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UNITED STATES BANKRUPTCY COURT
FOR THE DISTRICT OF DELAWARE

Inre: Chapter 11
EXTRACTION OIL & GAS, INC., et al.,! Case No. 20-11548 (CSS)
Debtors. (Jointly Administered)

ANNETTE LEAZER, et al.,?
Plaintiffs

V. Adversary No. 20-

EXTRACTION OIL & GAS, INC,, et al.,}

Defendants

COMPLAINT

"'The Debtors in these chapter 11 cases (collectively referred to as “Defendants’), along with the
last four digits of each Debtor’s federal tax identification number, are: Extraction Oil & Gas, Inc.
(3923); 7N, LLC (4912); 8 North, LLC (0904); Axis Exploration, LLC (8170); Extraction Finance
Corp. (7117); Mountaintop Minerals, LLC (7256); Northwest Corridor Holdings, LLC (9353);
Table Mountain Resources, LLC (5070); XOG Services, LLC (6915); and XTR Midstream, LLC
(5624). The location of the Debtors’ principal place of business is 370 17th Street, Suite 5300,
Denver, Colorado 80202.

2 The Plaintiffs are as follows: Annette Leazer, Gordon D. and Joy Dean Niswender, H.L. Willett
Estate, Saglio Energy LLC, Overland Oil & Gas Advisory LLC, Overland Minerals and Royalties
LLC, Overland Energy Partners Fund I LLC, Overland Energy Partners Fund II LLC, J A
Investments, Brighton South, LLC, Atomic Capital Minerals, LLC, ACM Fund II LLC, Timnath
Lands LLC, Rawah Resources LLC, Thunder Ridge Resources LLC, TRG Oil and Gas, and
Moody Group (J Moody, Val Moody, and Alaskan Oil and Resources, LLC) (collectively,
“Plaintiffs”).

3 See footnote 1 supra.
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Plaintiffs, collectively described in footnote 2, file this Complaint against Defendants,

collectively described in footnote 1. In support of their Complaint the Plaintiffs state as follows:
I. SUMMARY OF COMPLAINT

1. This Complaint involves causes of action related to underpayments of royalties to
the Plaintiffs on oil and natural gas produced and sold by the Defendants from wells located in
Colorado. These underpayments are a result of prohibited deductions from the royalty payments
in violation of the royalty agreements between the parties and other miscalculations by Defendants.

II. JURISDICTION, CONSENT TO ENTRY OF JUDGMENT, AND VENUE

2. This Court has jurisdiction over the subject matter of this adversary proceeding
under 28 U.S.C. §§ 157 and 1334. This is a core proceeding under 28 U.S.C. § 157(b)(2)(A), (B),
(E), and (O).

3. In accordance with Local Rule 7008, the Plaintiffs consent to the entry of final
orders or a judgment by the bankruptcy Court in this adversary proceeding.

4. Venue is proper before this Court under 28 U.S.C. §§ 1408 and 1409.

II1. PARTIES
5. Annette Leazer 1s an individual who resides in Windsor, Colorado.
6. Gordon D. and Joy Dean Niswender are individuals who reside in Windsor,
Colorado.
7. H.L. Willett Estate is a decedent’s estate opened in Denver, Colorado.
8. Saglio Energy LLC is a Colorado limited liability company with its principal place

of business located in Gypsum, Colorado.
0. Overland Oil & Gas Advisory LLC, Overland Minerals and Royalties LLC,

Overland Energy Partners Fund I LLC, and Overland Energy Partners Fund II LLC are related
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limited liability companies with their principal place of business located in Denver, Colorado.

10.  J A Investments is a Colorado limited liability company with its principal place of
business located in Windsor, Colorado.

11.  Brighton South, LLC is a Colorado limited liability company with its principal
place of business located in Denver, Colorado.

12.  Atomic Capital Minerals, LLC and ACM Find II LLC are related limited liability
companies with their principal place of business located in Houston, Texas.

13. Timnath Lands LLC and Rawah Resources LLC are related limited liability
companies with their principal place of business located in Timnath, Colorado.

14.  Thunder Ridge Resources LLC is a Colorado limited liability company with its
principal place of business located in Arvada, Colorado.

15. TRG Oil and Gas is a Colorado limited liability company with its principal place
of business located in Boulder, Colorado.

16. J Moody and Val Moody are individuals who reside in Easton, Colorado, and
Alaskan Oil and Resources, LLC is a related limited liability company with a principal place of
business also in Easton, Colorado (collectively, the “Moody Group™).

17. Defendant Extraction Oil & Gas, Inc. (“Extraction”) is a Delaware corporation with
its principal place of business located in the State of Colorado. Extraction is an oil and natural gas
development company that conducts business within the State of Colorado.

18. Defendants 7N, LLC; 8 North, LLC; Axis Exploration, LLC; Extraction Finance
Corp.; Mountaintop Minerals, LLC; Northwest Corridor Holdings, LLC; Table Mountain
Resources, LLC; XOG Services, LLC; and XTR Midstream, LLC are Debtors in this jointly

administered case. Upon information and belief, each is affiliated with Extraction.
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IV. FACTUAL ALLEGATIONS

19. The Plaintiffs, being lessors and/or overriding royalty interest owners, own royalty
interests (“Royalty Interests” or “Rls”) subject to oil and gas leases (“Royalty Agreements™) in
Colorado with Extraction, as lessee and/or well operator under the relevant Royalty Agreements.

20. Extraction has underpaid Plaintiffs on their Royalty Interests since December 1,
2013, by making prohibited deductions that are not authorized by the operative Royalty
Agreements and/or paying on prices that are not authorized by the operative Royalty Agreements.

21.  In Colorado, “The interpretation of a contract is a question of law that we review
de novo. When the contract is an oil and gas lease, a royalty clause should be construed in its
entirety and in light of the fact that it is the means by which the lessor receives the primary
consideration for the lease.” Savage v. Williams Production RMT Co., 140 P.3d 67, 69 (Colo. App.
2006) (citations omitted). “[T]he generally accepted rule is that oil and gas leases are strictly
construed against the lessee and in favor of the lessor.” /d. Where a lease is silent, the lessee is
obligated to place the product into a market condition and transport it to a marketable location,
without allocation of costs to the lessor. Rogers v. Westerman Farm Co., 29 P.3d 887, 888 (Colo.
2001).

22. The Plaintiffs’ Royalty Agreements dictate the terms of their RIs. Each Royalty
Agreement expressly or implicitly prohibits certain deductions and/or dictates how the RI is to be

calculated, which Extraction violated.*

4 Example 1: certain Plaintiffs’ Royalty Agreement expressly states: “Any provision of this Lease
to the contrary notwithstanding, the royalty payment to be made by Lessee to Lessor shall be
twenty percent (20%) of the produced oil, gas, casinghead gas and other hydrocarbons associated
therewith.”; but Extraction nonetheless deducted from their royalties various costs related to
transportation and/or taxes. See, e.g., Exhibit 1, Exhibit A, PP 1, 11. Example 2: certain Plaintiffs’
Royalty Agreements are silent as to certain deductions; but Extraction nonetheless deducted from
their royalties various costs related to transportation. See, e.g., Exhibit 2, [P 3. Example 3: certain

4
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23.  The prohibited deductions are costs incurred by the Defendants that were
wrongfully passed on to the Plaintiffs, thereby taking Plaintiffs’ money, i.e., property for
Defendants’ own use and benefit.

24.  In some instances, Defendants also miscalculated Plaintiffs’ RI resulting in
underpayment of Royalties by failing to account for all oil and gas mineral acreage (“Mineral
Acres”) owned by Plaintiffs or paying on the improper price for oil and gas, also resulting in taking
Plaintiffs’ money, i.e., property for Defendants’ own use and benefit.

TAKE OR PAY FEES

25.  Extraction entered into a contract or contracts with third-parties for the delivery of
oil it produces in the Denver-Julesburg Basin (“DJ Basin”) in Colorado into pipelines (“Pipeline
Contract(s)”), under which Extraction agreed to deliver a certain number of barrels of oil per day
to the pipeline(s) (“Oil Obligations”). Plaintiffs are not parties to the Pipeline Contracts.

26.  Under Extraction’s Pipeline Contract(s), Extraction also agreed to pay a penalty or
fine to the pipeline company if Extraction could not meet the Oil Obligations. These are generally
referred to in the industry as “Take-or-Pay Fees.”

27. In the months immediately preceding November, 2016, the oil prices reported by
Extraction on its statements (“Royalty Statements) to Plaintiffs showing oil and gas produced and
sold were higher, relative to the prices reported by the U.S. Energy Information Administration
(“E14”) for Colorado Crude Oil First Purchase Price and prices paid by other oil and gas operators

in the DJ Basin.

Plaintiffs’ Royalty Agreements expressly state royalties will be paid based on “market” or “field”
price; but Extraction paid royalties on lower prices. See, e.g., Exhibit 3, [P 1. Example 4: certain
Plaintiffs’ Royalty Agreement expressly state: “free of cost(s), in the pipeline”; but Extraction
nonetheless deducted from their royalties various costs related to transportation and/or taxes. See,
e.g., Exhibit 3, P 1.
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28. Starting in November, 2016, the per barrel oil prices reported by Extraction on
Plaintiffs’ Royalty Statements were significantly lower than in previous months and years relative
to the Colorado Crude Oil First Purchase Price reported by the EIA and the prices paid on barrels
of oil by other operators in the DJ Basin.

29. On information and belief, Extraction repeatedly failed to meet its Oil Obligations
under the Pipeline Contract(s) beginning in November 2016, and therefore was required to pay
Take-or-Pay Fees to the third-party pipeline companies.

30. On information and belief, Extraction repeatedly deducted these Take-or-Pay Fees
from Plaintiffs’ Rls.

31.  Extraction did not identify these deductions for Take-or-Pay Fees in the Royalty
Statements provided to Plaintiffs; instead, Extraction intentionally withheld such deduction
information by reporting to Plaintiffs lesser per barrel oil prices than the prices for which
Extraction actually sold the oil production at issue.

32. None of Plaintiffs’ Royalty Agreements authorize Extraction to deduct Take-or-
Pay Fees from Plaintiffs’ Royalty payments.

33. Extraction does not have contractual or legal authority to deduct such Take-or-Pay
Fees from Plaintiffs’ Royalties.

TRANSPORT COSTS

34, Some Plaintiffs are paid Royalties pursuant to Royalty Agreements that state that
oil Royalties shall be paid “free of cost(s), in the pipeline” and/or pursuant to language that
expressly states no deductions may be taken from their stated royalty rate.

35. In order to transport oil and/or gas to the interstate pipeline, Extraction pays a

related entity (i.e., another Defendant) and/or third-party certain costs associated with gathering
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and related services.
36. On information and belief, Extraction has made deductions related to such costs
paid to related entities and/or third-parties from Royalties paid to Plaintiffs in breach of its Royalty

payment obligations under the Royalty Agreements.

TAXES
37.  Extraction universally deducts taxes associated with its oil and gas operations from
Plaintiffs’ royalties.
38. Some Plaintiffs’ Royalty Agreements contain express language prohibiting any

deductions from their royalties, inclusive of taxes.
PRICING SCHEME

39. Some Plaintiffs are paid Royalties on oil and gas pursuant to Royalty Agreements
that state that Royalties shall be paid based on “market,” “field” or “field-wide” prices. “Market,”
“field” or “field-wide” prices are determined by the prices paid by other operators in the “field,”
e.g., the DJ Basin.

40. The price of oil that Extraction has reported to Plaintiffs, upon which it has paid
Royalties, has been significantly lower than the Colorado Crude Oil First Purchase Price reported
by the EIA and the prices paid on barrels of oil by other oil and gas operators in the DJ Basin since
November, 2016.

41. Likewise, the price of gas Extraction has reported to Plaintiffs, upon which it has
paid Royalties, has been significantly lower than the prices paid per mcf of gas by other operators
in the DJ Basin. At times, Extraction has paid Plaintiffs on negative gas prices, resulting in
improper deductions from their oil Royalty payments. Market gas prices have not been negative

during the relevant time period and are generally higher than the gas prices Extraction has paid to
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Plaintiffs.

42. Some Plaintiffs are paid Royalties on oil and gas pursuant to Royalty Agreements
that do not expressly identify how the oil or gas price is to be determined.

43.  Where the Royalty Agreement does expressly identify upon what price oil and gas
Royalties must be paid, Royalties must be paid on the market price.

44.  Extraction has breached and continues to breach its Royalty payment obligations to
Plaintiffs on its oil and gas production by underpaying the Royalties owed to them under the
Royalty Agreements.

TITLE ERRORS

45. In order to determine Plaintiffs’ RI, Extraction determines the number of Mineral
Acres owned by Plaintiffs and pays Plaintiffs based on their proportionate interest in each barrel
of oil and mcf of gas produced from each well. A lower than actual number of Mineral Acres
results in a lower RI and lower Royalty payment.

46. Extraction incorrectly determined for some Plaintiffs the number of Mineral Acres
they own, resulting in Royalty underpayments to such Plaintiffs.

BANKRUPTCY

47. Each of the Defendants filed for chapter 11 bankruptcy protection on June 15, 2020.

48. As of the Petition Date, all actions against the Defendants were stayed under 11
U.S.C. § 362.

49. During the pendency of the bankruptcy cases, Defendants asked for, and the Court
granted, permission to continue to make Royalty payments.

50. In Debtors’ Motion for Entry of Interim and Final Orders (I) Authorizing Payment

of (A) Mineral Payments, (B) Working Interest Disbursements, and (C) Joint Interest Billings and
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(Il) Granting Related Relief [Doc. No. 12] (the “Royalty Payments Motion), the Debtors admit
that the Royalty payments and overriding royalty owners’ share of production revenues from the
wells is not property of the Debtors’ estates. See Royalty Payments Motion, at Y 16-22.

51. The Defendants hold both the pre- and post-petition revenues for unpaid Royalties
in trust for the Plaintiffs. Proceeds of oil and gas sales that remain as a result of underpayments to
Plaintiffs are not property or part of the Debtors’ bankruptcy estates.

52.  Plaintiffs allege that the prohibited deductions, failure to pay market price for
Royalties on oil and gas, and other calculation errors have resulted in the estimated underpayment
of Royalties to Plaintiffs of $1,199,233.55, not including any interest or penalties.

FIRST CLAIM FOR RELIEF
(Determination of the Validity, Scope, and Extent of the Under Payments Owed)

53. The Plaintiffs incorporate by this reference the allegations contained in paragraphs
1 through 52 of the Complaint as though set forth in full in this Claim for Relief.

54. 28 U.S.C. § 2201 provides, in pertinent part:

In a case of actual controversy within its jurisdiction . . . any court
of the United States, upon a filing of an appropriate pleading, may
declare the rights and other legal relations of any interested party
seeking such declaration, whether or not further relief is or could be
sought. Any such declaration shall have the force and effect of a
final judgment or decree and shall be reviewable as such.

55. Under 28 U.S.C. § 2201 and 11 U.S.C. § 105(a), this Court has the power to declare
and adjudicate the rights and obligations of the parties and to grant such other and further relief as

may be necessary to enforce the rights and obligations of parties relative to the Plaintiffs’ Royalty
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Agreements.

56. A substantial and actual controversy exists between the Plaintiffs and Defendants.
Uncertainty and insecurity currently exist with respect to the rights, status, and other legal relations
between the parties concerning the validity, scope and extent of Plaintiffs’ Royalty Agreements
and the Defendants’ prohibited deductions, price determinations, and RI calculations, as set forth
below. Failure to resolve such controversies may result in further underpayments by Debtors
and/or their successors in interest to Plaintiffs.

57.  Based on the factual allegations above, the Plaintiffs seek a declaratory judgment
determining the validity, scope and extent of their claims for unpaid Royalties and the amounts
owed to the Plaintiffs based on the prohibited deductions and other underpayments taken by the
Defendants.

SECOND CLAIM FOR RELIEF

(Determination that the Underpayments Owed are not Property of the Estate)

58. The Plaintiffs incorporate by this reference the allegations contained in paragraphs
1 through 57 of the Complaint as though set forth in full in this Claim for Relief.

59. The Plaintiffs further seek a declaration that their Royalties and any Royalty
underpayments are not property of the Debtors’ bankruptcy estate and must be turned over to
Plaintiffs.

60. Section 541(a)(1) of the Bankruptcy Code generally provides that all property to
which a debtor has a legal or equitable interest becomes property of the estate upon the
commencement of a Chapter 11 case. However, section 541 does not create new legal or equitable

interests in property. Rather, property interests are created and defined by state law.

10
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61.  Ifadebtor holds no legal or equitable interest in property as of the commencement
of the case, such property does not become property of the debtor’s estate under § 541 of the
Bankruptcy Code and the debtor cannot retain or distribute such property to its creditors.

62.  Further, 11 U.S.C. § 541(d) provides that property for which a debtor holds only
bare legal title is not property of the estate. And, a debtor who holds proceeds attributable to real
property owned by another holds at most bare legal title to such proceeds.

63.  Under Colorado law, a Royalty Interest is an interest in real property. United Bank
v. Ferris, 847 P.2d 146, 149 (Colo. App. 1992) (“the parties do not dispute that the royalty interest
seized and sold was an interest in real property, and the federal tax authorities similarly dealt with
the property as an interest in real estate. The royalty interest here is considered one in real property
by both Colorado and New Mexico.”) (citing Page v. Fees-Krey, Inc., 617 P.2d 1188 (Colo. 1980)).
Once created, a Royalty Interest becomes the property of its owner. Consequently, when the oil
and gas production attributable to a Royalty Interest is sold and the proceeds are held by a bankrupt
debtor, the proceeds belong to the owner of the Royalty Interest are not property of the bankruptcy
estate and they must be paid to the owner under the contract terms.

64. To the extent Colorado law does not govern, § 541(b)(4)(B) would exclude
Plaintiffs’ Royalty Interests and the attributable Royalties from property of the Debtors’ estates.

65. Because Royalty Interests are not property of the estate either by application of
Colorado law or pursuant to section 541(b) of the Bankruptcy Code, any proceeds or profits that
the Debtors wrongly withheld which are attributable to the Plaintiffs’ Royalty Interests are not
property of the estates under section 541(a)(6) of the Bankruptcy Code.

66. To the extent the Debtors have the Plaintiffs” wrongfully withheld Royalty Interest

proceeds in their possession, the Debtors hold no legal or equitable title to them. The Debtors only

11
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take possession of proceeds from the sale of the Plaintiffs’ share of oil and gas production because
they market and sell the oil and gas production on behalf of the Plaintiffs pursuant to Lease
Agreements. Debtors merely hold the proceeds from the sale of production attributable to the
Royalty Interests in trust for the purpose of distributing them to the Plaintiffs.

67. Courts have also held that in such situations, a resulting or constructive trust is
established on behalf of the owners of the interests and that the property subject to the trust is not
property of the bankruptcy estate. See Vess Oil Corp. v. SemCrude, L.P. (In re SemCrude, L.P.),
418 B.R. 98, 106 (holding that funds in debtors’ possession held on behalf of royalty interest
holders were held in a resulting trust and that such funds were not property of the estate); see also
United States v. Whiting Pools, Inc., 462 U.S. 198, 205 n.10 (1983) (““Congress plainly excluded
[from section 541] property of others held by the debtor in trust at the time of the filing of the
petition.”). Indeed, the Debtors plainly admit that the Royalty Payments and disputed amounts
thereof are held in trust and therefore do not constitute property of the estates. See Royalty Payment
Motion, at 9 16-22.

68. Because the Plaintiffs’ Royalty Interests and any proceeds attributable to prohibited
deductions and other underpayments are not property of the estates, Debtors have no right to
distribute any such proceeds to their creditors. The Plaintiffs therefore request a determination that
all proceeds attributable to underpaid Royalty Interests or prohibited deductions be turned over to
them.

THIRD CLAIM FOR RELIEF
(Fraud and Misrepresentation)
69. The Plaintiffs incorporate by this reference the allegations contained in paragraphs

1 through 68 of the Complaint as though set forth in full in this Claim for Relief.

12
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70. Colorado law requires oil production companies such as the Defendants to file
quarterly statements which report the amount of oil produced and sold and the amount of Royalties
withheld and distributed. Colo. Rev. Stat. § 39-29-111. This information is also reflected on the
monthly Royalty Statements provided to the Plaintiffs for their Royalty Interests.

71. The Defendants made uniform misrepresentations and/or omissions on the reports
and monthly Royalty Statements. The Defendants are responsible for the underpayments and
deductions and for the inaccurate accounting for the Royalty Interests.

72. The Defendants made material representations that were false and/or omitted one
or more material facts needed to make what was stated not misleading when they submitted royalty
statements to the Plaintiffs. Upon information and belief, the Defendants knew their material
representations were false or misleading and/or made the representations recklessly without any
knowledge of their truth or made them with the intent that the Plaintiffs would rely on them.
Plaintiffs did rely on and/or are legally presumed to have relied upon these uniform written
representations as being truthful and accurate, when they were not, and Plaintiffs suffered injury
and were underpaid as a result.

73. The Defendants also concealed or failed to disclose complete and accurate
information about the price, volume, value, various products produced, and deductions, which the
Defendants had a duty to disclose under the Colorado law and the Royalty Agreements to avoid
omitting or misrepresenting the truth.

74. The Defendants had a duty to properly account to the Plaintiffs by providing the
information in the Royalty Statements on a monthly basis to the Plaintiffs, taking only those
deductions expressly allowed in the Royalty Agreements, paying on prices pursuant to the Royalty

Agreements and Colorado law, and correctly calculating Plaintiffs’ RI in each well. The

13
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Defendants had a duty to make a full and fair disclosure of all relevant facts given the Defendants
superior knowledge and access to information as compared to that of the Plaintiffs.
FOURTH CLAIM FOR RELIEF
(Breach of Contract)

75. The Plaintiffs incorporate by this reference the allegations contained in paragraphs
1 through 74 of the Complaint as though set forth in full in this Claim for Relief.

76. “Specifically with respect to oil and gas leases, a royalty clause should be construed
in its entirety and against the party who offered it, and in light of the fact that the royalty clause is
the means by which the lessor receives the primary consideration for a productive lease.” Rogers,
29 P.3d at 898 (quotations omitted).

77. “In interpreting leases like those in this case, we are mindful of the generally
accepted rule that oil and gas leases are strictly construed against the lessee in favor of the lessor.”
Id. at 901; see also West v. Alpar Res., Inc., 298 N.W.2d 484, 490-91 (N.D. 1980) (failure to
expressly provide for deductions of expenses in ambiguous lease language will result in
disallowance of such deductions because lease must be construed strongly against lessee).

78. Certain Plaintiff’s Royalty Agreements expressly prohibited certain deductions or
were silent on the matter. Additionally, certain Plaintiff’s Royalty Agreements expressly defined
the price to paid for oil and/or gas or were silent on the matter.

79. The Defendants breached the Royalty Agreements by taking prohibited deductions
and/or paying on prices lower than required by the Royalty Agreements, resulting in paying
Plaintiffs less than required by the Royalty Interests contracted for.

80. By paying less than the amount due under the Royalty Agreements the Defendants

have damaged the Plaintiffs in the aggregate amount of the underpayments.

14
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FIFTH CLAIM FOR RELIEF
(Breach of Implied Covenants)

81 The Plaintiffs incorporate by this reference the allegations contained in paragraphs
1 through 80 of the Complaint as though set forth in full in this Claim for Relief.

82.  Under Colorado law, Extraction owes Plaintiffs an implied duty to act as a prudent
operator, which requires Extraction to engage in conduct reasonably expected of all operators of
ordinary prudence, having regard for the interest of both lessor and lessee.

83.  Pursuant to the Royalty Agreements and under Colorado law, Extraction has a duty
of good faith and fair dealing to Plaintiffs.

84.  Extraction breached its duties when it, by way of example, failed to adhere to
Royalty Agreements, failed to market and sell oil and gas at market prices, failed to enter into sale
contracts with related entities and/or third parties that are customary and not injurious to the
interests of Plaintiffs, failed to accurately determine Plaintiffs’ Mineral Acreage, and failed to
provide complete and accurate information in the Royalty Statements.

85. By breaching its implied covenants, the Defendants have damaged the Plaintiffs in
the aggregate amount of the underpayments.

SIXTH CLAIM FOR RELIEF
(Conversion)

86. The Plaintiffs incorporate by this reference the allegations contained in paragraphs
1 through 85 of the Complaint as though set forth in full in this Claim for Relief.

87. Plaintiffs are legally and equitably entitled to the proceeds attributable to their
Royalty Interests. The owed but unpaid Royalties are not the Defendants’ property, nor property

of the bankruptcy estates and cannot be used as part of their Plan of Reorganization.

15



Case 20-50963-CSS Doc 1 Filed 10/26/20 Page 16 of 21

88. The Defendants are required to set-aside and hold in trust oil and gas revenue or
the proceeds attributable to the Plaintiffs’ Royalty Interests both before and after the Petition Date.

89.  The Defendants kept without justification Plaintiffs’ Royalties, or a portion of them,
for their own benefit to the detriment of the Plaintiffs. The Defendants’ actions were committed
intentionally and maliciously, or at a minimum with reckless disregard for the rights of the
Plaintiffs. Accordingly, Plaintiffs are entitled to recover both actual and punitive damages from
the Defendants, as well as, pre-judgment interest, post judgment interest, monthly reporting
penalties, attorneys’ fees and costs as permitted under Colorado Law.

SEVENTH CLAIM FOR RELIEF
(Constructive and Resulting Trust as a Remedy)

90. The Plaintiffs incorporate by this reference the allegations contained in paragraphs
1 through 89 of the Complaint as though set forth in full in this Claim for Relief.

91.  Under Colorado law, a constructive trust is a judicially created equitable remedy
applied to prevent unjust enrichment. In re Marriage of Allen, 724 P.2d 651, 657 (Colo. 1986).
The doctrine of constructive trusts is “extremely flexible[,]” Sandstead-Corona v. Sandstead, 415
P.3d 310, 318 (Colo. 2018) (quoting Mancuso v. United Bank of Pueblo, 818 P.2d 732, 737 (Colo.
1991) (internal quotation marks omitted)), and is often imposed where there is an inference from
the circumstances of the transaction that the person taking title to the property is not intended to
own the beneficial interest in that property. See Sandstead, 415 P.3d at 319-20.

92. A resulting trust, on the other hand, is imposed where “the circumstances
surrounding the transfer of property raise the inference that the parties intended to create a
trust.” Mancuso, 818 P.2d at 738-39. As a general rule, a resulting trust arises when the purchase

price is paid by one person and the property is transferred to another. /d. As with a constructive

16
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trust, the beneficiary of a resulting trust obtains equitable title to the trust res, with legal title
remaining in the trustee. E.g., Valley State Bank v. Dean, 97 Colo. 151, 47 P.2d 924 (1935).

93.  Asaconsequence of the fraudulent, wrongful, unlawful and inequitable conduct of
the Defendants, they have obtained proceeds attributable to the Plaintiffs’ Royalty Interests which
belong to the Plaintiffs. The Royalty payments are not the Defendants’ property, and they therefore
hold those payments in trust for the benefit of the Plaintiffs.

94. The Defendants hold Plaintiffs’ unpaid Royalties and the proceeds attributable to
them in a constructive or resulting trust for the benefit of the Plaintiffs, including all profits derived
from the use of such money and any assets purchased with such money. Plaintiffs have an equitable
lien on wrongfully withheld Royalty payments. Accordingly, ownership of all such property
interests, sums and assets must be accounted for and adjudicated to be vested in the Plaintiffs.

95.  Plaintiffs are entitled to a judgment against the Defendants, imposing a constructive
or resulting trust upon and requiring an accounting for all sums paid to or received by the
Defendants from the sale of oil and/or gas from wells encumbered by the Royalty Interests,
together with all profits derived from the use or investment of money received by the Defendants.

EIGHTH CLAIM FOR RELIEF
(Unjust Enrichment)

96. The Plaintiffs incorporate by this reference the allegations contained in paragraphs
1 through 95 of the Complaint as though set forth in full in this Claim for Relief.

97. The Defendants conduct resulted in their withholding or miscalculating of Royalty
payments owed to the Plaintiffs. The Defendants unfairly and improperly received a benefit to the

detriment of the Plaintiffs.

17
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98. The Plaintiffs are entitled to recover the value of the benefit conferred as damages
from the Defendants, together with pre-judgment interest, post-judgment interest, monthly
reporting penalties, attorneys’ fees, costs and expenses as permitted by law.

NINTH CLAIM FOR RELIEF
(Request for an Accounting)

99. The Plaintiffs incorporate by this reference the allegations contained in paragraphs
1 through 98 of the Complaint as though set forth in full in this Claim for Relief.

100. As lessee and operator of certain wells, the Defendants are obligated to report in
accordance with C.R.S. § 34-60-118.5 and Royalty Agreements and make Royalty payments to
Plaintiffs.

101. The Defendants are required to accurately, properly and timely report, account for
and distribute Plaintiffs’ Royalties and the information used to calculate these Royalties to
Plaintiffs. The Defendants have almost exclusive control over and access to the information related
to Plaintiffs’ Royalty payments.

102. Plaintiffs request an accounting relating to any and all matters necessary to
determine whether Plaintiffs have fully and fairly received their rightful share of Royalties from
the production from the leases and wells that are burdened by the Royalty Interests.

103. To the extent the accounting reveals an underpayment of Royalties, Plaintiffs
respectfully request that the Court order payment from the Defendants funds to compensate
Plaintiffs for any underpayment, and to pay appropriate interest, monthly reporting penalties,

attorneys’ fees, costs and expenses associated with this action for the recovery of Royalties.

18
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TENTH CLAIM FOR RELIEF
(Preliminary Injunction)

104. The Plaintiffs incorporate by this reference the allegations contained in paragraphs
1 through 103 of the Complaint as though set forth in full in this Claim for Relief.

105. Plaintiffs request a preliminary injunction enjoining the Defendants from:
deducting costs from the Royalty payments that are prohibited deductions under the Royalty
Agreements; paying on lower prices than permitted under the Royalty Agreements; and calculating
RIs based on less than true Mineral Acreage. Plaintiffs will suffer irreparable harm if the
Defendants are not enjoined during the pendency of this adversary from using Royalty payments
that belong to Plaintiffs. The Defendants continue to appropriate Plaintiffs’ property for their sole
benefit. By failing to segregate Plaintiffs’ Royalty payments, money that belongs to Plaintiffs
becomes comingled with the assets of the Debtors’ estates that could be distributed to creditors,
which would be difficult to trace. Such commingling may cause Plaintiffs’ funds to be converted
to property of the estates.

106. There is a substantial likelihood that Plaintiffs will prevail on the merits in this
Adversary proceeding, as case law, Colorado state law, the Royalty Agreements and other
supporting facts prohibit the deductions taken and other misconduct by the Defendants.

107.  The harm which may result to Plaintiffs outweighs the harm that may be sustained,
if any, by the Defendants if the preliminary injunction were granted. Because the Defendants
continue to receive proceeds attributable to Plaintiffs’ Royalties each month, no additional bond
or security is required.

108.  Public interest and public policy would also be served by granting of a preliminary

injunction. Public interest and public policy are served by preventing on-going conversion by oil
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companies to the detriment of landowners.

109.  Accordingly, Plaintiffs respectfully request that this Court set their application for
preliminary injunction for hearing and, after hearing the request, issue a preliminary injunction
against the Defendants.

ELEVENTH CLAIM FOR RELIEF
(Application for Permanent Injunction)

110.  The Plaintiffs incorporate by this reference the allegations contained in paragraphs
1 through 109 of the Complaint as though set forth in full in this Claim for Relief.

105. Plaintiffs ask the Court to set their application for injunctive relief for a full trial on
the issues in this Complaint and, after such trial, to issue a permanent injunction against the
Defendants enjoining them from making prohibited deductions from the Royalty payments, paying
on improper oil and/or gas prices, and miscalculating RIs.

V. PRAYER FOR RELIEF
Wherefore, the Plaintiffs respectfully request that this matter be set for trial, and that, after

final hearing, judgment be entered in their favor and against the Defendants for the following relief:

1. Declaratory relief as requested;
2. Award Plaintiffs actual and compensatory damages;
3. Enter a judgment disgorging from the Defendants all Royalty funds and other

valuable consideration the Defendants received as a result of having been unjustly enriched or
which they are estopped from retaining, both prepetition and post-petition;
4. Enter a judgment imposing a constructive and resulting trust on the Defendants for

the unpaid or underpaid Royalties;
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5. Enter a preliminary injunction enjoining the Defendants from making prohibited
deductions from Plaintiffs’ Royalties;

6. Enter a permanent injunction enjoining the Defendants from making prohibited
deductions from Plaintiffs’ Royalties;

7. Enter a judgment requiring the Defendants to provide an accounting as requested
above to accurately and fully account for funds attributable to Plaintiffs’ based on Royalty non-
payments and/or underpayments;

8. Such other or further relief that the Court deems just and proper.

Respectfully submitted this 26™ day of October, 2020.
GOLDSTEIN & MCCLINTOCK LLLP
/s/Maria Aprile Sawczuk
Maria Aprile Sawczuk (DE Bar # 3320)
501 Silverside Road, Suite 65
Wilmington, DE 19809
302-444-6710

marias@goldmclaw.com
--and--

Steven Louis-Prescott #46330
HAMRE, RODRIGUEZ,
OSTRANDER & DINGESS, P.C.
3600 S. Yosemite Street , Suite 500
Denver, CO 80237-1829

(303) 779-0200
poolsteven@hrodlaw.com

--and--

Matthew D. Skeen Jr. #46243
SKEEN & SKEEN, P.C.

217 East 7th Avenue

Denver, CO 80203

(720) 507-0270
jrskeen@skeen-skeen.com

Counsel for Plaintiffs

21



Case 20-50963-CSS Doc 1-1 Filed 10/26/20 Page 1 of 6

EXRHIBIT 1



' Case 20-50963-CSS Doc 1-1 Filed 10/26/20 Page 2 of 6

3955471 Pages: 1 of 5
p8/12/2013 @4:15 PN R Fee:331.00
Steve Moreno, Clerk and Recorder, Weld County, CQ

PRODUCERS 88-PAID UP I AT P e O L PR e, O I

Rev. 5-60 No. 2
NE 94 OG

1EI-2000-3 OIL AND GAS LEASE

THIS AGREEMENT. Made and entered into the 1st- day of August, 2013, by and between J. Gale Moody_and Valerie A. Moody, husband and wife. whose address is
P.O. Box 210, Eaton, CO 80615, (hereinafter called Lessor, whether one or more) and Extractign Qil & Gas, LLC whose address is 1888 Sherman, Suite 500, Denver,
CO 80203, (hereinafter called Lessee}.

WITNESSETH, That the Lessor, for and in consideration of the sum of Ter Dollars ($10.00) cash in hand paid, the receipt of which is hereby acknowledged, and the
covenants and agreements hereinafter contained, has granted, demised, leased and let, and by these presents does grant, demise, lease and let exclusively unto the said Lessee, the
iand hereinafter described, with the exclusive right for the purpose of drilling, mining, exploring by geophysical and other methods, and operating for and producing therefrom ail
and all gas. to include coalbed methane gas, of whatsoever nature or kind, together with the right to construct and maintain pipelines, telephone and electric lines, tanks, ponds,
roadways, plants, equipment, and structures thereon to produce, save and take care of said oil and gas {which right shall include specifically a right-of-way and easement for ingress
to and egress from said jands hy Lessee, or its assignees, agents or permittees, necessary 10 or associated with the construction and maintenance of such pipelines, telephone and
electric lines, tanks, ponds, roadways, plants, equipment, and structures on said lands to produce, save and take care of the oil and gas), and the exclusive right to inject air. gas,
water, brine and other fluids from any source into the subsurface strata, and any and all ether rights and privileges necessary, incident to, or convenient for the economical aperation
of said 1and, alone or conjointly with neighboring land. [or the production, saving and taking care of oil and gas (including dewatering of coalbed gas wells), and the injection of air.
gas, water, brine, and other fluids into the subsurface strata, said lands being situated in the County

of Weld , State of Colarado . described as follows, to-wit:

PARCEL 1:
Township 7 North. Range 67 West, 6" P.M.
Section 35: A parcel of tand, located in the Southwest Quarter (SW'4) of Section Thirty-Five (35), Township Seven North (T. 7N.) Range Sixty-Seven West (R. 67W.)
of the Sixth Principal Meridian (6th P.M.), County of Weld, State of Colorado and being mare particularly described as fotlows:
COMMENCING at the West Quarter corner of said Section 35 and assuming the West line of the Northwest Quarter of said Section 35 as bearing North
00°01°47" East being a Grid Bearing of the Colorado State Plane Coordinate System, North Zone, North American Datum 1983/2007, a distance of
2675.59 feet with all other bearings contained herein relative thereto:
THENCE North 89°24°31” East along the North line of said SW'% a distance of 338.46 feet to the POINT OF BEGINNING;
THENCE North 89°24°31” East along said North line a distance of 1201.46 feet;
THENCE South 09°24° 37" East a distance of 58.64 feet:
THENCE South 21°49°27” East a distance of 447.22 feet;
THENCE Scuth 32°48' 52" East a distance of 971.34 feet;
THENCE South 04°46° 17" East a distance of 468.68 feet:
THENCE South 18°16° 13" West a distance of 230.86 feet;
THENCE South 29°46'32" West a distance of 171.11 feet;
THENCE South 88°47° 38" West a distance of 631.3] feet:
THENCE North 52°17 34" West a distance of 134,56 feet;
THENCE North 27°46° 58 West a distance of 311.58 feet;
THENCE North 30°36'38™ West a distance of 360.32 feet;
THENCE North 39°34'04™ West a distance of 264.95 feet:
THENCE North 24°47 49" West a distance of 739.13 feet:
THENCE Morth 12°54°27" West a distance of 378.60 feet;
THENCE North 27°06'21" West a distance of 149.77 feet;
THENCE North 18°44°46™ West a distance of 83.17 feet to the POINT OF BEGINNING:
Said described parcel contains 59.095 Acres, more or less, and may be subject to any rights-of-way or other easements of record or as now existing on said
described parcel of land.

AND

PARCEL 2:
Lot B, Recorded Exemption No. 0705-35-3-RE 1022, according to the Plat recorded June 18, 1987 at Reception Na. 2103987.
County of Weld, State of Celorado;
Said described parcel contains 114.789 Acres, more or less.

In addition 10 the lands described above, Lessor hereby grants, feases and lets exclusively unto Lessee, to the same extent as if specifically described, lands which are owned or
claimed by Lessor by one of the following reasons: (1) all lands and rights acquired or retained by avulsion, accretion, reliction or otherwise as the result of a change in the
boundaries or centerline of any river or stream traversing or adjoining the lands described above: (2) all riparian lands and rights which are or may be incident, appurienant, related or
attributed to Lessor in any lake, stream o river traversing or adjoining the lands described above by virtue of Lessor’s ownership of the lands described above: (3) all lands included
in any road, easement or right-{-way traversing or adjcining the lands described above which are or may be incident, appurtenant, related or attributed to Lessor by virtue of
Lessor’s ownership of the lands described above; and (4) all strips or tracts of land adjacent or contiguous to the lands described above owned or acquired by Lessor through adverse
possession or other similar statutes of the state in which the lands are Jacated.

For purposes of payment of rentais and royalties, Lessor and Lessee agree that the lease shall be treated as cavering _173.884 _acres, whether more or less.

As more fully provided in the Addendum attached hereto as Exhibit “A.” this is a NO SURFACE OCCUPANCY OR DISTURBANCE LEASE.

1. It is agreed that this lease shail remain in force for a ferm of five (5) years from this date and as long thereafter as oil or gas of whatsoever nature or kind is produced from
said leased premises or on acreage pooled therewith, or drilling operations are continued as hereinafter provided. If. at the expiration of the primary term of this lease, oil or gas is
not being produced on the leased premises or on acreage pooled therewith but Lessee is then engaged in drilling, re-working or dewatering operations thereon, then this lease shall
continue in force so long as operations are being continuously prosecuted on the leased premises or on acreage pooled therewith; and operations shall be considered to be
continuously prosecuted if not more than one hundred eighty (180) days shall elapse between the cotmpletion or abandonment of one well and the beginning of operations for the
drilling of a subsequent welt. If after discovery of oil or gas on said land or on acreage pooled therewith, the productian thereof should cease from any cause after the primary term,
this lease shall not terminate if Lessee commences additional drilling or re-working operations within ninety (90) days from date of cessation of production or from date of
completion of dry hole, If oil or gas shall be discovered and produced as a result of such operations at or after the expiration of the primary term of this lease, this lease shall continue
in force so long as oil or gas is produced from the leased premises or on acreage poofed therewith.

2. This is a PAID-UP LEASE. In consideration of the initial cash payment, Lessor agrees that Lessee shall not be obligated, except as otherwise provided herein, to commence
of continue any operations during the primary term. Lessee may at any lime or times during or after the primary term surrender this lease as to all or any portion of said land and as
to any strata or stratum by delivering to Lessor by filing for record a release or releases, and be relieved of all obligation thereafter accruing as to the acreage surrendered.

3. In consideration of the premises the said Lessee covenants and agrees:
1*. To deliver to the credit of Lessor, free of cos, in the pipeline 10 which Lessee may connect wells on said land, the equal twenty percent (20%) part of all oil produced and
saved from the leased premises.
2" The Lessee shall pay Lessor, as royalty, on gas, including casinghead gas or other gaseous substances, produced from the leased premises and sold or used off the preniises
or used in the manufacture of gasoline or other products, the market value at the well of twenty percent (20%) of the gas sold or used, provided that on gas seld the royalty shall
be twenty percent (209) of the amount realized from such sale. The amount realized from the sale of gas shall be the price established by the gas sales contract entered into in
good faith by Lessee and a gas purchaser for such term and under such conditions as are customary in the industry at the location where the well is located. “Price” shall mean
the net amount received by Lessee after giving effect to applicable regulatory orders and after application of any applicable price adjusiments specified in such contract or
regulatory orders. Lessor and Lessee agree that costs that are customary in the area which are incurred hy Lessee in gathering, compressing, dehydrating, and transporting gas
to a pipeline or processing plant may be deducted from the royalty paid to Lessor.

3" To pay Lessor for gas produced from any oil well and used off the premises or in the manufacture of gasoline or any other product a royalty of twenty percent (20%) of the

proceeds, at the mouth of the well, payable at the prevailing market rate.

4. If, at the expiration of the pamary lerm or al any time or times thereafter there is any well on the leased premises either capable of producing oil or gas or subject to
dewatering operations, then this lease shall not terminate so long as such well is shut in or such dewatering operations continue. For each such well, Lessee shall pay or tender to
Lessor or Lessor's successor or assigns Ten Dollars per year per net mineral acre retained hereunder, such payment or tender to be made on or before the anniversary date of this
lease next ensuing after the expiration of 90 days from the date such well is shut in or dewatering cominences and thereafier on or before the anniversary date of this lease during the
period such well is shut in or is in a dewatering phase. Lessee’s failure to pay or tender, or properly pay or tender, any such sum shall render Lessee liable for the amount due but it
shall not operate to terminate the lease.

5. 1f said Lessor owns a lesser interest in the above described land than the entire and undivided fee simple estate therein, then the royalties (including any amount due as
described in paragraph # 4 above) herein provided for shall be paid the Lessor only in the proportion which Lessor’s interest bears to the whole and undivided fee.

6. Lessee shatl have the right to use, free of cost, gas, oil and water produced on said land for Lessee’s aperation thereon, except water from the wells of Lessor.

7. When requested by Lessor, Lessee shall bury Lessee’s pipeline below plow depth.

8. No well shall be drilled nearer than 200 feet to the heuse or bam now on said premises without writien consent of Lessor.

9. Lessee shall pay for damages caused by Lessee’s operations to growing crops on sud land.
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1. Lessee shall have the right a1 any time to remave all machinery and fixtures placed on said premises, including the right to draw and remave casing.

11. The rights of the Lessor and Lessee hereunder may be assigned in whole or in part. No change of ownership of Lessor's interest {by assignment or otherwise) shall be
binding on Lessee until Lessee has been furnished with notice, consisting of certified copies of all recorded instruments or documents and other information necessary to establish a
complete chain of record title from Lessor, and then only with respect to payments thereafter made. No other kind of notice, whether actual or constructive, shall be binding cn
Lessee. No present of future division of Lessor's ownership as to different portions or parcels of said land shall operate te enlarge the obligations or diminish the rights of Lessee,
and all Lessee’s operations may be conducted without regard to any such division. If all or any part of this lease is assigned. no leasehold owner shall be liable for any act or
omission of any other leasehold owner.

12. Lessee, at its option, is hereby given the right and power at any time and from time to time as a recurring right, either before or after production, as to all or any part of the
land described herein and as to any cne or more of the formations hereunder, to pool or unitize the leasehold estate and the mineral estate covered by this lease with any other land,
lease or leases in the immediate vicinity for the production of oil and gas, or separately for the production of either. when in Lessee’s judgment it is necessary of advisable to do so,
and irrespective of whether authority similar to this exists with respect to such other land, lease or leases. Likewise, units previously formed to include formations not producing oil
or gas, may be reformed 1o exclude such non-producing formations. The forming ar reforming of any unit shall be accomplished by Lessee executing and filing of record a
declaration of such unitization or reformation, which declaration shall describe the unit. Any unit may include land upon which a wel! has theretofore been completed or upon which
operations for drilling have theretofore been commenced. Production, drilling or reworking operations or a well shut in for want of a market anywhere on a unit which includes all or
a part of this lease shall be treated as if it were production, drilling or reworking operations or a well shut in for want of a market under this lease. In lieu of the royalties elsewhere
herein specified, including shut-in royalties, Lessor shall receive on production from the unit so pooled royalties only on the portion of such production allocated to this lease: such
allocation shall be that proportion of the unit production that the total number of surface acres covered by this lease and included in the unit bears to the total number of surface acres
in such unit and shall be subject to paragraph # 5 above. Tn addition to the foregoing, Lessee shalt have the right to unitize, pool or combine all or any part of the above described
lands as to one or more of the formations thereunder with ather lands in the same general area by entering into a cooperative or unit plan of development or operation approved by
any governmental agency having autherity to do so and, from time to time, with like approval, to modify, change or terminate any such plan or agreement and, in such event, the
terms, conditions and provisions of this lease shall be deemed modified to conform to the terms, conditions, and provisions of such approved cooperative or unit plan of development
or operation and, particularly, all drilling and development requirement of this lease, express or implied, shall be satisfied by compliance with the drilling and development
requirements of such plan or agreement, and this lease shall not terminate or expire during the life of such plan or agreement. In the event that said above described lands or any part
thereof, shall hereafier be operated under any such cooperative or unit plan of development or operation whereby the production therefrom is allocated 1o different pertions of the
land covered by said plan, then the production allocated to any particular tract of land shall, for the purpose of computing the royalty payments tc be made hereunder to Lessor shall
be based upon production only as so allocated. Lessor shall formally express Lessor's consent to any cooperative or unit plan of development or operation adopted by Lessee and
approved by any governmental agency by executing the same upon request of Lessee.

13. All express or implied covenants of this lease shall be subject to ali Federal and State Laws, Executive Orders, Rules or Regulations, and this lease shall not be terminated,
in whole ar in part, nor Lessee held liable in damages, for failure to comply therewith, if compliance is prevented by, or if such failure is the result of, any such Law, Order, Rule or
Regulation,

14. Lessor agrees that the Lessee shall have the right at any time to redeem for Lessor, by payment, any mortgages, taxes or other liens on the above described lands, in the
event of default of payment by Lessor and be subrogated to the rights of the holder thereof, and the undersigned Lessors, for themselves and their heirs, successors and assigns,
hereby surrender and release all right of dower and homestead in the premises described herein, insofar as said right of dower and homestead may in any way affect the purposes for
which this lease is made, as recited herein.

15. When drilling, production or other operations are delayed. interrupted or stopped (i) by fire, flood, war, rebellion, insurrection, riot, failure of all available carriers to
transport or furnish facilities for transportation of any product produced hereunder, or (ii) as a resubt of an order, or failure to issue permits, or the approval of any governmental
agency {including but not limited to orders restricting fracking or production), provided Lessee has acted diligently in seeking any required permits or approvals, or (iii) as a result of
any cause beyond the control of Lessee, the time of such delay, interruption or stoppage {but not to exceed a total of twelve {12] months for all applicable delays, interruptions or
stoppages), shall not be counted against the Lessee under any provision of this Lease. and this Lease shall not terminate by reason of any such delay, interruption or stoppage, and the
period of such delay, interruption or stoppage shatl be added to the term of this Lease.

16. Should any one or more of the parties hereinabove named as Lessor fail 1o execute this lease, it shall nevertheless be binding upon all such parties who do execute it as
Lessor. The word “Lessor,” as used in this lease, shall mean any one or more or all of the parties who execute this lease as Lessor, All the provisions of this lease shall be binding on
the heirs, successors and assigns of Lessor and Lessee.

17. In the event Lessor considers that Lessee has not complied with all its obligations heteunder, either express or implied, Lessor shall notify Lessee in writing. setting cut
specifically in what respects Lessee has breached this lease. Lessee shall then have thirty (30) days after receipt of said notice within which to meet or commence to meet all or any
part of the breaches alleged by Lessor. The service of said notice shall be precedent to the bringing of any action by Lessor on said lease for any cause, and no such action shall be
brought until the lapse of thirty (30) days after service of such notice on Lessee. Neither the service of said notice nor the doing of any acts by Lessee aimed to meet all or any of the
alleged breaches shalt be deemed an admission or presumption that Lessee has failed 1o perform all its abligations hereunder. This lease shall never be forfeited or cancelled for
failure to perform in whole or in part any of its implied covenants, conditions, or stipulations until a judicial determination is made that such failure exists and Lessee fails within a
reasonable time to satisfy any such covenants. conditions, or stipulations.

18. Lessee will be deemed to have fully developed the leased premises if each acre of the leased premises is inciuded in a spacing unit or lands pooled therewith.

19. Intentionally Deleted.

20. Intentionally Deleted.

21. This Oil and Gas Lease is subject to the terms of that certain Surface Use and Damage Agreement dated August 1, 2013, between the Lessor and Lessee.

27. ADDITIONAL TERMS AND PROVISIONS OF THIS LEASE ARE SET FORTH ON THE ADDENDUM ATTACHED HERETO AS EXHIBIT “A" AND
INCORPORATED HEREIN BY REFERENCE.

IN WITNESS WHEREOF, this instrument is executed as of the date first above written.

Lessor: W
By - e By

1. Gaj¢ Moody //::>

Ssee: T

Valerie A,

EXTRA NFOIL & GAS, LLC, a Deiware limited liability company
By P
Matt Owem._r;m,-dm*.._.,

ACKNOWLEDGMENT

STATE OF COLORADO }
1SS
COUNTY OF LARIMER H

BEFORE ME, the undersigned, a Notary Public, in and for said County and State, on this Lst day of August, 2013, personally appeared__J. Gale Moody and

Valerie A. Moody _ to me known te be the identical person(s) described in and who executed the within and foregoing instrument of writing and acknowledged to me that

7,
LTty

they duly executed the same as _their _ free and voluntary act and deed for the uses and purposes therein set forth. \\\\\\““"-m””,l
Q,\\\\ \\ﬁNSO”,’/&,
IN WITNESS WHEREOF, [ have hereunto set my hand and affixed my notarial seal the day and year last above written. § o ! Zz
&
S
. = ()
My Commission Expires: // // & // Lf/ C%GA(/‘ f< /jé O o= Q o
' 4 Notary Public ] &
Address:125 South Howes, 6th F%or ()
3955471 Pages: 2 of 5 Fort Collins, CO 80521 7 @ OOV*'
©8/12/2013 94:15 PN R Fee:$31.00 %, 4rE 0? SN
Steve Moreno, Clerk and Recorder, Weld County, GO I/,,”” “\\\\\\\
i
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(7131103 -2-



h Case 20-50963-CSS Doc 1-1 Filed 10/26/20 Page 4 of 6

. 3955471 Pages: 3 of ©
08/12/2013 94:15S PN R Fee:$31.00
Steve Moreno, Clerk and Recorder, Weld County,

I W e LT AR o, W1

STATE OF COLORADO }
188
COUNTY OF }

o

BEFORE ME, the undersigned, a Notary Public, in and for said County and State, on this £ day of August, 2013, personally appeared_Matt Owens. as
President of EXTRACTION OIL & GAS, LLC, a Delaware limited liability company ., to me known to be the identical person described in and who executed the within

and foregoing instrument of writing and acknowledged to me that _he  duly executed the same as the act of such entity for the uses and purposes therein set forth and in

the capacity therein stated.

IN WITNESS WHEREQF, I have hereunto set my hand and affixed my notarial seal the day and year last above written.

My Commission Expires:

Notary Public

REBECCA E VAN BLARICOM
Notary Public

State of Colorado

— o

(731413} 3.
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EXHIBIT “A”

This Addendum attached to and made a part of that certain Oil and Gas Lease dated August 1, 2013, by and between J. Gale
Moody and Valerie A. Moody, as Lessor, and Extraction Qil & Gas, LLC., as Lessee, covering and affecting approximately
173.884 acres of land, more or less (the "Leased Premises"), located in Weld County, Colorado

Notwithstanding anything to the contrary contained in the printed portion of this Lease, it is agreed and understood that the terms, provisions,
and conditions of this Addendum are made a part of the Lease and hereby amend and supersede the terms of the Lease to the extent
inconsistent herewith:

1.

Any provision of this Lease to the contrary notwithstanding, the royalty payment to be made by Lessee to Lessor shall be twenty
percent (20%) of the produced oil, gas, casinghead gas and other hydrocarbons associated therewith.

Bonus payments must be received by Lessor before the recording of this Lease or the recording of a Memorandum of this Lease.
Lessee and all of Lessee's successors or assigns agree to meter at the well head all oil and/or gas produced from the Leased Premises.

This Lease is specifically limited to oil, gas, casinghead gas, and other hydrocarbons associated therewith. All other substances,
including sand, coal, gravel, uranium and water, are specifically excluded from this Lease.

The shut-in clause contained in this Lease shall not operate to maintain this Lease for periods in excess of twenty-four (24) consecutive
months after the expiration of the primary term. This Lease shall not be held through the payment of shut-in royalties for a cumulative
period of more than two (2) years beyond the primary term. Upon reaching the cumulative period, Lessee shall promptly execute and
deliver to Lessor a release of this Lease as to all lands described in the Lease which had previousty been held by payment of shut-in
royalties. Shut-in royalties payable pursuant to paragraph 4 of this Lease shall be Ten Dollars ($10.00) per year per net mineral acre.
This Lease may be extended by production only if production is in paying quantities. Lessee's failure to pay or tender any such sum
shall render Lessee liable for the amount due, but it shall not operate to terminate this Lease unless Lessor shall have given Lessee
written notice of such failure to properly or timely make such shut-in well payment.

Any change of or assignment of Lessee shall be made known to Lessor within sixty (60) days of such change or assignment. Any
change of contact information (address or other) for Lessee shall be made to Lessor within sixty (60) days of such change. Any such
changes shall be reported to Lessor as to date, name, and address of such change within the sixty (60) days as above.

Notwithstanding anything to the contrary contained in this Lease or in this Addendum, this Lease is made and accepted without any
covenant or title warranty of any kind whatsoever by Lessor. Lessee agrees not to make any claim against Lessor pertaining to
warranty of title.

Lessee agrees to keep and to have in its possession complete and accurate books and records showing the production and disposition of
any and all substances produced on the Leased Premises and to permit Lessor, at all reasonable hours, to examine the same, or to
furnish copies of same to Lessor upon request along with purchaser's support documentation. Lessor will not be unreasonable with
requests. All said books and records shall be retained by Lessee and made available in Colorado to Lessor for a period of not less than

five (5) years.

At the time of the lapse or termination of this Lease by any of its terms or provisions, Lessee agrees to promptly execute and deliver to
Lessor and file for record with the Weld County Clerk and Recorder a written release and surrender of this Lease save and except that
portion maintained by virtue of any provisions of this Lease.

Pooling and unitization shall be limited to spacing orders approved by the Colorado Oil and Gas Conservation Commission and
units for maintenance of pressure. Lessee shall have no right to commit the lands described in this Lease to a state or federal
exploratory unit.

Post-production costs shall not be deducted from Lessor’s royalty. The royalty paid on oil and gas substances as set forth in
paragraph 1 of this Lease shall be twenty percent (20%).

Lessee shall defend, indemnify, and hold Lessor harmless from any losses, actions, claims, liability, damage, and expense as the
result of Lessee’s drilling or operations.

This Lease does not lease the rights for underground gas storage or sequestration of any subsiances.

Notwithstanding anything to the contrary contained in this Lease, including, but not limited to, the provisions of paragraphs 7, 8,
9. and 10 of this Lease, this Lease is a “no surface occupancy or disturbance” Oil and Gas Lease. It is agreed and understood that
Lessee, its successors or assigns, shall not conduct any exploratien, drilling, or completion operations or locate any production
facilities on the surface of the leased lands, including pipelines and flow lines. Lessee is granted the right to drill and operate
horizontal wells under the surface of said lands, irrespective of the bottom hole location of said wells, To this end, Lessor herein
grants to Lessee a subsurface easement for all purposes associated with such horizontal well or wells regardless of whether or not
Lessor benefits directly or indirectly from said well or wells. Said easement shall remain in full force and effect for the primary
term hereof and so long as the lease term is extended as provided in this Lease. Lessee acknowledges that any surface mineral
development of the lands leased hereby will interfere with Lessor’s contemplated use and development of such lands, resulting in
substantial monetary damages to Lessor,
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" 15. As aforesaid, this Oil and Gas Lease is expressly subject to the terms and conditions of that certain Surface Use and Damage
Agreement dated August 1, 2013, between Lessor and Lessee (the "Surface Use Agreement"). The Surface Use Agreement
establishes a "Surface Use Area" from which Lessee’s oil and gas operations shall be conducted and on which certain facilities and
installations shall be located.

Lessor:

VALERIE A, MOODY / @—\

Lessee;

EXTRACTI IL & GAS, LIJC, a Delaware limited liability company

By

Matt Olvetls, President
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AR1889L40 .
OIL AND GAS LEASE

Pooling Provision

THIS AGREEMENT made this 22nd day of March : , 10. 82, between

. Arlen D, Delms and Ksthryn M, Debus, husband and wife,-Bex-212,-Haxbuny Golorado——

Letsor (whether one or more), whoae nddress Ias

and : o Lesses, WITHESSETH:

1. Lessor In rderatlon of - —w = Ten and ROPo= = = = = = = = = === am . wn o - Dollars

u--lQ.QO_..__M} in hand patd, of the royalties hereln provided ‘apd of the mgreements of Lessec hersin contalned, hereby grants, leases and lets ex-
O]

clusively unto Lestee for the purposs of Investigating, exploring, prospecting, drilling and gninlng for and producing oll and gas, layin pipe lings, bullding
roade, iapks, power slations, telephone lines and other ptruciures thereon and on, over and acroas Jinds owned or clairoed by Lesaor adjscant and contlzuous

—_—

thereto, to produce, save, Lake care of, Lreat, transport, and own sald products, and bousing [ta employees, the following described Innd in
Weld LI cointy, +_Colopado St Vs
A parcel of land located in the NW} of Seotion 36, Township 6 Nerth, Range 66 West of tim
6th P,M. Weld Oounty,Colerado being more particularly desoribed as follewss Beginning at
the Northwsst corner of sald Seotlon 36 and considering the North 1line of said Wi as
bearing S. 88°47'08" E, and with all other bearings contained berein relative therato:
Thence S, B8°47'08" B, 1284.,14 feot, thonce §, 00°40128" W, 505.60 feet, thence
North 889451'36" W, 1288,29 feet, thence North 01°08141" E. 505.38 fest to the point &
beginning, and contalning 14,926 acres, more or lesas

.

2. Without refrrence Lo the commencement, prosecution or c&s W al duy time of drilling or other development operitions, andfor to the discovery, de-
velopment or cessation st sny time of productlon of ofl or gas and without further pagments than the royaities herein vrovided, and nolwithatanding aoy-
thing elss hereln contained {o the conteary, this lease shall be for a term of com this date (eslled “priary term®} and s Jung thereafier s ol
or gas i3 produckd from aald Jand or [and with which enid land Is pooled heraunder. ive yaarg

3. ‘The royslties to be piid by Lessee, are1 (o) ou o), one-elghth of that produced apd saved froms said tand, the aame Lo be~dalivered st the wells or. to the
credit of Lessor into the plpe line to which the wells may be connscted ; Letsee may from time (o time purchase mny royalty ofl In s possesaion, paying the
market price therofos prevailing for the fleld where produced on the date of purchuae: (b) on gas, ind wding casinghead gad of other gaseous substance, pro-
duced from taid Isnd, and 4ol or used off the premiscr or for the extraction of gasoliny or other product therefrom, the market value st the wall of one
eixhih of the gas so sold or vsel, provided that on gus sold at the wells the royalty shall be one-sighth of the amount realized from such sale: while thers §s =
Za1 well on this fease or on aereame pooled therewith but mas is not being sold or used, Lessee may pay aa royaily, on or befors nlmg (30) days after the
Sate on which said well 1a thit tn and thereafter at annast intervals the sum of $1.00 per aere. and It auch phyment s made or tendered, this lewse shall not
terminate und [t with be considered that kas (s belng produced (rom this leasa {n paying quantitles. Loases shal] huve free use of oil, yss, coal and water from aaid
Jxnd, except waler from Lessor’s wells, for all operations hereunder, end the royslty on o and pas shall be tompuled aiter deducting any so used,

1. Letsee, st Ita option, i3 hereby given the right and power to ) or enmbine the acresge coversd by this lesse, or any portlon thereo! a1 to oil
and gas, or elther of them. with other [and, fease or leases in the [mmediate vicinity thersof to the extent, hereinafter stipufated, when in Lewsee’s Judgment
it is pectssary ur advisable tu do v in order properly 1o explore, or to deulog and operate said leascd ;anrnlsu in compliance with the spacing - rules of
the appropriste loeal governmental authority, " or other Iawlul autherity, or when to do so would, In the judgment of Lésste, promote ihe conservstion of oil
and gas In and under and ihat may be produced from safd premlves. Units pooled -for ofl hereunder shall not substantislly exceed 40 meres exch In area,
End units pooled for was hereundeér shall not substantisly cxceed In Area 610 acrcs each plus u tolicanes of 104, thereel; provided that should gorernment-
al aulhority havinz furladictivn prescribe or permit the creation of units larger then thuise specified, unity Lthereafler ‘created may conform substantially §n slze
with those presceilnd- by- governmental regalations, Lesice under. the provisions bereol may pool or. combine acresge coversd by this lesss, or any porilen
thareof as above provided as (o ofl fn any one or more strats and As to gas in &by one or mure strata, The unlis formed by pooling aa to any siratum or sirats
need hbt conform in site or sres -with the unlt or units into which the lease [§ pooled of combingd ks to any other siratum or strats, nhd‘olL unjits need
not conform- as Lo area. with gas units, The vooling In one or tmore instanecs shall nol exhsust the vighti of the Letbie hereunder pooly this lemse or
portions thereof Inte idher. itnta, Leasee shall file for vecord In the mppropriate recorda of the county In which the lenaed premives ara sjtuated ln frutrument
deseribing nnd designating the poofsd acreage aa & pooled unit. Leasee may at {ts election exercise It pooling option - sfter. commenciug_operstions for or
completing sh oll was well un the lensed premises, and the pooled unit may inelude, but 1L f2 hot required to fatlude, Jand or leasss upon which a well

. eapahle of ﬁ:ariueln.z oil ur gus in paying quentities has theretofore been completed or vpon which operstions for:the dellling of & well for ¢}l or gas have
theretofore been commenced, Operationy for drilling on or production of oil or gaa from any part of the pooled - unit. which includes all or n portion of the
land covered by ihis leaso regardless of whether huch operntions for drliting were commeénced or such production was. secured before or afur the éxecutlon
of this [natrumeént oF (he Instrument dariznating the pooled unit. shall be consldered as opcrations foy drilling on or produé%lup of 611 or ghs from land covered by
this Yensu whether or not the well of wells be located on the premiscs tovered by this lease, nnd the entire acreagé éonstituting such unlt or unils, ss to oll and gry,
or cither of them: as hervin provided, ahall be treated for sl pucposes, except the payment of roralticd on produétlon from the pooled. unit, 22 i( the pame
were incloded In this Iosse. For the purpote of computing the royaltles to which owners of royaliies and payments out of production and each of them, shall
be valited on production of ell-and gaa, or either oF them, from the pooled unit, there shall be allocated to the:land coversd by’ this lease and fnelu&ed_in
sold unit 8 prio Fats portlen of the oil snd. xas, or either of them, preduced from (he pooled unit atter deducting that tised for operations on the pooled units.
.Such bllotation shal] be' oh’ &h ncresgé basis—thal fs to say, there shall be sliccated o the merenge eovered by thi “lesse ‘and Included 'E the pooled unit
that pro rata portion of the off and xws, or_either of them, rro-du:e_d from the Ponltd unit which ihe nuimbei of aurface scres tovered by this lemse end
fnctuded - [n this: peated] 1nlt bears (o the total number ol surlace seres ncloded In the pooled unit, RU{I"JH hereunder ghh‘j be éomputed on the portion of
such prodiction, whether [t b oil und gas, or elther of them, 5o aliocated to the Jand cavered by this Joase #nd includsd In the:upft just ‘ss though such
preduetion were Teol zueh land, The produclion from an oil well will be considercd production from the lensé or oif podled unlt from which it s producing
and not ae production feem a kas pooled unit; sad production from a ras well w1l considered a9 production from the lease or gae pooled unit from

which It is produeing dnd not from an oil pooled unit,

© B, I et the ¢éxpiration of  the primary term oil or gss s not Leine
tn drilting 6r Feworking npefalions theréon, or shall have completed & dr{ n
remnin in force #o lons s operations on 1aid well or for deilling or reworking of any sdditlonal well are prosecu with' no, cissatlon of more than 60 con-
- sccutlve days, AAr if they Fisult in the production of ofl or gas 50 Jong thereafler av oil or gu it produced from aald land; or from’ Inad pooled therewith, I,
after the pxplralian.of:the primary term of this lease and afier ofl or gas [« produced from asld land, or from land pooled therewith, the prodiction thereo
sharld ceave fenm: ani eange, this lease shall noi ferminste If Leasee commences operations for dtillfnt or reworking within €0 days sfter- the cesantion of
such ‘proliciion,: but shull rémain in force-and effect 30 Jonx #3 such operstions are prosecuted with no érsation of more than’ 60 éonsecutive days, and
it they riault in the production of oi) or ges, so long thetealter a3 oil or gas s produted feom sald:land, or from [ahd pooled therewith, ‘Any pooled unit
deslgnated Ly Leéee in necordance with the terms hereof, miy be diswolved by Leasee by inalrument FHed for record in the skppropriste records of the county
fn_which the, frasal firémises ore situsted st sny time after ‘the completlon of » dry hole or the cessation of produclion on said unit. In the event & well or
_weetls produring Hil or gas in, payini quunt{lics should be brouzht in on ndfscent Jand and within 640 feet of mnd draining the lessc premises, or land peoled
thorewith, Leane spcees o drill such offaet well or wells as » reasonally prudent uprrator would drill under the tame of similar efreumstinces, Ledsee may
at an¥ tinte cxecotr. anl deliver to Leasor or pince of record & release or releascs coverlnz any poftion or portions of the above deseribed preminea and
thershy surrender. this Jease as 1o such portioh or porifons and be relieved of ali obligations as 1o the ncreare surréndered, .

6. lﬂam‘ihh‘il hr{re'lhe--rfﬂ;t' At any time during or afier Lhe expirstion of this Jease to temove &1l property and tixtures b!nced fy Lesser on asid land,
Inchndine the thrht o deaw and remove all éuning. When rcquired by Lessor, Lessee will bury all pipe lines briow ordlnacy plow depih, and no well skall be
drlllfd_wﬂh!n !wo hundral foet of any residence or barn now on 3sid Jand without Lessors consent. T L

B P . T T T L P .

.. The rights of ‘¢ither parly hereunder may be asslpned in whole or [n parl, #pd the prorivions hercol shall extend Lo their helds, succeaso: s and assigns
bt nn chanzé or division in ownership of the Iand or roraltics, however accomplished. shall operale to enlerps the obligstions or ' diminisk’ the righis of

scei and no'chenge o divldes fn such ownership shall he binding on Lessce wntil thirty {30) days after Lesiee shall have bern furnished by registered
U, 8. mail at Leivecs prinn;ml place of business with s rertifird copy of record=d Instrument or instrumenis evidencing same.:Tn the event o maslrnment
herenf in whole or In part Hability for brearh of any oblization hereunder shall rest exclusively upon the awner of this lense or of & portion thereo! who
commits puch bresch, If siv wr mote partiva Fecome entitled to royalty hereunder, Leviee may withhold payment thersof unless and until furnlihed with a
recordabls insteumient exceuted by all such parties deslnnating =n sgent to receive payment for all. - L .

rédueed on sald Jand. or from Tand pooled i,hj"rnalh. but Leesee ls then engazed
iole thereun within 60 days prior to the end of the primary terms, the Jease shall

. . T R AN
. 8. The breach by Tcasee of any ohiigation arlsing hereunder shell not work s forfciture or termination of this lesse nor caiuse & términatlon or reversfon
of the estate erealed horehy nor be grounds for eanecitatinn hereof in whaole or in part, In the event Lessor conslders Lhat operstiond are not at any tims
belng conducted th cuvmplisnce with this deave, Lessar shall notify Lesses in writing of the facts relied upon a2 conibituting & hreach -hereal, and Lesses, if
in defaull, sholb hayve 2ixty days afier receipt of such motice in which to commence the comgﬂlnzt with the obligations Imposcd by virlue of this instrument.
After the discovery nf oil or gas [n payine auantitics on sald premiscs. Lessce shall develop the acreare riiained hereiinder as n rensonably prudeat operstor
but in discharadne this elligatlan It shall in no cvent be required to drill more than one well per forty (40) nores of the nrea retained hereunder and capable
ddvrnduclnt-dl in peying quantitics and one well ger 640 acrea plus an acresge lolcrance not Lo cxceed 30% of €40 scres of the ares retained hereunder

and capable of producing gro in payink qusntities. . R . .

- 9, -Lessor hereby warrants and sxrecs to defend the tiile tn sald Jand and agrees that Lewsee at ita option may discharge aay tax, mortgage or olher lien
upon said land either in whole or in parl. aad in cvent Leswrv dors 86, it shall b subrowaled to such lhen with the sixht 10 eniorée same and spply roraliles
aceruing hrrennder toward satfafying same. Without Impslrment of Lewsee's richt under the warranly In event of fallure of title. It 1o agreed that {f Lessor
owns ah interewt in the ol or gas on, in or under axid tand tess than the eatire fee simplc eslate, then the royslties to be pald Lessor 4hall be reduced
p;:p:!rll!ona:r!y. Should any one or more of the parties hamed ns Lowsors fall to execute this fense, 1t shall pevertdeless be binding upon the party or partim
eXéc ng " ARTRE, . . :

. 10., Should Lessee be prevented from complying with xny express or {mplied covenanl of thia Ieaze, from ennducting drilling or rFeworking operations
therenn'or from producing ofl or xas therefrom by reastn of scarcity of o Inability to obiain or to use rquiyinert or. rmalerial, or by operation of fores
majcdre, sny Feleral or state Jxw or any order, rale ar rewulatlon of governmental suthorify. then while 2o prevented, Lisede’s ohligatlon Lo comply with such
covenant shall be suspended, and Lesser shall nout be Jlable In damagrs for frilute to comply therewith: and this lease shall be extended while snd 30 long
»$ Leatee {9 prevented by any soch cayse from eonducting drilling or reworking oprrations on or from producing oil or gaa from the lessed premises; and
the time while Lensce is so prevented ahall not be counted against Lesace, snylhing in this Jease to the contrary notwithstanding,

I WITNESS WHEREGF, this Instrument Ia execotrd on the date first sbove wrltten. i / r i '
: U M s0540 7039

- 4~
™ “ArIen D Debus  Se¢.56C, Womber

' W, DA
RECORDIA'S MEMORANDUM FyP———"
AT THE TIME OF RECORDATION, THMi$ IN-
STRUMENT WAS FOUHD TO BE INADEQUATE
$OR THE, BEST PHOTOGRAPHIC REPRODUCTION
BECAUSE CF ILLECIBILITY, CARBON OR PHUTO
COPY, DISCOLORED PAPER, ETC. .
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INDIVIDUAL ACKNOWLEDGMENT

STATE, oF COLCRADO } .
Cm’mty‘of »P}’U‘l}}[ﬂf - 3%

k= . . . .
-*The foregoing instrument was acknowiedged before me this J‘i ‘day of “__APJ‘.L}__,

1982 4y Arlen D. Debus and Kathryn M. Debus, husbend and wife

7y P
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INDIVIDUAL ACKNOWLEDGMENT
STATE OF. }
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County of :
The foregeing ihsirumeht was acknowledged before me this . day of .
19 by
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A
My Commilssion expires. - 2 12 Notary Public
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Rec. No Ann Spomer, Recorder
No. 941. PRODUCERS 88. —Bradford Publishing Co., 1824-46 Stout Street, Denver, Colorado ’Q — )

OIL AND GAS LEASE

one or more) and............= %000 e
second part, hereinafter called lessee.

WITNESSETH, That the said lessor, for and in consideration of.....2.%® .“._One eeoeceeesreereer® DOLLARS,
cash in hand paid, receipt of which is hereby acknowledged and of the covenants and agreements hercinafter con-
tained on the part of lessee to be paid, kept and performed, has granted, demised, leased and let and by these presents
does grant, demise, lease and let unto the said lessee, for the sole and only purpose of mining and operating for oil
and gas, and laying pipe lines, and building tanks, power stations and structures thereon to produce, save and take

care of said products, all that certain tract of land situate in the County of................. Welde . .

State of ... ..Colorado, , described as follows, to wit:
_The North Half (N%), and the Southwest Quarter (SWk), and the Northeast Quarter (

of . the.Southeast, Quarter (SE%) Section 17, Township 2 North, Range 67 West of 't
P.M,

iy dgreed between the Tessor and Lesses that this-lease-is-not-to-be
""" plaed on record wnt1l g defingte deal-has been mgde-for &-test-to-be-made.-in-o
...... o r.tha..follmng..se.ctions.;..,&cbion...?-gﬂl.?aor 18.,.%...’ . .2.. .N.’...Range...ﬁ?..“ﬁs&.}.............

.2 .and containing............. 7, acres, more or less.

of Section._.._._..l.?. ............ Township....z...‘.}fl.g...rpy.... ange.”.
It is agreed that this lease shall remain in force for a term of..... S ........ years from this date, and as long there-
after as oil and gas, or either of them, is produced from said land by the lessee.
In consideration of the premises the said lessee covenants and agrees: . .
1. To deliver to the credit of the lessor, free of cost, in the pipe line to which the lessee may connect his wells,

the equalQnQEi@t(l/Bth) ............ part of all oil produced and saved from the leased premises, as royalty or, |
at lessee’s election, to pay the lessor for such royalty the market price prevailing the day the oil i8 run into the

pipe line, or in storage tanks. To pay the lessor as royaltyoneEi@t(I/Bth) ............. of all other minerals and
hydrocarbons which the lessee produces and saves from said lands. .
2. To pay for the gas fr?ﬂgach well found upon the said premises, which shall produce gas in marketable

quantities, a royalty of ... 0 . 5. ... per cent of the net proceeds derived from the sale of such gas, or of
the gasoline that such gas may be converted into and markeieil ﬁf the premises.

If no well be commenced on said land on or before the....”. 7.7 .. ... day Of..o.ooieeieeeeee e , 1908 . ,
this lease shall terminate as to both parties, unless the lessee on or before that date shall pay or tender to the lessor,
or to the lessor’s credit in the.............coooiiiiiiiiiiiii e Bank of...... 1?.9?!79!‘».._991°" ......
or its successors, which shall continue as the depository regardless of changes in the ownership of said land, the sum '
of........d One.Dollar. per aCreey. ... DOLLARS, which shall operate as a rental and cover the privilege of |
deferring the commencement of a well for...... 12 ............ months from said date. In like manner and upon like payment

or tenders the commencement of a well may be further deferred for a like period of the same number of months suc-
cessively. And it is understood and agreed that the consideration first recited herein, the down payment, covers
not only the privileges granted to the date when said first rental is payable as aforesaid, but also the lessee’s option
of extending tha riod aforesaid, and any and all other rights conferred.

Should the_ firgt. well drilled on the above described land be a dry hole, then and in that event, if a second well
is not commencé&.gm',s id land within twelve months from the expiration of the last rental period which rental has
been paid, this 1ease‘é;xll terminate as to both parties, unless the lessee on or before the expiration of said twelve
months ghall resyme.tlie payment of rentals in the same amount and in the same manner as hereinbefore provided.
And it is agreed that’ upon the resumption of the payment of rentals, as above provided that the last preceding para- |
graph hereof, goversjug the payment of rentals and the cffect thereof, shall continue in force just as though there |
had been no interruption in tﬁe rental payments.

If said lessor owns a less interest in the above described land than the entire and undivided fee simple estate

therein, then the royalties and rentals herein provided shall be paid the lessor only in the proportion which his
interest bears to the whole and undivided fee. ’

Lessee shall have the right to use, free of cost, gas, oil and water produced on said land for its operation thereon,
excee‘t, water from wells of lessor. |

hen requested by lessor, lessee shall bury its pipe lines below plow depth.

No well shall be drilled nearer than 200 feet to the house or barn now on said premises, without the written
consent of the lessor.

Lessee shall gay for damages caused by its operations to irowing crops on said land.

Lessee shall have the right at any time to remove all machinery and fixtures placed on said premises, including
the right to draw and remove casing. .

If the estate of either party hereto is assigned, and the privilege of assigning in whole or in part is expressly
allowed—the covenants hereof shall extend to their heirs, executors, administrators, successors, or assigns, but no
change in the ownership of the land or assignment of rentals or royalties shall be binding on the lessee until after |!
the lessee has been furnished with a written transfer or assignment or a true copy thereof; and it is hereby agreed |:
that in the event this lease shall be assigned as to a part or as to parts of the above described lands and the assignee
or assigns of such part or parts shall fail to make default in the payment of the proportionate part of the rents due
from him or them, such default shall not operate to defeat or affect this lease in so far as it covers a part or parts of
said lands upon which the said lessee or any assignee thei-eof shall make due payment of said rental.

Lessor hereby warrants and agrees to defend the title to the lands herein described, and agrees that the lessee
shall have the right at any time to redeem for lessor, by payment, any mortgages, taxes or other liens on the above
deseribed lands; i the event of default of payment by lessor, and be subrogated to the rights of the holders thereof. i
War Clause for Qil and Gas Lease: i

This leaze shall not be terminated, in whole or in part, nor shall lessee be held liable in damages, for failure to
comply with the express or implied covenants hereof, if compliance therewith is prevented by, or if such failure is
the resulf, of, anx‘hFederal or State laws, executive orders, rules, or regulations. If, at the end of the primary term ;
hereof such term has not been extended by production or drilling as in this lease provided, and lessee, by reason of [
any of the a Ve recited causes, is unable to drill a well on the leased premises for oil or gas, the primary term and ]
thg rertal prbvision hereof shall be extended automatically from year to year until the first anniversary hereof occur-
ring ninety (90) or more days following the removal of such delaying cause. During any period that lessee is unable
to produce and/or market any products from the leased premises by reason of any of the above recited causes, this
lease 5hall remain in full force and effect.

mneralh“mbinsaidhmsdescﬂhdhemm’ ....................................................................................

In Testimony Whereof We Sign, this the............. 13thyday of......... JUAY ..o , 19.70..
Witness:

(SEAL)
~Taaat.. Mol lM@Na .. (SEAL)

The herein Legse is executed to cover my respective

1)
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ACKNOWLEDGMENT TO THE LEASE

.City and. . . comty of.. DEAVETre
I, Adrienne DePrimo 2 = , a Notary Public in and for
said.....".] m’t ?nd ....County, in the State aforesaid, do hereby certify that .............. &ac ....... % ............................................ TN

- e ,.n.'..’:.r.: .................... . . who.... e l Seeovecves . personally known to me to be the person..........

$8.

STATE OF Colorgdo, }

w&?ﬁc.hamc Rl:bscrlbad to the foregoing Lease, appeared before me this day in person, and acknowledged that
znedw A wer‘cd thc said instrument of writing as. his free and voluntary act and deed for the uses and purposes
Tétn

orts :
ud- .............

G;ven nder m,
\xgﬁ'& ..... L Au g

" "co.c.' .0
"" oF cot

day of... JUIV 19 70

. .éczﬂzza) /{g /éz ...............

Notary Pubhc

ASSIGNMENT

McVicker, a principal
KNOW ALL MEN BY THESE PRESENTS, That I, T.M.S. Company,by Roy H, , the within

named lessee, in consideration of the sum of one doliar (sl 00) and other good and valuable considerations to me in hand pmd ' the receipt y
whereof is hereby confessed and acknowledged, do hereby sell, assign, transfer, set over, and convey unto. Tom .‘/ essells Oll and G O.

................................................................... his heirs and assigns, the within lease, grant
and conveyance, to have and to hold the same for th d under the couditions therein ?tamct)
13th day of... Jul ....................

IN WITNESS WHEREOF I have heren my hand%seal this.
ACKN LEDGMENT TO ASSIGNM 3 §

Frances TeOdoan ., a Notary Puhlic in and for
County, in the State aforesaid, do hereby certify that...... RQ}’H MCVICke-I' B PrlnClpﬂl of

STATE OF..
2

e e who 1S reieerirenene . wpersonally known to me to be the person..... ...
whose name, lS to the foregoing Lease, appeared before me this day in person, and acknowledged that... he
signed, 5eal \q thi said instrument of writing as
thierein set forthw . &
Given xfn&t.'r’.n.ﬁ\}'& {i .o . .seal, this....=Qbll
My cgymussm“\@b res.. e Junel4 ..........................
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