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ADOPTION OF APPENDIX

[1] The Appendix filed by Defendants-Appellants Citation Oil & Gas Corp., et al. is

hereby adopted pursuant to Rule 30 of the North Dakota Rules of Appellate Procedure.

STATEMENT OF ISSUES

[12] The Statement of Issues set forth in the Brief of Defendants/Appellants Citation

0il & Gas Corp., et al. (“Citation Brief”) is hereby adopted.’
STATEMENT OF CASE

[13] The Statement of Case set forth in the Citation Brief is hereby adopted.
STATEMENT OF FACTS

[14] As admitted in the Complaint, Defendants-Appellants Petro-Hunt, L.L.C. (“Petro-
Hunt”) and Pillar Energy, LLC (“Pillar”) are the owners of working interests in the oil
and gas lease at issue in this action (the “Subject Lease™). See Compl. 9§ 4; App. 18, Exh.
A to Compl.

[15] For the remainder of their Statement of Facts, Petro-Hunt and Pillar adopt the

Statement of Facts set forth in the Citation Brief.

STANDARD OF REVIEW

[16] The Standard of Review set forth in the Citation Brief is hereby adopted.

Various portions of the Citation Brief are adopted pursuant to Rule 28 (j) of the
North Dakota Rules of Appellate Procedure.



LAW AND ARGUMENT

[17] The Law and Argument set forth in the Citation Brief is hereby adopted.

[18] As a summary, the District Court erred when it held that the Subject Lease
expired as to the SW1/4 of the Subject Lands by virtue of a Pugh Clause in the Subject
Lease. This conclusion was incorrect because the Pugh Clause here expressly provided
that it could result in a partial expiration of the lease only “at the end of the one year
period from the end of the primary term” of the lease. App. 21, Subject Lease 9§ 16. In
other words, the Pugh Clause was only effective at a single moment in time—at the one-
year mark from the end of the primary term of the lease. As explained in the Citation
Brief, there was production on both the NW1/4 and the SW1/4 of the Subject Lands at
the end of the one-year period following the end of the primary term, and so the Pugh
Clause did not cause the Subject Lease to expire as to the SW1/4 of the Subject Lands.
Citation Brief at 49 20-32. The District Court also erred in finding that the Pugh Clause
severed the Subject Lease, because the Subject Lease did not contain language directing a
severance. Citation Brief at 49 33-40. Finally, the District Court failed to give effect to a
continuous operations clause in the Subject Lease. As explained in the Citation Brief,
even if the Pugh Clause operated to divide the Subject Lease, continuous operations have
been prosecuted on spacing units encompassing the SW1/4 of the Subject Lands.
Citation Brief at 9 41-48.

[19] Thus, the Subject Lease was sustained as a matter of law.



CONCLUSION

[910] For the reasons set forth above, Defendants-Appellants Petro-Hunt, L.L.C. and
Pillar Energy, LLC respectfully request that this Court REVERSE the District Court’s
Judgment dated September 19, 2013 and ORDER that the District Court enter summary

judgment in favor of Petro-Hunt and Pillar.
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