Appendix 1

POOLING AGREEMENT PURSUANT TO TNRC § 52.076
STATE OF TEXAS / MILAGRO EXPLORATION, LLC
" COCKBURN STATE YEGUA UNIT
M-110253
WHARTON COUNTY, TEXAS

* THIS AGREEMENT ("Agreement") is made and entered into and effective the 1st day of July 2009, by and between the
Commissioner of the General Land Office of the State of Texas (*State™), and Milagro Exploration; LLC ("Milagro™").

WITNESSETH THAT:

WHEREAS, the State owns the minerals wmder 13.8 acres of the Colorado River contained within the boundaries of the
441 1-acre Cockburn State Yegua Unit (**Unit”) ”) said 13. Samheremmerrefexredmasthe(“unleased interest”); and

WHEREAS, pursuant to Texas Natural Resources Code §52.076(a)(4), the School Land Board has authority to pool
unleased river beds and channels owned by the State; and

WHEREAS, Milagro and the State desire to pool the above-referenced unleased interest into said Unit; and

WI-IEREAS, The School Land Bom';i at its regular meeting on July 14, 2009, determined that pooling said imleased interest
for oil and gas from the surface to 100 feet below the deepest depth drilled on the Unit as of July 14, 2009, is in the best interest of the
State.

NOW, THEREFORE, in consideration of the paymmt of $4,830.00 to the State and of the muiual agreements hereinafter
set forth and together with other valuable consideration, the reeeipt and sufficiency of which are hereby acknowledged and confessed,
and for the purposes and upon the terms and conditions contained herein, the parties hereto agree as follows:

1 ThisAgreememisenteredinmpmsuantmthcmnhoﬁtygmnﬁedinChqmrﬂ,oftheTmsNamralR:somcm
Code and Chapter 9 of Title 31 of the Texas Administrative Code and is intended to be performed pursuant to and in compliance with
all applicable statutes, decisions, regulations, rules, orders and directives of any govemmental agency having jurisdiction over the
production and conservation of minerals from the Unit and in the interpretation and application hereof this Agreement shall be, in all
things, subject thereto.

2, The State and Milagro agree that nothing herein shall be construed as granting a leasehold interest to Milagro in

the unleased interest but rather this Agreement affects a coniractual pooling of interests with the respective rights and duties of the

parties defined in paragraph 3, below.

3. . The rights and duties of the State and Milagro with respect to the unleased interest within the boundaries of the -

Unit shall be established, governed and controlled by the terms, conditions and covenants contained in Exhibit "1" and Exhibit “2”
attached hereto and incorporated herein, wherein the State shall be considered the Lessor and Milagro the Lessee and the State
shall receive its share of unit production in the form of a royalty as provided in Exhibit “1” and allocated to the State as provided

in Exhibit “2” with no obligation to the State for operating costs of any kind, including but not limited to exploring, drilling,
" equipping, completion, treating, transporting, marketing, plugging, abandonment or restoration.

4. This Agreement shall remain in effect for 4 term of one year from the effective date and so long as the pooled
mineral is being produced in paying quantities from the Unit, or so long as this Agreement is maintained in force by payment of shut-
in oil or gas well royalties on a unit well, by drilling or rework operations on a unit well, or by other means in accordance with the
terms of Pxhibit “1” to this Agreement, or so long as the instrument creating the Unit remains in effect; provided that this Agreement
shall automatically terminéate on the date production of the pooled mineral ceases and there are no further operations on the unit to re-
establish production of the pooled mineral, even though the instrument creating the pooled unit may remain in effect because a
dissolution of unit has not been filed of record.

5. Inasmuch as the parties may not be able conveniently to execute one original hereof, it is agreed that a
counterpart hereof may be executed by each party to this Agreement, each of which shall be considered an original, and all of said
counterparis shall be construed together as one instrument.

6. The terms and provisions hereof shall extend to and be binding upon the heirs, legal representatives, successors,
and assigns of the parties hereto.



‘
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1. This Agreement is to be performed in the State of Texas, and the substantive laws of the State of Texas will
govern the validity, construction and enforcement of this Agreement.

IN WITNESS WHEREQF, the parties have executed this Agreement upon the respective dates indicated below.

Date Executed 1|2 ) STATE OF TEXAS

legal ;ﬂs’/
leas, =@l

=

Date Executed

STATE OF TEXAS
COUNTY OF __ Modtiis

This instrument was agknowledged before me on MA (b . ,2009,by_ Makshall MunselA, s
SE ‘fl'ce &:g [dm _';‘H_pug:" 11LC,a .DQJMML corporation on behalf of -

said corporation

Notary Public in and for the State of Texas

CERTIFICATE
1, Stephanie Crenshaw, Secretary of the School Land Board of the State of Texas, do hereby certify that at a meeting of the

School Land Board duly held on July 14, 2009, the foregoing instrument was approved by said Board under the provisions of
Chapter 52 of the Natural Resources Code all of which is set forth in the Mimutes of the Board of which I am custodian.

IN TESTIMONY WHEREOF, witness my hand this the Z 2 day of Ju ] (V 2009,
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EXHIBIT “1”
§52.076 Exhibit 1, Revised 3/07

1. RESERVATION AND GRANT: There is hereby excepted and reserved to Lessor the full use of the property covered hereby and all rights with respeot to the surface and suhsurface
thereof for any and all purposes except those granted to Lesses, being the sight to explore for, drill andpmdnucthepuoleduﬂnemlﬁmnthepoo]ednma,mdussorﬁmhermsuvasﬂ;cﬁmof
ingress and egress anduseafsaidlandsbyLmormditsminunllms,fnrp\n'pnsesufnq:lmingfnrmdpmdncingtheminamlsmdzaneswhiuhmnotcoveredbythisAgmemmL All of the
sights in and to the poocled area retained by Lessor and all of the sights in and totbepooladmgmntedmhssubaeinsballbcuemisedinsuchnmannuthatnnithershallundlﬂyinml’emwiﬂ;
the operations of the ofher. :

2. PRODUCTION ROYALTIES: Upon production of the pooled mineral Lessee agrees to pay or cause to be paid to the Commissioner of the General Land Office in Austin, Texas, for the
use and benefit of the State.of Texas, during the term hereafs

(A) OIL: As a royalty on ofl, which js defined as including all hydrocarbons produced in a liquid form at the mouth of the well and also all condensate, distillate, and other Hquid
hydroearbons recovered from oil or gas nim through a separator ar ofher equipment, as hereinafter pravided, 1/4 part of the gross produstion ar the market value thereof, at the option of the
Lessor, such value to be dcterminedbyl)thehighestposﬂdpﬂugphswmﬁnm,-ﬂ'any,oﬁazdmpﬁdﬁroﬂ,mﬂw&gdisﬁﬂam,otoﬂwrliqnidhydmoatbons,respecﬁvely,ofa]ﬂqtypemd
mvityimhggenemlnreawbmproducedmdwhanmn,ur2)thehigh=stmatk=tpﬁmIhu'enfuﬂ'eredorpnidinﬂmganemlmwhmpmduoedandwhmnm.or3)thes;mssproceedsofthe
sale thereof, whichever is the greater. Lemeagreesthatbcfuraanygasprodnuedﬁnmﬁmlmdhmbypndcdismlinsednrpmuesssdinaplant,itwillbemnﬁ'seufcosttuussorthmughm
adequate ofl and gas separator of conventional type ar other equipment st least as efficient to the end that all liquid hydrooarbons recoverable from the gas by snob means will be recovered, Upon
writtmeunsmtquessor.lhemqnimmentﬂ:alsnnhgnsbenmﬂnuughsuchasepmatnroroﬁmequipmantmaybewﬁvnduponmnhmmsmdmndiﬁmaspmm‘bedbylm.

(B) NON-PROCESSED GAS: As a royalty on any gas (including flared gas), which is defined as a1 hydrocarbons and gaseous mibstances not defined as oil in subparagraph (A) ebovs,
produced from any well on said land(mmeplaspmvidedhueinwiﬂxmsp:cttogaspmcessedinaplantforﬂmmcﬁunofgnsoline,liqnidhydmcarbansoroﬂ:erpmducts);ﬂpnnoftbcm
production or-the market value thereof, at the option of the Lessor, such value to be beszd on the highest market price paid or offered for ges of compargble quality in the general ares where
produced and when nun, or the gross prioe paid or offered to the producer, whichever is greater provided that the maximum pressure base in measuring the gas under this agreement contract shall
not at any time exceed 14.65 pounds per square inch absolute, and the standard base temperature shall be sixty (60) degrees Fahrenheit, correotion to be made for pressure according to Boyle's
Law, and for specific gravity according to test made by the Balance Mesthod or by the most approved method of testing being used by the industry st the time of testing.

* (C) PROCESSED GAS: -Axaruyaltyonanympmomdiuagasulincplmtoroﬂxuplamfnrthemsynfgasoﬁneoroﬁwrlfqnidhydmoafbnns,ﬂipmtuftbatwiduemandﬁn
liquid hydrosarbons exiracted or the market value thereof at-the aption of the Lessar, All royalties dne herein shall be hased on one hundred pescent (100%6). of the total plant production of
xasidnegasamihumblatngaspmduwdﬁnmthisamun,mdunﬁﬁypumt(so%)mﬂmmamuingmlme,whiuhmisﬂwmtnr,ofﬂlemmlplantpmducﬁonnfliquld
hydmwbons,am-ibutahlemthemmmmmwmddmiuqﬁdwmmmdhmmmhaplminwlﬂchlm(oritspmt,mbﬁdiuyor
sﬁliate)uwnsmintuest.ﬁmthcpmhgcappﬂcabletoliqnidhydmmbmsbaﬂbeﬁﬁypm(50%)mthnhighastpmtanwningmaﬁ1ﬁﬂpmypmcwdnggasthmngbmchplmt
nndarapmcessingagwnentnagoﬁstedatms’lmgth(orﬂ'thmhnnsuohﬁ:dpnrly,ﬂmlﬁghcstpmmtﬂlwbﬁngspedﬁedinpmussingagreunmtsormmmiutheindusuy).whiahwar
is the greater, 'I’hempeoﬁvemyalﬁesonresidna-mandmliqnidhydroqarbonsshaﬂbudateuninedbyl)thchigbestmaﬂ:ntpﬂmpﬁdoroﬂ‘awdfnrnnygas(quiqlﬁdhydmcatbm)nf
compmablequalityinthegensralareaorZ)ﬂwmpricapaidornﬁ'aradfurxmhmﬁduem(wﬂwweighudmgemsdlhgpﬁufurmerupeoﬁvemdesafliquidhydrocarbons),
whichever is the greater. In no event, however, shall the royalties payable ynder this paragraph be less than the royalties which would have been due had the gas not been processed.

(D) OTHER PRODUCTS: As a suyalty on carbon black, snlphur or any other products produced or manufacturod from gas (excepting liquid hydrocarbons) whether said gas be
"casinghead,” "dry” or any other gas, by fractionating, burning or any other processing, 1/4 part of gross production of such produots, or the market value thereof, at the option of Lessor, suoh
market value to be detesmined as follows: -

(1) On the basis of the highest market price of each product, during the same month in which such product is produced, or
(2) On the basis of the average gross sale price of each product for the same month in which such produots are produced; whichever is the greater.

(E) NO DEDUCTIONS: lasseeagreaslhmmruyﬂﬂasamningmlmrmdaﬁsamtshnﬂbewilhongdedncﬁonfnrﬂ:emstofpmducing, transporting, and otherwise making
the oil, gas and other produscts produced hereunder ready for sale or use.

() ROYALTY IN KIND: Notwithsmndinganylhingmlaﬁwdheminmﬂ:emm,umrmny,atitsopﬁon,upmnotlessﬂxanmdnysnoﬁeeml.essee.reqﬁmatnnyﬁmeorﬁ-am
ﬁmetoﬁmethatpnymcntofallurmymyalﬁuamningmlmormdulhiswbemdeinldndvdmumdcduoﬁmfurﬁwcostvofmdndng,gaﬂxeﬂn&swﬁn&sapmﬁng,mﬁn&
dehydmting, compressing, processing, transporting and otherwise making the oil, gas and other products produced hereunder ready for sale or use. Lessor's right to take its royalty in kind shall
not diminish or negate Lessos’s rights or Lessee's obligatians, whether express or implied, under this agreement. L ’

(G) PLANT FUEL AND RECYCLED GAS: No royalty shall be payable on any gas as may represent this agreement’s proportionate share of any fuel used to proceks gas produced
hesennder in any processing plant. Notwithstanding anything contained herein to the contrary, and subject to the consent in writing of the Commissicner of the General Land Office, Lesses may
recycle gas for gas lift porposes on the pooled area afier the liguid hydrocarbons contained in the gas have been removed, and no royalties shall be payable on the gas so recycled mmtil such time
as the same may tliereafier be produced and sold ar used by Lessee in such manner s to entitle Lessor to a royalty thereon under the ruyalty provisions of this agreement.

(H) MINIMUM ROYALTY: The royaltics paid to Lessar each year in no event shall be less than $5.00 per acre pooled; otherwise, there shall be due and payable on or before the last
day of the month succeeding the anniversary date of first production a sum equal to $5.00 per acre pooled less the amount of royalties paid during the preceding year.

3. ROYALTY PAYMENTS AND REPORTS: All royalties not taken in kind shall be paid to the Commissioner of the General Land Office st Austin, Texas, in the following manner:
Payment of royalty on production of oil and gas shall be as provided in the rules set forth in the Texas Register. Rules curently provide that royalty on oil is due and must be received in the
General Land Office on or before the 5th day of the second month sucseeding the manth of prodnction, and royalty on gas is due and must be received in the General Land Office an or before the
15th day of the second month succeeding the month of production, accompanied by the affidavit of the owner, manager or other anthorized agent, completed in the form and manner preseribed by
theGnnamlLandOﬁoemdshowinglhegmssmonntmddisposiﬁonafuﬂoﬂandgaspmducedmdthenmkﬂvaluauftheoﬂmdgas,hgﬂhuvﬁd:ampyofaﬂdnmms,mmrﬂsor
reports confinning the gross production, disposition and market value including gas meter readings, pipeline receipts, gas line receipts and other checks or memoranda of amount produced and put
intopipalin,tanks,nrpoolsandgaslinesorgasmmgc,mdmyoﬂmreponsormcardswhinhthchnuuledOﬂiumaquﬁmmveﬁfyﬂ:egmsspmducﬁm,disposiﬁonandmmket
value. In all cases the authority of a manager or agent to act for the Lessee herein must be filed in the General Land Office. Each royalty payment shall be accompanied by a check stub,
schedule, summary or other remittance advice showing by the assigned General Land Office lease number the amount of royalty being paid to each lease number, If Lessee pays his royalty on or
before thirty (30) days afier the royalty payment was due, then Lessee owes a penalty of 5% on the royalty or $25.00, whichever is greater. A royalty payment which is over thirty (30) days late
shall accrue a penalty of 10% of the royalty due or $25.00 whicheves is greater. In addition to a penalty, royalties shall accrue interest at a rate of 12% per year; such interest will begin acorning
when the royalty is sixty (60) days overdue. Affidavits and supporting documents which are not filed when due shall incur a penalty in an amomnt set by the General Land Office administrative
mule which is effective on the date when the affidavits or supporting documents were due, ‘The Lessee shall bear ell responsibility for paying or causing royalties to be paid as prescribed by the
due date provided herein. Payment of the delinquency penalty shall in no way operate to prohibit the State's right of forfeiture as provided by law nar ast to postpene the date on which royalties
were originally due. The above penalty provisions shell not apply in cases of title dispute as to the State's portion of the royalty or to that portion of the royalty in dispute as to fair market value,

4. (A) RESERVES, CONTRACTS AND OTHER RECORDS: Lessee shall annually furnish the Commissioner of the General Land Office with its best possible estimate of pooled mineral
reserves undeslying the pooled area and shall furnish said Commissioner with copies of all contracts under which gas is sold or processed and all subsequent agreements and amendments to such
coniracts within thirty (30) days after entering into or making such contracts, agreements or amendments. Such contracts and agreements when received by the General Land Office shall be held
in confidence by the General Land Office unless otherwise sutherized by Lessec. All other contracts and records pertaining to the production, transportation, sale and marketing of the pooled



E ®,
mineral produced fiom the pooled area, including the books and acoounts, receipts and discharges of al] wells, tanks, pools, meters, and pipelines shall at all times be subject to inspection and
examination by the Commissioner of the General Land Offics, the Attomey General, the Govemnar, ar the representative of eny of them,

(B) DRILLING RECORDS: Wiritten notice of all operations on the pooled unit shall be submitted to the Commissioner of the General Land Office by Lessee or operator five (5) days
before spud date, workover, re-entry, temporary abandonment or plug and abandonment of any well or wells. Such wrilten notice to the Genera! Land Office shall inolude copjes of Railroad
Commission forms for application to drill. Copies of well tests, completion reports and plugging reports shall be supplied to the General Land Office at the time they are filed with the Texas
Railroad Commission. Lessee shall supply the General Land Office with any records, memarands, acoounts, reports, cuttings and ocres, or other information relative to the operation of the
above-described premiscs, which may be requested by the General Land Office, in addition to those herein expressly provided for. Lessee shall have an electsical and/or radioactivity survey
made on the bore-hole section, from the base of the surface casing to the total depth of well, of all wells drilled on the unit and shall transmit a true copy of the log of each survey on each well to
the General Land Office within fifieen (15) days afier the making of seid survey. ;

(C) PENALTIES: Lesses shall incur a penalty whenever reports, documents or other materials are not filed in the Genesal Land Office when due. The penalty for late filing shall be set

by the General Land Office administrative rale which is effective on the date when the materials were due in the Genesal Land Office.

5, OFFSET WELLS: Ifﬂ:epunledlm'nemlshouldbepmducedinunmmercialquanﬁﬁesﬁ'omawallloostednnlandpﬁvatelyownedmonsmlandleasedatalmmyilty,whiuhwgli;s
whhhnnemousand(l,OOO)futuﬁhenreainulndedherein,orwhiuhwellisdrainingtheareamvuedbyﬂﬁsngreement.thel.esseeshaﬂ,withinsbdy(ﬁO)daysaﬂumchiniﬁalpmdncﬁnnﬁum
the draining well orﬂ:eweﬂlncabdwiﬂﬂn'onclhoumd(l,oomfmﬁmnﬂ:eamacovuedbydiugrecmmlbeginhgoodfaiﬂumdpgosqmnedﬂigmﬂyﬂwylﬁllﬁ:gnfmnﬁetweﬂmﬂwm
mveradbyﬂﬂsaganeut.mdmﬁoﬂ’sﬂweﬂshaﬂbed:ﬂledlosunhdepthasmaybenmmytoprev:nﬂhemdnedminageof!heueacwmdbythiaamcnt.andﬂlel.essee,mmgeror
dﬂnatshnnmeallmmsneoessaryinaguodfniﬂt:&ntomakemchoﬁctwenprudnuoﬂmdlmgasinmmudpl quantities. Only vpon the determination of the Commissioner and with his
wiritien spproval, may the payment of a compensatory Toyalty satisfy the obligation to drill an offset well or wells required under this Paragraph.

6. DRILLING AND REWORKING AT EXPIRATION OF PRIMARY TERM: K, at the expiration of the primary term, the pooled mineral is not being produced from the pooled area,
but Lessee is then engaged in drilling or rewuridng operations thereon, this agreement shall remain in force so lang as operations on said well or for drilling or reworking of any additional wells
are proseouted in good faith and in workmanlike manner withont interuptions totaling more than sixty (60) days during any one such operation, and if they result in the production of ol and/or .
828, s0 long thereafier as ol and/or gas is produced in paying quantities from said land, or payment of shut-in ofl or gas well royalties or compensatory. rayalties_is. made. as_provided in, this .
agreement, : ; ]

7. CESSATION, DRILLING, AND REWORKING: If at the end of, or after the primary term, production of the pooled mineral shonld cease from any canse, this agreement shall not
terminate if Lessee re-establishes production in paying quantities within sixty (60) days afier such cessation or commences additions drilling or reworking operations within sixty (60) days after
such eossation, and this agreement shall remain in full force and effect for so long as such operations continue in good fuith and in workmanliks mannér without interruptions tofaling mors than
sixty (60) days. Fnramaﬁonofproducﬁmpﬁortnﬂwendofﬂxcprhmrytu'm,hsseemayusctheaphﬁnnnfthepﬁmmytumuﬂwdamufnessaﬁnnufpmdnuﬁm.lfsuchdrmingor
rewuﬂdngopmtionsresnltinﬂwpmdncﬁonofthapooledminual,thaageunmtsbaﬂ_mmﬁ:inﬁﬂlﬁ:mandeﬁctﬁ:rmlmgaxdwpodedminualisymdnwdﬁomthenmledmitinpaying
qnanﬁtiesorpnymcntufalmt-inoﬂmgpswdlmyﬂﬁesorpnymentofwmpmmmyalﬁesismaﬂeaspmvidedhmﬁnm-aspmvidedbylaw. If the drilling or reworking operations result in
ﬂmcomp]ctionofawellasadryholn,ﬂ:isammtwmnotmruﬂnmifﬂ:eusseewmmmaddiﬁqmldrillhgormwnﬂcingopmﬁonswithinsbdy(M)dayuﬁaﬂheoompleﬁannfﬂnewau
asadryhole,andﬂx{énsrwnwtshallrwminin&ctmlmgaslmeemﬁnnesdriﬂingnrmﬂdngopmﬁmingoodfniﬁxandinawoﬂnnanlﬂcmannuwlﬂmqtimumpﬁpnstomﬁngmpm
than sixty (60) days. Lesses shall give written notios to the Genesal Land Office within thirty (30) days of any cessation of prodnction. . G

8. SHUT-IN ROYALTIES: For purpases of this paragraph, *well” means any well that has been assigned  well sumber by the state agency having jurisdiction pver the produstion of cil
and gas. Ifalanyﬁmsawalloapableofpmducingthepooledminuulinpsyingquanﬁﬁesislocamdmlhcpmledmbutﬁaepnolednﬂnmlisnotbdngpmdnudﬁ:rlackofsﬁtabla
pmdunﬁonfaniliﬁeaorlacknfnsnﬁtah]gmmhl,thLesseemaypayasashul—inuilorgasrnyaltyanamounteqnaltoSl0.00puampooled,butnotlessthanﬂ,zoot'nruahwellcapableof
producing the pooled mineral in paying quantities, To be effeotive, each initiat shut-in eil or gas royalty must be paid on or before: (1) the expiretion of the primary term (2) 60 days after the
Lessecceasestnprodweﬂlapooledminﬂnlﬁ'umthcpoohdnru,or(3)60daysnﬁarLesseemmplctesn&ﬂlhgmmwaﬂdngopmﬁonhmdmcewﬁhthemofﬂﬂsammg
whichever date is Jatest, lfﬂwslmt-inoﬂmgasmyﬂtyispﬁd,tﬁsnsreemmtshaﬂbemsidmadmbeamdnﬁngsgmmmtmdthepaymmlsbﬂnmdﬂletemofﬂ:esmmtfnr'a
periodofuneyearﬁomtheﬁrstdayofthemonﬂ:fullowingﬂumonthinwhinhprodunﬁoneaased.md,aﬁutba;ifnosuimblcpmdunﬁmfauﬂiﬁumsuimblamaﬂmﬁ:rﬂ:epooledminual
udsts,Lesseemayndmdﬁ!isagmmentforfommmsuuessivepuiodsofone(l)ywbypayingthemeamoumuchymonorbefm'eﬂlenpimﬁouufeachshut-inym.

9. COMPENSATORY ROYALTIES: If, during the period the agreement is kept in'effest by payment of the shut-in oil or gas royalty, the pooled mineral is sold and delivered in paying
quantiﬁesﬁ-umawdllocamdwiﬂxinoneﬂmumd(],ooa)futofthepooledmandcomplewdinthemepmdncingmervnir,ur_in any case in which drainage of the pooled mineral is
oocnning.lhcrigbttooonﬁnuatomaﬁxtainthngmunmtbypayingtheshm-inuilurgasmyalkyahallmse,huuheagxmmshallmhsﬂ‘wﬁveﬁwrﬂ:amnaindnroﬂhaymforwlﬁch_ﬂw N
soyalty has been paid. Themenymaﬁztainthenyeemantforfommommwesﬁwymbylampayﬁ\gmpwmmyﬂtyaﬂhemyﬂtymmwi#dinthipuslaemganﬂ:emmka
vnluanfpmdnotionﬁumthewclloausinglbedminageorwh!chismmpletedinlhesamepmdnoingmkmdwithinoncthonsand(l,OOO)feetnfthepooladm The compensatory royalty
istobepnidmonﬁllytoﬁleConmiuionerbesinningonorbeﬁ)uthelnstdayoﬂhemunﬂlﬁallowingﬂwmnnﬂ:inwhinhthepoolednﬂnualispmdnwdﬁnmﬂ:ewellaausingtbndrainagcorthnl
is completed in the same producing reservoir and located within one thovsand (1,000) feet of the pooled ares; if the compensatory soyalty paid in any 12-month period is in an amount less than
ﬂ:emualshnt—inoilorgasmyalty,l.esseeshallpaysnamunntaqualto!hediﬂ'emuewiﬂﬁnthﬁtyﬂﬂ)dsysﬁumtheeadofﬂmlZ—monthpuiod;nndmneo{ﬂ:esepmvisimgwmrqlim
Lessee of the obligation of reasonsble development nor the obligation to drill affsat wells as provided in N.R.C. Seotion 52.034; however, at the detesmination of the Commissioner, and with the
Commissioner's written approval, the payment of compensatory royalties shall satisfy the obligation to dsill offset wells. Compensatory royalty payments, which are not timely paid, will accrue
pesalty and interest in accordance with Paragraph 3 of this agreement. -

10, USE OF WATER; SURFACE: Luseeshallhavcﬂ:cﬁ@ttousewaterprodnuedansaidhndnemyforopuaﬁonshmundermdsolelyuponﬂ:e_poal_eda_rea;pravided,however,
Lessee shall not use potable water or water suitable for livestock or irigation purposes for water flood operstions without the prior written consent of Lessor. Subject to its' obligation to pay
surface damages, Lesses shall have the right to use so much of the surface of the land that may be reasanably necessary for drilling end operating wells and transporting and marketing the
production therefrom, such use to be condncted under conditions of least infury to the surface of the land.

11, POLLUTION: In dcvelcpingthispooladml.esseésbaﬂmﬂwhighm degree of cars and all proper safeguards to prevent poliution. W'lthomhmiﬁngtheﬁ:regoing,polluﬁon of
eonstalweﬁmds,nnnnlwnwways,ﬁmmdknpmdedwﬂuslmﬂbcprwmtedbythcuseofmntainmmfnnﬂiﬁcsmﬁciemmpmvmtspﬂlnmsecpagcormmdwamdontaminaﬁon..ln
the event of pollution, Lessee shall use all means at its disposal to recapture all escaped hydrocarbons or other pollutant and shall be respansible for all demage to public and private properties.

{A) Lessec shall build and maintain fences around its slush, sump, and drainage pits and tank batteries 50 as to protect livestock against loss, damage or injury; and upon completion or
abandonment of any well or wells, Lessee shall fill and Jevel all slosh pits and cellars and completely clean up the drilling site of all rubbish thereon. . 5

{B) No discharge of solid waste. or garbage shall be allowed into State waters from any drilling or support vessels, production platfornm, orew or supply boat, harge, jack-up rig or othes
equipment focated on the pooled area. Solid waste shall include but shall not be limited to containers, equipment, rubbish, plastic, glass, and any other man-made non-bjodegradable jtems. A
sign must be displayed in a high traffic area on all vessels and manned platforms stating, "Discharge of any solid waste or garbage into State Waters from vessels or platforms is strictly prohibited
and may suhject a this agreement to forfeiture.” Such statement shall be in lettering of at least 1* in size. j

(C) PENALTY: Failure to comply with the fequirements of this provision may result in the maximum penalty allowed by law incluiling forfeiture of the agreement, Lessee shall be liable
for the demages caused by such failure and any costs and expenses inourred in oleaning areas affected by the discharged waste. .

12, IDENTIFICATION MARKERS: Lessee shall erect, at a distance not to exceed twenty-five (25) feet from cach well on the premises covered by this agreement, a legible sign on which
shall be stated the name of the operator, the State Lease Nomber designation and the well number. Where two or more wells on the same lease or where wells on two or more leases are



mménmdmmesamemkbmmy,whethubyhdividualﬂowlhammﬁm direot to the tank or tanks or by use of a multiple header system, each line between each well and such tank or
1eader shall be legibly identificd at all times, either by a firmly sttached tag or plate or an ideatification propesly paint=d on such line at a distance not to exceed three (3) feet from such tank ar
seader conneotion. Said signs, tags, plates ar other identification markers shall be maintsined in a legible condition thronghout the term of this sgreement,

13. ASSIGNMENTS: The agreement may be transferred at any time; provided, however, that the liability of the transferor to propedy discharge its obligation under the agreement, including
sropesrly plugging abendaned wells, removing platforms or pipelines, or ramediation of contamination at drill sites shall pass to the transferes upon the prior written consent of the Commissioner
of the Genesal Land Office. The Commissioner may require the transferee to demonstrate financial responsibility and may require 2 bond or other seourity, All transfers must meference this
igreement by the State Lease Number and must be recorded in the county whers the pooled area is located, and the recorded transfer or a copy eatified to by the Comnty Clerk of the county
vhmﬂ:emsfntismordedmuatbeﬁledin!haGeucrnlLandOﬁcewiﬂ:inninaly(BO)daysDfﬂlcmﬁmdﬂa,aspmvidadbyN.R.C.SecﬁmSlﬂZﬁ,ammpaniedbythcﬁﬁngﬁe
aresoribed by the Geneml Land Office rules in effect an the date of receipt by the General Land Office of such transfer or certified copy thereof, Every transferee shall susceed to all rights and be
wbjeot to all obligations, liabilities, and penslties owed to the State by the original lesses or any prior transferee of the agreement, including any linbilities to the state for unpaid royalties,

14, LIEN: In aceordance with N.R.C. Section 52.136, the State shall have a first Hen upon all of the pooled mineral prodnced from the unit to secure payment of all unpaid royalty and other
mums of money that may became due under this agreement, By acoeptance of this agreement, Lessee grants the State, in addition to the lien provided by N.R.C. Section 52.136 and any other
pplicable statutory lien, an express contractual lien on and seourity interest in all pooled minerals in and extracted from the pooled area, all proceeds which may accrue to Lessee from the sale of
moch minerals, whether such proceeds are held by Lessee or by a third party, and all fixtures on and improvements to the pooled area used in connection with the production or processing of such
rinerals in order to seocure the payment of all royallies or other amonnts dueormbwomeduennderthisasreunamandmmmpaymmdanydamagasurhssﬂthmormaysnﬁ&by
-eason of Lessee's breach of any covenant or condition of this agreement, whether express or implied, This lien and seourity interest may be foreclosed with or without court proceedings in the
nanner provided in the Title 1, Chapter 9 of the Texes Business and Commerce Code, Lessee agroes that the Commissioner may roquire Lesses to exeonte and record such instruments as may be
‘easonably necessary to acknowledge, attach or perfect this lien, Lessee hereby represents that there are no prior or superior liens arising from and relating to Lessee's activities upon the above-
desoribed property o from Lessee's pooling of the area. Should the Commissioner at any time determine that this representation is not tre, then the Commissioner may deolare this agreement
‘orfeited as provided herein, ) :

15. FORFEITURE: m;ushanﬁlmnﬁsemmmmepsymmtofmymwiﬂﬁnthﬁy(w)dnysaﬁuitbmmesdue,nrifl.cssuoranauﬂm@dagentshonldknowinglymakeany
Jalseretum or false report conceming production_or drilling, or if 1.assee shall fail o : any offset well ar wells in_goni faith as il by law o £3 AN gulations-adopted
3y the Conpmissioner of the General Land Office, or if Lessee should fail to file reports in the manner required by law or fail to comply with mles and regulati ulgated by the General
Land Office, the School Land Bosrd, ar the Reilroad Comumission, or refuse the proper amthority acoess to the secords pertaining to operations, or if Lessee or an authorized agent should
mowinglyfaﬂormﬁmtngivamnwinfunnaﬂontothupmpermthoﬁty,orknowing!yfailmrmmwmwmmamlogdmwﬂwﬁlmeeshaﬂknmw
violatp eny of the material provisions of this agreement, or if this agreement is assigned and the assignment is not filed in the General Land Office as required by law, the rights acquired under this
;graementshnnbusubjmmﬁ:r&imby&acmmnx,mdhuhnﬁrhﬁmewhmmﬁﬁmﬂyhﬁmﬁdfthe'ﬁmbwhfoﬁﬁﬂfdﬁi‘ifmﬂmmdwhmmﬁcmmm
a8 subject to lease or pooling. Howwu,nothinghuahshanbemmwnwniﬁngﬁemﬁchminaﬁmoﬂhiswmtbyopmﬁmnﬂmmbymofmyspeddlimi!ntionm-iaing
aereunder, Forfeftures may be set aside and this agreement and all rights thereunder rainstated before the rights of another intesvene upon satisfactory evidence to the Commissioner of the

General Land Office of future complisnce with the provisions of the 1aw and of this agresment and the rules and regulations that may be adopted relative hereto,

" 16. RIVERBED TRACTS: Lessee-is hereby specifically granted the right of eminent domain and condenmation as’provided for in"N.R.C. Sections 52.092-52.093, as a'pmt of the
sonsideration moving to Lessor for the covenants Kerein made by Lesses, . .

17, APPLICABLE LAWS AND DRILLING RESTRICTIONS: This agreement shall be subject to a1l rules and regulations, and amendments theretn, promulgated by the Commissioner
:fmeGmudlmd%wmvamhgdﬂﬁngandmmmingopmﬁmsummtfmSohodlaﬁ(speniﬁwﬂyinahdingmyrﬂesﬁmmﬂp&d:hﬂrdmmplmofopunﬁm),paymmt
of royslties, and anditing procedures, and shall be subjest to all other valid stetutes, rules, regulations, orders and ordinances that may affect operations under the provisions of this agreement,
Withont limiting the geaerality of the foregoing, Lessee hereby agrees, by the acceptance of this agreement, to be bound by and subjest to all statutory and regulatory provisions relating to the
General Land Office's andit billing notice and audit hearings progedures, Said provisions are cuirently found at Texas Natural Resources Code Sections 52,135 and 52,137 through 52,140

18, REMOVAL OF EQUIPMENT: Upon the termination of this agreement, Lessee shall not, in any event, be permitted to remove the-casing or any part of the equipment from any
producing, dry; or abandaned well or wells on State Land without the wiitten consent of the Commissioner of the General Land Office or his authorized representative; nor shall Lessee, without
lhewxittmmmtofnidComnﬁssionu'nrlﬁnmhmhdnpmmmﬁvemmﬁumﬂwponledmﬂmmﬂngurmynﬂ:ereqlﬁpmmt,matuial,machinuy,spplimorpmpmyownadby
Lessee and used by Lessee in the development and production of the pooled mineral therefrom until all dry -or abandoned wells have been plugged and until all slush or refuse pits have been
pmpedyﬁlledmdanhmkeuurdimdedlumber,maghhuy,ordcbﬁsahallhmbemmmwedﬁum&cpmiusm&eqaﬁsﬂoﬁmofﬂuesﬁdcmmumhisamhoﬂzegnpmﬁm

19. FORCE MAJEURE:; Should Lessee be prevented fiom complying with any express or implied covenant of this agreement, from conducting drilling opesations therson, or from
producing the pooled mineral therefrom, after effost made in good faith, by reason of war, rebellion, riots, strikes, fires, asts of God or any order, rule or regulation of governmental suthority, then
whﬂempmmwd,Lmu’sobﬁgaﬁmmmmplywﬂhmchmmmshnﬂbcmspmdedupmmnpumdmﬁx&Mmafmmudm&eComnﬁsﬁmaufﬁaGmxﬂLmdOﬁneinsuppm
ufl.asue'soontwtionmdlmahnﬂnntbeliablefnrdmagcsfntﬁﬂmtommplythuuwiﬁ:(meptinthew:ntnfopmﬁonssnspmdedaspmvidedintharulesandregnlaﬁonsadopmdby
the Schoo] Land Board); and this agreement shall be extended while and so long as-Lessee is prevented, by any such canse, from-ddlling, reworking operations or prodnoing the paoled mineral
from the pooled area; provided, however, that nothing hesein shall be constmed to suspend the or to abridge Lessee's sight to a suspension inder any applicable stamte of this State.

20, SECURITY: Lessce shall take the highest degree of care and all proper safegnards to protect said premises and to prevent thefi of oil, gas, and other hydrocarbons produced from the
pooled are. This includes, but is not limited to, the installation of all nesessary equipment, seals, locks, or other appropriate protective devices on or at all access points of the pooled area’s
production, gathering and storage systems where theft of hydrocarbons can oceur. Lessee shall be lishle for the loss of any hydrocarbons resulting from theft and shall pay the State of Texas
rayslties thereon as provided herein on all oil, gas or other hydrocarbons lost by reason of theft,

21. SUCCESSORS AND ASSIGNS: The covenants, conditions and agreements contained herein shall extend to and be binding upon the heirs, executors, administrators, successors or
assigns of Lessee herein.

22, ANTIQUITIES CODE: In the event that any site, object, looation, artifact or other feature of archacological, scientific, educational, cultural, archeological or historical interest are
sncountered on Permanent School Fund Land during the activities antharized by this agreement, Lessee will immediately cease activities and will immediately notify the General Land Office
{ATTN. Archaeologist, Asset Management Division, 1700 N, Congress Ave., Austin, Texas 78701) and the Texas Historical Commission (P.Q, Box 12276, Austin, TX 78711) so that adequate
measures may be undertaken to protect or recover such discoveries or findings, as appropriate. Lessee is expressly placed on notice of the National Historical Preservation Act of 1966 (FB-89-
56, 80 Statute 915; 16 U.8.C.A. 470) and the Antiquities Code of Texas, Chapter 191, Tex. Nat. Code Ann. (Vemon 1993 & Supp. 1998).

23. VENUE: Lessor and lessee, hereby agree that venue for any dispute arising out of a provision of this agreement, whether express or fmplied, regarding interpretation of this agreement, or
elating in any way to this agreement or to applicable case law, statites, or administrative mies, shail be in a court of competent jurisdiction located in Travis County, State of Texas.

24, FILING: Pursuant to Chapter 9 of the Tex. Bus. & Com. Code, this agreement must be filed of record in the office of the County Clerk in any county in which all or any part of the
»00led area is Jocated, and recorded copies thereof must be filed in the General Land Office.



EXHIBIT 72~

PURPOSES; SR

This Pooling Agreement (®Agreement®) is made for the purposes of conservation and utiligation of the pooled
mineral, to prevent waste, to facilitate orderly development and to preserve correlative rights. To such end, it
is the purpose of this Agreement to effect equitable participatiom within the unit. This Agreement is intended to
be performed pursuant to and in compliance with all applicable statmtes, decisions, regulations, rules, ozdexs and
directives of any govermmental agency having jurisdiction over the production and conservation of the pooled
mineral and in its interpretation and application shall, in all things, be subject thereto. g

ONIT DESCRIPTION: a.

The oil and gas leases, which are included within the pooled unit, are listed on the attached Exhibit *A®, to which
leases and the recoxds thereof reference is here made for all pertinent purposes. The pooled unit shall consist of
all of the lands described in Exhibit °"B®* attached heretoc and made a part hereof. A plat of the pooled unit is
attached hereto as Exhibit =C».

MINERAL PODLED: gy ' ' a. ' e .

The mineral pcoled and unitized (*poocled mineral®) hexreby shall be oil and gas including all hydrocarbons that
may be produced £rom an oil well or a gas well as such wells are rxecognized and designated by the Railrxoad
Commission of Texas or other state regulatory agency having jurisdiction of the drilling and production of oil
and gas wells. The pooled mineral shall extend to those depths underlying the surface houndaries of the pooled
unit from the surface down to 100 feet below the deepest depth drilled on the wnit as of July 14, 2009
(runitized intexval®).

POOLING AND EFFECT: 4.
The parties hereto commit all of their interests which are within the unit to the extent and as above described

into said unit and unitize and pool hereunder the separate tracts described an the attached Exhibit *B", for and
during the term hereof, so that such pooling or unitization shall have the following effect: .

(a) The unit, .to the extent as above described, shall he-oparatad as an entirety for the
exploration, development and production of the pooled wineral, rathex than as separate
tracts.

(b) All dxilling operations, reworking or other operations with respect to the pooled mineral

on land within the unit shall be considered as though the same were on each separate
tract in the unit, regardless of the actual location of the well or wells thereom, for
all purposes under the terms of the respective leases or other-contracts therecn and -this-
Agreement .

() Production of the pooled mineral £rom the unit allocated to each separate tract,
respectively, as hereinafter provided, shall be deemed to have been praduced f£xom each
such separate tract in the unit, regardless of the actual location of the well or wells
thereon, for all purposes under the terms of the respective leases or other contracts
thereson and this Agreement.

(a) A1l rights to the production of the pooled mineral from the unit, including royalties and
other payments, shall be determined and governed by the lease or other contract
pertaining to each separate tract, respectively, based upon the production so allocated
to such tract only, in liem of the actual production of the pooled mineral therefrom.

(e) A shut-in oil or gas well located upon any land or lease included within said wnit shall
be considered as a shut-in o0il or gas well located upon each tract or lease included
within said unit.

(£) If the Railroad Commiseion of Texas (or any other Texas regulatory body having
4urisdiction) shall adopt special field rules providing for oil andfor gas proration
units of less than 441 acres, then Lessee agrees to either (1) dril) to the density
permitted by the Railroad Commission, (2) make application to the School Land Board of
the State of Texas to reform the unit to comply with Railroad Commission unit xrules, or
(3) make application to the School Land Board of the State of Texas for such remedy as
may be agreeable to the Board.



{g) This Agreement shall not relieve Lessee from the duty of protecting the State lands
within the boundaries of the pooled unit described in Exhibit "B* from drainage from any
well situated on privately owned land, lying outside the unitized area described in
Bxhibit ®*B*, but, subject to such obligation, Lessee wmay produce the allowable for the
‘entire unit as fixed by the Railroad Commission of Texas or other lawful authority, from
any one or more wells completed thereon.

(h) There shall be no cbligation to drill internal offsets to any other well on separate
txacts within the pooled unit, nor to develop the lands within the boundaries thereof
separately, as to the pooled mineral.

ALLOCATION OF PRODUCTION: : 5.

Por the purpose of computing the share of production of the pooled mineral to which each interest owner shall be
entitled from the pooled unit, there shall be allocated to each tract committed to said unit that pro rata portion
of the pooled mineral produced from the pooled unit which the mumber of surface acres coverad by each such tract
.and included in the unit bears to.the total number of surface acres included in said unit, and the sharxe of
production to which each interest owner is entitled shall be computed on the basis of such owner’s interest in the
production so allocated to each tract. -

DISSOLUTION: 6.

The unit covered by this Agreement may be diasolved by Leasee, his heirs, successors or assigns, by an instrument
filed for record in Whirton County, Texas, and & certified copy thereof filed in the General Land Office at any.
time after the cessation of production on said unit or the completion of a dry hole thereon prior to production or
upon such other date as may be approved by the School Land Board and mutually agreed to by the undersigned parties,
* their successors or assigns.

RATIFICATION/WAIVER: 7.

Nothing in this Agreement, nor the approval of this Agreement by the School Land Board, nor the execution of this
Agreement by the Commissioner shall: (1) operate as a ratification or revivor of any State lease or Pooling
Agreement that has expired, terminated, or has been released in whole or in part or terminated under the their
terms or the laws applicable thereto; (2) constitute a waiver or release of any claim for money, oil, gas ox other
hydrocarbons, or other thing due to the State by reason of the existence or failure of such lease or Pooling
Agreement; (3) constitute a waiver or release of any claim by the State that such lease or Pooling Agreement is
void or voidable for any reason, including, without limitation, violations of the laws of the State with respect to
such lease or Pooling Agreement or failure of consideration; (4) constitute a confirmation or recognition of any
boundary or acreage of any txact or parcel of land in which the State has ar claims an interest; or (5) constitute
a ratification of, or a waiver or release of any claim by the State with respect to any violation of a. statute,
regulation, or any of the common laws of this State, or any breach of any coniract, duty, or other cbligation owed
to the State.



EXHIBIT “A”

Attached to and made a part of that certain Pooling Agreement pursuant to TNRC §
52.076 known as the Cockburn Yegua State Unit, effective July 1, 2009, by and
between the Commissioner of the General Land Office of the State of Texas and
Milagro Exploration, LLC.

Oil and Gas Lease, dated June 8, 1934, from H. C. Cockbum, as Lessor, to Cockburn
Oil Corporation, as Lessee, recorded in Volume 111, Page 297 of the Deed Records of
Wharton County, Texas, covering all the lands described in Unit Tract No. 1. (Leasehold
only pooled) :

Pooled State Riverbed Lands under the Texas Natural Resources Code 52.076,
covering all the lands described in Unit Tract No. 2.

End of EXHIBIT “A”
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EXHIBIT “B”

Attached to and made a part of that certain Pooling Agreement pursuant to TNRC § 52.076
known as the Cockburn Yegua State Unit, effective July 1, 2009, by and between the
Commissioner of the General Land Office of the State of Texas and Milagro Exploration, LLC.

Tract 1:

427.3 acres of land, more or less, situated in the S. Castieman League, A-12 and the J. Smith
and H. McKenzie Survey, A-680, Wharton County, Texas, being out of Block 85 and Block 110
of the Missouri-Lincoln Trust-Company Re-Subdivision, as depicted on the plat recorded in
Volume 37, Page 640 of the Deed Records of Wharton County, Texas; said 427.3 acres being
more particularly identified as depicted on the plat attached to the subject Poohng Agreement
as Exhibit "C” .

Tract 2: '

13.8 acres of land, more or less, situated in the S. Castleman League, A-12 and the J. Smith
and H. McKenzie Survey, A-60; Wharton County, Texas, and being those lands contained
within the boundaries of the Colorado River that adjoin the-entire Southwesterly boundary of
Lot 9 of Block 110 of the Missouri-Lincoln Trust Company Re-Subdivision, as such Lot 9 is
depicted on the plat recorded in Volume 37, Page 640 of the Deed Records of Wharton
County, Texas; said 13.8 acres being more particularly identified as depicted on the plat
attached to the subject Pooling Agreement as Exhibit “C” .

The entire unit area being further described by metes and bounds, as follows:

BEGINNING at a point whose NAD 27 coordinate is X=2,948,654.5; Y=491,218.8, being the
Northeasterly corner of said unit;

THENCE, in a Southwesterly direction approximately 6,484.36 feet to a point whose NAD 27
coordinate is X=2,942,981.5; Y=488,034.2, being the Northwesterly corner of said unit;

THENCE, in a Southerly direction along the West bank of the Colorado River as it meanders
approximately 3,034.36 feet to a point whose NAD 27 coordinate is X=2,943,586.9;
Y=485,320.2, being the S_outhwesterly corner of said unit;

THENCE, in a Northeasterly direction approximately 7,295.83 feet to a point whose NAD 27
coordinate is X=2,949,961.4; Y=488,880.4, being the Southeasterly corner of said unit;

THENCE, in a Northwesterly direction approximately 2,672.3 feet to a point whose NAD 27

coordinate is X=2,948,654.5; Y=491,218.8, being the Northeasterly corner of said unit and the
PLACE OF BEGINNING, containing 441.10 acres of land, more or less. -

End of EXHIBIT “B”
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