water right. Please notify this office immediately of any change
of address or for assistance in updating ownership.

Your contact with this office, should you need it, is with the Eastern Regional Office. The
telephone number is 435-781-5327.

This Order is subject to the provisions of Administrative Rule R655-6-17 of the Division of
Water Rights and to Sections 63-46b-13 and 73-3-14 of the Utah Code which provide for filing
either a Request for Reconsideration with the State Engineer or an appeal with the appropriate
District Court. A Request for Reconsideration must be filed with the State Engineer within 20
days of the date of this Order. However, a Request for Reconsideration is not a prerequisite to
filing a court appeal. A court appeal must be filed within 30 days after the date of this Order, or
if a Request for Reconsideration has been filed, within 30 days after the date the Request for
Reconsideration is denied. A Request for Reconsideration is considered denied when no action

is taken 20 days after the Request is filed.

L)

Dated this (s day of “ FM& , 2007.
d/Wj« D 0/({9&-

Jeﬂy D. @{ds, P.E., State Engineer

Mailed a copy of the foregoing Order this &‘( day of (Z#Z , 2007 to:

Elk Resources Inc
Jeffrey J. Johnson

P. O. Box 817
Roosevelt, UT 84066

Stream Alteration Section
Division of Water Rights

BY: f'/\l/d#&r . N

Kelly K. HonfegAppropriation Secretary
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STATE OF UTAH
DEPARTMENT OF NATURAL RESOURCES

DIVISION OF OIL, GAS AND MINING

FORM9

/N B PEASE-DESIGRATION AND SERIAL NUMBER:

Fee

SUNDRY NOTICES AND REPORTS ON WELLS

Do not use this form for proposals to drill new wells, significantly deepen existing wells below current bottom-hole depth, reenter plugged wells, or to
drill horizontal laterals. Use APPLICATION FOR PERMIT TO DRILL form for such proposals.

6. IF INDIAN, ALLOTTEE OR TRIBE NAME:

NA

7. UNIT or CA AGREEMENT NAME:
Aurora Deep Unit

1. TYPE OF WELL
GAS WELL

8. WELL NAME and NUMBER:

oL wetL [] OTHER Argyle 8-43
2. NAME OF OPERATOR: 9. API NUMBER:
Elk Resources, Inc. 4304738866
3. ADDRESS OF OPERATOR: PHONE NUMBER: 10. FIELD AND POOL, OR WILDCAT:
1401 17th. St., Suite 700 -, Denver stare CO 580202 (303) 296-4505 Wildcat

4. LOCATION OF WELL

FOOTAGES AT SURFACE: 212' ESL, 24\32": FEL

COUNTY: U intal

QTRIQTR, SECTION, TOWNSHIP, RANGE, MERDIAN: SWSE 8 7S 20E.. 'S STATE:
it st E UTAH
M. CHECK APPROPRIATE BOXES TO INDICATE NATURE OF NOTICE, REPORT, OR OTHER DATA
TYPE OF SUBMISSION TYPE OF ACTION
ACIDIZE DEEPEN REPERFORATE GURRENT FORMATION
NOTICE OF INTENT D D D
(Submit in Duplicate) [7] Atercasin [[] FRACTURE TREAT ] sIDETRACK TO REPAIR WELL
Approximate date work will start: [[] casinGREPAR [[] newconsTRucTION [T] TEMPORARILY ABANDON
[C] cHaNGE TO PREVIOUS PLANS [[] operaTor cHANGE [ tusneRePaR
[[] oHanceTUBING [] PLuG AND ABANDON [[] venTorrLare
[ sussequent rRePORT [[] cHANGE WELL NAME [] Pesack [7] water DisPosAL
(Submit Original Form Only)
[C] cHaANGE wELL STATUS [T} PRODUCTION (START/RESUME) [[] water sHuT-OFF
Date of work compietion:
[[] coMMINGLE PRODUCING FORMATIONS [ | RECLAMATION OF WELL SITE /1 omer Extend APD
[] converr weLL TYPE [] RECOMPLETE - DIFFERENT FORMATION

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

Elk requests to extend APD expiration date for one year (expiring 1/31/2009). This drilling location has not received Federal
approval yet. A sundry was submitted changing the water source and was approved on 5/29/07. Please see the attached APD

Request for Permit Extension Validation form. There have been no additional changes.

Approved by the
Utah Division of
Oil, Gas and Mining

Date: Ol -\U4-0%
By:

COPY SENT 1O OPERATOR
o z-’?ufzoor

./

NAME (PLEASE PRINT) Kaﬁé Kuhn i

Sr. Engineering Technician

TiTLE
SIGNATURE )/VQ/VVM//(/{////‘/ oare | 1/10/2008
(i s for St use ooky)
RECEIVED
(5/2000) (See Instructions on Reverse Side) J AN 1 1 2008

DIV. OF OIL, GAS & MINING



Application for Permit to Drill
Request for Permit Extension

Validation
(this form should accompany the Sundry Notice requesting pemit extension)

API: {4304738866 |
Well Name: Argyle 8-43
Location: SWSE Section 8-T7S-R20E

Company Permit Issued to: Elk Resources, Inc.
Date Original Permit Issued: 1/31/2007

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

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

If located on private land, has the ownership changed, if so, has the surface
agreement been updated? Yes[ONok]

Have any wells been drilled in the vicinity of the proposed well which would affect
the spacing or siting requirements for this location? Yes[] NoZ]

Has there been any unit or other agreements put in place that could affect the
permitting or operation of this proposed well? YesCINol/l

Have there been any changes to the access route including ownership, or right-
of-way, which could affect the proposed location? Yes[INo i

Has the approved source of water for drilling changed? Yesi No[J

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

evaluation? YesCONolZl

Is bonding stilljn place, which covers this proposed well? YesZINo[J

1/10/2008
Date

Title:  Sr. Engineering Technician

Representing: gik Resources, Inc.

RECEIVED
JAN 11 2008
DIV. OF OIL, GAS & MINING



Division of Oil, Gas and Mining ROUTING

OPERATOR CHANGE WORKSHEET 1.DJJ
2.CDW
Chmge of Operator (Well Sold) X - Operator Name Change/Merger
The operator of the well(s) listed below has changed, effective: 2/11/2008

FROM: (0Old Operator): TO: ( New Operator):

N2755-Elk Resources, Inc. N3480-Elk Resources, LLC.
1401 17th St, Suite 700 1401 17th St, Suite 700
Denver, CO 80202 Denver, CO 80202

Phone: 1 (303) 296-4505 Phone: 1 (303) 296-4505

CA No. Unit: AURORA (DEEP)
WELL NAME SEC TWN RNG|API NO ENTITY |LEASE |[WELL |WELL
NO TYPE TYPE |STATUS
| SEE ATTACHED LIST | |

OPERATOR CHANGES DOCUMENTATION

Enter date after each listed item is completed »
1. (R649-8-10) Sundry or legal documentation was received from the FORMER operator on: 4/24/2008

2. (R649-8-10) Sundry or legal documentation was received from the NEW operator on: 4/24/2008
3. The new company was checked on the Department of Commerce, Division of Corporations Database on: 4/29/2008
4a. Is the new operator registered in the State of Utah: NO Business Number:
4b. IfNO, the operator was contacted contacted on: 4/29/2008
5a. (R649-9-2)Waste Management Plan has been received on: INPLACE
5b. Inspections of LA PA state/fee well sites complete on: N/A
5¢. Reports current for Production/Disposition & Sundries on: ok
6. Federal and Indian Lease Wells: The BLM and or the BIA has approved the merger, name change,
or operator change for all wells listed on Federal or Indian leases on: BLM 3/13/2008 BIA

7. Federal and Indian Units:

The BLM or BIA has approved the successor of unit operator for wells listed on: 3/13/2008
8. Federal and Indian Communization Agreements ("CA"):

The BLM or BIA has approved the operator for all wells listed within a CA on: n/a
9. Underground Injection Control ("UIC") The Division has approved UIC Form 5, Transfer of Authority to

Inject, for the enhanced/secondary recovery unit/project for the water disposal well(s) listed on:

DATA ENTRY:

1. Changes entered in the Oil and Gas Database on: 4/29/2008

2. Changes have been entered on the Monthly Operator Change Spread Sheet on: 4/29/2008
3. Bond information entered in RBDMS on: 4/29/2008

4. Fee/State wells attached to bond in RBDMS on: 4/29/2008

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

6. Receipt of Acceptance of Drilling Procedures for APD/New on: ok

BOND VERIFICATION:

1. Federal well(s) covered by Bond Number: UTB000135

2. Indian well(s) covered by Bond Number: n/a

3a. (R649-3-1) The NEW operator of any fee well(s) listed covered by Bond Number B000969
3b. The FORMER operator has requested a release of liability from their bond on: n/a

LEASE INTEREST OWNER NOTIFICATION:

4. (R649-2-10) The FORMER operator of the fee wells has been contacted and informed by a letter from the Division
of their responsibility to notify all interest owners of this change on: n/a

COMMENTS: Bond was amended from Elk Resources, Inc to EIk Resources, LLC

Elk (Aurora Deep) FORM_B.xls 4/30/2008



STATE OF UTAH
DEPARTMENT OF NATURAL RESOURCES

DIVISION OF OIL, GAS AND MINING

FORM9

5. LEASE DESIGNATION AND SERIAL NUMBER:
See Attached List

SUNDRY NOTICES AND REPORTS ON WELLS

Do not use this form for proposals to drill new wells, significantly deepen existing wells below current bottom-hole depth, reenter plugged wells, or to
drill horizontal laterals. Use APPLICATION FOR PERMIT TO DRILL form for such proposals.

6. IF INDIAN, ALLOTTEE OR TRIBE NAME:

NA

7. UNIT or CA AGREEMENT NAME:
Aurora "Deep” Unit

1. TYPE OF WELL

8. WELL NAME and NUMBER:

oL WELL /] GAS WELL OTHER See Attached List
2. NAME OF OPERATOR: 9. API NUMBER:
ELK RESOURCES, LLC See List
3. ADDRESS OF OPERATOR: PHONE NUMBER: 10. FIELD AND POOL, OR WILDGAT:
1401 17th. St., Suite 700 . Denver arare OO 5580202 (303) 296-4505 See Attached List
4. LOCATION OF WELL
FOOTAGES AT SURFACE: o county: UINTAH . °
QTR/QTR, SECTION, TOWNSHIP, RANGE, MERIDIAN: STATE:
o UTAH
. CHECK APPROPRIATE BOXES TO INDICATE NATURE OF NOTICE, REPORT, OR OTHER DATA
TYPE OF SUBMISSION TYPE OF ACTION
ACIDIZE DEEPEN REPERFORATE CURRENT FORMATION
NOTICE OF INTENT O O] 0
(Submit in Duplicate) [] Arercasing [ rracTure TrReat [T] sipETRACK TO REPAIR WELL
Approximate date work wil start: [] casingRePAIR [7] NewconsTRUCTION [C] TEMPORARILY ABANDON
[C] cHanGE TO PREVIOUS PLANS [] operatorcHaNGE [] ruemncrerar
[] cHanceTUBING [[] PLuG AND ABANDON [] venTorFLare
[[] suBSEQUENT REPORT [C] craNGE weLL NAME [] ruceack [[] waterisposaL
(Submit Original Form Only)
[ crance weLL sTaTUS [[] PRODUCTION (START/RESUME) [] water sHUT-OFF
Date of work completion:
[:[ COMMINGLE PRODUCING FORMATIONS |:] RECLAMATION OF WELL SITE Z orver CHANGE OF
[] converT weLL TYpE [ RECOMPLETE - DIFFERENT FORMATION OPERATOR

12.

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

Effective February 11, 2008, Elk Resources, LLC became the operator of the wells on the attached list.

Previous Operator:

ELK RESOURCES, INC. (N2755)
a Texas limited liability company
1401 17th Street, Suite 700
Denver, CO 80202

ik Pt

Richard P. Crist
Executive Vice President Business Development

New Operator:

ELK RESOURCES, LLC

a Texas limited liability company
1401 17th Street, Suite 700

N 3480

Denver, C 0202

| M \
Thomds M. Wilson ~
CEO

Blm BOND = UTB000/35
State +Fee BOND = B 000249

name (pLease privtyKariy’ Kuhn / mme Srf. Engineering Technician
SIGNATURE X é/w /‘ 7%\/ oate 4114/2008
7 7
(This space for State use only)

(5/2000)

RECEIVED
APR 2 & 2008
DIV, OF OIL, GAS & MINING

(See Instructions on Reverse Side)



well name sec (twp |rmg api entity lease |well stat flag gtr_qtr unit 1 num
ROGERS 13-16 16 [070S [200E 4304736538 14989|Fee OwW [P SWSW |AURORA (DEEP) |[FEE
NIELSEN 3-22 22 10708 [200E [4304736539 14806|Fee OwW |P NENW |AURORA (DEEP) FEE
WALL 13-17 17 10708 [200E [4304736668 15363|Federal [GW (S SWSW | AURORA (DEEP) UTU-75092
ROGERS 16-43 16 [070S [200E 4304738347 Fee GW |APD |C [SWSE 'AURORA (DEEP) FEE
AURORA FED 5-32 05 |070S|200E [4304738463 Federal [OW |APD |C |NESW 'AURORA (DEEP)|U-75241
AURORA FED 26-33 26 |070S |200E [4304738468 Federal [OW |APD [C |NWSE |AURORA (DEEP) UTU-80689
J GENTRY 17-24 17 |070S|200E 4304738865 Fee GW |APD |C |SENE |AURORA (DEEP) FEE
ARGYLE 8-43 08 |070S|200E |4304738866 Fee GW |APD |C |SWSE |AURORA (DEEP) FEE

4/30/2008




. . | ; ‘
United States Department of the Interior E—f
BUREAU OF LAND MANAGEMENT —‘N

Utah State Office TAKE PRIDE"
NAMERICA

P.O. Box 45155
Salt Lake City, UT 84145-0155
http://www.blm.gov/ut/st/en.html

IN REPLY REFER TO:
UTU-0143511, et al.
BLM Bond Number: UTB000135
Surety Bond Number: B000971
March 13, 2008

NOTICE
Elk Resources, LLC
1401 17" Street, Suite 700
Denver, Colorado 80202
U.S. Specialty Insurance Co.
13403 Northwest Freeway
Houston, Texas 77040

MERGER RECOGNIZED

We received acceptable evidence of the merger of Elk Resources, Inc. into Elk Resources, LL.C.
Elk Resources, LLC is the surviving entity. This recognition is effective February 6, 2008, as
certified by the Secretary of State, State of Texas.

We have documented the merger by copy of this notice in the oil and gas lease files identified on
the enclosed exhibit. We have also updated our automated records. We compiled the exhibit
from leases shown on our automated records system and any list of leases you provided. The
exhibit also reflects serial numbers of agreements where you are the operator. We are notifying
the Minerals Management Service and all Bureau of Land Management (BLM) offices of the
merger by copies of this notice.

If you find additional leases where the merging parties maintain an interest, please contact this
office. We will document the records under our jurisdiction, and if the leases are under the
jurisdiction of another State Office, we will notify them.

This merger affects the following bond(s) held by the BLM:

BLM Bond Number: UTB000135  Amount: $ 25,000 Surety/Other Identifier: BO0O0971
BLM Bond Number: UTB000299  Amount: $ 5,000 Surety/Other Identifier: BO04125

We have updated our bond file and automated system to reflect the merger. If the
principal’s/obligor’s name also changed, we have updated our records to reflect the correct
name. No rider is necessary as the change occurred by operation of law. We are in the process

RECEIVED
MAR 17 2008

DIV. OF OIL, GAS & MINING



of determining the total liability for the leases affected by the merger and may require increased
coverage in a later action.

If you have any questions, please contact Leslie Wilcken at (801) 539-4112.

/s/ Becky J. Hammond

Becky J. Hammond
Chief, Branch of Fluid Minerals

Enclosure
1-Exhibit: List of Leases

cc (w/encl):

MMS-MRM, Attn: (Leona Reilly)
State of Utah, DOGM

Vemal Field Office

Branch Chief, Lands & Reality
Merger/Name Change File
Connie Seare

Dave Mascarenas

Susan Bauman

Electronic copies (w/encl):
BLM_Bond_Surety
BLM_Fluids Forum



Lease #

UTu-0143511
UTU-0143512

UTU-04378
UTU-21308
UTU-74417
UTU-75092
UTU-75093
UTU-75673
UTU-76259
UTU-76260
UTU-76261
UTU-78445
UTU-80689
UTU-82565
UTU-82566
UTU-82567
UTU-85219
UTU-85487
UTU-85488
UTU-85489
UTU-85589
UTU-85590
UTU-85591

Agreement #

UTU-82456X
UTU-82456A
UTU-84716X
UTU-86071X

Aurora (Deep)

Ouray Valley
N Horseshoe
Bend (Pending)



FORM 9

STATE OF UTAH
DEPARTMENT OF NATURAL RESOURC
. DIVISION OF OIL, GAS AND MINI@O N Fl D ENTI AL 5.FLEASE DESIGNATION AND SERIAL NUMBER:
ee
SUNDRY NOTICES AND REPORTS ON WELLS A AT ORTRRERAE

Do not use this form for proposais to drill new wells, significantly deepen existing wells below current bottom-hole depth, reenter plugged wells, or to
drill horizontal laterals. Use APPLICATION FOR PERMIT TO DRILL form for such proposals.

7. UNIT or CA AGREEMENT NAME:
Aurora Deep Unit

1. TYPE OF WELL
GAS WELL

8. WELL NAME and NUMBER:

Denver

ol WELL [] OTHER Argyle 8-43
2. NAME OF OPERATOR: 9. API NUMBER:
Elk Resources, LLC 4304738866
3. ADDRESS OF OPERATOR: PHONE NUMBER: 10. FIELD AND POOL, OR WILDCAT:
(303) 296-4505 Wildcat

1401 17th. St, Suite 700 ., stare CO 80202

4. LOCATION OF WELL

FOOTAGES AT SURFACE: 212'FSL.2432’FEL -

countv: Uintah'

QTRIQTR, SECTION, TOWNSHIP, RANGE, MERDIAN: SWSE: 8 7S 20 8§ STATE:
. =3 _ M o UTAH
11, CHECK APPROPRIATE BOXES TO INDICATE NATURE OF NOTICE, REPORT, OR OTHER DATA
TYPE OF SUBMISSION TYPE OF ACTION
ACIDIZE DEEPEN REPERFORATE CURRENT FORMATION
NOTICE OF INTENT 0 O N
(Submit in Duplicate) [0 amrercasine [T erAcTURE TREAT [ sibeErRACK TO REPAIR WELL
Approximate date work wilstart:  [[]  GASING REPAIR [[] n~ew consTRuUCTION {T] TEMPORARILY ABANDON
6/1/2009 [T] cance To PREVIOUS PLANS [[] operaTOR cHANGE [1 ueiNG REPAIR
[C] cHanceTuBING (] PLuG AND ABANDON [T] ventorFrLARE
[] sussequent ReporT [] cHance weLL NaME [] PLueBack [[] water DisPosaL
(Submit Original Form Only)
[[] cHANGE WELL STATUS [[] PrODUCTION (START/RESUME) [] warer sHuT-OFF
Date of work completion:
[[] COMMINGLE PRODUGING FORMATIONS || RECLAMATION OF WELL SITE /] omer Extend APD
] converT weLL Tvpe [[] RECOMPLETE - DIFFERENT FORMATION

12. DESCRIBE PROPOSED OR COMPLETED OPERATIONS. Clearly show all pertinent details including dates, depths, volumes, etc.
Elk requests to extend the APD expiration date for another one year {(expirimg=+34/2646]. We currently anticipate drilling this

location in the first half of 2009. See attached Request for Permit Extension Validation.

Approved by the
Utah Division of
Oil, Gas and Mining

Date: |7 A 05\1

wi
NawE (PLEasE PrivT)_KapinA&uhn e Sr. Engineering Technician
SIGNATURE W M-/ oare _12/18/2008

{This space for State use only)

COPY SENT TO OPERATOR

Date: 12 ',ﬁz ZQQ&
K5

(5/2000) (See Iiistructions on Reverse Side) ~

Initials:




Application for Permit to Drill
Request for Permit Extension

Validation
(this form should accompany the Sundry Notice requesting permit extension)

API: 14304738866 é

Well Name: Argyle 8-43
Location: SWSE Section 8-T7S-R20E

Company Permit Issued to: Eik Resources, LLC
Date Original Permit Issued: 1/31/2007

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

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

If located on private land, has the ownership changed, if so, has the surface
agreement been updated? Yes[ONol/

Have any wells been drilled in the vicinity of the proposed well which would affect
the spacing or siting requirements for this location? Yes[I NolZ

Has there been any unit or other agreements put in place that could affect the
permitting or operation of this proposed well? Yes[d Nob&Z

Have there been any changes to the access route including ownership, or right-
of-way, which could affect the proposed location? Yes[CZINo k2

Has the approved source of water for drilling changed? Yesk No[l

Have there been any physical changes to the surface location or access route
which will require a change in plans from what was discussed at the onsite
evaluation? Yes[1Nol/l

Is bonding still in place, which covers this proposed well? YesZINo[]

12/18/2008
Date

Title:  Sr. Engineering Technician

Representing: gk Resources, LLC

DIV, OF OlL, GAS & MINING



API Well No: 43047388660000

STATE OF UTAH
DEPARTMENT OF NATURAL RESOURCES

DIVISION OF OIL, GAS, AND MINING

FORM 9

5.LEASE DESIGNATION AND SERIAL NUMBER:
FEE

SUNDRY NOTICES AND REPORTS ON WELLS

Do not use this form for proposals to drill new wells, significantly deepen existing wells below current
bottom-hole depth, reenter plugged wells, or to drill horizontal laterals. Use APPLICATION FOR PERMIT TO
DRILL form for such proposals.

6. IF INDIAN, ALLOTTEE OR TRIBE NAME:

7.UNIT or CA AGREEMENT NAME:
AURORA (DEEP)

1. TYPE OF WELL
Gas Well

8. WELL NAME and NUMBER:
ARGYLE 8-43

2. NAME OF OPERATOR:
ELK RESOURCES, LLC

9. API NUMBER:
43047388660000

3. ADDRESS OF OPERATOR: PHONE NUMBER: 9. FIELD and POOL or WILDCAT:
1401 17th Street, Suite 700 , Denver, CO, 80202 303 296-4505 Ext WILDCAT
4. LOCATION OF WELL COUNTY:
FOOTAGES AT SURFACE: UINTAH
0212 FSL 2432 FEL
QTR/QTR, SECTION, TOWNSHIP, RANGE, MERIDIAN: STATE:
Qtr/Qtr: SWSE Section: 08 Township: 07.0S Range: 20.0E Meridian: S UTAH

11.

CHECK APPROPRIATE BOXES TO INDICATE NATURE OF NOTICE, REPORT, OR OTHER DATA

TYPE OF SUBMISSION TYPE OF ACTION
D ACIDIZE D ALTER CASING D CASING REPAIR
/ NOTICE OF INTENT
Approximate date work will start: [0 cHANGE TO PREVIOUS PLANS [0 cHaNGE TuBING [0 cHANGE WELL NAME
/ / D CHANGE WELL STATUS D COMMINGLE PRODUCING FORMATIONS D CONVERT WELL TYPE
[ suBseQUENT REPORT (] peepen [] FRACTURE TREAT [] NEw consTRUCTION
Date of Work Completion:
D OPERATOR CHANGE D PLUG AND ABANDON D PLUG BACK
D PRODUCTION START OR RESUME D RECLAMATION OF WELL SITE D RECOMPLETE DIFFERENT FORMATION
D SPUD REPORT
Date of Spud: D REPERFORATE CURRENT FORMATION D SIDETRACK TO REPAIR WELL D TEMPORARY ABANDON
D TUBING REPAIR D VENT OR FLARE D WATER DISPOSAL
[] DRILLING REPORT ] WATER SHUTOFF [ s1TA STATUS EXTENSION " APD EXTENSION
Report Date:
D WILDCAT WELL DETERMINATION D OTHER OTHER: ‘

Elk requests to extend the subject well location for another year.

By: \

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

Approved by the
Utah Division of
Oil, Gas and Mining

Date: December 14, 2009

NN

NAME (PLEASE PRINT) PHONE NUMBER TITLE

Karin Kuhn 303 296-4505 Sr. Engineering Technician
SIGNATURE DATE

N/A 12/7/2009

RECEIVED December 07, 2009




UTAH

DNR

.-A*....f

The Utah Division of Oil, Gas, and Mining

- State of Utah
- Department of Natural Resources

Electronic Permitting System - Sundry Notices

OIL, GAS B MINING

Request for Permit Extension Validation Well Number 43047388660000

API: 43047388660000
Well Name: ARGYLE 8-43
Location: 0212 FSL 2432 FEL QTR SWSE SEC 08 TWNP 070S RNG 200E MER S
Company Permit Issued to: ELK RESOURCES LLC
Date Original Permit Issued: 1/31/2007
The undersigned as owner with legal rights to drill on the property as permitted above, hereby verifies that

the information as submitted in the previously approved application to drill, remains valid and does not
require revision. Following is a checklist of some items related to the application, which should be verified.

« If located on private land, has the ownership changed, if so, has the surface agreement been
updated? | ! Yes ® No

» Have any wells been drilled in the vicinity of the proposed well which would affect the spacing or
siting requirements for this location? (_! Yes (@ No

» Has there been any unit or other agreements put in place that could affect the permitting or operation
of this proposed well? | | Yes (® No

» Have there been any changes to the access route including ownership, or rightof- way, which could
affect the proposed location? ([ ! Yes (® No

* Has the approved source of water for drilling changed? ! Yes (® No

» Have there been any physical changes to the surface location or access route which will require a
change in plans from what was discussed at the onsite evaluation? (! Yes (® No

. — Approved by the
* Is bonding still in place, which covers this proposed well? (®! Yes | ! No ytah Division of

Oil, Gas and Mining
Signature: Karin Kuhn Date: 12/7/2009
Title: Sr. Engineering Technician Representing: ELK RESOURCES LLC Date: December 14, 2009

By: \

NN

RECEIVED December 07, 2009
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1E;

GARY R. HERBERT

Governor

® ¢
State of Utah

DEPARTMENT OF NATURAL RESOURCES

MICHAEL R. STYLER
Executive Director

Division of Oil, Gas and Mining

GREGORY 8. BELL JOHN R. BAZA

Lieutenant Governor

CC:

1594 West North Temple, Suite 1210, PO Box 145801, Salt Lake City, UT 84114 -5801
telephone (801) 538-5340 « facsimile (801) 359-3940 « TTY (801) 538-7458 » www.ogm.utah.gov

Division Director

February 3, 2011

Elk Resources, LLC
1401 17th St, Suite 700
Denver, CO 80202

Re: APD Rescinded — Argyle 8-43. Sec. 8 T. 7S. R. 20E
Uintah County, Utah API No. 43-047-38866

Ladies and Gentlemen;

The Application for Permit to Drill (APD) for the subject well was
approved by the Division of Oil, Gas and Mining (Division) on January 31, 2007.
On January 14, 2008, December 24, 2008 and December 14, 2009, the Division
granted a one-year APD extension. No drilling activity at this location has been
reported to the division. Therefore, approval to drill the well is hereby rescinded,

effective February 3, 2011.

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

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

Sincerely,
//l\" .
)*\/\&‘ todl j/l,/ WL&J a W

Diana Mason
Environmental Scientist

Well File DNR
Brad Hill, Technical Service Manager _N )

DI, GAS & MINING
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