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Ard Oil Ltd. & Ard Energy Group Ltd. — BOCI Nosler Fed. 12 DB4H and EG6H Well
Proposals — Brief Timeline of Events from November 12, 2015

Maljamar Prospect, Eddy County, New Mexico

» November 18, 2015 email correspondence between Houston Kauffman and Coley Means, Mr.
Kauffman requested certain information which was answered.

e November 19, 2015 Burnett submits offer letter to Ard and it is received.

» November 19 — November 30, 2015 email correspondence on various information requests and
status updates on the status of the submitted offer.

» November 30, 2015 — Counter proposal from Ard received by Burnett
e December [, 2015 ~ Burnett submits counter proposal for term assignment to Ard

0il Conservation Division
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Coley Means

From: Houston Kauffman <houstonk@mac.com>
Sent: Wednesday, November 18, 2015 8:34 AM
To: Coley Means

Cc: David Rhodes

Subject: Re: offer

Thx. Was about to ping u and u beat me to it. Cam Q says hey

Sent from my iPhone

On Nov 18, 2015, at 8:20 AM, Coley Means <gmeans@burnettoil.com> wrote:

Houston,
We are warking up a written offer and plan to get that to Mr. Ard and you today or tomorrow.
Thanks,

COoLLEY MBANS
LAND MANAGER

BURNETT O11. CO., INC.
BURNETT PLAZA — SCITE 1500
801 CLIERRY STREET — UNIT #9
Fort Worrh, TX 76102-6881
DIRECT: (817) 583-876}

FAX: (817) 332-7832
CMEANS@BURNETTOIL.COM

“this message is intended only for the person(s) to which i is addressed and may contain privilcged, confidential and/or insider informuion. 1f you have
received this communication inerror, please notity us immediazely by replying to the message and deleting 3t from your computer. Any disclosure,
copying, distribution, o the taking of any action concerming the contents of this messuge and any attachment(s) by anyone other than the named
recipient(s) is strictly prohibited



Coley Means

From: Caley Means

Sent: Wednesday, November 18, 2015 5:15 PM
To: 'Houston Kauffman'

Subject: RE: offer

Part of it was fixed. As to Sections 13 and 24, it slides N/2SW of 13 and S252 of 24,

COLEY MRANS
LANLD MANAGER

BuaNerT Oit, Co., INC.
BURNETT PLAZA - SUSTE 1500
S01 CLERRY $TREET - UNIT #9
FORT WORTH, 'TX 561020881
PUIRECT: (8171 580

From: Houston Kauffman [mailto:houstonk@mac.com]
Sent: Wednesday, November 18, 2015 5:04 PM

To: Coley Means

Subject: Re: offer

Had lunch with Cam, Rachel and Andy Lewis.

Do I remember that you you told me that you ali {or Concho?) got the royalty fixed with the BLM at 0.125 on the sliding
scale leases in Sec 13 & 247 Or part of it?

Sent from my {Phone

On Nov 18, 2015, at 11:15 AM, Coley Means <cmeans@burneitoil.com> wrote:

Telt him hello.

CoOLEY MEANS
1aN0 ManNAGER

BunrNgrT O, Co.LINC,
BUmsrt PLaza — S 1300
801 CHERRY STRE T - LINTT 9
Forer Wore, T8 76102-685
VIRECT: (817) 5833761

PaX: (3179 -84y
HNETTLLCOM

PEEATI IR LS A

From: Houston Kauffman [mailto:houstonk@mac.com]
Sent: Wednesday, November 18, 2015 8:34 AM

To: Coley Means

Cc: David Rhodes

Subject: Re: offer

Thx. Was about to ping u and ubeat me to it. Cam Q says hey

Sent from my iPhone



On Nov 18, 2015, at 8:20 AM, Coley Means <cmeans@burnettoil.com> wrote:

Houston,

We are working up a written offer and plan to get that to Mr. Ard and you today or
tomorrow.

Thanks,

COLEY MEANS
LAND MANAGER

BurneTT O11, CO., INC,
BURNETT Praza - SUITE 1500
801 CHERRY STRERT - UNIT #9
FORT WORTH, 1I'X 76102-6881
DIRICT: (R17) 583-8761

[FAX: (B17) 332-7882
CMEANSERURNETTOIL.COM

This message is intended only for the person(s) to which it is addrcssed and may contain priviieged, contidential andfor insider
infortnation, if you have received this communication in eror, pleuse notify us immediately by replying o the message and
deleting it from your compuler. Any disclosure, copying, distribution, or the waking of any action conceming the cantents of this
message and any atlachment(s) by anyone other than the nained recipicn(s) is stricty prohibited.

This message is intended only for the person(s) to which it is addressed and may contain privileged, confidential and/or insider infarmation. If you have
received this communication in error, please notify us immediately by replying to the message and deleting it from your compuler. Any disclosure,
copying, distribution, or the taking of any action concerning the conlents of this message and any atschiment(s) by anyone other than the named
ceciptent(s) is strictly prohibited.

N



Coley Means

From;

Sent:

To:

Ce:

Subject:
Attachments:

Importance:

Tracking:

Gentlemen,

Coley Means

Thursday, November 19, 2015 11:02 AM

jomarieardenergy@aol.com'; Houston Kauffman (houstonk@mac.com)
David Rhodes

Ard interest - Maljamar Prospect

letter - offer to Ard Maljamar 11.18.15.pdf

High

Recipient Delivery
"jomarieardenergy@aol.com’
Houstan Kauffman (houstonk@mac.com)

David Rhodes Delivered: 11/19/201511:02 AM

Please see the attached offer concerning the Ard interest in the Maljamar Prospect. We are available to discuss if you
have questions and would welcome you to come over to our offices if you prefer.

Thanks,

PS. Jo Marie Graf requested | send this to her and she will forward on to Julian. We will be sending the original via
FedEx overnight delivery to your office.

COLEY MEANS
LAND MANAGER

BURNETT OIL CO., INC.
BURNETT PLAZA ~ SUITE 1500
801 CHERRY STREET — UNIT #9
Foryr WORTH, TX 76102-6881

DIRECT: (817) 583-8761
FAX: (817) 332-7832

CMEANSEBURNETTOIL.COM



November 18, 2015

Ard Oil, Ltd. & Ard Energy Group, Ltd.
c/o Mr. Julian Ard

222 West Fourth Strect

PHNo. 3

Fort Worth, Texas 76102

RLE: Maljamar Prospect ~ Eddy County, New Mexico
Dear Mr. Ard,

‘T'his letter sets out the offer of Burnett Oif Company {(*Burnett”) to take a term assignment covering the
full interest of Ard O4l, Itd. and Ard Encrgy Group, Lid. (collectively “Ard”) in the Maljamar Prospect,
or in the alternative, 1o onter mto a joint uperating agreement on terms previousty suggested by Houston
Kauffman. The tands comprising the Maljamar Prospect and the Ard interest therein ts set forth below.

Term Assignment Offer

Bumett offers (o take an assignment of the Ard interest (10.83438% working interest) in the Maljamar
Prospect tor a tenin of approximaiely rwo months, expiring Sanvary 23, 2016. Burnett will pay Ard seven
hundred and fifty dollars ($750) per net acre as honus consideration. Ard will deliver an eighty percent
(80%) net revenue interest o Burnett, and the assignment will have a one bundred and cighty (180) day
continuous development obligation timed from spud to rig release. Burnett will earn Ard’s interest in the
spacing and proration unit tor each well producing or capabie of producing in paying quantities from the
basc of the San Andres formation to the 1op of the Abo formation.

Joint Operating Agreement with ORR{ in Lieu of Non-consent Penally

In the alternative, Burnett offers to enter into a joint operating agreement, subslantially on the AAPL
Modcl 610-1989 Horizontal form covering all of the Ard interest in the Maljamar Prospect. In licu of the
usual non-consent penalty for an election not 1o participate in a proposed well, Ard witl be entitled to 2
three peccent (3%) overriding rayalty interest, proportionately reduced o its working interest.  1f Ard
elected not to participate in any well, Ard will assign to Burnetl all of its interest in the spacing and
proration unit for the proposced well from the base of the San Andres formation to the top of the Abo
formation reserving the overriding royalty interest. Such assignment will be due ten days from receipt of
Ard’s cloction, and a failure to timely tender the assignment will cause Ard o be deemed non-consent
under a three huadred peccent (300%) non-consent penally. A recardable {orm of assignment will be
agreed 1o as part of the operating agreement.  Further, the operating agreement will grant Burnetl 2
preferential right 0 purchase the Ard interest if’ Asd cver decides o sell its interest in the Maljamar
Prospecl.

BURNETT OIL Co., INC.

B CHESRY STREET - LINT #5



Pleasc let us know if cither of the two proposed offers set forth above is acceptable to Ard. Your promgt
altention and response o this offer is greatly appreciated. Should you have questions or it you would like
to discuss this matter turther, please do not hesitate w call.

Sincerely, .

// LA B A
David S. Rhodes

Vice President of Land



DESCRIPTION OF LANDS MALIAMAR PROSPECT*

Township 17 Sowth, Range 31 Easi, NMPM, Eddy County, New Mexico

Scction 12: NENW, NWNU, $/2 NW, SWNE, N2SW, NWSE, SESW, SWSE (less and except the
well bore for the Hudson O3l Company of Texas-Knockabout Federal #1 located in the
NESW - 1830” 1'SI. & 1980 WL of said Section 12, AP No. 30015336780000)

Section 13 SESW, NW4, N2 SW

Secrion 24: N/2, N282. SESW, SWSE, SESE

contatning 1280 acres, more or Jess.

Limited ro those depths from the base of the San Andres Formation (being also the top of the Gloricta
formation) to the top of the Abo formation.

INTERESTS OF THE PARTIES

Ard O, Lad. 10.5010416%
Ard Encrgy Group, 1.4d. 0.3333334%

*This ofter covers those Jands and depths that were reassigned 10 Ard Oil L.td., and Ard Energy Group,
Ltd., pursuant (o that cerlain Partial Reagsipnment of Term Assignment dated effective Ociober (3, 2013,
and that certain Partial Reassignment of Term Assigniment dated elfective October |, 2014, both from
COG Operating 11.C, as Assignor, reassigning to Ard Oil and Ard Energy, unearned interests under a
Term Assigniaent(s).



Cole! Means

From: Jo Marie at Ard Energy <JoMarieArdEnergy@aol.com>
Sent: Thursday, November 19, 2015 11:08 AM

To: Coley Means

Subject: Re: Ard interest - Maljamar Prospect

Importance: High

Coley,

Thank you. | have sent your email to Julian.

Jo Marie Graf

Axd Energy LLC

222 W 4th Strect, HPH-3
Fort Worth, TX 76102
§17-882-9377

817-875-898Y ¢ell
817-882-9460 FAX
JoMarieArdEnergyvidacl.com

On Nov 13, 2015, at 11:01 AM, Coley Means <cmeans@burnettoil.com> wrote:

Gentlemen,

Please see the attached offer concerning the Ard interest in the Maljamar Prospect. We are available to discuss if you
have guestions and would welcome you to come over to our offices if you prefer.

Thanks,

PS. Jo Marie Graf requested | send this to her and she will forward on to fulian. We will be sending the original via
FedEx overnight delivery to your office.

COLEY MEANS
LAND MANAGER

BURNETT OIL CO., INC.
BURNETT PLAZA ~ SUITE 1500
801 CHERRY STREET — UNIT #9
Fort WorTtH, TX 76102-G8581
DIRECT: (817) 583-876)

FAX: (817) 332-7832
CMEANS@EBURNETTOIL.COM

This message is intended only for the person(s) to which it is addressed and may contain privileged, confidential and/or insider information, Il you have received this
communication in error, please notily us immediately by replying to the message and deleting it from your computer. Any disclosure, copying, distribution, or the taking of any
action conceming the cortents of this message and any attachment(s) by anyone other than the named recipient(s) is strictly prohibited.

<letter - offer o Ard Maljamar 11.18.15.pdf>



Coley Means

From:
Sent;
To:

Cc:
Subject:

Houston Kauffman <houstonk@mac.coms>
Thursday, November 19, 2015 11:41 AM
Coley Means

jomarieardenergy@aol.com; David Rhodes
Re: Ard interest - Maljamar Prospect

Thx. I'll meet with Julian late this afternoon

Sent from my iPhone

On Nov 19, 2015, at 11:01 AM, Coley Means <cmeans@burnettoil.com> wrote:

Gentlemen,

Please see the attached offer concerning the Ard interest in the Maljamar Prospect. We are available to
discuss if you have gquestions and would welcome you to come over to our offices if you prefer.

Thanks,

PS. Jo Marie Graf requested | send this to her and she will forward on to Julian. We will be sending the
original via FedEx overnight delivery to your office.

COLEY MEANS
LAND MANAGER

BURNETT O1L CO., INC.
BURNETT PLAZA —~ SUITE 500
801 CHERRY STREET ~ UNIT #9
FORT WORTH, TX 76102-6881
DIRECT: (817) 5383-8761

FAX: (817) 332-7832
CMIEANS@RURN E1M'0LL.COM

This message s intended oaly for the person(s) to which it is addressed and may contain privileged, confidential andfor insider information, I you have
received this communication in errar, please notify us immediately by replying 1o the message and deleting it from your computer, Any disclosure,
copying, distribution, or the taking of any action concening the contents of this message and any attachment(s) by anyone other than the named
recipient(s} is strictly prohibited

<letter - offer to Ard Maljamar 11.18.15.pdf>



Coley Means

From: Coley Means

Sent: Monday, November 23, 2015 1:13 PM
To: "Houston Kauffman'

Subject: RE: Ard interest - Maljamar Prospect

Ok, Let me know if he has questions.

Thanks,

COLEY MEANS
LAND MANAGER

BurNETT On1, CO., INC.
BURNITT PLASY - SUTEE YHD0
801 CUERRY STREET ~ UNIT 49
o Wowrenl, TX T6102-6R51
DERICT: (817 H&H-RT61

Fax: (R17) 302-TR13
CMEANSEUURRET IO LOM

From: Houston Kauffman [mailto:houstonk@mac.com]
Sent: Monday, November 23, 2015 10:44 AM

To: Coley Means

Subject: Re: Ard interest - Maljamar Prospect
Importance: High

I wasn’t successful in getting his attention last week. He’s out of town today but told me he’d look at it

tomorrow.

Houston
817-312-6592 cell

On Nov 19, 2015, at 11:01 AM, Coley Means <cmeans@aburnctioil.com> wrote:

Gentlemen,

Please see the attached offer concerning the Ard interest in the Maljamar Prospect. We are available to
discuss if you have questions and would welcome you to come over to our offices if you prefer.

Thanks,

PS. Jo Marie Graf requested | send this to her and she will forward on to Julian. We will be sending the

original via FedEx overnight delivery to your office.

COLEY MEANS
LAND MANAGER

BURNETT O11, Co., INC.
BURNETT PLAZA - SUITE 1500
801 CHERRY STREET ~ UNIT #9



FORT WORTH, TN 76102-6881
DIRECT: (B)7) S83-8701
FAX:(817)332-7832

AN IIRNG )

¢ anly ky
WY

S 1z pessun(S) e wineh s fornguien migunantioe,
YOI §1avi) IRCensix) i ST SN T, ORI ! i BRI YRR COIADL.
Any disclosune, cupying o0, oF Iy tking of pry aclion cancarmng e Loniarts of tis massags st any allachmant{s) by myoens
Ghas 1ot Tha ranadd s city prehintge

<etter - offer 10 Ard Maljamar 11.18.15.pdi>



Coley Means

From: Coley Means

Sent: Tuesday, November 24, 2015 1:22 PM
To: ‘Houston Kauffman’

Cc David Rhodes

Subject: RE: Ard interest - Maljamar Prospect

Do you or Mr. Ard have any comments, questions, ar thoughts?
Thanks,

COLEY MEANS

LN ALANAGER

BURNKTT O, CO., INe
BLENETT Prazs - Sy
B0 BRIy STREet - LN #9
QT WorTH, TR FO102-68851
DARFCT (S 1Ty 3RE-5T6 1

[CANI BT T) Ra2-7Ene
CALEANSERUE NI L CORM

From: Houston Kauffman [mailto:houstonk@mac,com]
Sent: Monday, November 23, 2015 10:44 AM

To: Coley Means

Subject: Re: Ard interest - Maljamar Prospect
Importance: High

[ wasn’t successful in getting his attention last week. He’s out of town today but told me he’d look at it
tomorrow.

Houston
817-312-6592 cell

On Nov 19, 2015, at 11:01 AM, Coley Means <cmeans@burnettoil.com> wrote:

Gentlemen,

Please see the attached offer concerning the Ard interest in the Maljamar Prospect. We are available to
discuss if you have questions and would welcome you to come over to our offices if you prefer.

Thanks,

PS. Jo Marie Graf requested | send this to her and she will forward on to Julian. We will be sending the
original via FedEx overnight delivery to your office.

COLEY MEANS
LAND MANAGLER

BURNETT O11, CO., INC.
BURNETT PLAZA — SUITE 1500
801 CHERRY STREET - UNIT#9



Fort WoRM, TX 761024881
DHRECT: (8173 3838061
AXIW1 73132478
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Coley Means

From: Coley Means

Sent: Tuesday, November 24, 2015 4:06 PM
To: ‘Houston Kauffman'

Cc: David Rhodes

Subject: RE: Ard interest - Maljamar Prospect
Houston,

In the normal course we do not share title opinions with those outside of the working interest owner group who paid for
the same and who own interests in the subject. If there is a specific title question we could try to help answer it, but
would decline to provide a title opinion.

Thanks,

COLEY MEANS

LAND MANAGER

BURNETT O1L CO.. INC.
BURNETT PLAZA - S4UTE
801 CHERRY STRERY _ 1

DIRECT: (81
AN (817 332-
CMEANSEBURNITTOL, 20N

From: Houston Kauffman [ maiito:houstonk@mac.com]
Sent: Tuesday, November 24, 2015 3:26 PM

To: Coley Means

Cc: David Rhodes

Subject: Re: Ard interest - Maljamar Prospect

Thanks. I got him to start looking at it this morning. He's out the next two days and I hope to get with him again
on Friday. He did ask about the title. Do you have a title opinion you can share?

Sent from my iPhone

On Nov 24, 2015, at 1:22 PM, Coley Means <cmeans{@burnetioil.com> wrote:

Do you or Mr. ard have any comments, questions, or thoughts?
Thanks,

COLEY MEANS

LaN MaNaaER

BURSNETT Q11 Co,, INC.
BURNRETT Praga S0l e
Q01 CHERIEY STREET - LN £4
TX T6102-GR3}

STRMY

NS UTRAAN



From: Houston Kauffman [mailto:houstonk@mac.com]
Sent: Monday, November 23, 2015 10:44 AM

To: Coley Means

Subject: Re: Ard interest - Maljamar Prospect
Importance: High

I wasn’t successful in getting his attention last week. He’s out of town today but told me he’d
look at it tomorrow.

Houston
817-312-6592 cell

On Nov 19,2015, a1 11:01 AM, Coley Means <cmeans(@burncttoil.com™> wrole:

Gentlemen,

Please see the attached offer concerning the Ard interest in the Maljamar Prospect. We
are available to discuss if you have questions and wauld welcome you ta come over to
our offices if you prefer.

Thanks,

PS. Jo Marie Graf requested | send this to her and she will forward on to Julian. We will
be sending the original via FedEx overnight delivery to your office.

COLEY MEANS
LAND MANAGER

BHRNETT O Co., INC.
BURNETT PLAZA ~ Stytix 1500
8§01 CUERRY STREET = UNir 49
ForT Wore I'X 76102-68K1
DIRECY: (817) S83-8761

Fax: {817)332-7832
CMEANS'@BLRNETTONCON

Cred, SOnik ‘-:3!"-‘41 angtor
v o IepiNng &t
don, oi the taking of any aclion

> ather 1han the named recipientys) (s stactly

HE .mrwd 2

_.\-'om.a.t( r.

<letter - offer to Ard Maljamar 11.18.15.pdf>

‘This message is fnended only for the petson(s) o which it is addressed and may contain privifeged, confidential andfor insider information, If you have
received this communicution in enor, please notify us immediately by replying to the message and deleting it from your compuler. Any disclosure,
copying. distribution. or e tking of any action ¢onceming the contents ol this message and any attachment(s) by anyane other than the named
reciprent(s) is strictly prohibited.



ARD ENERGY LLC
222 WEST 4'" STREET, PH-5
FORT WORTH, TEXAS 768102

817-882-8377

FAX B17-882-89460

November 27, 2015

Burnett Gil Co., Inc.

Attn.: Mr. David Rhodes
Burnett Plaza - Suite 1500
801 Cherry Street, Unit #9
Fort Worth, TX 76102-6881

Re:  Your letter dated 11-18-2015
Maljamar Prospect
Eddy County, NM

Dear Mr. Rhodes:

You have requested our prompt attention and response to your offer. Drilling,
completion and production information regarding all wells thus far drilled by
Burnett on the Puckett Lease will be appreciated and will facilitate the response you
request. '




Coley Means

From: David Rhodes

Sent: Monday, November 30, 2015 9:54 AM
To: Carolyn Churella

Cc: Coley Means

Subject: RE: Maljamar Prospect, Eddy County, NM
M. Ard,

Nice to talk te you just now. Sorry | missed your call last Friday but, as | explained, our office was clased that day {or the
Thanksgiving holiday. Az we discussed, we will gather up the information you requested in your letter dated 11-27-15
and email it Lo you as soon as possible. We look forward to hearing from you.

David

DAVID 8. RHODES
VICK DRESIDENT « LANL

BurNwrer On. Co. Ine,
BipNaTr PLAZA - SUBT 1500
H01 CHER #¢
[orr wWou RIS,
Orrck: (B17) 53-8

A0 (B17) 332, TR32
DERHOUESARURNETTOIL. COA

3

From: Carolyn Churella [mailto:carolynardenergy@icloud.com]
Sent: Friday, November 27, 2015 2:27 PM

To: David Rhodes

Subject: Maljamar Prospect, Eddy County, NM

This message is intended only for the person(s) to which it is addressed and may contaln privileged, confidential and/or insider information. If you have received
this communication in error, please notify us immediately by replying to the message and deleting it from your computer. Any disclosure, copying. distiibution, or
the taking of any action concerning the contents of this message and any attachment(s) by anyone other than the named recipient(s) is strictly prohibited.



David Rhodes

From: Julian Ard <julianard@sbcglobal.net>

Sent: Monday, November 30, 2015 5:18 PM

To: David Rhodes

Cc: Houston Kauffman; epadillaplf@qwestoffice.net; JM Ard Energy
Subject: Maljamar Prospect

Dear Mr. Rhodes,

Thank you for your letter dated November 18, 2015 proposing that Ard either grant a term assignment or enter into a
JOA covering our interest in the referenced prospect.

In response to your proposal, the Ard entities would be willing to grant a term assignment under the same general terms
as the previous term assignment granted to Concho effective April 1, 2011. The new term assignment would be subject
to a mutually acceptable form. More specifically, the new term assignment would include an upfront bonus of $1,800
per net acre, a proportionately reduced overriding royalty equal 1o 25% less existing lease burdens {in no event less than
a proportionately reduced 2%), and a 45 day continuous drilling requirement. All of those terms are per the prior
Concho term assignment. It is our understanding Burnett is endeavoring to maintain its other term assignments on this
prospect with the same overriding royalty. The new term assignment would provide for commencement of actual
drilling of the initial well by January 23, 2016 <x-apple-data-detectors://3>, as Burnett’s plans indicate.

i look forward to your response and consummating this transaction as soon as possible.

Julian Ard

Sent from my iPhone



Coley Means

From: David Rhodes

Sent: Tuesday, December 01, 2015 9:43 AM
To: Coley Means

Subject: FW. Maljamar Prospect

This was in my junk mail.

DAVID S. RHODES
VICE PRESIDENT ~ LAND

BURNETT OIL CO., INC.
BURNETT PLAZA — SUITE 1500
801 CHERRY STREET — UNIT #9
FORT WORTH, TX 76102-6881
OFFICE: (817) 583-8681

FAX: (817) 332-7832
DSRHODES@BURNETTOIL.LOM

From: David Rhodes

Sent: Tuesday, December 01, 2015 9:39 AM
To: David Rhodes

Subject: FW: Maljamar Prospect

DAVID S. RHODES
VICE PRESIDENT — LAND

BURNETT OIL CO., INC.
BURNETT PLAZA - SUITE 1500
801 CHERRY STREET — UNIT #9
FORT WORTH, TX 76102-6881
OFFICE: (817) 583-8681

FAX: (817) 332-7832
DSRHODES@BURNETTOIL.COM

--—--QOriginal Message-----

From: Julian Ard [mailio:julianard@sbegiobal.net]

Sent: Monday, November 30, 2015 5:18 PM

To: David Rhodes

Cc: Houston Kauffman; epadillapli@awestoffice.net; IM Ard Energy
Subject: Maljamar Prospect

Dear Mr. Rhodes,



Thank you for your letter dated November 18, 2015 proposing that Ard either grant a term assignment or enter into a
JOA covering our interest in the referenced prospect.

In response to your proposal, the Ard entities would be willing to grant a term assignment under the same general terms
as the previous term assignment granted to Concho effective April 1, 2011. The new term assignment would be subject
to a mutually acceptable form. More specifically, the new term assignment would include an upfront bonus of $1,800
per net acre, a proportionately reduced overriding royalty equal to 25% less existing lease burdens {in no event less than
a proportionately reduced 2%}, and a 45 day continuous drilling requirement. All of those terms are per the prior
Concho term assignment. It is our understanding Burnett is endeavoring to maintain its other term assignments on this
prospect with the same overriding royalty. The new term assignment would provide for commencement of actual
drilling of the initial well by January 23, 2016 <x-apple-data-detectors://3>, as Burnett’s plans indicate.

| look forward to your response and consummating this transaction as soon as possible.

Julian Ard

Sent from my iPhone

This message is intended only for the person(s) to which it is addressed and may contain privileged, confidential and/or
insider information. If you have received this communication in error, please notify us immediately by replying to the
message and deleting it from your computer. Any disclosure, copying, distribution, or the taking of any action
concerning the contents of this message and any attachment(s) by anyone other than the named recipient(s) is strictly
prohibited.

This message is intended only for the person(s) to which it is addressed and may contain privileged, confidential and/or
insider information. If you have received this communication in error, please notify us immediately by replying to the
message and deleting it from your computer. Any disclosure, copying, distribution, or the taking of any action
concerning the contents of this message and any attachment(s) by anyone other than the named recipient{s} is strictly
prohibited.



Coley Means

From:
Sent:
To:

Cc:
Subject:

Tracking:

Mr. Ard,

Coley Means

Tuesday, December 01, 2015 3:34 PM
julianard@sbcglobal.net

David Rhodes; Houston Kauffman {(houstonk@mac.com})
proposal - Maljamar Prospect '

Recipient Delivery
julianard@sbcglobal.net
David Rhodes Delivered: 12/1/2015 3:34 PM

Houston Kauffman (houstonk@mac.com)

Thank you for your email of November 30 in response to Burnett’s offer to take a term assignment of your interest in
the Maljamar Prospect. The terms of your counter offer are unacceptable to Burnett as written; however, Burnett will
take a term assignment of the Ard interest on substantially the following terms:

Burnett will pay bonus consideration of $1,000 per net acre. Ard will deliver a 75% net revenue interest (thereby
reserving an overriding royaity interest equal to the difference between lease burdens (subject to sliding scale royalty, if
applicable} and 25%, proportionately reduced) and not subject to a minimum overriding royalty amount. The term
assignment will have a 180 day continuous development requirement timed from spud to rig release. As originally
proposed, the term will be for approximately two manths, expiring lanuary 23, 2016.

In effect, Burnett is willing to mave your direction on the bonus consideration and delivered net revenue interest. We
believe the 45 day continuous development obligation is simply too short for a horizontal drilling program (versus a
vertical one) especially in light of the current commodity price environment.

Please let us know if these terms are acceptable to you.

Thank you,

COLEY MEANS
LAND MANAGER

BURNETT OIL CO., INC.
BURNETT PLAZA - SUITE 1500
B80! CHERRY STREET — UNIT#93
FORT WoRTIL, TX 76102-6881
DIRECT: (817) 583-8761

FAX: (817) 332-7832
CMEANS@BURNETTOIL.COM



Coley Means

From: Coley Means

Sent: Tuesday, December 01, 2015 3:34 PM

To: julianard@sbcglobal.net

Ce: David Rhodes; Houston Kauffman (houstonk@mac.com)
Subject: proposal - Maljamar Prospect

Tracking: Recipient Delivery

julianard@sbcglobal.net
David Rhodes . Delivered: 12/1/2015 3:34 PM

Houston Kauffman (houstonk@mac.com)

Mr. Ard,

Thank you for your email of November 30 in response to Burnett’s offer to take a term assignment of your interest in
the Maljamar Prospect. The terms of your counter offer are unacceptable to Burnett as written; however, Burnett will
take a term assignment of the Ard interest on substantially the following terms:

Burnett will pay bonus consideration of $1,000 per net acre. Ard will deliver a 75% net revenue interest {thereby
reserving an overriding royalty interest equat to the difference between lease burdens {subject to sliding scale royalty, if
applicable) and 25%, proportionately reduced) and not subject to a minimum overriding royalty amount. The term
assignment will have a 180 day continucus development requirement timed from spud to rig release. As originally
proposed, the term will be for approximately two months, expiring January 23, 2016,

In effect, Burnett is willing to move your direction on the bonus consideration and delivered net revenue interest. We
helieve the 45 day continuous development obligation is simply too short for a horizontal drilling program (versus a
vertical one} especially in light of the current commodity price environment.

Please let us know if these terms are acceptable to you.
Thank you,

COLEY MEANS
LAND MANAGER

BURNETT Q1L CO., INC.
BURNETT PLAZA — SUITE 1500
801 CHERRY STREET — UNIT#9
FORrT WorTH, TX 76102-6881
DIRECT: (817) 583.8761

FaAX: (817) 332-7832
CMEANS@RURNETTON, L0M
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November 18, 2015

Ard Oil, Ltd. & Ard Energy Group, Ltd.
¢/o Mr. Julian Ard

222 West Fourth Street

PHNo. §

Fort Worth, Texas 76102

RE:  Maljamar Prospect — Eddy County, New Mexico
Dear Mr. Ard,

This letter sets out the offer of Burnett Oil Company (“Burnett”) to take a term assignment covering the
full interest of Ard Oil, Ltd. and Ard Energy Group, Ltd. (collectively “Ard”) in the Maljamar Prospect,
or in the alternative, to enter into a joint operating agreement on terms previously suggested by Houston
Kauffman. The lands comprising the Maljamar Prospect and the Ard interest therein is set forth below.

Term Assignment Offer

Burnett offers to take an assignment of the Ard interest (10.83438% working interest) in the Maljamar
Prospect for a term of approximately two months, expiring January 23, 2016. Bumett will pay Ard seven
hundred and fifty dollars ($750) per net acre as bonus consideration. Ard will deliver an eighty percent
(80%) net revenue interest to Burnett, and the assighment will have a one hundred and eighty (180) day
continuous development obligation timed from spud 1o rig release. Burnett will earn Ard’s interest in the
spacing and proration unit for each well producing or capable of producing in paying quantities from the
base of the San Andres formation to the top of the Abo formation.

Joint Operating Agreement with ORRI in Lieu of Non-consent Penalty

In the alternative, Burnett offers to enter into a joint operating agreement, substantially on the AAPL
Model 610-1989 Horizontal form covering all of the Ard interest in the Maljamar Prospect. In lieu of the
usual non-consent penalty for an election not to participate in a proposed well, Ard will be entitled to a
three percent (3%) overriding royalty interest, proportionately reduced to its working interest. If Ard
elected not to participate in any well, Ard will assign to Burnett all of its interest in the spacing and
proration unit for the proposed well from the base of the San Andres formation to the top of the Abo
formation reserving the overriding royalty interest. Such assignment will be due ten days from receipt of
Ard’s election, and a failure to timely tender the assignment will cause Ard to be deemed non-consent
under a three hundred percent (300%) non-consent penalty. A recordable form of assignment will be
agreed to as part of the operating agrcement. Further, the operating agreement will grant Burnett a
preferential right to purchase the Ard interest if Ard cver decides to sell its interest in the Maljamar
Prospect.

BurneTT Praza - SUTE 1500 FORT WORTH, TX 76102-6881
BURNETT OIL Co,, INC.
801 CHERRY STREET - UNIT #9 (817) 3325108
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Please let us know if either of the two proposed offers set forth above is acceptable to Ard. Your prompt
attention and response to this offer is greatly appreciated. Should you have questions or if you would like
to discuss this matter further, please do nat hesitate to call.

Sincerély,

/bZZ%/ ;f/yfojw-»

David S. Rhodes
Vice President of Land
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DESCRIPTION OF LANDS MALJAMAR PROSPECT*

Township 17 South, Range 31 East, NMPM, Eddy County, New Mexico

Section 12:  NENW, NWNE, 8/2 NW, SWNE, N/25W, NWSE, SESW, SWSE (less and except the
well bore for the Hudson Oil Company of Texas-Knockabout Federal #1 located in the
NESW - 1830° FSL & 1980’ FWL of said Section 12, API No. 30015336780000)

Section 13: SESW, NW4, N/2 SW

Section 24: N/2,N282, SESW, SWSE, SESE

containing 1280 acres, more or less.

Limited to those depths from the base of the San Andres Formation (being also the top of the Glorieta
formation) to the top of the Abo formation.

INLERESTS OF THE PARTIES
Ard OiY, 1.1d, 10.5010416%
Ard Energy Group, Ltd, 0.3333334%

*This offer covers those lands and depths that were reassigned to Ard Oil Ltd., and Ard Energy Group,
Ltd., pursuant to that certain Partial Reassignment of Term Assignment dated effective October 13, 2013,
and that certain Partial Reassignment of Term Assignment dated effective October 1, 2014, both from
COG Operating LI.C, as Assignor, reassigning to Ard Oil and Ard Energy, unearned interests under a
Term Assignment(s).



ARD ENERGY LLC
222 WEST 4'" STREET, PH-5
FORT WORTH, TEXAS 761082

817-882-9377

FAX 817-88B2-39460

November 27, 2015

Burnett Qil Co., Inc.

Attn.: Mr. David Rhodes
Burnett Plaza - Suite 1500
801 Cherry Street, Unit #9
Fort Worth, TX 76102-6881

Re:  Your letter dated 11-18-2015
Maljamar Prospect
Eddy County, NM

Dear Mr. Rhodes:

You have requested our prompt attention and response to your offer. Drilling,
completion and production information regarding all wells thus far drilled by
Burnett on the Puckett Lease will be appreciated and will facilitate the response you

request.

Sincerely,

ulian Ard

/ cac



David Rhodes

From: Julian Ard <julianard@sbcglobal.net>

Sent: Monday, November 30, 2015 5:18 PM

To: David Rhodes

Cc Houston Kauffman; epadillaplf@qwestoffice.net; JM Ard Energy
Subject; : Maljamar Prospect

Dear Mr, Rhodes,

Thank you for your letter dated November 18, 2015 proposing that Ard either grant a term assignment or enter into a
JOA covering our interest in the referenced prospect.

In response to your propasal, the Ard entities would be willing to grant a term assignment under the same general terms
as the previous term assignment granted to Concho effective April 1, 2011. The new term assignment would be subject
to a mutually acceptable form. More specifically, the new term assignment would include an upfront bonus of $1,800
per net acre, a proportionately reduced overriding royalty equal to 25% less existing iease burdens {in no event less than
a proportionately reduced 2%), and a 45 day continuous drilling requirement. All of those terms are per the prior
Concho term assignment. it is our understanding Burnett is endeavoring to maintain its other term assignments on this
prospect with the same overriding royalty. The new term assignment would provide for commencement of actual
drilling of the initial well hy lanuary 23, 2016 <x-apple-data-detectors://3> , as Burnett’s plans indicate.

I look forward to your response and consummating this transaction as soon as possible.

Julian Ard

Sent from my iPhone
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Coley Means

From: Coley Means

Sent: Tuesday, December 01, 2015 3:34 PM

To: julianard@sbcglobal.net

Cc David Rhodes; Houston Kauffman (houstonk@mac.com)

Subject: proposal - Maljamar Prospect

Tracking: Recipient Delivery
julianard@shcglobal.net
David Rhodes Defivered: 12/1/2015 3:34 PM

Houston Kauffman (houstonk@mac.com)

Mr. Ard,

Thank you for your email of November 30 in response to Burnett’s offer to take a term assignment of your interest in
the Maljamar Prospect. The terms of your counter offer are unacceptable to Burnett as written; however, Burnett will
take a term assignment of the Ard interest on substantially the following terms:

Burnett will pay bonus consideration of $1,000 per net acre. Ard will deliver a 75% net revenue interest (thereby
reserving an overriding royalty interest equal to the difference between lease burdens (subject to sliding scale royalty, if
applicable) and 25%, proportionately reduced) and not subject to 3 minimum overriding royalty amount. The term
assignment will have a 180 day continuous development requirement timed from spud to rig release. As originally
proposed, the term will be for approximately two months, expiring January 23, 2016.

In effect, Burnett is willing to move your direction on the bonus consideration and delivered net revenue interest. We
believe the 45 day continuous development obligation is simply too short for a horizontal drilling program (versus a
vertical one) especially in light of the current commadity price environment.

Please let us know if these terms are acceptable to you.,
Thank you,

COLEY MEANS
LAND MANAGER

BurnNeTT O1L CO., INC.
BURNETT PLAZA — SUITE 1500
801 CHERRY STREET — UNIT #9
FORT WORTH. TX 76102-6881
DIRECT: (817) 583-8761

FAX: (817) 332-7832
CMEANS@BURNETTON..COM



