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L. INTRODUCTION

The Business Committee of the Ute Indian Tribe (the “Tribe”) of the Uintah and Ouray Indian
Reservation appreciates the opportunity to provide the following comments on the Department of
the Interior’s proposal to update the “Licensed Indian Traders” regulations, at 25 C.F.R. Part
140. The Tribe believes that 25 C.F.R. Part 140 should be updated in order to support and
promote tribal sovereignty, jurisdiction, and self-determination. By updating and streamlining
the regulations, and protecting tribal sovereignty, the Tribe believes that updated regulations will
benefit the Tribe through an improved ability to regulate our resources and trade and commerce
on our Reservation.

The Ute Indian Tribe is a major oil and gas producer. Production of oil and gas began on the
Reservation in the 1940’s and has continued with significant periods of expansion. The Tribe
leases about 400,000 acres for oil and gas development. We have about 7,000 wells that produce
45,000 barrels of oil per day. We also produce about 900 million cubic feet of gas per day.
These amounts are likely to increase. The Tribe relies on its oil and gas development as the
primary source of funding for its tribal government and the services it provides.

Any update to the regulations must affirm tribal sovereignty and preserve tribal jurisdiction over
our lands. The clarification of a tribe’s sovereign power to exercise civil jurisdiction and its
authority to enforce tribal law will help the Ute Indian Tribe better manage the development of
trust resources on our Uintah and Ouray Indian Reservation. The Tribe supports updating the
regulations and we have also provided comments on additional recommendations on what the
proposed rule should contain. These regulations should aim to shift power back into the hands of
Indian tribal governments. We hope that our concerns are taken into account and incorporated
into the proposed and final rule.

I1. GENERAL COMMENTS

The Department must keep two overarching themes in mind when revising the Part 140
Regulations. First, the regulations should support tribal authority to control and regulate tribal
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land and resources while promoting business development and economic growth on reservations
by Indians and non-Indian entrepreneurs. Second, updates to these regulations will only be
successful if the federal government improves its processes for approving permits, leases,
licenses, and other business agreements. The federal government must provide more funding to
better staff local Bureau of Indian Affairs (BIA) Agency Offices so that development of tribal
projects can proceed in a timely manner.

Revising the Part 140 regulations provides the Department with an opportunity to make simple
changes that will result in increased investment and development opportunities in Indian
Country. Updates to the regulations should address the following areas: (1) remove barriers to
investment capital and financing in Indian Country; (2) clarify tribal jurisdiction and regulatory
authority over all (Indian and non-Indian) business activities on Indian lands and empower tribes
to authorize any person to engage in trade within Indian reservations pursuant to the laws of the
tribal government; and (3) clarify taxing authority over commerce in Indian Country.

1. Access to External Funding

The revisions to the Part 140 regulations should remove barriers to investment capital and
financing for tribal enterprises. Tribes need better access to capital for both public sector finance
investments and to develop and grow tribal government-owned enterprises. Tribal government-
owned enterprises are a boon for community development as sources of jobs and income for
local residents and for generating revenue for tribal governmental services. Tribal access to
investors and financing tools is critical to supporting tribal business and sustained economic
growth; however, due to the unique issues associated with doing business in Indian Country,
numerous barriers prevent tribal access to capital and discourage external investment in tribally-
owned enterprises.

An example of this problem is demonstrated by the Tribe’s experience in creating and growing
Ute Energy into a company valued at $1 billion, but due to a lack of access to investment capital
the Tribe was forced to sell the company. Specifically, the Tribe owned 51% of Ute Energy and
sought to obtain the remaining ownership interest of our existing partner in the company, when
that partner took action to wind up the company and sell its assets so that it could get a return on
its original investment in the company. The Tribe explored various types of financing options to
raise the necessary capital, including the use of Tribal Economic Development (TED) Bond
financing, but this was not an option as a previous TED Bond application for the company was
denied because the company was not 100% tribally owned. As a result, the Tribe had to sell its
interest and its exploration and production assets to a non-Indian company—actually a Canadian
non-Indian company, which means that all of the revenue is not only leaving the Reservation, but
also the United States. Restrictions on the ability of tribes to raise capital and invest in our
reservation infrastructure must be addressed.

Another important source of capital for reservation economic development are the Federal
government’s loan guarantee programs for Indian Country. For many years, Interior has
provided loan guarantees through a small but successful program in its Office of Indian Energy
and Economic Development. While this program has been successful, the funding is too small
for energy projects and major economic development projects. Meanwhile the Department of
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Energy’s Indian Energy Loan Guarantee Program was only recently funded more than 10 years
after Congress authorized the program. In addition, the Department of Energy’s program has
only been provided $9 million in funding, less than the funding typically provided for Interior’s
program. These are both good programs and could be important parts of revitalizing reservation
economies, but without a serious commitment from the Federal government, Indian economic
development will continue to suffer as tribes are left without financing or access to capital to
pursue true economic sovereignty and self-determination.

2. Tribal Jurisdiction over all Business Activities on Indian Lands

The Ute Indian Tribe believes that the Part 140 regulations should be updated to provide for
tribal jurisdiction and regulatory authority to regulate all business activities, individuals, and
entities engaging in commerce subject to tribal jurisdiction, and to specifically recognize tribal
authority to regulate and tax non-Indian economic activity on tribal lands. The regulations
should defer to tribal laws and authority to the maximum extent. The Secretary of the Interior
has broad authority under the Indian Trader statutes to do this. The statute at 25 U.S.C. § 262
covers “any person desiring to trade with the Indians” and authorizes any regulations Interior
“may prescribe for the protection of said Indians.”

Our Tribe manages our Reservation through 60 tribal departments and agencies including land,
fish and wildlife management, housing, education, emergency medical services, public safety,
and energy and minerals management. The Tribe has developed its own policies and regulations
that better identify and resolve issues related to development activities on the Tribe’s lands.

One example of a federal agency whose regulatory authority regularly results in inexplicable
delays to a project’s approval is the Fish and Wildlife Service (FWS). The FWS regularly delays
approving and completing its required consultation on energy projects that are crucial to the
Tribe’s economy and ability to provide essential governmental services to our members.
Further, the Tribe has developed its own species-specific management plans to protect
endangered or threatened species on our Reservation, yet the FWS failed to recognize and give
effect to the Tribe’s conservation and mitigation plans despite a Secretarial Order requiring them
to do so.

Despite the progress we have made, our ability to fully benefit from our resources is limited by
the federal agencies overseeing oil and gas development on the Reservation that lack staff and
expertise and impose bureaucratic laws and regulations that serve as barriers to our energy
development. The United States must maintain its treaty and trust responsibilities to Indian
tribes while also supporting Indian self-determination and preventing state and local interference
on Indian lands.

As it stands, federal staff limitations and restrictions on various aspects of oil and gas production
are causing energy companies to limit their activities on the Reservation. The restrictions
currently in place already hamper development and the economic incentive for producers to
operate on the Reservation. As a result, the Tribe is not able to fully develop its resources and
revenues available for tribal operations are limited.
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The Ute Indian Tribe is in the best position to understand the needs of our community, the
sensitivities of our land, the effects of competition off-Reservation, and the market conditions
needed to attract and grow businesses on our Reservation. The federal government should foster
our trade relationship by recognizing and deferring to tribal authority.

3. Clarification of Taxing Authority in Indian Country

The Ute Indian Tribe and the State of Utah have entered into an agreement to share collected tax
revenue to limit the impacts of dual taxation of mineral development on the Tribe’s lands. In the
early 1990’s the Tribe and the State of Utah entered into a tax agreement that has been codified
in the Utah Code as the “Uintah Basin Revitalization Fund.” The Revitalization fund was
created to support government and economic development in the Tribe’s region in return for the
Tribe’s agreement not to impose its own taxes. In general, oil and gas companies operating on
the Tribe’s land pay into the Revitalization Fund based on the removal and production of oil and
gas from mineral interests held in trust by the United States for the Tribe and its members. In
Fiscal Year 2015, out of the $4,150,300 in project funding awarded under the Revitalization
Fund, projects within the Tribe’s Reservation received $1,265,300 or 30.4% of the total amount.
Two counties surrounding the Tribe’s Reservation were awarded the remaining $2,885,000.

The agreement provides that either 33% or 80% (depending on the land status where the well is
located) of severance taxes collected will be deposited into the Fund, although the maximum
annual deposit cannot exceed a statutory cap of $6,000,000. The State keeps either 66% or 20%
of the collected taxes (again, dependent on the land status where the well is located). The State
also keeps all of the severance taxes collected that are in excess of the $6,000,000 maximum
annual deposit. The Revitalization Fund is then used to provide financial resources or grants for
county agencies, the Tribe, and non-Indian and Indian citizens of the Uintah Basin.

The Revitalization Fund has been advantageous to both the Tribe and the State, and we believe
that other tribes and states could use it as model for their own agreements. However, as
beneficial as our agreement has been for the Tribe, there would be no need for the Tribe to share
these tax revenues if the Tribe had clear and exclusive authority to tax natural resource
development, commercial activities, and personal property within its Reservation.

III. CONCLUSION

The Ute Indian Tribe appreciates the opportunity to comment on Interior’s proposal to update the
Licensed Indian Traders Regulations. Again, we commend Interior and BIA for undertaking this
very important endeavor with the overall goals of strengthening and supporting tribal self-
determination, tribal sovereignty and tribal governance. We hope that our comments and
concerns prove informative and beneficial to Interior and BIA.



UTE INDIAN TRIBE
P. O. Box 190
Fort Duchesne, Utah 84026
Phone (435) 722-5141 « Fax (435) 722-5072

Ute Indian Tribe of the Uintah and Ouray Reservation
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On August 23, 2017, the Ute Indian Tribe of the Uintah and Ouray Reservation submitted
comments on the Department of the Interior’s proposal to update the “Licensed Indian Traders”
regulations, at 25 C.F.R. Part 140. As the Tribe stated at that time, 25 C.F.R. Part 140 should be
updated in order to support and promote tribal sovereignty, jurisdiction, and self-determination.
By updating and streamlining the regulations, and protecting tribal sovereignty, the Tribe
believes that updated regulations will benefit the Tribe through an improved ability to regulate
our resources and trade and commerce on our Reservation.

Following the submission of those comments and consultation with Interior officials, the
Ute Indian Tribe collected supplemental materials in support of its comments to further
document the amount of revenue allocated from state taxation of Tribal and Indian lands as part
of the Ute Indian Tribe’s Revitalization Fund Agreement with the State of Utah as well as
information relating to the Ute Indian Tribe’s initial public offering (IPO) of stock in the Tribe’s
energy company, Ute Energy LLC. As the Ute Indian Tribe outlined at the recent consultation
session in Portland, Oregon on August 22, 2017, this IPO was later withdrawn after financial
institutions seeking to underwrite the IPO devalued Ute Energy’s assets by $100 million dollars
simply because the assets were located on Tribal lands. These supplemental materials are
enclosed. Please find enclosed:

e News article summary of the Ute Energy IPO offering

e Ute Energy’s S-1 filing with the Security and Exchange Commission submitted in
relation to the IPO

e Summary of Uintah Basin Revitalization Fund Revenue Approved Project FY-2014-2016

e Uintah Basin Revitalization Fund Agreement

e Uintah Basin Revitalization Fund Statute in Utah Code
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UTE Exchange

A new tribal IPO will finance oil and
gas exploration in Utah, debt reduction

BY MARK FOGARTY

cnver-based Ute Encrgy Corp.
D plans to use the proceeds of an

initial public offering (IPO)
of up to $250 million in stock to repay
somc of its parent company Utc Encrgy
LLC'’s debts and for oil and natural gas
exploration and development programs
in the Uinta Basin of northeast Utah.

The parent firm, founded in 2005
by the Ute Indian Tribe of the Uintah
and Ouray Reservation, currently has
two revolving credie facilities, one for
$500 million and a second licn
credit facility of $50 million.
(Revolving credit means that any
amount that is repaid is cligible
to be borrowed again.)

“We have a multiycear inven-
tory of development drilling and
exploration projects in the Uinta
Basin,” the company said of its
exploration and devclopment
efforts in an S-1 registration
statement filed with the Sceuri-
ties and Exchange Commission
(SEC) on January 5. Utc Encrgy
said it had “idencified 5.791 gross
(2.680.1 nex) porential drilling
locations (609 grass (340.1 ncS
of which are proved undeveloped),
targeting multiple zones in the Green
River and Wasatch formarions.”

Ute Energy will apply to list on the
New York Stock Exchange with the
stock symbol UTE. Credit Suissc Sc-
curities (USA) and Goldman, Sachs &
Co. are underwriting the stoek offer-
ing. Because the SEC mandatces a com-
pany “quict period” around the time
of stock offerings, telephone messages
and e-mails to Joseph N. Jaggcrs, Ute
Energy president and chicf executive
officer, werc not returned.

The company noted that 60 percent
of its net acreage and 62 percent of its
net identified potential drilling sites arc

on tribal land or leascd from the tribe:
“We have accumulated approximatcly
162,695 net leasehold acres in the cstab-
lished and highly prospective Uinta Ba-
sin, approximatcly 94 percent of which
are undeveloped.... As of September 30,
2011, our cstimated net proved reserves
were 35.1 MMBoc (million barrels of
oil cquivalent), approximately 23 per-
cent of which were classified as proved
developed and approximatcly 88 per-
cent of which were comprised of oil”

UTESIPO proc mir will f und oil-natural gas exploration.

Prior to this planned IPO, the com-
pany said it had changed its focus:
“During 2010, we shifted our focus
from participating primarily in nonop-
crated positions to establishing a sig-
nificant portfolio of operated acrcage
and growing our assct base primarily
through operated drilling activitics.”
As part of this change, the firm, which
employs 44 pcople—including at its
second location in Fort Ducicsnc.
Utah—hired Jaggers, who had been
president of Bill Barrett Corp., another
oil and natural gas company.

The firm stated that it began drilling
“our first operated well in our Rand-
lete project area in April 2011 We

IndlanCountryTodayMedlaNetwork.com February 8, 2012

had drilled 22 gross (22 net) opcrated
wells as of September 30, 2011 with a
100 percent success rate.”

It also said it had deployed “a second
operated drilling rig to the basin in No-
vember 2011, and we expect to d(.ploy
a third drilling rig by mid-ycar 2012...
Our 2012 drilling program contemplates
the drilling of approximately 123 gross
(109.7 nct% operated wells utilizing two
opcrated drilling rigs for the full ycar”

Ute Energy plans to develop its iden-
tified potential drilling locations “pri-
marily through vertical drilling and
utilization of multistage fracture stimu-
lation techniques. We continue to cvalu-
atc the potential for horizontal drilling to
target zones such as the Uteland Butte,
the Mahogany Oil Shale and the Black
Shale/G-1 Lime as well as the potential
for enhanced recovery techniques, such
as waterfloods, to improve results and in-
crease oil and gas recoveries.”

As of December 21, 2010,
the company had rotal assets of
$99.7 million. “Our total 2012
capital expenditure budger is
cxpected to be approximatcly
$315 million, consisting of ap
proximately $297 million for
drilling and complction costs, of
which 74 percent is for operated
wells,” officials said, according to
the $-1 registration statement.

On November 30, Ute Energy

“acquired approximately 29,281
nct fee, state and federal acres
with 751 identificd potential
drilling locations in Horseshoc
Bend and approximatcly 6,062 net fec
and allotted acres in Randlett with
221 identified potential drilling loca-
tions, for approximately $100 million
in cash.... We opcrate all of the ap-
proximarely 6,062 ner acres acquived
in Randlewe and substancially all of
the Appmxim.\tcl_\' 29,281 nee acres ac
quired in Horseshoe Bend.”

e brm had netearnings of $11.7 ml
lion in 2010 and $50.8 million for the
ninc months cnding September 30,
2011. It does not expect to declare to pay
cash dividends on their common stock.
Indced, “We anticipate that our new
credit facility will restrice the payment
of dividends on our common stock.”
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Prior to this offering, there has been no public market for our common stock. Theinitial public offering price of
our common stock is expected to be between $ and $ per share. We will apply to list our common stock
on the New Y ork Stock Exchange under the symbol “UTE.”

The underwriters have an option to purchase a maximum of additional shares of our common stock from
the selling stockholders.

Investing in our common stock involvesrisks. Pleaseread “ Risk Factors’ beginning on page [e].
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Y ou should rely only on the infor mation contained in thisdocument or to which we have referred you.
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Industry and Market Data

The industry and market data and certain other statistical information used throughout this prospectus are based
on independent industry publications, government publications or other published independent sources. Some datais
also based on our good faith estimates. Although we believe these third-party sources are reliable and that the
information is accurate and complete, we have not independently verified the information.



PROSPECTUS SUMMARY

This summary highlightsinformation contained el sewhere in this prospectus. Because it is abbreviated, this
summary does not contain all of the information that you should consider before investing in our common stock. You
should read the entire prospectus carefully before making an investment decision, including the information
presented under the headings“ Risk Factors,” “ Cautionary Note Regarding Forward-Looking Statements’ and
“ Management’ s Discussion and Analysis of Financial Condition and Results of Operations’ and the historical
financial statements and unaudited condensed pro forma financial information and related notes thereto included
elsawhere in this prospectus. Unless otherwise indicated, information presented in this prospectus assumes that the
underwriters’ option to purchase additional shares of common stock from the selling stockholders is not exercised.

Unless otherwise indicated, our estimated net proved reserves, average net daily production and related
operational data presented in this prospectus as of and for the three and nine months ended September 30, 2011
give pro forma effect to the properties acquired in the Horseshoe Bend acquisition asif such properties were
acquired on January 1, 2011, and information related to our operated acreage position in Horseshoe Bend includes
certain acreage in Ouray Valley that is subject to a vote of the working interest owners to determine the operator.
Please read “ — Horseshoe Bend Acquisition” beginning on page [ o] of this prospectus. For a detailed explanation
of the basisfor our estimated net proved reserves and average net daily production, please read * — Summary
Historical and Pro Forma Operating and Reserve Data.”

Prior to completion of this offering, Ute Energy Upstream Holdings LLC will convert from a Delaware limited
liability company to a Delaware corporation and change its name to Ute Energy Corporation. Unless the context
otherwise requires, referencesto “we,” “us,” “our,” the “ company” and “ Ute Energy” refer to Ute Energy
Upstream Holdings LLC before the compl etion of our corporate reorganization and Ute Energy Corporation as of
the completion of our corporate reorganization and thereafter. Referencesto “ our parent” refer to our parent
company, Ute Energy LLC, before the completion of our corporate reorganization. We have included a glossary of
certain oil and natural gasterms used in this prospectusin Appendix A.

UTE ENERGY CORPORATION
Overview

We are an independent oil and natural gas company engaged in the exploration, devel opment, production and
acquisition of oil and natural gasreserves with a primary focus on acquiring and devel oping oil reserves. We have
accumulated approximately 162,695 net leasehold acres in the established and highly prospective Uinta Basin,
approximately 94% of which are undeveloped. We are currently focused on exploration and development in the
Green River and Wasatch formations, which we believe have significant resource potential and are characterized by
multiple oil producing horizons with long-life reserves. As of September 30, 2011, our estimated net proved
reserves were 35.1 MMBoe, approximately 23% of which were classified as proved devel oped and approximately
88% of which were comprised of oil. For the three and nine months ended September 30, 2011, our average net
daily production from our properties was 4,172 Boe/d and 3,408 Boe/d, respectively. For the month ended October
31, 2011, our average net daily production from our properties was 4,711 Boe/d.

The Ute Indian Tribe of the Uintah and Ouray Reservation (the “Tribe”) formed our parent company, Ute
Energy LLC, in 2005 to participate in the exploration and devel opment of the Tribe' s mineral estate in the Uinta
Basin. The Tribe partnered with leading oil and gas operators in the Uinta Basin to devel op its oil and natura gas
properties. In 2007, Quantum Energy Partners and Quantum Resources Management made their initia investment in
our parent company, which provided our parent with the capital to accel erate operations and fund the cost of
developing its properties. We were formed by our parent in 2008 to manage the oil and natural gas operations
distinctly from our parent’s midstream activities.

During 2010, we shifted our focus from participating primarily in non-operated positions to establishing a
significant portfolio of operated acreage and growing our asset base primarily through operated drilling activities.
Asapart of this grategy, we hired a management team and technical personnel with significant industry and
operational experience. Since our strategic shift, we have increased our operated acreage position in the Uinta Basin
through an active leasing and acquisition program and we have balanced our portfolio of tribal acreage with the
addition of significant interestsin fee, state, federal and allotted lands. As of September 30, 2011, we have 75,420




net operated acres, which represents 46% of our total net acreage position, and we have 64,827 net acres on fee,
dtate, federal and allotted lands, which represents 40% of our total net acreage position. Additionally, we
commenced drilling of our first operated well in our Randlett project areain April 2011. We had drilled 22 gross
(22 net) operated wells as of September 30, 2011 with a 100% success rate, and we operated 32% of our average net
daily production for the month ended September 30, 2011.

In addition to expanding our operated acreage position, we continue to derive substantial benefits from our non-
operated properties throughout the Uinta Basin. As of September 30, 2011, we have participated in 326 gross (96.9
net) non-operated wells. These wells are operated by other leading operatorsin the basin, including Berry
Petroleum Corporation (“Berry Petroleum”), Bill Barrett Corporation (“Bill Barrett”) and Newfield Exploration
Company (“Newfield”). Our participation in non-operated project areas offers attractive return opportunities and
enables usto gain additional exposure to emerging resource plays without committing all of the capital required to
drill the wells during the early-stage testing and refinement of drilling and completion techniques in emerging aress.
For example, our operating partners are leading the devel opment of an emerging horizonta play targeting the
Uteland Butte producing zone of the lower Green River formation. Through November 2011, we have participated
in eight gross (2.25 net) horizontal Uteland Butte wells drilled by our operating partners.

Our oil and natural gas properties are divided among multiple project areas within the Uinta Basin. These
project areas are described in more detail under the heading “— Our Core Project Areas’ beginning on page [e] of
this prospectus. The following table presents a summary of acreage, reserves, production and identified potential
drilling locations for each of our project areas as of the dates, and for the periods, indicated.

Average Net
Daily
Production
Estimated Net Proved Reserves as of (Boe/d) for the
Net Acreage September 30, 211 ThreeMonths Identified Potential Drilling
as of % of Total Ended Locations as of
September 30, Proved September 30, September 30, 2011(2)
2011 MM Boe(1) Reserves % Oil 2011 Gross Net
Randlett .......ccooovveierinenenee 39,351 12.9 37% 93% 925 935 844.0
Horseshoe Bend 29,281 84 24% 100% 301 751 523.7
Rocky Paint............ 10,789 - - - - 472 205.0
Blacktail Ridge 28,569 7.6 22% 7% 1,451 594 290.6
North Monument Bultte... 11,724 53 15% 79% 816 1,027 256.8
Bridgdand.........c.cccoeuvunene. 9,883 0.5 1% 58% 458 530 185.5
Lake Canyon 30,371 0.3 1% 69% 133 1,465 366.3
(©]171 SIS 2,727 0.1 0% 0% 88 17 8.2
Total ..ccrrreceee 162,695 351 100% 88% 4172 5,791 2,680.1

(1) OneBoeisequa to one Bbl of oil or six Mcf of natura gas based on an approximate energy equivalency. Thisisaphysical
correlation and does not reflect a value or price relationship between the commodities.

(2) Toidentify our potential drilling locations, we anayze both our own proprietary information as well as industry data
availablein the public domain. Specifically, petrophysical data derived from open holelogs and cores and production data
from operated and non-operated wells provide the technical basis from which weidentified the potential |ocations. We also
adjust locations for topographical issues as well as environmental and cultura concerns. Our identified potential drilling
locations are scheduled out over many years, and thereis no guarantee that all or even a substantial portion of these potentia
drilling locations will be drilled. Based on our currently projected capital expenditure budget, we estimate that we will have
drilled approximately 234 gross wells on these potentia |ocations by the end of 2012 and approximately 2,209 by the end of
2016. In addition, we are not the operator of 68% of our gross (45% net) identified potentid drilling locations, and because
we are not the operator of these properties we have limited control over the timing of drilling of the wells, or whether wells
will bedrilled at al, on these properties.

We have a multi-year inventory of development drilling and exploration projects in the Uinta Basin. We
believe that the size and concentration of our acreage will allow us to efficiently grow our reserves, production and
cash flow over time. As of September 30, 2011, we have identified 5,791 gross (2,680.1 net) potential drilling
locations (609 gross (340.1 net) of which are proved undevel oped), targeting multiple zones in the Green River and
Wasatch formations. To accelerate our drilling program, we deployed a second operated drilling rig to the basin in
November 2011, and we expect to deploy athird drilling rig by mid-year 2012. We may deploy additional operated
drilling rigs to the basin should drilling results, market conditions and drilling permit availability allow usto further




accelerate our drilling program in the near term. As of September 30, 2011, our partnerswere operating four drilling
rigsin our non-operated project aress.

We plan to develop our identified potentia drilling locations primarily through vertical drilling and utilization
of multi-stage fracture stimulation techniques. We continue to eval uate the potential for horizontal drilling to target
zones such as the Uteland Buitte, the Mahogany Oil Shale and the Black Shale/G-1 Lime as well asthe potential for
enhanced recovery techniques, such as waterfloods, to improve results and increase oil and gasrecoveries.

Our total 2012 capital expenditure budget is expected to be $[e] million, conssting of:
$[ ] million for drilling and completing operated wells;
$[ ] million for drilling and completing non-operated wells;
$[ @] million for maintaining our leasehold position;

$[ ] million for constructing strategic infrastructure to support production in our core project areas;
and

$[e] million in unallocated funds for general corporate purposes.

The amount and allocation of capital we spend may fluctuate materially based on drilling results, market
conditions and drilling permit availability. Please read “Management’ s Discussion and Analysis of Financial
Condition and Results of Operations—Liquidity and Capital Resources.”

Our Competitive Strengths
We bdlieve the following competitive strengths will allow us to successfully execute our business strategies:

Large, regionally focused acreage position in an established and highly prospective oil resource area. We
have a substantial and concentrated acreage position of approximately 162,695 net acres in the Uinta Basin,
approximately 94% of which isundeveloped. We believe our acreage position is highly prospective,
primarily for crude oil within multiple target zones of the Green River and Wasatch formations, including
the Uteland Butte. The Uinta Basin has along history of exploration and devel opment activity with
substantial remaining resource potential. According to IHS, Inc., the Uinta Basin has produced 1.3 billion
Boe of crude oil and natural gas since commercia production began in the 1940s, and, according to Wood
Mackenzie, the Uinta Basin has remaining recoverabl e reserves, defined as proved plus probable reserves,
of 3.1 hillion Boe.

Multi-year inventory of identified potential drilling locations targeting crude oil zones. We have an
inventory of 5,791gross (2,680.1 net) identified potential drilling locations in the Uinta Basin. Our drilling
activity focuses on producing crude ail, with al of our identified potential drilling locations targeting crude
oil zones. For the nine months ended September 30, 2011, we drilled or participated in 100 gross (45.4 net)
wells with a 100% success rate. We currently plan to drill 234 gross (160.5 net) wells within our existing
project areas by the end of 2012.

Management and technical teamwith extensive public company experience in resource play devel opment.
Our senior management and technical team has a successful record of identifying, acquiring and devel oping
resource plays and has an average of over 25 years of oil and gasindustry experience, with extensive
operating experience in the Rocky Mountain region and particular experience in the Uinta Basin. Our
technical team includes engineers, geoscientists, landmen and regulatory specialists. Our team has enabled
us to expand our asset base and successfully execute our strategic shift to growing our operated production
and acreage position. In addition, our team has significant public company experience asaresult of prior
work for companies such as Barrett Resources Corporation, The Williams Companies, Inc., Bill Barrett and
Rosetta Resources Inc.




Sgnificant liquidity and financial flexibility to fund our drilling program  Following this offering, we
expect to have no debt outstanding under our new $ million revolving credit facility, with
approximately $ million available for borrowing and $ million of cash on hand. We expect
that the cash proceeds from this offering and funds avail able under our new credit facility, together with the
cash flows from our operations, will be sufficient to fund our anticipated capital expenditures. Moreover, as
the operator of a Sgnificant portion of our acreage position, we expect to have control over the level and
pace of a significant portion of our capital expenditures as we develop our properties. To allow for more
predictable cash flows in the near term, we maintain an active hedging program with an average of 3,808
bbl/d of crude oil production hedged in 2012 at a weighted average minimum price of $94.16 per bbl as of
November 30, 2011.

Strong relationship with the Tribe. Approximately 60% of our acreage and 62% of our net identified
potential drilling locations are located on Ute tribal lands or are leased from the Tribe. Our relationship
with the Tribe has been instrumental in building an asset base that includes both high growth devel opment
properties and properties with exposure to emerging Uinta Basin resource plays. Following this offering,
the Tribe will own approximately % of our outstanding common stock, which we believe may give
us a competitive advantage in acquiring additional mineral interests on Ute tribal lands. Moreover, we
believe that our reationship with the Tribe provides us with a significant competitive advantage in securing
drilling and operating permits on Ute tribal 1ands and otherwise working with government entities with
oversight authority for oil and natural gas exploration and production on Utetribal lands.

Our Business Strategy

Our goal isto increase stockholder value by growing our reserves and increasing our production and cash flows
by executing the following strategies:

Focus on aggressive expansion of operated drilling activities. We intend to aggressively drill our current
operated acreage to maximize the value of our resource potential. We have 75,420 net operated acres,
which are 97% undevel oped with approximately 1,844 identified potential drilling locations. We believe
that the concentration and growth of our operated propertieswill enable usto achieve economies of scale
on drilling service costs and |easehold operating expenses. Our 2012 drilling program contemplates the
drilling of approximately 133 gross (116.3 net) operated wells utilizing two operated drilling rigs for the
full year. We expect to deploy a third drilling rig by the middle of 2012 to support the development of our
Rocky Point and Horseshoe Bend properties. We may deploy additional drilling rigsto the basin should
drilling results, market conditions and drilling permit availability allow usto accelerate our drilling
program in the near term.

Apply operating experience to enhance returns. We are focused on the continuous improvement of our
operating practices and have significant experience in converting resource opportunities into cost-effective
development projects. We intend to draw on our technical team’ s significant experience in utilizing modern
drilling and compl etion techniques to optimize our resource recovery in a cost efficient manner. In the near
term, our primary focus will be the use of vertica drilling and multi-stage fracturing techniquesto
potentially enhance resource recovery, and we will continue to eval uate the effectiveness of horizontal
drilling, down-spacing and waterflooding as a means to further increase resource recovery.

Continue to participate in drilling on non-operated leasehold acreage. Our participation in non-operated
project areas offers attractive return opportunities and enables us to gain additional exposureto emerging
resource plays without committing all of the capital required to drill the wells during the early-stage testing
and refinement of drilling and completion techniques. For example, our operating partners are leading the
development of an emerging horizontal play targeting the Uteland Butte producing zone of the lower Green
River formation. Through November 2011, we have participated in eight gross (2.25 net) horizontal
Uteland Butte wells drilled by our operating partners. We plan to apply the knowledge and expertise gained
from participating in the drilling and compl etion of these wells to target prospective horizontal Uteland
Butte or other prospective horizontal zonesin our operated portfolio of oil and natural gas properties. In
addition, we believe that the knowledge and expertise gained through our non-operated positions will




enhance our ability to continue the efficient growth of our operated acreage positions throughout the Uinta
Basin.

Allocate capital to strategic infrastructure to support our upstream operations. We will continue to
identify and fund strategic infrastructure projects to reduce risks, increase marketing flexibility and enhance
the value of our business. For example, we are ingtalling a high pressure gas gathering system within our
Randlett project area, which will connect to a pipeline system that flows to the Chipeta natural gas
processing plant. We have contracted capacity on this pipeline system and have secured 25,000 Mcf/d of
processing capacity at the Chipeta plant. Our Randlett gathering system will provide an outlet for

associated natural gas from our oil wells, which will minimize therisk of a curtailment of oil production
due to lack of takeaway capacity for produced natural gas. In addition, the gathering system will enable us
to realize additional value on our future natura gas production, as this production will be gathered and
transported to the Chipeta plant whereit will be processed to recover marketable natural gasliquids.

Pursue acquisitionsin areas that leverage our operating strengths. In the near term, we intend to identify
and acquire additional acreage and producing propertiesin the Uinta Basin, with an emphasis on increasing
our operated asset base. Over time, we may selectively target additional basinsin the Rocky Mountain
region or other resource opportunities with characteristics similar to our existing areas of operationsto
leverage our operating strengthsin areas outside the Uinta Basin.

Our CoreProject Areas
Randlett

We operate all of our propertiesin our Randlett project area and have approximately 39,351 net |easehold acres
with an average 86% working interest. We acquired our initial acreage in Randlett in December 2010 and
commenced drilling activities in April 2011. As of September 30, 2011, we had drilled atotal of 22 wells, with 18
wells completed and producing and four wells awaiting completion. All of our wells drilled in Randlett have been
vertically drilled wells targeting the Green River formation, and we expect to have commenced drilling three wells
targeting the Wasatch formation by the end of 2011.

We have completed al of our Randlett wells in the Uteland Butte zone of the Green River formation, which is
one of several zones we currently complete in our vertical drilling program. We believe this areamay also be
prospective for ahorizonta drilling program targeting the Uteland Butte zone. In addition, we anticipate
implementing a pilot waterflood program as part of our 2012 capital expenditure budget. Other operatorsare
currently utilizing this secondary recovery technique in nearby fields.

Horseshoe Bend

We acquired our Horseshoe Bend propertiesin November 2011. We operate substantially all of our Horseshoe
Bend properties, and have approximately 29,281 net leasehold acres with an average working interest of 66% and 50
gross (33.9 net) producing wells. Operatorship with respect to approximately 3,993 net leasehold acres in Ouray
Valley remains subject to a vote of theworking interest owners. The Horseshoe Bend project area abuts the
northwest corner of Randlett and represents a substantial expansion of our operated |easehold and drilling inventory.
We plan to commence operated drilling activitiesin this area during the second half of 2012, primarily targeting the
Green River and Wasatch formations with vertically drilled wells. We believe this areamay al so be prospective for a
horizontal drilling program targeting the Black Shale/G-1 Lime and Uteland Butte zones of the Green River
formation and provide additional opportunities for future waterflooding.

Rocky Point

We operate 50% of our approximately 10,789 net leasehold acres in the Rocky Point project area, and Newfield
operates the remaining 50%. Our operated leasehold acres are adjacent to the western boundary of Randlett. We
hold a 75% working interest in our operated position and a 30% working interest in our non-operated position. We
expect to commence drilling in Rocky Point by mid-year 2012 with our initial drilling program primarily targeting
the lower Green River and Wasatch formations.




Blacktail Ridge

We have anon-operated interest in approximately 28,569 net leasehold acres in our Blacktail Ridge project
area. Our working interestsin our Blacktail Ridge wells are typically either 25% or 50%, depending on participation
in prior wells. Bill Barrett operates our Blacktail Ridge acreage position and has historically drilled vertical wells
primarily targeting the Wasatch formation. We believe this area may also be prospective for ahorizontal drilling
program targeting the Uteland Butte and Black Shale zones. We participated in Bill Barrett’ sfirst horizontal well in
Blacktail Ridge targeting the Uteland Butte zone, which was completed in November 2011.

North Monument Butte

We hold a 25% working interest covering approximately 11,724 net leasehold acres in the North Monument
Butte project area. Newfield operates North Monument Butte, and the wells in this project area primarily target the
Green River formation. Newfield recently began testing the deeper Wasatch formation. We believe North
Monument Butte provides additional opportunities for both horizontal drilling of multiple zones and waterflooding
of the Green River formation to increase recovery of reserves.

Bridgeland

We hold a 35% working interest covering approximately 9,883 net leasehold acres in the Bridgeland project
area. Newfield operates Bridgeland, and the wells in this project area primarily target the Green River formation.
Newfield is currently testing the Wasatch formation.

Lake Canyon

We hold a 25% working interest covering approximately 30,371 net leasehold acres in the Lake Canyon project
area. Bill Barrett and Berry Petroleum operate Lake Canyon, and thewells in this project area primarily target the
Green River and Wasatch formations. The operators are evaluating the emerging horizontal Uteland Butte play in
Lake Canyon. To date, we have participated in five gross (1.25 net) horizontal Uteland Butte wells drilled by Bill
Barrett and two gross (0.50 net) horizontal Uteland Butte wells drilled by Berry Petroleum.

Hor seshoe Bend Acquisition

On November 30, 2011, we acquired approximately 29,281 net fee, state and federal acres with 751 identified
potential drilling locations in Horseshoe Bend and approximately 6,062 net fee and allotted acres in Randlett with
221 identified potential drilling locations, for approximately $100 million in cash, subject to customary post-closing
purchase price adjustments. This acquisition significantly increased our operated | easehold acreage position from
32% to 46%, increased our identified potentia drilling locations by 20%, and increased our net fee, state, federal
and allotted acres by 120%. We operate all of the approximately 6,062 net acres acquired in Randlett and
substantially all of the approximately 29,281 net acres acquired in Horseshoe Bend. However, operatorship with
respect to approximately 3,993 net acresin Ouray Valley remains subject to a vote of the working interest owners.

In addition to significantly increasing our operated acreage position and our inventory of undevel oped acreage,
the acquidition included 50 producing wells in our Horseshoe Bend project area with 8.4 MMBoe of proved reserves
as of September 30, 2011. The average net daily production from these wells was 301 Boe/d for the three months
ended September 30, 2011 and 415 Boe/d for the month ended September 30, 2011.

Our Relationship with Quantum Energy Partners

Quantum Energy Partnersisaleading private equity firm founded in 1998 to make investments in the energy
sector. Quantum Energy Partners currently has more than $6.5 billion in assets under management. The employees
of Quantum Energy Partners are experienced energy professionals with expertise in finance and operations and
broad technical skillsin the oil and natural gas business. In connection with the business of Quantum Energy
Partners, these employees review a large number of potential acquisitionsand areinvolved in decisionsrelating to
the acquidtion and disposition of oil and natural gas assets by the various portfolio companies in which Quantum
Energy Partners owns interests.




In 2007, Quantum Energy Partners and one of its affiliates, Quantum Resources Management (together with
Quantum Energy Partners, “Quantum”), made an initial investment in our parent to provide a portion of the capita
necessary for our parent to enhance its operations and fund the development of its oil and gas properties. Since then,
Quantum has continued to provide support and resources to us, which has alowed us to further enhance our
operations and increase our capabilities. Following this offering, Quantum Energy Partners and Quantum Resources
Management will continue to be two of our largest stockholders.

Risk Factors

Investing in our common stock involves risks that include the speculative nature of oil and natural gas
exploration, competition, volatile oil and natural gas prices and other material factors. In particular, the following
considerations may offset our competitive strengths or have a negative effect on our business strategy as well as on
activities on our properties, which could cause a decrease in the price of our common stock and result in aloss of all
or aportion of your investment:

A substantial or extended declinein oil and, to alesser extent, natural gas prices may adversely affect our
business, financial condition or results of operations and our ability to meet our capital expenditure
obligations and financial commitments.

Our exploration, development and production projects require substantia capital expenditures. We may be
unable to obtain sufficient capital or financing on satisfactory terms to fund our operations or drilling
program, which could lead to expiration of our leases or adecline in our oil and natural gasreserves.

Drilling for and producing oil and natural gas are high risk activities with many uncertainties that could
adversely affect our business, financial condition or results of operations.

The identified potential drilling locations that we decide to drill may not yield oil or natural gasin
commercia quantities.

Our identified potential drilling location inventories are scheduled over many years, making them
susceptible to uncertainties that could materially alter the occurrence or timing of their drilling.

If wefail to drill wells or establish production sufficient to maintain our acreage, we may lose future rights
to drill our current acreage.

Thereislimited transportation and refining capacity for our yellow and black wax crude oil, which may
limit our ability to sell our current production or to increase our production.

Our estimated proved reserves are based on many assumptions that may turn out to be inaccurate. Any
significant inaccuracies in these reserve estimates or underlying assumptions will materialy affect the
guantities and present value of our reserves.

Currently, amajority of our oil producing properties are located on the Uintah and Ouray Reservation,
making us vulnerable to risks associated with tribal sovereignty laws and regulations pertaining to the
operation of oil and gas properties on Native American tribal lands.

All of our producing properties and operations are located in the Uinta Basin region, making us vulnerable
to risks associated with alack of geographic diversification.

We have alimited history of operating our drilling locations and may be unableto realize our target returns
on thedrilling locations that we operate.

The concentration of our capital stock ownership among our largest stockholders and their affiliates will
limit your ability to influence corporate matters.




For adiscussion of theserisks and other considerations that could negatively affect us, including risksrelated to
this offering and our common stock, please read “Risk Factors’ beginning on page [e] and “Cautionary Note
Regarding Forward-Looking Statements.”




Cor por ate Reor ganization

In connection with this offering, Ute Energy Upstream Holdings LLC will convert to a Delaware corporation,
change its name to Ute Energy Corporation and our membership interests will be converted into shares of
common stock in our corporation. Asaresult of the conversion, Ute Energy LLC will own the then outstanding
shares of our common stock. Immediately prior to the closing of this offering, Ute Energy LLC will distribute al of
its shares of our common stock to its membersin accordance with their respective membership interests, and we and
the selling stockholderswill issue  shares of our common stock to the public.

The following diagram illustrates our ownership structure based on total shares of common stock outstanding
after giving effect to this offering and our related corporate reorganization and assuming no exercise of the
underwriters’ option to purchase additional shares of common stock from the selling stockholders.

Quantum®'! The Tribe'

Lte Energy Carparatian
FYNIE L

Public Siockholders

(D Includes  shares of common stock held by an affiliate of Quantum Energy Partnersand  shares of common stock held
by an affiliate of Quantum Resources M anagement.

(2) Includes  shares of common stock held by Ute Energy Holdings LLC, an entity wholly-owned and controlled by the
Tribe.

Cor porate Infor mation

Our principa executive offices arelocated at 1875 Lawrence Street, Suite 200, Denver, Colorado 80202, and
our telephone number at that address is (720) 420-3200. We maintain a website at www.uteenergy.com. Information
on our website or any other website is not incorporated by reference herein and does not constitute a part of this

prospectus.



http://www.uteenergy.com

Common stock offered by Ute Energy ................
Common stock offered by the selling
StOCKNOIAErS. ...
Total common stock offered..........ceveeveeneennene
Common stock to be outstanding after the
OFfENTNG et
Common stock owned by the selling

stockholders after the offering ...,

Option to purchase additional shares...................

Use Of Proceeds........cooceeeieeeiieiiee e

Dividend PoliCy......c.cevieiiiiiiiieeiee e

New York Stock Exchange symbal......................

RISK fACOrS....uuueeiiiii e

The Offering

shares

shares ( sharesif the underwriters option to purchase
additional sharesis exercised in full)

shares ( sharesif the underwriters option to purchase
additional sharesis exercised in full)

shares

shares ( sharesif the underwriters option to purchase
additional sharesis exercised in full)

The sdlling stockholders have granted the underwriters a 30-day
option to purchase up to an aggregate of additional shares of
our common stock.

We expect to receive approximately $ million of net proceeds
from the sale of the common stock offered by us, based upon the
assumed initial public offering price of $ per share (the
midpoint of the price range set forth on the cover page of this
prospectus), after deducting underwriting discounts and estimated
offering expenses. We will use approximately $ million of the
net proceeds from this offering to repay in full debt that we intend
to assumein connection with this offering. The remaining net
proceeds of approximately $  million will be used to fund our
exploration and devel oppment program and for general corporate
purposes. We will not receive any proceeds from the sale of shares
by the selling stockholders. Affiliates of certain of the underwriters
are lenders under our parent’s credit facilities and therefore will
indirectly receive a portion of the proceeds of this offering in
connection with the repayment of the debt assumed by us. Please
read “Use of Proceeds,” “Management’s Discussion and Analysis
of Financial Condition and Results of Operations—Liquidity and
Capital Resources—Capital resources—Parent credit facilities’
and “Underwriting.”

We do not anticipate paying any cash dividends on our common
stock. In addition, we anticipate that our new credit facility will
restrict the payment of dividends on our common stock. Please
read “Dividend Policy.”

We intend to apply to list our common stock on the New Y ork
Stock Exchange (the “NY SE”) under the symbol “UTE.”

Y ou should carefully read and consider the information beginning
on page [e] of this prospectus set forth under the heading “Risk
Factors’ and all other information set forth in this prospectus
before deciding to invest in our common stock.
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Summary Historical and Unaudited Pro Forma Financial Data

Y ou should read the following summary financial datain conjunction with “Selected Historical and Unaudited
Pro FormaFinancia Data,” “ Summary—Corporate Reorganization,” “Management’s Discussion and Analysis of
Financial Condition and Results of Operations’ and our historical financial statements and unaudited pro forma
financial information and related notes thereto induded el sewhere in this prospectus. The financial dataincluded in
this prospectus may not be indicative of our future results of operations, financia position and cash flows.

Set forth below is our summary historical financial data for the years ended December 31, 2008, 2009 and 2010
and the nine months ended September 30, 2010 and 2011 and balance sheet data as of December 31, 2009 and 2010
and September 30, 2011. Historical financial data for the years ended December 31, 2008, 2009 and 2010 and
bal ance sheet data as of December 31, 2009 and 2010 are derived from the audited financial statements of Ute
Energy Upstream Holdings LLC. The financial statements as of and for the year ended December 31, 2010 have
been audited by KPMG LLP, an independent registered public accounting firm, and are included elsawherein this
prospectus. The financial statements as of December 31, 2009 and for the years ended December 31, 2008 and 2009
have been audited by Erhardt Keefe Steiner & Hottman PC, an independent registered public accounting, and are
included elsewherein this prospectus.

Our higorical financial data as of September 30, 2011 and for the nine months ended September 30, 2010 and
2011 are derived from the unaudited financial statements of Ute Energy Upstream Holdings LLC, which are
included elsewherein this prospectus. The pro formafinancial data as of and for the nine months ended September
30, 2011 give effect to the Horseshoe Bend acquisition described in “ Summary—Horseshoe Bend Acquisition” and
our corporate reorganization as described in “ Summary—Corporate Reorganization” and are derived from our
unaudited pro forma financial information included e sewhere in this prospectus. All unaudited financial information
has been prepared on a basis consistent with our audited financial statements and the notes thereto and includes all
adjustments, consisting of normal recurring adjustments, necessary for afair presentation of such information.

. Pro Forma
Historical for the Nine
Nine M onths Ended M onths Ended
Y ear Ended December 31, September 30, September 30,
2008 2009 2010 2010 2011 2011
(Unaudited) (Unaudited)
(In thousands)
Statement of operations data:
Oil and gasreVENUES............cooceeeveerreeesseesiesieeens $ 14123 $ 10119 $ 39,087 $ 26048 $ 56871 | $ 62,914
Expenses:
Lease operating EXPENSES..........co..eveuvereesueranns 2,046 1,658 4,466 2,539 7,503 8,576
Production taXeS.........c.evevevereeresseesessnssesans 996 1,998 2,860 2,437 2,741 3,004
Gathering and transportation expenses.............. 800 1,113 2,274 1,546 3,586 3,620
Depl etion, depreciation and amortization.......... 7,792 5,594 13,852 9,313 20,508 22,093
EXplOrati on EXPENSES.........vvvcveereeesesieesseessans - 40 60 59 68 68
Impairment of oil and gas propertiesand dry
NOIE EXPENSE......vvcvecveree et 1,354 - - - - -
General and administrative expenses................. 1,653 1,067 3,237 1,635 5,235 5,235
Total operating costs $ 14,641 $ 11,470 $ 26,750 $ 17,530 $ 39,642 $ 42,597
Operating income (10SS) ......c..ovvvvereeeeereeerernes (517) (1,351) 12,337 8,518 17,229 20,314
Other income (expense):
Unrealized gain (loss) on derivative
INSITUMENES.....eoeeeee et - (936) (1,616) 2,271 36,175 36,175
Realized gain (loss) on derivative
INSIUMENES. ...eoovvoeeseeeeeeeess s - (896) 1,082 1,112 (518) (518)
Interest expense (339) (274) (439) (283) (945) (3,095)
Write-off of deferred debt issue cogts.............. - - - - (814) (814)
Other INCOME (EXPENSE) ...cvvvveeeerrreessneeeeeerveeeeees 76 38 35 (16) - -
Total other income (expense) (263) (2,067) (938) 3,084 33,898 31,748
Net income (loss) before incometaxes........... (780) (3,418) 11,399 11,602 51,127 52,065
INCOMe tax EXPENSE(L) .oooooevrvvvevvrveeeessssesns - - - - - (19,066)
NEE INCOME (1059) cvrrrrersessersreseesessessn $ (7800 $ (3418) $ 11399 $ 11602 $ 51127 | $ 32,999
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Pro Forma

Asof as of
As of December 31, September 30, | September 30,
2009 2010 2011 2011

(Unaudited) (Unaudited)
(In thousands)
Balance sheet data:

Cash and cash equivalents.........c........... $ 62 $ 67 $ 217 | $ 217
Net property, plant and equipment........... 34,296 88,846 190,838 291,363
Total 8SSES ...ccccveeeieeeteece e 37,407 99,662 241,823 342,348
Long-termdebt........cccoevvieeniinieee e - 10,000 36,847 85,797
Total owner' s eqUItY......cceeverereereereennnns 31,334 66,551 167,704 150,270
Nine M onths Ended
Y ear Ended December 31, September 30,
2008 2009 2010 2010 2011
(Unaudited)
(I'n thousands)
Cash flow data:
Net cash provided by (used in) operating
ACHVITIES oo, $ 9659 $ (13100 $ 23118 $ 15027 $ 33,558
Net cash used in investing activities............. (27,298) (10,491) (56,417) (30,352) (107,785)
Net cash provided by (used in) financing
ACHVITIES .o, 17,649 11,955 33,205 18,615 74,377
Pro Forma
for the Nine
Months
Nine Months Ended Ended
Y ear Ended December 31, September 30, September
2008 2009 2010 2010 2011 30, 2011
(Unaudited) (Unaudited)
(I'n thousands)
Other financial data:
Adjusted EBITDAX(2)...cvecvrereeeeerrerieeene $ 8,628 $ 3,387 $ 27,078 $ 19,389 $ 37287 | $ 41,960

(1) Asadisregarded entity for federa income tax purposes, we are taxed at the member unitholder level rather than at the
company level. Following the corporate reorgani zation described in this prospectus, we will be taxed at the company level.
As aresult, for periods following the corporate reorgani zation, our financial statements will include atax provision on our
income. On a pro forma basis after giving effect to the corporate reorgani zation, we would have recorded atax provision
(benefit) of approximately $3.8 million, ($1.4) million and ($0.4) million for the years ended December 31, 2010, 2009 and
2008 and approximately $18.8 million and $4.3 million for the nine months ended September 30, 2011 and 2010. On a pro
forma basi s after giving effect to the corporate reorgani zation and the Horseshoe Bend acquisition, we would have recorded
atax provision of approximately $19.1 million for the nine months ended September 30, 2011.

(2) Adjusted EBITDAX isanon-GAAP financiad measure. For adefinition of Adjusted EBITDAX and areconciliation of
Adjusted EBITDAX to our net income (loss) and net cash provided by operating activities, pleaseread “— Non-GAAP
Financial Measure” below.

Non-GAAP Financial Measure

Adjusted EBITDAX isa supplemental non-GAAP financial measure that is used by management and external
users of our financial statements, such asindustry analysts, investors, lenders and rating agencies.

We define Adjusted EBITDAX as earnings before interest expense, income taxes, depreciation, depletion and
amortization, asset retirement obligation accretion, property impairments, exploration expenses, unrealized
derivative gains and losses, non-cash compensation expense and other non-recurring items. Adjusted EBITDAX is
not a measure of net income or cash flows as determined by United States generally accepted accounting principles,
or GAAP.

Management believes Adjusted EBITDAX is useful because it allows us to more effectivel y evaluate our
operating performance and compare the results of our operations from period to period without regard to our
financing methods or capital structure. We exclude the items listed above from net incomein arriving at Adjusted
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EBITDAX because these amounts can vary substantially from company to company within our industry depending
upon accounting methods and book values of assets, capital structures and the method by which the assets were
acquired. Adjusted EBITDAX should not be considered as an adternative to, or more meaningful than, net income or
cash flows from operating activities as determined in accordance with GAAP or asan indicator of our operating
performance or liquidity. Certain items excluded from Adjusted EBITDAX are significant componentsin
understanding and assessing a company’ s financial performance, such as acompany’s cost of capital and tax
structure, as well as the historic costs of depreciable assets, none of which are components of Adjusted EBITDAX.
Our computations of Adjusted EBITDAX may not be comparable to other smilarly titled measures of other
companies. We believe that Adjusted EBITDAX isawidely followed measure of operating performance and may
also be used by investors to measure our ability to meet debt service requirements.

The following tables present areconciliation of the non-GAAP financia measure of Adjusted EBITDAX to the
GAAP financial measures of net 10ss and net cash provided by operating activities, respectively.

Pro For ma for
the Nine Months

Nine M onths Ended Ended
Year Ended December 31, September 30, September 30,
2008 2009 2010 2010 2011 2011
(Unaudited) (Unaudited)

(In thousands)
Reconciliation of Adjusted
EBITDAX to net income (l0ss):

Net income (10SS) ...c.vevereeneeneerierenieneeens $ (780 $ (3418) $ 11,146 $ 11,988 $ 51,127 | $ 32,999
Change in unredized (gain) loss on (36,175)
derivative insruments............c.ccee.... - 936 1,616 (2,271) (36,175)
INterest eXPense. .......ccovveereeereesieeeseeenn 339 274 439 283 945 3,095
Depletion, depreciation and 22,093
aMOrtization........cccveeeereeneeseeneeneenes 7,792 5,594 13,852 9,313 20,508
Impairment of oil and gas properties
and dry hole expense........c.cccevveenne 1,354 - - - - -
Write-off of deferred debt issue costs...... - - - - 814 814
Exploration eXpenses..........ccceevevereenennn. - 40 60 59 68 68
INCOME LAXES.....evvveieeeeeiieeeeeeeeeeeeeeeeeeeeens - - - - - 19,066
(07111 SO (76) (38 (39 16 - -
Adjusted EBITDAX ..coveeereeeeeerere $ 8628 $ 3387 $ 27078 $ 19389 $ 37287 | $ 41,90
Nine M onths Ended
Year Ended December 31, September 30,
2008 2009 2010 2010 2011
(Unaudited)

(I'n thousands)
Reconciliation of Adjusted EBITDAX to net cash
flows provided by (used in) operating activities:

Net cash provided by (used in) operating activities............ $ 9659 $ (13100 $ 23118 $ 15027 $ 33,558
INLErESt EXPENSE. ...ttt ettt 339 274 439 283 945
EXPlOratiOn EXPENSES.....cc.veieriieerieeeeeeesieenee e sieeneeseeneeens - 40 60 59 68
Amortization in iNterest EXPENSE.....covververereereeerseereeens - - (193) (154) (111)
Changesinworking capital ..........cccoceevvreeniiennseseeee e (1,294) 4,423 3,430 4,159 2,858
ONET ..ottt (76) (3% 225 16 (31
AjUSLED EBITDAX oo seseeesseeseeeeseeeesese s $ 8628 $ 3387 $ 27078 $ 19389 $ 37287
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Summary Historical and Pro Forma Operating and Reser ve Data

The following table presents summary historical and pro forma data with respect to our estimated net proved oil
and natural gas reserves as of the dates indicated. The estimated reserve and related data presented as of and for the
nine and three months ended September 30, 2011 give effect to the properties acquired in the Horseshoe Bend
acquisition asif such properties were acquired on January 1, 2011. Please read “ Summary — Horseshoe Bend
Acquisition” beginning on page [e] of this prospectus. The estimated reserve data presented as of December 31,
2008 and 2009 are based on reports prepared by Cawley, Gillespie & Associates, Inc., independent reserve
engineers (“Cawley Gillespi€’), and the estimated reserve data presented as of December 31, 2010 is based on a
report prepared by Ryder Scott Company, L.P., independent reserve engineers (“Ryder Scott”). Thereserve
estimates presented as of September 30, 2011 are based on eval uations prepared by our internal reservoir engineers.
Thereserve estimates presented as of December 31, 2008 were prepared consistent with the former rules and
regulations of the Securities and Exchange Commission, or the SEC, regarding oil and natural gas reserve reporting
in effect for such period. Thereserve estimates as of December 31, 2009 and 2010 and as of September 30, 2011
were prepared consistent with the SEC’ srules regarding oil and natural gas reserve reporting that are currently in
effect. For additional information regarding our estimated net proved oil and natural gas reserves, aswell asthe
impact of the SEC’ srules governing the presentation of reserve information, pleaseread “Business — Our
Operations — Estimated proved reserves.”

Asof
As of December 31, September 30,
2008 2009 2010 2011
Reserve Data(1):
Estimated proved reserves:
Oil (MMBDIS)...c.eeviieeiiiieesieeee e 0.9 35 71 30.9
Natural gas (BCf).....coovererieereeneeseeseesee e esee e neeens 3.6 8.4 17.3 225
Natural Gas Liquids (MMBDIS) .......ccccoviivniveiiiirnnnne 0.0 0.1 0.2 0.5
Total estimated proved reserves (MMBOEg) .............. 15 5.0 10.2 35.1
Estimated proved developed (MMBOE).........cccveeeneene 14 14 3.8 8.2
Percent developed ........coocveeviieniiesee e 96% 27% 37% 23%
Estimated proved undeveloped (MMBOE)..........c.cc..... 0.1 3.6 6.4 26.9
PV-10 (in mMillioNS)(2) ....cveveveveerereeieresee e $ 14.1 $ 25.8 $ 1126 $ 4964
Standardized Measure (in millions)(3).........cccceeveeveeirennas $ 14.1 $ 25.8 $ 1126 $ 4964

The following table sets forth the benchmark prices used to determine our estimated proved reserves from
proved oil and natural gas reserves on ahistorical basis for the periods indicated.

Asof
As of December 31, September 30,
2008 2009 2010 2011
Oil and Natural GasPrices (1):
Ol (PEr BB .o $44.60 $61.18 $79.43 $94.50
Natural gas (per MMBLU) .......ccceveveviereieeieeceeeeee e $5.71 $3.87 $4.38 $4.16

(1) Benchmark pricesfor oil and natural gas at September 30, 2011 and a December 31, 2010 and 2009 reflect the unweighted
arithmetic average first-day-of -the-month prices for the prior 12 months, using NYMEX WTI posted prices for oil and
NYMEX Henry Hub prices for natura gas. At December 31, 2008, the year-end benchmark prices for oil and natural gas
reflect NYMEX WTI pricesfor oil and NYMEX Henry Hub pricesfor natura gas were used. For oil and natural gasliquids
volumes, the benchmark WTI posted priceis adjusted for qudity, transportation fees and regional price differentids. The
adjustment varies by project area, and the prices used to cal cul ate estimated reserves as of September 30, 2011 reflected a
weighted average discount from benchmark prices of 17%. For gas volumes, the Henry Hub spot priceis adjusted for energy
content, transportation fees and regional price differentias. The adjustment varies by project area, and the prices used to
cal cul ate estimated reserves as of September 30, 2011 refl ected a weighted average discount from benchmark prices of 3%.

(2) PV-10isanon-GAAP financia measure and generally differs from Standardized Measure, the most directly comparable
GAAP financial measure, because it does not include the effects of income taxes on future net revenues. However, our PV-
10 and our Standardized Measure are equivalent because as of the period presented, we were a disregarded entity for federa
income tax purposes. Accordingly, no provision for federa or state corporate income taxes has been provided because
taxable income is passed through to our equity holders. However, in connection with the closing of this offering, we will
convert into a corporation that will be ataxable entity for federa income tax purposes. As aresult, we will be ataxable
entity for federal income tax purposes and our future income taxes will be dependent upon our future taxable income.
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Neither PV-10 nor Standardized Measure represents an estimate of the fair market value of our oil and natural gas
properties. We and othersin the industry use PV-10 as a measure to compare the relative size and value of proved reserves
held by companies without regard to the specific tax characteristics of such entities.

Standardized M easure represents the present value of estimated future net cash inflows from proved oil and natural gas
reserves, less estimated future devel opment, production, plugging and abandonment costs determined in accordance with
the rules and regul ations of the SEC without giving effect to non-property related expenses, such as general and
administrative expenses, interest and income tax expenses, or to depreciation, depletion and amorti zation, discounted at 10%
per annum to reflect timing of future cash flows. As a disregarded entity for federa income tax purposes, we are not subject
to federal income taxes and thus make no provision for federal income taxesin the cal culation of our Standardized Measure.
In connection with the closing of this offering, we will convert into a corporation that will be ataxable entity for federal
income tax purposes. Future cal culations of Standardized Measure will include the effects of income taxes on future net
revenues. Standardized M easure does not give effect to derivative transactions. We expect to continue to hedge a substantia
portion of our future estimated production from tota proved producing reserves. For further discussion of income taxes,
please read “Management’s Discussion and Analysis of Financia Condition and Results of Operations.”

The following table sets forth summary data with respect to our production results, average sales prices and

production costs on a historical and pro formabasis for the periods presented. The unaudited pro forma information
gives effect to the Horseshoe Bend acquisition asif it had occurred on January 1, 2011.

@

NineMonths  NineMonths Three Months

Ended Ended Ended
Year Ended December 31, September 30, September 30, September 30,
2008 2009 2010 2010 2011 2011

Operating data:
Net production volumes:
Oil (MBDIS) ..ot 148.8 164.9 510.9 342.4 708.3 301.6
Natural gas (MMcf) 636.2 571.3 1,275.6 835.8 1,196.1 437.7
Natural gas liquids (MBbls) 7.6 6.2 8.8 7.0 22.7 9.3

Oil equivalents (MBOE).........cccceurueueenne 262.4 266.3 732.3 488.7 930.3 383.8

Average daily production (Bog/d)........... 719 730 2,006 1,790 3,408 4.172
Aver age sales prices:
Qil, without realized derivatives (per

BBI) e $ 6990 $ 4243 $ 6764 3 67.36 $ 69.34 $ 7545
Qil, with realized derivatives(1) (per

BBI) o 69.90 47.86 66.66 65.57 70.88 77.23
Natural gas, without realized

derivatives (per Mcf)....coeevvveeererercrnene. 5.16 3.48 411 4.26 4.76 4,56
Natural gas, with realized derivatives

(per Mcf) 5.16 3.48 3.55 3.84 4.18 5.06
Natural gas liquids (per Bbl) .... 61.64 38.93 56.95 55.71 73.88 72.94
Costs and expenses (per Boe of

production):
Lease operating eXPenSseS ......ccovvveeeervereennas 7.80 6.23 6.10 5.20 8.06 8.04
Production taXes .........ccceueeeeceeneneneneeenerenens 3.79 7.50 391 4.99 2.95 4.28
Gathering and transportation expenses........ 3.05 4.18 311 3.16 3.85 491
Depletion, depreciation and

AMOTIZALION ... 29.69 21.01 18.92 19.06 22.04 21.21

Realized prices include realized gains or losses on cash settlements for our commodity derivatives.
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RISK FACTORS

Y ou should carefully consider the risks described bel ow before making an investment decision. Our business,
financial condition or results of operations could be materialy adversely affected by any of theserisks. Thetrading
price of our common stock could decline dueto any of these risks, and you may lose all or part of your investment.
Risks Related to the Oil and Natural GaslIndustry and Our Business
A substantial or extended declinein oil and, to a lesser extent, natural gas prices may adversely affect our
business, financial condition or results of operations and our ability to meet our capital expenditure obligations
and financial commitments.

The price we receive for our oil and, to alesser extent, natural gas, heavily influences our revenue, profitability,
access to capital and future rate of growth. Oil and natural gas are commodities and, therefore, their pricesare
subject to wide fluctuations in response to relatively minor changes in supply and demand. Historically, the markets
for oil and natural gas have been volatile. These markets will likely continue to be volatile in the future. The prices
we receive for our production, and the levels of our production, depend on numerous factors beyond our control.
These factors include the following:

worldwide and regional economic conditions impacting the global supply and demand for oil and natural
gas,

the actions of the Organization of Petroleum Exporting Countries, or OPEC;

political conditionsin or affecting other oil-producing and natura gas-producing countries, including the
current conflicts in the Middle East and Africa and conditions in South Americaand Russia;

the level of global oil and natural gas exploration and production;

the level of global oil and natural gas inventories;

costs associated with exploration and devel opment;

speculation as to the future price of oil and the speculative trading of oil and natural gas futures contracts;

localized supply and demand fundamental s and transportation availability;

the availability of refining capacity;

wesather conditions and natural disasters,

domestic and foreign governmental regulations;

price and availability of competitors supplies of oil and natural gas;

technological advances affecting energy consumption;

the impact of energy conservation efforts and the price and availahility of aternative fuels; and

the price and quantity of imports of foreign oil and natural gas.

Substantially all of our production issold to purchasers at market based prices. Lower oil and, to alesser extent,

natural gas prices will reduce our cash flows, borrowing ability and the present value of our reserves. For more
information, pleaseread “— Our exploration, devel opment and production projects require substantial capital

expenditures. We may be unable to obtain sufficient capital or financing on satisfactory terms to fund our operations
or drilling program, which could lead to expiration of our leases or a declinein our oil and natural gasreserves.”
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In addition, lower oil and natural gas prices may also reduce the amount of oil and natural gasthat we can
produce economically and may affect our proved reserves. For more information, pleaseread “— The present value
of future net revenues fromour proved reserveswill not necessarily be the same as the current market value of our
estimated oil and natural gas reserves.” Please also read “—If oil and natural gas prices decrease, we may be
required to take write-downs of the carrying values of our oil and natural gas properties.”

Our exploration, development and production projects require substantial capital expenditures. We may be
unableto obtain sufficient capital or financing on satisfactory termsto fund our operations or drilling program,
which could lead to expiration of our leasesor a declinein our oil and natural gas reserves.

Our exploration and devel opment activities are capital intensive. We make and expect to continue to make
substantial capital expendituresin our business for the exploration, devel opment and production of our oil and
natural gas properties. Our cash flows used in investing activities were $56.4 million and $107.8 million related to
capital and exploration expenditures for the year ended December 31, 2010 and the nine months ended September
30, 2011, respectively. Our anticipated capital expenditure budget for 2012 is approximately $[e] million, with
approximately $[e] million allocated for drilling and compl etion operations. To date, our capital expenditures have
been financed by contributions from our parent, the source of which was equity contributions by the Tribe and
Quantum to our parent, bank borrowings and net cash provided by operating activities. The actual amount and
timing of our future capital expenditures may differ materialy from our estimates asaresult of, among other things,
changes in commodity prices, actua drilling results, drilling permit availability, the availability of drilling rigs and
other services and equipment, and regulatory, technological and competitive devel opments.

Anincrease in product prices could result in adesire to increase our capital expenditures. We expect to finance
our future capital expenditures primarily through cash flows provided by operating activities, borrowings under our
new credit facility as well asthe net proceeds from this offering. Our financing needs, however, may require usto
alter or increase our capitalization substantially through the issuance of debt or additional equity securities. The
issuance of additional debt may require that a portion of our cash flows provided by operating activities be used for
the payment of principal and interest on our debt, thereby reducing our ability to use cash flows to fund working
capital, capital expenditures and acquisitions. The issuance of additional equity securities would have a dilutive
effect on the value of your common stock.

Our cash flows provided by operating activities and access to capital are subject to anumber of variables,
including:

our proved reserves,

the amount of oil and natural gas we are able to produce from our existing wells;
the price at which our oil and natural gasis sold;

the costs of developing and producing oil and natural gas from our properties;
our ability to acquire, locate and produce new reserves;

our ability to borrow funds; and

our ability to access the equity and debt capital markets.

If our revenues decrease as aresult of lower oil or natural gas prices, operating difficulties, declinesin reserves
or for any other reason, we may have limited ability to obtain the capital necessary to sustain our operations at
current levels. If additional capital isneeded, we may not be able to obtain debt or equity financing on terms
favorableto us, or at all. If cash generated by operations or borrowings available under our new credit facility are
not sufficient to meet our capital requirements, the failure to obtain additional financing could result in a curtailment
of our operations relating to devel opment of our identified potential drilling locations, which in turn could lead to

the possible expiration of our leases and a declinein our oil and natural gas reserves, and could adversely affect our
business, financial condition and results of operations.
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Drilling for and producing oil and natural gasare high risk activities with many uncertainties that could
adversely affect our business, financial condition or results of operations.

Our future financial condition and results of operations will depend on the success of our exploration,
development and production activities. Our oil and natural gas exploration, development and production activities
are subject to numerous risks, including therisk that drilling will not result in commercia oil or natural gas
production. Our decisions to purchase, explore or develop drilling locations or properties will depend in part on the
evaluation of data obtained through geophysical and geological analyses, production data and engineering studies,
the results of which are often inconclusive or subject to varying interpretations. For a discussion of the uncertainty
involved in these processes, pleaseread “— Our estimated proved reserves are based on many assumptions that
may turn out to be inaccurate. Any significant inaccuracies in these reserve estimates or underlying assumptions
will materially affect the quantities and present value of our reserves.” Our cost of drilling, completing and
operating wells is often uncertain before drilling is completed. Overrunsin budgeted expenditures are common risks
that can make a particular project uneconomical. Further, many factors may curtail, delay or cancel our scheduled
drilling projects, including the following:

shortages of or delays in obtaining equipment and qualified personnel;
unavailability of drilling and/or operating permits;
facility or equipment malfunctions;

leaks of ail, natural gas, produced water and other hydrocarbons or osses of these hydrocarbons as a result
of accidents during drilling and completion operations,

unexpected adverse drilling conditions;

unexpected operationa events,

pressure or irregularitiesin geological formations;

adverse weather conditions;

reductionsin oil and natural gas prices,

delays imposed by or resulting from compliance with regulatory requirements,
proximity to and capacity of transportation facilities;

title problems; and

limitations in the market for oil and natural gas.

The identified potential drilling locations that we decide to drill may not yield oil or natural gasin commercial
guantities.

We describe some of our identified potential drilling locations and our plansto explore those potential drilling
locations in this prospectus. Our identified potential drilling locations are in various stages of evaluation, ranging
from locations that areready to drill to locations that will require substantial additiona interpretation. Thereisno
way to predict in advance of drilling and testing whether any particular location will yield oil or natural gasin
sufficient quantities to recover drilling or completion costs or to be economically viable. The use of technologies
and the study of producing fields in the same area will not enable us to know conclusively prior to drilling whether
oil or natural gaswill be present or, if present, whether oil or natural gaswill be present in sufficient quantitiesto be
economically viable. Even if sufficient amounts of oil or natural gas exist, we may damage the potentially
productive hydrocarbon bearing formation or experience mechanical difficulties while drilling or completing the
well, possibly resulting in areduction in production from the well or abandonment of the well. If we drill additional
wells that we identify as dry holesin our current and future drilling locations, our drilling success rate may decline
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and materially harm our business. We cannot assure you that the anal ogies we draw from available data from other
wells, more fully explored locations or producing fields will be applicableto our drilling locations. Further, initial
production rates reported by us or other operatorsin the Uinta Basin may not be indicative of future or long-term
production rates. In sum, the cost of drilling, completing and operating any well is often uncertain, and new wells
may not be productive.

Our identified potential drilling location inventories are scheduled over many years, making them susceptible to
uncertainties that could materially alter the occurrence or timing of their drilling.

Our management team has specifically identified and scheduled certain potential drilling locations as an
estimation of our future multi-year drilling activities on our existing acreage. As of September 30, 2011, only 609 of
our 5,791 specifically identified potentia future gross drilling locations were attributed to proved undevel oped
reserves. These identified potential drilling locations, including those without proved undevel oped reserves,
represent asignificant part of our growth strategy. Our ability to drill and devel op these identified potential drilling
| ocations depends on a number of factors, including oil and natural gas prices, the availability and cost of capital,
drilling and production costs, availability of drilling services and equipment, drilling results, lease expirations, the
availability of gathering systems, marketing and transportation constraints, refining capacity, regulatory approvals
and other factors. Because of the uncertainty inherent in these factors, we do not know if the numerous potential
drilling locations we have identified will ever be drilled or if we will be able to produce ail or natura gas from these
or any other potentia drilling locations.

If wefail to drill wells or establish production sufficient to maintain our acreage, we may lose future rightsto
drill on our current acreage.

As of September 30, 2011, we had exclusive rightsto drill on tribal acres representing 29,705 net acres expiring
in 2012, 3,044 net acres expiring in 2013 and 31,118 net acres expiring in 2014. Unless wells are drilled within the
spacing units covering undevel oped or unearned tribal acres, our rightsto drill on such acreage will expire. The
EDAs with the Tribe require an extension payment equal to the unearned net acres multiplied by the initial bonus
payment per acre to extend the exclusive right to drill on the acreage for an additional five years. In addition, the
tribal EDAs contain minimum annual drilling commitments to maintain the exclusiveright to drill on the acreage
during the terms of the EDAs.

As of September 30, 2011, we had leases on fee, state, federa and allotted lands representing 2,799 net acres
expiring in 2012, 6,504 net acres expiring in 2013 and 10,097 net acres expiring in 2014. Unless production is
established within the spacing units covering the undevel oped acres on these properties, the leases for such acreage
will expire. Any renewal of such leases could reguire usto make significant expenditures, and the cost to renew
these leases may increase significantly. We may not be able to renew all such leases on commercialy reasonable
termsor at al.

If wefail to drill wells or establish production sufficient to maintain our acreage, then our actua drilling
activities may materially differ from those presently identified, which could have a material adverse effect on our
business, financial condition and results of operations.

The development of our proved undevel oped reserves may take longer and may require higher levels of capital
expendituresthan we currently anticipate. Therefore, our proved undevel oped reserves ultimately may not be
developed or produced.

Approximately 77% of our total proved reserves were classified as proved undevel oped as of September 30,
2011. Development of these reserves may take longer and require higher levels of capital expenditures than we
currently anticipate. Delays in the devel opment of our reserves or increases in costs to drill and develop such
reserves will reduce the PV-10 value of our estimated proved undeveloped reserves and future net revenues
estimated for such reserves and may result in some projects becoming uneconomic. In addition, delays in the
development of reserves could cause us to have to reclassify our proved reserves as unproved reserves.
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Thereislimited transportation and refining capacity for our yellow and black wax crude oil, which may limit our
ability to sell our current production or to increase our production.

Most of the crude oil we produce in the Uinta Basin is known as* yellow wax” or “black wax” because it hasa
high paraffin content. Due to its high parrafin content, our transportation options are limited, and most of the il is
transported by truck to refinersin the Salt Lake City area. Our inability to obtain transportation or refining services
or afailure to obtain such services on acceptable terms could limit our ability to sell our current production or
increase our production, which could have a material adverse impact on our financial condition and results of
operations.

We currently have agreementsin place with two area marketers that provide areasonable certainty of base |oad
salesto arearefiners of substantially all of our expected operated production in the Uinta Basin through November
2012 and our operated production on a portion of our acreage through 2014. However, thereisarisk that these
marketers may fail to satisfy their obligations to us under those contracts. In addition, we sall our non-operated
production through our operating partners under their marketing and transportation arrangements. Any delaysin
payments from the purchasers of our crude oil will have an immediate impact on our cash flows. Furthermore, an
extended loss of any of our purchasers could have a material adverse effect on us because there are limited
purchasers of our black and yellow wax crude ail. If we are unable to market our production for any extended period
of time, we may be required to shut in wells, and if our production becomes shut-in, we would be unable to realize
revenue from those wells until other arrangements were made to deliver the products to market. We continue to
work with marketers and our operating partners to expand the market for our existing yellow and black wax crude
oil production and to expand the market to allow for production growth. However, without additional refining
capacity, our ability to increase production from the Uinta Basin may be limited.

Unless we replace our oil and natural gas reserves, our reserves and production will decline over time, which
would adversely affect our business, financial condition and results of operations.

Unless we conduct successful exploration, development and production activities or acquire properties
containing proved reserves, our proved reserves will decline as those reserves are produced. Producing oil and
natural gasreservoirs generaly are characterized by declining production rates that vary depending upon reservoir
characteristics and other factors. Our future oil and natural gas reserves and production, and therefore our cash flows
and income, are highly dependent on our success in efficiently developing our current reserves and economically
finding or acquiring additional recoverable reserves. We may not be able to develop, find or acquire additional
reserves to replace our current and future production at acceptable costs. If we are unable to replace our current and
future production, the value of our reserves will decrease, and our business, financial condition and results of
operations will be adversely affected.

Our estimated proved reserves are based on many assumptions that may turn out to be inaccurate. Any
significant inaccuracies in these reserve estimates or underlying assumptions will materially affect the quantities
and present value of our reserves.

The process of estimating oil and natural gasreservesis complex. It requiresanalysis of available technical data
and many assumptions, including assumptions relating to current and future economic conditions and commodity
prices. Any significant inaccuracies in these analyses or assumptions could materially affect the estimated quantities
and present value of reserves shown in this prospectus. Please read “Business — Our Operations’ for information
about our estimated oil and natural gasreserves and the PV-10 and Standardized Measure of discounted future net
revenues as of September 30, 2011.

To prepare our estimates, we must project production rates and the timing of devel opment expenditures. We
also must analyze available geological, geophysical, production and engineering data. The extent, quality and
reliability of this data can vary. The process al so requires economic assumptions about matters such as oil and
natural gas prices, operating expenses, capital expenditures, taxes and availability of funds. There are numerous
uncertainties inherent in estimating quantities of proved reserves and projecting future rates of production. In
addition, this datais based on vertically drilled wells, which may not accurately reflect production, development or
operating expenditures that may result from the utilization of horizontal drilling techniques.
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Actual future production, oil and natural gas prices, revenues, taxes, development expenditures, operating
expenses and quantities of recoverable oil and natural gas reserves will vary from our estimates. Any significant
negative variance could materially affect the estimated quantities and present value of reserves shown in this
prospectus. In addition, we may adjust estimates of proved reservesto reflect production history, results of
exploration and devel opment, prevailing oil and natural gas prices and other factors, many of which are beyond our
control. Due to the limited production history of our devel oped acreage, the estimates of future production
associated with our undevel oped properties may be subject to greater variance to actual production than would be
the case with properties having alonger production history.

If oil and natural gas prices decrease, we may be required to take write-downs of the carrying values of our ail
and natural gas properties.

We review our proved oil and natural gas properties for impairment whenever events and circumstances
indicate that a declinein the recoverability of their carrying value may have occurred. Based on specific market
factors and circumstances at the time of prospective impairment reviews and the continuing eval uation of
development plans, production data, economics and other factors, we may be required to write down the carrying
value of our oil and natural gas properties, which may result in a decrease in the amount available under our new
credit facility. A write-down constitutes a non-cash charge to earnings. We may incur impairment chargesin the
future, which could have a material adverse effect on our ability to borrow under our new credit facility and our
results of operations for the periods in which such charges are taken.

Our estimates of proved reserves that have not been prepared by an independent reserve engineering firm may
not be asreliable or accurate as estimates of proved reserves prepared by an independent reserve engineering
firm.

Estimates of proved oil and natural gasreserves areinherently uncertain, and any material inaccuracies in our
reserve estimates will materially affect the quantities and values of our reserves. The estimates of the proved
reserves as of September 30, 2011 included in this prospectus were prepared by our internal reserve engineers and
professionals. Our internal estimates of proved reserves may differ materialy from independent proved reserve
estimates as aresult of the estimation process employed by an independent reserve engineering firm. Our internal
proved reserve estimates are based upon various assumptions, including assumptions required by the SEC related to
oil and natural gas prices, drilling and operating expenses, capital expenditures, taxes and availability of funds. Our
interna proved reserve estimates may not be indicative of or may differ materially from the estimates of our proved
reserves as of December 31, 2011 that will be prepared by Ryder Scott.

The present value of future net revenues from our proved reserves will not necessarily be the same asthe current
market value of our estimated oil and natural gas reserves.

Y ou should not assume that the present value of future net revenues from our proved reservesis the current
market value of our estimated oil and natural gasreserves. For the year ended December 31, 2008, we based the
estimated discounted future net revenues from our proved reserves on prices and costs in effect on the day of the
estimate in accordance with previous SEC requirements. In accordance with SEC requirements for the years ended
December 31, 2009 and 2010 and the nine months ended September 30, 2011, we have based the estimated
discounted future net revenues from our proved reserves on the 12-month unweighted arithmetic average of the first-
day-of-the-month price for the preceding twelve months without giving effect to derivative transactions. Actual
future net revenues from our oil and natural gas properties will be affected by factors such as:

actual prices we receive for oil and natural gas;

actual cost of devel opment and production expenditures;
the amount and timing of actual production; and
changes in governmental regulations or taxation.

Thetiming of both our production and our incurrence of expenses in connection with the development and
production of oil and natural gas properties will affect the timing and amount of actual future net revenues from
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proved reserves, and thustheir actual value. In addition, the 10% discount factor we use when cal culating
discounted future net revenues may not be the most appropriate discount factor based on interest rates in effect from
time to time and risks associated with us or the oil and natural gasindustry in general.

Actual future prices and costs may differ materially from those used in the present value estimatesincluded in
this prospectus. If oil prices decline by $1.00 per Bbl, then our PV-10 and Standardized Measure as of December 31,
2010 would decrease approximately $4.2 million, or 4%. If natural gas prices decline by $0.10 per Mcf, then our
PV-10 and Standardized Measure as of December 31, 2010 would decrease approximately $1.1 million, or 1%.

Our estimates of proved reserves as of December 31, 2009, December 31, 2010 and September 30, 2011 have been
prepared under current SEC rulesthat went into effect for fiscal yearsending on or after December 31, 2009,
which may make comparisonsto prior periods difficult and could limit our ability to book additional proved
undevel oped reservesin the future.

This prospectus presents estimates of our proved reserves as of December 31, 2008, 2009 and 2010 and
September 30, 2011. Estimates of our proved reserves as of December 31, 2009 and 2010 and September 30, 2011
have been prepared and presented under SEC rules that are effective for fiscal years ending on or after December 31,
2009 and require SEC reporting companies to prepare their reserve estimates using revised reserve definitions and
revised pricing based on the 12-month unweighted arithmetic average of the first-day-of-the-month price for the
preceding twelve months. The previous SEC rules required that reserve estimates be cal culated using last-day-of-
the-year prices, and our reserve estimates as of December 31, 2008 were prepared on this basis. The benchmark
price that was used for estimates of our reserves as of September 30, 2011 was $94.50 per barrel for oil and $4.16
per MMBtu for gas without giving any effect to our commodity hedges. These prices are the unweighted arithmetic
average of the first day of the month price for the 12 calendar months ending September 30, 2011 and were held
congtant for thelife of each property. Product prices which were actually used for each property reflect all
appropriate adjustments including gravity, quality, local conditions, fuel and shrinkage and distance to market. Asa
result of this change in pricing methodol ogy, comparisons of reserve amounts reported for periods prior to 2009 may
be more difficult.

Ancther impact of the current SEC rulesisa general requirement that, subject to limited exceptions, proved
undevel oped reserves may only be booked if they relate to wells scheduled to be drilled within five years after the
date of booking. This new requirement has limited and may continue to limit our ability to book additional proved
undevel oped reserves as we pursue our drilling program. Moreover, we may be required to write down our proved
undevel oped reserves if we do not drill those wells within the required five-year timeframe.

Currently, amajority of our oil producing properties are located on the Uintah and Ouray Reservation, making
usvulnerable to risks associated with tribal sovereignty laws and regulations pertaining to the operation of ail
and gas properties on Native American tribal lands.

A majority of our oil and gas properties are located on the Uintah and Ouray Reservation (the “ Reservation™).
Operation of oil and gas interests on Native American tribal lands presents unique cond derations and compl exities
that arise from the fact that Native American tribes are “ dependent” sovereign nations located within states but are
subject only to tribal laws and treaties with, and the laws and Congtitution of, the United States. This creates an
overlay of three jurisdictional regimes— Native American, federal and state. These considerations and complexities
could arise around various aspects of our operations, including real property considerations, permitting, employment
practices, environmental matters and taxes.

For example, we are subject to the Ute Tribal Employment Rights Ordinance (the “Employment Act”). The
Employment Act requiresthat we give preference in hiring to members of the Tribe meeting job description
requirements, which may sometimes require us to forego offering positionsto individualsthat are otherwise more
qualified. The Employment Act also requires usto give preference to businesses owned by members of the Tribe
when we are hiring contractors. These regulatory restrictions can negatively affect our ability to recruit and retain
the most highly qualified personnel or to utilize the most experienced and economical contractors for our projects.

Furthermore, because tribal property is considered to be held in trust by the federal government, before we can
take actions such as drilling, pipeline ingallation or similar actions, we arerequired to obtain approvals from various
federal agencies, including the Bureau of Indian Affairs and the Bureau of Land Management. We are a so required
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to obtain approvals from the Tribe for surface use access on certain of our properties. Gaining these approvals could
result in delays in implementation of, or otherwise prevent us from implementing, our development program.

In addition, under the Ute tribal laws and regulations, we could be held liable for personal injuries, property
damage (including site clean-up and restoration costs) and other damages. Failure to comply with these laws and
regulations may also result in the suspension or termination of our operations and subject us to administrative, civil
and criminal penalties, including the assessment of natural resource damages.

For additional information about the legal complexities and considerations associated with our operations on the
Reservation, please read “Business — Laws and Regul ations Pertaining to Oil and Gas Operations on the Uintah
and Ouray Reservation.”

Our operations are subject to various Native American tribal, federal and state environmental and operational
safety laws and regulations that may expose usto significant costs, liabilities and delays.

Our ail and natural gas exploration and production operations occur largely on Tribe Reservation lands and, to a
lesser extent, federal, state or private lands located outside those Reservation lands. Various federal agencies within
the U.S. Department of the Interior, particularly the Bureau of Indian Affairs, Bureau of Land Management and the
Office of Natural Resources Revenue, may promulgate and enforce laws, regulations and/or other approval
requirements addressing environmental conditions and pertaining to oil and natural gas operationson Tribe
Reservation lands.

In addition, our oil and natural gas exploration and production operations, particularly those located outside the
Tribe Reservation lands, may be subject to stringent federal, state, and local laws and regul ations governing the
discharge of materialsinto the environment or otherwise relating to environmental protection. These laws and
regulations may impose numerous obligations that are applicable to our operations including the acquisition of a
permit before conducting drilling or underground injection activities; the restriction of types, quantities and
concentration of materials that can be released into the environment; the limitation or prohibition of drilling
activities on certain lands lying within wilderness, wetlands and other protected areas; and the imposition of
substantial liabilities for pollution resulting from operations. Numerous governmental authorities, such as the EPA,
and anal ogous state agencies have the power to enforce compliance with these laws and regulations and the permits
issued under them, oftentimes requiring difficult and costly actions. Failure to comply with these laws and
regulations may result in the assessment of administrative, civil or criminal penalties; the imposition of investigatory
or remedial obligations; and the issuance of injunctions limiting or preventing some or all of our operations.

Thereisinherent risk of incurring significant environmental costs and liabilitiesin the performance of our
operations due to our handling of petroleum hydrocarbons and wastes, because of air emissions and waste water
dischargesrelated to our operations, and asaresult of historical industry operations and waste disposal practices.
Under certain environmental laws and regul ations, we could be subject to joint and several, strict liability for the
removal or remediation of previoudy released materias or property contamination regardless of whether we were
responsible for therelease or contamination or if the operations were not in compliance with all applicable laws at
the time those actions were taken. Private parties, including the owners of properties upon which our wells are
drilled and facilities where our petroleum hydrocarbons or wastes are taken for reclamation or disposal, may also
have the right to pursue legal actions to enforce compliance as well asto seek damages for non-compliance with
environmental laws and regulations or for personal injury or property damage. In addition, the risk of accidental
spillsor releases could expose usto significant liabilitiesthat could have a material adverse effect on our business,
financial condition or results of operations. Changes in environmental laws and regulations occur frequently, and
any changes that result in more stringent or costly waste handling, storage, trangport, disposal or cleanup
requirements could require us to make significant expenditures to attain and maintain compliance and may otherwise
have amateria adverse effect on our own results of operations, competitive position or financial condition. We may
not be able to recover some or any of these costs from insurance.

Part of the regulatory environment in which we operate imposes, under certain circumstances, federal
requirements to perform or prepare environmental assessments, environmental impact studies and/or plans of
development before commencing exploration and production activities. In addition, our activities are subject to state
regulation of oil and natural gas production and Native American tribe conservation practices and protection of
correlative rights. These added requirements may restrict our operations and limit the quantity of oil and natural gas
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we may produce and sell. A major risk inherent in our drilling plansisthe need to obtain drilling permits from
federal, state, local and/or Native American tribal authorities. Failures or delaysin obtaining regulatory approvals or
drilling permits or the receipt of a permit with extensive restrictions or requiring the incurrence of significant costs
could have amateria adverse effect on our ability to explore on or devel op our properties. In addition, if we
reasonably believe that we cannot obtain required drilling permits covering locations for which we recorded proved
undevel oped reserves in atimely manner, we may be required to write down the level of our proved reserves.

Our ability to enforce our rights against the Tribe islimited by the sovereign immunity of the Tribe.

Although the Tribe has sovereign immunity and generally may not be sued without its consent, a limited waiver
of sovereign immunity and consent to suit has been granted in connection with the Tribe' s Exploration and
Development Agreements with us. These waivers were subject to various United States governmenta approvals,
which we believe have been obtained. If any waiver of sovereign immunity with usis held to be ineffective,
including asaresult of failing to obtain appropriate federal governmental approvals, we could be precluded from
judicially enforcing our rights and remedies against the Tribe.

Obtaining jurisdiction over a Native American tribe, such asthe Tribe, can be difficult. Often, acommercial
dispute with a Native American tribe or tribal instrumentality cannot be heard in federal court because the typical
requirements for federal jurisdiction are absent. It is possible that neither a federal nor a state court would accept
jurisdiction to resolve a matter involving a commercial dispute between us and the Tribe, and no legal recourseto a
state or federal court may be available to us. Pursuant to the waivers of sovereign immunity we have obtained from
the Tribe, the Tribe haswaived its rights to have certain matters resolved in any Ute tribal court or other proceeding
of the Tribe. The Tribe hasatribal court system, and a federa or state court may defer to such tribal courtsif,
contrary to the waivers of sovereign immunity by the Tribe, the Tribe seeks or allegesitsright to seek tribal
proceedings for resolution of a dispute. The Ute tribal courts may not reach the same conclusions that would be
reached in state or federal courts.

Additionaly, any state or federal court judgment requiring satisfaction or enforcement within Ute tribal
territories may require that an order for such enforcement be issued by Utetribal courts. Ute tribal courts do not
have specific rulesrelated to granting full faith and credit to judgments of courts of the United States or any state,
except in limited circumstances.

A significant reduction by the Tribe of their ownership interestsin us could adversely affect us.

The Tribe is our largest stockholder. We believe that the Tribe' s substantial investment in us provides us with a
significant competitive advantage in securing drilling and operating permits on Ute tribal lands and otherwise
working with government entities with oversight authority for oil and natural gas exploration and production on Ute
tribal lands. Following the 180th day after the closing of this offering, however, the Tribe will not be subject to any
obligation to maintain its ownership interest in usand may elect at any time thereafter to sall all or a substantial
portion of or otherwise reduce its ownership interest in us. If the Tribe sells all or a substantial portion of its
ownership interest in us, the Tribe may have less incentive to assist in our success. A lack of assistance from the
Tribe could adversdly affect our ability to successfully implement our business strategies which could adversely
affect our cash flows or results of operations.

All of our producing properties and operations are located in the Uinta Basin region, making us vulnerable to
risks associated with a lack of geographic diversification.

As of September 30, 2011, all of our proved reserves and production were located in the Uinta Basin in
northeastern Utah. Asaresult, we may be disproportionately exposed to the impact of delays or interruptions of
production from these wells caused by transportation capacity constraints, curtailment of production, availability of
equipment, facilities, personnel or services, significant governmental regulation, natural disasters, adverse weather
conditions, plant closures for scheduled maintenance or interruption of transportation of oil or natural gas produced
from the wellsin thisarea. In addition, the effect of fluctuations on supply and demand may become more
pronounced within specific geographic oil and gas producing areas such as the Uinta Basin, which may cause these
conditions to occur with greater frequency or magnify the effect of these conditions. Due to the concentrated nature
of our portfolio of properties, a number of our properties could experience any of the same conditions at the same
time, resulting in arelatively greater impact on our results of operations than they might have on other companies
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that have amore diversified portfolio of properties. Such delays or interruptions could have a material adverse effect
on our financial condition and results of operations. For more information, pleaseread “—Thereis limited
transportation and refining capacity for our yellow and black wax crude oil, which may limit our ability to sell our
current production or to increase our production.”

We are not the operator on a significant portion of our identified potential drilling locations, and, therefore, we
will not be ableto control the timing of exploration or development efforts, associated costs, or the rate of
production of any non-operated assets.

We are not the operator on approximately 32% of our identified gross potentia drilling locations
(approximately 55% of our identified net potential drilling locations). As aresult, we may have limited ability to
exercise influence over the operation of the drilling locations or subsequent production with respect to wells
operated by our partners. Dependence on the operator could prevent us from realizing our target returns for those
locations. The success and timing of exploration and devel opment activities operated by our partners will depend on
anumber of factorsthat will be largely outside of our control, including:

the timing and amount of capital expenditures,
the operator’ s expertise and financial resources,
approval of other participantsin drilling wells;
selection of technology; and

therate of production of reserves, if any.

Thislimited ability to exercise control over the operations of a majority of our identified potentia drilling
locations may cause a material adverse effect on our results of operations and financial condition.

We have a limited history of operating our drilling locations and may be unableto realize our target returns on
the drilling locations that we operate.

Historically, we have not operated our drilling locations. Asaresult of our limited history as an operator, we
may incur higher costs related to the drilling, completion and operation of wells on the drilling locations that we
operate as compared to larger, more experienced operators. Our inability to effectively and efficiently operate the
drilling locations on which we are the operator could have a materia adverse effect on our financia condition,
results of operations and reserves.

Competition in the oil and natural gasindustry isintense, making it more difficult for usto acquire properties,
market oil and natural gas and secure trained personnel. In addition, because we are a relatively small company,
we may be disproportionately affected by adverse operational, financial and other eventsin the ordinary course
of our business.

Our ahility to acquire additional oil and natural gas properties and to find and develop reservesin the future will
depend on our ability to evaluate and select suitable properties and to consummate transactionsin a highly
competitive environment for acquiring oil and natural gas properties, marketing oil and natural gas and securing
equipment and trained personnel. Also, thereis substantial competition for capital available for investment in the ail
and natural gasindustry. Asarelatively small oil and natural gas company, many of our competitors possess and
employ financial, technical and personnel resources substantially greater than ours. Those companies may be able to
pay more for productive oil and natural gas properties and exploratory drilling locations or to identify, evaluate, bid
for and purchase a greater number of properties and locations than our financia or personnel resources permit. In
addition, these companies may be able to offer better compensation packages to attract and retain qualified
personnel than we are able to offer. The cost to attract and retain qualified personnel hasincreased over the past few
years due to competition and may increase substantially in the future. We may not be able to compete successfully
in the future in acquiring prospective oil and natural gas properties, devel oping reserves, marketing hydrocarbons,
attracting and retaining quality personnel and raising additional capital, which could have a material adverse effect
on our business.
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Furthermore, events that would not significantly impact the business of larger companies may have a material
adverse effect on our business, financial condition and results of operations. For example, larger companies may be
better able to withstand the financial pressures of unsuccessful drilling attempts, operational incidents, customer
loss, and sustained periods of volatility in financial markets, and may be better able to absorb the burdens resulting
from changesin relevant laws and regulations, all of which could adversely affect our business, financia condition
and results of operations.

The unavailability or high cost of additional drilling rigs, equipment, supplies, personnel and oilfield services
could adversealy affect our ability to execute our exploration and development plans within our budget and on a
timely basis.

We utilize third-party services to maximize the efficiency of our operations. The cost of ail field services may
increase or decrease depending on the demand for services by other oil and gas companies. While we currently have
good working relationships with oil field service companies, we cannot assure you that we will be able to contract
for such services on atimely basis or that the cost of such services will remain at a satisfactory or affordable level.
Shortages or the high cost of drilling rigs, equipment, supplies, personnel or oilfield services could delay or
adversely affect our development and exploration operationsor cause usto incur significant expendituresthat are
not provided for in our capital budget, which could have a material adverse effect on our business, financial
condition or results of operations.

We may incur substantial losses and be subject to substantial liability claimsas a result of our oil and natural gas
operations. Additionally, we may not be insured for, or our insurance may be inadequate to protect us againgt,
theserisks.

We arenot insured againg all risks. Losses and liabilities arising from uninsured and underinsured events could
materially and adversely affect our business, financial condition or results of operations. Our oil and natural gas
exploration and production activities are subject to all of the operating risks associated with drilling for and
producing oil and natural gas, including the possibility of:

environmental hazards, such as uncontrollable flows of ail, natural gas, brine, well fluids, toxic gas or other
pollution into the environment, including groundwater and surface water contamination;

abnormally pressured formations;

mechanical difficulties, such as stuck ailfield drilling and service tools and casing collapse;
fires, explosions and ruptures of pipelines;

personal injuries and death; and

natural disasters.

Any of theserisks could adversely affect our ability to conduct operations or result in substantial 10ssesto us as
aresult of:

injury or loss of life;

damage to and destruction of property, natural resources and equipment;

pollution and other environmental damage and associated clean-up responsihilities;
regulatory investigations, penalties or other sanctions;

suspension of our operations, and

repair and remediation costs.
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We may elect not to obtain insurance if we believe that the cost of available insurance is excessive relative to
therisks presented. In addition, pollution and environmental risks generally are not fully insurable. The occurrence
of an event that is not fully covered by insurance could have a material adverse effect on our business, financial
condition and results of operations.

Seasonal weather conditions and lease stipulations adversely affect our ability to conduct drilling activitiesin
some of the areas where we operate.

Qil and natural gas operationsin the Uinta Basin are adversely affected by seasonal weather conditions and
lease stipulations designed to protect various wildlife. In certain areas on federal lands, drilling and other oil and
natural gas activities can only be conducted during limited times of the year. These limitations restrict our ability to
operate in those areas and can intensify competition during those months for drilling rigs, oilfield equipment,
services, supplies and qualified personnel, which may lead to periodic shortages. These constraints and the resulting
shortages or high costs could delay or temporarily halt our operations and materially increase our operating and
capital costs.

Climate change laws and regulations redricting emissions of “ greenhouse gases’ could result in increased
operating costs and reduced demand for the oil and natural gasthat we produce.

In December 2009, the EPA published its findings that emissions of carbon dioxide, methane and other
greenhouse gases (‘' GHGs' ") present a danger to public health and the environment. Based on these findings, the
EPA began adopting and implementing regul ations that restrict emissions of GHGs under existing provisions of the
federal Clean Air Act, including onethat requires areduction in emissions of GHGs from motor vehicles and
another which requires certain construction and operating permit reviews for GHG emissions from certain large
stationary sources. On May 12, 2010, the EPA aso issued anew “tailoring” rule, which makes certain large
stationary sources and modification projects subject to permitting requirements for GHG emissions under the Clean
Air Act. On September 22, 2009, the EPA issued afinal rule requiring thereporting of GHG emissions from
specified large GHG emission sources in the U.S. beginning in 2011 for emissions occurring in 2010. In addition, on
November 30, 2010, the EPA published a final rule that expandsits existing GHG emissionsreporting rule to
include certain owners and operators of onshore oil and natural gas production to monitor GHG emissions beginning
in 2011 and to report those emissions beginning in 2012. We are currently conducting monitoring of GHG emissions
from our operationsin accordance with the GHG emissions reporting rule but must eval uate the data from those
monitoring activities to determine whether we exceed the threshold level of GHG emissions triggering a reporting
obligation. To the extent we exceed the applicable regulatory threshold level, we will report the emissions
beginning in 2012. Also, Congress has from time to time considered legislation to reduce emissions of GHGs, and
almost one-half of the states, either individually or through multi-state regiona initiatives, already have begun
implementing legal measures to reduce emissions of GHGs. The adoption and implementation of any regulations
imposing reporting obligations on, or limiting emissions of GHGs from, our equipment and operations could require
us to incur significant costs to reduce emissions of GHGs associated with operations or could adversely affect
demand for our production.

Adoption and/or implementation of new air emissions restrictionsin the Uinta Basin could result in increased
operating costs and limits on the devel opment of wellsin the basn.

On July 1, 2011, the EPA promulgated afinal Federal Implementation Plan (*FIP”) that implements federal
New Source Review (“NSR”) pre-construction air pollution control requirementsfor facilities emitting pollutantsin
Indian Country. The FIP establishes two rulesto protect air quality in Indian lands. The first ruleis the Minor NSR
rule, which applies to new and modified minor stationary sources and to minor modifications at existing major
stationary sources found on Indian lands. The second rule isthe Non-Attainment Major NSR rule, which appliesto
new and modified major stationary sourcesin areas of Indian lands that do not meet National Ambient Air Quality
Standards (“NAAQS’) established by the EPA under the federal Clean Air Act. Under the rules, a source owner or
operator will need to apply for a permit before building anew facility or expanding an existing oneif the facility
increases emissions above applicable limitsincluded in therules. The permitting authority, which may be the EPA
or atribe (should the tribe accept del egation of the federal program or develop and implement an EPA-approved
Tribal Implementation Plan), will review the application and grant or deny the air emissions permits. These permits
will undergo public notice and comment as part of the review process. With regard to our operations upon the
Reservation, promulgation of the FIP and establishment of the two permit programs will require usto acquire air
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emissions permits prior to well construction, which could result in delays in siting and devel opment of wells and
increase the costs of development and production although, at this point, we do not expect these requirementsto be
any more burdensome to us than to other similarly situated companies involved in oil and natural gas exploration
and production activities on Indian lands.

In addition, the EPA and severd other agencies are pursuing or planning to pursue monitoring studies to assess
elevated levels of wintertime ground-level ozone found in the recent past in the Uinta Basin. Ground-level ozone, a
gasthat is created by a chemical reaction between nitrogen oxides and volatile organic compounds in the presence
of sunlight, isone of six criteria pollutants regulated by the EPA under the NAAQS. Ambient concentrations of
ground-level ozone were measured in the Uinta Basin between January and March 2010 at levelsin excess of the
NAAQS of 75 parts per billion for an eight-hour average established by the EPA in 2008. No final determination
has been made for the occurrence of elevated concentrations of ozone in the Uinta Basin during the wintertime but a
contributing factor could be oil and gas production in theregion. The EPA, Utah Department of Environmental
Quality, U.S. Fish & Wildlife Service and the federal Bureau of Land Management, among other agencies, are
pursuing or are planning to pursue, individually or collectively, long-term wintertime monitoring for ozone and key
“precursors’ to the chemical formation of ground-level ozonein the Uinta Basin. Any determinations made that
emissions from oil and gas development in the Uinta Basin is adversely contributing to air quality in the Uinta
Basin, including formation of ground-level ozone at levelsin excess of the applicable NAAQS, could result in the
adoption and implementation of restrictive federal, state, regional or local requirementsreating to current or future
oil and gas development in the basin, which restrictions may include increased costs to ingtall added air pollution
control equipment and the possibility of partia or total delays or bansin such developmental activitiesin certain
areas of the basin.

Federal and state legidation and regulatory initiatives relating to hydraulic fracturing could result in increased
costs and additional operating restrictions.

Hydraulic fracturing is an important and common practice that is used to stimulate production of natura gas
and/or oil from dense subsurface rock formations. We anticipate that most, if not al, of the wells we plan to drill
will involve hydraulic fracturing of the producing formations. The hydraulic fracturing process involves the
injection of water, sand and chemicals under pressure into the formation to fracture the surrounding rock and
stimulate production. The processistypically regulated by state oil and natural gas commissions. However, the
EPA recently asserted federal regulatory authority over certain hydraulic fracturing activities involving diesel under
the federal Safe Drinking Water Act and has begun the process of drafting guidance documents related to this newly
asserted regulatory authority. 1n addition, legislation has been introduced before Congress to provide for federal
regulation of hydraulic fracturing and to require disclosure of the chemicals used in the hydraulic fracturing process.
At the state level, some states have adopted and other states are considering adopting regulations that could restrict
hydraulic fracturing in certain circumstances. In the event that new or more stringent federal, state or local lega
restrictions are adopted in areas where we operate, we could incur potentially significant added costs to comply with
such requirements, experience delays or curtailment in the pursuit of exploration, devel opment, or production
activities, and perhaps even be precluded from the drilling of wells.

In addition, there are certain governmental reviews either underway or being proposed that focus on
environmental aspects of hydraulic fracturing practices. The White House Council on Environmenta Quality is
coordinating an administration-wide review of hydraulic fracturing practices, and a committee of the United States
House of Representatives has conducted an investigation of hydraulic fracturing practices. Furthermore, a number
of federal agencies are analyzing, or have been requested to review, a variety of environmental issues associated
with hydraulic fracturing. The EPA has commenced a study of the potential environmental effects of hydraulic
fracturing on drinking water and groundwater, with initial results expected to be available by late 2012 and final
resultsby 2014. Moreover, EPA recently announced on October 20, 2011 that it isa so launching a study regarding
wastewater resulting from hydraulic fracturing activities and currently plansto propose standards by 2014 that such
wastewater must meet before being transported to atreatment plant. In addition, the U.S. Department of Energy is
conducting an investigation of practices the agency could recommend to better protect the environment from drilling
using hydraulic fracturing completion methods. Also, the U.S. Department of the Interior is considering disclosure
requirements or other mandates for hydraulic fracturing on federal lands. Additionally, certain members of
Congress have called upon the U.S. Government Accountability Office to investigate how hydraulic fracturing
might adversely affect water resources; the U.S. Securities & Exchange Commission to investigate the natural gas
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industry and any possible misleading of investors or the public regarding the economic feasibility of pursuing
natural gas depositsin shales by means of hydraulic fracturing; and the U.S. Energy Information Administration to
provide a better understanding of that agency’s estimates regarding natural gas reserves, including reserves from
shale formations, aswell as uncertainties associated with those estimates. These ongoing or proposed studies,
depending on their degree of pursuit and any meaningful results obtained, could spur initiatives to further regulate
hydraulic fracturing under the federal Safe Drinking Water Act or other regulatory mechanisms.

Certain U.S. federal income tax deductions currently available with respect to oil and gas exploration and
development may be eliminated as a result of future legidation.

On September 12, 2011, President Obama sent to Congress a legidative package that includes proposed
legidation that, if enacted into law, would eiminate certain key U.S. federal income tax incentives currently
available to oil and natural gas exploration and production companies. These changes include, (i) the repeal of the
percentage depletion allowance for oil and natural gas properties, (ii) the elimination of current deductions for
intangible drilling and devel opment costs, (iii) the elimination of the deduction for certain domestic production
activities, and (iv) an extension of the amortization period for certain geological and geophysical expenditures.
These proposals also were included in President Obama’ s Proposed Fiscal Year 2012 Budget. It isunclear whether
these or similar changes will be enacted and, if enacted, how soon any such changes could become effective. The
passage of thislegidation or any similar changesin U.S. federal income tax laws could eliminate or postpone certain
tax deductionsthat are currently available with respect to oil and natura gas exploration and devel opment, and any
such changes could have an adverse effect on our financial position, results of operations and cash flows.

We may be subject to risksin connection with acquisitions, and the integration of significant acquisitions may be
difficult.

We periodically evaluate acquisitions of reserves, properties, prospects and leaseholds and other strategic
transactions that appear to fit within our overall business strategy. The successful acquisition of producing properties
requires an assessment of several factors, including:

recoverable reserves,

future oil and natural gas prices and their appropriate differentials;
development and operating costs; and

potential environmental and other liabilities.

The accuracy of these assessmentsisinherently uncertain. In connection with these assessments, we perform a
review of the subject properties that we believe to be generally consistent with industry practices. Our review will
not reveal all existing or potentia problems nor will it permit us to become sufficiently familiar with the properties
to fully assess their deficiencies and potential recoverable reserves. Inspections may not always be performed on
every well, and environmental problems are not necessarily observable even when an inspection is undertaken. Even
when problems are identified, the seller may be unwilling or unable to provide effective contractual protection
againgt all or part of the problems. We often are not entitled to contractual indemnification for environmental
liabilities and acquire properties on an “asis’ basis. Even in those circumstances in which we have contractual
indemnification rights for pre-closing liabilities, it remains possible that the seller will not be able to fulfill its
contractual obligations. Problems with properties we acquire could have a material adverse effect on our business,
financial condition and results of operations.

Significant acquisitions and other strategic transactions may involve other risks, including:

diversion of our management’ s attention to eval uating, negotiating and integrating significant acquisitions
and drategic transactions;

challenge and cost of integrating acquired operations, information management and other technol ogy
systems and business cultures with those of ours while carrying on our ongoing business; and
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challenge of attracting and retaining personnel associated with acquired operations.

The process of integrating operations could cause an interruption of, or loss of momentum in, the activities of
our business. Members of our senior management may be required to devote considerable amounts of time to this
integration process, which will decrease the time they will have to manage our business. If our senior management is
not able to effectively manage the integration process, or if any significant business activities are interrupted as a
result of the integration process, our business could suffer.

Many of the anticipated benefits of sgnificant acquisitions, such asthe Horseshoe Bend acquisition, may not be
realized. If wefail to realize the anticipated benefits of a significant acquidgtion, our results of operations may be
lower than we expect.

We acquired significant assets in connection with the Horseshoe Bend acquisition with the expectation that the
acquisition would result in various benefits, including, among other things, an increase in reserves, producing wells,
and operated assets and diversification of our properties. However, the success of a significant acquisition will
depend, in part, on our ability to realize anticipated growth opportunities from combining the acquired assets or
operations with our existing operations. Even if a combination is successful, it may not be possible to realize the full
benefits we may expect in estimated proved reserves, production volume, cost savings from operating synergies or
other benefits anticipated from an acquisition or realize these benefits within the expected time frame. Anticipated
benefits of an acquisition may be offset by operating losses relating to changes in commodity prices, or in oil and
natural gas industry conditions, or by risks and uncertainties relating to the exploratory prospects of the combined
assets or operations, or an increasein operating or other costs or other difficulties. If wefail to realize the benefits
we anticipate from a significant acquisition, such asthe Horseshoe Bend acquisition, our results of operations may
be adversdy affected.

We may incur losses as a result of title defects in the propertiesin which we invest.

It isour practice in acquiring new oil and gasleases or interests not to incur the expense of retaining lawyers to
examine thetitle to the mineral interest. Rather, we rely upon the judgment of experienced oil and gas lease field
landmen who examine records in the county courthouse or the appropriate governmental office to determine mineral
ownership before we acquire an oil and gas|ease covering a specific mineral interest.

Prior to the drilling of an oil or gaswell, it isthe normal practice in our industry for the operator of the well to
obtain adrilling title opinion from a qualified title attorney to ensure there are no obvioustitle defects on the
property on which the well isto be located. Thetitle attorney will research all documentsthat are of record,
including liens, taxes and all applicable contracts that burden the property. Frequently, as aresult of such
examinations, certain curative work must be doneto correct defects in the marketability of thetitle, and such
curative work entails expense. Our failure to completely cure any title defects may invalidate our title to the property
and adversely impact our ability in the future to increase production and reserves. Additionally, because aless
strenuous title review is conducted on lands where awell has not yet been scheduled, undevel oped acreage has
greater risk of title defects than devel oped acreage. If there are any title defects or defects in assignment of leasehold
rightsin properties in which we hold an interest, we could suffer afinancia loss.

We have incurred losses from operations during certain periods since our inception and may do so in the future.

We incurred net 1osses of $3.4 million and $0.8 million for the years ended December 31, 2008 and 2009,
respectively. Our development of and participation in an increasingly larger number of drilling locations has
required and will continue to require substantial capital expenditures. The uncertainty and risks described in this
prospectus may impede our ability to economically find, develop and acquire oil and natural gas reserves. Asa
result, we may not be able to achieve or sustain profitability or positive cash flows provided by operating activities
in the future.

The loss of senior management or technical personnel could adversdly affect our operations.

To alarge extent, we depend on the services of our senior management and technical personnel. The loss of the
services of our senior management or technical personnel, including Joseph N. Jaggers, our President and Chief
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Executive Officer and other members of our senior management team, could have a material adverse effect on our
operations. We do not maintain, nor do we plan to obtain, any insurance againg the loss of any of these individuals.

We will record substantial compensation expense in the financial quarter in which this offering occurs, and we
may incur substantial additional compensation expense related to our future grants of stock compensation, which
may have a material negative impact on our operating results for the foreseeable future.

We will report substantial non-cash compensation expense on awards that will have vested at the time of this
offering, and we estimate that this expense will be approximately $ million in the quarter in which this
offering is consummated. We may withhold shares of our common stock, which would otherwise be distributed to
them, to satisfy their withholding tax obligations incurred as a result of such stock vesting upon the consummation
of this offering and in the future. If our board e ects to exercise this option upon the consummation of this offering,
we estimate that up to approximately $ million of the proceeds of this offering will be used to fund such
withholding tax payments. In addition, our compensation expenses may increase in the future as compared to our
historical expenses because of the costs associated with our existing and anticipated employee stock-based incentive
plans. These additional expenses will adversely affect our net income. We cannot determine the actual amount of
these new stock-related compensation and benefit expenses at this time because applicabl e accounting practices
generally require that they be based on the fair market value of the options or shares of common stock at the date of
the grant; however, we expect them to be significant. We will recognize expenses for restricted stock awards and
stock options generally over the vesting period of awards made to recipients.

Our derivative activities could result in financial losses or could reduce our income.

To achieve more predictable cash flows and to reduce our exposure to adverse fluctuations in the prices of oil
and natural gas, we currently, and may in the future, enter into derivative arrangements for a portion of our oil and
natural gas production, including collars and fixed-price swaps. We have not designated any of our derivative
instruments as hedges for accounting purposes and record all derivative instruments on our balance sheet at fair
value. Changesin the fair value of our derivative instruments are recognized in earnings. Accordingly, our earnings
may fluctuate significantly as aresult of changesin the fair value of our derivative instruments.

Actual future production of our properties may be significantly higher or lower than we estimate at the time we
enter into derivative contracts for a period. If the actual amount of production is higher than we estimated, we will
have greater commaodity price exposure than we intended. If the actual amount of production islower than the
notional amount that is subject to our derivative financia insgruments, we might be forced to satisfy all or a portion
of our derivative transactions without the benefit of the cash flow from our sale of the underlying physical
commodity, resulting in a substantial diminution of our liquidity. Asaresult of these factors, to the extent we
engage in hedging activities, such hedging activities may not be as effective as we intend in reducing the volatility
of our cash flows.

Derivative arrangements al so expose us to therisk of financial lossin certain other circumstances, including
when:

the counter-party to the derivative insgrument defaults on its contract obligations; or

thereisan increase in the differential between the underlying price in the derivative insrument and actual
prices received.

In addition, these types of derivative arrangements limit the benefit we would receive from increases in the
prices for oil and natural gas and may expose us to cash margin requirements. We cannot assure you that the
commaodity derivative contracts we have entered into, or will enter into, will adequately protect us from fluctuations
inoil prices.
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The recent adoption of derivatives |legidation by the United States Congress could have an adver se effect on our
ability to use commodity derivative contractsto reduce the effect of commodity prices, interest rates and other
risks associated with our business.

The United States Congress recently adopted comprehensive financia reform legidlation that establishes federal
oversight and regulation of the over-the-counter derivatives market and entities, such as us, that participate in that
market. The new legidation, known as the Dodd-Frank Wall Street Reform and Consumer Protection Act (the
“Dodd-Frank Act”) was signed into law by the President on July 21, 2010 and requires the Commodities Futures
Trading Commission (the “CFTC") and the SEC to promulgate rules and regulations implementing the new
legidation within 360 days from the date of enactment. In June 2011, this deadline was extended to December 31,
2011. The CFTC has proposed regulationsto set position limits for certain futures and option contractsin the major
energy markets and to establish minimum capital requirements, although it isnot possible at thistimeto predict
whether or when the CFTC will adopt those rules or include comparable provisions in its rulemaking under the
Dodd-Frank Act. The Dodd-Frank Act may also require compliance with margin requirements and with certain
clearing and trade-execution requirements in connection with certain derivative activities, athough the application
of those provisionsis uncertain at thistime. The legidation may also require the counterparties to our commodity
derivative contracts to spinoff some of their derivatives activities to a separate entity, which may not be as
creditworthy as the current counterparty, or cause the entity to comply with capital regquirements, which could result
in increased costs to counterparties such as us.

The new legidlation and any new regulations could significantly increase the cost of some commodity derivative
contracts (including through requirementsto post collateral, which could adversely affect our available liquidity),
materially alter the terms of some commaodity derivative contracts, reduce the availability of some derivativesto
protect against risks we encounter, reduce our ability to monetize or restructure our existing commodity derivative
contracts and potentially increase our exposure to less creditworthy counterparties. If we reduce our use of
derivatives as aresult of the new legidation and regulations, our results of operations may become more volatile and
our cash flows may be less predictable, which could adversdly affect our ability to plan for and fund capital
expenditures. Increased volatility may make usless attractive to certain types of investors. Finally, the Dodd-Frank
Act was intended, in part, to reduce the volatility of oil and natural gas prices, which some legidators attributed to
speculative trading in derivatives and commodity instruments related to oil and natural gas. If the new legidation
and regulations result in lower commodity prices, our revenues could be adversely affected. Any of these
conseguences could adversely affect our business, financia condition and results of operations.

Increased cogts of capital could adversely affect our business.

Our business and operating results can be harmed by factors such as the availability, terms and cost of capital,
increases in interest rates or areduction in credit rating. Changes in any one or more of these factors could cause our
cost of doing business to increase, limit our access to capital, limit our ability to pursue acquisition opportunities,
reduce our cash flows available for drilling and place us at a competitive disadvantage. Continuing disruptions and
volatility in the global financial markets may lead to an increase in interest rates or a contraction in credit
availability impacting our ability to finance our operations. We require continued access to capital. A significant
reduction in the availability of credit could materially and adversely affect our ability to achieve our planned growth
and operating results.

We expect to enter into a new credit facility upon the completion of this offering, which will contain covenants
that may inhibit our ability to make certain investments, incur additional indebtedness and engage in certain
other transactions, which could adversdly affect our ability to meet our future goals.

We expect to enter into anew credit facility upon the completion of this offering, which will contain covenants
that will, among other things, restrict:

our investments, loans and advances and the payment of dividends and other restricted payments,
our incurrence of additional indebtedness;

the granting of liens, other than liens created pursuant to our new credit facility and certain permitted liens;
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mergers, consolidations and sales of all or asubstantial part of our business or properties;

the hedging, forward sale or swap of our production of crude oil or natural gas or other commaodities;
the sale of assets (other than production sold in the ordinary course of business); and

our capital expenditures.

Our new credit facility will also require usto maintain certain financial ratios, such asleverageratios. All of
these restrictive covenants may restrict our ability to expand or pursue our business strategies. Our ability to comply
with these and other provisions of our new credit facility may be impacted by changesin economic or business
conditions, results of operations or events beyond our control. The breach of any of these covenants could result in a
default under our new credit facility, in which case, depending on the actions taken by the lenders thereunder or their
successors or assignees, such lenders could elect to declare all amounts borrowed under our new credit facility,
together with accrued interest, to be due and payable. If we were unable to repay such borrowings or interest, our
lenders could proceed against their collateral. If the indebtedness under our new credit facility were to be
accelerated, our assets may not be sufficient to repay in full such indebtedness.

Our level of indebtedness may increase and reduce our financial flexibility.

In the future, we may incur significant indebtedness in order to make future acquisitions or to devel op our
properties.

Our leve of indebtedness could affect our operationsin several ways, including the following:
a significant portion of our cash flows could be used to service our indebtedness;
ahigh level of debt would increase our vulnerability to general adverse economic and industry conditions;

the covenants contained in the agreements governing our outstanding indebtedness will limit our ability to
borrow additional funds, dispose of assets, pay dividends and make certain investments;

ahigh level of debt may place us at a competitive disadvantage compared to our competitorsthat areless
leveraged and therefore, may be able to take advantage of opportunities that our indebtedness would
prevent us from pursuing;

our debt covenants may also affect our flexibility in planning for, and reacting to, changes in the economy
and in our industry;

ahigh level of debt may makeit more likely that areduction in our borrowing base following a periodic
redetermination could require us to repay a portion of our then-outstanding bank borrowings; and

ahigh level of debt may impair our ability to obtain additional financing in the future for working capital,
capital expenditures, acquisitions, general corporate or other purposes.

A high level of indebtedness increases therisk that we may default on our debt obligations. Our ahility to meet
our debt obligations and to reduce our level of indebtedness depends on our future performance. General economic
conditions, oil and natural gas prices and financial, business and other factors affect our operations and our future
performance. Many of these factors are beyond our control. We may not be able to generate sufficient cash flowsto
pay theinterest on our debt and future working capital, borrowings or equity financing may not be available to pay
or refinance such debt. Factorsthat will affect our ability to raise cash through an offering of our capital stock or a
refinancing of our debt include financial market conditions, the value of our assets and our performance at the time
we need capital.
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The borrowing base under our new credit facility will be subject to periodic redeterminations, and the borrowing
base could be reduced in the future if commodity prices decline, which will limit our available funding for
exploration and devel opment.

The borrowing base under our new credit facility will be re-determined from time to time by our lenders
according to the terms of our new credit facility. The lenderswill re-determine the borrowing base based on an
engineering report with respect to our oil and natural gas reserves, which will take into account the prevailing oil
and natural gas prices at such time. In the future, we may not be able to access adequate funding under our new
credit facility as aresult of (i) adecrease in our borrowing base due to the outcome of a subsequent borrowing base
redetermination, or (ii) an unwillingness or inability on the part of our lending counterparties to meet their funding
obligations. If oil and natural gas commodity prices materially deteriorate or our estimated oil reserves decline, we
anticipate that the revised borrowing base under our new credit facility may be reduced. As aresult, we may be
unable to obtain adequate funding under our new credit facility or even be required to pay down amounts
outstanding under our new credit facility to reduce our level of borrowing. If funding is not available when needed,
or isavailable only on unfavorable terms, our exploration and devel opment plans as currently anticipated and our
ability to make new acquisitions could be adversely affected, each of which could have a material adverse effect on
our production, revenues and results of operations.

Our obligations under our new credit facility will be secured at all times by substantially all of our assets.

Our obligations under our new credit facility will be secured by substantially all of our assets. Therefore, a
default by us on any of our obligations under our new credit facility could result in our lenders foreclosing on our
assets or otherwise being entitled to revenues generated by and through our assets.

Risks Related to the Offering and our Common Stock

Theinitial public offering price of our common stock may not be indicative of the market price of our common
stock after this offering. In addition, an active liquid trading market for our common stock may not devel op, and
our stock price may be volatile.

Prior to this offering, our common stock was not traded on any market. An active and liquid trading market for
our common stock may not develop or be maintained after this offering. Liquid and active trading markets usually
result in less price volatility and more efficiency in carrying out investors purchase and sale orders. The market
price of our common stock could vary significantly as aresult of a number of factors, some of which are beyond our
contral. In the event of a drop in the market price of our common stock, you could lose a substantial part or all of
your investment in our common stock. The initial public offering price will be negotiated between us, the selling
stockholders and representatives of the underwriters, based on numerous factors which we discussin
“Underwriting” beginning on page [e], and may not be indicative of the market price of our common stock after this
offering. Conseguently, you may not be able to sall shares of our common stock at prices equal to or greater than the
price paid by you in the offering.

The following factors could affect our stock price:

our operating and financial performance and identified potential drilling locations, including reserve
estimates;

quarterly variationsin therate of growth of our financial indicators, such asnet income per share, net
income and revenues,

changes in revenue or earnings estimates or publication of reports by equity research analysts;
speculation in the press or investment community;

sales of our common stock by us, the selling stockholders or other stockholders, or the perception that such
sales may occur;

general market conditions, including fluctuations in commodity prices; and



domestic and international economic, legal and regulatory factors unrelated to our performance.

The stock marketsin genera have experienced extreme volatility that has often been unrelated to the operating
performance of particular companies. These broad market fluctuations may adversely affect the trading price of our
common stock.

Purchasers of common stock in this offering will experience immediate and substantial dilution of $ per share.

Based on an assumed initia public offering price of $ per share (the midpoint of the price range set forth
on the cover page of this prospectus), purchasers of our common stock in this offering will experience an immediate
and substantial dilution of $ per sharein the pro forma as adjusted net tangible book value per share of
common stock from theinitia public offering price, and our pro forma as adjusted net tangible book value as of
September 30, 2011 after giving effect to this offeringwould be$  per share. Pleaseread “ Dilution” for a
complete description of the calculation of net tangible book value.

Because we are a relatively small company, the requirements of being a public company, including compliance
with the reporting requirements of the Exchange Act and the requirements of the Sarbanes-Oxley Act, may strain
our resources, increase our costs and distract management; and we may be unable to comply with these
requirementsin atimely or cost-effective manner.

As apublic company with listed equity securities, we will need to comply with new laws, regulations and
requirements, certain corporate governance provisions of the Sarbanes-Oxley Act of 2002, related regulations of the
SEC and the requirements of the NY SE, with which we are not required to comply as a private company.
Complying with these statutes, regulations and requirementswill occupy a significant amount of time of our board
of directors and management and will significantly increase our costs and expenses. We will need to:

ingtitute a more comprehens ve compliance function;

design, establish, evaluate and maintain a system of internal controls over financial reporting in compliance
with the requirements of Section 404 of the Sarbanes-Oxley Act of 2002 (* Section 404”) and therelated
rules and regulations of the SEC and the Public Company Accounting Oversight Board;

comply with rules promulgated by the NY SE;

prepare and distribute periodic public reportsin compliance with our obligations under the federal
securities laws,

establish new internal policies, such as those relating to disclosure controls and procedures and insider
trading;

involve and retain to a greater degree outside counsel and accountants in the above activities; and
establish an investor relations function.

Compliance with these requirements may strain our resources, increase our costs and distract management; and
we may be unable to comply with these requirementsin atimely or cost-effective manner.

We do not intend to pay, and we anticipate our new credit facility will restrict us from paying, dividends on our
common stock and, consequently, your only opportunity to achieve a return on your invesment isif the price of
our stock appreciates.

We do not plan to declare dividends on shares of our common stock in the foreseeable future. Additionaly, we
expect that the new credit facility that we expect to enter into upon the completion of this offering will place certain
restrictions on our ability to pay cash dividends. Consequently, your only opportunity to achieve a return on your
investment in uswill be if the market price of our common stock appreciates, which may not occur, and you sell
your shares at a profit. Thereisno guarantee that the price of our common stock that will prevail in the market after
this offering will ever exceed the price that you pay.
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Future sales of our common stock in the public market could lower our stock price, and any additional capital
raised by us through the sale of equity or convertible securities may dilute your ownership in us.

We may sell additional shares of common stock in subsequent public offerings. We may also issue additional
shares of common stock or convertible securities. After the completion of this offering, we will have  outstanding
shares of common stock. This number includes shares that we and the selling stockholders are selling in this
offering (assuming no exercise of the underwriters' option to purchase additiona shares), which may be resold
immediately in the public market. Following the completion of this offering, the selling stockholders will own
shares, or approximately % of our total outstanding shares, and certain of our affiliates will own shares, or
approximately % of our outstanding shares, all of which are restricted from immediate resale under the federal
securities laws and are subject to the lock-up agreements between such parties and the underwriters described in
“Underwriting,” but may be sold into the market in the future. We expect that the selling stockholderswill each be a
party to aregidration rights agreement with us which will require usto effect the regigtration of its sharesin certain
circumstances no earlier than the expiration of the lock-up period contained in the underwriting agreement entered
into in connection with this offering. The holders of theremaining  shares and a small portion of shares owned by
our affiliates which will be digributed to non-officer employees and other non-affiliates totaling up to approximately
shares, or approximately % of our outstanding shares, are not subject to lock-up agreements and, subject to
compliance with Rule 144 under the Securities Act, may sell such shares into the public market.

As soon as practicable after this offering, we intend to file a registration statement with the SEC on Form S-8
providing for theregistration of ~ shares of our common stock issued or reserved for issuance under our stock
incentive plan. Subject to the satisfaction of vesting conditions and the expiration of lock-up agreements, shares
registered under thisregistration statement on Form S-8 will be available for resale immediately in the public market
without restriction.

We cannot predict the size of future issuances of our common stock or the effect, if any, that future issuances
and sales of shares of our common stock will have on the market price of our common stock. Sales of substantial
amounts of our common stock (including shares issued in connection with an acquisition), or the perception that
such sales could occur, may adversely affect prevailing market prices of our common stock.

Our certificate of incorporation and bylaws, aswell as Delaware law, contain provisions that could discourage
acquisition bids or merger proposals, which may adversely affect the market price of our common stock.

Our certificate of incorporation authorizes our board of directorsto issue preferred stock without stockhol der
approval. If our board of directors elects to issue preferred stock, it could be more difficult for athird party to
acquire us. In addition, some provisions of our certificate of incorporation and bylaws could make it more difficult
for athird party to acquire control of us, even if the change of control would be beneficial to our stockholders,
including:

[aclassified board of directors, so that only approximately one-third of our directors are el ected each year];
limitations on the removal of directors; and

limitations on the ability of our stockholdersto call special meetings and establish advance notice
provisions for stockholder proposals and nominations for elections to the board of directorsto be acted
upon at meetings of stockholders.

Delaware law prohibits us from engaging in any business combination with any “interested stockholder,”
meaning generally that a stockholder who beneficially owns more than 15% of our stock cannot acquire usfor a
period of three years from the date this person became an interested stockholder, unless various conditions are met,
such as approval of the transaction by our board of directors.

The concentration of our capital stock ownership among our largest stockholdersand their affiliates will limit
your ability to influence corporate matters.

Upon completion of this offering (assuming no exercise of the underwriters option to acquire additional shares
of common stock), we anticipate that the Tribe and Quantum will initially own up to approximately ~ % and %,
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respectively, of our outstanding common stock (based on an assumed initial public offering price of $ per
share, the midpoint of the price range set forth on the cover of this prospectus). Consequently, each of the Tribe and
Quantum will continue to have significant influence over all matters that require approval by our stockholders,
including the election of directors and approval of significant corporate transactions. This concentration of
ownership will limit your ability to influence corporate matters, and as a result, actions may be taken that you may
not view as beneficial.

Furthermore, conflicts of interest could arise in the future between us, on the one hand, and Quantum and its
affiliates, including its portfolio companies, on the other hand, concerning among other things, potential competitive
business activities or business opportunities. Quantum is a private equity firm that hasinvested in, among other
things, companies in the energy industry. As aresult, the existing and future portfolio companies which Quantum
controls may compete with usfor investment or business opportunities. These conflicts of interest may not be
resolved in our favor.

We have a so renounced our interest in certain business opportunities. Please read “— Our certificate of
incorporation contains a provison renouncing our interest and expectancy in certain corporate opportunities,
which could adversely affect our business or prospects.”

Our certificate of incorporation contains a provison renouncing our interest and expectancy in certain corporate
opportunities, which could adversely affect our business or prospects.

Our certificate of incorporation provides that, to the fullest extent permitted by applicable law, we renounce any
interest or expectancy in, or in being offered an opportunity to participate in, any business opportunity that may be
from time to time presented to Quantum or its affiliates or any of their respective officers, directors, agents,
shareholders, members, partners, affiliates and subsidiaries (other than usand our subsidiaries) or business
opportunities that such parties participate in or desireto participate in, even if the opportunity is one that we might
reasonably have pursued or had the ability or desire to pursue if granted the opportunity to do so, and no such person
shall beliable to us for breach of any fiduciary or other duty, asadirector or officer or controlling stockholder or
otherwise, by reason of the fact that such person pursues or acquires any such business opportunity, directs any such
business opportunity to another person or failsto present any such business opportunity, or information regarding
any such business opportunity, to us unless, in the case of any such person who is our director or officer, any such
business opportunity is expressly offered to such director or officer solely in hisor her capacity as our director or
officer.

Asaresult, Quantum or its affiliates may become aware, from time to time, of certain business opportunities,
such as acquisition opportunities, and may direct such opportunities to other businesses in which they have invested,
in which case we may not become aware of or otherwise have the ability to pursue such opportunity. Further, such
businesses may choose to compete with us for these opportunities. Asaresult, our renouncing our interest and
expectancy in any business opportunity that may be from time to time presented to Quantum and its affiliates could
adversely impact our business or prospects if attractive business opportunities are procured by such parties for their
own benefit rather than for ours. Please read “Description of Capital Stock.”
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CAUTIONARY NOTE REGARDING FORWARD-LOOKING STATEMENTS
This prospectus contains forward-looking statements that are subject to a number of risks and uncertainties,
many of which are beyond our control. All statements, other than statements of historical fact included in this
prospectus, regarding our strategy, future operations, financial position, estimated revenues and losses, projected
costs, prospects, plans and objectives of management are forward-looking statements. When used in this prospectus,
thewords “could,” “believe,” “anticipate,” “intend,” “estimate,” “expect,” “may,” “continue,” “predict,” “potential,”
“project” and smilar expressions are intended to identify forward-looking statements, although not all forward-
looking statements contain such identifying words.
Forward-looking statements may include statements about our:

business strategy;

reserves,

technology;

cash flows and liquidity;

financial strategy, budget, projections and operating results;

oil and natural gas realized prices;

timing and amount of future production of oil and natural gas,

availability of drilling and production equipment;

availability of oil field labor;

the amount, nature and timing of capital expenditures, including future devel opment costs;

availability and terms of capital;

drilling of wells;

competition and government regulations;

marketing of oil and natural gas;

exploitation or property acquisitions,

costs of exploiting and devel oping our properties and conducting other operations,

general economic conditions;

competition in the oil and natural gas industry;

effectiveness of our risk management activities,

environmental liabilities;

counterparty credit risk;

governmental regulation and taxation of the oil and natural gas industry;

developmentsin oil-producing and natural gas-producing countries;
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uncertainty regarding our future operating results;
estimated future net reserves and present value thereof; and
plans, objectives, expectations and intentions contained in this prospectus that are not historical.

All forward-looking statements speak only as of the date of this prospectus. Y ou should not place undue
reliance on these forward-looking statements. Although we believe that our plans, intentions and expectations
reflected in or suggested by the forward-looking statements we make in this prospectus are reasonable, we can give
no assurance that these plans, intentions or expectations will be achieved. We disclose important factors that could
cause our actual resultsto differ materialy from our expectations under “Risk Factors’ and “Management’s
Discussion and Analysis of Financial Condition and Results of Operations’ and e sewhere in this prospectus. These
cautionary statements qualify all forward-looking statements attributabl e to us or persons acting on our behalf.
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USE OF PROCEEDS

We will receive net proceeds of approximately $ million from the sale of the common stock offered by us,
assuming an initial public offering priceof $  per share (the midpoint of the price range set forth on the cover
page of this prospectus) and after deducting estimated expenses and underwriting discounts and commissions of
approximately $ million. We will not receive any of the proceeds from the sale of shares of our common stock
by the selling stockholders.

Immediately prior to the closing of this offering, we intend to assume approximately $  million in aggregate
principal amount of the outstanding loans under our parent’ scredit facilities, and we will use a portion of the net
proceeds from this offering to repay in full such assumed debt at the closing of this offering. The remaining net
proceeds of approximately $  million will be used to fund our exploration and devel opment program and for
general corporate purposes.

We intend to apply the net proceeds from this offering in the following manner:

Amount
Use of Proceeds (in millions)

Repayment of allocated portion of our parent’s senior secured revolving facility .......cc.ccoveveevvceenvicnnns $
Repayment of allocated portion of our parent’s second lien credit facility.......cocevoveiviencn s

Exploration and devel opment program and general COrporate PUIPOSES ......vveuerrveerereersieeseeseesreeseesenssens

Our parent’srevolving credit facility maturesin May 2016 and bearsinterest at a variablerate of LIBOR + 2.00
— 3.00% per annum. The alocated portion of the debt assumed by us under our parent’srevolving credit facility had
aweighted average interest rate of approximately 2.26% as of November 30, 2011 and was used for drilling and
operating expenses, acquisitions and general corporate purposes. Our parent’s second lien credit facility maturesin
November 2016 and bearsinterest at avariable rate of LIBOR + 7.00% per annum with aminimum LIBOR floor of
1.50%. The allocated portion of the debt assumed by us under our parent’s second lien credit facility had a weighted
average interest rate of 8.50% as of November 30, 2011 and was used for drilling and operating expenses,
acquisitions and general corporate purposes. For more information regarding our parent’s credit facilities, please
read “Management’ s Discussion and Analysis of Financial Condition and Results of Operations— Liquidity and
Capital Resources — Capital resources — Parent credit facilities” beginning on page [e] of this prospectus.

Affiliates of certain of the underwriters are lenders under our parent’s credit facilities and therefore will
indirectly receive a portion of the proceeds of this offering in connection with the repayment of the debt assumed by
us.

An increase or decreasein the initial public offering price of $1.00 per share of common stock would cause the
net proceeds that we will receive from the offering, after deducting estimated expenses and underwriting discounts
and commissions, to increase or decrease by approximately $  miillion. If our net proceeds are reduced, then we
will have fewer proceeds with which to fund our exploration and devel opment program.
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DIVIDEND POLICY

We do not anticipate declaring or paying any cash dividendsto holders of our common stock in the foreseeable
future. In addition, we anticipate that our new credit facility will restrict the payment of dividends on our common
stock. We currently intend to retain future earnings, if any, to finance the expansion of our business. Our future
dividend policy iswithin the discretion of our board of directors and will depend upon various factors, including our
results of operations, financial condition, capital requirements and investment opportunities.
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CAPITALIZATION
The following table sets forth our capitalization as of September 30, 2011,
on an actual basis,

on an as adjusted basisto give effect to the transactions described under “ Summary—Corporate
Reorganization;” and

on an as further adjusted basisto give effect to this offering and the application of the net proceeds as set
forth under “Use of Proceeds.”

Y ou should read the following table in conjunction with “Use of Proceeds,” * Selected Historical and Unaudited
Pro FormaFinancia Data,” “Management’s Discussion and Analysis of Financial Condition and Results of
Operations’ and our higtorical financial statements and unaudited pro forma financial information and related notes
thereto appearing el sewherein this prospectus.

As of September 30, 2011
AsFurther
Actual As Adj usted Adjusted
(In thousands)
Cash and cash eUIVAIENTS(L)(2) «.v...veeereerereeeeeeeeeseeeseseeseeeeseseesseeseseesseeen $ $ $
Long-term debt, including current maturities:
Our parent’s senior secured revolving credit facility .........ccoocevieeivicennenenn, $ $ $
Our parent’s second lien credit faCility .......ccoovevieiricenier e,
Ute Energy Corporation revolving credit facility(3) .....ccoccevevevviieneennines
Total 1ong-term debt(3)....ccvveeeieereee e
Owner’s/ stockholders' equity:
Capita CONLITDULIONS ......ovieeeiieie e
Common stock, $  par value; shares authori zed, issued and
outstanding (actua); shares authorized (pro forma); shares
issued and outstanding (Pro forma)............ceevervieneene e see e,
Preferred stock, $  par value; sharesauthorized (actud); shares
authorized (pro forma);  sharesissued and outstanding (actua; pro
1101007 SRR PSTRRRR
Additional paid-in Capital.........cccverriieriee e
Retained earnings (accumulated [0SS)(4)......eovvereveereiere e
Total owner’s/ Sockholders' eqUILY.......cccvevviiereere e

Total CapitaliZatioN........ccveieieereere e e $ $ $

(1) Asof December [e], 2011, our cash and cash equivaents were $[e] million.

(2) Each $1.00increase (decrease) in the assumed initid public offering priceof $  per share (the midpoint of the price range
set forth on the cover page of this prospectus) would increase (decrease) our as further adjusted cash and cash equivalents by
approximately $

(3) Wewill enterintoanew $  million credit facility, approximately $ million of which will be available for borrowing
upon the completion of this offering.

(4) In connection with our corporate reorganization, an etimated net deferred tax liability of approximately $  will be
established for differences between the book and tax basis of our assets and liabilities, and a corresponding expense will be
recorded to net income for accounting purposes.
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DILUTION

Purchasers of the common stock in this offering will experience immediate and substantia dilution in the net
tangible book value per share of the common stock for accounting purposes. Our net tangible book value as of
September 30, 2011, after giving pro forma effect to the transactions described under “ Summary—Corporate
Reorganization,” was approximately $  million, or $  per share of common stock. Pro forma net tangible book
value per shareis determined by dividing our pro formatangible net worth (tangible assets less total liabilities) by
the total number of outstanding shares of common stock that will be outstanding immediately prior to the closing of
this offering including giving effect to our corporate reorganization. After giving effect to the sale of the sharesin
this offering and further assuming the receipt of the estimated net proceeds (after deducting estimated discounts and
expenses of this offering), our adjusted pro forma net tangible book value as of September 30, 2011 would have
been approximately $  million, or $ per share. Thisrepresents an immediate increase in the net tangible book
valueof $  per shareequivalent to our existing owners and an immediate dilution (i.e., the difference between the
offering price and the adjusted pro forma net tangible book value after this offering) to investors purchasing shares
in this offering of $ per share. The following tableillustrates the per share dilution to investors purchasing
sharesin this offering:

Assumed initia public offering Price Per SNar€........ccovveev e $
Pro forma net tangible book value per share as of September 30, 2011 (after giving
effect to our corporate reorgani Zation)....... .. eereereeeeseeseeeeeseeseeeeeseeseeeeeseeeneeenes $
Increase per share atributable to new investorsin this offering ........ccocceveveveienicienene
As adjusted pro forma net tangible book value per share after giving effect to our
corporate reorganization and this Offering...........ceoveereni e
Dilution in pro forma net tangible book value per share toinvestorsin this
(011 1o USSR $

The following table summarizes, on an adjusted pro forma basis as of September 30, 2011, the total number of
shares of common stock owned by existing stockhol ders and to be owned by new investors, thetotal consideration
paid, and the average price per share paid by our existing stockholders and to be paid by investors in this offering at
$ ,themidpoint of the range of theinitial public offering prices set forth on the cover page of this prospectus,
calculated before deduction of estimated underwriting discounts and commissions:

Shares Acquired Total Consider ation Average Price
Number Per cent Amount Per cent Per Share
Existing stockholders(1) .........ccoevevevvneeee, $ $
N[E AT 0 VS (0 S 024 U
TOA v, $ $

(1) The number of shares disclosed for the existing stockholdersincludes  shares being sold by the selling stockholdersin
this offering. The total consideration and average price per share represents the consideration paid in connection with our
corporate reorganization. Please read “ Summary—Corporate Reorgani zation.”

(2) The number of shares disclosed for the new investors does not includethe  shares being purchased by the new investors
from the sdlling stockhol ders in this offering.
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SELECTED HISTORICAL AND UNAUDITED PRO FORMA FINANCIAL DATA

Y ou should read the following selected financial datain conjunction with “ Summary—Corporate
Reorganization,” “Management’ s Discussion and Analysis of Financial Condition and Results of Operations’ and
our historical financial slatements and unaudited pro forma financia information and related notes thereto included
elsewherein this prospectus. We believe that the assumptions underlying the preparation of our historical financial
statements and unaudited pro forma financial data are reasonable. Thefinancial dataincluded in this prospectus may
not be indicative of our future results of operations, financial position and cash flows.

Set forth below is our selected historical and pro forma financial data as of and for the years ended December
31, 2006, 2007, 2008, 2009 and 2010 and as of and for the nine months ended September 30, 2010 and 2011. The
historical financia datafor the years ended December 31, 2008, 2009 and 2010 and the bal ance sheet data as of
December 31, 2009 and 2010 are derived from the audited financial statements of Ute Energy Upstream Holdings
LLC. Thefinancial statements as of and for the year ended December 31, 2010 have been audited by KPMG LLP,
an independent registered public accounting firm, and are included el sewhere in this prospectus. The financia
statements as of December 31, 2009 and for the years ended December 31, 2008 and 2009 have been audited by
Erhardt Keefe Steiner & Hottman PC, an independent registered public accounting, and are included elsewherein
this prospectus. The balance sheet data as of December 31, 2008 are derived from the audited balance sheet of Ute
Energy Upstream Holdings LLC, which isnot included herein. The historical financial data as of and for the year
ended December 31, 2007 are derived from the audited financial statements of Ute Energy LLC, our predecessor,
which arenot included herein. The historical financial dataas of and for the year ended December 31, 2006 are
derived from the unaudited financial statements of Ute Energy LLC, our predecessor, which are not included herein.

Our higorical financial data as of and for the nine months ended September 30, 2010 and 2011 are derived from
the unaudited financial statements of Ute Energy Upstream Holdings LL C included el sewhere in this prospectus.
The pro formafinancial dataas of and for the nine months ended September 30, 2011 give effect to the Horseshoe
Bend acquidtion described in “ Summary—Horseshoe Bend Acquisition” and our corporate reorgani zation as
described in * Summary—Corporate Reorganization” are derived from our unaudited pro formafinancial satements
included elsewherein this prospectus. All unaudited financia information has been prepared on abasis consistent
with our audited financial statements and the notes thereto and includes all adjustments, consisting of normal
recurring adjustments, necessary for afair presentation of this information.



Historical

Pro Formafor

Predecessor Ute Energy Upstream HoldingsLLC the Nine
Year Ended Year Ended Nine Months Ended Months Ended
December 31, December 31, September 30, September 30,
2006 2007 2008 2009 2010 2010 2011 2011
(Unaudited) (Unaudited) (Unaudited)
(In thousands)
Statement of operations data:
Oil and gasrevenues..................... $ 1148 $ 1635 | $ 14123 $ 10119 $ 39087 $ 26048 $ 56871 | $ 62914
Operating costs:
Lease operating expenses............. 149 509 2,046 1,654 4,466 2,539 7,503 8,576
Production taxes. 53 143 996 1,998 2,860 2,437 2,741 3,004
Gathering and transportation
EXPENSES. ...cveererereearesierserens 83 141 800 1,113 2,274 1,546 3,586 3,620
Depl etion, depreciation and
amortization..........cccveeevnieennens 388 1,542 7,792 5,594 13,852 9,313 20,508 22,093
Exploration expenses............cc.e... 21 530 - 40 60 59 68 68
Impairment of oil and gas
properties and dry hole
EXPENSE ...ovriee e 2,022 1,119 1,354 - - - - -
General and administrative
EXPENSES.....oooeveeeeerreeenesee 860 1,497 1,653 1,067 3,237 1,635 5,235 5,235
Total operating costs ... .. $ 3576 $ 5481 | $ 14641 $ 11470 $ 26,750 $ 17530 $ 39642 | $ 42,597
Operating income (10s9) ............... (2,428) (3,846) (517) (1,351) 12,337 8,518 17,229 20,314
Other income (expense):
Changein unrealized gain
(loss) on derivative
INSUMENtS ... - - - (936) (1,616) 2,271 36,175 36,175
Realized gain (loss) on
derivative instruments. - 271 - (896) 1,082 1,112 (518) (518)
Interest eXpense..........ccovenieenneeas (904) (1,012) (339) (274) (439) (283) (945) (3,095)
Write-off of deferred debt issue
COSES oo - (215) - - - - (814) (814)
Other income (expensa) ............... 40 59 76 38 35 (16) - -
Total other income
(EXPENSA) ...ooooeveeeereeererreene (864) (897) (263) (2,067) (938) 3,084 33,898 31,748
Net income (l0ss) before
INCOME tAXES e, (3,292) (4,743) (780) (3.418) 11,399 11,602 51,127 52,065
Income tax expense............... - - - - - - - (19,066)
Net income (loss) $(3292) $ (4743) | $ (780) $ (3418) $ 11399 $ 11602 $ 51,127 | $ 32,999
Historical
Predecessor Ute Energy Upstream HoldingsLLC Pro Forma as
As of December 31, As of December 31, As of September 30, of September
2006 2007 2008 2009 2010 2010 2011 30, 2011
(Unaudited) (Unaudited) (Unaudited)
(In thousands)
Balance sheet data:
Cash and cash equivalents........ $ - $ -1$% 10 $ 162 $ 67 $ 3453 $ 217 $ 217
Total property and
equipment, Net.........ccceveeee 3,097 8,352 29,155 34,296 88,846 69,930 190,838 291,363
Total @SSEtS......ccovvrveveererreeeens 3,300 9,198 29,986 37,407 99,662 82,533 241,823 342,348
Long-term debt........cccvvvrvennee. - - - - 10,000 - 36,847 85,797
Total owner’'sequity................. 3,300 9,198 22,796 31,334 66,551 62,731 167,704 150,270
Nine Months Ended
Year Ended December 31, September 30,
2008 2009 2010 2010 2011
(Unaudited)
(In thousands)
Cash flow data:
Net cash provided by (used in) operating activities........ $ 9659 $ (1,3100 $ 23118 $ 15027 $ 33558
Net cash used in investing activities..........cccoeeeenenne. (27,298) (10,491) (56,417) (30,352) (107,785)
Net cash provided by (used in) financing activities........ 17,649 11,955 33,205 18,615 74,377
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Pro Forma
for the Nine
Nine Months Ended Months
Year Ended December 31, September 30, Ended
September
2008 2009 2010 2010 2011 30, 2011
(Unaudited) (Unaudited)
(In thousands)
Other financial data:
Adjusted EBITDAX(2)....cooerererieiereeennns $ 8628 $ 3387) $27078 $ 19389 $37287 | % 41,960

(1) Asadisregarded entity for federa income tax purposes, we are taxed at the member unitholder level rather than at the
company level. Following the corporate reorgani zation described in this prospectus, we will be taxed at the company level.
As aresult, for periods following the corporate reorgani zation, our financial statements will include atax provision on our
income. On a pro forma basis after giving effect to the corporate reorgani zation, we would have recorded atax provision
(benefit) of approximately $3.8 million, ($1.4) million and ($0.4) million for the years ended December 31, 2010, 2009 and
2008 and approximately $18.8 million and $4.3 million for the nine months ended September 30, 2011 and 2010. On a pro
forma basi s after giving effect to the corporate reorgani zation and the Horseshoe Bend acquisition, we would have recorded
atax provision of approximately $19.1 million for the nine months ended September 30, 2011.

(2) Adjusted EBITDAX isanon-GAAP financiad measure. For a definition of Adjusted EBITDAX and areconciliation of
Adjusted EBITDAX to our net loss and net cash provided by operating activities, please read “ Summary Historical and
Unaudited Pro Forma Financial Data— Non-GAAP Financia Measure.”
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MANAGEMENT’SDISCUSSION AND ANALY SISOF FINANCIAL CONDITION
AND RESULTS OF OPERATIONS

The following discussion and analysis of our financial condition and results of operations should be read in
conjunction with our financial statements and related notes appearing el sewhere in this prospectus. The following
discussion contains “ forwar d-looking statements’ that reflect our future plans, estimates, beliefs and expected
performance. We caution that assumptions, expectations, projections, intentions, or beliefs about future events may,
and often do, vary from actual results and the differences can be material. Some of the key factors that could cause
actual resultsto vary fromour expectationsinclude changesin oil and natural gas prices, the timing of planned
capital expenditures, availability of acquisitions, uncertainties in estimating proved reserves and forecasting
production results, operational factors affecting the commencement or maintenance of producing wells, the
condition of the capital markets generally, aswell as our ability to access them, the proximity to and capacity of
transportation facilities, and uncertainties regarding environmental regulations or litigation and other legal or
regulatory developments affecting our business, aswell as those factors discussed below and el sewhere in the
prospectus, all of which are difficult to predict. In light of these risks, uncertainties and assumptions, the forward-
looking events discussed may not occur. Please read * Cautionary Note Regarding Forward-Looking Statements.”

Overview

We are an independent oil and natural gas company engaged in the exploration, devel opment, production and
acquisition of oil and natural gasreserves with a primary focus on acquiring and developing oil reserves. All of our
current acreage positions are concentrated in the Uinta Basin in northeastern Utah where we have accumul ated
approximately 162,695 net leasehold acres, approximately 94% of which are undevel oped. We are focused on the
development of our sgnificant inventory of identified potential drilling locations to grow our reserves, production
and cash flow over time. We also seek high quality acquisitions and leasing opportunities with the potential for
long-term drilling prospects that generate attractive rates of return.

Our parent company, Ute Energy LLC, was formed in 2005 by the Tribe to participate in the expl oration and
development of the Tribe's mineral estate in the Uinta Basin. Prior to our formation in 2008, the Tribe contributed to
our parent, in exchange for equity, non-operated net acreage positionsin the Lake Canyon, Wolf Flat, Blacktail
Ridge and Monument Butte project areas. Our parent subsequently entered into an EDA for the Bridgeland project
areain October 2008. We were formed by our parent to acquire al of our parent’s oil and natural gas participation
rights under the Exploration and Devel opment Agreements (“EDAS’) relating to these project areas and to manage
our oil and gas operations distinctly from our parent’s midstream activities. In March 2010, our parent assigned all
of its oil and natural gas participation rights under the EDASsto us.

Since the assignment of the EDAsto us by our parent in March 2010, we have accumulated additional asset
positions through a combination of acquisitions and leasing activities. In December 2010, we entered into an EDA
for our operated Randlett project areafor an initial lease bonus of $1.3 million, and in March 2011, we entered into
an EDA for our Rocky Point project area, which we jointly operate with Newfield, for an initia net |ease bonus of
$1.5 million. The following table summarizes our tribal EDAs.

Tribal EDAs Closing Date Net Tribal Acresat Closing
Lake Canyon May 4, 2005 31,198
Blacktail Ridge February 23, 2007 25,714
Monument Butte February 23, 2007 11,725
Bridgeland October 15, 2008 4,561
Randlett December 27, 2010 17,181
Rocky Point March 21, 2011 8,374

During 2010, we shifted our focus from participating primarily in non-operated positions to establishing a
significant portfolio of operated acreage and growing our asset base primarily through operated drilling activities.
Since our strategic shift, we have increased our operated acreage position in the Uinta Basin through an active
leasing and acquisition program and we have balanced our portfolio of tribal acreage with the addition of significant
interests in fee, state, federal and allotted lands. We currently have operated acreage positions in the Randlett, Rocky
Point and Horseshoe Bend project areas. We commenced operated drilling in Randlett in April 2011 and expect to
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commence operated drilling in Rocky Point and Horseshoe Bend in 2012. We believe that our shift to operated
activities will enable usto better control timing, costs and drilling and completion techniques.

Our recent focus on establishing a significant portfolio of operated acreage and growing our asset base primarily
through operated drilling activities has sgnificantly impacted our business. Asof September 30, 2011, we have
75,420 net operated acres, which represents 46% of our total net acreage position, and we have 64,827 net acres on
fee, state and, federal and alotted lands, which represents 40% of our total net acreage position.  Our operated net
acresincreased 127% from December 31, 2010 to September 30, 2011. As of September 30, 2011 approximately
61% of our proved reserves and 73% of our PV-10 are comprised of assets that had no associated proved reserves as
of December 31, 2010. For the three months ended September 30, 2011, our operated production contributed 36%
of our total net production while we had no operated production prior to 2011.

We continue to derive substantial benefits from our non-operated positions throughout the Uinta Basin and
expect to participate in active drilling on our non-operated acreage positionsin the future. Our participation in non-
operated project areas offers attractive return opportunities and enables us to gain additional exposureto emerging
resource plays without committing all of the capital required to drill the wells during the early-stage testing and
refinement of drilling and compl etion techniques. In addition, we believe that the knowledge and expertise gained
through our non-operated positions will enhance our ability to continue efficiently growing our operated acreage
positions. As of September 30, 2011, we had 87,275 net non-operated acresin five core project areas.

Recent Acquisitions

During 2011, we completed two acquisitions and one el ection in an area of mutual interest (“AMI”) which
increased our operated acreage position and diversified our acreage position with additional fee, state, federal and
allotted acreage. The following table highlights our 2011 acquisitions as well as our Bridgeland AMI election.

Adjusted Purchase

Price(1) Net Fee Acres
Project Areas Closing Date ($in millions) at Closing(2)
Randlett April 20, 2011 $ 25 5,291
Bridgeland (AM €lection) June 15, 2011 $ 121 3,964
Horseshoe Bend and Randl ett November 30, 2011 $ 99.9 29,281

(1) The purchase price for the Horseshoe Bend and Randl et acquisition closed on November 30, 2011 remains subject to post-
closing adjustments.

(2) Net acresinclude fee, sate, federal and allotted acreage.

Bass of Presentation

We were formed by our parent to acquire all of our parent’soil and natural gas participation rights under the
EDAs and to manage our oil and natural gas operations distinctly from our parent’s midstream operations. Although
we were formed in 2008, we had no assets or operating activities until March 2010 when our parent assigned all of
its oil and gas participation rights under these EDAsto us. Thetransfer of interestsin the EDAs from our parent to
usin March 2010 was accounted for as a transaction between entities under common control and was retrospectively
applied to our financial statements as of January 1, 2008. Prior to 2008, our parent’s upstream business was
comprised of the EDAs and the rdated oil and gas activities conducted under them, which is considered to be our
accounting predecessor.

The financial statementsincluded elsewhere in this prospectus have been derived from the accounting records
of our parent, principally representing our parent's oil and natural gas exploration, devel opment, production and
acquisition activities. These allocations were based on what our parent considered to be reasonable reflections of
the historical utilization levels of these services required in support of our business.

We bdlieve the assumptions underlying the financial statements arereasonable. However, the financial
statements may not necessarily reflect our future results of operations, financia position and cash flows or what our
results of operations, financial position and cash flows would have been had we been a stand-al one company during
the periods presented.

48



The statements of operationsincluded el sewhere in this prospectus include allocations of costs for corporate
functionshistorically provided to us by our parent, including:

General corporate expenses. Represents costs related to corporate functions such as accounting, tax, treasury,
human resources and legal. Other corporate expenses include cost for leasehold expensesrelated to our corporate
offices and general corporate overhead. These costs have higtorically been allocated primarily based on estimated
use of services as compared to our parent's other businesses. These costs areincluded in genera and administrative
expenses in the statement of operations.

Empl oyee compensation and benefits. Represents compensation, payroll taxes and fringe benefit costs such as
health insurance and employer matching on retirement plan contributions. These costs have historically been
allocated primarily based on estimated time provided to our activities as compared to our parent’s other businesses.
These costs are included in general and administrative expenses in the statement of operations, except for field
personnel whose compensation and benefits generally are included in lease operating expense.

Our parent has provided financing to us through cash flows from its other operations, debt incurred and equity
investments. The balance sheets and statements of operations included elsewhere in this prospectus include
allocations for funding our operations and associated interest expense as follows:

Debt. Historically, and prior to the closing of this offering, we have guaranteed our parent’s obligations under
its credit facilities; however, debt has not been allocated to us prior to our balance sheet as of September 30, 2011,
as our parent historically has funded our operations through capital contributionsinstead of debt allocations.
Immediately prior to the closing of this offering, we intend to assume the portions of the debt outstanding under our
parent’s credit facilities that have been used to fund our operations, and we will use a portion of the net proceeds
from this offering to repay in full such assumed debt at the closing of this offering. Our balance sheet and pro forma
condensed balance sheet as of September 30, 2011 includes an allocation of a portion of the debt outstanding under
our parent’s credit facilities based on borrowings under those facilities to fund our operations and acquisitions.

Interest expense. Although the debt incurred by our parent has not been allocated to us prior to September 30,
2011, a portion of the interest expense has been allocated to us based on certain borrowings at our parent's average
borrowing rates. These expenses are included in other income (expense) in the statement of operations. In the
remainder of this Management’ s Discussion and Analysis of Financial Conditions and Results of Operations,
references to “our interest expense” refer to the portion of our parent’ sinterest expense allocated to us.

Sources of our revenue

Qil, natural gasand natural gasliquids revenues. Our revenues are derived from the sale of oil and natura gas
production, aswell asthe sale of natural gasliquidsthat are extracted from our natural gas during processing. Our
oil and natural gas revenues do not include the effects of derivatives, and may vary significantly from period to
period asaresult of changes in production volumes or commodity prices.

Commodity prices. Our revenues are heavily influenced by commodity prices. Prices for oil and natural gas can
fluctuate widdly in response to relatively minor changes in the global and regional supply of and demand for oil and
natural gas, market uncertainty, economic conditions and a variety of additional factors. Since the inception of our
oil and gas activities, commaodity prices have experienced significant fluctuations. The effect of fluctuations on
supply and demand may become more pronounced within specific geographic oil and gas producing areas such as
the Uinta Basin. For a description of factors that may impact future commodity prices, please read “Risk Factors —
Risks Related to the Oil and Natural Gas Industry and Our Business.”

A comparison of our quarterly average net realized oil pricesto the NYMEX WTI index pricesis shown in the
table below.

2009 Year Ended 2010 Year Ended 2011
December 31, December 31,
Q1 Q2 Q3 Q4 2009 Q1 Q2 Q3 Q4 2010 Q1 Q2 Q3
NYMEX WTI .......... $43.08 $59.62 $68.30 $76.19 $61.80 $78.71 $78.03 $76.19 $85.17 $79.53 $94.10 $10256 $89.72
Average Redized
Qil Prices
($/BbI)(L) .o $25.94 $48.71 $56.30 $65.00 $47.87 $67.26 $67.34 $63.56 $69.64 $66.90 $78.48 $86.55 $75.31
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Average Price
Differentid(2)........ 39.8% 183% 17.6% 14.7% 225% 145% 13.7% 16.6% 18.2% 159% 16.6% 156% 16.1%

(1) Realized ail prices do not include the effect of realized derivative contract settlements.

(2) Pricedifferentid represents the difference between NYMEX West Texas Intermediate crude index price and our actual
realized oil prices as a percentage of NYMEX West Texas Intermediate crude index prices.

Crude oil produced and sold in the Uinta Basin has historically sold at a discount to the price quoted by
NYMEX for West Texas Intermediate (WTI) crude oil. Most of the crude oil we produce in the UintaBasin is
known as black wax or yellow wax crude because it has higher paraffin content than crude oil found in most other
major North American basins. Dueto its high paraffin content, it must remain heated during shipping or reheated at
its destination, so our transportation options are more limited than in other basins. Currently, our oil production is
transported by truck to refinersin the Salt Lake City area. In the padt, there have been periods when the discount to
the price quoted by NYMEX for WTI crude oil has substantially increased due to the production of ail in the Uinta
Basin increasing to alevel in excess of the avail able transportation, regional refining capacity or demand for refined
products or due to market shocks. The last such period was late 2008 through early 2009, when oil prices declined
significantly compounded by a decrease in regional demand for products refined from black and yellow wax. Asa
result, refiners had less demand for our type of production yet the differential increased significantly.

Commodity derivatives. To achieve more predictable cash flow and to reduce our exposure to adverse
fluctuations in commodity prices, we generally enter into derivative arrangements for a significant portion of our
crude oil and natural gas production. Please read “—Quantitative and Qualitative Disclosures About Market Risk—
Commodity price exposure.” While these derivative contracts stabilize our cash flows when market prices are bel ow
our contract prices, they also prevent usfrom realizing increases in our cash flow when market prices are higher
than our contract prices. We utilize commodity derivatives to reduce our exposureto fluctuationsin NYMEX WTI
benchmark prices and, to alesser extent, fluctuations in natural gas prices, including natural gas basis differential.
We are unable to effectivel y hedge our oil differential between black or yellow wax and NYMEX WTI. We will
sustain realized and unrealized | osses to the extent our derivatives contract prices are lower than market prices and
conversely, we will sustain realized and unrealized gainsto the extent our derivatives contract prices are higher than
market prices. Our derivatives contracts are not designated as accounting hedges and, as aresult, gains or losses on
derivatives contracts are recorded as other income (expense) in our statements of operations. We view the settlement
of such derivatives contracts as adjustments to the price received for natural gas, crude oil and natural gasliquids
production to determine realized prices.

Principal components of our cos structure

Lease operating expenses. Lease operating expenses are daily costs incurred to bring oil and natural gas out of
the ground, together with the daily costs incurred to maintain our producing properties. Such costs also include field
personnel compensation, utilities, maintenance, repairs and workover expensesrelated to our oil and natural gas
properties.

Production taxes. Production taxes are paid on produced oil and natural gas based on a percentage of revenues
from products sold at market prices (as opposed to hedged prices) or at fixed rates established by federal, state or
local taxing authorities. Where available, we benefit from tax credits and exemptionsin our various taxing
jurisdictions. In general, the amount of production taxes we pay is based on oil and natural gas revenues generated
from our production. We are also subject to ad val orem taxes in the counties where are production islocated. Ad
valorem taxes are generally based on the valuation of our oil and gas properties.

Gathering and transportation expense. Our oil and natural gasis sold under two types of agreements, both of
which are common in our industry. Oneisa sale at the wellhead where we receive a price, net of the transportation
costs incurred by the purchaser. In this case, we record sales at the price received from the purchaser and no
gathering and transportation costs are recognized. Under the other arrangement, our oil or natural gasissold at a
specific delivery point and we are charged transportation costs by the purchaser, which are deducted from our sales
proceeds. In this case, we report revenue at the grass amounts we receive before taking into account transportation
costs, which are reflected in our gatements of operations as gathering and transportation expenses. Due to these two
distinct selling arrangements, our computed realized prices, before the impact of derivative financial instruments,
contain revenues that are reported under two separate bases. Under the first arrangement, we have a lower realized
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price and under the second arrangement we have higher operating costs, but they have a Smilar impact on operating
income.

Depreciation, depletion and amortization (* DD&A”). Depreciation, depletion and amortization includes the
systematic expensing of the capitalized costsincurred to acquire, explore and devel op our oil and natura gas
properties. As a successful efforts company, we capitalize all costs associated with our acquisition and devel opment
efforts and all successful exploration efforts, and allocate such costs to each unit of production using the units-of-
production method. DD& A expenseis separately computed for each project area. The capital expenditures for
proved propertiesin each area compared to the proved reserves corresponding to each project area determine a
weighted average DD&A rate for current production. We adjust future DD& A rates to reflect changesin future
capital expenditures and proved reserves in specific project areas. We do not include unproved propertiesin the
DD&A calculation. We record depreciation expense on the cost of fixed assets related to our gathering infragtructure
and other fixed assets based on their useful lives. DD&A includes accretion expense on our asset retirement
obligations, which isrecognized in connection with the accretion of the discounted liability over the remaining
estimated economic life of the oil and gas property.

Exploration expenses. Exploration expenses consist of exploratory dry hole expenses and costs incurred in
evaluating areasthat are considered to have prospective oil and natural gas reserves, including costs for
topographical, geological and geophysical studies, rights of access to properties and costs of carrying and retaining
undevel oped properties, such as delay rentals.

Impairment of unproved and proved properties. These costs include unproved property impairment and costs
associated with lease expirations. We also record impairment charges for proved properties if we determine that the
carrying value of the properties exceeds estimated future cash flows from the properties. Pleaseread “— Ciritical
accounting policies and estimates — Impairment of proved properties.”

General and administrative expenses. General and administrative expenses include overhead, including payroll
and benefits for our employees, costs of maintaining our corporate office and facilities, costs of managing our
production and devel opment operations, franchise taxes, audit and other professional fees and legal compliance.

Other income (expense)

Gains (losses) on commodity derivatives, net. Gains and losses on commodity derivatives represent (i) the
recognition of unrealized gains and losses associated with our open derivative contracts as commodity prices change
and commodity derivative contracts expire or new derivative contracts are entered into, and (ii) our realized gains
and losses on the settlement of these commodity derivative contracts. We view the settlement of such derivatives
contracts as adjustments to the pricereceived for crude oil, natural gas and natural gas liquids production to
determine realized prices. We classify these gains and |osses as operating activitiesin our statements of cash flows.

Interest expense. Historically, we have financed a portion of our working capital requirements, capital
expenditures and acquisitions with contributions made from borrowings under our parent’s credit facilities and a
prior revolving credit facility maintained by us (“our prior revolving credit facility”). In the future, we expect to
finance our operations with borrowings under our new credit facility in addition to cash generated from operations
and proceeds from this offering. Asaresult, our interest expense is affected by both fluctuationsin interest rates and
our financing decisions. We record the amortization of deferred financing costs (including origination and
amendment fees), commitment fees and annual agency fees as interest expense in our statements of operations. We
capitalize a portion of our interest costs in unproved properties where significant devel opment plans have
commenced. We depreciate capitalized interest over the useful life of the assetsin the same manner asthe
depreciation of the underlying assets.

Income tax expense. As of September 30, 2011, we were a disregarded entity for federal income tax purposes.
Accordingly, no provision for federal or state corporate income taxes has been provided for the nine months ended
September 30, 2011 or prior fiscal years because taxable income is alocated directly to our equity holders. In
connection with the closing of this offering, we will convert into a corporation that will be subject to federal and
state entity-level taxation. We will establish a net deferred tax liability for differences between the tax and book
basis of our assets and liabilities, and we will record a corresponding “first day” tax expense to net income from
continuing operations.
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Factors That Sgnificantly Affect Our Results

Our revenue, cash flow from operations, profitability and future growth depend substantially upon the prices
and demand for crude oil, natural gas and natural gasliquids, the quantity of our crude oil, natural gas and natural
gas liquids production and changes in the fair value of derivative instruments we use to reduce the volatility of the
prices we receive for our crude oil, natural gas and natural gas liquids production. Oil and natural gas prices
historically have been volatile and may fluctuate widdly in the future. Sustained periods of low prices for ail or
natural gas could materially and adversely affect our financia position, our results of operations, the quantities of oil
and natural gas reserves that we can economically produce and the amount we can borrow under our new credit
facility.

Like all businesses engaged in the exploration and production of oil and natural gas, we face the challenge of
natural production declines. Asinitial reservoir pressures are depleted, oil and gas production from a given well will
decline over time. Thus, an oil and natural gas exploration company depletes part of its asset base with each unit of
oil or natural gasit produces. We attempt to overcome this natural decline by drilling to find additional reserves and
acquiring more reserves than we produce. We also eval uate secondary recovery techniques, such as waterflooding,
to potentially enhance recoverable reserves. Our future growth will depend on our ability to enhance production
levels from our existing reserves and to continue to add reserves in excess of production. We will maintain our focus
on increasing production from our existing reserves, as well as deploying the capital necessary to add reserves
through drilling and acquisitions. Our ability to make capital expenditures to increase production from our existing
reserves and add reserves through drilling and acquisitions is dependent on our ahility to access capital to fund our
growth.

Items Impacting Compar ability of Our Financial Results

Asaresult of our separation from our parent and our recent rapid growth through drilling activities, our
historical results of operations and period-to-period comparisons of these results and certain financial data may not
be meaningful. In addition, past results are not indicative of future results.

Results of Operations

The following table summarizes our revenues, expenses and production data for the periods indicated.

Nine M onths Ended

Year Ended December 31, September 30,
2008 2009 2010 2010 2011
(Unaudited)
(I'n thousands)

Revenues:
@ 1 USRI $ 10,447 % 7892 $ 34,060 $ 22451 % 50,200
NBEUTEl g8S....ceieeeerieienieeeeseenee e seesee e seeens 3,208 1,986 4,525 3,207 4,995
Natural gasliquids..........cceeeervecniienrainniens 468 241 502 390 1,676

Total oil and gasrevenues.............c.cceeuee 14,124 10,119 39,087 26,048 56,871
Operating Expenses:
Lease operating EXPENSES........ccevvveveereeareeseens 2,046 1,654 4,466 2,539 7,503
Production taXes..........ccouveeeeeeeeeecieeee e 996 1,998 2,860 2,437 2,741
Gathering and transportation expenses............ 800 1,113 2,274 1,546 3,586
Depreciation, depletion and amortization........ 7,792 5,594 13,852 9,313 20,508
EXploration eXpenses..........ccevveeereeneanenneens - 40 60 59 68
Impairment of oil and gas properties and dry

hole eXpense.......cccvvverv e 1,354
General and administrative expenses.............. 1,653 1,067 3,237 1,635 5,235

Total operating CoStS........ccoveveveveeeererennne. $ 14641 $ 11470 $ 26750 $ 17530 $ 39,642
Income (loss) from operations............ccccveeee (517 (1,352) 12,337 8,518 17,229

Other Income (Expense):
Gains (losses) on commodity derivatives,

41 OSSP - (1,832 (534) 3,383 35,657
INLEreSt EXPENSE. .. eeiveeeeeeeeeeree e eee e (339) (274) (439) (283) (945)
Write-off deferred debt issue costs................. - - - - (814)
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Nine M onths Ended

Year Ended December 31, September 30,
2008 2009 2010 2010 2011
(Unaudited)
(I'n thousands)

Other income (EXPENSE) .....vevverveererereereeeneraneas 76 38 35 (16) -
Total other income (eEXpense) ........ccooveeereeene (263) (2,067) (938) 3,084 33,898

Net INCOME (LOSS) ..o (780) (3,418) 11,399 11,602 51,127
Production Data:
Oil (MBDBIS) ..o 148.8 164.9 510.9 3424 631.5
Natura gas (MCf) ...ccovererirereresereneceins 636.2 571.3 1,275.6 835.8 1,196.1
Natural gasliquids (MbbIS)........cccceevvrinrncnne 7.6 6.2 8.8 7.0 227

Oil equivalents (MBOE) .......ccccceevviveeenne 262.4 266.3 732.3 488.7 853.5

Average daily production (Boe/d) ............. 719 730 2,006 1,790 3,126
Average SalesPrices
Oil, reglized ($/BbI).......cccoovriiiiiiiiiiiiins $70.21 $42.43 $67.64 $67.36 $77.78
Oil, unhedged ($/Bbl) .......ccoooviviiiiiiiiiins 70.21 47.86 66.66 65.57 79.49
Naturd gas, realized (¥Mcf).......ccoveiinnnns 5.04 3.48 411 4.26 4.76
Natural gas, unhedged ($/Mcf)........ccoveenneee. 5.04 3.48 3.55 3.84 4.18
Natural gas, liquids, unhedged ($/Bhl)............ 61.64 38.93 56.95 55.71 73.88
Cost and Expense (per Boe of

Production):
Lease operaing EXPENSE.......cocvevereereeereeseens 7.80 6.23 6.10 5.20 8.79
Production taXes..........ccoererereneneneneneneens 3.79 7.50 391 4.99 321
Gathering and transportation...........cccccceeeenee. 3.05 4.18 311 3.16 4.20
Depreciation, depletion and amortization........ 29.69 21.01 18.92 19.06 24.03

Nine months ended September 30, 2011 as compared to nine months ended September 30, 2010
Revenues

Qil, natural gasand natural gasliquids revenues. Our oil, natural gasand natura gas liquids revenues
increased $30.8 million, or 118%, to $56.9 million for the nine months ended September 30, 2011 as compared to
the nine months ended September 30, 2010. Average daily production increased by 1,336 Boe/d, or 75%, to 3,126
Boe/d for the nine months ended September 30, 2011 as compared to the nine months ended September 30, 2010.
Theincrease in average daily production was primarily due to the commencement of operated drilling activitiesin
Randlett during 2011 and an active drilling program by our operating partnersin our non-operated project areas.
Production in Randlett accounted for 345 Boe/d of the increase, and production from our non-operated properties,
particularly Blacktail Ridge, North Monument Butte and Bridgeland, accounted for theremaining increase. The
higher production amounts contributed to $19.4 million of the revenue increase, and the remaining $11.4 million
increase was attributable to an increase in realized commodity prices. Average oil sales prices, without realized
derivatives, increased by $13.92 per barrel, or 21%, to an average of $79.49 per barrel for the nine months ended
September 30, 2011 as compared to the nine months ended September 30, 2010.

Operating expenses

Lease operating expenses. Our |ease operating expenses increased $5.0 million, or 196%, to $7.5 million for
the nine months ended September 30, 2011 as compared to the nine months ended September 30, 2010. This
increase was primarily due to the higher number of producing wells as aresult of the commencement of production
in Randlett and increased drilling activity in Blacktail Ridge, North Monument Butte and Bridgeland. Although
production increased, per unit lease operating costs increased 69% to $8.79 per Boe primarily due to increased water
production and the associated water disposal costs. Theratio of water to oil produced increased 33% in total, and
63% in Blacktail Ridge, from the nine months ended September 30, 2010 to the nine months ended September 30,
2011. Water disposal is one of thelargest operating costs, and the per barrel cost of disposing water aso increased
approximately 27% from the nine months ended September 30, 2010 as compared to the nine months ended
September 30, 2010. Increased water production also contributes to higher other operating costs, such as chemica
expenses and purchased electricity for artificial lift.
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Production taxes. Our production taxesincreased $0.3 million, or 12%, to $2.7 million for the nine months
ended September 30, 2011 as compared to the nine months ended September 30, 2010. Per unit production taxes,
however, declined $1.78 per Boe to $3.21 per Boe for the nine months ended September 30, 2011 as compared to
the nine months ended September 30, 2010 primarily due to increased drilling activity. New wells qualify for
severance tax exemptions on tribal and state lands of twelve and six months, respectively. As aresult, new
production is not subject to severance tax and yields a lower effective tax rate in periods of increasing production
from new wells.

Gathering and transportation expense. Our gathering and transportation expense increased $2.0 million, or
132%, to $3.6 million for the nine months ended September 30, 2011 as compared to the nine months ended
September 30, 2010, primarily due to increased production volumes. Gathering and transportation expense per unit
increased $1.04 per Boe to $4.20 per Boe for the nine months ended September 30, 2011 as compared to the nine
months ended September 30, 2010, primarily dueto our entry into a new natural gas marketing agreement in
Blacktail Ridgein 2011 that charges higher gathering costs but allows us to capture value from natural gasliquids.
Our gathering expenses in Blacktail Ridge increased $0.9 million for the nine months ended September 30, 2011 as
compared to the nine months ended September 30, 2010.

Depreciation, depletion and amortization (DD&A). Our depreciation, depletion and amortization expense
increased $11.2 million, or 120%, to $20.5 million for the nine months ended September 30, 2011 as compared to
the nine months ended September 30, 2010. Theincreasein DD&A expense for the nine months ended September
30, 2011 was primarily due to both increased production volumes and an increase in the DD&A rate. The DD&A
rate increased $4.97 per Boe, or 26%, to $24.03 per Boe for the nine months ended September 30, 2011 as compared
to the nine months ended September 30, 2010. Theincreasein the DD& A rate was primarily due to an increase in
capital expenditures without proportional associated proved devel oped reserve additions for the period, particularly
in our Bridgeland project area.

General and administrative expenses. Our general and administrative expenses increased $3.6 million, or
220%, to $5.2 million for the nine months ended September 30, 2011 as compared to the nine months ended
September 30, 2010. Thisincrease resulted primarily from compensation, benefits and other overhead associated
with the additional personnel employed in connection with the expansion of our operations. As of September 30,
2011, we had 44 full-time employees compared to 18 employees as of September 30, 2010.

Other income (expense)

Gains (losses) on commodity derivatives, net. Asaresult of our derivative activities, we incurred cash
settlement losses of $0.5 million for the nine months ended September 30, 2011 and cash settlement gains of $1.1
million for the nine months ended September 30, 2010. In addition, asaresult of forward oil price changes, we
recognized $36.2 million of unrealized gains for the nine months ended September 30, 2011 and $2.3 million of
unrealized losses for the nine months ended September 30, 2010. Unrealized gains during the nine months ended
September 30, 2011 occurred as ail prices declined in the third quarter of 2011 relative to the oil hedges in place.

Interest expense. Our interest expense increased $0.7 million to $0.9 million for the nine months ended
September 30, 2011 as compared to the nine months ended September 30, 2010. Interest costsincreased in
conjunction with higher borrowingsto fund our devel opment drilling program and acquisitions during the nine
months ended September 30, 2011. Additionally, we expensed $0.8 million of deferred loan costs in the nine months
ended September 30, 2011 when we refinanced our credit facility in May 2011.

Year ended December 31, 2010 as compared to year ended December 31, 2009
Revenues

Qil, natural gasand natural gasliquids. Our oil, natura gas and natural gas liquids sales revenues increased
$29.0 million, or 286%, to $39.1 million for the year ended December 31, 2010 as compared to the year ended
December 31, 2009. Average daily production increased 1,276 Boe/d, or 175%, to 2,006 Boe/d for the year ended
December 31, 2010 as compared to the year ended December 31, 2009. The increase in average daily production
was primarily due to increased drilling in response to higher oil prices in our Blacktail Ridge, North Monument
Butte and Bridgeland project areas as aresult of higher oil prices. The higher production volumes contributed $17.7



million of the revenue increase, and the remaining $11.3 million increase was attributable to an increase in realized
commodity prices. Average oil sales prices, without realized derivatives, increased $18.80, or 39%, per barrel to
$66.66 per barrel for the year ended December 31, 2010 as compared to the year ended December 31, 2009.

Operating expenses

Lease operating expenses. Our |ease operating expenses increased $2.8 million, or 169%, to $4.5 million for
the year ended December 31, 2010 as compared to the year ended December 31, 2009. This increase was primarily
due to the higher number of producing wells asaresult of the increased drilling activity in our Blacktail Ridge,
North Monument Butte and Bridgeland project areas. Per unit lease operating costs declined $0.10 per Boe, or 2%,
to $6.10 per Boe for the year ended December 31, 2010 as compared to the year ended December 31, 2009 dueto
the 175% increase in production providing greater economies of scale for fixed costs.

Production taxes. Our production taxes increased $0.9 million, or 43%, to $2.9 million for the year ended
December 31, 2010 as compared to the year ended December 31, 2009. Per unit production taxes, however, declined
$3.59 per Boe, or 48%, to $3.91 per Boe for the year ended December 31, 2010 as compared to the year ended
December 31, 2009 primarily due to increased drilling activity. New wells qualify for severance tax exemptionson
tribal and state lands for twelve and six months, respectively. As aresult, new production isnot subject to severance
tax and yields alower effective tax rate in periods of increasing production from new wells.

Gathering and transportation expense. Our gathering and transportation expenses increased $1.2 million, or
104%, to $2.3 million for the year ended December 31, 2010 as compared to the year ended December 31, 2009.
Gathering and transportation costs per unit decreased $1.07 per Boe, or 26%, to $3.11 per Boe for the year ended
December 31, 2010 as compared to the year ended December 31, 2009. The decrease in per unit gathering and
transportation was primarily due to a reduction of the contribution of production from higher cost project areas and
higher total production in project areas in which we have a fixed component to our infield gathering rate.

Depreciation, depletion and amortization (DD&A). Our depreciation, depletion and amortization expense
increased $8.3 million, or 148%, to $13.9 million for the year ended December 31, 2010 as compared to the year
ended December 31, 2009. Theincrease was primarily due to a 175% increase in production volumes partially offset
by a declinein the DD&A rate. The DD&A rate declined $2.09 per Boe, or 10%, to $18.92 per Boe for the year
ended December 31, 2010 as compared to the year ended December 31, 2009. The decreasein the DD& A rate was
due to an increase in associated proved devel oped reserve additions recorded within the period in proportion to the
capital expendituresin the same period, in particular in Blacktail Ridge and North Monument Butte.

General and administrative expenses. Our general and administrative expenses increased $2.2 million, or
203%, to $3.2 million for the year ended December 31, 2010 as compared to the year ended December 31, 2009.
Thisincrease resulted primarily from compensation, benefits and other overhead associated with the additional
personnel hired to execute our strategic shift to becoming an operator. As of December 31, 2010, we had 23 full-
time empl oyees compared to eight employees as of December 31, 2009.

Other income (expense)

Gains (losses) on commodity derivatives, net. Asaresult of our derivative activities, we incurred cash
settlement gains of $1.1 million for the year ended December 31, 2010 and cash settlement losses of $0.9 million for
the year ended December 31, 2009. In addition, as aresult of forward il price changes, we recognized $1.6 million
of unrealized losses in 2010 and $0.9 million of unrealized |osses during 2009.

Interest expense. Interest expense increased $0.2 million to $0.4 million for the year ended December 31, 2010

as compared to the year ended December 31, 2009. At December 31, 2010 the outstanding debt bal ance under our
prior revolving credit facility was $10.0 million with a weighted average interest rate of 4.83%.
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Year ended December 31, 2009 as compared to year ended December 31, 2008
Revenues

Qil, natural gasand natural gasliquids revenues. Our oil, natural gas and natural gasliquids sales revenues
decreased $4.0 million, or 28%, to $10.1 million for the year ended December 31, 2009 as compared to the year
ended December 31, 2008. Our operating partners drilled fewer wellsin 2009 as aresult of the declinein
commaodity prices and our average daily production only increased 11 Boe/d to 730 Boe/d for the year ended
December 31, 2009 as compared to the year ended December 31, 2008. Average oil sales prices, without realized
derivatives, declined by $22.35 per barrel, or 32%, to $47.86 per barre for the year ended December 31, 2009 as
compared to the year ended December 31, 2008.

Operating expenses

Lease operating expenses. Our |ease operating expenses decreased $0.4 million, or 19%, to $1.7 million for the
year ended December 31, 2009 as compared to the year ended December 31, 2008. This decrease was primarily due
to the significant reduction in the number of new wells drilled and the shut-in of some wells during the first half of
2009 asaresult of low oil prices. Per unit operating costs decreased $1.57 per Boe, or 20%, to $6.23 per Boe for the
year ended December 31, 2009 as compared to the year ended December 31, 2008. Even as production for the year
ended December 31, 2009 wasrelatively flat as compared to the year ended December 31, 2008, our per unit costs
decreased partially due to a 21% lower water to oil production ratio. Water disposal is one of the largest operating
costs and we produced less water on a similar level of oil production for the year ended December 31, 2009 as
compared to the year ended December 31, 2008. In addition, our operating partners performed fewer workovers and
repairsin thelower cost environment during the year ended December 31, 2009 as compared to the year ended
December 31, 2008.

Production taxes. Our production taxesincreased $1.0 million, or 101%, to $2.0 million for the year ended
December 31, 2009 as compared to the year ended December 31, 2008. Production taxes per unit, however,
increased $3.71 per Boe, or 98%, to $7.50 per Boe for the year ended December 31, 2009 as compared to the year
ended December 31, 2008 primarily due to the expiration of severance tax exemptions. Our operating partners
drilled 60% fewer wells during the year ended December 31, 2009 as compared to the year ended December 31,
2008, and the severance tax holidays for many of the wells drilled in 2008 expired.

Gathering and transportation expense. Our gathering and transportation expenses increased $0.3 million, or
39%, to $1.1 million for the year ended December 31, 2009 as compared to the year ended December 31, 2008. Per
unit gathering and transportation expenses increased $1.13 per Boe, or 37%, to $4.18 per Boe for the year ended
December 31, 2009 as compared to the year ended December 31, 2008, primarily due to decreases in natura gas
production volumes in Wolf Flat and Section 36, which have afixed component to the infield gathering rate.

Depreciation, depletion and amortization (DD&A). Our depreciation, depletion and amortization expense
decreased $2.2 million, or 28%, to $5.6 million for the year ended December 31, 2009 as compared to the year
ended December 31, 2008. The DD&A rate declined $8.68 per Boe, or 29%, to $21.01 per Boe for the year ended
December 31, 2009 as compared to the year ended December 31, 2008. The decrease in the cost per unit from 2008
to 2009 was primarily due to an increase in proved reserves proportional to the capital expenditures, which reduced
the depletion rate.

Impairment of unproved and proved properties. During the years ended December 31, 2009 and 2008, we
recorded a non-cash impairment charge of $0 and $1.4 million, respectively, on our proved oil and gas properties as
aresult of future cash inflows being less than the net book value of the properties.

General and administrative expenses. Our general and administrative expenses decreased $0.6 million, or 35%,
to $1.1 million for year ended December 31, 2009 as compared to the year ended December 31, 2008. This decrease
resulted from a cessation of drilling activitiesin the first half of 2009 due to low commodity prices during that time
period and our parent’ s contracted management team focusing more of their resources on the midstream operations
of our parent, which reduced the allocation of general and administrative cost to us.
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Other income (expense)

Gains (losses) on commodity derivatives, net. For the years ended December 31, 2009 and 2008, we incurred
cash settlement losses of $0.9 million and $0, respectively, on contract settlements of our crude oil derivative
transactions. In addition, we recognized $0.9 million of unrealized | osses during the year ended December 31, 2009
as compared to no unrealized gains or losses during the year ended December 31, 2008.

Interest expense. Interest expense remained relatively constant at approximately $0.3 million for the years
ended December 31, 2009 and 2008 due to allocations of interest from our parent’s borrowings under its credit
facility.

Liquidity and Capital Resour ces

Our primary sources of liquidity to date have been capital contributions from our equity holders, borrowings
under our parent’s credit facilities, our prior revolving credit facility and a prior bridge loan provided by one of our
equity holders and cash flows from operations. Our primary use of capita has been for the acquisition, devel opment
and exploration of oil and natural gas properties. We continually monitor potential capital sources, including equity
and debt financings, in order to meet our planned capital expenditures and liquidity requirements. Our future success
in growing proved reserves and production will be highly dependent on our ability to access outside sources of

capital.
Liquidity and cash flow

Our cash flows for the years ended December 31, 2008, 2009 and 2010 and for the nine months ended
September 30, 2010 and 2011 are presented below:

Nine M onths Ended
Year Ended December 31, September 30,
2008 2009 2010 2010 2011

(Unaudited)

(I'n thousands)
Net cash provided by (used in) operating

ACHIVITIBS. .. $ 9659 $ (1,300 $ 23118 $ 15027 $ 33,558
Net cash used in investing activities................ (27,298) (10,491) (56,417) (30,352) (107,785)
Net cash provided by (used in) financing

ACHIVITIES .. 17,649 11,955 33,205 18,615 74,377
Net change in CasN.........ccovveeveereeeeeceereereeneans $ 10 $ 153 $ (%) $ 320 $ 150

Net cash provided by operating activities was $15.0 million and $33.6 million for the nine months ended
September 30, 2010 and 2011, respectively. Theincrease in cash flows from operations was primarily the result of
increased oil and gas revenues from increased production volumes at higher crude oil prices.

Net cash provided by (used in) operating activities was $9.7 million, ($1.3) million and $23.1 million for the
years ended December 31, 2008, 2009 and 2010, respectively. The decreasein cash flows from operations for the
year ended December 31, 2009 compared to period ended December 31, 2008 was primarily the result of decreased
revenues from oil and gas sales asaresult of lower crude oil prices during 2009. Cash flows from operations during
the year ended December 31, 2010 increased compared to 2009 dueto increased oil and gas revenues from increased
production volumes at higher realized crude ail prices.

Our operating cash flows are sensitive to anumber of variables, the most significant of which is the volatility of
oil and gas prices. Regional and worldwide economic activity, weather, infrastructure capacity to reach markets and
other variable factors significantly impact the prices of these commodities. These factors are beyond our control and
are difficult to predict. For additional information on the impact of changing prices on our financial position, please
read “— Quantitative and Qualitative Disclosures About Market Risk” below.

Net cash used in investing activities was $30.4 million and $107.8 million during the nine months ended

September 30, 2010 and 2011, respectively. This increase was primarily aresult of increased capital expenditures
for drilling and devel opment costs and acquisitionsin 2011, particularly related to our operated drilling program in
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Randlett. Costs incurred in the development of our Randlett program were $43.5 million in 2011. Additionally, we
incurred $19.4 million of leasehold and acquisition costs during the nine months ended September 30, 2011
compared to $0.4 million for the comparable period in 2010.

Net cash used in investing activities was $27.3 million, $10.5 million and $56.4 million during the years ended
December 31, 2008, 2009 and 2010, respectively, primarily as aresult of our capital expenditures for drilling and
development costs. The decrease in cash flows used in investing activities during the year ended December 31, 2009
compared to the year ended December 31, 2008 was attributable to a decline in drilling activities during 2009 as a
result of the depressed commodity prices of oil and natural gas. Theincrease in cash used in investing activities for
the year ended December 31, 2010 compared to the year ended December 31, 2009 was attributable to increased
drilling activity during 2010 in response to increased oil prices.

Our capital expenditures for the years ended December 31, 2008, 2009 and 2010 and the nine months ended
September 30, 2011 are summarized in the following table:

Nine M onths
Ended
Year Ended December 31, September 30,
2008 2009 2010 2011
(Unaudited)
(In thousands)
Drilling and completion of wells..................... $ 26,628 $ 13,876 $ 62,193 $ 101,249
Leasehold acquisitions............ccoecvevvieenrennnnn, 80 864 3,789 18,016
Construction of gathering infrastructure........... - - - 2,985
Information technology and other.................... 41 111 237 160
TOB (L) e $ 26749 _$ 14852 _$ 66219 _$ 122409

(1) Capita expendituresin the table above are presented on an accrua basis. Additionsto property and equipment in the
Statements of Cash Flows in thisreport reflect capital expenditures on a cash basis, when payments are made.

Net cash provided by financing activities was $18.6 million and $74.4 million for the nine months ended
September 30, 2010 and 2011, respectively. For the nine months ended September 30, 2010 and 2011, the net cash
provided by financing activities consisted primarily of proceeds from capita contributions from our parent’s equity
investors, a portion of which our parent contributed to us, and borrowings under our parent’s credit facilities and our
prior revolving credit facility. During the nine months ended September 30, 2010 and 2011, our parent’s equity
investors invested $61 million and $49 million, respectively, in our parent. Our long-term debt was $10.0 million at
December 31, 2010 and $36.8 million a September 30, 2011.

Net cash provided by financing activities was $17.7 million, $12.0 million and $33.2 million for the years ended
December 31, 2008, 2009 and 2010, respectively. For the years ended December 31, 2008, 2009 and 2010, the net
cash provided by financing activities consisted primarily of proceeds from capital contributions from our parent and
borrowings under our prior revolving credit facility. Our long-term debt was $10 million at December 31, 2010.

Capital resources

Parent credit facilities. During 2010 and 2011, we incurred indebtedness under the credit facilities described
bel ow to partially fund our drilling activities and lease acquisitions, including our recent Horseshoe Bend
acquisition. Our historical financial information prior to 2010 reflects our share of indebtedness incurred by our
parent and astransferred to us as a parent contribution and used to fund our operations. Pleaseread “—Items
Impacting Comparability of Our Financial Results.”

We repaid our prior revolving credit facility on May 27, 2011 with proceeds from arevolving credit facility
at our parent, which we guaranteed. Our prior revolving credit facility included an initial $55.0 million
borrowing base on our oil and gas reserves and atotal borrowing base of $95.0 million. We used $30.7
million of proceeds from our parent’srevolving credit facility to repay all of the outstanding borrowings
and accrued interest on our prior revolving credit facility and paid $0.6 million of fees and expenses at
closing. On December [e], 2011, the oil and gas borrowing base of our parent’ srevolving credit facility
increased to $135 million on a$180 million global borrowing base.
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Our parent entered into a $50.0 million senior secured second lien credit facility on September 30, 2011.
On September 30, 2011 our parent borrowed $24.5 million under this facility and on November 7, 2011,
our parent borrowed the remaining $25.5 million in availability under thisfacility. Our parent contributed
to our capital al of the proceeds of these borrowingsin order to fund our drilling activities and acquisitions.

Immediately prior to the closing of this offering, we intend to assume approximately $ million in aggregate
principal amount of the loans outstanding under our parent’scredit facilities, which loans are secured by lienson
substantially all of our properties. We will use a portion of the net proceeds from this offering to repay in full such
assumed debt at the closing of this offering. Upon repayment in full of the loans, we will be released from any
further obligations under our parent’s credit facilities and the liens on our properties will be released.

New credit facility. In connection with this offering, we will enter into a new senior secured reserve-based
revolving credit facility. The borrowing base under our new credit facility will be subject to periodic re-
determination by the lenders at their sole discretion and cons stent with their normal oil and gaslending criteria. Our
new credit facility will be available for our general corporate purposes, including, without limitation, working
capital for exploration and production operations. Our obligations under our new credit facility will be secured by
substantially all of our assets. As of the closing of this offering, we expect to have no debt outstanding under our
new credit facility.

Our new credit facility is expected to contain various covenants that will limit our ability to incur indebtedness,
grant certain liens, make certain loans, advances and investments, make dividends, distributions or redemptions,
merge or consolidate, engage in certain asset dispositions, including asale of all or substantially all of our assets,
enter into certain transactions with affiliates, grant negative pledges or agree to restrict dividends or distributions
from subsidiaries, allow certain gasimbalances, take-or-pay or other prepayments with respect to our oil and gas
properties or enter into certain hedging agreements.

Future capital requirements. Our future natural gas, crude oil and natural gas liquids reserves and production,
and therefore our cash flow and results of operations, are highly dependent on our success in efficiently developing
and exploiting our current reserves and economically finding or acquiring additional recoverable reserves. We
intend to grow our reserves and production by increasing our operated drilling activities and participating in wells
drilled by our partners. We anticipate that acquisitions, including acquisitions of undeveloped leasehold interests,
will continue to play a significant role in our business strategy as those opportunities periodically arise from time to
time.

The amount and allocation of capital we spend may fluctuate materially based on drilling results, market
conditions and drilling permit availability. To date, our 2011 capital budget has been funded from borrowings under
our parent’s credit facilities and capita contributions from our parent, which were made out of capital contributions
of $100 million to our parent from its equity investors. We believe the net proceeds from this offering together with
cash flows from operations and borrowings under our new credit facility should be more than sufficient to fund our
2012 capital expenditure budget.

Our total 2012 capital expenditure budget is expected to be $[e] million, conssting of:

$ ] million for drilling and completing operated wells;
$[ ] million for drilling and completing non-operated wells;
$[ @] million for maintaining our leasehold position;

$ ] million for constructing strategic infrastructure to support production in our core project areas;
and

$[e] million in unallocated funds for general corporate purposes.
We actively review acquisition opportunities on an ongoing basis. Our ability to make sgnificant additional

acquisitions for cash would require usto obtain additiona equity or debt financing, which we may not be able to
obtain on terms acceptableto us or at all. Any decision regarding a financing transaction, and our ahility to
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complete such atransaction, will depend on prevailing market conditions and other factors. Our ability to continue
to meet our liquidity requirements and execute on our growth strategy can be impacted by economic conditions
outside of our control, such asthe recent disruption in the capital and credit markets, as well as continued
commaodity price volatility, which could, among other things, lead to a decline in the borrowing base under our
revolving credit facility in connection with a borrowing base redetermination. In such case, we may be required to
seek other sources of capital earlier than anticipated, although the restrictionsin our credit agreements may impair
our ability to access other sources of capital, and access to additional capital may not be available on terms
acceptableto usor at al.

Obligations and Commitments

We have the following contractual obligations and commitments as of September 30, 2011 (in thousands):

Payments Due by Period

LessThan More Than

Contractual Obligations Total 1Year 1-3Years 3-5Years 5Years
Allocated portion of our parent’s senior

secured revolving credit facility(1)............. $ 12347 $ - $ - $ 12347 $ -
Allocated portion of our parent’ s second lien

credit facility(1).coovoeeeeereeeeeee e 24,500 - - - 24,500
Operating 1€8S8H(2).....covveveereereeensiere e 3,005 341 2,218 446 -
Drilling rig commitments(2) .........ccceeeveeerennne 3,593 3,593 - - -
Asset retirement obligations(3) .........cccceveenee 1,705 - - - 1,705

Total contractual cash obligations................ $ 45150 $ 3934 % 2218 $§ 12793 $ 26205

(1) Amount excludes applicable interest during the periods presented.

(2) Pleaseread Note [7] to our audited financial statements for a description of lease obligations and drilling contract
commitments.

(3) Amounts represent our estimate of future asset retirement obligations on an undiscounted basis. Because these costs
typically extend many years into the future, estimating these future costs requires management to make estimates and
judgments that are subject to future revisions based upon numerous factors, including the rate of inflation, changing
technology and the political and regulatory environment. Please read Note [5] to our audited financial statements.

Critical accounting policies and estimates

The discussion and analysis of our financia condition and results of operations are based upon our financial
statements, which have been prepared in accordance with accounting principles generally accepted in the United
States. The preparation of our financial statements requires us to make estimates and assumptions that affect the
reported amounts of assets, liabilities, revenues and expenses and related disclosure of contingent assets and
liabilities. Certain accounting policies involve judgments and uncertainties to such an extent that thereis reasonable
likelihood that materially different amounts could have been reported under different conditions, or if different
assumptions had been used. We evaluate our estimates and assumptions on aregular basis. We base our estimates on
historical experience and various other assumptionsthat are believed to be reasonable under the circumstances, the
results of which form the basis for making judgments about the carrying values of assets and liabilities that are not
readily apparent from other sources. Actua results may differ from these estimates and assumptions used in
preparation of our financial statements. We provide expanded discussion of our more significant accounting
policies, estimates and judgments bel ow. We believe these accounting policies reflect our more significant estimates
and assumptions used in preparation of our financia statements. Please read Note [e] to our audited financial
statements for a discussion of additional accounting policies and estimates made by management.

Method of accounting for oil and natural gas properties

Qil and natural gas exploration and devel opment activities are accounted for using the successful efforts
method. Under this method, all property acquisition costs and costs of exploratory and development wells are
capitalized when incurred, pending determination of whether the well has found proved reserves. Costs to drill
exploratory wells that do not find proved reserves, delay rentals and geological and geophysical costs are expensed
asincurred. The costs of devel opment wells are capitalized whether productive or nonproductive. All capitalized
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well costs and leasehold costs of proved properties are amortized on a unit-of-production basis over the remaining
life of proved developed reserves and proved reserves, respectively.

Unproved properties consist of costs incurred to acquire unproved leases, or lease acquisition costs. Unproved
lease acquisition costs are capitalized until the leases expire or when we specifically identify leases that will revert
to the lessor, at which time we expense the associated unproved lease acquisition costs. The expensing of the
unproved lease acquisition costs is recorded as impairment expense in the statement of operationsin our financial
statements. Lease acquisition costs related to successful exploratory drilling arereclassified to proved properties and
depleted on a unit-of-production basis.

Oil and natural gas reserve quantities and sandardized measure of future net revenue

Our independent engineers and technica staff prepare our estimates of oil and natural gas reserves and
associated future net revenues. The SEC has defined proved reserves as the estimated quantities of oil and gas which
geological and engineering data demonstrate with reasonabl e certainty to be recoverable in future years from known
reservoirs under existing economic and operating conditions. The process of estimating oil and gas reservesis
complex, requiring significant decisionsin the evaluation of available geological, geophysical, engineering and
economic data. The data for a given property may also change substantially over time as aresult of numerous
factors, including additional development activity, evolving production history and a continual reassessment of the
viability of production under changing economic conditions. As aresult, material revisionsto existing reserve
estimates occur from time to time. Although every reasonable effort is made to ensure that reserve estimates
reported represent the most accurate assessments possible, the subjective decisions and variances in available data
for various properties increase the likelihood of significant changes in these estimates. If such changes are material,
they could significantly affect future amortization of capitalized costs and result in impairment of assets that may be
material.

Revenue recognition

Revenue from our interestsin producing wells isrecognized when delivery to the purchaser has occurred, at
which time the customer has taken title and assumed the risks and rewards of ownership, and collectability is
reasonably assured. We report revenue as the gross amount received before taking into account production taxes and
transportation costs, which arereported as separate expenses. Sincethereisaready market for oil and natura gas,
we sell the majority of production soon after it is produced at various locations. As aresult, we maintain a minimum
amount of product inventory in storage.

I mpairment of proved properties

We review our proved oil and natural gas properties for impairment whenever events and circumstances
indicate that a declinein the recoverability of their carrying value may have occurred. We estimate the expected
undiscounted future cash flows of our oil and natural gas properties and compare such undiscounted future cash
flows to the carrying amount of the oil and natural gas properties to determine if the carrying amount is recoverable.
If the carrying amount exceeds the estimated undiscounted future cash flows, we will adjust the carrying amount of
the oil and natural gas propertiesto fair value. The factors used to determine fair value are subject to our judgment
and expertise and include, but are not limited to, recent sales prices of comparable properties, the present value of
future cash flows, net of estimated operating and devel opment costs using estimates of proved reserves, future
commaodity pricing, future production estimates, anticipated capital expenditures, and various discount rates
commensurate with the risk and current market conditions associated with realizing the expected cash flows
projected. Because of the uncertainty inherent in these factors, we cannot predict when or if future impairment
charges for proved properties will be recorded.

I mpairment of unproved properties
We assess our unproved properties periodically for impairment on a property-by-property basis based on

remaining lease terms, drilling results or future plansto devel op acreage and record impairment expense for any
declinein value.
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We have higtorically recognized impairment expense for unproved properties at the time when the lease term
has expired or sooner if, in management’ s judgment, the unproved properties have lost some or al of their carrying
value. We consider the following factorsin our assessment of the impairment of unproved properties:

the remaining amount of unexpired term under our leases;

our ability to actively manage and prioritize our capital expendituresto drill leases and to make payments
to extend leases that may be closer to expiration;

our ability to exchange lease positions with other companiesthat allow for higher concentrations of
ownership and devel opment;

our ability to convey partial mineral ownership to other companiesin exchange for their drilling of leases;
and

our evaluation of the continuing successful results from the application of completion technology by us or
by other operatorsin areas adjacent to or near our unproved properties.

The assessment of unproved properties to determine any possible impairment requires managerial judgment.
Asset retirement obligations

In accordance with the Financial Accounting Standard Board' s (FASB) authoritative guidance on asset
retirement obligations, or ARO, we record the fair value of aliahility for alegal obligation to retire an asset in the
period in which the liability isincurred with the corresponding cost capitalized by increasing the carrying amount of
therelated long-lived asset. For oil and gas properties, thisis the period in which the well isdrilled or acquired. The
ARO represents the estimated amount we will incur to plug, abandon and remediate the properties at the end of their
productive lives, in accordance with applicable state laws. Theliability is accreted to its present val ue each period
and the capitalized cost is depreciated on the unit-of-production method. The accretion expenseisrecorded asa
component of depreciation, depletion and amortization in our statement of operations.

We determine the ARO by calculating the present value of estimated cash flows related to the liability.
Estimating the future ARO requires management to make estimates and judgments regarding timing, existence of a
liability, as well as what constitutes adequate restoration. Inherent in the fair value cal culation are numerous
assumptions and judgments including the ultimate costs, inflation factors, credit adjusted discount rates, timing of
settlement and changesin the legal, regulatory, environmental and political environments. To the extent future
revisions to these assumptions impact the fair value of the existing ARO liahility, a corresponding adjustment is
made to the related asset.

Derivatives

Werecord all derivative instruments on the balance sheet as either assets or liabilities measured at their
estimated fair value. We have not designated any derivative instruments as hedges for accounting purposes and we
do not enter into such instruments for speculative trading purposes. Realized gains and realized | osses from the
settlement of commodity derivative instruments and unrealized gains and unrealized | osses from val uation changes
in the remaining unsettled commodity derivative instruments are reported under Other Income (Expense) in our
statement of operations.

Recent accounting pronouncements

Fair Value. In May 2011, the FASB issued authoritative guidance which provides a consistent definition of fair
value and common requirements for measurement of and disclosure about fair value between GAAP and
International Financia Reporting Standards. This new guidance changes some fair value measurement principles
and disclosure requirements, but does not require additional fair value measurements and isnot intended to establish
valuation standards or affect valuation practices outside of financia reporting. The update is effective for annual
periods beginning after December 15, 2011 and we are in the process of evaluating the impact, if any, the adoption
of this update will have on our financial statements.
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In January 2010, the FASB issued authoritative guidance to update certain disclosure requirements and added
two new disclosure requirements related to fair value measurements. The guidance requires a gross presentation of
activities within the Level 3 roll forward and adds a new requirement to disclose details of significant transfersin
and out of Level 1 and 2 measurements and the reasons for the transfers. The new disclosures are required for al
companies that arerequired to provide disclosures about recurring and nonrecurring fair value measurements, and is
effective thefirst interim or annual reporting period beginning after December 15, 2009, except for the gross
presentation of the Level 3rall forward information, which is required for annual reporting periods beginning after
December 15, 2010 and for interim reporting periods within those years. The adoption of this guidance did not have
a significant impact on our financial position, results of operations or cash flows.

Oil and Gas Reporting Requirements. In December 2008, the SEC released the fina rule, “Modernization of
Qil and Gas Reporting,” which adopts revisionsto the SEC’ s ail and gasreporting disclosure requirements. The
disclosure requirements under this final rule requirereporting of oil and gas reserves using the unweighted
arithmetic average of the first-day-of-the-month price for the preceding twel ve months rather than year-end prices,
and the use of new technol ogies to determine proved reserves if those technol ogies have been demonstrated to result
in reliable conclusions about reserves volumes. Companies are allowed, but not required, to disclose probable and
possible reservesin SEC filings. In addition, companies are required to report the independence and qualifications of
their reserves preparer or auditor and file reports when athird party isrelied upon to prepare reserves estimates or
conduct areserves audit. In January 2010, the FASB issued authoritative guidance on oil and gasreserve estimation
and disclosure, aligning their requirements with the SEC’ s final rule. We have presented and applied this new
guidance for our reserve estimates as of December 31, 2009 and 2010 and as of September 30, 2011. Reserve
estimates as of December 31, 2008 were prepared consistent with the former rules and regulations of the SEC.

Business Combinations. In December 2010, the FASB issued an accounting standards update rel ating to
disclosure of supplementary pro forma information for business combinations. This guidance provides clarification
on disclosure requirements and amends current guidance to reguire entities to disclose pro forma revenue and
earnings of the combined entity as though the acquisition date for all business combinations that occurred during the
current year had been as of the beginning of the comparable prior annual reporting period. Qualitative disclosures
describing the nature and amount of any material, nonrecurring pro forma adjustments directly attributable to the
business combinationsincluded in the reported pro forma revenue and earnings are also required. This guidanceis
effective for business combinations with acquisition dates on or after the beginning of the first annual reporting
period beginning on or after December 15, 2010, with early adoption permitted. This pronouncement affects only
disclosures and did not impact our financial condition and results of operations.

Internal Controlsand Procedures

Prior to the completion of this offering, we have been a private company with limited accounting personnd to
adequately execute the accounting and reporting processes required to be a public company and other supervisory
resources with which to address our internal control over financial reporting.

We arenot currently required to comply with the SEC’ srules implementing Section 404 of the Sarbanes Oxley
Act of 2002, and are therefore not required to make a formal assessment of the effectiveness of our interna control
over financial reporting for that purpose. Upon becoming a public company, we will be required to comply with the
SEC’ srules implementing Section 302 of the Sarbanes-Oxley Act of 2002, which will require our management to
certify financial and other information in our quarterly and annual reports and provide an annua management report
on the effectiveness of our internal control over financial reporting. We will not be required to make our first
assessment of our internal control over financial reporting until the year following our first annua report required to
be filed with the SEC. To comply with the requirements of being a public company, we will need to upgrade our
systems, including information technol ogy, implement additional financial and management controls, reporting
systems and procedures and hire additional accounting, finance and legal staff.

Further, our independent registered public accounting firm isnot yet required to formally attest to the
effectiveness of our interna controls over financia reporting until the year following our first annual report required
to be filed with the SEC. Onceit isrequired to do so, our independent registered public accounting firm may issue a
report that is adversein the event it isnot satisfied with the level at which our controls are documented, designed,
operated or reviewed. Our remediation efforts may not enable us to remedy or avoid material weaknesses or
significant deficiencies in the future.
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Inflation

Inflation in the United States has been relatively low in recent years and did not have a material impact on our
results of operationsfor the years ended 2008, 2009 and 2010 or the nine months ended September 30, 2011.
Although the impact of inflation has been insignificant in recent years, it is still afactor in the United States
economy and we tend to experience inflationary pressure on the cost of oilfield services and equipment asincreasing
oil and gas pricesincrease drilling activity in our areas of operations.

Quantitative and Qualitative Disclosures About Market Risk

We are exposed to a variety of market risksincluding commaodity price risk, interest rate risk and counterparty
and customer risk. We address these risks through a program of risk management including the use of derivative
instruments.

Commodity price exposure. We are exposed to market risk as the prices of oil and natural gas fluctuate as a
result of changesin supply and demand and other factors. To partially reduce price risk caused by these market
fluctuations, we have entered into derivative instrumentsin the past and expect to enter into derivative instruments
in the future to cover a sgnificant portion of our future production.

We utilize derivative financial instruments (primarily swaps, costless collars and basis swaps) to manage risks
related to changesin ail prices. Werecord all derivative instruments at fair value. The credit standing of our
counterparties is analyzed and factored into the fair value amounts recognized on the balance shest.

The following isa summary of our derivative contracts as of September 30, 2011:

Remaining
Year 2011 Year 2012 Year 2013 Year 2014 Year 2015 Year 2016

Oil positions(1):
Swaps:

Hedged volume (BhIS) .......cccoevieiinnns 250,089  1,343956 1,436,077 176,263 150,236 45,519

Weighted average price (¥Bhl) ............... $ 9451 $ 9465 $ 9263 $ 9148 $ 9215 $ 9813
Callars:

Hedged volume (BbIS) .......ccoveverveennen. 15,000 46,000 - 222567 175,169 82,397

Weighted average floor price ($/Bbl)....... $ 8000 $ 8000 $ - $ 9167 $ 9167 $ 9167

Weighted average ceiling price (¥Bbl).... $ 9950 $ 9950 $ - $ 11033 $ 11033 $ 11033
Natural gas positions(2):
Henry Hub Swaps:

Hedged volume (MMBLU) ..........cccceen.ee. 101,500 359,004 - - - -

Weighted average price (YMMBu)......... $ 612 $ 6.09 $ - $ - $ - $ -
Basis swaps:

Hedged volume (MMBLU) ..........cccceeeneee. 101,500 359,004 - - - -

Weighted average price (¥MMBLu)......... $ (053 $ (059 $ - $ - $ - $ -
Rockies Swaps:

Hedged volume (MMBLU) ..........ccccenen.ee. 53,200 165,200 423,500 358,300 261,600 -

Weighted average price (¥MMBu)......... $ 460 $ 460 $ 460 $ 460 $ 460 $ -

(1) The ail derivatives are settled based on the month’ s average daily NYMEX price of West Texas Intermediate Light Sweet
Crude Qil.

(2) The Henry Hub natural gas swaps are settled based on the NYMEX monthly settlement price and the Rockies swaps are
settled based on the Northwest Pipeline Corporation monthly settlement price as quoted in Platt’ s Inside FERC. The basis
swap derivatives are settled based on the differentia between the NYMEX gas price and the Northwest Pipeline Corporation
price.

Interest raterisk. In May 2011, we refinanced our prior revolving credit facility, which bore interest at floating
rates, with our parent’srevolving credit facility. At September 30, 2011, we had all ocated indebtedness outstanding
under our parent’srevolving credit facility of $12,347 million, which bore interest at floating rates, and $24,500
million outstanding allocated under our parent’s second lien credit facility, which bore interest at afixed margin and
minimum LIBOR rate of 1.50%. For the three months ended September 30, 2011, the weighted average
indebtedness outstanding on our parent’ s revolving credit facility and second lien credit facility bore weighted
average interest rates of 2.5% and 8.5%, respectively. A 1.0% increase in each of the average LIBOR and federal
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funds rate for the three months ended September 30, 2011 would have resulted in an estimated $[ ] million increase
in interest expense for the three months ended September 30, 2011.

We may utilize interest rate derivatives to alter interest rate exposure in an attempt to reduce interest rate
expenserelated to existing debt issues. Interest rate derivatives are used soldly to modify interest rate exposure and
not to modify the overall leverage of the debt portfolio.

Counterparty and customer credit risk. For the nine months ended September 30, 2011, production from
properties operated by Bill Barrett and Newfield was sold under their marketing arrangements and accounted for
approximately 45% and 40%, respectively, of our total revenue. For the three months ended September 30, 2011,
production from properties operated by Bill Barrett and Newfield accounted for approximately [43]% and [30]%,
respectively, of our total revenue. We sell our operated crude oil production to two marketing companies. One
marketing firm accounted for 23% and 10% of our total revenue for the three and nine months ended September 30,
2011, respectively. We expect the percentage of crude oil sold under those marketing arrangements to increase over
time as our operated oil production increases as a percentage of our total production. Pleaseread “Business —
Marketing and Major Customers’ for further detail about our significant customers. It is possible that one or more of
our customerswill become financially distressed and default on their obligations to us. The inability or failure of our
significant customersto meet their obligations to us or their insolvency or liquidation may adversely affect our
financial results. In addition, our oil and natural gas derivative arrangements expose us to credit risk in the event of
nonperformance by counterparties.

While we do not require our customersto post collateral and we do not have a formal processin place to
evaluate and assess the credit standing of our significant customers and the counterparties on our derivative
instruments, we do evaluate the credit standing of such counterparties as we deem appropriate under the
circumstances. This evaluation may include reviewing a counterparty’ s credit rating, latest financia information
and, in the case of a customer with which we have receivables, their historical payment record, the financia ability
of the customer’ s parent company to make payment if the customer cannot and undertaking the due diligence
necessary to determine credit terms and credit limits. The counterparties on our derivative instruments currently in
place are lenders under our parent’s credit facilities with investment grade ratings. Several of our significant
customers for oil and gasreceivables have a credit rating below investment grade or do not have rated debt
securities. In these circumstances, we have considered the lack of investment grade credit rating in addition to the
other factors described above.

Off-Balance Sheet Arrangements

We currently have no off-balance sheet arrangements. Please read “—Contractual Obligations’ and Note [e] to
our consolidated financial statementsincluded € sewherein this prospectus for a discussion of our commitments and
contingencies, some of which are not recognized in the consolidated balance sheets under GAAP.
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BUSINESS
Overview

We are an independent oil and natural gas company engaged in the exploration, devel opment, production and
acquisition of oil and natural gasreserves with a primary focus on acquiring and devel oping oil reserves. We have
accumulated approximately 162,695 net leasehold acres in the established and highly prospective Uinta Basin,
approximately 94% of which are undeveloped. We are currently focused on exploration and development in the
Green River and Wasatch formations, which we believe have significant resource potential and are characterized by
multiple oil producing horizons with long-life reserves. As of September 30, 2011, our estimated net proved
reserves were 35.1 MMBoe, approximately 23% of which were classified as proved devel oped and approximately
88% of which were comprised of oil. For the three and nine months ended September 30, 2011, our average net
daily production from our properties was 4,172 Boe/d and 3,408 Boe/d, respectively. For the month ended October
31, 2011, our average net daily production from our properties was 4,711 Boe/d.

The Ute Indian Tribe of the Uintah and Ouray Reservation formed our parent company, Ute Energy LLC, in
2005 to participatein the exploration and devel opment of the Tribe's mineral estate in the Uinta Basin. The Tribe
partnered with leading oil and gas operatorsin the Uinta Basin to develop its oil and natural gas properties. In 2007,
Quantum Energy Partners and Quantum Resources Management made their initia investment in our parent
company, which provided our parent with the capital to accel erate operations and fund the cost of devel oping its
properties. We were formed by our parent in 2008 to manage the oil and natural gas operations distinctly from our
parent’s midstream activities.

During 2010, we shifted our focus from participating primarily in non-operated positions to establishing a
significant portfolio of operated acreage and growing our asset base primarily through operated drilling activities.
Asapart of this grategy, we hired a management team and technical personnel with significant industry and
operational experience. Since our strategic shift, we have increased our operated acreage position in the Uinta Basin
through an active leasing and acquisition program and we have balanced our portfolio of tribal acreage with the
addition of significant interestsin fee, state, federal and allotted lands. As of September 30, 2011, we have 75,420
net operated acres, which represents 46% of our total net acreage position, and we have 64,827 net acres on feg,
dtate, federal and allotted lands, which represents 40% of our total net acreage position. Additionally, we
commenced drilling of our first operated well in our Randlett project areain April 2011. We had drilled 22 gross
(22 net) operated wells as of September 30, 2011 with a 100% success rate, and we operated 32% of our average net
daily production for the month ended September 30, 2011.

In addition to expanding our operated acreage position, we continue to derive substantial benefits from our non-
operated properties throughout the Uinta Basin. As of September 30, 2011, we have participated in 326 gross (96.9
net) non-operated wells. These wells are operated by other leading operatorsin the basin, including Berry
Petroleum, Bill Barrett and Newfield. Our participation in non-operated project areas offers attractive return
opportunities and enables usto gain additional exposure to emerging resource plays without committing al of the
capital required to drill the wells during the early-stage testing and refinement of drilling and compl etion techniques
in emerging areas. For example, our operating partners are leading the devel opment of an emerging horizonta play
targeting the Uteland Butte producing zone of the lower Green River formation. Through November 2011, we have
participated in eight gross (2.25 net) horizontal Uteland Butte wells drilled by our operating partners.

Our ail and natural gas properties are divided among multiple project areas within the Uinta Basin. These
project areas are described in more detail under the heading “— Our Core Project Areas’ beginning on page [e] of
this prospectus. The following table presents a summary of acreage, reserves, production and identified potential
drilling locations for each of our project areas as of the dates, and for the periods, indicated.

Average Net
Daily
Production
Estimated Net Proved Reser ves as of (Boe/d) for the
Net Acreage September 30, 211 ThreeMonths Identified Potential Drilling
as of % of Total Ended Locations as of
September 30, Proved September 30, September 30, 2011(2)
2011 MM Boe(1) Reserves % Oil 2011 Gross Net
Randlett .......ccooovveierinenenee 39,351 12.9 37% 93% 925 935 844.0
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HorseshoeBend............... 29,281 84 24% 100% 301 751 523.7

Rocky Point 10,789 - - - - 472 205.0
Blacktail Ridge................ 28,569 7.6 22% 7% 1,451 594 290.6
North Monument Buitte.... 11,724 53 15% 79% 816 1,027 256.8
Bridgedland..........cccoevnee. 9,883 0.5 1% 58% 458 530 185.5
Lake Canyon.... 30,371 0.3 1% 69% 133 1,465 366.3
Other ..o 2,727 0.1 0% 0% 88 17 8.2

Total .o 162,695 351 100% 88% 4,172 5791 2,680.1

(1) OneBoeisequa to one Bbl of oil or six Mcf of natura gas based on an approximate energy equivalency. Thisisaphysical
correlation and does not reflect a value or price relationship between the commodities.

(2) Pleaseread “— Identification of Potential Drilling Locations” for more information on how we identify our potentia
drilling locations.

We have a multi-year inventory of development drilling and exploration projects in the Uinta Basin. We
believe that the size and concentration of our acreage will allow us to efficiently grow our reserves, production and
cash flow over time. As of September 30, 2011, we have identified 5,791 gross (2,680.1 net) potential drilling
locations (609 gross (340.1 net) of which are proved undevel oped), targeting multiple zones in the Green River and
Wasatch formations. To accelerate our drilling program, we deployed a second operated drilling rig to the basin in
November 2011, and we expect to deploy athird drilling rig by mid-year 2012. We may deploy additional operated
drilling rigs to the basin should drilling results, market conditions and drilling permit availability allow usto further
accelerate our drilling program in the near term. As of September 30, 2011, our partnerswere operating four drilling
rigsin our non-operated project aress.

We plan to develop our identified potentid drilling locations primarily through vertical drilling and utilization
of multi-stage fracture stimulation techniques. We continue to eval uate the potential for horizontal drilling to target
zones such as the Uteland Buitte, the Mahogany Oil Shale and the Black Shale/G-1 Lime as well asthe potential for
enhanced recovery techniques, such as waterfloods, to improve results and increase oil and gasrecoveries.

Our total 2012 capital expenditure budget is expected to be $[e] million, conssting of:
$ ] million for drilling and completing operated wells;
$[ ] million for drilling and completing non-operated wells;
$[ @] million for maintaining our leasehold position;

$ ] million for constructing strategic infrastructure to support production in our core project areas;
and

$[ ] million in unallocated funds for general corporate purposes.

The amount and allocation of capital we spend may fluctuate materially based on drilling results, market
conditions and drilling permit availability. Please read “Management’ s Discussion and Analysis of Financial
Condition and Results of Operations—Liquidity and Capital Resources.”

Identification of Potential Drilling L ocations

To identify our potential drilling locations, we analyze both our own proprietary information as well asindustry
data available in the public domain. Specifically, petrophysical data derived from open hole logs and cores and
production data from operated and non-operated wells provide the technical basis from which we identified the
potential locations. We also adjust locations for topographical issues as well as environmental and cultural concerns.
Our identified potential drilling locations are scheduled out over many years, and thereis no guarantee that all or
even a substantia portion of these potentia drilling locations will be drilled. Based on our currently projected
capital expenditure budget, we estimate that we will have drilled approximately 234 gross wells on these potential
locations by the end of 2012 and approximately 2,209 by the end of 2016. In addition, we are not the operator of
68% of our gross (45% net) identified potential drilling locations, and because we are not the operator of these
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properties we have limited control over thetiming of drilling of the wells, or whether wellswill be drilled at al, on
these properties.

Our Competitive Strengths
We bdlieve the following competitive strengths will allow us to successfully execute our business strategies:

Large, regionally focused acreage position in an established and highly prospective oil resource area. We
have a substantial and concentrated acreage position of approximately 162,695 net acres in the Uinta Basin,
approximately 94% of which isundeveloped. We believe our acreage position is highly prospective,
primarily for crude oil within multiple target zones of the Green River and Wasatch formations, including
the Uteland Butte. The Uinta Basin has along history of exploration and devel opment activity with
substantial remaining resource potentia. According to IHS, Inc., the Uinta Basin has produced 1.3 billion
Boe of crude oil and natural gas since commercia production began in the 1940s, and, according to Wood
Mackenzie, the Uinta Basin has remaining recoverabl e reserves, defined as proved plus probable reserves,
of 3.1 hillion Boe.

Multi-year inventory of identified potential drilling locations targeting crude oil zones. We have an
inventory of 5,791gross (2,680.1 net) identified potential drilling locations in the Uinta Basin. Our drilling
activity focuses on producing crude oil, with al of our identified potential drilling locations targeting crude
oil zones. For the nine months ended September 30, 2011, we drilled or participated in 100 gross (45.4 net)
wells with a 100% success rate. We currently plan to drill 234 gross (160.5 net) wells within our existing
project areas by the end of 2012.

Management and technical teamwith extensive public company experience in resource play devel opment.
Our senior management and technical team has a successful record of identifying, acquiring and devel oping
resource plays and has an average of over 25 years of oil and gasindustry experience, with extensive
operating experience in the Rocky Mountain region and particular experience in the Uinta Basin. Our
technical team includes engineers, geoscientists, landmen and regulatory specialists. Our team has enabled
us to expand our asset base and successfully execute our strategic shift to growing our operated production
and acreage position. In addition, our team has significant public company experience asaresult of prior
work for companies such as Barrett Resources Corporation, The Williams Companies, Inc., Bill Barrett and
Rosetta Resources Inc.

Sgnificant liquidity and financial flexibility to fund our drilling program Following this offering, we
expect to have no debt outstanding under our new $ million revolving credit facility, with
approximately $ million available for borrowing and $ million of cash on hand. We expect
that the cash proceeds from this offering and funds avail able under our new credit facility, together with the
cash flows from our operations, will be sufficient to fund our anticipated capital expenditures. Moreover, as
the operator of a Sgnificant portion of our acreage position, we expect to have control over the level and
pace of a significant portion of our capital expenditures as we develop our properties. To allow for more
predictable cash flows in the near term, we maintain an active hedging program with an average of 3,808
bbl/d of crude oil production hedged in 2012 at a weighted average minimum price of $94.16 per bbl as of
November 30, 2011.

Strong relationship with the Tribe. Approximately 60% of our acreage and 62% of our net identified
potential drilling locations are located on Ute tribal lands or are leased from the Tribe. Our relationship
with the Tribe has been instrumental in building an asset base that includes both high growth devel opment
properties and properties with exposure to emerging Uinta Basin resource plays. Following this offering,
the Tribe will own approximately % of our outstanding common stock, which we believe may give
us a competitive advantage in acquiring additional mineral interests on Ute tribal lands. Moreover, we
believe that our relationship with the Tribe provides us with a significant competitive advantage in securing
drilling and operating permits on Ute tribal lands and otherwise working with government entities with
oversight authority for oil and natural gas exploration and production on Utetribal lands.
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Our Business Strategy

Our goal isto increase stockholder value by growing our reserves and increasing our production and cash flows
by executing the following strategies:

Focus on aggressive expansion of operated drilling activities. We intend to aggressively drill our current
operated acreage to maximize the value of our resource potential. We have 75,420 net operated acres,
which are 97% undevel oped with approximately 1,844 identified potential drilling locations. We believe
that the concentration and growth of our operated properties will enable usto achieve economies of scale
on drilling service costs and |easehold operating expenses. Our 2012 drilling program contemplates the
drilling of approximately 133 gross (116.3 net) operated wells utilizing two operated drilling rigs for the
full year. We expect to deploy a third drilling rig by the middle of 2012 to support the development of our
Rocky Point and Horseshoe Bend properties. We may deploy additional drilling rigsto the basin should
drilling results, market conditions and drilling permit availability allow usto accelerate our drilling
program in the near term.

Apply operating experience to enhance returns. We are focused on the continuous improvement of our
operating practices and have significant experience in converting resource opportunities into cost-effective
development projects. We intend to draw on our technical team’ s significant experience in utilizing modern
drilling and compl etion techniques to optimize our resource recovery in a cost efficient manner. In the near
term, our primary focus will be the use of vertica drilling and multi-stage fracturing techniquesto
potentially enhance resource recovery, and we will continue to eval uate the effectiveness of horizontal
drilling, down-spacing and waterflooding as a means to further increase resource recovery.

Continue to participate in drilling on non-operated leasehold acreage. Our participation in non-operated
project areas offers attractive return opportunities and enables us to gain additional exposureto emerging
resource plays without committing all of the capital required to drill the wells during the early-stage testing
and refinement of drilling and completion techniques. For example, our operating partners are leading the
development of an emerging horizontal play targeting the Uteland Butte producing zone of the lower Green
River formation. Through November 2011, we have participated in eight gross (2.25 net) horizontal
Uteland Butte wells drilled by our operating partners. We plan to apply the knowledge and expertise gained
from participating in the drilling and compl etion of these wells to target prospective horizontal Uteland
Butte or other prospective horizontal zonesin our operated portfolio of oil and natural gas properties. In
addition, we believe that the knowledge and expertise gained through our non-operated positions will
enhance our ability to continue the efficient growth of our operated acreage positions throughout the Uinta
Basin.

Allocate capital to strategic infrastructure to support our upstream operations. We will continue to
identify and fund strategic infrastructure projects to reduce risks, increase marketing flexibility and enhance
the value of our business. For example, we are ingtalling a high pressure gas gathering system within our
Randlett project area, which will connect to a pipeline system that flows to the Chipeta natural gas
processing plant. We have contracted capacity on this pipeline system and have secured 25,000 Mcf/d of
processing capacity at the Chipeta plant. Our Randlett gathering system will provide an outlet for
associated natural gas from our oil wells, which will minimize therisk of a curtailment of oil production
due to lack of takeaway capacity for produced natural gas. In addition, the gathering system will enable us
to realize additional value on our future natura gas production, as this production will be gathered and
transported to the Chipeta plant whereit will be processed to recover marketable natural gasliquids.

Pursue acquisitionsin areas that leverage our operating strengths. In the near term, we intend to identify
and acquire additional acreage and producing propertiesin the Uinta Basin, with an emphasis on increasing
our operated asset base. Over time, we may selectively target additional basinsin the Rocky Mountain
region or other resource opportunities with characteristics similar to our existing areas of operationsto
leverage our operating strengthsin areas outside the Uinta Basin.
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Hor seshoe Bend Acquisition

On November 30, 2011, we acquired approximately 29,281 net fee, state and federal acres with 751 identified
potential drilling locations in Horseshoe Bend and approximately 6,062 net fee and allotted acres in Randlett with
221 identified potential drilling locations, for approximately $100 million in cash, subject to customary post-closing
purchase price adjustments. This acquisition significantly increased our operated | easehold acreage position from
32% to 46%, increased our identified potentia drilling locations by 20%, and increased our net fee, state, federal
and allotted acres by 120%. We operate all of the approximately 6,062 net acres acquired in Randlett and
substantially all of the approximately 29,281 net acres acquired in Horseshoe Bend. However, operatorship with
respect to approximately 3,993 net acresin Ouray Valley remains subject to a vote of the working interest owners.

In addition to significantly increasing our operated acreage position and our inventory of undevel oped acreage,
the acquidtion included 50 producing wells in our Horseshoe Bend project area with 8.4 MMBoe of proved reserves
as of September 30, 2011. The average net daily production from these wells was 301 Boe/d for the three months
ended September 30, 2011 and 415 Boe/d for the month ended September 30, 2011.

Our Operations
Estimated proved reserves

Unless otherwise specifically identified in this prospectus, the summary data with respect to our estimated
proved reserves presented below has been prepared by our independent reserve engineering firms, Cawley Gillespie
and Ryder Scott, in accordance with rules and regulations of the SEC applicable to companies involved in oil and
natural gas producing activities. In this prospectus, proved reserve estimates do not include any value for probable or
possibl e reserves which may exist. Our estimated proved reserves for the year ended December 31, 2008 were
prepared in accordance with the rules and regulations of the SEC regarding oil and natural gas reservereporting in
effect during such period. For a definition of proved reserves under the SEC rules for the periods ending on or after
December 31, 2009 and the fiscal years ending prior to December 31, 2009, please read the “ Glossary of Oil and
Natural Gas Terms’ beginning on page A-1 of this prospectus. For more information regarding our independent
reserve engineers, please read “—Qualifications of technical personsand internal controls over reserves estimation
process’ below.

The table below summarizes our estimated proved reserves and related PV-10 at December 31, 2009 and 2010
and at September 30, 2011 for each of our project areas. Thereserve estimates presented as of December 31, 2009
and 2010 are based on reports prepared by Cawley Gillespie and Ryder Scott, respectively. In preparing their
reports, Cawley Gillespie and Ryder Scott evaluated properties representing all of our PV-10 at December 31, 2009
and 2010 under the SEC’ srules applicable to such periods. The reserve estimates presented as of September 30,
2011 in the table below give effect to the Horseshoe Bend acquisition and are based on evaluations prepared by our
internal reserve engineersin accordance with the SEC’ srules applicable to such period. For a description of the
Horseshoe Bend acquisition, please read “— Horseshoe Bend Acquisition.” For more information regarding our
independent reserve engineers, please read “—Qualifications of technical personsand internal controls over reserves
estimation process’ below. The information in the following table does not give any effect to or reflect our
commodity hedges.

As of December 31, 2009 Asof December 31, 2010 As of September 30, 2011

Proved PV-10 Proved PV-10 Proved PV-10
Reserves (in Reserves (in Reserves (in

Project Area (MM Boe) millions)(1) (MM Boe) millions)(1) (MM Boe) millions)(1)
RANAIELE ... 00 $ 0.0 00 $ 0.0 129 $ 2586
Horseshoe Bend ..........ccovveeeiieenreinsienee e 0.0 0.0 0.0 0.0 8.4 104.5
ROCKY POINE ... 0.0 0.0 0.0 0.0 0.0 0.0
Blacktail Ridge........ccceovervieeiierieeseeseeeeen 24 5.4 4.7 55.8 7.6 63.1
North Monument BUtte...........ccccvveeereenriennnn, 18 14.4 3.0 35.2 5.3 56.8
Bridgeand ........ccooveeeiienieese e 0.5 4.6 22 20.3 0.5 7.8
Lake Canyon........cccceieereeeeseenee e nee e 0.2 12 0.1 1.0 0.3 5.3
(01101 SO 01 0.2 01 03 01 0.2

L. 50 $ 258 101 $ 1126 351 3 49%64
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(1) PV-10isanon-GAAP financia measure and generally differs from Standardized Measure, the most directly comparable
GAAP financial measure, because it does not include the effects of income taxes on future net revenues. However, our PV-
10 and our Standardized Measure are equivalent because as of the period presented, we were a disregarded entity for federa
income tax purposes not subject to entity level taxation. Accordingly, no provision for federal or state corporate income
taxes has been provided because taxable income is passed through to our equity holders. However, in connection with the
closing of this offering, we will convert into a corporation that will be a taxable entity for federal income tax purposes. Asa
result, we will be ataxable entity for federa income tax purposes and our future income taxes will be dependent upon our
future taxable income. Neither PV-10 nor Standardized Measure represents an estimate of the fair market value of our oil
and natural gas properties. We and othersin the industry use PV-10 as a measure to compare the rel éive size and val ue of
proved reserves held by compani es without regard to the specific tax characteristics of such entities.

The following table sets forth more information regarding our estimated proved reserves at December 31, 2008,
2009 and 2010 and September 30, 2011. Theinformation presented at September 30, 2011 gives effect to the
Horseshoe Bend acquisition.

Asof
As of December 31, September 30,
2008 2009 2010 2011
Reserve Data(1):
Estimated proved reserves:
Ol (MMBUDIS)....ceeieeeeeieseesie et 0.9 35 7.1 30.9
NatUral gas (BCF) ....oovvieereeeiiesie e 3.6 8.4 17.3 225
Natural gasliquids (MMBUDIS) .......ccooeeviiiiiiee e 0.0 0.1 0.2 0.5
Total estimated proved reserves (MMBOE)........ccccccvreeenenene. 15 5.0 10.2 35.1
Estimated proved devel oped reserves:
Ol (MMBUDIS)....ceeeieeeieiese et 0.8 0.9 25 6.7
NatUral gas (BCF) ....ooveieerieeesiesie e 34 2.8 7.1 8.0
Natural gasliquids (MMBUDIS) .......ccooeeriiiniienr e 0.0 0.0 0.1 0.2
Total estimated proved devel oped reserves (MMBOe) .......... 14 14 3.7 8.2
Percent devel Oped.........oeviveiiiiiseee e 96% 27% 37% 23%
Estimated proved undevel oped reserves:
Ol (MMBDIS)....ceeeieietetesee et 0.0 26 4.6 24.2
NatUral gas (BCF) ....covvieereeeeieesie e 0.1 5.6 10.2 14.4
Natural gasliquids (MMBUDIS) .......ccooeerieiriier e 0.0 0.1 0.1 0.3
Total estimated proved undevel oped reserves (MM Boe)....... 0.1 3.6 6.4 26.9
PV-10 (iNMIllIONS)(2) ...veveveereriiiercieietesiee ettt $ 141 3% 258 $ 1126 $ 496.4
Standardized Measure (in Millions)(3)........cccecvervreereennsieseeneeeen 14.1 25.8 1126 496.4

The following table sets forth the benchmark prices used to determine our estimated proved reserves from
proved oil and natural gas reserves on ahistorical basis for the periods indicated.

As of December 31, Asof September
2008 2009 2010 30, 2011
Oil and Natural GasPrices (1):
Oil (perBbl) ..c.ooviiiiiiiiciiccce $ 44.60 $ 61.18 $ 7943 % 94.50
Natural gas (per MMBLU) .......ccccevvirenrinenens $ 571 $ 3.87 $ 438 % 4.16

(1) Benchmark pricesfor oil and natural gas at September 30, 2011 and a December 31, 2010 and 2009 reflect the unweighted
arithmetic average first-day-of -the-month prices for the prior 12 months, using NYMEX WTI posted prices for oil and
NYMEX Henry Hub prices for natura gas. At December 31, 2008, the year-end benchmark prices for oil and natural gas
reflect NYMEX WTI pricesfor oil and NYMEX Henry Hub pricesfor natura gas were used. For oil and natural gasliquids
volumes, the benchmark WTI posted priceis adjusted for qudity, transportation fees and regional price differentids. The
adjustment varies by project area, and the prices used to cal cul ate estimated reserves as of September 30, 2011 reflected a
weighted average discount from benchmark prices of 17%. For gas volumes, the Henry Hub spot priceis adjusted for energy
content, transportation fees and regional price differentias. The adjustment varies by project area, and the prices used to
cal cul ate estimated reserves as of September 30, 2011 refl ected a weighted average discount from benchmark prices of 3%.

(2) PV-10isanon-GAAP financia measure and generally differs from Standardized Measure, the most directly comparable
GAAP financial measure, because it does not include the effects of income taxes on future net revenues. However, our PV-
10 and our Standardized Measure are equivalent because as of the period presented, we were a disregarded entity for federa
income tax purposes not subject to entity level taxation. Accordingly, no provision for federal or state corporate income
taxes has been provided because taxable income is passed through to our equity holders. However, in connection with the
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closing of this offering, we will convert into a corporation that will be a taxable entity for federal income tax purposes. Asa
result, we will be ataxable entity for federa income tax purposes and our future income taxes will be dependent upon our
future taxable income. Neither PV-10 nor Standardized Measure represents an estimate of the fair market value of our oil
and natural gas properties. We and othersin the industry use PV-10 as a measure to compare the rel éive size and val ue of
proved reserves held by compani es without regard to the specific tax characteristics of such entities.

(3) Standardized Measure represents the present value of estimated future net cash inflows from proved oil and natural gas
reserves, less estimated future devel opment, production, plugging and abandonment costs determined in accordance with
the rules and regul ations of the SEC without giving effect to non-property related expenses, such as general and
administrative expenses, interest and income tax expenses, or to depreciation, depletion and amorti zation, discounted at 10%
per annum to reflect timing of future cash flows. As a disregarded entity for federa income tax purposes, we are not subject
to federal income taxes and thus make no provision for federal income taxesin the cal culation of our Standardized Measure.
In connection with the closing of this offering, we will convert into a corporation that will be ataxable entity for federal
income tax purposes. Future cal culations of Standardized Measure will include the effects of income taxes on future net
revenues. Standardized M easure does not give effect to derivative transactions. We expect to continue to hedge a substantia
portion of our future estimated production from tota proved producing reserves. For further discussion of income taxes,
please read “Management’s Discussion and Analysis of Financia Condition and Results of Operations.”

Estimated proved reserves at September 30, 2011, after giving effect to the Horseshoe Bend acquisition, were
35.1 MMBoe, a 244% increase from reserves of 10.2 MMBoe at December 31, 2010. At September 30, 2011
estimated proved reserves increased 25.0 MMBoe over our December 31, 2010 estimated reserves primarily due to
the addition of 21.3 MMBoe of proved reserves in Randlett and Horseshoe Bend, which had no associated proved
reserves as of December 31, 2010. In Randlett, we commenced operated drilling and production during 2011 and
had 12.9 MMBoe of proved reserves as of September 30, 2011. We acquired our Horseshoe Bend properties on
November 30, 2011 and had pro forma proved reserves of 8.4 MMBoe as of September 30, 2011. Theremaining
increase was due to the drilling activities of our operating partners and higher oil price assumptions at September 30,
2011. Our commodity price assumption for oil increased $15.07 per Bbl to $94.50 per Bhl as of September 30, 2011
from $79.43 per Bbl at December 31, 2010. Our proved developed producing reserves increased 4.5 MMBoe, or
122%, to 8.2 MMBoe as of September 30, 2011 from 3.7 MMBoe as of December 31, 2010 due to increased
operated and non-operated drilling activity and our increased ail price assumption. Our proved undevel oped reserves
increased to 26.9 MMBoe as of September 30, 2011 from 6.4 MMBoe as of December 31, 2010 primarily due to
recording offset undeveloped locations in our Randlett project area and our acquired Horseshoe Bend project aresa,
which were added in 2011.

Estimated proved reserves at December 31, 2010 were 10.2 MMBoe, a 104% increase from reserves of 5.0
MMBoe at December 31, 2009. Our 2010 estimated proved reserves increased 5.2 MMBoe over our 2009 estimated
reserves due to our participation in increased drilling activity by our operating partners during 2010 and higher oil
price assumptions at December 31, 2010. Our commaodity price assumption for oil increased $18.25 per Bbl to
$79.43 per Bbl at December 31, 2010 from $61.18 per Bbl at December 31, 2009. Our proved devel oped reserves
increased 2.4 MMBoe, or 184%, to 3.7 MMBoe as of December 31, 2010 from 1.4 MMBoe as of December 31,
2009 due to increased non-operated drilling activity. Our proved undevel oped reserves increased to 6.4 MMBoe as
of December 31, 2010 from 3.6 MMBoe as of December 31, 2009 due to the recognition of additiona proved
undevel oped drilling locations as aresult of our non-operated drilling activity.

Estimated proved reserves at December 31, 2009 were 5.0 MMBoe, a 403% increase from reserves of 1.0
MMBoe at December 31, 2008. Our estimated proved reservesincreased 3.5 MMBoe to 5.0 MMBoe as of
December 31, 2009 from 1.5 MMBoe as of December 31, 2008 due primarily to the effect of higher ail price
assumptions on proved undevel oped reserves. Our commodity price assumption for oil increased $16.58 per Bbl to
$61.18 per Bbl at December 31, 2009 from $44.60 per Bbl at December 31, 2008. Our proved devel oped producing
reserves remained at 1.4 MMBoe as of both December 31, 2009 and December 31, 2008 as aresult of natural
production decline offsetting production from new drilling activity. Our proved undevel oped reserves increased
from 0.1 MMBoe at December 31, 2008 to 3.6 MMBoe at December 31, 2009 due to the addition of proven offset
drilling locations as aresult of higher oil price assumptions.

The PV-10 of our estimated proved reserves at September 30, 2011 was $496.4 million, a 341% increase from
PV-10 of $112.6 million at December 31, 2010. Our PV-10 of estimated proved reserves at September 30, 2011
increased $383.7 million over the PV-10 at December 31, 2010 due to the commencement of operated drilling
activities in Randlett, acquisitions, including Horseshoe Bend, ongoing drilling activities by our operating partners
and higher oil price assumptions.
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The PV-10 of our estimated proved reserves at December 31, 2010 was $112.6 million, a 337% increase from
PV-10 of $25.8 million a December 31, 2009. Our PV-10 of estimated proved reserves at December 31, 2010
increased $86.8 million over the PV-10 at December 31, 2009 due to higher oil prices and increased non-operated
developmental drilling activity as aresult of the higher il prices.

The following table sets forth the estimated future net revenues, excluding derivatives contracts, from proved
reserves, the present value of those net revenues (PV-10), and the expected benchmark prices used in projecting net
revenues at December 31, 2008, 2009 and 2010 and September 30, 2011 (in millions). The information presented at
September 30, 2011 gives effect to the Horseshoe Bend acquisition.

As of December 31, Asof September
2008 2009 2010 30, 2011
FULUME NEL TEVENUES ... ee et eeeeaeeeaeaeeeeen, $ 10,345 $ 56,800 $ 190,394 $ 1,078,432
Present value of future Net revenuES: ..........cocoveeevceveeeeiveeenn,
Before income tax (PV-10)(1)......ccovereererreeneraeeseenen e, 8,597 25,590 112,608 496,428
After income tax (Standardized Measure)...........cccceeereenee, 8,597 25,590 112,608 496,428
Benchmark oil price(2)($/Bhl) .....ccoevreieieiiernereeeens $ 4460 $ 6118 $ 7943 $ 94.50

(1) PV-10isanon-GAAP financia measure and generally differs from Standardized Measure, the most directly comparable
GAAP financial measure, because it does not include the effects of income taxes on future net revenues. However, our PV-
10 and our Standardized Measure are equivalent because as of the period presented, we were a disregarded entity for federa
income tax purposes not subject to entity level taxation. Accordingly, no provision for federal or state corporate income
taxes has been provided because taxable income is passed through to our equity holders. However, in connection with the
closing of this offering, we will convert into a corporation that will be a taxable entity for federal income tax purposes. Asa
result, we will be ataxable entity for federa income tax purposes and our future income taxes will be dependent upon our
future taxable income. Neither PV-10 nor Standardized Measure represents an estimate of the fair market value of our oil
and natural gas properties. We and othersin the industry use PV-10 as a measure to compare the rel dive size and val ue of
proved reserves held by compani es without regard to the specific tax characteristics of such entities.

(2) Benchmark pricesfor oil and natural gas at September 30, 2011 and a December 31, 2010 and 2009 reflect the unweighted
arithmetic average first-day-of -the-month prices for the prior 12 months, using NYMEX WTI posted prices for oil and
NYMEX Henry Hub prices for natura gas. At December 31, 2008, the year-end benchmark prices for oil and natural gas
reflect NYMEX WTI pricesfor oil and NYMEX Henry Hub pricesfor natura gas were used. For oil and natural gasliquids
volumes, the benchmark WTI posted priceis adjusted for qudity, transportation fees and regional price differentids. The
adjustment varies by project area, and the prices used to cal cul ate estimated reserves as of September 30, 2011 reflected a
weighted average discount from benchmark prices of 17%. For gas volumes, the Henry Hub spot priceis adjusted for energy
content, transportation fees and regional price differentias. The adjustment varies by project area, and the prices used to
cal cul ate estimated reserves as of September 30, 2011 refl ected a weighted average discount from benchmark prices of 3%.

Future net revenues represent projected revenues from the sale of proved reserves net of production and
development costs (including operating expenses and production taxes). Such cal culations at December 31, 2008 are
based on costs and prices in effect at December 31, 2008, without giving effect to derivative transactions, and are
held constant throughout the life of the properties. Such calculations at December 31, 2009 and 2010 and September
30, 2011 are based on costs in effect at December 31, 2009 and 2010 and September 30, 2011, respectively, and the
12-month unweighted arithmetic average of the first-day-of-the-month price for the periods January 2009 through
December 2009, January 2010 through December 2010 and October 2010 through September 2011, respectively,
without giving effect to derivative transactions, and are held constant throughout the life of the properties. We
cannot assure you that the proved reserves will be produced within the periods indicated or that prices and costs will
remain constant. There are numerous uncertainties inherent in estimating reserves and related information and
different reservoir engineers often arrive at different estimates for the same properties.

Reserve estimates

Our estimated reserves and related future net revenues and PV-10 at September 30, 2011 are based on
evaluations prepared by our internal reserve engineersin accordance with Society of Petroleum Engineering
(“SPE”) principles and definitions and current guidelines established by the SEC. Our estimated reserves and related
future net revenues and PV-10 at December 31, 2010 are based on areport prepared by Ryder Scott in accordance
with SPE engineering and evaluation principles and definitions and current guidelines established by the SEC, and
our estimated reserves and related future net revenues and PV-10 at December 31, 2009 and 2008 are based on
reports prepared by Cawley Gillespie in accordance with SPE engineering and evaluation principles and definitions
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and current guidelines established by the SEC. Ryder Scott and Cawley Gillespie are independent reserve engineers.
Copies of thereports of Ryder Scott and Cawley Gillespie have been filed as exhibits to the registration statement
containing this prospectus.

Technology used to establish proved reserves

Under the SEC’ srules, proved reserves are those quantities of oil and natural gas, which, by analysis of
geoscience and engineering data, can be estimated with reasonabl e certainty to be economically producible from a
given date forward, from known reservoirs, and under existing economic conditions, operating methods, and
government regulations. The term “reasonable certainty” implies ahigh degree of confidence that the quantities of
oil and/or natural gas actually recovered will equal or exceed the estimate. Reasonabl e certainty can be established
using techniques that have been proved effective by actual production from projectsin the samereservoir or an
anaogous reservoir or by other evidence using reliable technol ogy that establishes reasonable certainty. Reliable
technology is a grouping of one or more technol ogies (including computational methods) that have been field tested
and have been demonstrated to provide reasonably certain results with consistency and repeatability in the formation
being evaluated or in an anal ogous formation.

In order to establish reasonable certainty with respect to our estimated proved reserves, Ryder Scott, Cawley
Gillespie and our internal reserve engineers employed technol ogies that have been demonstrated to yield results with
consistency and repeatability. The technol ogies and economic data used in the estimation of our proved reserves
include, but arenot limited to, eectrical logs, radioactivity logs, core analyses, geol ogic maps, available downhole
and production data, seismic data, and well test data. Reserves attributable to producing wells with sufficient
production history were estimated using appropriate decline curves or other performance relationships. Reserves
attributable to producing wells with limited production history and for undevel oped locations were estimated using
performance from anal ogous wells in the surrounding area and geologic data to assess the reservoir continuity.
These wells were considered to be anal ogous based on production performance from the same formation and
completion using smilar techniques. For wells and | ocations targeting the Green River and Wasatch formations, the
evaluation included an assessment of the beneficial impact of the use of multi-stage hydraulic fracture stimulation
treatments on estimated recoverable reserves. In addition to ng reservoir continuity, geologic data from well
logs, core analyses and selsmic datarelated to the Green River and Wasatch formations were used to estimate
origina ail in place.

Qualifications of technical persons and internal controls over reserves estimation process

In accordance with the Standards Pertaining to the Estimating and Auditing of Oil and Gas Reserves
Information promul gated by the Society of Petroleum Engineers and guidelines established by the SEC, Ryder Scott,
our independent reserve engineers, estimated our proved reserve information at December 31, 2010, and Cawley
Gillespie, our former independent reserve engineers, estimated our proved reserve information at December 31,
2009 and 2009. The technical persons responsible for preparing the reserves estimates presented herein at December
31, 2010, 2009 and 2008 meet the requirementsregarding qualifications, independence, objectivity and
confidentiality set forth in the Standards Pertaining to the Estimating and Auditing of Oil and Gas Reserves
Information promul gated by the Society of Petroleum Engineers.

We maintain an interna staff of petroleum engineers and geoscience professionals who work closely with our
independent reserve engineersto ensure the integrity, accuracy and timeliness of data furnished to our independent
reserve engineersin their reserves estimation process. Robert A. Gardner, our Engineering Manager, and James T.
Jaggers, our Reservoir Engineer, are the technica personnel within the company primarily responsible for
overseeing the preparation of our reserves estimates. Our Engineering Manager has over 20 years of industry
experience with positions of increasing responsibility in engineering and reserve evaluations and holds both a
Bachelor of Science degree and Master of Science degree in mechanical engineering. Our Reservoir Engineer has
over six years of industry experience, holds a Bachelor of Science degreein petroleum engineering and isa Licensed
Petroleum Engineer. Our Engineering Manager reportsdirectly to our Chief Operating Officer.

Throughout each fiscal year, our technical team meets with representatives of our independent reserve engineers
to review properties and discuss methods and assumptions used in preparation of the proved reserves estimates. Our
internal professional staff works closely with Ryder Scott to ensure the integrity, accuracy and timeliness of data
that is furnished to them for their reserve estimation process. All of the reserve information maintained in our secure
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reserve engineering database is provided to the external engineers. In addition, we provide Ryder Scott other
pertinent data, such as seismic information, geologic maps, well logs, production tests, material balance cal culations,
well performance data, operating procedures and relevant economic criteria. We make all requested information, as
well as our pertinent personnel, available to the external engineers as part of their evaluation of our reserves. While
we have no forma committee specifically designated to review reserves reporting and the reserves estimation
process, a preliminary copy of the reserve report isreviewed by our Chief Operating Officer with representatives of
our independent reserve engineers and interna technical gaff. Following the consummation of this offering, we
anticipate that our Audit Committee will conduct asimilar review on an annual basis.

Production, revenues and price history

Qil and natural gas are commodities. The price that we receive for the oil and natural gas we produceislargely
afunction of market supply and demand. Demand isimpacted by general economic conditions, weather and other
seasonal conditions, including hurricanes and tropical storms. Over or under supply of oil or natural gas can result in
substantial price volatility. Historically, commodity prices have been volatile, and we expect that volatility to
continuein the future. A substantial or extended decline in oil or natural gas prices or poor drilling results could
have amaterial adverse effect on our financia position, results of operations, cash flows, quantities of oil and
natural gas reserves that may be economically produced and our ahility to access capital markets.

The following table sets forth summary data with respect to our production results, average sales prices and
production costs on a historical and pro forma basis for the periods presented. The information presented for the nine
and three months ended September 30, 2011 gives effect to the Horseshoe Bend acquisition asif it had occurred on
January 1, 2011. For additional information on price cal culations, please read “Management’ s Discussion and
Analysis of Financial Condition and Results of Operation.”

Pro Forma
NineMonths  NineMonths Three Months
Ended Ended Ended
Y ear Ended December 31, September 30, September 30, September 30,
2008 2009 2010 2010 2011 2011
Operating data:
Net production volumes:
Oil (MBDIS) ..ot 148.8 164.9 510.9 342.4 708.3 301.6
Natural gas (MMcf).... 636.2 571.3 1,275.6 835.8 1,196.1 437.7
Natural gas liquids (MBbls 7.6 6.2 8.8 7.0 22.7 9.3
Oil equivalents (MBOE).........ccceurueueenee 262.4 266.3 732.3 488.7 930.3 383.8
Average daily production (Bog/d)........... 719 730 2,006 1,790 3,408 4,172
Aver age sales prices:
Qil, without realized derivatives (per
BBI) e $ 6207 $ 4243 $ 6764 3 67.36 $ 69.34 $ 7545
Qil, with realized derivatives(1) (per
BBI) o 62.38 47.86 66.66 65.57 70.88 77.23
Natural gas, without realized
derivatives (per Mcf)....covvvvveeererercrnene. 7.40 3.48 411 4.26 4,76 4,56
Natural gas, with realized derivatives
(PEr MCE) o 7.28 3.48 3.55 3.84 4.18 5.06
Natural gas liquids (per Bbl) .......cccceveuenneee 95.55 38.93 56.95 55.71 73.88 72.94
Costs and expenses (per Boe of
production):
Lease operating eXPenSES ......covvveeeervereennas 8.04 6.36 6.23 5.12 7.94 8.04
Production taXes .........ccceueeeeceenenenenenenerenens 3.75 6.51 3.95 4.76 3.36 4.28
Gathering and transportation expenses........ 3.05 4.18 311 3.16 3.85 491
Depletion, depreciation and
AMOrtiZation .......cocveeeeerereserere e 29.69 22.14 18.73 17.50 21.54 21.21

(1) Realized pricesinclude reaized gains or losses on cash settlements for our commodity derivatives.

The following table sets forth information regarding our average daily production during the year ended
December 31, 2010, the nine months ended September 30, 2011 and the three months ended September 30, 2011.
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Information presented for the three and nine months ended September 30, 2011 gives effect to the Horseshoe Bend

acquisition.
Average Daily Production for the Average Daily Production for the Average Daily Production for the
Year Ended Nine M onths Ended Three Months Ended
December 31, 2010 September 30, 2011 September 30, 2011
Oil NGL Gas Oil NGL Gas Oil NGL Gas
(Bbls) (Bbls)  (Mcf) Boe (Bbls) (Bbls) (Mcf) Boe (Bbls) (Bbls) (Mcf) Boe
Randlett ..o - - - - 326 - 112 345 869 - 334 925
Horseshoe Bend........ - - - - 281 - - 281 301 - - 301
Rocky Point............... - - - - - - - - - - - -
Blacktail Ridge......... 595 - 1,087 e 975 68 1,296 1,259 1,112 86 1521 1451
North Monument 431
Butte.......cooevrieene 14 843 585 618 6 1,073 803 651 5 960 816
Bridgeland................ 319 5 688 439 328 2 1,170 525 256 1 1,204 458
Lake Canyon ............ 20 4 328 79 48 6 292 102 77 7 297 133
33 2 548 127 18 1 438 92 12 2 443 87
1,676 24 3495 2282 2594 83 4,381 3408 3,278 101 4,758 4,172

Productive wells

The following table presentsthe total gross and net productive wells by project areaand by oil or gas
completion as of September 30, 2011. The information in the following table gives effect to the Horseshoe Bend
acquisition.

Oil Wells Natural Gas Wells Total Wells
Gross Net Gross Net Gross Net

RaNAIELt ..., 27 27.0 0 0.0 27 27.0
Horseshoe Bend .........ccccoeveeeeeveneccvee e, 46 31.2 4 2.7 50 33.9
ROCKY POINE ..o 0 0.0 0 0.0 0 0
Blacktail Ridge........ccooverveiriienierr e 43 16.6 0 0.0 43 16.6
North Monument BUtte...........cccceeeeveeeenneen. 166 415 0 0.0 166 415
Bridgeand........ccocoeivieenieie e 82 28.7 0 0.0 82 28.7
Lake Canyon .......ccceceieereeneeeeseeneneeenieens 19 5.0 0 0.0 19 5.0
(0111 HT T 1 0.5 5 0.9 6 14

L0 = P 384 150.5 9 36 393 1541

Gross wells are the number of wellsin which aworking interest is owned and net wells are the total of our
fractional working interests owned in gross wells.

Acreage

The following table sets forth certain information regarding the devel oped and undevel oped acreage in which
we own aworking interest as of September 30, 2011 for each of our project areas. The information in the following
table gives effect to the Horseshoe Bend acquisition.

Developed Acres Undeveloped Acres Total Acres
Gross Net Gross Net Gross Net

RaNAIEtt ......vveeeeeeeceee e, 1,282 1,165 44,415 38,186 45,697 39,351
Horseshoe Bend .........ccocoeveeeeevencccvee e, 2,000 1,509 42,277 27,774 44,277 29,281
ROCKY POINE ..o 0 0 26,613 10,789 26,613 10,789
Blacktail Ridge........ccoeoverveiriieniereeniene 7,407 3,459 53,767 25,110 61,174 28,569
North Monument BUtte..............cccouveeeeenn. 6,720 1,680 40,178 10,044 46,898 11,724
Bridgeand........ccocevviienieieceeee e 4,359 1,148 33,165 8,735 37,524 9,883
Lake Canyon ........ccecvieereenesieneeneeeeenieens 2,160 540 119,326 29,831 121,486 30,371
(01117 (R 636 146 6,486 2,579 7,122 2,727

TOtal oo e 24,564 9,647 366,227 153,048 390,791 162,695
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Acreage expirations

The following table sets forth tribal and fee, state federal and allotted net acreage as of September 30, 2011 that
will expire over the course of the next three years unless production is established within the spacing units covering
the acreage or extension payments are paid prior to the expiration dates:

Expiring 2012 Expiring 2013 Expiring 2014
Tribal Fee(1) Tribal Fee(1) Tribal Fee(1)

RANAIELE ... 0 1,653 0 3,409 0 7,339
Horseshoe Bend(2)........cccvevveeenvenneinninns 0 0 0 0 0 0
ROCKY POINE ... 0 120 0 375 0 24
Blacktail Ridge........ccoeoverveiriieniereeniene 21,289 1,026 0 1,216 0 554
North Monument BUtte.............ccccevveeeeenn. 8,416 0 0 0 0 0
Bridgeand........ccocoevviienieieeeee e 0 0 3,044 1,504 0 2,180
Lake Canyon ........ccecvieereenesieneeneeeeenieens 0 0 0 0 31,118 0
(01101 SO 0 0 0 0 0 0

1oL R 29,705 2,79 3,044 6,504 31,118 10,097

(1) Includes acreage on fee, state, federal and alotted lands.
(2) Held by production.

The EDAs governing our exploration and development on tribal lands provide for an initial five year term and
generally require that we or our operating partners commence drilling of a minimum number of obligation wells
during each year within the five year term. So long as we continue to satisfy the minimum obligation well
requirements, we will have the option to extend each agreement for two additional five year terms. The minimum
annual obligation well requirement continuesin effect during each five year extension and allows us to continue to
drill and earn leases on lands for which leases have not yet been earned. If we drill obligation wellsin excess of the
minimum obligation well requirement for a certain year within aterm of an EDA, those wells are generally carried
forward and are applied to future minimum obligation well requirementsin the next year. Each extenson of an EDA
requires an extension payment equal to the unearned net acres multiplied by theinitial bonus amount per acre stated
in the EDA. Once awell has been completed or plugged and abandoned on a section, alease is earned with respect
to that section. Earned leases have a five year primary term, which can be extended if commercia production
continues. In general, we earn leases on each 640 acre section of tribal land after drilling awell in a section, except
in Rocky Point where the leases were issued upon signing the EDA. As of September 30, 2011, we had 21,289 net
acres expiring in Blacktail Ridgein 2012, 8,416 net acres expiring in North Monument Butte in 2012 and 3,044 net
acres expiring in Bridgeland in 2013 with two five year extension periods available for each EDA, and we had
31,118 net acres expiring in Lake Canyon in 2014 with one five year extension period available.

With respect to our properties on fee, state, federa and allotted lands, many of the leases comprising the
acreage set forth in the table above will expire at the end of their respective primary terms unless production from
the leasehold acreage has been established prior to such date, in which event the lease will remain in effect until the
cessation of production in commercial quantities, or if we negotiate extensions to the leases with the respective
mineral owners. We will attempt to drill wells on expiring tracts of land or negotiate extensions based on our
strategic priorities and well drilling schedules.

While we may attempt to secure anew lease upon the expiration of certain of our fee, state, federal and alotted
acreage, there are some third-party leases that may become effective immediately if our leases expire at the end of
their respective terms and production has not been established prior to such date. We have optionsto extend some of
these leases through payment of additional |ease bonus payments prior to the expiration of the primary term of the
leases. Our leases on feg, state, federal and allotted lands are mainly fee leases with three to five years of primary
term. We believe that these leases are similar to our competitors' fee lease terms asthey relate to primary term and
reserve royalty interests.

Drilling activity

The following table summarizes our drilling activity for years ended December 31, 2008, 2009 and 2010 and
the nine months ended September 30, 2011. Gross wells reflect the sum of all wells in which we own an interest.
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Net wells reflect the sum of our working interestsin gross wells. Information presented for the nine months ended
September 30, 2011 gives effect to the Horseshoe Bend acquisition.

Nine M onths Ended

2008 2009 2010 September 30, 2011
Gross Net Gross Net Gross Net Gross Net

Development wells
(@1 S 50 18.8 19 6.1 155 47.1 97 44.6
(S 0 0 0 0 0 0 0 0
DYt esesssseseesees 1 05 1 0.3 0 0 0 0
Total development wells.......... 51 19.3 20 6.4 155 47.1 97 44.6

Exploratory wells

(@ | U 0 0 0 0 0 0 3 0.9
(S 0 0 0 0 0 0 0 0
DYt esesssseseesees 0 0 0 0 0 0 0 0
Total exploratory wells............ 0 0 0 0 0 0 3 0.9
Total WellS....coveeiieienns ol 19.3 22 6.4 155 471 100 455

Our drilling activity has increased each year since our inception. There was relatively little drilling activity in
our project areas in 2009 due to low commaodity prices. Drilling activity by our non-operated partners increased
significantly in 2010 dueto an increase in ail prices. Drilling further increased in 2011 as aresult of the
commencement and expansion of our operated activitiesin 2011.

For the three years ended December 31, 2010, we had atotal of 2 gross (0.8 net) devel opmental wells that were
deemed dry wells. Asof September 30, 2011, there were 13 gross (7.8 net) development wells and no gross or net
exploratory wells in the process of drilling or completion. For the nine months ended September 30, 2011, we drilled
or participated in 87 gross (37.7 net) wells with a 100% success rate.

Our core project areas

We have interestsin seven core project areas which expose us to a diverse portfolio of geologic targets across
the Uinta Basin. Historically, we maintained non-operated positions with leading operators in the basin, but we
shifted focusin the middle of 2010 to acquiring and devel oping operated assets. We are the operator in three project
areas — Randlett, Horseshoe Bend and Rocky Point. We hold a 100% working interest in Randlett, and we
commenced operated drilling activitiesin Randlett in April 2011. We operate almost all of Horseshoe Bend with an
average working interest of 66%. Wejointly operated Rocky Point with Newfield and have a 75% working interest
in the township we operate and a 30% working interest in the townships operated by Newfield.

In addition to our operated activities, we continue to derive substantial benefits from our non-operated positions
throughout the Uinta Basin. As of September 30, 2011, we have participated in 326 gross (96.9 net) non-operated
wells. We believe our non-operated positions complement our total portfolio of oil and natural gas propertiesin the
Uinta Basin, even as we continue to grow our operated acreage positions.

As of September 30, 2011, we had 35.1 MMboe of proved reserves with an extensive inventory of drilling
locations throughout the Uinta Basin. Our substantial, extend ve acreage position of approximately 162,695 net acres
is largely undevel oped.

Randlett

We operate all of our propertiesin our Randlett project area and have approximately 39,351 net |easehold acres
with an average 86% working interest. We acquired our initial acreage in Randlett in December 2010 and
commenced drilling activities in April 2011. As of September 30, 2011, we had drilled atotal of 22 wells, with 18
wells completed and producing and four wells awaiting completion. All of our wells drilled in Randlett have been
vertically drilled wells targeting the Green River formation, and we expect to have commenced drilling three wells
targeting the Wasatch formation by the end of 2011.

We have completed al of our Randlett wells in the Uteland Butte zone of the Green River formation, which is
one of several zones we currently complete in our vertical drilling program. We believe this areamay also be

78



prospective for ahorizonta drilling program targeting the Uteland Butte zone. In addition, we anticipate
implementing a pilot waterflood program as part of our 2012 capital expenditure budget. Other operatorsare
currently utilizing this secondary recovery technique in nearby fields.

Horseshoe Bend

We acquired our Horseshoe Bend propertiesin November 2011. We operate substantially all of our Horseshoe
Bend properties, and have approximately 29,281 net leasehold acres with an average working interest of 66% and 50
gross (33.9 net) producing wells. Operatorship with respect to approximately 3,993 net leasehold acres in Ouray
Valley remains subject to a vote of the working interest owners. The Horseshoe Bend project area abuts the
northwest corner of Randlett and represents a substantial expansion of our operated |easehold and drilling inventory.
We plan to commence operated drilling activitiesin this area during the second half of 2012, primarily targeting the
Green River and Wasatch formations with vertically drilled wells. We believe this areamay al so be prospective for a
horizontal drilling program targeting the Black Shale/G-1 Lime and Uteland Butte zones of the Green River
formation and provide additional opportunities for future waterflooding.

Rocky Point

We operate 50% of our approximately 10,789 net leasehold acres in the Rocky Point project area, and Newfield
operates the remaining 50%. Our operated leasehold acres are adjacent to the western boundary of Randlett. We
hold a 75% working interest in our operated position and a 30% working interest in our non-operated position. We
expect to commence drilling in Rocky Point by mid-year 2012 with our initial drilling program primarily targeting
the lower Green River and Wasatch formations.

Blacktail Ridge

We have anon-operated interest in approximately 28,569 net leasehold acres in our Blacktail Ridge project
area. Our working interestsin our Blacktail Ridge wells are typically either 25% or 50%, depending on participation
in prior wells. Bill Barrett operates our Blacktail Ridge acreage position and has historically drilled vertical wells
primarily targeting the Wasatch formation. We believe this area may also be prospective for ahorizontal drilling
program targeting the Uteland Butte and Black Shale zones. We participated in Bill Barrett’ sfirst horizontal well in
Blacktail Ridge targeting the Uteland Butte zone, which was completed in November 2011.

North Monument Butte

We hold a 25% working interest covering approximately 11,724 net leasehold acres in the North Monument
Butte project area. Newfield operates North Monument Butte, and the wells in this project area primarily target the
Green River formation. Newfield recently began testing the deeper Wasatch formation. We believe North
Monument Butte provides additional opportunities for both horizontal drilling of multiple zones and waterflooding
of the Green River formation to increase recovery of reserves.

Bridgeland

We hold a 35% working interest covering approximately 9,883 net leasehold acres in the Bridgeland project
area. Newfield operates Bridgeland, and the wells in this project area primarily target the Green River formation.
Newfield is currently testing the Wasatch formation.

Lake Canyon

We hold a 25% working interest covering approximately 30,371 net leasehold acres in the Lake Canyon project
area. Bill Barrett and Berry Petroleum operate Lake Canyon, and thewells in this project area primarily target the
Green River and Wasatch formations. The operators are evaluating the emerging horizontal Uteland Butte play in
Lake Canyon. To date, we have participated in five gross (1.25 net) horizontal Uteland Butte wells drilled by Bill
Barrett and two gross (0.50 net) horizontal Uteland Butte wells drilled by Berry Petroleum.
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Other

Our other project areasrepresent a combined 2,727 net leasehold acres in various areas throughout the Uinta
Basin which are 53% operated by us.

For more information on our reserves, operations and operating areas, please read “Business — Our
Operations.”

M otivated management team with proven Uinta Basin experience

Our senior management and technical team isled by Joseph N. Jaggers, an industry veteran with over 30 years
of experience managing oil and gas operations. Mr. Jaggers has significant experience operating in the Rocky
Mountains in both conventional and unconventional resources. Most recently, Mr. Jaggers served as President and
Chief Operating Officer of Bill Barrett. Prior to that, he served as Regional Vice President - Exploration and
Production for The Williams Companies, Inc. and as President and Chief Operating Officer for Barrett Resources
Corporation. Mr. Jaggershas along record of achieving production and reserve growth and has operational
experience in many basins of the Rocky Mountain region, including the Uinta basin.

Mr. Jaggers leads a highly experienced and well-rounded management team with deep engineering,
geosciences, land, environmental and financial capahilities. The team’ stop executives represent over 150 years of
combined industry experience. Our senior management team has extensve expertise in the oil and gasindustry as a
result of prior work for companies such as Barrett Resources Corporation, Bill Barrett, The Williams Companies,
Inc., and Rosetta Resources Inc. Our senior management and technical team has an average of more than 25 years of
industry experience, including experience in multiple North American resource plays as well as experience in other
North American and international basins. Specifically, our Chief Executive Officer, Chief Operating Officer and
other of our executive officers were invol ved in the acquisition, operation or execution of a number of successful
resource conversion plays with specific experience in the Rocky Mountain Region.

Marketing and major customers

We principally sell our oil and natural gas production to marketers and other purchasers that have access to
nearby refining facilities. Our ail is primarily transported by truck to refinersin the Salt Lake City area. Our
marketing of oil and natural gas can be affected by factors beyond our control, the effects of which cannot be
accurately predicted. For a description of some of these factors, please read “Risk Factors — Thereislimited
transportation and refining capacity for our yellow and black wax crude oil, which may limit our ability to sell our
current production or to increase our production.”

For the nine months ended September 30, 2011, production from properties operated by Bill Barrett and
Newfield accounted for approximately 45% and 40%, respectively, of our total revenue and were sold under their
marketing arrangements. For the three months ended September 30, 2011, production from properties operated by
Bill Barrett and Newfield accounted for approximately 43% and 30%, respectively, of our total revenue. We sdll
our operated crude oil production to two marketing companies. One marketing firm accounted for 10% and 23% of
our total revenue for the nine and three months ended September 30, 2011, respectively. Our crude oil marketing
firms have capacity arranged with four of thefive refinersin the Salt Lake City area.

With respect to our operated production, we sell all of our oil directly at the wellhead at prevailing market
prices under contracts that normally provide for usto receive a market based price, which incorporates regional
differentials that may include, but are not limited to, transportation costs and adjustments for product quality. Our
production is dedicated to the marketing firms based on acreage dedications. One of our oil marketing contracts
extends through November 30, 2012 and the other extends through December 31, 2014. Furthermore, we do not
currently have any material oil and natural gas delivery commitments.

Crude oil produced and sold in the Uinta Basin has historically sold at a discount to the price quoted for West
Texas Intermediate (WT]I) crude oil due to transportation costs, takeaway capacity and gravity and quality of the
crude oil we produce. In the past, there have been periods when this discount has substantially increased due to the
production of oil in the areaincreasing to a point that it temporarily surpasses the available transportation and
refining capacity in the area or due to market shocks. Thelast such period was |l ate 2008 through early 2009 when
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oil prices declined significantly.

Since most of our oil and natural gas production is sold under market based or spot market contracts, the
revenues generated by our operations are highly dependent upon the prices of and demand for oil and natural gas.
The price we receive for our oil and natural gas production depends upon numerous factors beyond our control,
including but not limited to seasonality, weather, competition, availability of trangportation and gathering
capabilities, the condition of the United States economy, foreign imports, political conditionsin other oil-producing
and natural gas-producing countries, the actions of the Organization of Petroleum Exporting Countries, and
domestic government regulation, legidation and policies. Please read “ Risk Factors— A substantial or extended
declinein oil and, to alesser extent, natural gas prices may adversaly affect our business, financia condition or
results of operations and our ability to meet our capital expenditure obligations and financial commitments.”
Furthermore, adecrease in the price of oil and natural gas could have an adverse effect on the carrying val ue of our
proved reserves and on our revenues, profitability and cash flows. Please read “Risk Factors— If oil and natural gas
prices decrease, we may be required to take write-downs of the carrying values of our oil and natural gas
properties.”

Although we are not currently experiencing any significant involuntary curtailment of our oil or natural gas
production, market, economic, transportation and regulatory factors may in the future materialy affect our ability to
market our oil or natura gas production. Pleaseread “Risk Factors— Thereislimited transportation and refining
capacity for our yellow and black wax crude ail, which may limit our ability to sell our current production or to
increase our production.”

Titleto Properties
Tribal Lands

We acquire our minera interests from the Tribe through our EDAS, which have the essential attributes of a
conventiona oil and gaslease. Much like a conventional oil and gaslease, an EDA creates an operating interest in
the Tribe's minerals, has a primary term, requires payment of initia |ease bonuses, royalties and rentals, reservesto
the mineral owner the right to take royalty production in kind, and requires the operator to undertake all the
exploration and production risks asto capital and operating costs. Like a conventional oil and gaslease, an EDA
grantsthe operator an interest in real property to enter the lands and conduct exploration and production activities, as
well asrightsto obtain permits for surface use and infrastructure required to support exploration, devel opment and
production. An EDA represents arecordable interest in real estate under Utah law which can be collateralized and
made subject to a deed of trust for purposes of financing. Under federa regulations, an EDA is classified asalease
that requires approval by the Tribe and the Bureau of Indian Affairs (the “BIA”).

Our EDAs provide for an initial five year primary term and generally require that we or our operating partners
commence drilling of a minimum number of obligation wells during each year within the five year primary term. So
long as we continue to satisfy the minimum obligation well requirements, our EDAS provide the option to extend the
initial primary term for two additional five year terms. The minimum obligation well requirement continuesin effect
during each five year extension and allows us to continue to drill and earn leases on lands for which |eases have not
yet been earned. If wedrill obligation wellsin excess of the minimum obligation well requirements for a certain
year within aterm of an EDA, those wells are generally carried forward and are applied to future minimum
obligation well requirementsin the next year. Once a well has been completed or plugged and abandoned on a
section, alease is earned with respect to that section. Earned leases have afive year primary term, which is
extended if commercial production continues. In general, we earn leases on each 640 acre section on tribal land
after drilling awell in that section, except in Rocky Point where the leases were issued upon the signing of the EDA.
Each of our EDAs and | eases has been approved by the Tribe, the Ute Distribution Corporation (the “UDC”) and the
BIA. Our EDAs and our leases are enforceable in Utah federal courts pursuant to alimited waiver of sovereign
immunity found in each EDA.

Fee, State, Federal and Allotted Lands
Ute Energy has obtained federal oil and gas |eases from the Bureau of Land Management (the “BLM”) on

minerals owned by the United States, state oil and gas leases from the Utah State Ingtitutional Trust Lands
Administration for minerals owned by the State of Utah, tribal oil and gas leases from the BIA for individual Ute
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tribal “allottees” who own their minerals separately from the Tribe on lands previoudly allotted to Ute tribal
members, and oil and gas leases from non-tribal individuals who own their mineralsin fee simple. The leases are
generally on standardized lease forms from the BLM, the BIA and the State of Utah and on various versions of lease
forms from private owners. Titleis documented by review of the records of the BLM, BIA and the State of Utah
and through detailed record checks by experienced oil and gas |ease field landmen in the county courthouse or the
appropriate governmental office. Prior to drilling awell on any given tract of land covered by an oil and gas lease,
title is confirmed and documented via a thorough review of all documentsthat have historically been recorded
againgt the tract in therecords of the county or appropriate governmental office by a licensed title attorney who
prepares adrilling title opinion. Thedrilling title opinion confirms the mineral ownership, the validity of the oil and
gas leases covering the mineral interest as well asthe current owner of the oil and gasleases. These oil and gas
leases provide for the granting of a present interest in real property to us. These leases allow usto enter the subject
lands and conduct exploration and production activities, and provide us rights to obtain permits for surface
infrastructure required to support exploration, development and production.

Please read “Risk Factors— We may incur losses as aresult of title defects in the propertiesin which we
invest.”

Seasonality

Winter weather conditions can have an adverse impact on takeaway capacity available for the oil and natural
gas we produce. Certain lease gtipulations can limit or temporarily halt our drilling and producing activities and
other oil and natural gas operations during certain times of the year. In addition, in certain areas on federal lands,
drilling and other oil and natural gas activities can only be conducted during limited times of the year. These
constraints and the resulting shortages or high costs could delay or temporarily halt our operations and materially
increase our operating and capital costs.

Competition

The oil and natural gasindustry is highly competitive in al phases. We encounter competition from other oil
and natural gas companiesin all areas of operation, including the acquisition of leasing options on oil and natural
gas properties and the expl oration and devel opment of those properties. Our competitors include major integrated oil
and natural gas companies, numerous independent oil and natural gas companies, individuals and drilling and
income programs. Many of our competitors are large, well established companies that have substantially larger
operating staffs and greater capital resources than we do. Such companies may be able to pay more for lease options
on oil and natural gas properties and exploratory locations and to define, evaluate, bid for and purchase a greater
number of properties and locations than our financial or human resources permit. Our ability to acquire additional
properties and to discover reserves in the future will depend upon our ability to evaluate and select suitable
properties and to consummate transactions in a highly competitive environment. Pleaseread “Risk Factors —
Competition in the oil and natural gasindustry isintense, making it more difficult for us to acquire properties,
market oil and natural gas and secure trained personnd. In addition, because we are arelatively small company, we
may be disproportionately affected by adverse operational, financial and other events in the ordinary course of our
business.”

L aws and Regulations Pertaining to Oil and Gas Operations on the Uintah & Ouray Reservation

General. Laws and regulations pertaining to oil and gas operations on Reservation lands derive from both Ute
tribal law and federal law, including federal statutes, regulations and court decisions, generally referred to as federal
Indian law.

Thefederal trust responsibility. The federal government has a general trust responsibility to Native American
tribes regarding lands and resources that are held in trust for such tribes. Various federal agencies within the U.S.
Department of the Interior, particularly the BIA, the BLM and the Office of Natural Resources Revenue, assi in the
performance of thistrust responsibility. Together with the applicable tribe, these federal agencies promulgate and
enforce laws, regulations and/or other approval requirements pertaining to oil and natural gas operations on Native
American tribal lands. These legal requirements may include lease provisions, royalty matters, drilling and
production requirements, environmental standards, tribal employment contactor preferences and numerous other
matters. Thetrust responsibility may be a consideration in courts' resolution of disputes regarding Native American
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trust lands and the development of oil and gasresources on Native American reservations. Courts may consider the
compliance of the Secretary of the U.S. Department of the Interior (“Interior Secretary”) with trust dutiesin
determining whether leases, rights-of-way, or contractsrelative to tribal land are valid and enforceable.

Tribal sovereignty and dependent status. The United States Constitution vests in Congress the power to
regulate the affairs of Native American tribes. Native American tribes hold a sovereign status that alows them to
manage their internal affairs, subject to the ultimate |egid ative power of Congress. Tribes are therefore often
described as domestic dependent nations, retaining all attributes of sovereignty that have not been removed by
Congress. Retained sovereignty includes the authority and power to enact laws and safeguard the health and welfare
of thetribe and its members and the ahility to regulate commerce on the reservation. In many instances, tribes have
the inherent power to levy taxes and have been delegated authority by the United States to administer certain federa
health, welfare and environmenta programs.

Because of their sovereign status, Native American tribes also enjoy sovereign immunity from suit and may not
be sued in their own courtsor in any other court absent Congressional abrogation or avalid tribal waiver of such
immunity. The United States Supreme Court has ruled that for a Native American tribe to waive its sovereign
immunity from suit, such waiver must be clear, explicit and unambiguous. Even when sovereign immunity has been
effectively waived, atribal court is, in certain ingtances, the only court that has jurisdiction to adjudicate disputes
involving atribe, tribal lands or resources or business conducted on tribal 1ands or with tribes.

The Tribe is afederally recognized Indian tribe organized under the Indian Reorganization Act of 1934. The
Uintah Valley Reservation was established by executive order in 1861 and the Uncompahgre Reservation was
established by executive order in 1882. Under the Indian Reorganization Act of 1934 the Ute Bands adopted a
congtitution and the two separate reservations were consolidated into one reservation to include the exercise of
jurisdiction over al areas within the newly established Uintah & Ouray Reservation with the exception of what later
came to be known as the “Hagen” lands, which areidentified as those lands that were opened to non-Indian
settlement under the Homestead Act. As a sovereign nation, the Tribe establishes al policiesregarding its energy
state and isresponsible for the implementation and coordination of the federal government’ s policies which affect
the mineral development activities on the Reservation. The Reservation is subject to the joint management process
set forth at 25 C.F.R. Part 217. The execution of mineral agreements by the Tribe and the UDC is conducted in
accordance with the Ute Partition and Termination Act of 1954.

There are dightly more than 3,100 Ute tribal members, with the majority of the membersliving on the
Reservation. Pursuant to the Tribe' s constitution, the Tribe is governed by a six-member Business Committee. The
Tribe represents the merger of three Ute bands: the White River, the Uncompahgre and the Uintah. Each band elects
two membersto the tribal Business Committee and each member serves aterm of four years. Elections are saggered
to provide for one representative of each band to be elected every two years. The Tribal Chairman and Vice
Chairman are selected from and appointed by the Business Committee members.

All Ute tribal EDAsto which we are a party have been approved by the United States Department of the Interior
and are intended to satisfy all legal provisions that the Department of the Interior administers, including those under
the Indian Mineral Devel opment Act of 1982. Jurisdictional remedies have been made under and construed in
accordance with federal law, and to the extent not governed by federal law, the law of the State of Utah. Pursuant to
all of our EDAS, should the law differ between federal Circuit Courts of Appeals, the law of the Court of Appeals
for the Tenth Circuit shall control. Nothing in the EDASsis construed to limit the sovereign authority of the Tribe to
regulate activities conducted on Ute tribal Lands.

Federal approvals of certain transactions regarding tribal lands. Under current federal law, the Interior
Secretary (or the Interior Secretary’ s appropriate designee) must approve any contract with a Native American tribe
that encumbers, or could encumber, for a period of seven years or more, (1) lands owned in trust by the United
States for the benefit of a Native American tribe or (2) tribal landsthat are subject to a federa restriction against
alienation. Failureto obtain such approval, when required, renders the contract void.

Some of our right-of-ways and assignments of the same to us have been approved by the Interior Secretary, and
othersarein various stages of application for renewal and/or approval. It is common for these approvals and/or
renewal s to take an extended period of time, but such approvals and/or renewals are routine and we believe that all
required approvals and/or renewals will be obtained in due course.
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Federal management and oversight. Pursuant to the federal trust relationship with Native American tribes, the
BIA exercises oversight of certain matters on the Reservation pertaining to health, welfare and trust assets of the
Tribe. The BIA must approve all leases, rights-of-way, applicationsfor permitsto drill, seismic permits and other
permits and agreements relating to devel opment of oil and gas resources held in trust for the Tribe. While we have
been successful in facilitating the receipt of approvalsin atimely manner from the BIA, such future receipt of
approvals, or receipt of such approvalsin atimely manner is not guaranteed and thus obtaining such approvals in the
future could result in delays or even an inability to partially or fully develop the our EDAS.

The Tribe's Energy and Minerals Department. The day-to-day operation of the Tribe's minerals program,
including theinitial negotiation of agreements, applications for approval of assignments, exercise of tribal
preferential rights and most other permits and licenses relating to oil and gas development, is managed by the
professional staff of the Tribe's Energy and Minerals Department. The Tribe' s Business Committee typically defers
to the Energy and Minerals Department in decisions to approve |eases and other agreementsrelating to oil and gas
resources held in trust for the Tribe. While we have been successful thus far in facilitating timely action and
favorable recommendations from the Energy and Minerals Department for our operations, such timelinessis not
guaranteed and obtaining future approvals may cause delays in devel oping the properties covered by our EDAS.

Taxation by the Tribe. In certain instances, a single event or transaction may be taxable at each of the federal,
state and Tribe levels. State taxes are rarely applicable within the Reservation except as authorized by Congress or
when the application of such taxes does not adversaly affect theinterests of the Tribe. Federal taxes of general
application are applicable within the Reservation, unless specifically exempted by federal law. We pay severance tax
to the Tribe pursuant to Tribal Ordinance 88-07 at arate of 10% per barrel of oil equivalent based on the wellhead
value of production after a twelve month first production exemption. The severance tax isreduced 50% on wells
with twelve months of average production below a threshold depending on well depth.

Royalties from production on Ute tribal lands. Under our agreements and |eases with the Tribe, we pay
royaltiesto the Tribe and the UDC. The Tribe is entitled to take itsroyalties in kind, but it currently does not. The
Office of Natural Resources Revenue of the United States Department of the Interior has the responsibility for
managing and overseeing royalty paymentsto the Tribe and has theright to audit such royalty payments.

Ute Tribal Employment Rights Ordinance. The Tribe' s Business Committee has enacted the Ute Tribal
Employment Rights Ordinance 11-002 (“UTERQO"), which requires preferential hiring of Ute tribal members and
other Native Americans by non-governmental employers operating within the boundaries of the Reservation.
UTERO requires employers on Reservation landsto give preference in hiring to Ute tribal candidates meeting job
description requirements, and provides that Ute tribal employees can only be terminated, penalized or disciplined for
“just cause.” UTERO also requires a written affirmative action plan that must be filed with the UTERO office,
establishes the UTERO Commission as a forum to resolve employment disputes and gives authority to the UTERO
Commission to establish wage rates on construction projects. UTERO also requires companies doing business on the
Reservation to give preference to certified Ute and Native American-owned businesses by giving them afirst
opportunity and contracting preference for al contracts performed on the Reservation. While this law does not apply
to the granting of mineral leases, subleases, permits, licenses and transactions governed by other applicable Ute
tribal and federal law, we treat this law as applicable to our material non-mineral contracts and procurement
agreements relating to our business activities on the Reservation.

Other Regulation of the Oil and Natural GasIndustry

The oil and gasindustry is extensively regulated by numerous federal, state and local authorities, including
Native American tribes. In particular, oil and natural gas production and related operations are, or have been, subject
to price controls, taxes and numerous other laws and regulations. Legidation affecting the oil and gasindustry is
under constant review for amendment or expansion, frequently increasing the regulatory burden. Also, numerous
federal and gate departments and agencies and Native American tribes are authorized by statute to issue rulesand
regulations binding on the oil and gasindustry and individual companies, some of which carry substantial penalties
for failure to comply. Although the regulatory burden on the oil and gasindustry increases our cost of doing
business and, consequently, affects our profitability, these burdens generally do not affect us any differently or to
any greater or lesser extent than they affect other companiesin the industry with smilar types, quantities and
locations of production.



Regulation of Drilling and Production. Our operations are subject to various types of regulation at federal,
state, local and Tribe levels. These types of regulations include requiring permitsfor the drilling of wells, drilling
bonds and reports concerning operations. Most states, and some counties, municipalities, the Tribe and other Native
American tribes al so regulate one or more of the following:

the location of wells,

the method of drilling and casing wells;

the rates of production or “allowables’;

the surface use and restoration of properties upon which wells are drilled by us and other third-parties;
the plugging and abandoning of wells; and

notice to surface owners and other third-parties.

State and, on federal and Indian lands, BLM laws and regulations regul ate the size and shape of drilling and
spacing units or proration units governing the pooling of oil and gas properties. Some states alow forced pooling or
integration of tractsto facilitate exploration while other satesrely on voluntary pooling of lands and leases. In some
instances, forced pooling or unitization may be implemented by third-parties and may reduce our interest in the
unitized properties. In addition, state and federal laws generaly prohibit the venting or flaring of gas and impose
requirements regarding theratability of production. These laws and regulations may limit the amount of oil and gas
that we can produce from our wells or limit the number of wells or the locations that we can drill. Moreover, each
state generaly imposes a production or severance tax with respect to the production and sale of oil and gas within its
jurisdiction. These laws and regulations may limit the amount of oil and gas that we can produce from our wells or
limit the number of wells or the locations that we can drill. Moreover, each state generally imposes a production or
severance tax with respect to the production and sale of oil and gas within its jurisdiction.

Regulation of transportation of oil. Sales of crude oil, condensate and natural gas liquids are not currently
regulated and are made at negotiated prices. Nevertheless, Congress could reenact price controlsin the future.

Our sales of crude ail are affected by the availability, terms and cost of transportation. The transportation of ail
in common carrier pipelinesis also subject to rate and access regulation. The FERC regulates interstate oil pipeline
transportation rates under the Interstate Commerce Act. In genera, interstate oil pipeline rates must be cost-based,
although settlement rates agreed to by all shippers are permitted and market based rates may be permitted in certain
circumstances. Effective January 1, 1995, the FERC implemented regul ations establishing an indexing system
(based on inflation) for transportation rates for oil that allowed for an increase or decrease in the cost of transporting
oil to the purchaser. A review of these regulations by the FERC in 2000 was successfully challenged on appeal by an
association of oil pipelines. On remand, the FERC in February 2003 increased the index ceiling dlightly, effective
July 2001. FERC reviews the annual indexing factor every five years. For thefive-year period commencing July 1,
2011, the annual indexing factor is equal to the Producer Price Index for Finished Goods plus 2.65%. We cannot
predict whether or to what extent the index factor may change in the future

Intragtate oil pipeline transportation rates are subject to regulation by state regulatory commissions. The basis
for intrastate oil pipeline regulation, and the degree of regulatory oversight and scrutiny given to intrastate oil
pipeinerates, varies from state to state. Insofar as effective interstate and intrastate rates are equally applicable to all
comparable shippers, we believe that theregulation of oil transportation rates will not affect our operationsin any
way that is of material difference from those of our competitors who are smilarly situated.

Further, interstate and intrastate common carrier oil pipelines must provide service on a non-discriminatory
basis. Under this open access standard, common carriers must offer service to all Smilarly situated shippers
regquesting service on the same terms and under the samerates. When oil pipelines operate at full capacity, accessis
governed by prorationing provisions set forth in the pipelines published tariffs. Accordingly, we believe that access
to ail pipeline transportation services generally will be available to us to the same extent as to our similarly situated
competitors.
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Regulation of transportation and sales of natural gas. Historically, the transportation and sale for resale of
natural gas in interstate commerce has been regulated by the FERC under the Natural Gas Act of 1938, or NGA, the
Natural Gas Policy Act of 1978, or NGPA, and regulationsissued under those statutes. In the past, the federal
government hasregulated the prices at which natura gas could be sold. While sales by producers of natural gas can
currently be made at market prices, Congress could reenact price controlsin the future. Deregulation of wellhead
natural gas sales began with the enactment of the NGPA and culminated in adoption of the Natural Gas Wellhead
Decontrol Act which removed all price controls affecting wellhead sales of natural gas effective January 1, 1993.

FERC regulates interstate natural gas transportation rates, and terms and conditions of service, which affects the
marketing of natural gas that we produce, aswell asthe revenues we receive for sales of our natural gas. Since 1985,
the FERC has endeavored to make natural gas transportation more accessible to natural gas buyers and sellers on an
open and non-discriminatory basis. The FERC has stated that open access policies are necessary to improve the
competitive structure of the interstate natural gas pipeline industry and to create aregulatory framework that will put
natural gas sellersinto more direct contractual relations with natural gas buyers by, among other things, unbundling
the sale of natural gas from the sale of trangportation and storage services. Beginning in 1992, the FERC issued a
series of orders, beginning with Order No. 636, to implement its open access policies. As aresult, the interstate
pipelines traditional role of providing the sale and transportation of natural gas as a single service has been
eliminated and replaced by a structure under which pipelines provide transportation and storage service on an open
access basis to others who buy and sdll natural gas. Although the FERC'’ s orders do not directly regulate natural gas
producers, they are intended to foster increased competition within all phases of the natural gasindustry.

In 2000, the FERC issued Order No. 637 and subsequent orders, which imposed a number of additional reforms
designed to enhance competition in natural gas markets. Among other things, Order No. 637 effected changesin
FERC regulationsrelating to scheduling procedures, capacity segmentation, penalties, rights of first refusal and
information reporting. On June 19, 2008, the FERC issued Order No. 712, and subsequently issued orders on
rehearing and clarification. Among other things, Order No. 712 revised the FERC' stransportation pricing policy by
waiving price ceilings for interstate pipeline capacity released from one shipper to another for a period of one year
or less, if thereleaseisto take effect on or before one year from the date on which the pipelineisnotified of the
release,

The natural gasindustry historically has been very heavily regulated. Therefore, we cannot provide any
assurance that the less stringent regulatory approach recently established by the FERC will continue. However, we
do not believe that any action taken will affect usin away that materially differs from the way it affects other
natural gas producers.

The price at which we sell natural gasisnot currently subject to federal rate regulation and, for the most part, is
not subject to state regul ation. However, with regard to our physical sales of these energy commodities, we are
required to observe anti-market manipulation laws and related regulations enforced by the FERC and/or the
Commodity Futures Trading Commission, or the CFTC. Please read bel ow the discussion of “—Other federal laws
and regul ations affecting our industry — Energy Policy Act of 2005.” Should we violate the anti-market
mani pulation laws and regulations, we could also be subject to related third party damage claims by, among others,
sellers, royalty owners and taxing authorities. In addition, pursuant to Order No. 704, some of our operations may be
required to annually report to FERC on May 1 of each year for the previous calendar year. Order No. 704 requires
certain natural gas market participants to report information regarding their reporting of transactions to price index
publishers and their blanket sales certificate status, aswell as certain information regarding their wholesale, physical
natural gas transactions for the previous calendar year depending on the volume of natural gas transacted. Please
read below the discussion of “ Other federal laws and regulations affecting our industry — FERC Market
Transparency Rules.”

Gathering services, which occur upstream of jurisdictiona transmission services, are regulated by the states
onshore and in sate waters. Although the FERC has set forth a general test for determining whether facilities
perform anonjurisdictional gathering function or ajurisdictional transmission function, the FERC' s determinations
asto the classification of facilitiesis done on a case by case basis. To the extent that the FERC issues an order which
reclassifies transmission facilities as gathering facilities, and depending on the scope of that decision, our costs of
getting gas to point of sale locations may increase. State regulation of natural gas gathering facilities generally
includes various safety, environmenta and, in some circumstances, nondiscriminatory take requirements. Although
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such regulation has not generally been affirmatively applied by state agencies, natural gas gathering may receive
greater regulatory scrutiny in the future.

Intragtate natural gas transportation and facilities are al so subject to regulation by state regulatory agencies, and
certain transportation services provided by intrastate pipelines are also regulated by FERC. The basis for intrastate
regulation of natural gas transportation and the degree of regulatory oversight and scrutiny given to intrastate natural
gas pipeline rates and services varies from state to state. Insofar as such regulation within a particular state will
generally affect all intrastate natural gas shippers within the state on a comparable basis, we believe that the
regulation of similarly situated intrastate natural gas transportation in any states in which we operate and ship natural
gas on an intrastate basis will not affect our operationsin any way that is of material difference from those of our
competitors. Like theregulation of interstate transportation rates, the regulation of intrastate transportation rates
affects the marketing of natural gasthat we produce, aswell as the revenues we receive for sales of our natural gas.

Other federal laws and regulations affecting our industry.

Energy Policy Act of 2005. On August 8, 2005, President Bush signed into law the Energy Policy Act of 2005,
or the EPAct 2005. EPAct 2005 is a comprehensive compilation of tax incentives, authorized appropriations for
grants and guaranteed loans, and significant changes to the statutory policy that affects all segments of the energy
industry. Among other matters, EPAct 2005 amends the NGA to add an anti-manipulation provision which makes it
unlawful for any entity to engage in prohibited behavior to be prescribed by FERC, and furthermore provides FERC
with additiona civil penalty authority. EPAct 2005 provides the FERC with the power to assess civil penalties of up
to $1,000,000 per day for violations of the NGA and increases the FERC' s civil pendty authority under the NGPA
from $5,000 per violation per day to $1,000,000 per violation per day. The civil penalty provisions are applicable to
entitiesthat engage in the sale of natural gasfor resale in interstate commerce. On January 19, 2006, FERC issued
Order No. 670, aruleimplementing the anti-manipulation provision of EPAct 2005, and subsequently denied
rehearing. Therule makes it unlawful for any entity, directly or indirectly, in connection with the purchase or sae of
natural gas subject to the jurisdiction of FERC, or the purchase or sale of transportation services subject to the
jurisdiction of FERC, (1) to use or employ any device, scheme or artifice to defraud; (2) to make any untrue
statement of material fact or omit to make any such statement necessary to make the statements made not
misleading; or (3) to engage in any act, practice, or course of business that operates asafraud or deceit upon any
person. The new anti-manipulation rules do not apply to activities that relate only to intrastate or other non-
jurisdictional sales or gathering, but do apply to activities of gas pipelines and storage companiesthat provide
interstate services, such as service under Section 311 of the NGPA, aswell as otherwise non-jurisdictional entitiesto
the extent the activities are conducted “in connection with” gas sales, purchases or transportation subject to FERC
jurisdiction, which now includes the annual reporting requirements under Order 704. The anti-manipulation rules
and enhanced civil penalty authority reflect an expansion of FERC's NGA enforcement authority. Should we fail to
comply with all applicable FERC administered statutes, rules, regulations, and orders, we could be subject to
substantial penalties and fines.

FERC Market Transparency Rules. On December 26, 2007, FERC issued afinal rule on the annual natural gas
transaction reporting requirements, as amended by subsequent orders on rehearing, or Order No. 704. Under Order
No. 704, wholesale buyers and sellers of more than 2.2 million MMBtu of physical natural gasin the previous
calendar year, including interstate and intrastate natural gas pipelines, natural gas gatherers, natural gas processors,
natural gas marketers and natural gas producers, arerequired to report, on May 1 of each year beginning in 2009,
aggregate volumes of natural gas purchased or sold at wholesale in the prior calendar year to the extent such
transactions utilize, contribute to or may contribute to the formation of priceindices. It isthe responsibility of the
reporting entity to determine which individua transactions should be reported based on the guidance of Order No.
704. Order No. 704 also requires market participants to indicate whether they report prices to any index publishers
and, if so, whether their reporting complies with FERC' s policy statement on price reporting.

Additiona proposals and proceedings that might affect the natural gas industry are pending before Congress,
FERC and the courts. We cannot predict the ultimate impact of these or the above regulatory changes to our natural
gas operations. We do not believe that we would be affected by any such action materially differently than similarly
Situated competitors.
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Environmental, Health and Safety Regulation

Our exploration, development and production operations are subject to various federal, regional, state and local
laws and regulations governing health and safety, the discharge of materials into the environment or otherwise
relating to environmental protection. These laws and regulations may, among other things, require the acquisition of
permitsto conduct exploration, drilling and production operations; govern the amounts and types of substances that
may be released into the environment in connection with oil and gas drilling and production; restrict the way we
handle or dispose of our wastes; limit or prohibit construction or drilling activities in sendtive areas such as
wetlands, wilderness areas or areasinhabited by endangered or threatened species; require investigatory and
remedial actionsto mitigate pollution conditions caused by our operations or attributable to former operations; and
impose obligations to reclaim and abandon well stes and pits. Failure to comply with these laws and regulations
may result in the assessment of adminigrative, civil and crimina penalties, the imposition of remedial obligations
and the issuance of orders enjoining some or al of our operationsin affected areas.

These laws and regulations may also restrict the rate of oil and natural gas production below the rate that would
otherwise be possible. The regulatory burden on the oil and gas industry increases the cost of doing businessin the
industry and consequently affects profitability. Additionally, Congress and federal and state agencies frequently
revise environmental, health and safety laws and regulations, and any changes that result in more stringent and
costly well construction, drilling, water management or completion activities, or waste handling, disposal, cleanup
and remediation requirements for the oil and gas industry could have a material adverse effect on our operations and
financial position. We may be unable to pass on such increased compliance costs to our customers. Moreover,
accidental releases or spills may occur in the course of our operations, and we cannot assure you that we will not
incur significant costs and liabilities asaresult of such releases or spills, including any third party claims for damage
to property, natural resources or persons. While we believe that we arein substantial compliance with existing
environmental laws and regulations and that continued compliance with current requirements would not have a
material adverse effect on our financial condition or results of operations, there is no assurance that this trend will
continuein the future.

The following is a summary of the more sgnificant existing U.S. federal and state environmental, health and
safety laws and regulations to which our business operations are subject and for which compliance may have a
material adverse impact on our capital expenditures, results of operations or financial position.

Hazardous substances and waste

The federal Comprehensive Environmental Response, Compensation, and Liability Act, as amended
(“CERCLA"), adso known asthe Superfund law and comparabl e state laws impose liability without regard to fault
or thelegality of the original conduct on certain classes of personswho are considered to be responsible for the
release of a “hazardous substance” into the environment. These persons include current and prior owners or
operators of the site where the release occurred and entities that disposed or arranged for the disposal of the
hazardous substances found at the site. Under CERCLA, these “responsible persons’ may be subject to joint and
several, strict liability for the costs of cleaning up the hazardous substances that have been released into the
environment, for damages to natural resources, and for the costs of certain health studies. CERCLA also authorizes
the EPA and, in some instances, third partiesto act in response to threats to the public health or the environment and
to seek to recover from the responsible classes of persons the costs they incur. It is not uncommon for neighboring
landowners and other third partiesto file claims for personal injury and property damage allegedly caused by the
release of hazardous substances or other pollutants into the environment. We generate materiasin the course of our
operations that may be regulated as hazardous substances under CERCLA.

We also generate solid and hazardous wastes that are subject to the requirements of the Resource Conservation
and Recovery Act, asamended (“RCRA"), and comparabl e state statutes. RCRA imposes strict requirements on the
generation, sorage, treatment, transportation and disposal of hazardous wastes. In the course of our operations we
generate petroleum hydrocarbon wastes and ordinary industrial wastes that may be regul ated as hazardous wastes
under RCRA.

We currently own or lease, and have in the past owned or leased, properties that have been used for numerous

yearsto explore and produce oil and natural gas. Although we have utilized operating and disposal practices that
were standard in the industry at the time, hydrocarbons and wastes may have been disposed of or released on or
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under the properties owned or leased by us or on or under the other locations where these hydrocarbons and wastes
have been taken for treatment or disposal. In addition, certain of these properties have been operated by third parties
whose treatment and disposal or release of hydrocarbons and wastes was not under our control. These properties and
wastes disposed thereon may be subject to CERCLA, RCRA and analogous state laws. Under these laws, we could
be required to remove or remediate previously disposed wastes (including wastes disposed of or released by prior
owners or operators), to clean up contaminated property (including contaminated groundwater) and to perform
remedial operationsto prevent future contamination.

Air emissions

The Clean Air Act, as amended, and comparable state laws and regulations restrict the emission of air pollutants
from many sources and a so impose various monitoring and reporting requirements. These laws and regul ations may
require usto obtain pre-approval for the construction or modification of certain projects or facilities expected to
produce or sgnificantly increase air emissions, obtain and strictly comply with stringent air permit requirements or
utilize specific equipment or technologies to control emissions. For instance, on July 1, 2011, the EPA promulgated
afinal FIP that implements federal NSR pre-construction air pollution control requirementsfor facilities emitting
pollutantsin Indian Country. The FIP establishes two rulesto protect air quality in Indian lands. Thefirst ruleisthe
Minor NSR rule, which applies to new and modified minor stationary sources and to minor modifications at existing
major sationary sources found on Indian lands. The second ruleisthe Non-Attainment Major NSR rule, which
applies to new and modified major stationary sourcesin areas of Indian lands that do not meet National Ambient Air
Quality Standards (“NAAQS") established by the EPA under the federal Clean Air Act. Under therules, a source
owner or operator will need to apply for a permit before building anew facility or expanding an existing one if the
facility increases emissions above applicable limits included in therules. The permitting authority, which may be
the EPA or atribe (should the tribe accept delegation of the federal program or devel op and implement an EPA-
approved Tribal Implementation Plan), will review the application and grant or deny the air emissions permits.
These permitswill undergo public notice and comment as part of the review process. With regard to our operations
upon the Reservation, promulgation of the FIP and establishment of the two permit programs will require us to
acquire air emissions permits prior to well construction, which could result in delays in siting and devel opment of
wells and increase the costs of development and production although, at this point, we do not expect these
requirements to be any more burdensome to us than to other similarly situated companies involved in oil and natural
gas exploration and production activities on Indian lands. Obtaining permits has the potential to delay the
development of oil and natural gas projects.

While we may be required to incur certain capital expendituresin the next few years for air pollution control
equipment or other air emissions-related issues, we do not believe that such requirements will have a material
adverse effect on our operations. For example, on July 28, 2011, the EPA proposed rules that would establish new
air emission controls for oil and natural gas production, including New Source Performance Standards to address
emissions of sulfur dioxide and volatile organic compounds (“VOCs’) and a separate set of emission standardsto
address hazardous air pollutants frequently associated with oil and natural gas production activities. The proposed
rules a so would establish specific new requirements regarding emissions from compressors, dehydrators, storage
tanks and other production equipment. The EPA must take final action on therules by April 3, 2012. Any such
requirements could increase the costs of development and production, though at this point, we do not expect these
requirements to be any more burdensome to us than to other similarly situated companies involved in oil and natural
gas exploration and production activities.

In addition, the EPA and severd other agencies are pursuing or planning to pursue monitoring studies to assess
elevated levels of wintertime ground-level ozone found in the recent past in the Uinta Basin, the results of which
studies could result in the adoption and implementation of restrictionsrelating to current or future oil and gas
development in the basin. Ambient concentrations of ground-level ozone were measured in the Uinta Basin between
January and March 2010 at levels in excess of the NAAQS of 75 parts per billion for an eight-hour average
established by the EPA in 2008. No final determination has been made for the occurrence of elevated
concentrations of ozone in the Uinta Basin during the wintertime but a contributing factor could be oil and gas
production in theregion. The EPA, Utah Department of Environmenta Quality, U.S. Fish & Wildlife Service and
the BLM, among other agencies, are pursuing or are planning to pursue, individually or collectively, long-term
wintertime monitoring for ozone and key “precursors’ to the chemical formation of ground-level ozone in the Uinta
Basin. Any imposition of federal, sate, regiona or local restrictionsrelating to oil and gas devel opment in the basin
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may result in increased costs to ingtall added air pollution control equipment and the possibility of partial or total
delays or bansin such developmental activitiesin certain areas of the basin.

Climate change

In December 2009, the EPA published its findings that emissions of carbon dioxide, methane and other
greenhouse gases (“GHGS") present a danger to public health and the environment. Based on these findings, the
EPA began adopting and implementing regul ations that restrict emissions of GHGs under existing provisions of the
federal Clean Air Act, including onethat requires areduction in emissions of GHGs from motor vehicles and
another which requires certain construction and operating permit reviews for GHG emissions from certain large
stationary sources. On May 12, 2010, the EPA aso issued anew “tailoring” rule, which makes certain large
stationary sources and modification projects subject to permitting requirements for GHG emissions under the Clean
Air Act. On September 22, 2009, the EPA issued afinal rule requiring thereporting of GHG emissions from
specified large GHG emission sources in the U.S. beginning in 2011 for emissions occurring in 2010. In addition, on
November 30, 2010, the EPA published a final rule that expandsits existing GHG emissionsreporting rule to
include certain owners and operators of onshore oil and natural gas production to monitor GHG emissions beginning
in 2011 and to report those emissions beginning in 2012. We are currently conducing monitoring of GHG emissions
from our operationsin accordance with the GHG emissions reporting rule but must eval uate the data from those
monitoring activities to determine whether we exceed the threshold level of GHG emissions triggering a reporting
obligation. To the extent we exceed the applicable regulatory threshold level, we will report the emissions
beginning in 2012. Also, Congress has from time to time considered legidation to reduce emissions of GHGs and
almost one-half of the states, either individually or through multi-state regiond initiatives, already have begun
implementing legal measures to reduce emissions of GHGs. The adoption and implementation of any regulations
imposing reporting obligations on, or limiting emissions of GHGs from, our equipment and operations could require
us to incur significant costs to reduce emissions of GHGs associated with operations or could adversely affect
demand for our production.

Water discharges

The Federal Water Pollution Control Act, as amended, or the Clean Water Act, and anal ogous state laws impose
restrictions and strict controlsregarding the discharge of pollutantsinto state waters and federal navigable waters.
Pursuant to the Clean Water Act and anal ogous state laws, permits must be obtained to discharge pollutantsinto
state waters or waters of the U.S. Any such discharge of pollutantsinto regulated waters must be performed in
accordance with the terms of the permit issued by the EPA or the analogous state agency. Spill prevention, control
and countermeasure requirements under federal law require appropriate containment berms and similar structures to
help prevent the contamination of navigable watersin the event of a petroleum hydrocarbon tank spill, rupture or
leak. In addition, the Clean Water Act and anal ogous state laws require individual permits or coverage under general
permitsfor discharges of storm water runoff from certain types of facilities.

The Qil Pollution Act of 1990, as amended, or the OPA, which amends the Clean Water Act, establishes strict
liability for owners and operators of facilities that are the site of arelease of oil into waters of the U.S. The OPA and
its associated regulations impose a variety of requirements on responsible parties related to the prevention of oil
spillsand liahility for damages resulting from such spills. A “responsible party” under the OPA includes owners and
operators of certain onshore facilities from which arelease may affect waters of the U.S.

Hydraulic Fracturing

Hydraulic fracturing is an important and common practice that is used to stimulate production of natura gas
and/or oil from dense subsurface rock formations. We anticipate that most, if not al, of the wells we plan to drill
will involve hydraulic fracturing of the producing formations. The hydraulic fracturing process involves the
injection of water, sand and chemicals under pressure into the formation to fracture the surrounding rock and
stimulate production. The hydraulic fracturing process is typically regulated by state oil and natural gas
commissions. However, the EPA recently asserted federal regulatory authority over certain hydraulic fracturing
activitiesinvolving diesel under the federal Safe Drinking Water Act and has begun the process of drafting guidance
documents related to this newly asserted regulatory authority. In addition, legislation has been introduced before
Congressto provide for federal regulation of hydraulic fracturing and to require disclosure of the chemicals used in
the hydraulic fracturing process. At the state level, some states have adopted and other states are considering
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adopting regulations that could restrict hydraulic fracturing in certain circumstances. We follow applicable industry
standard practices and legal requirements for groundwater protection in our hydraulic fracturing activities. In the
event that new or more stringent federal, state or local legal restrictions are adopted in areas where we operate, we
could incur potentially significant added costs to comply with such requirements, experience delays or curtailment
in the pursuit of exploration, development, or production activities, and perhaps even be precluded from the drilling
of wells.

In addition, there are certain governmental reviews either underway or being proposed that focus on
environmental aspects of hydraulic fracturing practices. The White House Council on Environmenta Quality is
coordinating an administration-wide review of hydraulic fracturing practices, and a committee of the United States
House of Representatives has conducted an investigation of hydraulic fracturing practices. Furthermore, a number
of federal agencies are analyzing, or have been requested to review, a variety of environmental issues associated
with hydraulic fracturing. The EPA has commenced a study of the potential environmental effects of hydraulic
fracturing on drinking water and groundwater, with initial results expected to be available by late 2012 and final
resultsby 2014. Moreover, the EPA recently announced on October 20, 2011 that it is also launching a study
regarding wastewater resulting from hydraulic fracturing activities and currently plansto propose standards by 2014
that such wastewater must meet before being transported to a treatment plant. In addition, the U.S. Department of
Energy is conducting an investigation of practices the agency could recommend to better protect the environment
from drilling using hydraulic fracturing completion methods. Also, the U.S. Department of the Interior is
considering disclosure requirements or other mandates for hydraulic fracturing on federal lands. Additionaly,
certain members of Congress have called upon the U.S. Government Accountability Office to investigate how
hydraulic fracturing might adversely affect water resources; the U.S. Securities & Exchange Commission to
investigate the natural gasindustry and any possi ble mideading of investors or the public regarding the economic
feasibility of pursuing natural gas depositsin shales by means of hydraulic fracturing; and the U.S. Energy
Information Adminigtration to provide a better understanding of that agency’ s estimates regarding natural gas
reserves, including reserves from shae formations, as well as uncertainties associated with those estimates. These
ongoing or proposed studies, depending on their degree of pursuit and any meaningful results obtained, could spur
initiatives to further regulate hydraulic fracturing under the federal Safe Drinking Water Act or other regulatory
mechanisms.

To our knowledge, there have not been any citations, suits or contamination of potable drinking water arising
from our fracturing operations. We do not have insurance paliciesin effect that are intended to provide coverage for
losses solely related to hydraulic fracturing operations; however, we believe our genera liability and excess liability
insurance policies would cover third party claims related to hydraulic fracturing operations and associated |egal
expenses in accordance with, and subject to, the terms of such policies.

Endangered Species Act

The federal Endangered Species Act, as amended, the ESA, restricts activities that may affect endangered and
threatened species or their habitats. While some of our facilities may be located in areas that are designated as
habitat for endangered or threatened species, we believe that we are in substantial compliance with the ESA. If
endangered species are located in an area where we wish to conduct seismic surveys, development activities or
abandonment operations, the work could be prohibited or delayed or expensive mitigation may be required.
Moreover, asaresult of a settlement approved by the U.S. District Court for the District of Columbia on September
9, 2011, the U.S. Fish and Wildlife Service isrequired to consider listing more than 250 species as endangered under
the Endangered Species Act. Under the September 9, 2011 settlement, the U.S. Fish and Wildlife Serviceis
required to begin issuing decisions with respect to the 250 candidate species by the end of 2011. The designation of
previously unprotected speciesin areas where we operate asthreatened or endangered could cause usto incur
increased costs arising from species protection measures or could result in limitations on our exploration and
production activitiesthat could have an adverse impact on our ability to develop and produce our reserves.

National Environmental Policy Act

Performance of oil and gas exploration and production activities on federal landsincluding Indian lands may be
subject to the National Environmental Policy Act (“NEPA”). NEPA requires federal agencies, including the BIA
and the BLM to evaluate major agency actions, such as the issuance of permitsthat have the potential to
significantly impact the environment. In the course of such evaluations, an agency will prepare an environmental
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assessment that assesses the potential direct, indirect and cumulative impacts of a proposed project and, if necessary,
will prepare amore detailed environmental impact statement that may be made available for public review and
comment. Our current and proposed exploration and production activities upon the Reservation or other federal
lands require governmental permitsthat are subject to the requirements of NEPA. Currently, the BIA is pursuing a
programmatic environmental assessment with respect to our planned drilling of approximately 500 wellsin the
Randlett project areaand also is pursuing an environmental assessment with respect to our planned 30-well
exploratory program in the Rocky Point project area. Completion of the Randlett and Rocky Point environmental
assessments are currently anticipated to occur by early 2013 and early 2012, respectively. Our devel opment of the
Randlett project area and exploration of the Rocky Point project area are subject to completion of these
environmental assessments and any delays in such completion could result in delaysin our exploration or production
programs. Also, depending on the mitigation strategies recommended in the environmental assessments, we could
incur added costs, which could be substantial.

Employee health and safety

We are subject to a number of federal and state laws and regulations, including the federal Occupational Safety
and Health Act, as amended the OSHA, and comparabl e state statutes, whose purpose is to protect the health and
safety of workers. In addition, the OSHA hazard communication standard, the EPA community right-to-know
regulations under Title 11 of the federal Superfund Amendment and Reauthorization Act and comparable state
statutes require that information be maintained concerning hazardous materials used or produced in our operations
and that this information be provided to employees, state and local government authorities and citizens. We believe
that we are in substantial compliance with all applicable laws and regulations rel ating to worker health and safety.

L egal Proceedings

Although we may, from time to time, be involved in litigation and claims arising out of our operationsin the
normal course of business, we are not currently a party to any material legal proceeding. In addition, we are not
aware of any material legal or governmental proceedings against us, or contemplated to be brought against us.

Employees

As of September 30, 2011, giving effect to our corporate reorganization, we employed 44 people, induding
three employees in geology, 14 in operations and engineering, eight in accounting and finance and five in land. Our
future success will depend partially on our ability to attract, retain and motivate qualified personnd. We are not a
party to any collective bargaining agreements and have not experienced any strikes or work stoppages. We consider
our relations with our employees to be satisfactory. From time to time we utilize the services of independent
contractors to perform various field and other services.

Offices

We currently lease 21,925 square feet of office space in Denver, Colorado at 1875 Lawrence Street, Suite 200,
where our principal offices are located. The lease for our Denver office expiresin July 2013. We also lease afield
office from the Tribe in Fort Duchesne, Utah, which is approximately 10,771 square feet of office, training and

storage space.
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MANAGEMENT
Director s, Executive Officersand Other Key Employees

The following table sets forth information regarding our directors and executive officers as of [e], 2011.

Name Age Title
Joseph N. Jaggers 58 President and Chief Executive Officer, Director
Gregory S. Hinds 48 Chief Operating Officer
Laurie A. Bales 39 Chief Financial Officer and Secretary
Todd R. Kastrom 54  VicePresident Land and Business Devel opment
Mark A. Shelby 51 General Counsel and Assistant Secretary
S. Wil VanLoh, J. 41 Director

The following table sets forth information regarding other key employees as of [e], 2011.

Name Age Title
Christopher M. Conley 54  VicePresident Midstream Operations and Facilities
Cameron J. Cuch 37  VicePresident Governmental Affairs and Corporate Devel opment
John Martin, Jr. 38  Treasurer
Andrew P. Sandage 34 Controller
Robert A. Gardner 43 Engineering Manager
Daniel J. Berberick 51 Manager, Geosciences
Rachel E. Garrison 45 Regulatory Manager
Michael A. Maser 62  AreaProduction Superintendent

Set forth below is the description of the backgrounds of our directors, executive officers and other key
employees.

Joseph N. Jaggershas served as President and Chief Executive Officer of Ute Energy since July 2010. Mr.
Jaggers began his career in the oil and gasindustry in 1981, when he joined Amoco Production Company
(“Amoco”) in Lake Charles, Louisiana. Mr. Jaggers worked for 19 years with Amoco and its successor, BP p.l.c.,
holding positions of increasing responsibility, including operations, engineering and executive assignments, in a
number of domestic and international locations. In July 2000, Mr. Jaggers joined Barrett Resources Corporation as
President and Chief Operating Officer and served in that capacity until Barrett Resources Corporation’s merger with
The Williams Companies, Inc. in 2001. Mr. Jaggers remained with The Williams Companies, Inc. as Regional Vice
President until 2006. Mr. Jaggers served as President, Chief Operating Officer and Director of Bill Barrett from
2006 until joining Ute Energy in July 2010. In October 2009, Mr. Jaggers was el ected into the Wildcatter Hall of
Fame for his distinguished work and contributions to the oil and gas industry by the Independent Producers
Association of the Mountain States. Mr. Jaggers graduated from the United States Military Academy at West Point
in 1975 with abachelor of sciences degree, after which he served his country for six years as a member of the
United States Army.

Gregory S. Hinds has served as our Chief Operating Officer since February 2011. Mr. Hinds served in various
capacities for Bill Barrett from June 2002 until February 2011, beginning as a geologist and ultimately serving as
Vice President for the Uinta Basin. While at Bill Barrett, Mr. Hinds managed the devel opment of both producing
and exploratory plays in the Uinta Basin and was credited with the Discovery of the Year for 2005 by Qil & Gas
Investor magazine. His prior experience includes work at Marathon Oil Corporation, Pennaco Energy, Inc. and
Barrett Resources Corporation. Mr. Hinds graduated from Louisiana State University in 1986 where he earned a
B.S. in geology. He earned an M.S. in geology from Texas A&M University in 1990.

Laurie A. Bales has served as our Chief Financial Officer since September 2010. Ms. Bales served as director
of corporate development at Mariner Energy Inc., which was acquired by Apache Corp., from March 2010 until
September 2010. From February 2009 until March 2010, Ms. Bales was a private investor with a focus on oil and
gas investments. From July 2001 to February 2009, Ms. Bales worked at Credit Suisse Securities as an investment
banker. While at Credit Suisse, Ms. Bales focused on securities offerings and mergers and acquisitions dealing
primarily in the energy space, specifically oil and gas. Ms. Bales began her tenure in 2001 as an associate, was

93



promoted to vice president in 2005 and ultimately served as director beginning in 2008 until she |eft the firm in
2009. Her prior experience includes public accounting with Price Waterhouse LLP, including audit clientsin the
energy industry. Ms. Bales earned her B.S. in economics from The Wharton School at the University of
Pennsylvaniain May 1994 and her M.B.A. in finance from The Wharton Schooal at the University of Pennsylvaniain
May 2001. Ms. Balesisalicensed C.P.A. in the State of Texas.

Todd R. Kalstrom has served asthe Vice President of Land and Business Development of Ute Energy since
August 2010. He previously worked for Elk Resources, Inc. as Vice President of Land and Negotiations during its
initial asset acquisition period in 2005, Orion Energy Partners as Land Manager from September 2005 until its
successful termination and sale of assets in November of 2009 and Axia Energy, LLC as Vice President of Land
from November of 2009 to August 2010. Mr. Kalstrom has over 32 years of industry experience focused on onshore
U.S. domestic exploration projects with the last seven years being focused on small private equity firms. Following
graduation from the University of Colorado where he earned a B.S. in Minerals Land Management in 1979, Mr.
Kalstrom was employed by Marathon Oil Company from 1979 to 1982 and The Anschutz Corporation from 1982 to
2004, leaving as Director of Land and Business Development for Anschutz Exploration Corporation in December
2004. Mr. Kalstrom isan active member in both the Denver Association of Petroleum Landmen and in the Rocky
Mountain Mineral Law Foundation.

Mark A. Shelby has served as our general counsel and assistant secretary since May 2011. Mr. Shelby was of
counsel with the energy law firm of Beatty & Wozniak, P.C. from June 2010 until hel&ft to join Ute Energy. From
April 2006 until June 2010, Mr. Shelby was an oil and gas lawyer with the law firm of Patton & BoggsLLP. He has
prior in-house legal experience with Qwest Communications International and The Williams Companies, Inc.,
where he began hislegal career in 1992 and worked for over ten years. Mr. Shelby has focused his career on oil and
gas matters and corporate law and has represented numerous international and domestic exploration and production
and midstream operators, including operatorsin the Uinta Basin. Mr. Shelby earned hisB.S.B.A. in accounting in
1982 and his M..S. in accounting in 1984 from Oklahoma State University, hisjuris doctor in 1991 from The
University of Tulsa College of Law and his master of laws in taxation from Emory University School of Law in
1992. Mr. Shelby is an admitted member of the state bar in each of Colorado, New Y ork and Oklahoma.

S. Wil VanLoh, Jr. isamember of the board of directors. Mr. VanLoh is the President and Chief Executive
Officer of Quantum Energy Partners, which he co-founded in 1998. Quantum Energy Partners manages a family of
energy-focused private equity funds, with more than $6.5 billion of capital under management. Mr. VanLoh is
responsible for the leadership and overall management of the firm. Additionally, he leads the firm’sinvestment
strategy and capital allocation process, working closaly with the investment team to ensureits appropriate
implementation and execution. He oversees all investment activities, including origination, due diligence,
transaction structuring and execution, portfolio company monitoring and support and transaction exits. Prior to co-
founding Quantum Energy Partners, Mr. VanLoh co-founded Windrock Capital, Ltd., an energy investment banking
firm specializing in providing merger, acquisition and divestiture advice to and raising private equity for energy
companies. Prior to co-founding Windrock in 1994, Mr. VanLoh worked in the energy investment banking groups
of Kidder, Peabody & Co. and NationsBank Corp. Mr. VanLoh currently serves on the boards of a number of
portfolio companies of Quantum Energy Partners, all of which are private energy companies. Mr. VanLoh also
serves on the board of the general partner of QR Energy, LP. Mr. VanLoh served on the board of directors of the
general partner of Legacy Reserves LP from itsfounding to August 1, 2007 and was al so involved in the founding of
Linn Energy, LLC. Mr. VanLoh has served as a board member and Treasurer of the Houston Producer’ s Forum and
on the Finance Committee of the Independent Petroleum Association of America (“1PAA”). We believe that Mr.
VanLoh’'s extensive experience, both from investing in the energy industry since 1998 and serving as director for
numerous private energy companies, brings important and valuable skills to the board of directors.

Chris M. Conley has served as our Vice President of Midstream Operations and Facilities since September
2010. Mr. Conley served as Manager of Gathering and Facilities for Berry Petroleum Company from [month] 2005
to [month] 2010, where he managed midstream business devel opment, engineering and operational support. Mr.
Conley’ s prior experience includes work at Wilbanks Resources Corporation, Conley Engineering, Inc., Bear Paw
Energy LLC and KN Energy Inc. Mr. Conley graduated from Oklahoma State University in 1979 where he earned a
B.S. in mechanical engineering. Mr. Conley is a Registered Professional Engineer in the State of Colorado.
Additionaly, Mr. Conley has been elected to serve as the upcoming 2012 President of the Gas Processors
Association, Rocky Mountain Chapter.
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Cameron J. Cuch has served as our Vice President of Governmental Affairs and Corporate Devel opment since
February 2011. Mr. Cuch joined Ute Energy upon itsinception in 2005 and held positions of increasing
responsibility, including Business Analyst and General Manager, until being named Vice President of Governmental
Affairsand Corporate Development in February 2011. Prior to joining Ute Energy, Mr. Cuch was employed by the
Ute Indian Tribe as Director of the Ute Tribe Education Department and Chief Administrative Officer for the
Tribe' s state licensed charter high school for four years. Mr. Cuch also served on the Board of Directors of the
National Indian Education Association from 2004 through 2007. Mr. Cuch is an enrolled member of the Ute Indian
Tribe of the Uintah & Ouray Reservation, Utah and has Wampanoag descent from Martha' s Vineyard,
Massachusetts. Mr. Cuch has experience with both the business aspects of the devel opment of Indian natural
resources and the statutory and regulatory requirements applicable to such development. Mr. Cuch has over 13 years
of experience working with Indian tribal governments and over six years of industry experience developing Indian
natural resources. Mr. Cuch earned a B.A. in palitical science from the University of Massachusettsin 1996 and a
master’ s degree in education from the University of Utah in 1999.

John Martin, Jr. has served as our Treasurer snce January 2011 and previously as our Controller from August
2007 through December 2010. Mr. Martin started with us as an accountant in November 2006. Prior to working
with Ute Energy, Mr. Martin worked for GHP Horwath LLC (“GHP”) from 2002 to 2006. While at GHP, Mr.
Martin worked in litigation support and assurance services, concentrating on the cal culation of economic damages
and business valuation. Mr. Martin graduated from Fort Lewis College where he earned a B.A. in Accounting and
B.A. in Financein 2001. Prior to college, Mr. Martin worked for the Ute Indian Tribe as a saff accountant from
1992 until he was promoted to Assistant Controller in 1996. He served as Assistant Controller from 1996 to 1998
before attending college full time.

Andrew P. Sandage has served as our Controller since December 2010. Mr. Sandage served as Consulting
Manager for Opportune LLP (“Opportune’) from December 2008 to December 2010. While at Opportune, Mr.
Sandage worked with various clientsin the energy industry on SEC compliance issues, the restructuring of an
exploration and production company and various complex financia reporting and due diligence issues. Mr. Sandage
worked at Cimarex Energy Co. (“Cimarex”) from March 2006 to October 2008 as Internal Audit Manager, where he
managed the creation and devel opment of Cimarex’ sinterna audit department and compliance with Sarbanes-
Oxley. Mr. Sandage was a Manager at Deloitte & Touche LLP prior to joining Cimarex and served several public
exploration and production clients. Mr. Sandage graduated from the University of Northern Colorado in 2000 where
he earned aB.S. in business administration with an emphasisin accounting. Mr. Sandageisalicensed C.P.A. inthe
state of Colorado.

Robert A. Gardner has served as our Engineering Manager since December, 2010. Prior to joining Ute Energy,
Mr. Gardner served as an Engineering Advisor for Rosetta Resources Inc. from July 2009 to December 2010, where
he had responsibility for drilling and recompletion programsin the Sacramento Basin. From October 2007 to July
2009, Mr. Gardner served as Vice President — Engineering for Samson Oil and Gas USA, Inc (“Samson™). While at
Samson, he had direct responsibility for reserve assets and operational oversight for the drilling, completion and
production of Samson operated well projects. Mr. Gardner’s prior experience a so includes work served as Gulf
Coast Business Manager for Aspect Energy, LLC from April 2004 to October 2007. Mr. Gardner received aB.S. in
Mechanical Engineering from Colorado State University in 1992, aM.S. in Mechanical Engineering from the
University of Colorado in 1996 and an M.B.A. with emphasis in Finance from the University of Denver in 1998.

Daniel J. Berberick has served as our Manager, Geosciences since May 2011. Mr. Berberick’ s responsibilities
at Ute Energy include development, operations, and acquisition and divestment geoscience. Prior to joining Ute
Energy, Mr. Berberick worked for Bill Barrett for over seven yearsin several capacities. Most recently, Mr.
Berberick was Project Team Lead, Geology and Geophysics from February 2010 to May 2011, where he conducted
the exploration and development of the emerging Niobrara play in the Denver Basin. From January 2008 to May
2011, he conducted exploration and development of the emerging shale play in the Paradox Basin of Colorado and
Utah. Mr. Berberick also worked on the exploration of leaseholds acquired by Bill Barrett from January 2007 to
May 2011. His prior experience includes work at Barrett Resources Corporation for six years and The Williams
Companies, Inc. for two years. Mr. Berberick received a B.S. in Geophysical Engineering from Colorado School of
Minesin 1983 and an M.S. in Radiological Physics from the University of Colorado, Health Sciences Center in
1992.
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Rachel E. Garrison has served as our Regulatory Manager since October 2010. Prior to joining Ute Energy,
Ms. Garrison worked with Noble Energy, Inc. (“Nobl€’) asa National Environmental Policy Act (“NEPA”) and
Regulatory Contractor from May 2010 to October 2010. While at Noble, Ms. Garrison provided NEPA and
regulatory support for their Colorado and Wyoming asset teams. Ms. Garrison’s prior experience a so includes work
as Sr. NEPA Project Manager for SWCA Environmental Consultants (“SWCA”) from September 2008 to April
2010. At SWCA, Ms. Garrison managed multiple energy development NEPA documents across the Rocky
Mountain region, client and regulatory agency relations, budget and an environmental staff. Ms. Garrison also
worked as a Regulatory Analyst at The Williams Companies, Inc. from 2004 to September 2008, where she
managed all aspects of planning, NEPA and regulatory components for their Colorado asset team. Ms. Garrison
earned aB.A. in political science from Denver Metropolitan State University in 2009. SheasohasaGIS
Certificate from the University of Colorado at Denver.

Michaedl A. Maser has served as our Area Production Superintendent since September 2010. Mr. Maser has 32
years of experience in the oil and gasindustry, most recently with Baker Energy (“Baker”), where he served as a
Consultant Project Manager from August 2007 to January 2010. While at Baker, Mr. Maser assisted with process
improvement and operations and maintenance activities. Mr. Maser was retired from 2004 to August 2007, before
joining Baker. From 2002 to 2004, Mr. Maser worked for BP p.l.c.’s Prudhoe Bay Maintenance Strategy Team in
Alaska and was an Integral Team Member in devel oping a maintenance strategy for the Prudhoe Bay Field. His
prior experience also includes work at Amoco Corporation and Halliburton Company.

Board of Directors

Our board of directors currently consists of two members, including Joseph N. Jaggers, our President and Chief
Executive Officer, and S. Wil VanLoh, X., adesignee of Quantum. We expect to increase the number of members
on our board of directorsin connection with the completion of this offering.

We intend to appoint independent directors to our board of directors contemporaneously with and following the
completion of this offering. We also expect that our board will review the independence of our current directors
using the independence standards of the NY SE.

In evaluating director candidates, we will assess whether a candidate possesses the integrity, judgment,
knowledge, experience, skillsand expertise that are likely to enhance the board's ability to manage and direct the
affairs and business of the company, including, when applicable, to enhance the ability of committees of the board to
fulfill their duties.

Following the completion of this offering, our directors will be divided into three classes serving staggered
three-year terms. Class |, Class Il and Class 111 directors will serve until our annual meetings of stockholdersin
2013, 2014 and 2015, respectively. [NTD: discuss classified board structure] At each annual meeting of
stockholders held after theinitial classification, directors will be elected to succeed the class of directors whose
terms have expired. This classification of our board of directors could have the effect of increasing the length of
time necessary to change the composition of a majority of the board of directors. In general, at least two annual
meetings of stockholderswill be necessary for stockholdersto effect a changein a majority of the members of the
board of directors.

Committees of the Board of Directors

Upon the conclusion of this offering, we intend to have an audit committee, compensation committee and
nominating and governance committee of our board of directors, and may have such other committees as the board
of directors shall determine from time to time. Each of the standing committees of the board of directorswill have
the composition and responsibilities described bel ow.

Audit Committee

We will establish an audit committee prior to completion of this offering. We anticipate that the audit
committee will consist of three directors, each of whom will be independent under therules of the SEC. SEC rules
also require that a public company disclose whether or not its audit committee has an “audit committee financia
expert” asamember. An “audit committee financial expert” is defined as a person who, based on his or her
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experience, possesses the attributes outlined in such rules. We anticipate that at |east one of our independent
directors will satisfy the definition of “audit committee financial expert.”

This committee will oversee, review, act on and report on various auditing and accounting mattersto our board
of directors, including: the selection of our independent accountants, the scope of our annual audits, feesto be paid
to the independent accountants, the performance of our independent accountants and our accounting practices. In
addition, the Audit Committee will oversee our compliance programsrelating to legal and regulatory requirements.
We have adopted an Audit Committee charter defining the committee' s primary duties in amanner consistent with
therules of the SEC and NY SE or market standards.

Compensation Committee

We will establish a compensation committee prior to completion of this offering. We anticipate that the
compensation committee will consist of three directors, each of whom will be “independent” under the rules of the
SEC. This committee will establish salaries, incentives and other forms of compensation for officers and other
employees. Our compensation committee will also administer our incentive compensation and benefit plans. Upon
formation of the compensation committee, we expect to adopt a compensation committee charter defining the
committee's primary duties in a manner consistent with therules of the SEC and NY SE or market standards.

Nominating and Governance Committee

We will establish a nominating and corporate governance committee shortly after completion of this offering.
We anticipate that the nominating and corporate governance committee will consist of three directors. This
committee will identify, evaluate and recommend qualified nominees to serve on our board of directors, develop and
oversee our internal corporate governance processes and maintain a management succession plan. Upon formation
of the nominating and corporate governance committee, we expect to adopt a nominating and corporate governance
committee charter defining the committee’ s primary duties in a manner consistent with therules of the SEC and
NY SE or market standards.

Compensation Committee Interlocksand Insider Participation

None of our officers or employees will be members of the compensation committee. None of our executive
officers serve on the board of directors or compensation committee of a company that has an executive officer that
serves on our board or compensation committee. No member of our board is an executive officer of a company in
which one of our executive officers serves as amember of the board of directors or compensation committee of that
company.

To the extent any members of our compensation committee and affiliates of theirs have participated in
transactions with us, a description of those transactionsis described in “Certain Relationships and Related Party
Transactions.”

Code of Business Conduct and Ethics

Our board of directorswill adopt a code of business conduct and ethics applicable to our employees, directors
and officers, in accordance with applicable U.S. federa securities|aws and the corporate governance rules of the
NY SE. Any waiver of this code may be made only by our board of directors and will be promptly disclosed as
required by applicable U.S. federal securities laws and the corporate governance rules of the NY SE.

Cor por ate Gover nance Guidelines

Our board of directors will adopt corporate governance guidelines in accordance with the corporate governance
rules of the NY SE.
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EXECUTIVE COMPENSATION AND OTHER INFORMATION
Overview of Executive Compensation

As a private company, our compensation arrangements with our executive officers have been determined on an
individual basis, generally based on negotiations between the individua and our chief executive officer (our
“CEQ”). Our CEO's compensation arrangements were determined based on direct negotiations with Quantum, our
private equity sponsor and significant equity owner. All of our executive officers have been employed by Ute
Energy Management LLC, asubsidiary of Ute Energy LLC, and many of our executive officers have entered into
employment agreements which we are evaluating in connection with this offering.

Historically, our executive officers have performed services for Ute Energy LLC and its subsidiaries.
Consequently, the compensation payable to our executive officers has been attributable to services performed for
both Ute Energy Upstream Holdings LLC and Ute Energy Midstream Holdings LLC (and its subsidiaries). In
connection with this offering, all employees performing services on our behalf will be transferred to and employed
directly by Ute Energy Corporation.

We have begun the process of analyzing our executive compensation program with the goal of modifying it to
be more suitable for a public company. Going forward, we believe that our executive compensation program will
help us attract, motivate and retain key executives and reward executives for creating and increasing the value of our
company. To aid in this process, we engaged Longnecker & Associates (“Longnecker”), anationally recognized
compensation consulting firm with experience in assisting similar companiesthat own and operate upstream oil and
natural gas assets. We are working with Longnecker to refine our executive compensation to ensure (i) that our total
executive compensation is in line with executive compensation within our peer group and (ii) that our overall
compensation aligns our executives interests with those of our equity holders by tying a meaningful portion of each
executive' s cash and equity compensation to the achievement of performance targets and by including time-based
vesting requirementsin our long-term equity grants. The process of modifying our executive compensation policies
and practicesisin itsinception, but we anticipate receiving recommendations from Longnecker by year end 2011
that will be implemented in connection with this offering.

We have not historically had aforma compensation committee. In connection with, and prior to, this offering
our board of directorswill form a compensation committee composed of independent directors. We anticipate that
upon formation the compensation committee our independent directors will begin working directly with Longnecker
and all final decisions with regard to the compensation program that will be enacted in connection with this offering
will be made by our compensation committee.

Goals of the Compensation Program

We are focused on establishing an executive compensation program that isintended to attract, motivate, and
retain key executives and to reward executives for creating and increasing the value of our company. In meeting
those objectives, we intend to work closaly with Longnecker to identify an appropriate peer group of similarly
situated U.S.-based oil and natural gas exploration and production companies and to identify appropriate
comparative performance factorsin order to establish a competitive compensation program.

In 2010 and 2011, however, with respect to our executive officers who were party to employment agreements,
our executive compensation program was dictated by the terms of the executives employment agreements. Asis
described in greater detail below, a significant portion of our historic compensation has been payable through long
term equity awards the value of which is dependent upon an increase in the value of (and distributions upon the
liquidation of) Ute Energy LLC.

Components of Our Executive Compensation Program

The employment agreements that we have entered into with many of our executive officers have substantially
the same terms and provide for three principal e ements of compensation: base salary, cash bonuses and equity. We
believe this mix of compensation appropriately aligns our executives compensation with our short term and long
term goas. The employment agreements govern essentially all terms of compensation, including the equity-based
compensation awards that the executives have received. While we fedl that these agreements have historically been
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beneficial to both the executive and the company, the agreements are being evaluated in connection with this
offering.

Below is adescription of each of the principal e ements of our current compensation program and our current
view on these e ements going forward. We recognize that in connection with the formation of our compensation
committee, the goal s themselves and the methods of implementing those goals may change.

Base Salary

2010 and 2011. Each executive officer’ s base salary is afixed component of compensation for each year,
adjusted for the level of performance achieved. As described above, our executive officers’ base salaries were
originally set pursuant to negotiations with our CEO (or, in the case of our CEO, negotiations with Quantum), based
on the knowledge and experience of our CEO and Quantum of prevailing salaries within the industry.

2012 and going forward. For 2012 and subsequent years, we anticipate we will analyze the appropriateness of
all of our executive officers’ base salariesin light of the base salaries of the peer group we identify with the
assistance of Longnecker, both on a standal one basis and as a component of total compensation. In the future, we
expect to review base salaries on an annual basisto determine if the company’ s financial and operational
performance and the executive officer’s persona performance (both individually and as aleader of hisrespective
team) support any adjustment to base salary.

Cash Bonus

2010 and 2011. Many of our executive officers are party to an employment agreement that sets a bonus
potential expressed as a percentage of base salary. The board of managers of Ute Energy LLC generaly establishes
an aggregate cash bonus pool as part of our annual budget. Our CEO has historically had discretion to allocate these
amounts for each of our executive officers and other eligible employees based upon individual performance. Our
CEO’sannual bonus has been determined in consultation with certain members of the board of managers of Ute
Energy LLC. No objective targets have historically been established or communicated to executive officers.

2012 and going forward. For 2012 and subsequent years, we intend to continue to provide annual incentive cash
bonuses to reward achievement of financial or operationa goals so that total compensation more accurately reflects
actual company and individual performance. We expect that our compensation committee will establish appropriate
goals to be used in determining cash bonuses that will align our executive officers compensation with the
performance of the company as awhole. The goalswill be established in connection with the review of the data to
be provided by L ongnecker.

Long-Term Incentives

We have higorically offered long-term incentives to our executive officers through grants of Management
Incentive Unitsin Ute Energy LLC. The Management Incentive Units are intended to create incentives for the
management team to reach areturn hurdle, defined as the return of aggregate capital contributions plus a preferred
rate on those capital contributions. The Management Incentive Unitsrepresent an interest in the future profits of Ute
Energy LLC and are intended to be treated as “profits interests’ for federa income tax purposes. They are subject to
time-vesting requirements. In addition to tax distributions on the Management Incentive Units, which are paid if
those holders are allocated taxable income in any quarter and are cal culated based on a predetermined formula, after
the other equity holders of Ute Energy LLC have received distributions equal to the capital contributed by such
holders plus an annual interna rate of return equal to 8%, the Management Incentive Units participatein a
percentage of the total distributionsto al equity holders.

As part of our reorganization in connection with this offering, we expect that the Management Incentive Units
will be converted into long term equity awards of Ute Energy Corporation. To create incentives for our executive
officers to continue to grow our company, we are in the process of evaluating aformal long-term incentive plan that
will be adopted in connection with the conversion of the Management Incentive Units. We intend to adopt the
formal plan in connection with the completion of this offering. We believe that having an equity component to our
compensation program is vital to align our executive officers interests with our equity holders' interests through
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shared ownership. Longnecker will help us design the long-term incentive plan by providing a survey of the main
components of long-term incentive plansfor similarly-situated public companies.

Impact of Financial Reporting and Tax Accounting Rules

Historically, we have not been required to recognize any compensation cost relating to the Management
Incentive Units. Going forward, we will recognize compensation costs relating to any share-based payments, which
will be measured based on the fair value of the equity issued after taking into account any vesting requirements or
forfeiture obligations. We anticipate that recognition of this compensation cost will result from equity grants under
any long-term incentive plan and that the fair market value of these awards will be based on the closing price of our
common stock as reported by the NY SE.

Section 162(m) of the Internal Revenue Code of 1986, as amended, limits the deductibility of certain
compensation expenses in excess of $1,000,000 to any one individua in any fiscal year. Compensation that is
“performance based” isexcluded from this limitation. For compensation to be “ performance based,” it must meet
certain criteria, including predetermined objective standards approved by a compensation committee. We believe
that maintaining the discretion to eval uate the performance of our executive officersis an important part of our
responsibilities and benefits our public stockholders, but it could potentially fail to meet the predetermined objective
standards requirement. Regardless, section 162(m) provides that certain compensation will not be subject to the
deduction limitations of section 162(m) for a trangtion period following an initial public offering. We anticipate
that our annual bonuses and certain awards of equity compensation will satisfy the requirements of this exception
during the transition period.

Severance Benefits

We maintain employment agreements with many of our executive officers with limited severance protections.
Specifically, our executive officers who are party to an employment agreement are entitled to receive salary
continuation for a period of one year following their termination without “cause”. We believe that severance
protection provisions create important retention tools for us, as post-termination payments allow employees to leave
our employment with value in the event of certain terminations of employment that were beyond their control. Post-
termination payments allow management to focus their attention and energy on making the best objective business
decisionsthat arein our interest without allowing persona considerationsto cloud the decision-making process.
Further, because the severance provided is only one year of salary continuation, our executive officers are not
provided with an economic windfall upon termination. In addition, the employment agreements preclude the
executives from soliciting employees or competing with us for a period of 12 months following termination. In
connection with the review performed by L ongnecker we intend to eval uate the empl oyment agreements and
severance provided to ensure the agreementswill meet our requirements as a public company.

Other Compensation Elements

We offer participation in broad-based retirement, health and welfare plansto all of our employees. We
currently maintain a plan intended to provide benefits under section 401(k) of the Internal Revenue Code of 1986, as
amended, where employees are allowed to contribute portions of their base compensation into a retirement account.
We provide a matching contribution in amounts up to 6% of the employees eligible compensation.

We do not generally provide perquisites to our executive officers.
Risk Assessment

The board of managers of Ute Energy LLC hasreviewed our compensation policies as generally applicable to
our employees and believes that our policies do not encourage excessive and unnecessary risk-taking and that the
level of risk that they do encourage is not reasonably likely to have a material adverse effect on us due to the
discretionary nature of the annual bonus plan. Further, our historic long term equity awards are subject to a lengthy
vesting schedule and distributions, if any, are made only to the extent distributions are made to equity holders
generally.
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Because our compensation philosophy appliesto all of our employees and istied to base salary, annual bonus
and long-term equity-based award as the sole components and because the annual bonuses are fixed at a maximum
amount each year, our historic compensation program encourages growth without taking material undue risks.

EXECUTIVE COMPENSATION

Summary Compensation Table

The table below sets forth the annual compensation earned during the 2010 fiscal year by our “named executive
officers’ as of December 31, 2010:

Changein Pension

Value and
Non-Equity Nonqualified
Stock Option Incentive Plan Deferred All Other
Year Salary Bonus Awards Awards Compensation Compensation Compensation Total
Name and Principal Position (a) (b) 3 ($)(d) OIC] O ($)(9) Earnings (4)(h) @) $)G)
Principal executive officer ......... 2010
Principal financia officer ......... 2010
Additional executive officer 1.... 2010
Additional executive officer 2.... 2010
Additional executive officer 3.... 2010
Grantsof Plan-Based Awardsfor the 2010 Fiscal Year
All Other All Other Grant
Stock Option Exercise Date Fair
Awards: Awards: or Based Value of
Estimated Future Payouts Under Estimated Future Payouts Under Number of Number of Price of Stock and
Grant Non-Equity Incentive Plan Awards Equity Incentive Plan Awards Shares of Securities Options Option
Date  Threshold Target Maximum Threshold Target Maximum  Stock or Underlying Awards Awards
Name (a) (b) ®)(© ($)(@) (©IC) @) #Q) (#(h)  Units@#)(i) Options(#)([)  ($/Sh)(k) ®0
Principa executive officer ........
Principa financial officer .........
Additiond executive officer 1...
Additiond executive officer 2...
Additiond executive officer 3...
Outstanding Equity Awar ds at 2010 Fiscal Year-End
The following table provides information on the current stock option and stock award holdings by the named
executive officers.
Option Awards Stock Awards
Equity Incentive Equity Incentive
Plan Awards: Equity Incentive Plan Awards:
Number of Number of Number of Plan Awards: Market or
Securities Securities Securities Number of Number of Payout Value of
Underlying Underlying Underlying Shares or Market Value Unear ned Unear ned
Unexer cised Unexer cised Unexer cised Option Units of Stock of Shares or Shares, Units or Shares, Units or
Options (#) Options (#) Unear ned Exercise Option That Have Units of Stock Other Rights Other Rights
Exercisable Unexer cisable Options Price Expiration Not Vested That Have Not That Have not That Have Not
Name (a) (b) © (#)(d) ) Date (f) (@) Vested ($)(h) Vested (#)(i) Vested ($)()

Principal executive officer .............
Principal financia officer ....
Additional executive officer 1.
Additional executive officer 2.
Additional executive officer 3........

Option Exercisesand Stock Vested in the 2010 Fiscal Y ear

The following table provides information, on an aggregate basis, about stock optionsthat were exercised and
stock awardsthat vested during the fiscal year ended December 31, 2010 for each of the named executive officers.

Option Awards Stock Awar ds
Number of Value Number of Value
Name (a) Shares Realized on Share Realized on
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Acquired on Exercise Acquired on Vesting
Exercise $)(©) Vesting $)(e
#(b) (#)(d)
Principa executive offiCer ........cccooevviivieneeeseee e
Principa financial offiCer........coocviieriieeseeeeee e
Additional executive officer L.......ccovovieerieiniereee e
Additional executive OffiCer 2.......ccvovovierieieieereee e
Additional executive offiCer 3.......ccvovovierieie e

Pension Benefits

We have not, and do not currently maintain a defined benefit pension plan.
Nonqualified Deferred Compensation

We have not, and do not currently maintain a nonqualified deferred compensation plan.
Potential Payments upon Termination or a Changein Control

Many of our executive officers are party to an employment agreement with limited severance protections.
Specifically, such executive officers who are terminated without “cause” receive salary continuation for a period of
oneyear. In addition, the employment agreements preclude the executives from soliciting employees or competing
with usfor a period of 12 monthsfollowing termination. We do not provide any additional benefits upon a*“Change
in Control”, and the employment agreements with our executive officers do not provide for enhanced severance
following a“Changein Control”. However, as described above, we are in the process of evaluating the employment
agreements in connection with this offering.

Director Compensation

We did not award any compensation to our non-employee directors during 2010 or to date during 2011. Going
forward, we believe that attracting and retaining qualified non-employee directors will be critical to the future value
of our growth and governance. We aso believe that the compensation package for our non-employee directors
should require that a portion of the total compensation package be equity-based to align the interests of these
directors with our equity holders.

We will be reviewing with Longnecker the non-employee director compensation paid by our peersin
establishing the appropriate mix and amount of compensation payable to our non-employee directorsin the future.

We anticipate that directors who are also our employees will not receive any additional compensation for their
service on the board of directors.

102



CERTAIN RELATIONSHIPS AND RELATED PARTY TRANSACTIONS

Since January 1, 2010, other than as described bel ow there has not been, nor isthere currently proposed, any
transaction or series of similar transactions to which we were or are a party in which the amount involved exceeded
or exceeds $120,000 and in which any of our directors, executive officers, holders of more than 5% of any class of
our voting securities, or any member of the immediate family of any of the foregoing persons, had or will have a
direct or indirect material interest, other than compensation arrangements with directors and executive officers,
which are described in “ Executive Compensation and Other Information,” and the transactions described or referred
to bel ow.

We lease our current Utah field office from the Tribe for $6,000 per month. We entered into the lease with them
in November 2011, and the lease expires in November 2016. The aggregate amount of all payments due to the Tribe
through the term of the lease is $0.4 million.

Since January 1, 2010, we have made royalty payments as an operator of $0.9 to the Tribe.
Proceduresfor Approval of Related Person Transactions

A “Related Party Transaction” is atransaction, arrangement or relationship in which we or any of our
subsidiaries was, is or will be a participant, the amount of which involved exceeds $120,000, and in which any
related person had, has or will have adirect or indirect material interest. A “Related Person” means:

any person who is, or at any time during the applicable period was, one of our executive officers or one of
our directors,

any person who is known by us to be the beneficial owner of more than 5.0% of our common stock;

any immediate family member of any of the foregoing persons, which means any child, stepchild, parent,
stepparent, spouse, sibling, mother-in-law, father-in-law, son-in-law, daughter-in-law, brother-in-law or
sister-in-law of a director, executive officer or a beneficial owner of more than 5.0% of our common stock,
and any person (other than atenant or employee) sharing the household of such director, executive officer
or beneficial owner of more than 5.0% of our common stock; and

any firm, corporation or other entity in which any of the foregoing personsisa partner or principal or in a
similar position or in which such person has a 10.0% or greater beneficial ownership interest.

Our board of directors will adopt a written related party transactions policy prior to the completion of this
offering. Pursuant to this policy, the Audit Committee will review all material facts of all Related Party Transactions
and either approve or disapprove entry into the Related Party Transaction, subject to certain limited exceptions. In
determining whether to approve or disapprove entry into a Related Party Transaction, the Audit Committee shall
take into account, among other factors, the following: (1) whether the Related Party Transaction ison termsno less
favorable than terms generally available to an unaffiliated third-party under the same or similar circumstances and
(2) the extent of the Related Person’ sinterest in the transaction. Further, the policy requires that all Related Party
Transactionsrequired to be disclosed in our filings with the SEC be so disclosed in accordance with applicable laws,
rules and regulations.
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PRINCIPAL AND SELLING STOCKHOLDERS

The following table sets forth information with respect to the beneficial ownership of our common stock as of
December [e], 2011 after giving effect to our corporate reorganization by:

each of our named executive officers,

each of our directors,

all of our directors and executive officers as a group;
the sdlling stockholders; and

each stockholder known by us to be the beneficial owner of more than 5% of our outstanding shares of
common stock.

Except as otherwise indicated, the person or entitieslisted below have sole voting and investment power with
respect to al shares of our common stock beneficially owned by them, except to the extent this power may be shared
with aspouse. All information with respect to beneficial ownership has been furnished by the respective directors,
officers or 5% or more stockholders, as the case may be.

Shares Beneficially Owned Shares Beneficially Owned
Prior to the Offering Shares Being After the Offering
Name of Beneficial Owner (1) Number Per centage Offered Number Per centage
Selling Stockholder sand 5%
Stockholders:
Ute Energy HoldingSLLC .......ccocviievveinnens
QEPULELLC....cciiie e

QR UtePartners .......ccccceevvveeeciieeecceee e,
Directors and Executive Officers:
N 0SS o a TNV =T o= S
Gregory S. HiNdS.......cooovevvieeieer e
Laurie A. BalES....cccocveeeeeieee e
Todd R. KalStrom.......cccouvveeeveecieieee e,
Mark A. Shelby ......cooovieiiiecee e
S Wil VanLoh, Jr....eeeeeeeeeieeieeeeeeeeieeeeeeee
All directors and executive officers asa
group (SIX PErSONS) ..veeeeeerereereeeneeaeeeneenns

(1) Theaddress of Ute Energy Holdings LLC is[e]. The address of each of Joseph N. Jaggers, Gregory S. Hinds, Laurie A.
Bales, Todd R. Kalstrom and Mark A. Shelby is 1875 Lawrence Street, Suite 200, Denver, Colorado 80202. The address of
of QEP UteLLC and S. Wil VanLoh, Jr. is5 Houston Center, 1401 McKinney Street, Suite 2700, Houston, Texas 77010
and the address of QR Ute Partnersis 5 Houston Center, 1401 McKinney Street, Suite 2400, Houston, Texas 77010.
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DESCRIPTION OF CAPITAL STOCK

Upon completion of this offering, the authorized capital stock of Ute Energy Corporation will consig of
shares of common stock, $[e] par value per share, of which  shareswill beissued and outstanding, and ~ shares
of preferred stock, $[e] par value per share, of which no shares will beissued and outstanding.

We will adopt a certificate of incorporation and bylaws concurrently with the completion of this offering. The
following summary of the capital stock and certificate of incorporation and bylaws of Ute Energy Corporation does
not purport to be complete and is qualified in its entirety by reference to the provisions of applicable law and to our
certificate of incorporation and bylaws, which are filed as exhibits to the registration statement of which this

prospectus is a part.
Common Stock

Except as provided by law or in a preferred stock designation, holders of common stock are entitled to one vote
for each share held of record on all matters submitted to a vote of the stockholders, will have the exclusive right to
vote for the election of directors and do not have cumulative voting rights. Except as otherwise required by law,
holders of common stock, as such, are not entitled to vote on any amendment to the certificate of incorporation
(including any certificate of designations relating to any series of preferred stock) that relates solely to the terms of
any outstanding series of preferred stock if the holders of such affected series are entitled, either separately or
together with the holders of one or more other such series, to vote thereon pursuant to the certificate of incorporation
(including any certificate of designationsrelating to any series of preferred stock) or pursuant to the General
Corporation Law of the State of Delaware. Subject to preferences that may be applicable to any outstanding shares
or series of preferred stock, holders of common stock are entitled to receive ratably such dividends (payable in cash,
stock or otherwise), if any, as may be declared from time to time by our board of directors out of funds legally
available for dividend payments. All outstanding shares of common stock are fully paid and non-assessable, and the
shares of common stock to be issued upon completion of this offering will be fully paid and non-assessable. The
holders of common stock have no preferences or rights of conversion, exchange, pre-emption or other subscription
rights. There are no redemption or sinking fund provisions applicable to the common stock. In the event of any
liquidation, dissolution or winding-up of our affairs, holders of common stock will be entitled to share ratably in our
assets that are remaining after payment or provision for payment of all of our debts and obligations and after
liquidation payments to holders of outstanding shares of preferred stock, if any.

Preferred Stock

Our certificate of incorporation authorizes our board of directors, subject to any limitations prescribed by law,
without further stockholder approval, to establish and to issue from time to time one or more classes or series of
preferred stock, par value $[ @] per share, covering up to an aggregateof  shares of preferred stock. Each class or
series of preferred stock will cover the number of sharesand will have the powers, preferences, rights,
qualifications, limitations and restrictions determined by the board of directors, which may include, among others,
dividend rights, liquidation preferences, voting rights, conversion rights, preemptive rights and redemption rights.
Except as provided by law or in a preferred stock designation, the holders of preferred stock will not be entitled to
vote at or receive notice of any meeting of stockholders.

Anti-Takeover Effects of Provisions of Our Certificate of Incor poration, Our Bylaws and Delaware Law

Some provisions of Delaware law, and our certificate of incorporation and our bylaws described bel ow, will
contain provisions that could make the following transactions more difficult: acquisitions of us by means of atender
offer, a proxy contest or otherwise; or removal of our incumbent officers and directors. These provisions may also
have the effect of preventing changesin our management. It is possible that these provisions could make it more
difficult to accomplish or could deter transactions that stockholders may otherwise consider to bein their best
interest or in our best interests, including transactions that might result in a premium over the market price for our
shares.

These provisions, summarized bel ow, are expected to discourage coercive takeover practices and inadequate

takeover bids. These provisions are also designed to encourage persons seeking to acquire control of usto first
negotiate with us. We believe that the benefits of increased protection and our potential ability to negotiate with the
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proponent of an unfriendly or unsolicited proposal to acquire or restructure us outweigh the disadvantages of
discouraging these proposal s because, among other things, negotiation of these proposals could result in an
improvement of their terms.

Delaware Law

We will be subject to the provisions of Section 203 of the Delaware Genera Corporation Law, or DGCL,
regulating corporate takeovers. In general, those provisions prohibit a Delaware corporation, including those whose
securities are listed for trading on the NY SE, from engaging in any business combination with any interested
stockholder for a period of three years following the date that the stockholder became an interested stockhol der,
unless:

the transaction is approved by the board of directors before the date the interested stockhol der attained that
status;

upon consummation of the transaction that resulted in the stockholder becoming an interested stockholder,
the interested stockhol der owned at least 85% of the voting stock of the corporation outstanding at the time
the transaction commenced; or

on or after such time the business combination is approved by the board of directors and authorized at a
meeting of stockholders by at least two-thirds of the outstanding voting stock that is not owned by the
interested stockhol der.

Section 203 defines “business combination” to include the following:
any merger or consolidation involving the corporation and the interested stockholder;

any sale, transfer, pledge or other disposition of 10% or more of the assets of the corporation involving the
interested stockhol der;

subject to certain exceptions, any transaction that resultsin theissuance or transfer by the corporation of
any stock of the corporation to the interested stockholder;

any transaction involving the corporation that has the effect of increasing the proportionate share of the
stock of any class or series of the corporation beneficially owned by the interested stockholder; or

thereceipt by the interested stockholder of the benefit of any loans, advances, guarantees, pledges or other
financial benefits provided by or through the corporation.

In general, Section 203 defines an interested stockholder as any entity or person beneficially owning 15% or
more of the outstanding voting stock of the corporation and any entity or person affiliated with or controlling or
controlled by any of these entities or persons.

A Delaware corporation may “opt out” of Section 203 with an express provision in itsoriginal certificate of
incorporation or an express provision in its certificate of incorporation or bylaws resulting from amendments
approved by the holders of at least a majority of the corporation’ s outstanding voting shares. We do not intend to
“opt out” of the provisions of Section 203. The statute could prohibit or delay mergers or other takeover or changein
control attempts and, accordingly, may discourage attempts to acquire us.

Certificate of I ncorporation and Bylaws
Among other things, upon the completion of this offering, our certificate of incorporation and bylaws will:

establish advance notice procedures with regard to stockholder proposalsrelating to the nomination of
candidates for election asdirectors or new business to be brought before meetings of our stockholders.
These procedures provide that notice of stockholder proposals must be timely given in writing to our
corporate secretary prior to the meeting at which the action is to be taken. Generally, to be timely, notice
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must be received at our principal executive offices not less than 90 days nor more than 120 days prior to the
first anniversary date of the annual meeting for the preceding year. Our bylaws specify the requirements as
to form and content of all stockholders' notices. These requirements may preclude stockholders from
bringing matters before the stockholders at an annual or special meeting;

provide our board of directors the ability to authorize undesignated preferred stock. This ability makes it
possible for our board of directorsto issue, without stockholder approval, preferred stock with voting or
other rights or preferences that could impede the success of any attempt to change control of us. These and
other provisions may have the effect of deferring hostile takeovers or delaying changesin control or
management of our company;

provide that the authorized number of directors may be changed only by resolution of the board of
directors;

provide that all vacancies, including newly created directorships, may, except as otherwise required by law,
be filled by the affirmative vote of a majority of directors then in office, even if lessthan a quorum;

provide that any action required or permitted to be taken by the stockholders must be effected at a duly
called annual or special meeting of stockholders and may not be effected by any consent in writing in lieu
of ameeting of such stockholders, subject to therights of the holders of any series of preferred stock (prior
to such time, provide that such actions may be taken without a meeting by written consent of holders of
common stock having not less than the minimum number of votes that would be necessary to authorize
such action at a meeting);

provide that directors may be removed only for cause and only by the affirmative vote of holders of at least
80% of the voting power of our then outstanding common stock (prior to such time, provide that directors
may be removed only for cause and only by the affirmative vote of the holders of at least amajority of our
then outstanding common stock);

provide our certificate of incorporation and bylaws may be amended by the affirmative vote of the holders
of at least two-thirds of our then outstanding common stock (prior to such time, provide that our certificate
of incorporation and bylaws may be amended by the affirmative vote of the holders of a majority of our
then outstanding common stock);

provide that specia meetings of our stockholders may only be called by the board of directors, the chief
executive officer or the chairman of the board (prior to such time, provide that a special meeting may also
be called by stockholders holding a majority of the outstanding shares entitled to vote);

provide for our board of directors to be divided into three classes of directors, with each class as nearly
equal in number as possible, serving staggered three year terms, other than directors which may be elected
by holders of preferred stock, if any. For more information on the classified board of directors, please read
“Management.” This system of e ecting and removing directors may tend to discourage athird party from
making atender offer or otherwise attempting to obtain control of us, because it generally makesit more
difficult for stockholdersto replace amagjority of the directors;

provide that we renounce any interest in the business opportunities of Quantum Energy Partners or any
private fund that it manages or advises or any of its officers, directors, agents, stockholders, members,
partners, affiliates and subsidiaries (other than Ute Energy directorsthat are presented business
opportunities in their capacity as a Ute Energy director) and that they have no obligation to offer usthose
opportunities; and

provide that our bylaws can be amended or repealed at any regular or special meeting of stockholders or by
the board of directors.
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Limitation of Liability and Indemnification Matters

Our certificate of incorporation limits the liability of our directors for monetary damages for breach of their
fiduciary duty as directors, except for liability that cannot be eliminated under the DGCL. Delaware law provides
that directors of a company will not be personally liable for monetary damages for breach of their fiduciary duty as
directors, except for liabilities:

for any breach of their duty of loyalty to us or our stockholders;

for acts or omissionsnot in good faith or which involve intentional misconduct or a knowing violation of
law;

for unlawful payment of dividend or unlawful stock repurchase or redemption, as provided under Section
174 of the DGCL; or

for any transaction from which the director derived an improper personal benefit.

Any amendment, repeal or modification of these provisionswill be prospective only and would not affect any
limitation on liability of a director for acts or omissionsthat occurred prior to any such amendment, repeal or
modification.

Our certificate of incorporation and bylaws also provide that we will indemnify our directors and officers to the
fullest extent permitted by Delaware law. Our certificate of incorporation and bylaws also permit usto purchase
insurance on behalf of any officer, director, employee or other agent for any liability arising out of that person’s
actions as our officer, director, employee or agent, regardless of whether Delaware law would permit
indemnification. We intend to enter into indemnification agreements with each of our current and future directors
and officers. These agreements will require us to indemnify these individuas to the fullest extent permitted under
Delaware law against liability that may arise by reason of their service to us, and to advance expensesincurred as a
result of any proceeding againg them as to which they could be indemnified. We believe that the limitation of
liability provision in our certificate of incorporation and the indemnification agreements will facilitate our ability to
continue to attract and retain qualified individuas to serve as directors and officers.

Cor porate Opportunity

Our certificate of incorporation provides that, to the fullest extent permitted by applicable law, we renounce any
interest or expectancy in, or in being offered an opportunity to participate in, any business opportunity that may be
from time to time presented to Quantum Energy Partners or its affiliates or any of their respective officers, directors,
agents, shareholders, members, partners, affiliates and subsidiaries (other than us and our subsidiaries) or business
opportunities that such parties participate in or desireto participate in, even if the opportunity is one that we might
reasonably have pursued or had the ability or desire to pursue if granted the opportunity to do so, and no such person
shall beliable to us for breach of any fiduciary or other duty, asadirector or officer or controlling stockholder or
otherwise, by reason of the fact that such person pursues or acquires any such business opportunity, directs any such
business opportunity to another person or failsto present any such business opportunity, or information regarding
any such business opportunity, to us unless, in the case of any such person who is our director or officer, any such
business opportunity is expressly offered to such director or officer solely in hisor her capacity as our director or
officer.

Transfer Agent and Registrar
The transfer agent and registrar for our common stock is[American Stock and Transfer Company].
Listing

We intend to apply to list our common stock on the NY SE under the symbol “UTE.”
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SHARESELIGIBLE FOR FUTURE SALE

Prior to this offering, there has been no public market for our common stock. Future sales of our common stock
in the public market, or the availahility of such shares for salein the public market, could adversdly affect market
prices prevailing from time to time. As described bel ow, only a limited number of shareswill be available for sale
shortly after this offering due to contractual and legal restrictions on resale. Nevertheless, sales of a substantial
number of shares of our common stock in the public market after such restrictions lapse, or the perception that those
sales may occur, could adversely affect the prevailing market price at such time and our ahility to raise equity-
related capital at atime and price we deem appropriate.

Sales of Restricted Shares

Upon the closing of this offering, we will have outstanding an aggregate of shares of common stock. Of
these shares, all of the  shares of common stock to be sold in this offering will be freely tradable without
restriction or further registration under the Securities Act, unless the shares are held by any of our “affiliates’ as
such term is defined in Rule 144 of the Securities Act. All remaining shares of common stock held by existing
stockholders will be deemed “restricted securities” as such term is defined under Rule 144. The restricted securities
were issued and sold by usin private transactions and are eligible for public sale only if registered under the
Securities Act or if they qualify for an exemption from registration under Rule 144 or Rule 701 under the Securities
Act, which rules are summarized bel ow.

Asaresult of the lock-up agreements described bel ow and the provisions of Rule 144 and Rule 701 under the
Securities Act, all of the shares of our common stock (excluding the shares to be sold in this offering) will be
available for salein the public market upon the expiration of the lock-up agreements, beginning 180 days after the
date of this prospectus (subject to extension) and when permitted under Rule 144 or Rule 701.

L ock-up Agreements

We, all of our directorsand officers, certain of our principa stockholders and the selling stockholders have
agreed not to sell or otherwise transfer or dispose of any common stock for a period of 180 days from the date of this
prospectus, subject to certain exceptions and extensions. Please read “Underwriting” for a description of these lock-
up provisions.

Rule 144

In general, under Rule 144 as currently in effect, once we have been a reporting company subject to the
reporting requirements of Section 13 or 15(d) of the Exchange Act for 90 days, a person (or persons whose shares
are aggregated) who is not deemed to have been an affiliate of ours at any time during the three months preceding a
sale, and who has beneficially owned restricted securities within the meaning of Rule 144 for at least six months
(including any period of consecutive ownership of preceding non-affiliated holders) would be entitled to sell those
shares, subject only to the availability of current public information about us. A non-affiliated person who has
beneficially owned restricted securities within the meaning of Rule 144 for at least one year would be entitled to sell
those shares without regard to the provisions of Rule 144.

Once we have been areporting company subject to the reporting requirements of Section 13 or 15(d) of the
Exchange Act for 90 days, a person (or persons whose shares are aggregated) who is deemed to be an affiliate of
ours and who has beneficially owned restricted securities within the meaning of Rule 144 for at least six months
would be entitled to sell within any three-month period anumber of sharesthat does not exceed the greater of one
percent of the then outstanding shares of our common stock or the average weekly trading volume of our common
stock reported through the New Y ork Stock Exchange during the four calendar weeks preceding the filing of notice
of the sale. Such sales are also subject to certain manner of sale provisions, notice requirements and the avail ability
of current public information about us.

Employees, directors, officers, consultants or advisors who purchase shares from us in connection with a
compensatory stock or option plan or other written compensatory agreement in accordance with Rule 701 before the
effective date of the registration statement are entitled to sell such shares 90 days after the effective date of the
registration statement in reliance on Rule 144 without having to comply with the holding period requirement of Rule
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144 and, in the case of non-affiliates, without having to comply with the public information, volume limitation or
notice filing provisions of Rule 144. The SEC hasindicated that Rule 701 will apply to typical stock options granted
by an issuer before it becomes subject to the reporting requirements of the Exchange Act, along with the shares
acquired upon exercise of such options, including exercises after the date of this prospectus.

Stock I'ssue Under Employee Plans

We intend to file aregistration satement on Form S-8 under the Securities Act to register stock issuable under
our Long-Term Incentive Plan. Thisregistration statement is expected to be filed following the effective date of the
registration statement of which this prospectusisa part and will be effective upon filing. Accordingly, shares
registered under such registration statement will be available for sale in the open market following the effective date,
unless such shares are subject to vesting restrictions with us, Rule 144 restrictions applicable to our affiliates or the
lock-up restrictions described above.

Registration Rights

Prior to the consummation of this offering, we expect to enter into aregistration rights agreement with the
salling stockholders, which will require usto file and effect the registration of their sharesin certain circumstances
no earlier than the expiration of the lock-up period contained in the underwriting agreement entered into in
connection with this offering.
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MATERIAL U.S. FEDERAL INCOME AND ESTATE TAX
CONSIDERATIONS TO NON-U.S. HOL DERS

The following isa general discussion of the material U.S. federal income tax consequences of the acquisition,
ownership and disposition of our common stock by a non-U.S. holder. Except as specifically provided below (please
read “— Estate Tax”), for the purpose of this discussion, anon-U.S. holder is any beneficial owner of our common
stock that isnot for U.S. federa income tax purposes any of the following:

an individual citizen or resident of the U.S.;

acorporation (or other entity treated as a corporation for U.S. federal income tax purposes) created or
organized under the laws of the U.S. or any state or the District of Columbig;

an estate whose income is subject to U.S. federal income tax regardless of its source; or

atrust (x) whose administration is subject to the primary supervision of a U.S. court and which has one or
more U.S. persons who have the authority to control all substantial decisions of thetrust or (y) that has
made avalid election to be treated asa U.S. person.

This discussion assumes that a non-U.S. holder will hold our common stock issued pursuant to the offering asa
capital asset (generaly, property held for investment). This discussion does not address all aspects of U.S. federal
income taxation or any aspects of state, local, gift, estate (except as expressy provided herein under “—Egate Tax”)
or non-U.S. taxation, nor does it consider any U.S. federal income tax considerations that may be relevant to non-
U.S. holdersthat may be subject to special treatment under U.S. federal income tax laws, including, without
limitation, U.S. expatriates, insurance companies, tax-exempt or governmental organizations, dealersin securities or
currency, banks or other financial institutions, partnerships or other pass-through entities or the owners of interests
therein, controlled foreign corporations, passive foreign investment companies, and investors that hold our common
stock as part of ahedge, straddle or conversion transaction. Furthermore, the following discussion is based on
current provisions of the Internal Revenue Code of 1986, as amended, and Treasury Regul ations and administrative
and judicial interpretations thereof, all asin effect on the date hereof, and all of which are subject to change,
possibly with retroactive effect.

If a partnership (or an entity treated as a partnership for U.S. federal income tax purposes) holds our common
stock, the tax treatment of a partner in the partnership will generally depend on the status of the partner and upon the
activities of the partnership. Accordingly, we urge partnerships that hold our common stock and partnersin such
partnerships to consult their tax advisors.

We urge each prospective investor to consult atax advisor regarding the U.S. federal, state, local and non-U.S.
income and other tax conseguences of acquiring, holding and disposing of shares of our common stock.

Dividends

We do not plan to make distributions on our common stock for the foreseeable future. However, if we do make
distributions on our common stock, those payments will constitute dividends for U.S. federal income tax purposes to
the extent paid from our current or accumulated earnings and profits, as determined under U.S. federa income tax
principles. To the extent those distributions exceed our current and accumulated earnings and prafits, they will
congtitute areturn of capital and will first reduce aholder’s adjusted tax basisin the common stock, but not bel ow
zero, and then will be treated as gain from the sale of the common stock (please read “— Gain on Disposition of
Common Stock).

Any dividend (out of earnings and profits) paid to anon-U.S. holder of our common stock generaly will be
subject to U.S. withholding tax either at arate of 30% of the gross amount of the dividend or at such lower rate as
may be specified by an applicable tax treaty. To receive the benefit of areduced treaty rate, anon-U.S. holder must
provide us with an IRS Form W-8BEN or other appropriate version of IRS Form W-8 certifying qualification for the
reduced rate.

! To bereviewed by V&E Tax
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Dividends received by a non-U.S. holder that are effectively connected with a U.S. trade or business conducted
by the non-U.S. holder (and, if required by an applicable tax treaty, are attributable to a permanent establishment
maintained by the non-U.S. holder in the United States) are exempt from such withholding tax. To obtain this
exemption, the non-U.S. holder must provide us with an IRS Form W-8ECI properly certifying such exemption.
Such effectively connected dividends, although not subject to withholding tax, will be subject to U.S. federal income
tax net of certain deductions and credits at the same graduated rates generally applicable to U.S. persons, subject to
any applicable tax treaty providing otherwise. In addition to the income tax described above, dividends received by
corporate non-U.S. holders that are effectively connected with a U.S. trade or business of such holder may be
subject to a branch profitstax at arate of 30% or such lower rate as may be specified by an applicable tax treaty.

A non-U.S. holder of our common stock may obtain arefund of any excess amounts withheld if the non-U.S.
holder is digible for areduced rate of United States withholding tax and an appropriate claim for refund istimely
filed with the Internal Revenue Service.

Gain on Disposition of Common Stock

A non-U.S. holder generally will not be subject to U.S. federal income tax on any gain realized upon the sale or
other disposition of our common stock unless:

the gain is effectively connected with a U.S. trade or business of the non-U.S. holder and, if required by an
applicable tax treaty, is attributableto a U.S. permanent establishment maintained by such non-U.S. holder;

the non-U.S. holder isan individual who is present in the United States for a period or periods aggregating
183 days or more during the calendar year in which the sale or disposition occurs and certain other
conditions are met; or

our common stock congtitutes a U.S. real property interest by reason of our gatusasa”U.S. real property
holding corporation,” or “USRPHC,” for U.S. federal income tax purposes. Generally, a corporationisa
USRPHC if the fair market value of its United Statesreal property interests equals or exceeds 50% of the
sum of the fair market value of its worldwide real property interests and its other assets used or held for use
in atrade or business. We believe that we are, and will remain for the foreseeabl e future, a USRPHC for
U.S. federal income tax purposes.

Unless an applicable tax treaty provides otherwise, gain described in thefirst bullet point above will be subject
to U.S. federal income tax on a net income basis (that is, after allowance for any applicable deductions) at the same
graduated rates generally applicable to U.S. persons. Corporate non-U.S. holders a so may be subject to a branch
profits tax equal to 30% (or such lower rate as may be specified by an applicable tax treaty) of such gain.

Gain described in the second bullet point above (which may be offset by certain U.S. source capital losses
recognized in the same taxabl e year in which such gain was recognized) will generally be subject to a30% U.S.
federal tax (or such lower rate as may be specified by an applicable tax treaty).

With respect to the third bullet point above, if we are or become a USRPHC, so long as our common stock is
regularly traded on an established securities market (within the meaning of applicable Treasury Regulations), shares
of our common stock will be treated as U.S. real property interests only with respect to anon-U.S. holder who holds
or hasheld, directly or indirectly, at any time within the shorter of the five-year period preceding the disposition or
the non-U.S. holder’ sholding period, more than 5% of our common stock. If the exception described above does not
apply to gain recognized by anon-U.S. holder, unless an applicable tax treaty provides otherwise, such gain
generally will be subject to U.S. federal income tax on anet income basis at the same graduated rates generally
applicable to U.S. persons.

Backup Withholding and Infor mation Reporting
Payments of dividends to a non-U.S. holder may be subject to backup withholding (currently at a 28% rate)

unless the non-U.S. holder establishes an exemption, for example, by properly certifying its non-U.S. status on an
IRS Form W-8BEN or another appropriate version of IRS Form W-8. Notwithstanding the foregoing, backup
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withholding may apply if either we or our paying agent has actual knowledge, or reason to know, that the beneficial
owner isaU.S. person that is not an exempt recipient.

Generally, we must report annually to the IRS the amount of dividends paid to each non-U.S. holder, the name
and address of the recipient, and the amount, if any, of tax withheld with respect to those dividends. A similar report
is sent to each non-U.S. holder. These information reporting requirements apply even if withholding was not
required. Pursuant to tax treaties or other agreements, the IRS may make itsreports available to tax authoritiesin the
recipient’s country of residence.

Payments of the proceeds from sale or other disposition by anon-U.S. holder of our common stock effected
outside the U.S. by or through a foreign office of a broker generally will not be subject to information reporting or
backup withholding. However, information reporting (but not backup withholding) will apply to those paymentsiif
the broker does not have documentary evidence that the holder isanon-U.S. holder, an exemption isnot otherwise
established, and the broker has certain relationships with the United States.

Payments of the proceeds from a sale or other disposition by anon-U.S. holder of our common stock effected
by or through a U.S. office of a broker generally will be subject to information reporting and backup withholding (at
the applicablerate) unless the non-U.S. holder establishes an exemption, for example, by properly certifying its non-
U.S. status on an IRS Form W-8BEN or another appropriate version of IRS Form W-8. Notwithstanding the
foregoing, information reporting and backup withholding may apply if the broker has actual knowledge, or reason to
know, that the holder isa U.S. person that is not an exempt recipient.

Backup withholding is not an additional tax. Rather, the U.S. income tax liability of persons subject to backup
withholding will be reduced by the amount of tax withheld. If withholding resultsin an overpayment of taxes, a
refund may be obtained, provided that the required filings are timely made with the IRS.

Estate Tax

Our common stock owned or treated as owned by an individual who isnot a citizen or resident of the U.S. (as
specifically defined for U.S. federal estate tax purposes) at the time of death will beincludible in theindividua’s
gross estate for U.S. federal estate tax purposes and may be subject to U.S. federal estate tax unless an applicable
estate tax treaty provides otherwise.

L egidation Affecting Common Stock Held Through Foreign Accounts

Legidation enacted in 2010, but not yet effective, may impaose a withholding tax on certain types of U.S. source
payments madeto “foreign financial institutions’” and certain other non-U.S. entities. Thelegidation generaly will
impose a 30% withholding tax on dividends on, or gross proceeds from the sale or other disposition of, our common
stock paid to aforeign financial ingitution or to aforeign non-financia entity, unless (1) the foreign financial
ingtitution undertakes certain diligence and reporting obligations or (2) the foreign non-financial entity either
certifiesit does not have any substantial U.S. owners or furnishes identifying information regarding each substantial
U.S. owner. If applicable, the withholding tax isimposed whether the foreign entity receives a payment as beneficial
owner or as agent and whether the beneficial owner isaU.S. holder or anon-U.S. holder. If the payeeisaforeign
financial inditution, in order to avoid withholding under these provisions, it must enter into an agreement with the
U.S. Treasury Department requiring, among other things, that it undertake to identify accounts held by certain U.S.
persons or U.S.-owned foreign entities, annually report certain information about such accounts, and withhold 30%
on payments to account holders whose actions prevent it from complying with these reporting and other
requirements. Under certain circumstances, anon-U.S. holder may be eligible for refunds or credits of such taxes.
Although thislegidlation by its termsis applicable to payments made after December 31, 2012, in recent guidance
the IRS hasindicated that Treasury Regulationswill be issued providing that the withholding provisions described
above will first apply to payments of dividends on our common stock made on or after January 1, 2014 and to
payments of gross proceeds from a sale or other disposition of such stock on or after January 1, 2015. Non-U.S.
holders are encouraged to consult their tax advisors regarding the potential application of this new legidation to, and
its effects on, their ownership and disposition of our common stock.
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UNDERWRITING

Under the terms and subject to the conditions contained in an underwriting agreement dated , 2012
we and the selling stockhol ders have agreed to sell to the underwriters named below, for whom Credit Suisse
Securities (USA) LLC and Goldman, Sachs & Co. are acting as representatives, the foll owing respective numbers of
shares of common stock:

Number of
Under writer Shares
Credit SUISSe SECUMTIES (USA) LLC ..eiiiiieeiieie ettt ettt ettt eeste e steesseeneesteenteaneesseenseaneenseens
(€70 Ko 111072 g TS e 0 o 0 J RSP URT

The underwriting agreement provides that the underwriters are obligated to purchase all the shares of common
stock in the offering if any are purchased, other than those shares covered by the option to purchase additional
shares described below. The underwriting agreement a so providesthat if an underwriter defaults, the purchase
commitments of non-defaulting underwriters may be increased or the offering may be terminated.

The sdlling stockholders have granted to the underwriters a 30-day option to purchase on a pro rata basis up
to additional shares at theinitia public offering price less the underwriting discounts and commissions.

The underwriters propose to offer the shares of common stock initialy at the public offering price on the cover
page of this prospectus and to selling group members at that price less a selling concession of $ per share. The
underwriters and selling group members may allow a discount of $ per share on sales to other broker/dealers.
After theinitial public offering the representatives may change the public offering price and concession and discount
to broker/dealers. The offering of the shares by the underwritersis subject to receipt and acceptance and subject to
the underwriters' right to reject any order in whole or in part.

The following table summarizes the compensation and estimated expenses we and the selling stockhol ders will
pay:

Per Share Total
Without option to With option to Without option to With option to
purchase purchase purchase purchase
additional shares additional shares additional shares additional shares

Underwriting Discounts and Commissions

PAI DY US.....oooviviriieereieisieeeveesseieis $ $ $ $
Expenses payable by US...........cccevevrieenann. $ $ $ $
Underwriting Discounts and Commissions

paid by sdlling stockholders..................... $ $ $ $
[Expenses payable by the selling

StOCKNOIAErS] ..o, $ $ $ $

The representatives have informed us that they do not expect salesto accounts over which the underwriters have
discretionary authority to exceed 5% of the shares of common stock being offered.

We have agreed that we will not offer, sell, contract to sell, pledge or otherwise dispose of, directly or
indirectly, or file with the SEC aregistration statement under the Securities Act relating to any shares of our
common stock or securities convertible into or exchangeable or exercisable for any shares of our common stock, or
publicly disclose the intention to make any offer, sale, pledge, disposition or filing, without the prior written consent
of [Credit Suisse Securities (USA) LLC and Goldman, Sachs & Co.] for a period of 180 days after the date of this
prospectus], except issuances pursuant to the exercise of employee stock options outstanding on the date hereof.]?
However, in the event that either (1) during the last 17 days of the “lock-up” period, we rel ease earnings results or
material news or amaterial event relating to us occurs or (2) prior to the expiration of the “lock-up” period, we

2 [NTD: other carve outsto be discussed.]
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announce that we will release earnings results during the 16-day period beginning on the last day of the ‘lock-up’
period, then in either case the expiration of the ‘lock-up” will be extended until the expiration of the 18-day period
beginning on the date of the release of the earnings results or the occurrence of the material news or event, as
applicable, unless [Credit Suisse Securities (USA) LLC and Goldman, Sachs & Co.] waive, in writing, such an
extension.

Our officers and directors, the selling stockholders and the non-selling stockhol ders have agreed that they will
not offer, sell, contract to sell, pledge or otherwise dispose of, directly or indirectly, any shares of our common stock
or securities convertible into or exchangeable or exercisablefor any shares of our common stock, enter into a
transaction that would have the same effect, or enter into any swap, hedge or other arrangement that transfers, in
whole or in part, any of the economic consequences of ownership of our common stock, whether any of these
transactions areto be settled by delivery of our common stock or other securities, in cash or otherwise, or publicly
disclose the intention to make any offer, sale, pledge or disposition, or to enter into any transaction, swap, hedge or
other arrangement, without, in each case, the prior written consent of [Credit Suisse Securities (USA) LLC and
Goldman, Sachs & Co.] for aperiod of 180 days after the date of this prospectus. However, in the event that either
(1) during thelagt 17 days of the “lock-up” period, we release earningsresults or material news or a materia event
relating to us occurs or (2) prior to the expiration of the “lock-up” period, we announce that we will release earnings
results during the 16-day period beginning on the last day of the “lock-up” period, then in either case the expiration
of the“lock-up” will be extended until the expiration of the 18-day period beginning on the date of the release of the
earnings results or the occurrence of the materia news or event, as applicable, unless [Credit Suisse Securities
(USA) LLC and Goldman, Sachs & Co.] waive, in writing, such an extenson.

We and the selling stockholders have agreed to indemnify the underwriters against liabilities under the
Securities Act, or contribute to payments that the underwriters may be required to make in that respect.

We will apply to list the shares of common stock on the New Y ork Stock Exchange under the symbol “UTE.”

In connection with the listing of the common stock on the New Y ork Stock Exchange, the underwriters will
undertaketo sell round lots of 100 shares or moreto a minimum of 400 beneficial owners.

[NTD: insert disclosure re: DSP as applicable]

Prior to this offering, there has been no public market for our common stock. Theinitial public offering price
for our common stock will be determined by negotiation between us, the selling stockhol ders and the underwriters.
The principal factorsto be considered in determining theinitial public offering price include the following:

the general condition of the securities markets;
market conditions for initial public offerings;
the market for securities of companiesin businesses similar to ours;
the history and prospects for the industry in which we compete;
our past and present operations and earnings and our current financial position;
the history and prospects for our business;
an assessment of our management; and
other information included in this prospectus and otherwise available to the underwriters.
We cannot assure you that theinitial public offering price will correspond to the price at which our common

stock will trade in the public market subsequent to this offering or that an active trading market will develop and
continue after this offering.
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The underwriters and their respective affiliates are full service financial ingtitutions engaged in various
activities, which may include securities trading, commercial and investment banking, financial advisory, investment
management, investment research, principal investment, hedging, financing and brokerage activities. Certain of the
underwriters and their respective affiliates have, from time to time, performed, and may in the future perform,
various financial advisory and investment banking services for us, for which they received or will receive customary
fees and expenses. [NTD: add/identify specific relationships between banks and issuer]

In the ordinary course of their various business activities, the underwriters and their respective affiliates may
make or hold a broad array of investments and actively trade debt and equity securities (or related derivative
securities) and financial instruments (including bank loans) for their own account and for the accounts of their
customers, and such investment and securities activities may involve securities and/or instruments of the issuer. The
underwriters and their respective affiliates may al so make investment recommendations and/or publish or express
independent research views in respect of such securities or instruments and may at any time hold, or recommend to
clientsthat they acquire, long and/or short positionsin such securities and instruments.

In connection with the offering the underwriters may engagein stabilizing transactions, short sales, syndicate
covering transactions, and penalty bids in accordance with Regulation M under the Exchange Act.

Stabilizing transactions permit bids to purchase the underlying security so long asthe stabilizing bids do
not exceed a specified maximum.

Short sales involve sales by the underwriters of sharesin excess of the number of shares the underwriters
are obligated to purchase, which creates a syndicate short position. The short position may be either a
covered short position or a naked short position. In a covered short position, the number of shares sold by
the underwritersisnot greater than the number of shares that they may purchase in the option to purchase
additional shares. In anaked short position, the number of sharesinvolved is greater than the number of
sharesin the option to purchase additional shares. The underwriters may close out any covered short
position by either exercising their option to purchase additional shares and/or purchasing sharesin the open
market.

Syndicate covering transactions involve purchases of the common stock in the open market after the
distribution has been completed in order to cover syndicate short positions. In determining the source of
sharesto close out the short position, the underwriterswill consider, among other things, the price of shares
available for purchase in the open market as compared to the price at which they may purchase shares
through the option to purchase additional shares. If the underwriters sell more sharesthan could be covered
by the option to purchase additional shares, anaked short position, the position can only be closed out by
buying sharesin the open market. A naked short position is more likely to be created if the underwriters
are concerned that there could be downward pressure on the price of the sharesin the open market after
pricing that could adversely affect investors who purchase in the offering.

Penalty bids permit the representatives to reclaim a selling concession from a syndicate member when the
common stock originally sold by the syndicate member is purchased in a stabilizing or syndicate covering
transaction to cover syndicate short positions.

These stahilizing transactions, syndicate covering transactions and penalty bids may have the effect of raising or
maintaining the market price of our common stock or preventing or retarding a declinein the market price of the
common stock. Asaresult the price of our common stock may be higher than the price that might otherwise exist in
the open market. These transactions may be effected on the New Y ork Stock Exchange or otherwise and, if
commenced, may be discontinued at any time.

A prospectus in dectronic format may be made available on the web sites maintained by one or more of the
underwriters, or salling group members, if any, participating in this offering and one or more of the underwriters
participating in this offering may distribute prospectuses el ectronically. The representatives may agree to allocate a
number of sharesto underwriters and selling group membersfor saleto their online brokerage account holders.
Internet distributions will be allocated by the underwriters and selling group membersthat will make internet
distributions on the same basis as other allocations.
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European Economic Area

In relation to each Member State of the European Economic Area which has implemented the Prospectus
Directive (each, a Relevant Member State), each underwriter has represented and agreed that with effect from and
including the date on which the Prospectus Directive is implemented in that Relevant Member State (the Rel evant
Implementation Date) it has not made and will not make an offer of shares to the public in that Relevant Member
State prior to the publication of a prospectusin reation to the shares which has been approved by the competent
authority in that Relevant Member State or, where appropriate, approved in another Relevant Member State and
notified to the competent authority in that Relevant Member State, al in accordance with the Prospectus Directive,
except that it may, with effect from and including the Relevant Implementation Date, make an offer of sharesto the
public in that Relevant Member State at any time:

(a) tolegal entities which are authorised or regulated to operatein the financia markets or, if not so authorised
or regulated, whaose corporate purposeis solely to invest in securities;

(b) toany legal entity which hastwo or more of (1) an average of at least 250 empl oyees during the last
financial year; (2) atotal balance sheet of more than €43,000,000 and (3) an annual net turnover of more than
€50,000,000, as shown inits last annual or consolidated accounts;

(c) tofewer than 100 natural or legal persons (other than qualified investors as defined in the Prospectus
Directive) subject to obtaining the prior consent of the representatives for any such offer; or

(d) inany other circumstances which do not require the publication by the Issuer of a prospectus pursuant to
Article 3 of the Prospectus Directive.

For the purposes of this provision, the expression an “offer of sharesto the public” in relation to any sharesin
any Relevant Member State means the communication in any form and by any means of sufficient information on
the terms of the offer and the sharesto be offered so as to enable an investor to decide to purchase or subscribe the
shares, as the same may be varied in that Relevant Member State by any measure implementing the Prospectus
Directive in that Relevant Member State and the expression Prospectus Directive means Directive 2003/71/EC and
includes any relevant implementing measure in each Relevant Member State.

United Kingdom
Each underwriter has represented and agreed that:

(a) it hasonly communicated or caused to be communicated and will only communicate or cause to be
communicated an invitation or inducement to engage in investment activity (within the meaning of Section 21 of the
Financial Servicesand Markets Act 200 or “FMSA™) received by it in connection with theissue or sale of the shares
in circumstances in which Section 21(1) of the FSMA does not apply to the Issuer; and

(b) it has complied and will comply with all applicable provisions of the FSMA with respect to anything done
by it inrelation to the sharesin, from or otherwise involving the United Kingdom.

Hong Kong

The shares may not be offered or sold by means of any document other than (i) in circumstances which do not
congtitute an offer to the public within the meaning of the Companies Ordinance (Cap.32, Laws of Hong Kong), or
(ii) to “professional investors’ within the meaning of the Securities and Futures Ordinance (Cap.571, Laws of Hong
Kong) and any rules made thereunder, or (iii) in other circumstances which do not result in the document being a
“prospectus’ within the meaning of the Companies Ordinance (Cap.32, Laws of Hong Kong), and no advertisement,
invitation or document relating to the shares may be issued or may be in the possession of any person for the
purpose of issue (in each case whether in Hong Kong or elsewhere), which is directed at, or the contents of which
arelikely to be accessed or read by, the publicin Hong Kong (except if permitted to do so under the laws of Hong
Kong) other than with respect to shares which are or are intended to be disposed of only to persons outside Hong
Kong or only to “professional investors’ within the meaning of the Securities and Futures Ordinance (Cap. 571,
Laws of Hong Kong) and any rules made thereunder.
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Singapore

This prospectus has not been registered as a prospectus with the Monetary Authority of Singapore. Accordingly,
this prospectus and any other document or material in connection with the offer or sale, or invitation for subscription
or purchase, of the shares may not be circulated or distributed, nor may the shares be offered or sold, or be made the
subject of an invitation for subscription or purchase, whether directly or indirectly, to personsin Singapore other
than (i) to an institutional investor under Section 274 of the Securities and Futures Act, Chapter 289 of Singapore
(the “SFA™), (ii) to arelevant person, or any person pursuant to Section 275(1A), and in accordance with the
conditions, specified in Section 275 of the SFA or (iii) otherwise pursuant to, and in accordance with the conditions
of, any other applicable provision of the SFA.

Where the shares are subscribed or purchased under Section 275 by arelevant person which is: (a) a corporation
(which isnot an accredited investor) the sole business of which isto hold investments and the entire share capital of
which isowned by one or moreindividuals, each of whom isan accredited investor; or (b) atrust (wherethetrustee
isnot an accredited investor) whose sole purpose is to hold investments and each beneficiary is an accredited
investor, shares, debentures and units of shares and debentures of that corporation or the beneficiaries' rightsand
interest in that trust shall not be transferable for 6 months after that corporation or that trust has acquired the shares
under Section 275 except: (1) to an ingtitutional investor under Section 274 of the SFA or to arelevant person, or
any person pursuant to Section 275(1A), and in accordance with the conditions, specified in Section 275 of the SFA;
(2) where no consideration isgiven for the transfer; or (3) by operation of law.

Japan

The securities have not been and will not be registered under the Financial Instruments and Exchange Law of
Japan (the Financial Instruments and Exchange Law) and each underwriter has agreed that it will not offer or sell
any securities, directly or indirectly, in Japan or to, or for the benefit of, any resident of Japan (which term as used
herein means any person resident in Japan, including any corporation or other entity organized under the laws of
Japan), or to others for re-offering or resale, directly or indirectly, in Japan or to aresident of Japan, except pursuant
to an exemption from the registration requirements of, and otherwise in compliance with, the Financia Instruments
and Exchange Law and any other applicable laws, regul ations and minigteria guidelines of Japan.
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LEGAL MATTERS

The validity of our common stock offered by this prospectus will be passed upon for Ute Energy Corporation by
Vinson & ElkinsL.L.P., Houston, Texas. Certain legal mattersin connection with this offering will be passed upon
for the underwriters by Latham & Watkins LLP, Houston, Texas.

EXPERTS

The financial statements of Ute Energy Upstream Holdings LLC as of and for the year ended December 31,
2010, have been included herein in reliance upon the report of KPMG LLP, independent registered public
accounting firm, appearing el sewhere herein, and upon on the authority of said firm as expertsin auditing and
accounting.

The financial statements of Ute Energy Upstream Holdings LLC as of December 31, 2009 and for the years
ended December 31, 2008 and 2009 included in this prospectus have been so included in reliance on the report of
Ehrhardt Keefe Steiner & Hottman PC, Denver, Colorado, independent registered public accounting firms, given on
the authority of said firm as expertsin auditing and accounting

The information included in this prospectus regarding estimated quantities of proved reserves, the future net
revenues from those reserves and their present valueis based, in part, on estimates of the proved reserves and
present values of proved reserves as of December 31, 2010, 2009 and 2008. The reserve estimates are based on
reports prepared by Ryder Scott and Cawley Gillespie, independent reserve engineers. These estimates are included
in this prospectus in reliance upon the authority of such firms as an expert in these matters.

WHERE YOU CAN FIND MORE INFORMATION

We have filed with the SEC aregistration statement on Form S-1 (including the exhibits, schedules and
amendments thereto) under the Securities Act, with respect to the shares of our common stock offered hereby. This
prospectus does not contain al of the information set forth in the registration statement and the exhibits and
schedul es thereto. For further information with respect to us and the common stock offered hereby, we refer you to
the registration statement and the exhibits and schedules filed therewith. Statements contained in this prospectus as
to the contents of any contract, agreement or any other document are summaries of the material terms of this
contract, agreement or other document. With respect to each of these contracts, agreements or other documentsfiled
as an exhibit to the registration statement, reference is made to the exhibits for a more compl ete description of the
matter involved. A copy of the regigtration statement, and the exhibits and schedules thereto, may be inspected
without charge at the public reference facilities maintained by the SEC at 100 F Street NE, Washington, D.C. 20549.
Copies of these materials may be obtained, upon payment of a duplicating fee, from the Public Reference Section of
the SEC at 100 F Street NE, Washington, D.C. 20549. Please call the SEC at 1-800-SEC-0330 for further
information on the operation of the public reference facility. The SEC maintains a website that contains reports,
proxy and information statements and other information regarding registrantsthat file el ectronically with the SEC.
The address of the SEC’ s website is http://www.sec.gov.

After we have completed this offering, we will file annual, quarterly and current reports, proxy statements and
other information with the SEC. We expect to have an operational website concurrently with the completion of this
offering and we expect to make our periodic reports and other information filed with or furnished to the SEC
available, free of charge, through our website, as soon as reasonably practicable after those reports and other
information are electronically filed with or furnished to the SEC. Information on our website or any other websiteis
not incorporated by reference into this prospectus and does not constitute a part of this prospectus. Y ou may read
and copy any reports, statements or other information on file at the public reference rooms. Y ou can also request
copies of these documents, for a copying fee, by writing to the SEC, or you can review these documents on the
SEC’ s website, as described above. In addition, we will provide el ectronic or paper copies of our filings free of
charge upon request.

119


http://www.sec.gov

INDEX TO FINANCIAL STATEMENTS

Ute Energy Upstream HoldingsLL C Audited Financial Statements
Reports of Independent Registered Public Accounting Firms
Balance Sheets as of December 31, 2010 and 2009
Statements of Operations for the Y ears Ended December 31, 2010, 2009 and 2008
Statements of Owner's Equity for the Y ears Ended December 31, 2010, 2009 and 2008
Statements of Cash Flows for the Y ears Ended December 31, 2010, 2009 and 2008
Notes to Financia Statements

Ute Energy Upstream HoldingsL L C Unaudited Financial Statements
Balance Sheets as of September 30, 2011 and December 31, 2010
Statements of Operations for the Nine Months Ended September 30, 2011 and 2010
Statements of Owner's Equity for the Nine Months Ended September 30, 2011 and 2010
Statements of Cash Flows for the Nine Months Ended September 30, 2011 and 2010
Notes to Financia Statements

Hor seshoe Bend Acquisition Financial Statements
Report of Independent Registered Public Accounting Firm
Statements of Revenues and Direct Operating Expenses for the Y ears Ended December 31, 2010
and 2009 and the Nine Months Ended September 30, 2011 and 2010 (unaudited)
Notes to Statements of Revenues and Direct Operating Expenses

Ute Ener gy Cor poration Unaudited Pro Forma Condensed Combined Financial Statements
Introduction
Pro Forma Condensed Combined Balance Sheet as of September 30, 2011
Pro Forma Condensed Combined Statements of Operations for the Y ear Ended December 31, 2010
and the Nine Months Ended September 30, 2011
Notes to Pro Forma Condensed Combined Financial Statements

F-2
F-3
F-4
F-5
F-6
F-7

F-19
F-20
F-21
F-22
F-23

F-30

F-31

F-32

F-35

F-36

F-37
F-39



Insert auditors' reports— KPMG and EKS&H



UTEENERGY UPSTREAM HOLDINGS LLC
BALANCESHEETS

December 31,
2009

2010

ASSETS
Current assets:

Cash and cash equivalents
Accounts receivable
Commodity derivative assets
Other current assets
Total current assets
Property and equipment (successful efforts method), at cost:
Proved oil and gas property costs
Unproved oil and gas property costs
Other property and equipment
Less: accumulated depletion, depreciation and amortization
Total property and equipment, net
Other noncurrent assets:
Commodity derivative assets
Unanortized debt issue costs
Advances to operators and other assets
Total other noncurrent assets
Total assets

LIABILITIES AND OWNER'S EQUITY
Current liabilities:

Accounts payable and accrued expenses
Commodity derivative liabilities
Total current liabilities
Long-termliabilities:
Long-termdebt
Commodity derivative liabilities
Asset retirement obligations
Total noncurrent liabilities
Commitments and contingencies (Note X)
Owner's equity:
Parent investment

Total owner's equity
Total liabilities and owner's equity

(in thousands)

67 $ 162
9,035 1,328
582 -
116 63
9,800 1,552
112514 48,081
4,862 1073
74 -
(28,605) (14,858)
88,345 34,296
344 -
672 -
- 1,558
1,016 1,558
9661 $ 37,407
18667 $ 4,501
1,153 490
19,820 4,991
10,000 -
2,324 446
966 636
13,290 1,082
66,551 31,334
66,551 31,334
9661 $ 37,407

The accompanying notes are an integral part of these financial statements.
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UTEENERGY UPSTREAM HOLDINGS LLC
STATEMENTS OF OPERATIONS

Year Ended December 31,

2010 2009 2008
(in thousands)
Oil and gas revenue $ 3B8H4 $ 10119 $ 14124
Operating expenses:
Lease operating expenses 4,466 1,658 2,046
Production taxes 2,860 1,998 9%
Gathering and transportation expenses 2,274 1,113 800
Depreciation, depletion and amortization 13,852 55%4 7,792
Impairment of proved properties - - 1,34
BExploration expenses 60 40 -
General and administrative expenses 3,237 1,067 1,653
Total operating expenses 26,749 11,470 14,641
Income (loss) fromoperations 12,085 (1,351) (517)
Other income (expense):
Net loss on commodity derivatives (534) (1,832 -
Interest expense (439) (274) (339)
Interest and other income 35 3B 76
Total other expense (938) (2,068) (263)
Net income (loss) $ 11147 $ (3419) $ (780)
Pr o for ma infor mation:
Net income as reported $ 11147 $ (3419 $ (780)
Pro forma adjustment for income tax (expense) benefit (3,807) 1,395 411
Pro forma net income $ 7340 $ (2024) $ (369)

Basic and diluted net income (loss) per share
Weighted average number of shares outstanding:
Basic
Diluted

The accompanying notes are an integral part of these financial statements.
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UTEENERGY UPSTREAM HOLDINGS LLC
STATEMENTS OF CHANGES IN OWNER'S EQUITY

Par ent
i nvestment
(in thousands)
Balance at December 31, 2007 $ 5,928
Parent contributions 17,649
Net loss (780)
Balance at December 31, 2008 $ 22,7%
Parent contributions 11,955
Net loss (3418)
Balance at December 31, 2009 $ 31,334
Parent contributions 24,071
Net income 11,146
Balance at December 31,2010 $ 66,551

The accompanying notes are an integral part of these financial statements.
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UTEENERGY UPSTREAM HOLDINGS LLC
STATEMENTS OF CASH FLOWS

Year Ended December 31,

2010 2009 2008
Cash flows from oper ating activities: (in thousands)
Net income (loss) $ 11,146 $ (3418) $  (780)
Adjustments to reconcile net income (loss) to cash flows
fromoperating activities:
Depreciation, depletion and amortization 13,852 5,594 7,792
Impairment of proved properties - - 1,354
Other " (67) - -
Unrealized loss on commodity derivative activities 1,616 936 -
Change in operational assets and liabilities:
Accounts receivable (7,707) (780) 299
Other assets 1,505 (1,347) (274)
Accounts payable and accrued expenses 2,773 (2,295) 1,269
Net cash provided by operating activities 23,118 (1,310 9,660
Cash flows fr om investing activities:
Additions to oil and gas properties (53,010) (9,197) (27,247)
Leasehold and acquisition costs (3,407) (1,294) (51)
Net cash (used in) investing activities (56,417) (10,491) (27,298)
Cash flows from financing activities:
Proceeds from borrowings under credit facility 21,500 - -
Repayments of borrowings under credit facilities (11,500) - -
Contributions from Parent 24,071 11,955 17,649
Debt issue costs (866) - -
Net cash provided by financing activities 33,205 11,955 17,649
Net increase (decrease) in cash and cash equivalents (94) 153 10
Cash and cash equivalents, beginning of period 163 10 -
Cash and cash equivalents, end of period $ 69 $ 163 $ 10
Supplemental cash flow information:
Cash interest paid 168 - -
Supplemental non-cash investing activities:
Current liabilities incurred to finance oil and gas properties 12,466 1,869 3,443
Asset retirement obligations from new wells 485 104 217



UTE ENERGY UPSTREAM HOLDINGSLLC
NOTESTO FINANCIAL STATEMENTS

Except as noted within the context of each footnote disclosure, the dollar amounts presented in the tabular data within these
disclosures are stated in thousands of dollars.

Note 1—Organization, Operations and Basis of Presentation
Organization and Operations

Ute Energy Upstream Holdings LLC, a Delaware limited liability company formed on April 15, 2008, is an independent oil and
natural gas company engaged in the exploration, development, production and acquisition of crude oil and natural gas reserves
focused primarily on devel oping crude oil reserves in the Uinta Basin in Utah. Unless the context requires otherwise, references to
“we’, “us’, “our”, “Ute” or “the Company” are intended to reference Ute Energy Upstream Holdings LLC. Our parent company, Ute
Energy LLC (“Parent”), was formed by the Ute Indian Tribe of the Uintah and Ouray Reservation (the “Tribe”) in 2005 to participate
in the exploration and devel opment of the Tribe's mineral estate in the Uinta Basin.  Although we were formed in 2008, we had no
assets or operating activities until March 2010. In March 2010, our Parent assigned all of its oil and gas participation rights and other
oil and gas assets as well as the related costs to theCompany.Oil and gas assets subsequently acquired by our Parent were also
assigned to us. This transfer of interests was accounted for as a transaction between entities under common control which requires us
to record the conveyances at our Parent’s historical basis applied retrospectively to the financial statements of al prior periods of the
Company beginning January 1, 2008.

Basis of Presentation

Throughout the periods covered by these financial statements, our Parent has provided working capital to fund our operations through
capital contributions and alocations of borrowings under its credit facility. The effect of this activity is reflected as Parent
contributions or borrowings under Parent credit facility in the accompanying financial statements.

The accompanying financia statements and related notes present our financial position as of December 31, 2010 and 2009, and the
results of our operations,cash flows and changes in owner’s equity for the years ended December 31, 2010, 2009 and 2008.We have
prepared our financial statements in accordance with accounting principles generally accepted in the United States of America
(“GAAP").

In preparing the accompanying financial statements, we have reviewed, as determined necessary by us, events that have occurred after
December 31, 2010, up until the issuance of the financial gatements. See Note[11].

Note 2—Accounting Policies and Related M atters

Allocation of Costs.These financia statementsinclude the direct costs of operations and employees dedicated to the Upstream
operations, aswell asan allocation of indirect general and administrative costs in accordance with Staff Accounting Bulletin (*SAB”)
Topic 1-B “Allocations of Expenses and Related Disclosure in Financia Statements of Subsidiaries, Divisions or Lesser Business
Components of Another Entity.” The Parent allocations include charges in addition to those direct costs that were incurred by the
upstream operations based upon estimates of activities related to the operation and administration of the upstream operations.
Additionaly, our Parent has funded our operations through cash contributions and has all ocated to usinterest costs on the related
long-term debt on a basis consstent with its cost of capital.As aresult, certain assumptions and estimates were made in order to
allocate a reasonabl e share of such expenses to us, so that the amounts induded in the accompanying financial statements attributable
reflect substantially all of the costs of doing business. Such allocations may or may not reflect future costs associated with our
operations.

Use of Estimates. The preparation of financial statements in conformity with GAAP requires management to make estimates and
assumptions that affect the reported amounts of assets and liabilities and disclosures of contingent assets and liabilities at the date of
the financial statements and the reported amounts of revenues and expenses during the period. Estimates and judgments are based on
information available at the time such estimates and judgments are made. Adjustments made with respect to the use of these estimates
and judgments often relate to information not previously available. Uncertainties with respect to such estimates and judgments are
inherent in the preparation of financia statements. Estimates and judgments are used in, among other things, (1) estimates relating to
certain oil and natural gas revenues and expenses, (2) estimating oil and gas reserve quantities which impacts DD& A and impairment,
(3) developing fair value assumptions, including estimates of future cash flows and discount rates, (4) estimating our asset retirement
obligations, (5) determining amounts to accrue for contingencies, guarantees and indemnifications and (6) the allocation of certain
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corporate costs from our Parent. Actual results may differ materially from estimated amounts.

Cash and Cash Equivalents.Cash and cash equivalents incdlude all cash on hand, demand deposits, and investments with original
maturities of three months or less. We consider cash equivalents to include short-term, highly liquid investments that are readily
convertible to known amounts of cash and which are subject to an insignificant risk of changesin value.

Accounts Receivable and Concentration of Credit Risk. The Company’s accounts receivables consist mainly of receivables from oil
and gas purchasers on our operated properties and from partners on our non-operated properties for our share of oil and gas sales.
Although diversified among several companies, collectability is dependent upon the financial wherewithal of each individual company
and is influenced by the genera economic conditions of the industry. The Company records an allowance for doubtful accounts on a
case-by-case basis once thereis evidence that collection isnot probable. Receivables are not collateralized. As of December 31, 2010,
and 2009, the Company had no alowance for doubtful accounts recorded.

Derivative Instruments. We use commodity derivative instruments to manage our exposure to oil and gas price volatility. All of the
commodity derivative instruments are utilized to manage price risk attributable to our expected oil and gas production, and we do not
enter into such instruments for speculative trading purposes. We do not designate any derivative instruments as hedges for accounting
purposes. We record al derivative instruments on the balance sheet as either assets or liabilities measured at their estimated fair
value. We record realized gains and |osses from the settlement of commodity derivative instruments and unrealized gains and losses
from the change in fair value of the derivatives as components of other income and expense. We currently do not utilize any
derivatives to manage our exposure to variable interest rates, but may do so in the future.

Therelated cash flow impact of our derivative activities are reflected as cash flows from operating activities. See Note [3] for amore
detailed discussion of our derivative activities.

Qil and Gas Properties and Other Equipment

Proved Oil and Gas Properties. We follow the successful efforts method of accounting for our oil and gas properties. Under this
method of accounting, all property acquisition costs and costs of exploratory and development wells are capitalized when incurred,
pending determination of whether the well found proved reserves. If an exploratory well does not find proved reserves, the costs of
drilling the well are charged to expense. Exploratory dry hole costs are included in cash flows from investing activities as part of
capital expenditures within the accompanying statements of cash flows. The costs of development wells are capitalized whether those
wells are successful or unsuccessful. Geological and geophysical costs, delay rentals and the costs of carrying and retaining unproved
properties are expensed asincurred.

Depletion, depreciation and amortization (“DD&A™) of capitalized costs related to proved oil and gas properties is calculated on a
project area-by-project area basis using the units-of-production method based upon proved developed reserves. Natural gas is
converted to barrel equivalents at the rate of six thousand cubic feet of natural gasto one barrel of oil.

Expenditures for maintenance, repairs and minor renewals necessary to maintain properties in operating condition are expensed as
incurred. Major improvements, replacements and renewals are capitalized to the appropriate property and equipment accounts.
Estimated dismantlement and abandonment costs for oil and natural gas properties are capitalized at their estimated net present value
and amortized on a unit-of-production basis over the remaining life of therelated proved devel oped reserves.

We review our proved oil and gas properties for impairment whenever events and circumstances indicate that the carrying value of the
properties may not be recoverable. When determining whether impairment has occurred, the expected undiscounted future cash flows
of our oil and gas properties are compared to the carrying amount of the properties to determine if the carrying amount is recoverable.
If the carrying amount exceeds the estimated undiscounted future cash flows, the carrying amount of the properties is reduced to the
estimated fair value. The factors used to determine fair value are subject to management’s judgment and include, but are not limited
to, recent sales prices of comparable properties, estimates of proved reserves, future commodity prices, future production estimates,
anticipated capital expenditures, and a commensurate discount rate. These assumptions represent Level 3 inputs, as further discussed
in Note [4]. We recorded no impairment on proved oil and natural gas properties for the years ended December 31, 2010 and 2009
and recorded $1.4 million for the year ended December 31, 2008.

Unproved Oil and Gas Properties. Unproved oil and natural gas property costs are transferred to proved oil and natural gas properties
if the properties are subsequently determined to be productive and are assigned proved reserves. Unproved properties consist of costs
incurred to acquire unproved leases. Lease acquisition costs are capitalized until the leases expire or when specifically identified
leases revert to the lessor, at which time the associated |ease acquisition costs are expensed. Unproved properties are periodically
evaluated for impairment on a property-by-property basis based on several factors, including remaining lease terms, drilling results or
future plans to devel op acreage and we record impairment expense for any decline in value. We recorded no impairment charge for
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the years ended December 31, 2010, 2009 and 2008.

Oil and Gas Reserves.The estimates of proved oil and natural gas reserves utilized in the preparation of the financial statementsare
estimated in accordance with the rules established by the Securities and Exchange Commission (“SEC”) and the Financial Accounting
Standards Board (“FASB”), which subsequent to December 31, 2008 require that reserve estimates be prepared under existing
economic and operating conditions using a 12-month average price with no provision for price and cost escalationsin future years
except by contractual arrangements. TheCompany’ s annual reserve estimates were prepared by third-party petroleum engineers.
Reserve estimates are inherently imprecise. Accordingly, the estimates are expected to change as more current information becomes
available. It ispossiblethat, because of changesin market conditions or the inherent imprecision of reserve estimates, the estimates of
future cash inflows, future gross revenues, the amount of oil and natural gas reserves, the remaining estimated lives of oil and natural
gas properties, or any combination of the above may be increased or reduced. Increases in recoverable economic volumes generally
reduce per unit depletion rates while decreases in recoverable economic volumes generally increase per unit depletion rates.

In January 2010, the FASB issued an Accounting Standards Update (“ASU”), Oil and Gas Reserve Estimations and Disclosures. This
update aligns the current oil and natural gas reserve estimation and disclosure requirements of ASC Topic 932, Extractive Activities
— Qil and Gas, with the requirementsin the SEC’ sfinal rule, Modernization of Oil and Gas Reporting Requirements (the “Final
Rule”), which was issued on December 31, 2008 and was effective for the year ended December 31, 2009. The Final Rule was
designed to modernize and update the oil and natural gas disclosure requirementsto align with current practices and changesin
technol ogy.

The Final Rule permitsthe use of new technol ogies to determine proved reserves estimates if those technol ogies have been
demonstrated empirically to lead to reliable conclusions about reserve volume estimates. The Final Rule will also allow, but not
require, companies to disclose their probable and possible reserves to investors. In addition, the new disclosure requirements require
companies to: (i) report the independence and qualifications of itsreserves preparer or auditor; (ii) file reports when athird party is
relied upon to prepare reserves estimates or conduct a reserves audit; and (iii) report oil and natura gas reserves using an average price
based upon the prior 12-month period rather than a year-end price. The Final Rule became effective for fiscal years ending on or after
December 31, 2009. The Company’s 2009 and 2010 depl etion cal culations were based upon proved reserves that were determined
using the new reserve rules.The depletion calculation in 2008 was based on the prior SEC methodol ogy.

Sales of Proved and Unproved Properties. The sale of a partial interest in an unproved property is accounted for as arecovery of cost
when substantial uncertainty exists as to recovery of the cost applicable to the interest retained. A gain on the sale isrecognized to the
extent the sales price exceeds the carrying amount of the unproved property. A gain or loss is recognized for all other sales of
nonproducing properties and isincluded in the results of operations.

Other Property and Equipment. Other property and equipment such as office furniture and equipment, buildings, and computer
hardware and software are recorded at cost. Costs of renewal s and improvements that substantially extend the useful lives of the assets
are capitalized. Maintenance and repair costs are expensed when incurred. Depreciation is calculated using the straight-line method
over the estimated useful lives of the assets which range from one to three years. When other property and equipment is sold or
retired, the capitalized costs and related accumulated depreciation are removed from the accounts.

Debt Issue Costs. Costs incurred in connection with the issuance of long-term debt are deferred and charged to interest expense over
the term of therelated debt under the effective interest method.

Asset Retirement Obligations (“AROs’). We recognize an estimated liability for future costs associated with the abandonment of our
oil and gas properties. A liability for the fair value of an asset retirement obligation and corresponding increase to the carrying value
of the related long-lived asset are recorded at the time a well is completed or acquired. The increase in carrying value is included in
proved oil and gas properties in the accompanying balance sheets. We deplete the amount added to proved oil and gas property costs
and recognize expense in connection with the accretion of the discounted liability over the remaining estimated economic lives of the
respective oil and gas properties. Refer to Note [5].

Income TaxesWe are not subject to federal income taxes. As a result, our earnings or losses for federal income tax purposes are
included in the tax returns of our Parent’ sindividual members.

These financial statements have been prepared in anticipation of a proposed initial public offering (“IPO”) of our common stock. In
connection with the 1PO, we will convert into a Delaware corporation and will be treated as a corporation under the Internal Revenue
Code and will be subject to federal income taxes. Accordingly, a pro formaincome tax provision has been disclosed asif we were a
corporation for all periods presented. We have computed pro formatax expense using a 35% corporate-level federal tax rate. The
effective tax rate includes a corporate level state income tax rate with consideration to apportioned income for each state of operation.
This combined rate is adjusted for permanent differences.
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Revenue Recognition. We earn revenue primarily from the sale of produced crude oil and natural gas. We report revenue as the gross
amount received before taking into account production taxes and transportation costs, which are reported as separate expenses.
Revenue is recorded in the month production is delivered to the purchaser, but payment is generally received between 30 and 90 days
after the date of production. No revenue is recognized unlessit is determined that title to the product has transferred to a purchaser. At
the end of each month we estimate the amount of production delivered to the purchaser and the price we will receive. We use our
knowledge of properties, their historical performance, anticipated effect of weather conditions during the month of production, New
York Mercantile Exchange (“NYMEX”) and local spot market prices, and other factors as the basis for these estimates. We use the
sales method to account for gasimbalances. Under this method, revenue isrecorded on the basis of gas actually sold by the Company.

Recent Accounting Pronouncements

In December 2010, the FASB issued an accounting standards update relating to disclosure of supplementary pro formainformation for
business combinations. This guidance provides clarification on disclosure requirements and amends current guidance to require
entities to disclose pro formarevenue and earnings of the combined entity as though the acquisition date for all business combinations
that occurred during the current year had been as of the beginning of the comparable prior annual reporting period. Qualitative
disclosures describing the nature and amount of any material, nonrecurring pro forma adjustments directly attributable to the business
combinations included in the reported pro forma revenue and earnings are also required. This guidance is effective for business
combinations with acquisition dates on or after the beginning of the first annual reporting period beginning on or after December 15,
2010, with early adoption permitted. This pronouncement affects only disclosures and did not impact our financial condition and
results of operations.

In May 2011, the FASB issued an accounting standards update related to fair value measurements and disclosures to improve the
comparability offair value measurements presented and disclosed in financia statements prepared in accordance with United States
GAAP and International FinancialReporting Standards. This guidance includes amendments that clarify the intent about the
application of existing fair value measurement requirements, while other amendments change a principle or requirement for measuring
fair value or for disclosing information about fair value measurements. Specifically, the guidance requires additional disclosures for
fair value measurements that are based on significant unobservable inputs. The updated guidance is to be applied prospectively and is
effective for our interim and annual periods beginning January 1, 2012. The adoption of this guidance is not expected to have a
material impact on our financia condition, results of operations or cash flows.

In January 2010, the FASB issued authoritative guidance to update certain disclosure requirements and added two new disclosure
requirements related to fair value measurements. The guidance requires a gross presentation of activities within the Level 3 roll
forward and adds a new requirement to disclose details of significant transfers in and out of Level 1 and 2 measurements and the
reasons for the transfers. The new disclosures are required for all companies that are required to provide disclosures about recurring
and nonrecurring fair value measurements, and is effective the firgt interim or annual reporting period beginning after December 15,
2009, except for the gross presentation of the Level 3 roll forward information, which is required for annual reporting periods
beginning after December 15, 2010 and for interim reporting periods within those years. The adoption of this guidance did not have a
significant impact on our financial position, results of operations or cash flows.

Note 3—Commodity Derivative I nstruments

We hedge a portion of our crude oil sales using derivative instruments that are based on the NYMEX futures contracts for West Texas
Intermediate light, sweet crude. This exposes us to a market basis differentid risk if the NYMEX futures do not move in exact parity
with our underlying sales of crude oil produced in the Uinta Basin. Additionally, we use both NYMEX futures based upon the sale of
Henry Hub (“HH") natural gas aswell asfixed price and basis swaps for natural gas sold on the Rocky Mountains Northwest pipeline
(“NWPL") index.

Our derivative contracts are carried at their fair value on our balance sheet. We estimate the fair value using risk adjusted discounted
cash flow calculations. Cash flows are based on published forward commodity price curves for the underlying commodity as of the
date of the estimate. For collars, we estimate the option value of the contract floors and ceilings using an option pricing model which
takes into account market volatility, market prices and contract terms. The fair values of our derivative ingrumentsin an asset position
include a measure of counterparty credit risk, and the fair values of instruments in a liability position include a measure of our own
nonperformance risk. Due to the volatility of commodity prices, the estimated fair values of our derivative instruments are subject to
fluctuation from period to period, which could result in significant differences between the current estimated fair value and the
ultimate settlement price. Refer to Note [4].

At December 31, 2010, the notiona volumes of our commodity derivatives and their settlement periods were as follows:
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Commodity Index Instrument Unit 2011 2012 2013 2014 2015
il WTI Swap Bbl 159,100 87,800 105,250 88,000 64,400
il WTI Collar Bbl 36,000 46,000 - - -

Natural Gas HH Swap MM Btu 450,000 108,000 - - -
Natural Gas NWPL Basis Swap MMBtu 450,000 359,004 - - -

Natural Gas NWPL  Swap MM Btu 259,000 416,204 423,500 358,300 261,600

The following schedulesreflect the fair values of derivative instrumentsin our financial statements:

Der ivative Assets Derivative Liabilities
Balance Sheet Fair Value Balance Sheet Fair Value
Location 2010 2009 Location 2010 2009
Current assets $ 582 % - Current liabilities $ 1153 $ 490
Long-termassets A4 - Long-termliabilities 2,324 446
$ 26 $ - $ 3477 $ 936

As we do not apply hedge accounting, our earnings are affected by the use of the mark-to-market method of accounting for derivative
financial instruments. The changes in fair value of these instruments are recognized through earnings as other income or expense
rather than being deferred until the anticipated transaction affects earnings. The use of mark-to-market accounting for financial
instruments can cause non-cash earnings volatility due to changes in the underlying commodity price indices. The ultimate gain or 10ss
upon settlement of these transactionsis also recognized in earnings as other income or expense.

We recognized the following gains (losses) in earnings for the years indicated:

Amount of gain (loss) recognizedin income
Year Ended December 31,

L ocation of gain (10ss) 2010 2009 2008
Gain (loss) on settled commodity derivatives Other income (epense)  $ 1082 $ (8%) $
Loss on unrealized commodity derivatives Other income (expense) (1,616) (936)
$ (534 $ (1832) $

Commodity Price Risk

Our principal market risks are our exposure to changes in commodity prices, particularly to the prices of oil and natural gas. The
prices of oil and natural gas are subject to market fluctuations in response to changes in supply, demand, market uncertainty and a
variety of additional factors beyond our control. We monitor these risks and enter into commaodity derivative transactions designed to
mitigate the impact of commodity price fluctuations on our business.

In an effort to reduce the variability of our cash flows we have hedged the commodity prices associated with a portion of our expected
oil and natural gas volumes for the years 2011 through 2015 by entering into derivative financial instrumentsincluding swaps and zero
cost collars. With swaps, we typically receive an agreed upon fixed price for a specified notional quantity of oil or natural gas and we
pay the hedge counterparty a floating price for that same quantity based upon published index prices. We utilize zero cost collars by
obtaining a put (floor) and cal (ceiling) to mitigate additional price volatility. Our commodity derivatives may expose us to the risk
of financia loss in certain circumstances. Our derivative arrangements provide us protection on the hedged volumes if market prices
decline below the prices at which these derivatives are set. If market prices rise above the prices at which we have hedged, we will
receive less revenue on the hedged volumes than we would receive in the absence of hedges.

Derivative Counterparty Risk

Where we are exposed to credit risk in our financia instrument transactions, management analyzes the counterparty’s financial
condition prior to entering into an agreement, establishes credit limits and monitors the appropriateness of these limits on an ongoing
basis. Generally, management does not require collateral and does not anticipate nonperformance by our counterparties.

Our counterparty credit exposure related to commodity derivative instruments is represented by the fair value of contracts with a net
positive fair valueto us at the reporting date. These outstanding instruments expose us to credit risk in the event of nonperformance by
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the counterparties to the agreements. Should the creditworthiness of our counterparties decline, our ability to mitigate nonperformance
risk is limited to a counterparty agreeing to either a voluntary termination and subsequent cash settlement or a novation of the
derivative contract to a third party. In the event of a counterparty default, we may sustain a loss and our cash receipts could be
negatively impacted.

As of December 31, 2010, affiliates of BP accounted for all of our counterparty credit exposure related to commodity derivative
instruments. BP is a major integrated oil and gas company possessing investment grade credit ratings based upon minimum credit
ratings assigned by Standard& Poor’ s Ratings Services.

Note 4—Fair Value M easur ements

Fair value is the price that would be received to sell an asset or paid to transfer a liability in an orderly transaction between market
participants at the measurement date (exit price). The authoritative guidance requires disclosure of the framework for measuring fair
value of financial and non-financial assets and liabilities. Financial assets and liabilities are measured at fair value on a recurring
basis. Non-financia assets and liabilities, such as asset retirement obligations and proved oil and natural gas properties upon
impairment, are recognized at fair value on a non-recurring basis.

We categorize the inputs to the fair value of our financial assets and liabilities using athree-tier fair value hierarchy that prioritizes the
significant inputs used in measuring fair value:

Level 1 — Quoted prices are available in active markets for identical assets or liabilities as of the reporting date. Active
markets are those in which transactions for the asset or liability occur in sufficient frequency and volume to provide
pricing information on an ongoing basis. Level 1 primarily consists of financial instruments such as exchange-traded
derivatives, listed securities and U.S. government treasury securities.

Level 2 — Pricing inputs are other than quoted prices in active markets included in Level 1, which are either directly or
indirectly observable as of the reporting date; Level 2 includes those financial instruments that are valued using models
or other valuation methodologies. These models are primarily industry-standard models that consider various
assumptions, including quoted forward prices for commodities, time value, volatility factors and current market and
contractual pricesfor the underlying instruments, as well as other relevant economic measures. Substantially all of these
assumptions are observable in the marketplace throughout the term of the instrument, can be derived from observable
data or are supported by observable levels at which transactions are executed in the marketplace. Instruments in the
category include non-exchange-traded derivatives such as over-the-counter forwards, swaps and options.

Level 3 — Pricing inputs include significant inputs that are generaly less observable from objective sources. These
inputs may be used with internally developed methodol ogies that result in management’ s best estimate of fair value and
we do not have sufficient corroborating market evidence to support classifying these assets and liabilitiesas Level 2.

The following tables set forth, by level within the fair value hierarchy, our financial assets and liabilities measured at fair value on a
recurring basis as of December 31, 2010 and 2009. These financial assets and liabilities are classified in their entirety based on the
lowest level of input that is significant to the fair value measurement. Our assessment of the significance of a particular input to the
fair value measurement requires judgment, and may affect the valuation of the fair value assets and liabilities and their placement
within the fair value hierarchy levels.

As of December 31, 2010 Tota Levd 1 Level 2 Lewl 3
Assets fromcommodity derivative contracts $ 926 $ - $ 926 $ -
Liabilities from commodity derivative contracts 3477 - 3477 -
As of December 31, 2009 Tota Levd 1 Level 2 Lewl 3
Assets fromcommodity derivative contracts $ - $ - $ - $ -
Liabilities from commodity derivative contracts 936 - 936 -

Fair Value of Other Financial Insruments

The carrying value of our credit facilities approximates their fair values, as the interest rates are based on prevailing market rates. The
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carrying values of items comprising current assets and current liabilities approximate fair values due to the short-term maturities of
these instruments.

Assets and Liabilities Measured on a Non-recurring Basis

We review our proved and unproved oil and natural gas properties for impairment whenever events and circumstances indicate that a
decline in the recoverahility of their carrying value may have occurred. Our analysis takes into account several factors, including
future cash flows, the determination of the values of any possible or probable reserves, and, if applicable, appropriate risk-weighting
discounts, al of which would be classified within Level 3.

Additionaly, we use fair value to determine the inception value of its asset retirement obligations. The inputs used to determine such
fair value are primarily based upon costs incurred historically for similar work, aswell as estimates for costs that would be incurred to
restoreleased property to the contractually stipulated condition and would generally be classified within Level 3.

Note 5—Asset Retirement Obligations

We recognize the fair value of aliability for an asset retirement obligation in the period in which it isincurred if a reasonable estimate
of fair value can be made. The associated asset retirement costs are capitalized as part of the carrying amount of the long-lived asset.
Qil and gas producing companies incur this liability which includes costs related to the plugging of wells, theremoval of facilities and
equipment, and Site restorations, upon acquiring or drilling a successful well. Subsequent to initial measurement, the asset retirement
liability is accreted each period. If the fair value of a recorded asset retirement obligation changes, arevision is recorded to both the
asset retirement obligation and the asset retirement capitalized cost.

Our asset retirement obligations are included in our balance sheets as a component of other long-term liabilities. The changes in our
aggregate asset retirement obligations at the dates indicated are as follows:

Year ended December 31,

2010 2009 2008
Beginning of period $ 636 $ 91 $ 129
Additions 485 104 2717
Changein cash flow estimate (260) - -
Accretion expense 105 11 145
End of period $ %6 $ 636 $ 491

Note 6—Debt Obligations
Credit Facility

On March 9, 2010, weentered into a credit agreement which provided for a three-year $100.0 million credit facility. This facility
matures March 9, 2013. The borrowing baseis required to be redetermined twice per year. Future borrowing bases will be computed
based on proved natural gas and oil reserves, hedge positions and estimated future cash flows from those reserves, as well as any other
outstanding debt of the Company.

Borrowings under the facility bear interest, at the Company’s election, a a London Interbank Offered Rate (“LIBOR”) or a base rate
(as defined in the Upstream Facility), plus in each case an applicable margin based on the utilization percentage of the facility. The
applicable margin varied from 2.75% to 3.50% for LIBOR rate loans and 1.75% to 2.50% for base rate loans. LIBOR and base rate
loans are subject to a floor of 2.00%. The Company paid an annua commitment fee of 0.5% of the unused amount of the
commitments. The weighted average interest rate on the Upstream Facility was 4.9% during 2010.

The facility is secured by oil and natural gas properties representing at least 80% of the value of our proved reserves, a pledge of our
stock and a parent guarantee from Ute Energy LLC. The facility contains certain covenants, including among others, restrictions on
indebtedness, restrictions on liens, restrictions on mergers, restrictions on investments, restrictions on dividends and payments to our
Parent, and restrictions on hedging activity. The financia covenants require Upstream to maintain a current ratio (as defined) of at
least 1.0t0 1.0, an interest coverage ratio (as defined) of at least 3.0 to 1.0 and a leverage ratio (as defined) not greater than 3.0to 1.0.
We were in compliance with its financial covenants as of December 31, 2010.

As of December 31, 2010, we had $10.0 million drawn out of $25.0 million available under the borrowing base on the facility.
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Subsequent to year-end, this facility was paid down and dosed in conjunction with our Parent entering into a new global credit
facility. Refer to Note [X].

Note 7—Management | ncentive Units

Our Parent sponsors an Amended Management Incentive Plan (“the Amended Plan”) authorized in 2010 in which Management
Incentive Units (“MIUSs’) may be granted to employees, contractors and strategic partners at the discretion of management. The MIUs
are considered profits interests and participate in certain distribution events of the Parent only after certain return thresholds are met by
all other classes of member interests The Amended Plan provides for up to 2.6 million of MIUs to be issued.

Compensation expense for these awards will be recognized when all performance, market and service conditions are probable of being
satisfied. Accordingly, no fair value was assigned to the M1Us upon issuance and as the payout is still uncertain there isdeemed to be
no fair value at December 31, 2010.

Note 8—Commitments and Contingencies
We entered into various office space leases, and other leases of property and equipment under non-cancel able agreements that require

fixed monthly rental payments and expire at various periods in the future. As of December 31, 2010, we had the following non-
cancelable commitments:

2011 $ 1,047

2012 (1) 329

2013 10,329

2014

2015

Thereafter -
Total $ 11,705

(1) Includes the repayment of the current amounts outstanding under our Upstream Facility at maturity in 2013.

Legal Proceedings

We are not a party to any legal proceedings, regulatory proceedings, or claims, suits or complaints which, if resolved unfavorably,
would have a material effect on our financia position, results of operations, or cash flows.

Note 9—Related-Party Transactions

Relationship with the Ute Indian Tribe

The Tribe holds three of seven Board of Managers seats and owns51% of our Parent. We occasionally enter into transactions with the
Tribe and its affiliates.We incurred $0.1 million, $0.1 million and $[X.X] million in transactions with the Tribe during 2010, 2009 and
2008.

Relationship with Quantum

Quantum Energy Partners and Quantum Resources Management (collectively, “Quantum”), own 49% of Upstream based upon their

equity ownership in our Parent. We incurred $[0.7] million, $[0.5] million and $[0.9] million in expenses with Quantum in 2010,
2009 and 2008.
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Note 10—Unaudited Supplemental Oil and Gas Disclosur es (Unaudited)

Costs Incurred

The following table sets forth the capitalized costs incurred in our oil and gas production, exploration and devel opment activities:

Year ended December 31,

2010 2009 2008
Development costs $ 61¢5 $ 10226 $ 27,738
Asset retirement obligation 485 104 217
Acquisition of unproved properties 3,789 255 571
$ 66219 $ 10585 $ 28,526

Oil and Gas Reserve Quantities

The reserve information presented below is based on estimates of net proved reserves as of December 31, 2010, 2009 and 2008 that
were prepared by internal petroleum engineers in accordance with guidelines established by the SEC and were audited by the
Company’s independent petroleum engineering firm Ryder Scott Company, LPin 2010 and Cawley Gillespie and Associates, Inc. in

2009 and 2008

F-15



Proved oil and gas reserves are the estimated quantities of crude oil and natural gas which geological and engineering data
demonstrate with reasonable certainty to be recoverable in future years from known reservoirs under existing economic and operating
conditions (i.e., prices and costs as of the date the estimate is made). Proved developed oil and gas reserves are reserves that can be
expected to be recovered through existing wells with existing equipment and operating methods. Our proved reserves are located
entirely within the United States.

The following table sets forth information regarding the Company’s estimated net total proved and proved developed oil and gas
reserve quantities:

Oil (MBbls) Gas(MMcf) Liquids (MBhs) Total (Mboe)

Proved reserves:
Balance December 31, 2007
Acquisitions of reserves
Bxensions, discoveries and other additions
Revisions of previous estimates
Sales of reserves

Production

Balance December 31, 2008 627 2434 14 1,046
Acquisitions of reserves - - - -
Bxtensions, discoveries and other additions 1,078 2,640 a4 1,562
Revisions of previous estimates 1,998 4,349 39 2,762
Sales of reserves €} (150) - (28
Production (165) (571 (6) (266)

Balance December 31, 2009 3,535 8,702 91 5,076
Acquisitions of reserves - - - -
Bxtensions, discoveries and other additions 4,579 10,714 11 6,476
Revisions of previous estimates (513) (859) ©)] (664)
Sales of reserves - - - -
Production (509) (1,241) 8 (724)

Balance December 31, 2010 7,092 17,316 185 10,164

Proved developed reserves
December 31, 2008
December 31, 2009 205 3,055 37 1,451
December 31, 2010 2,493 7,077 73 3,747

Proved undeveloped reserves
December 31, 2008
December 31, 2009 2,630 5,647 54 3,625
December 31, 2010 4,599 10,239 11 6,417

During 2010, the Company increased itstotal proved reserves by 5.1 MMBOE. Proved developed reservesincreased 2.3 MMBOE, or
45% of thetotal increase in proved reserves. Proved undevel oped reserves increased 2.8 MMBOE or 55% of total increased in proved
reserves.

ADD TO NARRATIVE FROM MD&A —and create 2008 analysis

The Company’ s proved devel oped reserve additions were a result of ongoing development drilling in the Blacktail Ridge, Bridgeland
and Monument Butte EDAs. The increase in the Company's proved undeveloped reserves results subsequent drilling location
availability asaresult of development drilling in the previously mentioned areas.

Sandardized Measure of Discounted Future Net Cash Flows

For the years ended December 31, 2010, 2009 and 2008, future cash inflows are calculated by applying the current SEC 12-month
average pricing of oil and gas relating to the Company’s proved reserves to the year-end quantities of those reserves. For the year

F-16



ended December 31, 2010, calculations were made using SEC prices of $67.87 per Bbl WTI index for ail, $3.82 per MMBtu Henry
Hub index for gas and $56.40 per Bbl Mt. Belvieu index for NGLs For the year ended December 31, 2009, calculations were made
using SEC prices of $61.18 per Bbl WTI index for ail, $3.87 per MMBtu for Henry Hub index for gas and $42.83 per Bbl Mt Belvieu
index for NGLs.

The assumptions used to calculate estimated future cash inflows do not necessarily reflect the Company's expectations of actual
revenues or costs, nor their present worth. In addition, variations from the expected production rate also could result directly or
indirectly from factors outside of the Company’s control, such as unexpected delays in development, changes in prices or regulatory
or environmental policies. The reserve valuation further assumes that all reserves will be disposed of by production. However, if
reserves are sold in place, additional economic considerations could also affect the amount of cash eventually realized.

Future devel opment and production costs are cal culated by estimating the expenditures to be incurred in devel oping and producing the
proved oil and gas reserves at the end of the year, based on year-end costs and assuming continuation of existing economic conditions.

A 10% annual discount rate was used to reflect the timing of the future net cash flows relating to proved oil and gasreserves. Asa
limited liability company, we are a pass through entity for tax purposes. The effect of future net income taxes has been excluded from
the standardized measure of discounted future net cash flows.

The following table presents the standardized measure of discounted net cash flows related to proved oil and gas reserve for the
periods indicated:

Year ended December 31,

2010 2009 2008

Future cash inflows $ 557962 $ 203,702
Future production costs (250,506) (77,948
Future development costs (117,062 (59,938)

Future net cash flows 190,34 65,817 -
10% annual discount (77,786) (36,302)

Sandardized measure of discounted future net

cash flows $ 112608 $ 29515 $ -

The present value (at a 10% annua discount) of future net cash flows from the Company’ s proved reservesis not necessarily the same
as the current market value of its estimated oil and natural gas reserves. The Company bases the estimated discounted future net cash
flows from its proved reserves on prices and costs in effect on the day of estimate in accordance with the applicable accounting
guidance. However, actual future net cash flows from its oil and natural gas properties will aso be affected by factors such as actual
prices the Company receives for oil and natural gas, the amount and timing of actual production, supply of and demand for il and
natural gas and changes in governmental regulations or taxation.

The timing of both the Company’ s production and incurrence of expenses in connection with the devel opment and production of oil
and natural gas properties will affect the timing of actual future net cash flows from proved reserves, and thus their actual present
value. In addition, the 10% annual discount factor the Company uses when cal cul ating discounted future net cash flows may not be the
most appropriate discount factor based on interest rates in effect from time to time and risks associated with the Company or the oil
and natural gasindustry in general.

F-17



A summary of changesin the standardized measure of discounted future net cash flows is as follows:

Year ended December 31,

2010 2009 2008

Standardized measure of discounted future net cash flows, beginning of period $ 29515 $ 10,278

Sales of oil and gas, net of production costs and taxes (31,907) (3,716)

Extensions, discoveries and improved recovery, less related costs 70,681 11,808

Revisions of previous quantity estimates (4,047) 6,887

Net changes in prices and production costs 21811 144

Previously estimated development costs incurred during the period 7,470 425

Changes in estimated future development costs 5,640 1,078

Accretion of discount 2,951 1,028

Acquisitions of reserves - -

Sales of reserves - (261)

Changes in production rates (timing) and other 10,494 1,844
Standardized measure of discounted future net cash flows, end of period $ 112,608 $ 29515 $ -

Note 10—Subsequent Events
Revolving Credit Facility

On May 27, 2011, our Parent paid down the outstanding balance on our credit facility in connection with our Parent entering into a
new revolving credit facility. Unamortized debt issue costs of $0.8 million were written-off and charged to expense at the pay-off
date.

The Parent credit facility had an initial global borrowing base of $90 million comprised of an oil and gas borrowing base of $[X]

million and a midstream borrowing base of $[X] million. As of the date of this report, the Parent facility had a $180 million
borrowing base of which $135 million was based on the upstream oil and gas assets.

Randlett Acquisition
On April 20, 2011, we acquired approximately5,291net acres and seven producing wells in the Randlett area of the Uinta Basin. The
fair value of the assets acquired was $5.0 million and the purchase price wascomprised of a $2.5 million cash payment and a

conditional obligation of $2.5 million, subject to closing adjustments. The conditional obligation was resolved in July 2011 by the
action of one of our shareholders. The remaining $2.5 million was recognized in equity as a capital contribution.

Bridgeland Acreage Acquisition

On June, 15, 2011, we acquired approximately 3,964 undeveloped net acres under an Area of Mutual Interest election in our
Bridgeland project area of the Uinta Basin for $12.1 million.

Horseshoe Bend Acquisition
On November 30, 2011, we acquired approximately 29,281 net acres and 50 producing wells in the Horseshoe Bend project area and

approximately 6,062 net acres in the Randlett project area of the Uinta Basin for $100 million in cash, subject to customary post-
closing adjustments. Refer to the Horseshoe Bend Acquisition Properties financia statements el sewherein this prospectus.
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UTEENERGY UPSTREAM HOLDINGSLLC

BALANCE SHEETS
(UNAUDITED)

ASSETS
Current assets:
Cash and cash equivaents
Accounts receivable
Conmodity derivative assets
Materials inventory
Cther current assets
Total current assets

Property and equipment (successful efforts method), at cost:
Proved oil and gas property costs
Unproved oil and gas property costs
Other property and equipment
Less: accumulated depletion, depreciation and amortization
Tota property and equipment, net
Other noncurrent assets:
Conmodity derivative assets
Unamortized debt issue costs
Total other noncurrent assets

Total assets

LIABILITIES AND OWNER'SEQUITY
Current liabilities:
Accounts payable and accrued expenses
Conmodity derivative liabilities
Total current liabilities
Long-termliabilities:
Long-termdebt
Conmodity derivative liabilities
Asset retirement obligations
Total noncurrent liabilities
Owner's equity:
Parent investment
Tota owner's equity
Totdl liabilities and owner's equity

September 30,
2011

December 31,
2010

(in thousands)

$ 27 $ 67
14,165 9,035
13,485 582
529 -
46 116
28,441 9,800
216,748 112514
2877 4,862
234 74
(49,022) (28,605)
190,837 88,845
20,330 344
2214 672
2,54 1,016
$ 241823 $ 99,661
$ 3H36 $ 18,667
7 1,153
35,383 19,820
36,847 10,000
184 2324
1,705 966
38,736 13290
167,704 66,551
167,704 66,551
$ 241823 $ 99,661

The accompanying notes are an integral part of these financial statements.
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UTEENERGY UPSTREAM HOLDINGS LLC
STATEMENTS OF OPERATIONS

Qil and gas revenue

Operating expenses.
Lease operating expenses
Production taxes
Gathering and transportation expenses
Depreciation, depletion and amortization
Bxploration expense
General and administrative expenses

Total operating expenses
Income fromoperations

Other income (expense):
Net gain on commodity derivatives

Interest expense
Write-off deferred debt issue costs
Interest and other income (expense)

Total other income
Net income

Pr ofor mainfor mation:
Net income as reported

(UNAUDITED)

Pro forma adjustment for income tax (expense) benefit

Pro forma net income

Basic and diluted net income (loss) per share
Weighted average number of shares outstanding:

Basic
Diluted

Nine Months Ended September

30,
2011 2010

(in thousands)
$ 56,871 $ 26,434
7,503 2,539
2,741 2,437
3,586 1,546
20,508 9,313
68 59
5,235 1,635
39,641 17,530
17,229 8,904
35,657 3,383
(945) (283)

(814) -

- (16)
33,898 3,084
$ 51,127 $ 11,988
$ 51,127 $ 11,988
(18,699) (4,306)
$ 428 $ 7,682

The accompanying notes are an integral part of these financial statements.
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UTEENERGY UPSTREAM HOLDINGS LLC
STATEMENTS OF CHANGES IN OWNER'S EQUITY

(UNAUDITED)
Parent
i nvestment
Balance at December 31, 2009 $ 31,34
Parent contributions 24,071
Net income 11,146
Balance at December 31,2010 $ 66,551
Parent contributions 50,027
Net income 51,126
Balance at September 30, 2011 $ 167,704

The accompanying notes are an integral part of these financial statements.
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UTEENERGY UPSTREAM HOLDINGS LLC

STATEMENTS OF CASH FLOWS

(UNAUDITED)

Cash flows from oper ating activities:
Net income
Adjustments to reconcile net income to cash flows
fromoperating activities:
Depreciation, depletion and amortization
Write-off deferred debt issue costs
Amortization of debt issue costs
Unrealized gain on commodity derivative activities
Change in operational assets and liabilities:
Accounts receivable
Other assets
Accounts payable and accrued expenses
Net cash provided by operating activities
Cash flows frominvesting activities:
Additions to oil and gas properties
Leasehold and acquisition costs
Net cash (used in) investing activities
Cash flows from financing activities:
Debt borrowed under Parent credit facility
Borrowings under credit facility
Repayments of borrowings under credit facility
Contributions from Parent
Debt issue costs
Net cash provided by financing activities
Net increase in cash and cash equivalents
Cash and cash equivalents, beginning of period
Cash and cash equivalents, end of period

Supplemental cash flow information:
Cash interest paid

Supplemental non-cash investing activities:
Current liabilities incurred to finance oil and gas properties
Asset retirement obligations from new wells
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Nine Months Ended September

30,
2011 2010
(in thousands)

$ 51,126 $ 11,988
20,508 9,313

814 -
141 14
(36,175) (2,211
(5,130 (5,655)
71 1573
2,202 (76)
33,557 15,026
(88,3%4) (29,999)
(19,391) (357)
(107,785) (30,351)

36,847 -
22500 11,500
(32,500) (12,500)
50,027 19,409
(2,497) (79
74,377 18,615
149 3,290
67 162
$ 216 $ 3452
239 131
2,670 17,780
630 468



UTE ENERGY UPSTREAM HOLDINGSLLC
NOTESTO FINANCIAL STATEMENTS
(UNAUDITED)

Except as noted within the context of each footnote disclosure, the dollar amounts presented in the tabular data within these
disclosures are stated in thousands of dollars.

Note 1—Organization, Operations and Basis of Presentation
Organization and Operations

Ute Energy Upstream Holdings LLC, a Delaware limited liability company formed on April 15, 2008, is an independent oil and
natural gas company engaged in the exploration, development, production and acquisition of crude oil and natural gas reserves
focused primarily on devel oping crude oil reserves in the Uinta Basin in Utah. Unless the context requires otherwise, references to
“we’, “us’, “our”, “Ute” or “the Company” are intended to reference Ute Energy Upstream Holdings LLC. Our parent company, Ute
Energy LLC (“Parent”), was formed by the Ute Indian Tribe of the Uintah and Ouray Reservation (the “Tribe”) in 2005 to participate
in the exploration and devel opment of the Tribe's mineral estate in the Uinta Basin.  Although we were formed in 2008, we had no
assets or operating activities until March 2010. In March 2010, our Parent assigned all of its oil and gas participation rights and other
oil and gas assets as well as the related costs to theCompany. Oil and gas assets subsequently acquired by our Parent were also
assigned to us. This transfer of interests was accounted for as a transaction between entities under common control which requires us
to record the conveyances at our Parent’s historical basis applied retrospectively to the financial statements of al prior periods of the
Company beginning January 1, 2008.

Basis of Presentation

Throughout the periods covered by these financial statements, our Parent has provided working capital to fund our operations through
capital contributions and alocations of borrowings under its credit facility. The effect of this activity is reflected as Parent
contributions or borrowings under Parent credit facility in the accompanying financial statements.

The accompanying unaudited financial statements of the Company have been prepared in accordance with accounting principles
generally accepted in the United States (“GAAP’) for interim financia information. Pursuant to the rules and regulations of the
Securities and Exchange Commission (“SEC”), they do not include al of the information and footnotes required by GAAP for
complete financial statements. In the opinion of management, the accompanying unaudited financia statements include all
adjustments (consisting of normal and recurring accruals) considered necessary to present fairly the Company’s financial position as
of September 30, 2011, the Company’s results of operations, changes in owner’s equity and cash flows for the nine months ended
September 30, 2011 and 2010. Operating results for the nine months ended September 30, 2011 are not necessarily indicative of the
results that may be expected for the full year because of the impact of fluctuations in prices received for natural gas and ail, natural
production declines, timing of devel opment and exploration activities, the uncertainty of exploration and development drilling results
and other factors. For a more complete understanding of the Company’ s operations, financial position and accounting policies, these
financial statements should be read in conjunction with the Company’s audited financial statementsincluded elsewhere in this report.

In preparing the accompanying financial statements, we have reviewed, as determined necessary by us, events that have occurred after
September 30, 2011, up until the issuance of the financial satements. See Note [9].

Note 2—Accounting Policies and Related M atters

Allocation of Costs.These financia statementsinclude the direct costs of operations and employees dedicated to the Upstream
operations, aswell asan allocation of indirect general and administrative costs in accordance with Staff Accounting Bulletin (*SAB”)
Topic 1-B “Allocations of Expenses and Related Disclosure in Financia Statements of Subsidiaries, Divisions or Lesser Business
Components of Another Entity.” The Parent allocations include charges in addition to those direct costs that were incurred by the
upstream operations based upon estimates of activities related to the operation and administration of the upstream operations.
Additionaly, our Parent has funded our operations through cash contributions and have allocated to usinterest costs on the related
long-term debt on a basis cons stent with their cost of capital. Asaresult, certain assumptions and estimates were made in order to
allocate a reasonabl e share of such expenses to us, so that the amounts induded in the accompanying financial statements attributable
reflect substantially all of the costs of doing business. The debt allocations made at September 30, 2011 were made based upon actual
draws on the Parent facility made to fund our operations. Such allocations may or may not reflect future costs associated with our
operations.

Use of Estimates. The preparation of financial statements in conformity with GAAP requires management to make estimates and
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assumptions that affect the reported amounts of assets and liabilities and disclosures of contingent assets and liabilities at the date of
the financial statements and the reported amounts of revenues and expenses during the period. Estimates and judgments are based on
information available at the time such estimates and judgments are made. Adjustments made with respect to the use of these estimates
and judgments often relate to information not previously available. Uncertainties with respect to such estimates and judgments are
inherent in the preparation of financia statements. Estimates and judgments are used in, among other things, (1) estimates relating to
certain oil and natural gas revenues and expenses, (2) estimating oil and gas reserve quantities which impacts DD& A and impairment,
(3) developing fair value assumptions, including estimates of future cash flows and discount rates, (4) estimating our asset retirement
obligations, (5) determining amounts to accrue for contingencies, guarantees and indemnifications and (6) the allocation of certain
corporate costs from our Parent. Actual results may differ materially from estimated amounts.

Cash and Cash Equivalents.Cash and cash equivalents incdlude all cash on hand, demand deposits, and investments with original
maturities of three months or less. We consider cash equivalents to include short-term, highly liquid investments that are readily
convertible to known amounts of cash and which are subject to an insignificant risk of changesin value.

Accounts Receivable and Concentration of Credit Risk. The Company’s accounts receivables consist mainly of receivables from oil
and gas purchasers on our operated properties and from partners on our non-operated properties for our share of oil and gas sales.
Although diversified among several companies, collectability is dependent upon the financial wherewitha of each individual company
and isinfluenced by the general economic conditions of the industry. The Company records an alowance for doubtful accounts on a
case-by-case basis once there is evidence that collection is not probable. Receivables are not collateralized. As of September 30, 2011
and December 31, 2010, the Company had no allowance for doubtful accounts recorded.

Derivative Instruments. We use commodity derivative instruments to manage our exposure to oil and gas price volatility. All of the
commodity derivative instruments are utilized to manage price risk attributable to our expected oil and gas production, and we do not
enter into such instruments for speculative trading purposes. We do not designate any derivative instruments as hedges for accounting
purposes. We record al derivative instruments on the balance sheet as either assets or liabilities measured at their estimated fair
value. We record realized gains and |osses from the settlement of commodity derivative instruments and unrealized gains and losses
from the change in fair value of the derivatives as components of other income and expense. We currently do not utilize any
derivatives to manage our exposure to variable interest rates, but may do so in the future.

Therelated cash flow impact of our derivative activities are reflected as cash flows from operating activities. See Note [3] for amore
detailed discussion of our derivative activities.

Oil and Gas Properties and Other Equipment

Proved Oil and Gas Properties. We follow the successful efforts method of accounting for our oil and gas properties. Under this
method of accounting, all property acquisition costs and costs of exploratory and development wells are capitalized when incurred,
pending determination of whether the well found proved reserves. If an exploratory well does not find proved reserves, the costs of
drilling the well are charged to expense. Exploratory dry hole costs are included in cash flows from investing activities as part of
capital expenditures within the accompanying consolidated statements of cash flows. The costs of development wells are capitalized
whether those wells are successful or unsuccessful. Geological and geophysical costs, delay rentals and the costs of carrying and
retaining unproved properties are expensed as incurred.

Depletion, depreciation and amortization (“DD&A™) of capitalized costs related to proved oil and gas properties is calculated on a
project-by-project basis using the units-of-production method based upon proved developed reserves. Natural gas is converted to
barrel equivalents at therate of six thousand cubic feet of natural gasto one barrel of ail.

Expenditures for maintenance, repairs and minor renewals necessary to maintain properties in operating condition are expensed as
incurred. Major improvements, replacements and renewals are capitalized to the appropriate property and equipment accounts.
Estimated dismantlement and abandonment costs for oil and natural gas properties are capitalized at their estimated net present value
and amortized on a unit-of-production basis over the remaining life of therelated proved devel oped reserves.

We review our proved oil and gas properties for impairment whenever events and circumstances indicate that the carrying value of the
properties may not be recoverable. When determining whether impairment has occurred, the expected undiscounted future cash flows
of our oil and gas properties are compared to the carrying amount of the properties to determine if the carrying amount is recoverable.
If the carrying amount exceeds the estimated undiscounted future cash flows, the carrying amount of the properties is reduced to the
estimated fair value. The factors used to determine fair value are subject to management’s judgment and include, but are not limited
to, recent sales prices of comparable properties, estimates of proved reserves, future commodity prices, future production estimates,
anticipated capital expenditures, and a commensurate discount rate. We recorded no impairment on proved oil and natural gas
properties for the nine months ended September 30, 2011 and 2010.
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Materials Inventory. The Company’s materials inventory is primarily comprised of tubular goods and well equipment to be used in
future drilling operations. Inventory is charged to specific wells and transferred into oil and gas properties when used. Materials
inventory is valued at the lower of cost or market and totaled $0.6 million a September 30, 2011. We had no inventory at December
31, 2010. There were no materialsinventory write downs for the nine months ended September 30, 2011.

Oil and Gas Reserves.The estimates of proved oil and natural gas reserves utilized in the preparation of the financial statementsare
estimated in accordance with the rules established by the Securities and Exchange Commission (“SEC”) and the Financial Accounting
Standards Board (“FASB”), which subsequent to December 31, 2008 require that reserve estimates be prepared under existing
economic and operating conditions using a 12-month average price with no provision for price and cost escalationsin future years
except by contractual arrangements. TheCompany’ s annual reserve estimates were prepared by third-party petroleum engineers.
Reserve estimates are inherently imprecise. Accordingly, the estimates are expected to change as more current information becomes
available. It ispossiblethat, because of changesin market conditions or the inherent imprecision of reserve estimates, the estimates of
future cash inflows, future gross revenues, the amount of oil and natural gas reserves, the remaining estimated lives of oil and natural
gas properties, or any combination of the above may be increased or reduced. Increases in recoverable economic volumes generally
reduce per unit depletion rates while decreases in recoverable economic volumes generally increase per unit depletion rates.

Unproved Oil and Gas Properties. Unproved oil and natural gas property costs are transferred to proved oil and natural gas properties
if the properties are subsequently determined to be productive and are assigned proved reserves. Unproved properties consist of costs
incurred to acquire unproved leases. Lease acquisition costs are capitalized until the leases expire or when specifically identified
leases revert to the lessor, at which time the associated |ease acquisition costs are expensed. Unproved properties are periodically
evaluated for impairment on a property-by-property basis based on several factors, including remaining lease terms, drilling results or
future plans to devel op acreage and records impairment expense for any decline in value. We recorded no impairment charge for the
nine months ended September 30, 2011 and 2010.

Sales of Proved and Unproved Properties. The sale of a partial interest in an unproved property is accounted for as arecovery of cost
when substantial uncertainty exists as to recovery of the cost applicable to the interest retained. A gain on the sale isrecognized to the
extent the sales price exceeds the carrying amount of the unproved property. A gain or loss is recognized for all other sales of
nonproducing properties and isincluded in the results of operations.

Other Property and Equipment. Other property and equipment such as office furniture and equipment, buildings, and computer
hardware and software are recorded at cost. Costs of renewal s and improvements that substantially extend the useful lives of the assets
are capitalized. Maintenance and repair costs are expensed when incurred. Depreciation is calculated using the straight-line method
over the estimated useful lives of the assets which range from one to three years. When other property and equipment is sold or
retired, the capitalized costs and related accumulated depreciation are removed from the accounts.

Debt Issue Costs. Costs incurred in connection with the issuance of long-term debt are deferred and charged to interest expense over
the term of therelated debt under the effective interest method.

Asset Retirement Obligations (“AROs’). We recognize an estimated liability for future costs associated with the abandonment of our
oil and gas properties. A liability for the fair value of an asset retirement obligation and corresponding increase to the carrying value
of the related long-lived asset are recorded at the time a well is completed or acquired. The increase in carrying value is included in
proved oil and gas properties in the accompanying consolidated balance sheets. We deplete the amount added to proved oil and gas
property costs and recognize expense in connection with the accretion of the discounted liability over the remaining estimated
economic lives of the respective oil and gas properties. Refer to Note [5].

Income TaxesWe are not subject to federal income taxes. As a result, our earnings or losses for federal income tax purposes are
included in the tax returns of our Parent’ sindividual members.

These financial statements have been prepared in anticipation of a proposed initial public offering (“IPO”) of our common stock. In
connection with the 1PO, we will convert into a Delaware corporation and will be treated as a corporation under the Internal Revenue
Code and will be subject to federal income taxes. Accordingly, a pro formaincome tax provision has been disclosed asif we were a
corporation for all periods presented. We have computed pro formatax expense using a 35% corporate-level federal tax rate. The
effective tax rate includes a corporate level state income tax rate with consideration to apportioned income for each state of operation.
This combined rate is adjusted for permanent differences.

Revenue Recognition. We earn revenue primarily from the sale of produced crude oil and natural gas. We report revenue as the gross
amount received before taking into account production taxes and transportation costs, which are reported as separate expenses.
Revenue is recorded in the month production is delivered to the purchaser, but payment is generally received between 30 and 90 days
after the date of production. No revenue is recognized unlessit is determined that title to the product has transferred to a purchaser. At
the end of each month we estimate the amount of production delivered to the purchaser and the price we will receive. We use our
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knowledge of properties, their historical performance, anticipated effect of weather conditions during the month of production, New
York Mercantile Exchange (“NYMEX”) and local spot market prices, and other factors as the basis for these estimates. We use the
sales method to account for gasimbalances. Under this method, revenue isrecorded on the basis of gas actually sold by the Company.

Note 3—Commodity Derivative I nstruments

We hedge a portion of our crude oil sales using derivative instruments that are based on the NYMEX futures contracts for West Texas
Intermediate light, sweet crude. This exposes us to a market basis differentid risk if the NYMEX futures do not move in exact parity
with our underlying sales of crude oil produced in the Uinta Basin. Additionally, we use both NYMEX futures based upon the sale of
Henry Hub (“HH") natural gas aswell asfixed price and basis swaps for natura gas sold on the Rocky Mountains Northwest pipeline
(“NWPL") index.

Our derivative contracts are carried at their fair value on our balance sheet. We estimate the fair value using risk adjusted discounted
cash flow calculations. Cash flows are based on published forward commodity price curves for the underlying commodity as of the
date of the estimate. For collars, we estimate the option value of the contract floors and ceilings using an option pricing model which
takes into account market volatility, market prices and contract terms. The fair values of our derivative ingrumentsin an asset position
include a measure of counterparty credit risk, and the fair values of instruments in a liability position include a measure of our own
nonperformance risk. Due to the volatility of commaodity prices, the estimated fair values of our derivative instruments are subject to
fluctuation from period to period, which could result in significant differences between the current estimated fair value and the
ultimate settlement price. Refer to Note [4].

At September 30, 2011, the notiona volumes of our commodity derivatives and their settlement periods were as follows:

Commodity Index Instrument  Unit 2011 2012 2013 2014 2015 2016
QOil WTI Swap Bbl 250,089 1,34395% 1,436,077 176,263 150,236 45519
QOil WTI Collar Bbl 15,000 46,000 - 222,567 175,169 82,397

Natural Gas HH Swap MM Btu 101,500 359,004 - - - -
Natural Gas NWPL Basis Swap MM Btu 101,500 359,004 - - - -
Natural Gas NWPL  Swap MM Btu 53,200 165,200 423,500 358,300 261,600 -

The following schedulesreflect the fair values of derivative instrumentsin our financial statements:

Der ivative Assets Derivative Liabilities
Fair Value Fair Value
BalanceSheet  September 30, December 31, Balance Sheet September 30, December 31,
Location 2011 2010 L ocation 2011 2010
Current assets $ 13485 $ 582 Current liabilities $ 7% 1,153
Long-termassets 20,330 344 Long-termliabilities 184 2,324
$ 33815 $ 926 $ 191 $ 3477

The fair value of derivative instruments, depending on the type of instrument, was determined by the use of present value methods or
standard option val uation models with assumptions about commodity prices based on those observed in underlying markets.

As we do not apply hedge accounting, our earnings are affected by the use of the mark-to-market method of accounting for derivative
financial instruments. The changes in fair value of these instruments are recognized through earnings as other income or expense
rather than being deferred until the anticipated transaction affects earnings. The use of mark-to-market accounting for financial
instruments can cause non-cash earnings volatility due to changes in the underlying commodity price indices. The ultimate gain or 10ss
upon settlement of these transactionsis also recognized in earnings as other income or expense.
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We recognized the following gains (losses) in earnings for the periods indicated:

Amount of gain (loss) recognized in income
Nine Months Ended September 30,

L ocation of gain (loss) 2011 2010
Gain (loss) on settled commodity derivatives Cther income (expense) $ (518) $ 1112
Gain on unrealized commodity derivatives Other income (expense) 36,175 2,271
$ 3He57 $ 3,383

Note 4—Fair Value M easur ements

Fair value is the price that would be received to sell an asset or paid to transfer a liability in an orderly transaction between market
participants at the measurement date (exit price). The authoritative guidance requires disclosure of the framework for measuring fair
value of financial and non-financial assets and liabilities. Financial assets and liabilities are measured at fair value on a recurring
basis. Non-financia assets and liabilities, such as asset retirement obligations and proved oil and natural gas properties upon
impairment, are recognized at fair value on a non-recurring basis.

We categorize the inputs to the fair value of our financial assets and liabilities using athree-tier fair value hierarchy that prioritizes the
significant inputs used in measuring fair value:

Level 1 — Quoted prices are available in active markets for identical assets or liabilities as of the reporting date. Active
markets are those in which transactions for the asset or liability occur in sufficient frequency and volume to provide pricing
information on an ongoing basis. Level 1 primarily consists of financial insruments such as exchange-traded derivatives,
listed securities and U.S. government treasury securities.

Level 2 — Pricing inputs are other than quoted prices in active markets included in Level 1, which are either directly or
indirectly observable as of the reporting date; Level 2 includes those financia instruments that are valued using models or
other valuation methodologies. These models are primarily industry-standard models that consider various assumptions,
including quoted forward prices for commodities, time value, volatility factors and current market and contractual prices for
the underlying instruments, as well as other relevant economic measures. Substantially all of these assumptions are
observable in the marketplace throughout the term of the instrument, can be derived from observabl e data or are supported by
observable levels at which transactions are executed in the marketplace. Instruments in the category include non-exchange-
traded derivatives such as over-the-counter forwards and options.

Level 3 — Pricing inputs include significant inputs that are generally less observable from objective sources. These inputs
may be used with internally devel oped methodol ogies that result in management’s best estimate of fair value andwe do not
have sufficient corroborating market evidence to support classifying these assets and liabilitiesas Level 2.

The following tables set forth, by level within the fair value hierarchy, our financial assets and liabilities measured at fair value on a
recurring basis as of September 30, 2011 and December 31, 2010. These financial assets and liabilities are classified in their entirety
based on the lowest level of input that is significant to the fair value measurement. Our assessment of the significance of a particular
input to the fair value measurement requires judgment, and may affect the valuation of the fair value assets and liabilities and their
placement within the fair value hierarchy levels.

As of September 30, 2011 Tota Leve 1 Level 2 Lewl 3
Assets fromcommodity derivative contracts $ 3815 $ - $ 3385 % -
Liabilities from commodity derivative contracts 191 - 191 -
As of December 31, 2010 Tota Levd 1 Level 2 Lewl 3
Assets fromcommodity derivative contracts $ 926 $ - $ 926 $ -
Liabilities from commodity derivative contracts 3477 - 3477 -

Fair Value of Other Financial Insruments
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The carrying value of our credit facilities approximates their fair values, as the interest rates are based on prevailing market rates. The
carrying values of items comprising current assets and current liabilities approximate fair values due to the short-term maturities of
these instruments.

Assets and Liabilities Measured on a Non-recurring Basis

We review our proved and unproved oil and natural gas properties for impairment whenever events and circumstances indicate that a
decline in the recoverahility of their carrying value may have occurred. Our analysis takes into account several factors, including
future cash flows, the determination of the values of any possible or probable reserves, and, if applicable, appropriate risk-weighting
discounts, al of which would be classified within Level 3.

Additionaly, we use fair value to determine the inception value of its asset retirement obligations. The inputs used to determine such
fair value are primarily based upon costs incurred historically for similar work, aswell as estimates for costs that would be incurred to
restoreleased property to the contractually stipulated condition and would generally be classified within Level 3.

Note 5—Asset Retirement Obligations

Our asset retirement obligations are included in our consolidated balance sheets as a component of other long-term liahilities. The
changes in our aggregate asset retirement obligations at the dates indicated are as follows:

Nine Months
Ended
September
Beginning of period $ 966
Additions 647
Accretion expense 91
End of period $ 1,704

Note 6—Debt Obligations
Credit Facility

On March 9, 2010, we entered into a credit agreement which provided for a three-year $100.0 million credit facility. This facility
matures March 9, 2013. The borrowing baseis required to be redetermined twice per year. Future borrowing bases will be computed
based on proved natural gas and oil reserves, hedge positions and estimated future cash flows from those reserves, as well as any other
outstanding debt of the Company.

Borrowings under the facility bear interest, at the Company’s election, a a London Interbank Offered Rate (“LIBOR”) or a base rate
(as defined in the creditfacility), plus in each case an applicable margin based on the utilization percentage of the facility. The
applicable margin varied from 2.75% to 3.50% for LIBOR rate loans and 1.75% to 2.5% for base rate loans. LIBOR and base rate
loans are subject to a floor of 2.00%. The Company pays an annual commitment fee of 0.5% of the unused amount of the
commitments. The weighted average interest rate on the Upstream Facility was 4.9% during 2010.

On May 27, 2011, we repaid the outstanding balance on our credit facility in connection with our Parent entering into a new
consolidated credit facility. The remaining $0.8 million of unamortized debt issue costs were written-off and recognized in the
statement of operations for the nine months ended September 30, 2011.

Allocated Debt from Parent

Our Parent has allocated a portion of the amount due under its credit facility to us as we intend to assume a portion of this debt upon
the consumation of the offering transaction. At September 30, 2011, we had $36.8 million of debt allocated to us by our Parent.
Additionaly, our Parent has allocated interest expense and a portion of the deferred debt issue costs associated with the facility to us.
For the nine months ended September 30, 2011, we have recognized $0.9 million in interest expense. At September 30, 2011, we had
recorded $2.2 million of allocated debt issue costs on our balance shest.
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Our Parent entered into the new facility on May 27, 2011 which initially provided for afive-year $300 million credit facility with an
initial borrowing base of 95 million. This borrowing base was increased through subsequent redeterminations and at December [X],
2011 had atotal borrowing base of $180 million, $135 million of which is based on the upstream oil and gas assets.

Borrowings under the facility bear interest at a London Interbank Offered Rate (“LIBOR”) or a base rate (as defined in the agreement,
plus in each case an applicable margin based on the utilization percentage of the facility. The applicable margin varied from 2.0% to
3.0% for LIBOR rate loans and 1.0% to 2.0% for base rate loans. The weighted average interest rate on the facility was 4.9% for the
nine months ended September 31, 2011.

The facility is secured by oil and natural gas properties representing at least 80% of the value of our proved reserves, a pledge of our
stock and a parent guarantee from Ute Energy LLC. The facility contains certain covenants, including among others, restrictions on
indebtedness, restrictions on liens, restrictions on mergers, restrictions on investments, restrictions on dividends and payments to our
Parent, and restrictions on hedging activity. We were in compliance with its financial covenants as of December 31, 2010.

Note 7—Subsequent Events

Horseshoe Bend Acquisition

On November 30, 2011 we closed on an acquisition of 35,343 acres and 50 producing wells in the Horseshoe Bend area of the Uinta
Basin for $100 million in cash, subject to customary post-closing adjustments.
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HORSESHOE BEND ACQUISITION PROPERTIES
STATEMENTSOF REVENUESAND DIRECT OPERATING EXPENSES

(in thousands)
Year Ended December 31, Nine Months Ended September 30
2010 2009 2011 2010
(unaudited)
Oil and gas revenue $ 652 $ 2762 $ 6044 $ 5112
Direct operating expenses 1,476 1,167 1,370 1,166
Revenues in excess of direct operating expenses $ 5046 $ 1595 $ 4674 $ 3,946

The accompanying notes are an integral part of these financial statements.
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HORSESHOE BEND ACQUISITION PROPERTIES
NOTESTO STATEMENTSOF REVENUESAND DIRECT OPERATING EXPENSES

Except as noted within the context of each footnote disclosure, the dollar amounts presented in the tabular data within these
disclosures are stated in thousands of dollars.

Note 1—Organization, Operations and Basis of Presentation
Basis of Presentation

On October 14, 2011, Ute Energy Upstream Holdings LLC (‘the Company,” “we” or “us’) entered into a definitive purchase and sale
agreement (“PSA™) to acquire approximately 35,343 acres of properties along with 50 producing wells in the Horseshoe Bend area of
the Uinta Basin in Utah (“Horseshoe Bend Properties’). The aggregate purchase price is approximately $100 million in cash, subject
to customary post-closing adjustments, and closed on November 30, 2011.

The accompanying historical statements of operating revenues and direct operating expenses were prepared by us based on carved out
financial information and data from Horseshoe Bend's historical accounting records. These statements are not intended to be a
complete presentation of the results of operations of Horseshoe Bend as they do not include general and administrative expenses,
interest income or expense, depreciation, depletion, and amortization, any provision for income tax expenses and other income and
expense items not directly associated with operating revenues from oil and gas. Historical financial statements reflecting financia
position, results of operations, and cash flows required by accounting principles generally accepted in the United States are not
presented as such information is not readily available on an individua property basis and not meaningful to the acquired properties.
Accordingly, the accompanying statements are presented in lieu of the financial statements required under Rule 3-05 of Securities and
Exchange Commission Regulation S-X.

Certain indirect expenses, as further described in Note 2, were not allocated to the Horseshoe Bend Properties and have been excluded
from the accompanying statements. Any attempt to allocate these expenses would require significant and judgmental allocations,
which would be arbitrary and may not be indicative of the performance of the properties on a stand-alone basis.

Note 2—Accounting Policies and Related M atters

Use of Estimates. The preparation of the statements of operating revenues and direct operating expenses in conformity with
accounting principles generally accepted in the United States requires management to make estimates and assumptions that affect the
reported amounts of operating revenues and direct operating expenses during the respective reporting periods. Actua results may
differ from the estimates and assumptions used in the preparation of the statements of operating revenues and direct operating
expenses.

Revenue Recognition. The Horseshoe Bend properties use the sales method of accounting for oil and natural gas revenues. Under the
sales method, revenues are recognized based on actua volumes of oil and natural gas sold to purchasers. There were no significant
imbalances with other revenue interest owners during any of the periods presented in these statements.

Direct Operating Expenses.Direct expenses, which are recognized on an accrua basis, relate to the direct expenses of operating the
Horseshoe Bend properties. The direct expenses include lease operating, ad valorem tax and production tax expense. Lease operating
expenses include lifting costs, well repair expenses, surface repair expenses, well workover costs and other field expenses. Lease
operating expenses also include expenses directly associated with support personnel, support services, equipment and facilities
directly related to oil and natural gas production activities.

Contingencies.The activities of the Horseshoe Bend properties are subject to potential claims and litigation in the normal course of
operations. We do not believe that any liability resulting from any pending or threatened litigation will have a materially adverse
effect on the operations or financial results of theHorseshoe Bend properties.

Excluded Expenses. The Horseshoe Bend Properties were part of a much larger enterprise prior to the date of the sale. Indirect general
and administrative expenses, interest, income taxes, and other indirect expenses were not allocated to the Horseshoe Bend Properties
and have been excluded from the accompanying statements. In addition, any allocation of such indirect expenses may not be
indicative of costs which would have been incurred by the Horseshoe Bend Properties on a stand-alone basis. Also, depreciation,
depletion, and amortization have been excluded from the accompanying statements of revenues and direct expenses as such amounts
would not be indicative of the depletion cal culated on the Horseshoe Bend Properties on a stand-alone basis.

Note 3—Supplemental Oil and Gas Reserve Information (Unaudited)
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Estimated quantities of proved oil and gasreserves for Horseshoe Bend were derived from reserve estimates prepared by the Company
as prior year reserve studies were not available. In preparing reserve data for the years ended December 31, 2010 and 2009, we
developed these disclosures based on an internal reserve study dated September 30, 2011, adjusting for actual production and changes
in prices for the intervening periods. Estimates of proved reserves are inherently imprecise and are continually subject to revision
based on production history, results of additional exploration and development, price changes and other factors.

Future cash inflows and future production and development costs are determined by applying prices and costs, including
transportation, quality, and basis differentials, to the year-end estimated quantities of oil and gas to be produced in the future. The
resulting future net cash flows are reduced to present value amounts by applying aten percent annual discount factor. Future operating
costs are determined based on estimates of expenditures to be incurred in producing the proved oil and gasreservesin place at the end
of the period using year-end costs and assuming continuation of existing economic conditions, plus overhead incurred. Future
development costs are determined based on estimates of capital expendituresto be incurred in devel oping proved oil and gas reserves.

The assumptions used to compute the standardized measure are those prescribed by the FASB and the SEC. These assumptions do not
necessarily reflect the Company’s expectations of actual revenues to be derived from those reserves, nor their present value. The
limitations inherent in the reserve quantity estimation process, as discussed previously, are equally applicable to the standardized
measure computations since these reserve quantity estimates are the basis for the valuation process. Reserve estimates are inherently
imprecise and that estimates of new discoveries and undeveloped locations are more imprecise than estimates of established proved
producing oil and gas properties. Accordingly, these estimates are expected to change as future information becomes available.

The following reserve quantity and future net cash flow information was prepared by the Company based on information provided by
the Horseshoe Bend properties.

Oil (MBbls) Gas (MMcf) Total (Mboe)

Proved reserves:

Balance December 31, 2008 335 1 385
Acquisitions of reserves - - -
Bxensions, discoveries and other additions 3,139 - 3,139
Revisions of previous estimates 57 - 57
Sales of reserves - - -
Production (61) - (61)

Balance December 31, 2009 3,521 1 3520
Acquisitions of reserves - - -
Bxensions, discoveries and other additions 4111 - 4111
Revisions of previous estimates 219 - 219
Sales of reserves - - -
Production (101) - (101)

Balance December 31, 2010 7,750 1 7,749

Proved developed reserves
December 31, 2009 511 1 511
December 31, 2010 706 1 706

Proved undeveloped reserves
December 31, 2009 3,010 - 3,010
December 31, 2010 7,044 - 7,044

As of December 31, 2010 and 2009, Horseshoe Bend had estimated proved reserves of 7,750Mboe and 3,521 MBoe with a present
val ue discounted at 10% of $45.9 million and $14.1 million. Horseshoe Bend' sreserves are comprised amost entirely of crude ail.

The following values for the 2010 oil reserves are based on the 12 month arithmetic average first of month price January through
December 31, 2010 crude oil price of $79.43 per barrd (West Texas Intermediate price). All prices are then further adjusted for
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transportation, quality and basis differentials.

The following table presents the standardized measure of discounted net cash flows related to proved oil and gas reserve for the
periods indicated:

Year ended December 31,

2010 2009

Future cash inflows $ 504,795 $ 176,654
Future production costs (180,089) (71,618)
Future development costs (161,126) (55,159)

Future net cash flows 163,581 49,876
10% annual discount (117,653) (35,796)

Standardized measure of discounted future

net cash flows $ 4507 $ 14,080

A summary of changesin the standardized measure of discounted future net cash flowsis as follows:

Year ended December 31,

2010 2009
Standardized measure of discounted future net cash flows, beginning of period ~ $ 14080 $ 4974
Sales of oil and gas, net of production costs and taxes (4,927) (1,599
Bxtensions, discoveries and improved recovery, less related costs 8,773 7,850
Revisions of previous quantity estimates 2,624 936
Net changes in prices and production costs 24,441 2,108
Previously estimated development costs incurred during the period 900 -
Changes in estimated future development costs - -
Accretion of discount 1,408 497
Acquisitions of reserves - -
Sales of reserves - -
Changes in production rates (timing) and other (1,372 (691)
Standardized measure of discounted future net cash flows, end of period $ 45927 $ 14,080




UTE ENERGY CORPORATION
UNAUDITED CONDENSED COMBINED PRO FORMA FINANCIAL STATEMENTS

Introduction

The following tables present our unaudited pro forma condensed combined statements of operations for the year ended
December 31, 2010 and for the nine months ended September 30, 2011, and our unaudited pro forma condensed combined balance
sheet as of September 30, 2011.

Our unaudited pro forma condensed combined financia statements have been developed by applying pro forma adjustments
to our historical financial statements appearing elsewhere in this prospectus. The unaudited pro forma condensed combined statements
of operations data for the periods presented give effect to our conversion from a Delaware limited liability company to a Delaware
corporation and the Horseshoe Bend Properties Acquisition (“ Horseshoe Bend”), which closed on November 30, 2011, asif they had
been completed on January 1, 2010. The unaudited pro forma condensed combined balance sheet data gives effect to the conversion
and the Horseshoe Bend acquisition asif they had occurred on September 30, 2011. We describe the assumptions underlying the pro
forma adjustments in the accompanying notes, which should be read in conjunction with these unaudited pro forma condensed
combined financia statements.

The pro forma adjustmentsrelated to the purchase price allocation of the Horseshoe Bend acquisition are preliminary and
are subject to revision as additional information becomes available. Revisions to the preliminary purchase price alocation may have a
significant impact on the pro forma amounts of total assets, total liabilities and owner’s equity, and depreciation, depletion and
amortization expense. The pro forma adjustmentsrelated to the Horseshoe Bend acquisition reflect the fair values all ocated to our
assets as of November 30, 2011 and do not necessarily reflect thefair val ues that would have been recorded if the acquisition had
occurred on January 1, 2010.

The unaudited pro forma condensed combined financia statements should be read in conjunction with the information
contained in “Selected Financia Data,” “Management’s Discussion and Analysis of Financial Condition and Results of Operations’
and the financial statements and related notes thereto, included e sewherein this prospectus.

The unaudited pro forma condensed consolidated financial statements are included for informational purposes only and do
not purport to reflect our results of operations or financia position that would have occurred had the Horseshoe Bend acquisition and
conversion occurred on the dates assumed, and they therefore should not be relied upon as being indicative of our results of operations
or financial position had the conversion or the Horseshoe Bend acquisition occurred on the dates assumed. The unaudited condensed
combined pro forma financia statements are also not a projection of our results of operations or financial position for any future
period or date.

F-35



UTEENERGY CORPORATION
PRO FORMA CONDENSED COMBINED BALANCE SHEET

September 30,2011

(UNAUDITED)
Ute Ener gy Hor seshoe
Upstr eam Bend Conwversion
Holdings LLC Adjustments Adjustments Pro Forma
(in thousands)
ASSETS
Current assets:
Cash and cash equivalents $ 217 $ 99950 (&) 217
(99,950) (b)
Accounts receivable 14,165 - 14,165
Conmodity derivative assets 13485 - 13485
Materials Inventory 529 - 529
Other current assets 46 - 46
Total current assets 28,442 - - 28,442
Property and equipment (successful efforts method), at cost:
Proved oil and gas property costs 216,748 40,091 (b) 256,839
Unproved oil and gas property costs 22877 60434 (b) 83,311
Other property and equipment 234 234
Less: accumulated depletion, depreciation and amortization (49,022) - (49,022
Total property and equipment, net 190,838 100,525 - 291,363
Other noncurrent assets:
Conmodity derivative assets 20,330 - 20,330
Unamortized debt issue costs 2214 - 2214
Total other noncurrent assets 22,544 - - 22,544
Tota assets $ 241823 $ 100525 $ - 342,348
LIABILITIES AND OWNER'S EQUITY
Current liabilities:
Accounts payable and accrued expenses $ 35376 $ - 35,376
Deferred income tax liability - - 4717 (c) 4,717
Conmodity derivative liabilities 7 - - 7
Total current ligbilities 35,383 - 4717 40,100
Long-termliabilities:
Long-term debt 36,847 23450 (a) 85,797
25500 (&)
Deferred income tax liability - - 63,717 (c) 63,717
Commodity derivative liabilities 184 - 184
Assset retirement obligations 1,705 575 (b) - 2,280
Total noncurrent liabilities 38,736 49,525 63,717 151,978
Commitments and contingencies (Note X)
Owner's equity:
Common stockholders' equity - 51,000 (a) - (17,434
(68434) (9)
Parent investment 167,704 - - 167,704
Total owner's equity 167,704 51,000 (68,434) 150,270
Total liabilities and owner's equity $ 241823 $ 100525 $ - 342,348

See accompanying notes to unaudited pro forma conmbined financial statements
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Qil and gas revenue
Operating expenses:
Lease operating expenses
Production taxes
Gathering and transportation expenses
Depreciation, depletion and amortization
Bploration expenses
General and administrative expenses
Total operating expenses
Income (loss) fromoperations
Other income (expense):
Net loss on commodity derivatives
Interest expense
Write-off deferred debt issue costs
Total other expense
Income before income taxes
Income tax expense
Net income (loss)

UTEENERGY CORPORATION
UNAUDITED PRO FORMA CONDENSED COMBINED STATEMENT OF OPERATIONS
NINEMONTHS ENDED SEPTEMBER 30, 2011

UteEnergy  Horseshoe
Upstream Bend Conwersion
Holdings LLC Adjustments Adjustments Pro Forma
(In thousands, except per share data)
$ 56,871 $ 6,044 $ - $ 62,914
7,503 1,073 - 8576
2,741 263 - 3,004
3,586 A - 3,620
20,508 1,585 - 22,093
68 - - 68
5,235 - - 5,235
39,642 2,955 - 42,597
17,229 3,088 - 20,317
35,657 - - 35,657
(945) (2150) (3,095)
(814) - - (814)
33,898 (2,150) - 31,748
51,126 939 - 52,065
- (293) (b) (18,773) (c) (19,066)
$ 51,126 $ 646 $ (18,773) $ 32,999

Net income per common share - basic and diluted
Weighted average common shares outstanding - basic and diluted

See accompanying notes to unaudited pro forma combined financial statements
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UTEENERGY CORPORATION
UNAUDITED PRO FORMA CONDENSED COMBINED STATEMENT OF OPERATIONS
YEAR ENDED DECEMBER 31, 2010

Ute Energy
Upstream

HoldingsLLC Adjustments

Hor seshoe

Bend Conversion

Adjustments

(In thousands, except per shar e data)

Oil and gas revenue $ 3884 $ 6,522 $ -
Operating expenses:
Lease operating expenses 4,466 1,259 -
Production taxes 2,860 192 -
Gathering and transportation expenses 2,274 24 -
Depreciation, depletion and amortization 13,852 2,078 -
Bxploration expenses 60 - -
General and administrative expenses 3,237 - -
Total operating expenses 26,750 3,554 -
Income (loss) fromoperations 12,084 2,968 -
Other income (expense):
Net loss on commodity derivatives (534) - -
Interest expense (439) (2,866)
Interest and other income 35 - -
Total other expense (938) (2,866) -
Income before income taxes 11,146 101 -
Income tax (expense) benefit - 56 (b) (3,765 (c)
Net income (loss) $ 11,146 $ 158 $ (3,765)
Net income per common share - basic and diluted $ -

Weighted average common shares outstanding - basic and diluted

See accompanying notes to unaudited pro forma combined financia statements
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UTE ENERGY CORPORATION
NOTESTO UNAUDITED CONDENSED PRO FORMA FINANCIAL STATEMENTS

Except as noted within the context of each footnote disclosure, the dollar amounts presented in the tabular data within these
disclosures are stated in thousands of dollars.

Note 1—Basis of Presentation

The following tables present our unaudited pro forma condensed combined statements of operations for the year ended December 31,
2010 and for the nine months ended September 30, 2011, and our unaudited pro forma condensed combined balance sheet as of
September 30, 2011.

Our unaudited pro forma condensed combined financial statements have been developed by applying pro forma adjustments to our
historical financial statements appearing elsewhere in this prospectus. The unaudited pro forma condensed combined statements of
operations data for the periods presented give effect to our conversion from a Delaware limited liability company to a Delaware
corporation and the Horseshoe Bend Properties Acquisition (“Horseshoe Bend”), which closed on November 30, 2011, asif they had
been completed on January 1, 2010. The unaudited pro forma condensed combined balance sheet data gives effect to the conversion
and the Horseshoe Bend acquisition asif they had occurred on September 30, 2011.

Note 2—Pr o For ma Adjustments and Assumptions
Horseshoe Bend Properties Acquisition

(8) Reflects sources of cash to fund the Horseshoe Bend acquisition consisting of the following:

Borrowings under Parent's 1st lien facility $ 23450
Borrowings under Parent's 2nd lien facility 25,500
Parent contribution 51,000

$ 99950

(b) Reflects our purchase of the Horseshoe Bend properties for approximately $100 million in cash. The following table shows
our preliminary fair value determination of the assets acquired and liabilities assumed in the acquisition:

Proved oil and gas properties $ 40,001
Unproved oil and gas properties 60,434
Asset retirement obligations (575)

$ 99,950

The purchase price allocation for the acquisition is preliminary and subject to customary post-closing adjustments.

Also reflects:

Depreciation, depletion, amortization and accretion expense (“DD&A™) based upon our estimates of proved reserves
for the Horseshoe Bend properties and historical production volumes,

Interest expense on approximately $80 million of borrowings pursuant to (a) above, alocated from our Parent’s
credit facility at an estimated annual rate of 2.98% on the 1% lien and 8.5% on the 2™ lien borrowings. A one
percentage point change in the interest rate would change pro formainterest expense by $0.8 million for the year
ended December 31, 2010 and $0.6 million for the nine months ended September 30, 2011.

Income tax expense impacts pursuant to the conversion discussed bel ow.

Conversion

() Reflectsour conversion into a Delaware corporation for the periods presented. Prior to the conversion, we have been treated
as a partnership for federal income tax purposes and therefore have not directly paid income taxes on our income nor have we
benefitted from losses. Instead, our income and other tax attributes have been passed through to our owners for federal and,
where applicable, state income tax purposes. Following the conversion, we will be treated as a corporation for tax purposes
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and will berequired to pay federal and state income taxes. The unaudited pro forma condensed combined statements of
operations reflect: (1) the tax expense we would have incurred had we been subject to tax as a corporation in the historical
periods presented (those pro forma adjustments being presented in the conversion column), and (2) the tax effect of the
acquisition accounting adjustments (those pro forma adjustments being presented in the Horseshoe Bend column). The
unaudited pro forma condensed combined balance sheet reflects the impact of the conversion on our financia position to
record deferred taxes related to the differences in the book and tax carrying values of our assets and liabilities as of
September 30, 2011. Asrequired under GAAP, upon completion of our conversion, the impact of recognizing deferred tax
assets and liabilities will berecorded as a charge to incomein the fiscal quarter in which the conversion occurs. As of
September 30, 2011, the amount of the charge would have been $18.6 million.

Note 3—Pro Forma Net Income per Share

Pro forma net income per common share is determined by dividing the pro forma net income by the weighted average number of
common shares expected to be outstanding. All shares were assumed to be outstanding since January 1, 2010.
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GLOSSARY OF OIL AND NATURAL GASTERMS
The terms defined in this section are used throughout this prospectus:

“Bbl.” One stock tank barrel, of 42 U.S. gallonsliquid volume, used herein in reference to crude ail,
condensate or natural gasliquids.

“Bcf.” One billion cubic feet of natural gas.
“Boe.” Barrelsof ail equivalent, with 6,000 cubic feet of natural gas being equivalent to one barrel of ail.

“British thermal unit.” The heat required to raise the temperature of a one-pound mass of water from 58.5 to
59.5 degrees Fahrenheit.

“Basin.” A large natural depression on the earth’ s surface in which sediments generally brought by water
accumul ate.

“Completion.” The process of treating a drilled well followed by theinstallation of permanent equipment for the
production of natural gas or ail, or in the case of a dry hole, the reporting of abandonment to the appropriate agency.

“Developed acreage.” The number of acres that are allocated or assignable to productive wells or wells capable
of production.

“Developed reserves.” Reserves of any category that can be expected to be recovered through existing wells
with existing equipment and operating methods or for which the cost of required equipment is relatively minor when
compared to the cost of anew well.

“Development well.” A well drilled within the proved area of an oil or gasreservoir to the depth of a
stratigraphic horizon known to be productive.

“Dry hole.” A well found to be incapable of producing hydrocarbons in sufficient quantities such that proceeds
from the sale of such production exceed production expenses and taxes.

“Economically producible.” A resource that generates revenue that exceeds, or is reasonably expected to
exceed, the costs of the operation.

“Environmental assessment.” An environmental assessment, a study that can be required pursuant to federal law
to assess the potentid direct, indirect and cumulative impacts of a project.

“Exploratory well.” A well drilled to find and produce il or gasin an unproved ares, to find a new reservoir in
afield previoudy found to be productive of oil or gasin another reservair, or to extend a known reservaoir.
Generally, an exploratory well isany well that isnot a devel opment well, a service well, or a stratigraphic test well
as those items are defined below.

“Field.” An area consisting of asinglereservoir or multiplereservoirsall grouped on or related to the same
individual geological structural feature and/or stratigraphic condition. There may be two or morereservoirsin afield
that are separated vertically by intervening impervious strata, or laterally by local geologic barriers, or by both.
Reservairsthat are associated by being in overlapping or adjacent fields may be treated as a single or common
operational field. The geological terms structural feature and stratigraphic condition are intended to identify
localized geological features as opposed to the broader terms of basins, trends, provinces, plays, areas-of-interest,
€tc.

“Formation.” A layer of rock which has distinct characteristics that differ from nearby rock.

“Horizontal drilling.” A drilling technique used in certain formationswhere awell is drilled vertically to a
certain depth and then drilled at aright angle within a specified interval.

“MBbl.” One thousand barrels of crude oil, condensate or natural gasliquids.
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“MBoe.” One thousand barrels of oil equivalent.

“Mcf.” Onethousand cubic feet of natural gas.

“MMBbI.” One million barrels of crude oil, condensate or natural gasliquids.
“MMBoe.” One million barrels of oil equivalent.

“MMBtu.” One million British thermal units.

“MMcf.” One million cubic feet of natura gas.

“NYMEX.” The New Y ork Mercantile Exchange.

“Net acres.” The percentage of total acres an owner has out of a particular number of acres, or a specified tract.
An owner who has 50% interest in 100 acres owns 50 net acres.

“PV-10." When used with respect to oil and natural gas reserves, PV-10 meansthe estimated future gross
revenue to be generated from the production of proved reserves, net of estimated production and future devel opment
and abandonment costs, using prices and costs in effect at the determination date, before income taxes, and without
giving effect to non-property-related expenses, discounted to a present value using an annua discount rate of 10% in
accordance with the guidelines of the Commission.

“Productive well.” A well that isfound to be capable of producing hydrocarbons in sufficient quantities such
that proceeds from the sale of the production exceed production expenses and taxes.

“Proved developed reserves.” Proved developed oil and gas reserves are reserves that can be expected to be
recovered through existing wells with existing equi pment and operating methods. Additiona oil and gas expected to
be obtained through the application of fluid injection or other improved recovery techniques for supplementing the
natural forces and mechanisms of primary recovery are included as proved devel oped reserves only after testing by a
pilot project or after the operation of an installed program has confirmed through production response that increased
recovery will be achieved.

“Proved reserves.”

Under SEC rules for fiscal years ending on or after December 31, 2009, proved reserves are defined as:

Those quantities of oil and gas, which, by anaysis of geoscience and engineering data, can be estimated with
reasonable certainty to be economically producible — from a given date forward, from known reservoirs, and under
existing economic conditions, operating methods, and government regul ations — prior to the time at which contracts
providing the right to operate expire, unless evidence indicates that renewal isreasonably certain, regardiess of
whether deterministic or probabilistic methods are used for the estimation. The project to extract the hydrocarbons
must have commenced or the operator must be reasonably certain that it will commence the project within a
reasonable time. The area of the reservoir considered as proved includes (i) the areaidentified by drilling and limited
by fluid contacts, if any, and (ii) adjacent undrilled portions of thereservoir that can, with reasonable certainty, be
judged to be continuous with it and to contain economically producible oil or gas on the basis of available
geoscience and engineering data. In the absence of data on fluid contacts, proved quantitiesin areservoir are limited
by the lowest known hydrocarbons, LKH, as seen in awell penetration unless geoscience, engineering, or
performance data and reliable technol ogy establishes alower contact with reasonable certainty. Where direct
observation from well penetrations has defined a highest known oil, HKO, elevation and the potential exists for an
associated gas cap, proved oil reserves may be assigned in the structurally higher portions of the reservoir only if
geoscience, engineering, or performance data and reliable technology establish the higher contact with reasonable
certainty. Reserves which can be produced economically through application of improved recovery techniques
(including, but not limited to, fluid injection) are included in the proved classification when (i) successful testing by
apilot project in an area of the reservoir with properties no more favorable than in the reservoir asawhole, the
operation of an installed program in the reservoir or an analogous reservoir, or other evidence using reliable
technology establishes the reasonabl e certainty of the engineering anaysis on which the project or program was
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based; and (ii) the project has been approved for development by all necessary parties and entities, including
governmental entities. Existing economic conditionsinclude prices and costs at which economic producibility from
areservoir isto be determined. The price shall be the average price during the 12-month period prior to the ending
date of the period covered by the report, determined as an unweighted arithmetic average of the first-day-of-the-
month price for each month within such period, unless prices are defined by contractua arrangements, excluding
escal ations based upon future conditions.

Under SEC rules for fiscal years ending prior to December 31, 2009, proved reserves are defined as:

The estimated quantities of crude oil, natura gas, and natural gas liquids which geological and engineering data
demonstrate with reasonabl e certainty to be recoverable in future years from known reservoirs under existing
economic and operating conditions, i.e., prices and costs as of the date the estimate is made. Prices include
consideration of changesin existing prices provided only by contractual arrangements, but not on escal ations based
upon future conditions. Reservoirs are considered proved if economic producibility is supported by either actual
production or conclusive formation test. The area of areservoir considered proved includes (A) that portion
delineated by drilling and defined by gas-oil and/or oil-water contacts, if any, and (B) the immediately adjoining
portions not yet drilled, but which can be reasonably judged as economically productive on the basis of available
geological and engineering data. In the absence of information on fluid contacts, the lowest known structural
occurrence of hydrocarbons controls the lower proved limit of the reservoir. Reserves which can be produced
economically through application of improved recovery techniques (such as fluid injection) are included in the
proved classification when successful testing by a pilot project, or the operation of an installed program in the
reservoir, provides support for the engineering analysis on which the project or program was based. Estimates of
proved reserves do not include the following: (A) Oil that may become available from known reservoirs but is
classified separately as indicated additional reserves; (B) crude oil, natural gas, and natura gasliquids, the recovery
of which is subject to reasonable doubt because of uncertainty as to geology, reservoir characteristics, or economic
factors; (C) crude ail, natural gas, and natural gas liquids, that may occur in undrilled prospects; and (D) crude ail,
natural gas, and natural gas liquids, that may be recovered from oil shales, coal, gilsonite and other such sources.

“Proved undevel oped reserves.” Proved undeveloped oil and gasreserves are reserves that are expected to be
recovered from new wells on undrilled acreage, or from existing wells where arelatively major expenditureis
required for recompletion. Reserves on undrilled acreage arelimited to those drilling units offsetting productive
unitsthat arereasonably certain of production when drilled. Proved reserves for other undrilled units can be claimed
only whereit can be demonstrated with certainty that there is continuity of production from the existing productive
formation. Estimates for proved undevel oped reserves are not attributable to any acreage for which an application
of fluid injection or other improved recovery technique is contemplated, unless such techniques have been proved
effective by actual testsin the area and in the same reservoir.

“Reasonable certainty.” A high degree of confidence.

“Recompletion.” The process of re-entering an existing wellbore that is either producing or not producing and
completing new reservoirsin an attempt to establish or increase existing production.

“Reserves.” Estimated remaining quantities of oil and natural gas and related substances anticipated to be
economically producible as of a given date by application of development prospects to known accumul ations.

“Reservoir.” A porous and permeable underground formation containing a natural accumulation of producible
natural gas and/or oil that is confined by impermeable rock or water barriers and separate from other reservoirs.

“Servicewell.” A well drilled or completed for the purpose of supporting production in an existing field.
Specific purposes of service wellsinclude gasinjection, water injection, steam injection, air injection, salt-water
disposal, water supply for injection, observation, or injection for in-situ combustion.

“Spacing.” The distance between wells producing from the same reservoir. Spacing is often expressed in terms
of acres, e.g., 40-acre spacing, and is often established by regulatory agencies.

“Stratigraphic test well.” A drilling effort, geologically directed, to obtain information pertaining to a specific
geol ogic condition. Such wells customarily are drilled without the intention of being completed for hydrocarbon
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production. This classification aso includes tests identified as core tests and all types of expendable holes related to
hydrocarbon exploration. Stratigraphic test wells are classified as (i) exploratory-type, if not drilled in a proved ares,
or (ii) development-type, if drilled in a proved area.

“Unit.” Thejoining of al or substantially all interestsin areservoir or field, rather than a singletract, to provide
for devel opment and operation without regard to separate property interests. Also, the area covered by a unitization
agreement.

“Wellbore.” The hole drilled by the bit that is equipped for ail or gas production on a completed well. Also
called well or borehole.

“Working interest.” Theright granted to the lessee of a property to explore for and to produce and own ail, gas,
or other minerals. The working interest owners bear the exploration, devel opment, and operating costs on either a
cash, penalty, or carried basis.
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Part 11
INFORMATION NOT REQUIRED IN PROSPECTUS
ITEM 13. Other Expensesof Issuance and Digribution

The following table sets forth an itemized statement of the amounts of all expenses (excluding underwriting
discounts and commissions) payable by usin connection with the registration of the common stock offered hereby.
With the exception of the Registration Fee, FINRA Filing Fee and New Y ork Stock Exchangeligting fee), the
amounts set forth below are estimates. [The selling stockholders will not bear any portion of such expenses]

SEC REGISITAIION ...ttt ettt te e et e et se e s teeeeemeesteeeeeseesseenseaseesseensesneesseenseanean $
L LN T T o = USSR
New York Stock EXChange liStiNg fEE .....eiueiiiee ettt neeeeesneen
ACCOUNEANLS' TEES BN EXPENSES ...t euieiteeteeieeee st e st e s e e e esteete s e e s teeseeaseesseeneeaneesseenseeseesseenseenenssenns
Legal FEES AN EXPENSES. ... ueetieieiieesieeie st eerte e et e s et eeesteeseeaneesseesseeneesseeseeneeaseenseaneeaseenseaneesseenseeneesseens
Printing and €Ngraving EXPENSES ... ..c.uveiueieerieeeaeeseteneesseeseeaneesseesseensesseesseeseaseesseasesseesseansessessseensessenns
Transfer agent and regiSIrar FEES...... i ettt et sae e reesteeneesreeneeenes

ITEM 14. Indemnification of Directors and Officers

Our certificate of incorporation provides that a director will not be liable to the corporation or its stockholders
for monetary damages for breach of fiduciary duty as a director, except for liability (1) for any breach of the
director’ s duty of loyalty to the corporation or its stockholders, (2) for acts or omissionsnot in good faith or which
involved intentional misconduct or a knowing violation of the law, (3) under section 174 of the DGCL for unlawful
payment of dividends or improper redemption of stock or (4) for any transaction from which the director derived an
improper personal benefit. In addition, if the DGCL is amended to authorize the further elimination or limitation of
the liability of directors, then theliability of a director of the corporation, in addition to the limitation on personal
liability provided for in our certificate of incorporation, will be limited to the fullest extent permitted by the
amended DGCL. Our bylaws provide that the corporation will indemnify, and advance expensesto, any officer or
director to the fullest extent authorized by the DGCL.

Section 145 of the DGCL provides that a corporation may indemnify directors and officers as well as other
employees and individual s against expenses, including attorneys' fees, judgments, fines and amounts paid in
settlement in connection with specified actions, suits and proceedings whether civil, criminal, administrative, or
investigative, other than a derivative action by or in theright of the corporation, if they acted in good faith and in a
manner they reasonably believed to be in or not opposed to the best interests of the corporation and, with respect to
any criminal action or proceeding, had no reasonabl e cause to believe their conduct was unlawful. A smilar
standard is applicable in the case of derivative actions, except that indemnification extends only to expenses,
including attorneys' fees, incurred in connection with the defense or settlement of such action and the statute
requires court approval before there can be any indemnification where the person seeking indemnification has been
found liable to the corporation. The statute provides that it isnot exclusive of other indemnification that may be
granted by a corporation’ s certificate of incorporation, bylaws, disinterested director vote, stockholder vote,
agreement or otherwise.

Our certificate of incorporation also contains indemnification rights for our directors and our officers.
Specifically, our certificate of incorporation provides that we shall indemnify our officers and directorsto the fullest
extent authorized by the DGCL. Further, we may maintain insurance on behalf of our officers and directors against
expense, liability or loss asserted incurred by them in their capacities as officers and directors.

We have obtained directors’ and officers insurance to cover our directors, officers and some of our employees
for certain liabilities.

We will enter into written indemnification agreements with our directors and officers. Under these proposed
agreements, if an officer or director makes a claim of indemnification to us, either amajority of the independent
directors or independent legal counsel selected by the independent directors must review the relevant facts and make
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a determination whether the officer or director has met the standards of conduct under Delaware law that would
permit (under Delaware law) and require (under the indemnification agreement) us to indemnify the officer or
director.

ITEM 15. Recent Sales of Unregistered Securities

[Furnish information required by S-K Item 701 w/ respect to all unregistered sales of securities within the last
three years

ITEM 16. Exhibitsand Financial Statement Schedules

(8) Exhibits
Exhibit
Number Description

*1.1 Form of Underwriting Agreement.
*3.1 Form of Certificate of Incorporation of Ute Energy Corporation.
*3.2 Form of Bylaws of Ute Energy Corporation.
*4.1 Form of Common Stock Certificate.
*5.1 Opinion of Vinson & Elkins L.L.P. asto thelegality of the securities being registered.
10.1 Limited Liability Company Agreement of Ute Energy Upstream HoldingsLLC.
10.2 First Amendment to Limited Liability Company Agreement of Ute Energy Upstream Holdings LLC.
*10.3 [Form of Ute Energy Corporation Credit Facility].
10.4 Employment Agreement between Ute Energy LLC and Joseph N. Jaggers.
10.5 Employment Agreement between Ute Energy LLC and Gregory S. Hinds.
10.6 Employment Agreement between Ute Energy LLC and Laurie A. Bales.
10.7 Employment Agreement between Ute Energy LLC and Todd R. Kalstrom.
10.8 Employment Agreement between Ute Energy LLC and Mark A. Shelby.
*10.9 Form of Employment Agreement between Ute Energy Corporation and each of the executive officers
thereof.
*10.10 Form of Long-Term Incentive Plan of Ute Energy Corporation.
*10.11 Form of Indemnification Agreement between Ute Energy Corporation and each of its directors.
*21.1 Ligt of Subsidiaries of Ute Energy Corporation.
23.1 Consent of KPMG.
23.2 Consent of Ehrhardt Keefe Steiner & Hottman PC.
23.3 Consent of Vinson & ElkinsL.L.P. (included as part of Exhibit 5.1 hereto).
24.1 Power of Attorney (included on the sgnature page of theinitia filing of the registration statement).
99.1 Report of Cawley Gillespie & Associates, Inc. for reserves as of December 31, 2008.
99.2 Report of Cawley Gillespie & Associates, Inc. for reserves as of December 31, 2009.
99.3 Report of Ryder Scott Company, L.P. for reserves as of December 31, 2010.

*  To befiled by amendment.

ITEM 17. Undertakings

The undersigned registrant hereby undertakes to provide to the underwriters at the closing specified in the
underwriting agreement certificates in such denominations and registered in such names asrequired by the
underwriters to permit prompt delivery to each purchaser.

Insofar asindemnification for liabilities arising under the Securities Act may be permitted to directors, officers
and controlling persons of the registrant pursuant to the foregoing provisions, or otherwise, the registrant has been
advised that in the opinion of the Securities and Exchange Commission such indemnification is againg public policy
as expressed in the Securities Act and is, therefore, unenforceable. In the event that a claim for indemnification
against such liabilities (other than the payment by the registrant of expensesincurred or paid by a director, officer or
controlling person of theregistrant in the successful defense of any action, suit or proceeding) is asserted by such
director, officer or controlling person in connection with the securities being registered, the registrant will, unlessin
the opinion of its counsel the matter has been settled by controlling precedent, submit to a court of appropriate
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jurisdiction the question whether such indemnification by it is against public policy as expressed in the Securities
Act and will be governed by the fina adjudication of such issue.

The undersigned registrant hereby undertakes that:

(1) For purposes of determining any liability under the Securities Act, the information omitted from the
form of prospectusfiled as part of thisregigtration statement in reliance upon Rule 430A and contained in a
form of prospectus filed by the registrant pursuant to Rule 424(b)(1) or (4) or 497(h) under the Securities Act
shall be deemed to be part of thisregistration statement as of the time it was declared effective.

(2) For the purpose of determining any liability under the Securities Act, each post-effective amendment
that contains aform of prospectus shall be deemed to be a new registration statement relating to the securities
offered therein, and the offering of such securities at that time shall be deemed to be theinitial bonafide
offering thereof.
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SIGNATURES

Pursuant to the requirements of the Securities Act of 1933, the registrant has duly caused this registration
statement to be signed on its behalf by the undersigned, thereunto duly authorized in the City of Denver, State of
Colorado, on December [eo], 2011.

UTE ENERGY UPSTREAM HOLDINGSLLC

By: /¢/ Joseph N. Jaggers

Joseph N. Jaggers
President and Chief Executive Officer

Power of Attorney

Each person whose signature appears bel ow appoints Joseph N. Jaggers and Laurie A. Bales, and each of them,
any of whom may act without the joinder of the other, as histrue and lawful attorneys-in-fact and agents, with full
power of substitution and resubstitution, for him and in hisname, place and stead, in any and all capacities, to sign
any and al amendments (including post-effective amendments) to this registration satement and any regitration
statement (including any amendment thereto) for this offering that isto be effective upon filing pursuant to Rule
462(b) under the Securities Act of 1933, as amended, and to file the same, with all exhibitsthereto, and all other
documentsin connection therewith, with the Securities and Exchange Commission, granting unto said attorneys-in-
fact and agents full power and authority to do and perform each and every act and thing requisite and necessary to be
done, asfully to all intents and purposes as he might or would do in person, hereby ratifying and confirming all that
said attorneys-in-fact and agents or either of them or their or his or her substitute or substitutes, may lawfully do or
cause to be done by virtue hereof.

Pursuant to the requirements of the Securities Act of 1933, thisregistration statement has been signed by the
following persons in the capacities and on the dates indicated.

Signature Title Date

President and Chief Executive Officer,

/9 Joseph N. Jaggers Manager December [e], 2011
Joseph N. Jaggers (Principa Executive Officer)

/s Laurie A. Bales Chief Financial Officer and Secretary December [e], 2011
Laurie A. Bales (Principa Financial Officer)

(Principa Accounting Officer)

/s S. Wil VanLoh J. Manager December [e], 2011
S. Wil VanLoh, J.
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Description
Form of Underwriting Agreement.

Form of Certificate of Incorporation of Ute Energy Corporation.
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Form of Common Stock Certificate.

Opinion of Vinson & ElkinsL.L.P. asto thelegality of the securities being registered.

Limited Liability Company Agreement of Ute Energy Upstream HoldingsLLC.

Firs Amendment to Limited Liability Company Agreement of Ute Energy Upstream HoldingsLLC.
[Form of Ute Energy Corporation Credit Facility].

Employment Agreement between Ute Energy LLC and Joseph N. Jaggers.

Employment Agreement between Ute Energy LLC and Gregory S. Hinds.

Employment Agreement between Ute Energy LLC and Laurie A. Bales.

Employment Agreement between Ute Energy LLC and Todd R. Kalstrom.

Employment Agreement between Ute Energy LLC and Mark A. Shelby.

Form of Employment Agreement between Ute Energy Corporation and each of the executive officers
thereof.

Form of Long-Term Incentive Plan of Ute Energy Corporation.

Form of Indemnification Agreement between Ute Energy Corporation and each of its directors.
List of Subsidiaries of Ute Energy Corporation.

Consent of KPMG.

Consent of Ehrhardt Keefe Steiner & Hottman PC.

Consent of Vinson & ElkinsL.L.P. (included as part of Exhibit 5.1 hereto).

Power of Attorney (included on the signature page of the initial filing of the registration statement).
Report of Cawley Gillespie & Associates, Inc. for reserves as of December 31, 2008.

Report of Cawley Gillespie & Associates, Inc. for reserves as of December 31, 20009.

Report of Ryder Scott Company, L.P. for reserves as of December 31, 2010.

To be filed by amendment.
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Uintah Basin Revitalization Fund

Overview

The Uintah Basin Revitalization Fund was created to maximize the
long term benefit of oil and gas severance taxes derived from lands
held in trust by the Federal Government for the Ute Tribe of the Uintah
and Ouray Reservation. It was construed to promote cooperation and
coordination between the state, its political subdivisions and the tribe.

Statutory Authority

The Uintah Basin Revitalization Fund (UBRF) is a program of the State
of Utah authorized in Section 35A-8-1601, et seq. The goal of the
UBREF is to provide grants and/or loans (primarily grants) to agencies
of county and tribal government in the Uintah Basin, which are
impacted by the development of oil and gas interests held in trust for
the Ute Indian Tribe of the Uintah and Ouray Reservation and its
members.

Board Membership

The UBRF is controlled by a five-member board (The Board)
comprised of a governor's designee, a Duchesne County
Commissioner, a Uintah County Commissioner and two
representatives of the Ute Indian Tribe's Business Committee.

The Housing and Community Development Division (HCD) within the
Utah Department of Workforce Service (DWS) provides administrative
and operational support to the UBRF. This is accomplished through an
application, contracting and tracking system at HCD. HCD administers
the application, contracting, financial processes and all day to day
operations of the fund.

Eligible Applicants

The UBRF Board may authorize grants and/or loans to agencies of
Duchesne County, Uintah County or the Ute Indian Tribe that are or
may be socially or economically impacted, directly or indirectly, by
development of oil and gas interests held in trust for the Ute Indian

Search all of Utah.gov »

Search all of Utah.gov »
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Program

Information

Community Impact Board
Contact Us
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Impact Fund

Uintah Basin
Revitalization Fund
Navajo Revitalization
Fund
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Program

Related Links
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Tribe.

Formal applications for UBRF grants are submitted by the respective
county commissions or the tribal Business Committee to HCD. HCD
prepares the meeting agendas and arranges all meetings. The Board
approves all applications and all decisions of the Board require four
affirmative votes.

Eligible Projects

 Capital projects, including subsidized and low-income housing, and
other one-time need projects and programs.

 Projects and programs associated with the geographic area where
the oil and gas are produced.

Prohibited Activities

e Start-up or operational costs of private business ventures.

¢ General operating budgets of Duchesne County, Uintah County or
the Ute Indian Tribe.

Funding Process

* The UBRF reviews applications and authorizes funding assistance on
a periodic basis. Meetings are generally held quarterly. The majority of
funded activities are for public facilities followed by utilities and
housing.

Funding Guidelines

e Each year, generally at the August meeting, the UBRF allocates its
annual revenue between the three eligible entities based on a statutory
formula that allocates an equal amount to Duchesne and Uintah
County and a higher amount to the Tribe. For 2016 the fund was
statutorily capped at $6,620,210.

For more information, contact Jess Peterson at 801-468-0145.

Funding Update

The number of projects funded and the amount of money allocated
from the fund hit an historic high in 2011. This was due not only to
increased oil and gas production but also to a significant increase in
effort by the Ute Tribe to allocate and spend available funding. The
board and staff continue to work diligently in conjunction with the Ute
Business Committee to increase the expenditure rate of funds. This
effort has resulted in annual expenditures that exceed annual revenues
due to unallocated and unspent funds being allocated to new projects.

For more information, contact Keith Heaton at 801-468-0133.

Approved Projects FY14-16

Project Category |# 2014 UBRF $|# 2015 UBRF $|# 2016 UBRF $

Planning 1| 175,435

Housing 2 210,000 2 (360,000 3| 3,723,000




Public Facility 2 800,000 1 197,577 6| 4,788,259
Public Safety 3 (1,730,000 |2 /925,000 3| 840,000
Recreation/Culture4 (1,569,440 [6 |2,406,644 7| 935,050
Transportation 2 122,000 1 /80,000 1| 1,803,050
Utility 1 75,000 1 [281,000 0 0
Totals 144,506,440 134,150,221 21| *12,264,794

* Annual allocation exceeds annual revenue due to un-allocated and
re-allocated funds

UBRF Board Members

(As of 4/17/17)

Member

¢ Keith Heaton, Chairman - Governor’'s Representative
e Ron Wopsock - Ute Tribe Business Committee

e Edred Secakuku - Ute Tribe Business Committee

e Commissioner Brad Horrocks - Uintah County

e Commissioner Ron Winterton - Duchesne County
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AGREEMENT
THIS AGREEMENT ig wade and entered into this iﬁ%bday of
October, 1995, by and between UINTAH COUNTY, DUCHESNE COUNTY,
political subdivisions of the State of Utah, the STATE OF UTAH and
the UTE INDIAN TRIBE OF THE UINTARH AND OURAY RESERVATION, by
authority of the Interlocal Cooperation Act, Chapter 13, Title 11,
Utah Code Annotated, 1953, as amended, (hergafter the "Interlocal
Cooperation Act").
RECITALS
WHEREAS, Sections $-11-101 through 9-11-108 of the Utah Code
creates the Ulntah Basin Revitalization Fund; and
WHEREAS, Section 59-5-116 of the Utah Code and Section 14 of

the Severance Tax Amendments Act of 1995 allocate for disposition

by the Uintah Basin Revitalization Fund Board a portion of those

oil and gas severance taxes collected by the State of Utah from

lands held in trust by the United States for the benefit of the Ute
Indian Tribe and its members; and

WHEREAS, the Counties of Uintah and Duchesne, the State of

Utah and the Ute Indian Tribe desire to establish rules, procedures

and requirements for the Uintah Basin Revitalization Fund Board and

its activities;
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NOW, THEREFORE, in consideration of the mutual covenants and
promises of the State of Utah, uintah County, Duchesne County and
the Ute Indian Tribe, the parties hereto.agree as follows:

SECTICN ONE
DEFINITICNS

For the purposes of this Agreement, the following terms shall
have the meaning ascribed, unless the context clearly requires
otherwise.

"Authorizing Legislation" means, as appropriate, Sections 9-
11-101 through 9-11-108 or 58-5-216 of the Utah Code.

"Board" means the Uintah Basin Revitalization Fund Board.

"Business Committee" means the TUintah and Ouray Tribal
Business Committee of the Ute Indian Tribe.

"Business Committee Membex(s)" means an elected member(s) of
the Uintah and Ouray Tribal Business Committee ox an authorized
repregentative(s) of that body.

"Counties" means, collectively, the Counties of Uintah and
Duchesne,

"Commimsioner" means an elected member of the County

Commission of Uintah or Duchesne County oxr such Commission’s
authorized representative.

"Fund" means those monies deposited for administration by the
Board pursuant to Section 59-5-116 of the Utah Code and Section 14
of the Severance Tax Amendmente Act of 1995.

"Governor" means the governor of the State of Utah or his/her

authorized representative.
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"State" means the State of Utah.

"Tribe" means the Ute Indian Tribe of the Uintah and Ouray
Reservation, Utah.

"“Trust lands" means those lands held in trust by the United
States for the benefit of the Tribe or its members.

"UBRF' means the Uintah Basin Revitalization Fund.

SHCTION TWO
ESTABLISHMENT OF THE UINTAH BASIN
REVITALIZATION FUND

Pursuant to the Authorizing Legislation, there is hereby
created a legal and administrative entity or association which
shall be known as the UBRF, for the purpose of making grante and
loans from the Fund to the Counties and the Tribe to mitigate the
social and economic impacts, both direct and indirect, arising from

oil and gas development on trust lands.

SECTION THREE
CREATION, COMPOSITION AND PROCEDURES OF BOARD

A. Board - The business and affairs of the UBRF shall be managed

by the Board. The Board may adept such rules and regulations for

dood

the conduct of its meetings and the management of -the-businesg——-

affaire of the UBRF as it deems proper; provided, that such rules
and regulations shall not be inconsistent or conflict with this

Agreement, any By-Laws of the UBRF or the Authorizing Legislation.
B. Co 8 n o and Term - The Board shall be
composed of five (5) members. The members shall consist of: (i) a
Commiggioner of the Uintah County Commiggion; (ii) a Commiseioner
of the Duchesne County Commission; (iii) the Governor; and (iv) two
(2) Busineas Committee Members., Unlesa a member of the Board shall

3
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have his/her appointment withdrawn by the governmental entity
making the appointment, the terms of cffice of members of the Board
shall run concurrently with the terms of office for the Governor,
the Commissioners of the Counties, and that of the Business
Committee Members.

C. Officers of Board - The Chair of the Board shall be the
Governor. The Board shall select from within its membership a
Vice-Chair, who shéll repregent the Board and shall have all

the duties and powers of the Chair in his/her absence. The
Viece-Chair shall éerve & term of one (1) vear, the term of

office commencing on the first day of January of each calendar
vear. The Board shall also gelect, from within or without its
membership, a Secretary of the Board.

D. Voting and Quorum - Each member of the Board shall be entitled
to one vote on the matters that come before it for decision. A
guorum shall exist 1f four (4) members of the Board are present,
and no action may be taken by the Beard in the abgence of a gquorum.

All issues shall be determined by an affirmative vote of at least

- four (%) Teubers of the Board.
E. Meetings - The Board shall hold such regular meetings as it
deems necessary for the conduét of and proper handling of the
bﬁsiness of the UBRF. Meetings of the Beard shall be subject to
the provisions of the Utah Open and Public Meetings Act.

F. BRy-Laws - The Board méy adopt By-Laws by which the UBRF and the
Board will be bound. If adopted, the By-Laws may be amended from

time to time in accordance with their teruws, but in no event shall
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any provigion of the By-Laws be valid if contrary to any of the
terms and conditions of this Agreement or the Authorizing
Legislation,

@. Principal Office - The principal office of the Board shall be

the offices of the State Division of Community Development or such
othey office as may be detexrmined by the Board.

SECTION FOUR
RECORDS

A. Logation and Inspection - Books of account and other records,

whether stored in the form of data on electronic media or
otherwige, of the transactions and business of the Beoard and of the
UBRF ghall be kept at the principal office of the Board and shall
be available at reasonable times for inspection by the State,
Tribe or Counties. If loans arye nade -by the Board, the loan
documents and repayment racords shall be deposited with and
maintained by the State Division of Finance, as required by State
law. The records may be inapected by the public as allowed by law.
B. ERecord Entries - The Board shall cause to be entered upon the

books of the UBRF an accurate account of all dealings, receipts .and . - .

expenditures for or on account of the UBRF.

SECTION FIVE
POWERS OF BOARD

A. Authorities of RBeard - The Board shall have all rights granted
by the Interlocal Cooperation Act and the Authorizing Legislation
which are not incongistent with thisg Agreement and are otherwise in

compliance with State law. Specifically, the Board shall:
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1., HEstablish proceduregs for the application and award of
grants and loang, including:
| (a) eligibility criteria;

(b} a preference that capital projects and other one-
time need projects have a priority over other projectg; and

{a¢) a preference to projecte and programs that are
assocliated with the geographic area where the o0il and gas were
produced; and

(d} cocrdination of projects and programs with other
prajects and programs funded by federal, state and local
governmental entities;

(e) a procedure whereby grants and loans from the URRF,
as far as practicable and if in accordance with the funding
criteria of Board, are allocated on the basis of the following
general guidelines:

(1) seventy-five percent {75%) of annual deposite to
the PFund being committed to projects and activities of the

Tribe:

{27 twelve and one-half percent (12.5%) of annual

dapésits to the Fund béing committed to projects and activities of
Uintah County; and
(3) twelve and one-half percent (12.5%) of aﬁnual
deposits toe the Fund being committed to projects and activities of
Duchesne County.
2. Determine the order in which projects are tc be funded.

3. Ensure that loan repayments and iInterest are deposited
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into the UBRF.

B. Ownership of Property -~ In the event Beoard or the UBREF shall

operate or manage facilities or iuprovements on behalf of one (1)
or more of the parties to this Agreement, the Counties, the State
and the Tribe shall retain title to all real and perscnal property
now owned by that entity.

C. Employess - The Board shall utilige the employees, agents and
representatives of the State Division of Community Development
unless and until, in the judgment ©of the Board and State Divisicon
of Community Development, it is deémed,appropriate and necezsary to
hire staff in order to carry out the duties of the Board or those
of the UBRF. Administrative cogts incurred by the Divisions of
Community Development and Fimance not exceeding the limit set forth
in Section 9-11-107(3) of the Utah Code may be invoiced to the
Board and approved for payment out of the Fund. The Countieg and
Tribe sghall absorb any administrative cogts connected with their
participation in the UBRF.

D. Acquigition of FPunds - The Board, acting on behalf of the UBRF,

- {5 autHorized to apply for, receive and oversee grants, donatioens,
giftg and pledges from any and all sources.

SECTION SIX
MANNEER OF FINANCING

The buginess of the Board and that of the UBRF ghall be
fiﬁanced by the Fund and by such.additicnal funde as may be
provided by the Countieg, State and the Tribe, or by grants,
donations, gifts, and pledges. The Board shall have no authority
to levy or ocollect taxes. The Board shall be subject‘to the

7
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__entity receiving the loan proceeds.————— 77

procedures and requirements under Title 51, Chapter 7, State Money
Management Acih.

SECTION SEVEN
LOANS AND GRANTS

A. Approval of Grants and Loans - Pursuant to the Authorizing
Legiglation, upon receipt of a formal application comtaining such
information as the Board may require, it is empowered to approve
loans and granteg to Duchesne County, Uintah County and the
Tribe, or any combination thereof, from the UBRF. With regard to
guch leoans and grants, the Board:

1. shall review each application for a loan or grant before
approving it;

2. may approve a loan or grant application subject to the
applicant’s compliance with any conditions imposed by the Board;

3. ensure that sach loan specifies the terms of repayment;
and

4, secure loan proceeds from any general obligation, special

agsessment ©r revenue bonds, notes or other obligaticns of the

B. Non-Qualifying Activities - The Board shall not make a loan or
grant to any politieal subdivigion of the State that has failed to
comply with the State Tax Commission’s factoring directives and
shall neot fund:

1. atart-up or operational costs of private business
ventures; dr

2. the operating budgets of the Counties or of the Tribe.
C. Qualifving Activities - The Board shall entertain applications

8
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for loans and grants from Uintah County, Duchesne County or the
Tribe, or any combination thereof, for facilities, services or

improvements authorized by law, including but not limited to the

following:
1. buildings and grounds;
2. housing provision or improvement;
3. aducation; =
4., health cars;
5. parks and recreation;
6. police and fire protection;
7. trangportation;
8. ‘streets and roads;
9. utilities;

10. culinary water;
11l. sewage digposal;
12. sgocial services;

13. =aclid waste disposal;

D. Report to the Legislature - The Board shall submit, net less

than annually, a report to theiiegislature of the State, such
report to be made available to the public on reguest, getting forth
the funding of projects funded during the year preceding the annual
report.

B. Audits - The Fund and all projects funded thexeby, in whatever
fashion or by whatever means, shall be subject to audit by the

Zuditor of the State, an auditor under contyact to him and/or the

State Division of Community Development on proper and adequate
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notice. In addition, the Board may direct that such other audits
ag it deems necegsary be performed at any time.

SECTION EIGHT
TERMINATION OF AGREEMENT

This Agreement shall remain in full force and effect unless
and until one of the following events occurs:

(1) One or more of the parties heretc provides notice
of its intent to terminate ite participation in the Board or the
UBRF. Such notice must be provided in writing to all parties to
this Agreement not less than six (6) months prior to the propesed
date of termination.

(2) There is not deposited to the credit of the UBR¥ those
funds dedicated and allocated under the Authorizing Legislation in
those percentages set forth therein.

(2) BAll of the partiee hereto consent in writing to terminate
thig Agreement on a date certain.

SECTION NINE
CONSIDERATION AND PARTICIPATION
IN FUND

The Tribe and the Counties acknowledge and _agree —that——

establishment of the Fund and iteg financing with a portion of the
severance taxes of the State is the direct result of the Tribe’s
and Counties’ agreement not Lo impose a business or activity fee or
business or activity tax based upon the gross receipts of a license
holder or taxpayer. In the event the Tribe, Duchesne County or
Uintah County imposes a business or activity fee or business or
activity tax based on groas receipts of a license holder or
taxpayer, the governmental entity imposing such a business or

10
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activity fee or business or activity tax shall automatically become

ineligible t¢ participate in the Fund or to receive monies

therefrom,
SECTION TEN
MISCELLANEQOUS PROVISIONS
A reement._a cation - This Agreement cconstitutes

the entire agreement between the State, Countias and the Tribe with
regard to the Board and the UBRF and may not be xescinded,
supplemented, amended or modified without the written consent of
all of the parties.
B. Headings - The headings to the various sections and paragraphs
of this Agreement are inserted only for convenience of reference
and are not intended, nor shall they be construed to modify,
define, limit or expand the intent of the parties.
C. Authority - The parties represent that the person executing
this Agreement on each party’s behalf has been duly authorized by
all necessary and appropriate action to enter into this Agreement.
IN WITNESS WHEREQF, the STATE OF UTAH, DUCHESNE COUNTY, UINTAH

COUNTY and the UTE_INDIAN-TRIBE-havecaused—this Agreement to be

executed on the day and year first above written.

UINTAH COUNTY
ATTEST:

. ’ e ‘]
v L e Mty ~
Clerk/Auditor . GLEN McK Chaipman

Uintah County Commission

13
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Uintah Basin Revitalization Fund and Board statute,
Utah Code 9-10-101 et seq

9-10-101. Definitions.

As used in this chapter:

(1) "Board" means the Uintah Basin Revitalization Fund Board.

(2) "Capital projects” means expenditures for land, improvements on the land, and equipment
intended to have long-term beneficial use.

(3) "County" means:

(@) Duchesne County; or

(b) Uintah County.

(4) "Division™ means the Division of Housing and Community Development.

(5) "Revitalization Fund" means the Uintah Basin Revitalization Fund.

(6) "Tribe™ means the Ute Indian Tribe of the Uintah and Ouray Reservation.

9-10-102. Legislative intent -- Uintah Basin Revitalization Fund -- Deposits and contents.

(1) In order to maximize the long-term benefit of severance taxes derived from lands held in
trust by the United States for the Tribe and its members by fostering funding mechanisms that
will, consistent with sound financial practices, result in the greatest use of financial resources for
the greatest number of citizens of the Uintah Basin, and in order to promote cooperation and
coordination between the state, its political subdivisions, Indian tribes, and individuals, firms,
and business organizations engaged in the development of oil and gas interests held in trust for
the Tribe and its members, there is created a restricted special revenue fund entitled the "Uintah
Basin Revitalization Fund.”

(2) The fund consists of all money deposited to the Revitalization Fund under this part and
Section 59-5-116."

(3) (a) The Revitalization Fund shall earn interest.

(b) All interest earned on fund money shall be deposited into the fund.

9-10-103. Uintah Basin Revitalization Fund Board created -- Members -- Terms -- Chair -
- Quorum -- Expenses.

(1) There is created within the division the Revitalization Board composed of five members
as follows:

(a) the governor or his designee;

(b) a Uintah County commissioner;

(c) a Duchesne County commissioner; and

(d) two representatives of the Business Committee of the Tribe.

(2) The terms of office for the members of the board shall run concurrently with the terms of
office for the governor, commissioners, and Business Committee of the Tribe.

(3) The governor, or his designee, shall be the chair of the board.

! This statutory provision (59-5-116) follows after the Uintah Basin Revitalization Fund and Board statute.



(4) Four board members are a quorum.

(5) All decisions of the board require four affirmative votes.

(6) A member may not receive compensation or benefits for the member's service, but may
receive per diem and travel expenses in accordance with:

(a) Section 63A-3-106;

(b) Section 63A-3-107; and

(c) rules made by the Division of Finance pursuant to Sections 63A-3-106 and 63A-3-107.

9-10-104. Duties -- Loans -- Interest.

(1) The board shall:

(a) subject to the other provisions of this chapter and an agreement entered into under Title
11, Chapter 13, Interlocal Cooperation Act, among the state, the counties, and the Tribe, make
recommendations to the division for grants and loans from the revitalization fund to county
agencies and the Tribe that are or may be socially or economically impacted, directly or
indirectly, by mineral resource development;

(b) establish procedures for application for and award of grants and loans including:

(i) eligibility criteria;

(ii) subject to Subsection 9-10-106(2)(b), a preference that capital projects, including
subsidized and low-income housing, and other one-time need projects and programs have
priority over other projects;

(iii) a preference for projects and programs that are associated with the geographic area where
the oil and gas were produced; and

(iv) coordination of projects and programs with other projects and programs funded by
federal, state, and local governmental entities;

(c) determine the order in which projects will be funded;

(d) allocate the amount to be distributed from the revitalization fund for grants or loans to
each county and the Tribe during a fiscal year as follows:

(i) up to and including the first $3,000,000 that is approved for distribution by the board
during a fiscal year, the board may allocate the amount in accordance with the interlocal
agreement described by Subsection (1)(a), except that the board may not allocate less than 75%
of the amount under the interlocal agreement to the Tribe unless the interlocal agreement is
further modified by statute; and

(ii) beginning with fiscal year 2007-08, any amount approved for distribution by the board
during that fiscal year in excess of $3,000,000 shall be allocated equally amongst each county
and the Tribe so that each receives 1/3 of the amount approved for distribution by the board in
excess of $3,000,000;

(e) qualify for, accept, and administer grants, gifts, loans, or other funds from the federal
government and from other sources, public or private; and

(f) perform other duties assigned to it under the interlocal agreement described in Subsection
(1)(a) that are not prohibited by law or otherwise modified by this chapter.

(2) The board shall ensure that loan repayments and interest are deposited into the



revitalization fund.

(3) The interlocal agreement described in Subsection (1)(a) shall be consistent with the
following statutes, including any subsequent amendments to those statutes:

(@) this chapter;

(b) Title 11, Chapter 13, Interlocal Cooperation Act;

(c) Section 59-5-116; and

(d) any other applicable provision of this Utah Code.

9-10-105. Powers.

(1) The board may:

(a) appoint a hearing examiner or administrative law judge with authority to conduct any
hearings, make determinations, and enter appropriate findings of facts, conclusions of law, and
orders under authority of the Interlocal Cooperation Act; and

(b) make rules under Title 63G, Chapter 3, Utah Administrative Rulemaking Act, if necessary
to perform its responsibilities.

(2) The board shall:

(a) be subject to the procedures and requirements under Title 52, Chapter 4, Open and Public
Meetings Act; and

(b) be subject to the procedures and requirements under Title 51, Chapter 7, State Money
Management Act.

9-10-106. Eligibility for assistance -- Applications -- Review by board -- Terms -- Security.

(1) Counties or the Tribe that wish to receive loans or grants from the board shall submit
formal applications to the board containing the information required by the board.

(2) The board may not fund:

(a) start-up or operational costs of private business ventures; and

(b) general operating budgets of the counties or the Tribe, except that the Tribe may use a
grant or loan to fund costs associated with the management and administration of energy or
mineral development on:

(i) lands held in trust by the United States for the Tribe and its members; or

(i) lands owned by the Tribe.

(3) (a) The board shall review each application for a loan or grant before approving it.

(b) The board may approve loan or grant applications subject to the applicant's compliance
with certain conditions established by the board.

(c) The board shall:

(i) ensure that each loan specifies the terms for repayment; and

(ii) secure the loans by proceeds from any general obligation, special assessment, or revenue
bonds, notes, or other obligations of the appropriate subdivision.

9-10-107. Division to distribute money -- Annual report -- Administration costs.
(1) The division shall distribute loan and grant money if the loan or grant is approved by the
board.



(2) The division shall make an annual report concerning the number and type of loans and
grants made as well as a list of recipients of this assistance to:

(a) the Native American Legislative Liaison Committee, created in Section 36-22-1; and

(b) the governor.

(3) The division, with board approval, may use fund money for the administration of the fund,
but this amount may not exceed 2% of the annual receipts to the fund.

9-10-108. Deposits into fund -- Unallocated balance nonlapsing.

(1) (a) All money received under Section 59-5-116 shall be deposited in the Revitalization
Fund provided that no business or activity fee or tax based on gross receipts has been imposed by
a county or the Tribe on oil and gas activities.

(b) (i) Nothing in this Subsection (1) prohibits a county from imposing a charge described in
Subsection (1)(a) with respect to any gathering, transmission, or local distribution pipeline in
which the county owns an interest.

(i1) Nothing in this Subsection (1) prohibits the Tribe from imposing a charge described in
Subsection (1)(a) with respect to any gathering, transmission, or local distribution pipeline in
which the Tribe owns an interest.

(2) Any unallocated balance in the fund at the end of each fiscal year shall be nonlapsing.

Utah Code 59-5-116, in Chapter 5, Severance Tax on Oil, Gas, and Mining

59-5-116. Disposition of certain taxes collected on Ute Indian land.

(1) Except as provided in Subsection (2), there shall be deposited into the Uintah Basin Revitalization
Fund established in Section 9-10-102:

(a) for taxes imposed under this part, 33% of the taxes collected on oil, gas, or other hydrocarbon
substances produced from a well:

(i) for which production began on or before June 30, 1995; and

(ii) attributable to interests:

(A) held in trust by the United States for the Tribe and its members; or

(B) on lands identified in Pub. L. No. 440, 62 Stat. 72 (1948);

(b) for taxes imposed under this part, 80% of taxes collected on oil, gas, or other hydrocarbon
substances produced from a well:

(i) for which production began on or after July 1, 1995; and

(i) attributable to interests:

(A) held in trust by the United States for the Tribe and its members; or

(B) on lands identified in Pub. L. No. 440, 62 Stat. 72 (1948); and

(c) for taxes imposed under this part, 80% of taxes collected on oil, gas, or other hydrocarbon
substances produced from a well:

(i) for which production began on or after January 1, 2001; and

(i) attributable to interests on lands conveyed to the tribe under the Ute-Moab Land Restoration Act,
Pub. L. No. 106-398, Sec. 3303.

(2) (a) The maximum amount deposited in the Uintah Basin Revitalization Fund may not exceed:



(i) $3,000,000 in fiscal year 2005-06;

(ii) $5,000,000 in fiscal year 2006-07;

(iii) $6,000,000 in fiscal years 2007-08 and 2008-09; and

(iv) for fiscal years beginning with fiscal year 2009-10, the amount determined by the commission as
described in Subsection (2)(b).

(b) (i) The commission shall increase or decrease the dollar amount described in Subsection (2)(a)(iii)
by a percentage equal to the percentage difference between the consumer price index for the preceding
calendar year and the consumer price index for calendar year 2008; and

(ii) after making an increase or decrease under Subsection (2)(b)(i), round the dollar amount to the
nearest whole dollar.

(c) For purposes of this Subsection (2), "consumer price index" is as described in Section 1(f)(4),
Internal Revenue Code, and defined in Section (1)(f)(5), Internal Revenue Code.

(d) Any amounts in excess of the maximum described in Subsection (2)(a) shall be deposited into the
General Fund.
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