BEFORE THE OIL & GAS CONSERVATION COMMISSION
OF THE STATE OF COLORADO

IN THE MATTER OF THE APPLICATION OF

UPSTREAM INNOVATIONS, INC. FOR AN Cause No.
ORDER POOLING ALL INTERESTS IN THE
NIOBRARA FORMATION IN AN Docket No.

ESTABLISHED DRILLING AND SPACING
UNIT LOCATED IN AN UNNAMED FIELD,
MORGAN COUNTY, COLORADO

N N N N N N N

APPLICATION

COMES NOW Upstream Innovations, Inc. (referred to herein as “Applicant”), by and through
its undersigned counsel, and makes application to the Oil and Gas Conservation Commission of the
State of Colorado (“COGCC”), for an order to pool all interests for the drilling and production of wells
in an approximate 640-acre drilling and spacing unit in the Niobrara Formation in the lands more
particularly described in Paragraph 2 below located in Township 5 North, Range 60 West, 6™ P.M.,
Morgan County, Colorado. In support thereof, the Applicant states and alleges as follows:

1. That the Applicant is a corporation duly authorized to conduct business in the
State of Colorado.

2. That the Applicant owns leasehold interests in the unit requested for pooling.

Township 5 North, Range 60 West, 6 P.M.
Section 8: All
Morgan County, Colorado

(“Application Lands”)

1. On May 16, 2011, the Commission issued Order No. 535-13 which established a 640-acre
drilling and spacing unit for Application Lands.

2. A leasehold owner of a portion of the Application Lands, Carrizo Oil & Gas, Inc.
(“Carrizo”) has drilled a well, the Wickstrom 8-41 well, on the Application Lands. The well is not
located on lands in which Applicant owns a leasehold interest.

3. On March 17, 2011, Carrizo filed with the Commission an application for an order
pooling all nonconsenting interests in the approximate 640-acre drilling and spacing unit established
for the Application Lands (the “Pooling Application”).

4. On May 23, 2011, the Commission entered Cause No. 535, Order No. 535-23,
pooling certain interests in the Application Lands.

5. Applicant and its lessor were not given an opportunity to participate in the drilling of
the Wickstrom 8-41 well.

6. At the time Carrizo filed its application, Applicant’s interests were subject to an oil
and gas lease owned by Esenjay Oil & Gas, Ltd. (the “Esenjay Lease”). The Esenjay Lease was set
to expire on June 10, 2011. The lease was of record with the Morgan County Clerk and Recorder.
On information and belief, this fact was known by Carrizo when it filed its Pooling Application.

7. On information and belief, during the pendency of the Pooling Application, Carrizo
and Esenjay entered into a purchase agreement wherein Esenjay would sell Carrizo certain assets
that Esenjay owned, including assets located in the Application Lands.

8. The assignment of the Esenjay interests was recorded with the Morgan County
Clerk and Recorder’s Office on June 15, 2011, at R.N. 869207. The assignment, in relevant parts, is
attached hereto as Exhibit A. Esenjay retained a portion of the working interests in the conveyed
leased, including the “Esenjay’s Lease.”

9. Carrizo provided an opportunity to participate in the Wickstrom 8-41 well and notice
of the Pooling Application to Esenjay, not the owner of the minerals. On information and belief,



Carrizo provided notice to Esenjay knowing that the Esenjay Lease was set to expire on June 10,
2011. Esenjay did not respond, and according to Carrizo, its interest was deemed non-consent.

10. Esenjay’s interest in the Esenjay Lease terminated with the lease on June 10, 2011.
11. Carrizo’s interest in the Esenjay Lease terminated with the lease on June 10, 2011.

12. The Pooling Order, if valid ab initio, should have terminated with respect to the
interests leased by Esenjay when the Esenjay Lease terminated.

13. At the time the Pooling Order was entered Carrizo owned a portion of the Esenjay
Lease. According to Carrizo, the mineral interests that were covered by the Esenjay Lease, which
Carrizo owned a portion of, were pooled by the May 23, 2011 Pooling Order, including Carrizo’s own
interests.

14.The May 23, 2011 Pooling Order was not valid as to the interests covered by the
Esenjay Lease.

15.0n June 28, 2011, the Applicant obtained a lease from the mineral owner covering
the interests formerly owned by Esenjay.

16.0n information and belief, the Wickstrom 8-41 well was recently drilled, after
expiration of the Esenjay Lease.

17. Applicant requested an opportunity to participate in the well and was declined by
Carrizo.

18. Because the Wickstrom 8-41 well is located within the spacing unit for the
Application Lands and because Applicant is an interest owner, Applicant is entitled to participate in
the drilling of and production from the Wickstrom 8-41 well. Under C.R.S. § 34-60-116(6), Applicant
should be entitled to participate in the well upon terms and conditions that are just and reasonable,
and that afford Applicant the opportunity to recover or receive, without unnecessary expense, its just
and equitable share.

19.That the names and addresses of the interested parties with respect to this
Application will be forthcoming, pursuant to the Rule.

WHEREFORE, Applicant respectfully requests that this matter be set for hearing, that notice
thereof be given as required by law and that upon such hearing this Commission enter its order:

A. That Applicant’s interest in the Application Lands shall be pooled with all other interests
for the Wickstrom 8-41 well, and Applicant shall be allowed to participate in the driling of and
production from the Wickstrom 8-41 well upon contribution of its appropriate share of the drilling and
production costs, retroactive to the first date of production.

B. For such other findings and orders as the Commission may deem proper or advisable
in the premises.

DATED this 1% day of September, 2011.
Respectfully submitted,

UPSTREAM INNOVATION, INC.

By:

Stephen J. Sullivan
Blake Pickett
Welborn Sullivan Meck & Tooley, P.C.
1125 17™ Street, Suite 2200
Denver, CO 80202
(303) 830-2500
Applicants' Address:
P. O. Box 4218
Parker, CO 80134




VERIFICATION

STATE OF COLORADO )
) SS.
CITY & COUNTY OF DENVER )

Jason Simmons, President for Applicant, upon oath deposes and says that she has read the
foregoing Application and that the statements contained therein are true to the best of his
knowledge, information and belief.

UPSTREAM INNOVATIONS, INC.

By:

Jason Simmons, President

Subscribed and sworn to before me this 1 day of September, 2011, by Jason Simmons,
President for Upstream Innovations, Inc.

Witness my hand and official seal. My commission expires:

Notary Public
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PARTIAL ASSIGNMENT OF OIL, GAS AND MINERAL LEASES

STATE OF COLORADO §
KNOW ALL MEN BY THESE PRESENTS:
COUNTY OF MORGAN  §

For & valuable oonsideration, and in consideration of the covenants and agreements of
Assignes hereln contained, and upon and subject to the exceptions, reservations, senditions and other
provisions heteinafier set forth, Esenjay Oil & Gas, Litd., whose address is 500 North Water Street,
Suite 1100 South, Corpus Christi, Texas 78401 (“Assigrtor™), hereby sells, transfers, assigns, and
delivers to Carrizo 0il & Gas, Inc,, whose address is 1000 Louislana Street, Suite 1500, Houston,
Texas 77002 (“dssignee’), an undivided thirty percent (30%) of 8/8ths intsrest in and to the
lsasehold estate and working interest in and to each of the leases described in Exhibit A attached
hereto (herein referred to collectively as “sald Leases” and severally as a “Lease™) and the 24% of
B/8ths net vevenue interest attributable to said working interests INSOFAR AND ONLY INSOFAR
as sald Leases cover and affect all depths from the surface of the earth down to the stratigraphic
equivalent of the top of the X-bentonite ssam encountered at a depth of 6,410 feet on the slectrical
log dated May 19, 1552, in the Frontier Refining Company Hendershot No. 1 Well (API # 05-087-
06493) located in Section 7, TSN, R60W, Morgan County, Colorado, and at a depth of 6,315 feet on
the eleottical log dated October 12, 1954, in the H., C. Arnold & Calvert Drilling J. T, Groves Well
(ART # 05-087-06498) located in Section 8, TSN, R60W, Morgan County, Celorado (the “Assigned
Depths™), Seid Leases are conveyed hereby free and clear of burdens other than the lessors®
royalties, the overriding royalty interests reserved hereby and the terms of the Operating Agreement
described below and shall entitle Assignee to the working and net revenue interests set forth above
without suspension, reduction or termination so long as said Lsases remain in force and effect.

Assignor hereby RESERVES and EXCEPTS from this Assignment overriding royalty
interests in sald Leases insofar as said Loases cover the Assigned Depths, subject to the following
torms and provisions, equal to amount, if positive, by which 20% of 8/8ths of all production from
sald Leases oxceeds any and all Jease royalties, overriding royalties and other burdens covering or
affecting said Leases, proportionately reduced, as more particularly described below, to the interest
in said Leases boing assigned to Assignee hereunder, In all 6il, gas, liguid hydrocarbons, sulphur and
cthel;L minerals produced and saved from the Assigried Depths in and under the lands described in
said Lenzes,

The overriding royalty intereste reserved heruby are subject to the following terms and
provisions:

(1)  The overriding royalty {nterest herein reserved shall be inclusive of any overriding
royalties created prior to the date of this Assignment, but in addition to any and all
existing royalties payable to the lessors in said Leases. i

(2)  If a Lease covers less than the entlre and undivided oil, gas and other minerals estate
it the Assigned Depths in and under lands covered thereby, the averriding royalty
interests hereln reserved by Assignor shall be payable in the propottion which the
fractional part of the oil and gas and other minerals estats in the Assigned Depths
covered by guch Lease in such lands bears to the entire and undivided oil, gas and
other minsrals estats in the Assigned Depths in and under such lands. If Assignor

1
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holds less than all of the oil, gas and othet minerals leasehold estate created by a
Lease or is conveying less than all of the oll, gas and other minerals leasehold estate
created by a Lease insofar as such Lease covers the Assigned Depths, the overriding
royalty interest herein reserved by Assignor shall be payable in the proportion which
the fractional pest of the oil, gas and other minerals leasehold eatate hereby conveyed
to Assignee bears to the entlre and undivided oil, gas and other minerals leasehold
estate created by such Lease in the Assigned Depths in and under such land.

(3)  Operatlons, if any, on sgid Leases or lands poaled thbmwith and the sxtent and
duration thereof shall be solely within the discretion and at the will of Assignee,

4y  The overriding royalty interests herein reserved shall be free and olear of all drilling,
producing and operating costs, but shall be chatged with its proportionate part of all
gross production, ad valorem and geverance taxes applivable to sald oveniding
royalty intarests and any other taxes {mposed under the laws of any state or other
political subdivision to which such Interest in praduction is or may be subject, At the
election of Assignee, ad valorem, production. severance, gathering, or other taxes
(state or federal) levied ageinst the overriding toyalty interests herein raserved may
be paid by Assignee and doducted from the overriding royalty interests payabls to
Assignor hersunder.

(5)  Assigoee shall have the right and authority to pool or unitize the overriding royalty
Interests horein reserved by Assignor in the same manuer and to the same extent that
pooling unitization is euthorized under the raspective provisions of sald Leases, as the
same may have heretofore or may hereafter be amended, with the same effect as
though such overriding royalty interests were a part of the lessors’ royalties in said
Leases,

This assignment is made subject to: (i) the covenants, provisions, and terms of sald Leases;

-and Assignee shall bear its pro rata share of the royalties reservad in said Leases insofar as they cover

the Assigned Depths; (ii) 3D Seismic Acquisition and Exploration Agreement Indian Peaks 3-D
Project covering Morgan end Weld Counties, Colorado dated December 1, 2008, by and between
Esenjay Oil & Gas, Ltd, and Winn Explotation Co., Ine., Crain Energy, Ltd,, Lacy Properties, Ltd,,
RAVCO, Inc., Arentes Investments and Schibi Oil & Gas Ltd,, and (li) the covenants, provisions,
and terms of Exploration Agreement dated effective September 1, 2007 by and between Assignor and
Evolytion Cil & Gas, LLC, as amended by First Amendment to Exploration Agreement DJ Basin 3D
Seismic Program dated effective September 19, 2009 (the “DJ Bastn Explovation Agreement™),
provided, howayer, that the interests in said Leases conveyed hereby shall not be subject to the
provisions of the DJ Bagin Exploration Agresment that provide that Evolution Oil & Gas, LLC shall
be entitled to a 4% “after project payout” interest” which will reduce Assignor’s working interests
and net revenues interest In said Leases, Said after project payout interest shall riot burden, redues or
otherwise alter or affect thes working interests and net revenues intorests in sald Leases conveyed to
Assignes hereby as statad above but shall only reduce the working interests and net yevenue interests
in sald Lsases that Assignor has not conveyad to Assignee by this Assignment. Assignee shall not be
obligated to monitor or maintain information relsting to the payout status of the 4% “after project
payout” interest mentioned above,
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TO HAVE AND TO HOLD, all and singular, the interests in said Leases conveyed hereby
together with all and singular the rights and appurtenances thereto in any wise belonging unto
Assignee and its successors in title and assigns forever; and Assignor hereby binds {tself and its
successors and assigns to warrant end forever defend, all and singular, said interests unto Agsignee
and its successors and asslgns against every person whomsoever lawfully claiming or to claim the
same or any part thereof, by through and under Assignor only, but not otherwlse, This Assignment is
made with full substitutlon and subropation of Assignee in and to all covenants, indemnities,
tepresentations and warranties by others heretofore given or made with respect to the interssts in anid
Leases conveyed hereby or any part thereof,

This instrument may be executed in any number of counterparts, with the same force and
effect ag 1f all parties hereto had oxecuted a single counterpart hereof.

All of the terms, provislons, covenants and agreements herein contained shall extend to and
be binding upon the parties hereto, and their respective successors in title and assigns, and all terms,
provisions and reservations contained in this Assignment shall be deemed covenants running with the
land.

IN WITNESS WIEREOF, Assignor and Assignes have executed this Assignment on the
dates of the acknowledgment certificates annexed hereto, but this Assignment shall be effective as of
12:01 a.m, Central Clook Time on M 2011,

ASBIGNOR.:
ESENJAY OIL & GAS, LTD.
By: Esenjay Petroleum Corporation, Its General Partnet

ASSIGNEE:
CARRIZO OIL & GAS, ]NC

o LSRR

Richard Snuth Vics Prosident - Land

P.0071023
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STATE OF TRXAS §
COUNTY OF HARRIS  §

This instrument was acknowledged before me on April (2 2011, by fﬁMﬂm’
s Senett ., View Fresidoat Land of Carrizo Oil & Gas, Ino., & Texas corporatmn, on behalf of
said corporation.

Notary Public, Stete of Texas
My Commission Explres
Juna 14, 2014

38 R ;) PATRICIA A. RICHMOND
{

AT

Notary Pubhc

STATE OF TEXAS §
COUNTY OF §
This insmunent was  acknow jdged before me on @ﬁﬂ [& 2011, by

; L[m‘ Faslolent L4 of Bsenjay Petroleum Corporation, a Texas corporation,
on behalf of said corporation, acting in its capacity as General Partner of Esenjay Oil & Gas, Ltd.,, a

Texas limited partnership.
i r L]
Wik, PATRICIA A, RICHMOND % 2 g g‘ é
< Notafy Fublic, Stete of Taxas e é’
My Commisslon Explres Notary Publio
Jura 14, 2014
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EXHIBIT A

Attached to und made a part of that certain Partlal Assignment Of Oil, Gas Aud Minerz! Leases

from Esenjay Oil & Gias, Ltd., as Assignor, to Carrizo Ol & Gas, Inec., as Assignes

MORGAN COUNTY, COLORADO
DES ON G BES

Qil and Gas Lease dated 7/2/2010, by and between American Bible Society, represented herain
by Julie A, Qliver, EVP/CFQ, as Lessor, and Baseline Minarals, Inc., as Lessee, containing in ali
160 acres, more o less, out of Township 5 North, Range 60 West, 8" P.M,, Section 6: SE/4, in
Motgan County, Colorado, and recorded at Document No. 864552 of the Officia) Pablic Records
of Morgan County, Colorado.

Oll and Gas Lease dated 8/13/2008, by and between Donald J, Amman, a/k/s Donald Amman, &
married man, dealing in his sole and scparate praperty, as Lessor, and Baseline Minerals, Ing., a8

Lessee, containing ju all 478.3 acres, more or less, aut of hi ange
P, Section 5: Lots 3(40,63), 4(40.76) and S/ZNWM a/d/a NW/d4, Section 6: Lots 3&40 31,
4(38.32), 5(38. 23) and SE/4NW/4 a/d/a NW/4; h, Ran

Section 33: SE/4, in Morgan County, Colorado, and racorded by Memorandurn at Document No.
851491, of the Official Public Records of Morgan County, Colorado,

0il and Gas Lease dated 8/13/2008, by and between John C, Amman, a/l/a John Amman, &
married man, dealing in his sole and separate property, as Lessor, and Baseline Minerals, Inc., i
Lassee, containlg in all 478.3 acres, more or less, out of No e 60

PM., Section 5: Lots 3(40.63), 4(40.76) and S/2NW/4, a/d/a NW/4, Section 6: Lots 3&10 31,
4(38.32), 5(38.28) and SE/MNW/4, a/d/a NW/4; M&MQMM
Sagtlon 33: SE/4, in Morgan County, Colorado, and recorded by Memorandum at Document No.
851624, of the Ofﬁcial Public Records of Morgan County, Colorado.

Oll and Gas Lease dated 11/12/2008, by and between Georgina M. Bates, a widow, as Lessor,
and Base]me Minerals, Ing., as Lesses, commnmg in all 1,280 acres, mote or less, out of

60 "‘ ., Section 21: Wr2, Seotion 27: W/2, Section 28: B/2,
Section 29: E/28W/4, Section 32: E/ZNWM- §W/4, in Morgan County, Colorado, and recorded
by Memorandum at Document No. 852941 of the Offinial Public Records of Morgan County,
Colorado, INSOFAR AND ONLY INSOFAR as said lease covers TYowpship 6 Noyth, Range
50 West. 6" P.M., Section 28: E/2, Sectlon 29: E28W/4, Sectlon 32: E/ZNWM, sWr4,
containing 640 acres, more or less,

Oil and Gas Lease dated 10/13/2008, by and between Black River Royalties, LLC, as Lessor, and
Baseline Minerals, Inc., as Lessee, containing in all 478 acres, more ore lass, out of Townghip 6
North, Range 60 }&gﬁj, 6" P.M., Seotion 29; W/2/SW, Section 30: SE/SE, Section 31: E/2/NE,
SE and W/2/NE, Section 32: W/2/NW, in Morgen County, Colorado, and recorded at Document
No, 857419 of the Official Public Records of Morgan County, Colorado,

Exhibit A Page 1 of 15
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70.

Oill and Gas Lense dated 06/10/2008, by and between U.8, AgBank, FCB fka Farm Credit Bank
of Wichita, as Lessor, and Contex Energy Company, as Lessae, containing in all 5,801.33 agres,
mora or less, out of Township 4 North, Range 59 Wast, 6" PM. Section 4: SIZISW Seotion 9;
NW, Section 12; S/2/5E; SE/SW Sectlon 13: N/2/NW, NE, E/2/8W, Section 14: N/2/NE;
4 No b .M., Section 2 N/2/NW, Section 3: NE/NE (lying South
of right of way of Union Pnciﬂc RR nght of way), Bection 4: NW {(ada lots 3, S/‘?'/N“Qg
Section 6, §/2/8E, Section 8: W/2/SW/NW, W/2INW/SW; hip §
P.M.. Secton 4: N/2/NW (lots 3, 4), Section 18, NE, S/2/NW (lot 2; SE/NW) Secﬂon 28
W/2/SW, SE/SW, SW/SE, Section 32: NE, $/2/NW; Township 5 Noxth, Range 60 West, 6 P.M,
Section 1: NW (lots 3, 4; S/2/NW), Section 4; Lot 2, SW/NE, W/2/8W, Lots 3, 4, S/A/NW;
Seotlon 7 SE, Section 8: NE, Section 12: 5/2/NE, NE/NE, SE/SW, SE, Section 13: NW/NE,
E/2/NE, Section 24: NE, Section 28: 8F, 5W, NW, Section 29: B/2/E/f?, Section 32: NE, Seotion

33 N/2/SW SW/SW, NE, SE, NW, SESW, Sectmn 35 W/Z/SW M@Mﬂ
Wast, 6 PM., Section 29; NW SW SE, NE; 6 0 W

Section 2! Lots 1, 2, $/2/NE, SE in Morgan County, Colorado and recorded at Document No.
851668 of the Ofﬂcial Publio Reoords of Morgan County, Colorado INSOFAR AND ONLY
INSOFAR as sald covers TSN, R60W, Se¢ 4; Lot 2(40,24), 3(40.28), 4(40.3), SWNW, SENW,
SWNE, NWSW, SWSW, Sec 7:5F/4; Sec, 8: SE/M4,
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