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UNITED STATES BANKRUPTCY COURT 
FOR THE DISTRICT OF DELAWARE 

 
In re: 
 
EXTRACTION OIL & GAS, INC., et al.,1 
 
 Debtors. 
 
 
 
ANNETTE LEAZER; GORDON D. 
NISWENDER; 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; 
J MOODY; VAL MOODY; AND 
ALASKAN OIL AND RESOURCES, LLC, 
 

Plaintiffs 
 

v. 
 
EXTRACTION OIL & GAS, INC.; 7N, LLC; 
8 NORTH, LLC; AXIS EXPLORATION, 
LLC; EXTRACTION FINANCE CORP.; 

 
Chapter 11 
 
Case No. 20-11548 (CSS) 
 
(Jointly Administered) 

 
 
 
 
 
 
 

Adversary No. 20-50963 (CSS) 

 
1 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. 
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MOUNTAINTOP MINERALS, LLC; 
NORTHWEST CORRIDOR HOLDINGS, 
LLC; TABLE MOUNTAIN RESOURCES, 
LLC; XOG SERVICES, LLC; AND XTR 
MIDSTREAM, LLC, 
 

Defendants 
 

 
AMENDED2 COMPLAINT 

 
 

 Annette Leazer; Gordon D. Niswender; 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; J Moody; Val Moody; 

and Alaskan Oil and Resources, LLC (collectively, the “Plaintiffs”), file this Complaint against 

Extraction Oil & Gas, Inc.; 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 (collectively, the “Defendants”). 

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 

 
2 The Complaint has been amended to add the list of Plaintiffs and Defendants to the caption and 
modifying the initial paragraph, per the Court’s request. No other changes were made. 
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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. 

III. PARTIES 

 5. Annette Leazer is 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. 

9. 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 

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. 
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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. 

IV. FACTUAL ALLEGATIONS 

 19. The Plaintiffs, being lessors and/or overriding royalty interest owners, own royalty 

interests (“Royalty Interests” or “RIs”) subject to oil and gas leases (“Royalty Agreements”) in 

Colorado with Extraction, as lessee and/or well operator under the relevant Royalty Agreements. 
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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.” Id. 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.3   

 
3 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, ⁋⁋ 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, ⁋ 3. Example 3: certain 
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, ⁋ 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, ⁋ 1.  
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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 

(“EIA”) for Colorado Crude Oil First Purchase Price and prices paid by other oil and gas operators 

in the DJ Basin. 

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 
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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’ RIs. 

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 

and related services. 
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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 

Plaintiffs. 
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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 

(II) Granting Related Relief [Doc. No. 12] (the “Royalty Payments Motion”), the Debtors admit 
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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 ¶¶ 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 

Agreements. 
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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. 

61. If a debtor 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 
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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 

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 
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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 ¶¶ 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. 

 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 
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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 

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. 
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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. 
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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. 
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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. Id. As with a constructive 
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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. As a consequence 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. 
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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. 
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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. 

Dated: October 29, 2020   Respectfully submitted,  
   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 
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LEI-2000-3 OIL AND GAS LEASE

THISAGREEMENT,Madeandenteredintothe1st-dayofAugust,2013,byandbetweenJ.GaleMoodyandValerieA.Moody,husbandandwife,whoseaddressis

P.O.Box210,Eaton,CO 80615,(hereinaftercalledlassor,whetheroneormore)andExtractionOil& Gas,LLCwhoseaddressis1888Sherman,Suite500,Denver,

C_QJK@i,(hereinaftercalleditssee).
WITNESSETH,ThattheLessor,forandinconsiderationofthesumofTenDollars($10.00)cashinhandpaid,thereceiptofwhichisherebyacknowledged,andthe

covenantsandagreementshereinaftercontained,hasgranted,demised,leasedandlet,andbythesepresentsdoesgrant,demise,leaseandletexclusivelyuntothesaidLessee,the
landhereinafterdescribed,withtheexclusiverightforthepurposeofdrilling,mining,exploringbygeophysicalandothermethods,andoperatingforandproducingtherefromoil

andallgas,toincludecoalbedmethanegas,ofwhatsoevernatureorkind,togetherwiththerighttoconstructandmaintainpipelines,telephoneandelectriclines,tanks,ponds,
roadways,plants,equipment,andstructuresthereontoproduce,saveandtakecareofsaidoilandgas(whichrightshallincludespecificallyaright-of-wayandeasementforingress
toandegressfromsaidlandsbyLessee,oritsassignees,agentsorpermittees,necessarytoorassociatedwiththeconstructionandmaintenanceofsuchpipelines,telephoneand
electriclines,tanks,ponds,roadways,plants,equipment,andstructuresonsaidlandstoproduce,saveandtakecareoftheoilandgas),andtheexclusiverighttoinjectair,gas,
water,brineandotherfluidsfromanysourceintothesubsurfacestrata,andanyandallotherrightsandprivilegesnecessary,incidentto,orconvenientfortheeconomicaloperation
ofsaidland,aloneorconjointlywithneighboringland,fortheproduction,savingandtakingcareofoilandgas(includingdewateringofcoalbedgaswells),andtheinjectionofair.

gas,water,brine,andotherfluidsintothesubsurfacestrata,saidlandsbeingsituatedintheCounty

of Weld ,Stateof Colorado ,describedasfollows,to-wit:

PARCEL1:
Township7North,Range67West,6"P.M.
Section35:A parcelofland,locatedintheSouthwestQuarter(SW%)ofSectionThirty-Five(35),TownshipSevenNorth(T.7N.)RangeSixty-SevenWest(R.67W.)

oftheSixthPrincipalMeridian(6thP.M.),CountyofWeld,StateofColoradoandbeingmoreparticularlydescribedasfollows:
COMMENCINGattheWestQuartercornerofsaidSection35andassumingtheWestlineoftheNorthwestQuarterofsaidSection35asbearingNorth
00'01'47"EastbeingaGridBearingoftheColoradoStatePlaneCoordinateSystem,NorthZone,NorthAmericanDatum1983/2007,adistanceof
2675.59feetwithallotherbearingscontainedhereinrelativethereto;
THENCENorth89024'31"EastalongtheNorthlineofsaidSW% adistanceof338.46feettothePOINTOFBEGINNING;
THENCENorth89'24'31"EastalongsaidNorthlineadistanceof1201.46feet;
THENCESouth09024'37"Eastadistanceof58.64feet;
THENCESouth2lo49'27"Eastadistanceof447.22feet;
THENCESouth32o48'52"Eastadistanceof971.34feet;
THENCESouth04046'17"Eastadistanceof468.68feet:
THENCESouth1816'13"Westadistanceof230.86feet;
THENCESouth29046'32"Westadistanceof171.11feet;
THENCESouth88047'38"Westadistanceof691.31feet;
THENCENorth52'l7'34"Westadistanceof134.56feet;
THENCENorth27046'58"Westadistanceof311.58feet;
THENCENorth30036'38"Westadistanceof360.32feet;
THENCENorth39034'04"Westadistanceof264.95feet;
THENCENorth24o47'49"Westadistanceof739.13feet:
THENCENorth12054'27"Westadistanceof378.60feet;
THENCENorth27'O6'21"Westadistanceof149.77feet;
THENCENorth18'44'46"Westadistanceof85.17feettothePOINTOFBEGINNING:
Saiddescribedparcelcontains59.095Acres,moreorless,andmaybesubjecttoanyrights-of-wayorothereasementsofrecordorasnowexistingonsaid
describedparcelofland.

AND

PARCEL2:
LotB,RecordedExemptionNo.0705-35-3-RE1022,accordingtothePlatrecordedJune18,1987atReceptionNo.2103987.

CountyofWeld,StateofColorado;
SaiddescribedparcelcontainsI14.789Acres,moreorless.

Inadditiontothelandsdescribedabove,Lessorherebygrants,leasesandletsexclusivelyuntoLessee,tothesameextentasifspecificallydescribed,landswhichareownedor
claimedbyLessorbyoneofthefollowingreasons:(1)alllandsandrightsacquiredorretainedbyavulsion,accretion,relictionorotherwiseastheresultofachangeinthe
boundariesorcenterlineofanyriverorstreamtraversingoradjoiningthelandsdescribedabove;(2)allriparianlandsandrightswhichareormaybeincident,appurtenant,relatedor
attributedtoLessorinanylake,streamorrivertraversingoradjoiningthelandsdescribedabovebyvirtueofLessor'sownershipofthelandsdescribedabove;(3)alllandsincluded
inanyroad,easementorright-of-waytraversingoradjoiningthelandsdescribedabovewhichareormaybeincident,appurtenant,relatedorattributedtoLessorbyvirtueof
Lessor'sownershipofthelandsdescribedabove;and(4)allstripsortractsoflandadjacentorcontiguoustothelandsdescribedaboveownedoracquiredbyLessorthroughadverse

possessionorothersimilarstatutesofthestateinwhichthelandsarelocated.
Forpurposesofpaymentofrentalsandroyalties,LessorandLesseeagreethattheleaseshallbetreatedascovering173.884acres,whethermoreorless.

AsmorefullyprovidedintheAddendumattachedheretoasExhibit"A,"thisisaNO SURFACEOCCUPANCYOR DISTURBANCELEASE.

1.Itisagreedthatthisleaseshallremaininforceforatermoffive(5)yearsfromthisdateandaslongthereafterasoilorgasofwhatsoevernatureorkindisproducedfrom
saidleasedpremisesoronacreagepooledtherewith,ordrillingoperationsarecontinuedashereinafterprovided.If,attheexpirationoftheprimarytermofthislease,oilorgasis
notbeingproducedontheleasedpremisesoronacreagepooledtherewithbutLesseeisthenengagedindrilling,re-workingordewateringoperationsthereon,thenthisleaseshall
continueinforcesolongasoperationsarebeingcontinuouslyprosecutedontheleasedpremisesoronacreagepooledtherewith;andoperationsshallbeconsideredtobe

continuouslyprosecutedifnotmorethanonehundredeighty(180)daysshallelapsebetweenthecompletionorabandonmentofonewellandthebeginningofoperationsforthe

drillingofasubsequentwell.Ifafterdiscoveryofoilorgasonsaidlandoronacreagepooledtherewith,theproductionthereofshouldceasefromanycauseaftertheprimaryterm,
thisleaseshallnotterminateifLesseecommencesadditionaldrillingorre-workingoperationswithinninety(90)daysfromdateofcessationofproductionorfromdateof

completionofdryhole.Ifoilorgasshallbediscoveredandproducedasaresultofsuchoperationsatoraftertheexpirationoftheprimarytermofthislease,thisleaseshallcontinue
inforcesolongasoilorgasisproducedfromtheleasedpremisesoronacreagepooledtherewith.

2.ThisisaPAID-UPLEASE.Inconsiderationoftheinitialcashpayment,LessoragreesthatLesseeshallnotbeobligated,exceptasotherwiseprovidedherein,tocommence
orcontinueanyoperationsduringtheprimaryterm.Lesseemayatanytimeortimesduringoraftertheprimarytermsurrenderthisleaseastoalloranyportionofsaidlandandas
toanystrataorstratumbydeliveringtoLessorbyfilingforrecordareleaseorreleases,andberelievedofallobligationthereafteraccruingastotheacreagesurrendered.

3.InconsiderationofthepremisesthesaidLesseecovenantsandagrees:
1"'.TodelivertothecreditofLessor,freeofcost,inthepipelinetowhichLesseemayconnectwellsonsaidland,theequaltwentypercent(20%)partofalloilproducedand
savedfromtheleasedpremises.
2'"'TheLesseeshallpayLessor,asroyalty,ongas,includingcasingheadgasorothergaseoussubstances,producedfromtheleasedpremisesandsoldorusedoffthepremises
orusedinthemanufactureofgasolineorotherproducts,themarketvalueatthewelloftwentypercent(20%)ofthegassoldorused,providedthatongassoldtheroyaltyshall
betwentypercent(20%)oftheamountrealizedfromsuchsale.Theamountrealizedfromthesaleofgasshallbethepriceestablishedbythegassalescontractenteredintoin

goodfaithbyLesseeandagaspurchaserforsuchtermandundersuchconditionsasarecustomaryintheindustryatthelocationwherethewellislocated."Price"shallmean
thenetamountreceivedbyLesseeaftergivingeffecttoapplicableregulatoryordersandafterapplicationofanyapplicablepriceadjustmentsspecifiedinsuchcontractor

reguinforyorders.LessorandLesseeagreethatcoststhatarecustomaryintheareawhichareincurredbylsseeingathering,compressing,dehydrating,andtransportinggas
toapipelineorprocessingplantmaybedeductedfromtheroyaltypaidtoLessor.
3'.TopayLessorforgasproducedfromanyoilwellandusedoffthepremisesorinthemanufactureofgasolineoranyotherproductaroyaltyoftwentypercent(20%)ofthe

proceeds,atthemouthofthewell,payableattheprevailingmarketrate.
4.If,attheexpirationoftheprimarytermoratanytimeortimesthereafterthereisanywellontheleasedpremiseseithercapableofproducingoilorgasorsubjectto

dewateringoperations,thenthisleaseshallnotterminatesolongassuchwellisshutinorsuchdewateringoperationscontinue.Foreachsuchwell,Lesseeshallpayortenderto
LessororLessor'ssuccessororassignsTenDollarsperyearpernetmineralacreretainedhereunder,suchpaymentortendertobemadeonorbeforetheanniversarydateofthis
leasenextensuingaftertheexpirationof90daysfromthedatesuchwellisshutinordewateringcommencesandthereafteronorbeforetheanniversarydateofthisleaseduringthe

periodsuchwellisshutinorisinadewateringphase.Lessee'sfailuretopayortender,orproperlypayortender,anysuchsumshallrenderLesseeliablefortheamountduebutit
shallnotoperatetoterminatethelease.

5.IfsaidLessorownsalesserinterestintheabovedescribedlandthantheentireandundividedfeesimpleestatetherein,thentheroyalties(includinganyamountdueas
describedinparagraph#4above)hereinprovidedforshallbepaidtheLessoronlyintheproportionwhichLessor'sinterestbearstothewholeandundividedfee.

6.Lesseeshallhavetherighttouse,freeofcost,gas,oilandwaterproducedonsaidlandforLessee'soperationthereon,exceptwaterfromthewellsofLessor.
7,Whenrequestedbylassor,LesseeshallburyLessee'spipelinebelowplowdepth.
8.Nowellshallbedrillednearerthan200feettothehouseorbarnnowonsaidpremiseswithoutwrittenconsentofLessor.
9.LesseeshallpayfordamagescausedbyLessee'soperationstogrowingcropsonsaidland.
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16.Lesseeshallhavetherightatanytimetoremoveallmachineryandfixturesplacedonsaidpremises,includingtherighttodrawandremovecasing.
11.TherightsoftheLessorandLesseehereundermaybeassignedinwholeorinpart.NochangeofownershipofLessor'sinterest(byassignmentorotherwise)shallbe

bindingonLesseeuntilLesseehasbeenfurnishedwithnotice,consistingofcertifiedcopiesofallrecordedinstrumentsordocumentsandotherinformationnecessarytoestablisha

completechainofrecordtitlefromLessor,andthenonlywithrespecttopaymentsthereaftermade.Nootherkindofnotice,whetheractualorconstnictive,shallbebindingon

Lessee.NopresentoffuturedivisionofLessor'sownershipastodifferentportionsorparcelsofsaidlandshalloperatetoenlargetheobligationsordiminishtherightsofLessee,
andallLessee'soperationsmaybeconductedwithoutregardtoanysuchdivision.Ifalloranypartofthisleaseisassigned,noleaseholdownershallbeliableforanyactor

omissionofanyotherleaseholdowner.
12.Lessee,atitsoption,isherebygiventherightandpoweratanytimeandfromtimetotimeasarecurringright,eitherbeforeorafterproduction,astoalloranypartofthe

landdescribedhereinandastoanyoneormoreoftheformationshereunder,topoolorunitizetheleaseholdestateandthemineralestatecoveredbythisleasewithanyotherland,
leaseorleasesintheimmediatevicinityfortheproductionofoilandgas,orseparatelyfortheproductionofeither,wheninLessee'sjudgmentitisnecessaryofadvisabletodoso,
andirrespectiveofwhetherauthoritysimilartothisexistswithrespecttosuchotherland,leaseorleases.Likewise,unitspreviouslyformedtoincludeformationsnotproducingoil

orgas,maybereformedtoexcludesuchnon-producingformations.TheformingorreformingofanyunitshallbeaccomplishedbyLesseeexecutingandfilingofrecorda

declarationofsuchunitizationorreformation,whichdeclarationshalldescribetheunit.Anyunitmayincludelanduponwhichawellhastheretoforebeencompletedoruponwhich

operationsfordrillinghavetheretoforebeencommenced.Production,drillingorreworkingoperationsorawellshutinforwantofamarketanywhereonaunitwhichincludesallor

apartofthisleaseshallbetreatedasifitwereproduction,drillingorreworkingoperationsorawellshutinforwantofamarketunderthislease.Inlieuoftheroyaltieselsewhere

hereinspecified,includingshut-inroyalties,LessorshallreceiveonproductionfromtheunitsopooledroyaltiesonlyonthepoRionofsuchproductionallocatedtothislease;such

allocationshallbethatproportionoftheunitproductionthatthetotalnumberofsurfaceacrescoveredbythisleaseandincludedintheunitbearstothetotalnumberofsurfaceacres

insuchunitandshallbesubjecttoparagraph#5above.Inadditiontotheforegoing,Lesseeshallhavetherighttounitize,poolorcombinealloranypartoftheabovedescribed

landsastooneormoreoftheformationsthereunderwithotherlandsinthesamegeneralareabyenteringintoacooperativeorunitplanofdevelopmentoroperationapprovedby
anygovernmentalagencyhavingauthoritytodosoand,fromtimetotime,withlikeapproval,tomodify,changeorterminateanysuchplanoragreementand,insuchevent,the

terms,conditionsandprovisionsofthisleaseshallbedeemedmodifiedtoconformtotheterms,conditions,andprovisionsofsuchapprovedcooperativeorunitplanofdevelopment
oroperationand,particularly,alldrillinganddevelopmentrequirementofthislease,expressorimplied,shallbesatisfiedbycomphancewiththedrillinganddevelopment
requirementsofsuchplanoragreement,andthisleaseshallnotterminateorexpireduringthelifeofsuchplanoragreement.Intheeventthatsaidabovedescribedlandsoranypart
thereof,shallhereafterbeoperatedunderanysuchcooperativeorunitplanofdevelopmentoroperationwherebytheproductiontherefromisallocatedtodifferentportionsofthe

landcoveredbysaidplan,thentheproductionallocatedtoanyparticulartractoflandshall,forthepurposeofcomputingtheroyaltypaymentstobemadehereundertoLessorshall

bebaseduponproductiononlyassoallocated.LessorshallformallyexpressLessor'sconsenttoanycooperativeorunitplanofdevelopmentoroperationadoptedbyLesseeand

approvedbyanygovernmentalagencybyexecutingthesameuponrequestofLessee.
13.AllexpressorimpliedcovenantsofthisleaseshallbesubjecttoallFederalandStateLaws,ExecutiveOrders,RulesorRegulations,andthisleaseshallnotbeterminated,

inwholeorinpart,norLesseeheldliableindamages,forfailuretocomplytherewith,ifcomplianceispreventedby,orifsuchfailureistheresultof,anysuchLaw,Order,Ruleor

Regulation,
14.LessoragreesthattheLesseeshallhavetherightatanytimetoredeemforLessor,bypayment,anymortgages,taxesorotherliensontheabovedesenbedlands.inthe

eventofdefaultofpaymentbyLessorandbesubrogatedtotherightsoftheholderthereof,andtheundersignedLessors,forthemselvesandtheirheirs,successorsandassigns,
herebysurrenderandreleaseallrightofdowerandhomesteadinthepremisesdescribedherein,insofarassaidrightofdowerandhomesteadmayinanywayaffectthepurposesfor

whichthisleaseismade,asrecitedherein.
15.Whendrilling,productionorotheroperationsaredelayed,interruptedorstopped(i)byfire,flood,war,rebellion,insurrection,riot,failureofallavailablecarriersto

transponorfurnishfacilitiesfortransportationofanyproductproducedhereunder,or(ii)asaresultofanorder,orfailuretoissuepermits,ortheapprovalofanygovernmental
agency(includingbutnotlimitedtoordersrestrictingfrackingorproduction),providedLesseehasacteddiligentlyinseekinganyrequiredpermitsorapprovals.or(iii)asaresultof

anycausebeyondthecontrolofLessee,thetimeofsuchdelay,interruptionorstoppage(butnottoexceedatotaloftwelve(12]monthsforallapplicabledelays,interruptionsor

stoppages),shallnotbecountedagainsttheLesseeunderanyprovisionofthisLease,andthisLeaseshallnotterminatebyreasonofanysuchdelay,interruptionorstoppage,andthe

periodofsuchdelay,interruptionorstoppageshallbeaddedtothetermofthisLease.
16.ShouldanyoneormoreofthepatieshereinabovenamedasLessorfailtoexecutethislease,itshallneverthelessbebindinguponallsuchpartieswhodoexecuteitas

Lessor.Theword"Lessor,"asusedinthislease,shallmeananyoneormoreorallofthepartieswhoexecutethisleaseasLessor.Alltheprovisionsofthisleaseshallbebindingon
theheim,successorsandassignsofLessorandLessee.

17.IntheeventLessorconsidersthatLesseehasnotcompliedwithallitsobligationshereunder,eitherexpressorimplied,LessorshallnotifyLesseeinwriting,settingout

specificallyinwhatrespectsLesseehasbreachedthislease.Lesseeshallthenhavethirty(30)daysafterreceiptofsaidnoticewithinwhichtomeetorcommencetomeetallorany

panofthebreachesallegedbyLessor.TheserviceofsaidnoticeshallbeprecedenttothebringingofanyactionbyLessoronsaidleaseforanycause,andnosuchactionshallbe

broughtuntilthelapseofthirty(30)daysafterserviceofsuchnoticeonLessee.NeithertheserviceofsaidnoticenorthedoingofanyactsbyLesseeaimedtomeetalloranyofthe

allegedbreachesshallbedeemedanadmissionorpresumptionthatLesseehasfailedtoperformallitsobligationshereunder.Thisleaseshallneverbeforfeitedorcancelledfor
failuretoperforminwholeorinpartanyofitsimpliedcovenants,conditions,orstipulationsuntilajudicialdeterminationismadethatsuchfailureexistsandLesseefailswithina
reasonabletimetosatisfyanysuchcovenants,conditions,orstipulations.

I8.Exsseewillbedeemedtohavefullydevelopedtheleasedpremisesifeachacreoftheleasedpremisesisincludedinaspacingunitorlandspooledtherewith.
19.IntentionallyDeleted.
20.IntentionallyDeleted.
21.ThisOilandGasLeaseissubjecttothetermsofthatcertainSurfaceUseandDamageAgreementdatedAugust1,2013.betweentheLessorandLessee.
22.ADDITIONALTERMS AND PROVISTONSOF THISLEASEARE SETFORTH ON THE ADDENDUM ATEACHED HERETOAS EXHIBIT"A"AND

INCORPORATEDHEREINBY REFERENCE.

INWITNESSWHEREOF,thisinstrumentisexecutedasofthedatefirstabovewritten.

Besso By
J.Ga Moody / ValerieA"Moody /

EXT N OIL& GAS,LLC,aDe warelimitedliabilitycompany

MattOwans redent

ACKNOWLEDGMENT
STATEOF COLORADO )

}SS
COUNTY OF LARIMER )

BEFOREME,theundersigned,aNoraryPublic,inandforsaidCountyandState,onthisIstdayofAugust,2013,personallyappeared1 GaleMoodyand

ValerieA.Moody tomeknowntobetheidenticalperson(s)describedinandwhoexecutedthewithinandforegoinginstmmentofwritingandacknowledgedtomethat

they_dulyexecutedthesameas theirfreeandvoluntaryactanddeedfortheusesandpurposesthereinsetforth. IllIFI

INWITNESSWHEREOF,Ihavehereuntosetmyhandandaffixedmynotarialsealthedayandyearlastabovewritten. *

My CommissionExpires: // / O / O o

NotaryPublic
Address:125South Howes, 6th F r pt)gh O

3955471 Pages: 2 of 5 Fort Collins, CO 80521

08/12/201304:15 PM R Fee:$31.00 & OfSteveMoreno,ClerkandRecorder,WeldCounty,CO

Hill5,9M h,UMM' km& WMM,%0 #, ll |||
**

(7/31/13) -2 -

Case 20-50963-CSS    Doc 4-1    Filed 10/29/20    Page 3 of 6



3955471 Pages: 3 of 5
08/12/201394:15 PM R Fee:$31.00
SteveMoreno,ClerkandRecorder,WeldCounty,CO

HIIP.4',Wrk'If,5'It4,'I.MM.MMIMM',4'@ II Ill
STATEOF COLORADO }

}SS
COUNTY OF )

BEFOREME,theundersigned,aNolaryPublic,inandforsaidCountyandState,onthis ayofAugust,2013,personallyappearedMattOwens,as

PresidentofEXTRACTIONOIL& GAS,LLC.aDelawaslimitedliabilitycomoany,tomeknowntobetheidenticalpersondescribedinandwhoexecutedthewithin

andforegoinginstrumentofwritingandacknowledgedtomethathe dulyexecutedthesameastheactofsuchentityfortheusesandpurposesthereinsetforthandin

thecapacitythereinstated.

INWITNESSWHEREOF,Thavehereuntosetmyhandandaffixedmynotarialsealthedayandyearlastabovewritten.

NotaryPublic
REBECCA E VAN BlMRICOM 0
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EXHIBIT "A"

ThisAddendum attachedtoand made a partofthatcertainOiland Gas LeasedatedAugust1,2013,by and betweenJ.Gale

Moody and ValerieA. Moody, as Lessor,and ExtractionOil& Gas,LLC., as Lessee,coveringand affectingapproximately

173.884acresofland,more orless(the"LeasedPremises"),locatedinWeld County,Colorado

NotwithstandinganythingtothecontrarycontainedintheprintedportionofthisLease,itisagreedandunderstoodthattheterms,provisions,

and conditionsofthisAddendum aremade a partoftheLeaseand herebyamend and supersedethetermsoftheLeasetotheextent

inconsistentherewith:

1. Any provisionofthisLeasetothecontrarynotwithstanding,theroyaltypaymenttobe made by LesseetoLessorshallbe twenty

percent(20%)oftheproducedoil,gas,casingheadgasandotherhydrocarbonsassociatedtherewith.

2. BonuspaymentsmustbereceivedbyLessorbeforetherecordingofthisLeaseortherecordingofaMemorandum
ofthisLease.

3. LesseeandallofLessee'ssuccessorsorassignsagreetometeratthewellheadalloiland/orgasproducedfromtheLeasedPremises.

4. ThisLeaseisspecificallylimitedtooil,gas,casingheadgas,and otherhydrocarbonsassociatedtherewith.Allothersubstances,

includingsand,coal,gravel,uraniumandwater,arespecificallyexcludedfromthisLease.

5. The shut-inclausecontainedinthisLeaseshallnotoperatetomaintainthisLeaseforperiodsinexcessoftwenty-four(24)consecutive

monthsaftertheexpirationoftheprimaryterm.ThisLeaseshallnotbeheldthroughthepaymentofshut-inroyaltiesforacumulative

periodofmorethantwo(2)yearsbeyondtheprimaryterm.Upon reachingthecumulativeperiod,Lesseeshallpromptlyexecuteand

delivertoLessora releaseofthisLeaseastoalllandsdescribedintheLeasewhichhadpreviouslybeenheldby paymentofshut-in

royalties.Shut-inroyaltiespayablepursuanttoparagraph4 ofthisLeaseshallbeTen Dollars($10.00)peryearpernetmineral
acre.

ThisLeasemay beextendedby productiononlyifproductionisinpayingquantities.Lessee'sfailuretopayortenderanysuchsum

shallrenderLesseeliablefortheamountdue,butitshallnotoperatetoterminatethisLeaseunlessLessorshallhavegivenLessee

writtennoticeofsuchfailuretoproperlyortimelymake suchshut-inwellpayment.

6. Any changeoforassignmentofLesseeshallbe made known toLessorwithinsixty(60)daysofsuchchangeorassignment.Any

changeofcontactinformation(addressorother)forLesseeshallbe made toLessorwithinsixty(60)daysofsuchchange.Any such

changesshallbereportedtoLessorastodate,name,andaddressofsuchchangewithinthesixty(60)daysasabove.

7. NotwithstandinganythingtothecontrarycontainedinthisLeaseorinthisAddendum,thisLeaseismade andacceptedwithoutany

covenantortitlewarrantyofany kindwhatsoeverby Lessor.Lesseeagreesnottomake anyclaimagainstLessorpertainingto

warrantyoftitle.

8. Lesseeagreestokeepandtohaveinitspossessioncompleteandaccuratebooksandrecordsshowingtheproduction
anddispositionof

anyandallsubstancesproducedon theLeasedPremisesandtopermitLessor,atallreasonablehours,toexaminethesame,orto

furnishcopiesofsametoLessoruponrequestalongwithpurchaser'ssupportdocumentation.Lessorwillnotbe unreasonablewith

requests.AllsaidbooksandrecordsshallberetainedbyLesseeandmade availableinColoradotoLessorforaperiodofnotlessthan

live(5)years.

9. AtthetimeofthelapseorterminationofthisLeasebyanyofitstermsorprovisions,Lesseeagreestopromptlyexecuteanddeliverto

LessorandfileforrecordwiththeWeld CountyClerkandRecordera writtenreleaseandsurrenderofthisLeasesaveandexceptthat

portionmaintainedbyvirtueofanyprovisionsofthisLease.

10. Poolingandunitizationshallbe limitedtospacingordersapprovedby theColoradoOiland Gas ConservationCommissionand

unitsformaintenanceofpressure.Lesseeshallhaveno righttocommit thelandsdescribedinthisLeasetoa stateorfederal

exploratoryunit.

I1. Post-productioncostsshallnotbe deductedfromLessor'sroyalty.The royaltypaidon oiland gassubstancesassetforthin

paragraphIofthisLeaseshallbetwentypercent(20%).

12. Lesseeshalldefend,indemnify,andholdLessorharmlessfromanylosses,actions,claims,liability,damage,andexpenseasthe

resultofLessee'sdrillingoroperations.

13. ThisLeasedoesnotleasetherightsforundergroundgasstorageorsequestrationofanysubstances.

14. NotwithstandinganythingtothecontrarycontainedinthisLease,including,butnotlimitedto,theprovisionsofparagraphs7,8,

9,and 10ofthisLease,thisLeaseisa "nosurfaceoccupancyordisturbance"OilandGas Lease.Itisagreedandunderstoodthat

Lessee,itssuccessorsorassigns,shallnotconductanyexploration,drilling,orcompletionoperationsorlocateany production

facilitieson thesurfaceoftheleasedlands,includingpipelinesand flowlines.Lesseeisgrantedtherighttodrilland operate

horizontalwellsunderthesurfaceofsaidlands,irrespectiveofthebottomholelocationofsaidwells.To thisend,Lessorherein

grantstoLesseea subsurfaceeasementforallpurposesassociatedwithsuchhorizontalwellorwellsregardlessofwhetherornot

Lessorbenefitsdirectlyorindirectlyfromsaidwellorwells.Saideasementshallremaininfullforceandeffectfortheprimary

termhereofand solongastheleasetermisextendedasprovidedinthisLease.Lesseeacknowledgesthatanysurfacemineral

developmentofthelandsleasedherebywillinterferewithLessor'scontemplateduseanddevelopmentofsuchlands,resulting
in

substantialmonetarydamagestoLessor.
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15. As aforesaid,thisOiland Gas Leaseisexpresslysubjecttothetermsand conditionsofthatcertainSurfaceUse and Damage

AgreementdatedAugust 1,2013,betweenLessorand Lessee(the"SurfaceUse Agreement").The SurfaceUse Agreement
establishesa "SurfaceUse Area"fromwhichLessee'soilandgasoperationsshallbeconductedandon whichcertainfacilitiesand

installationsshallbelocated.

Lessor:

J.GA E O

VALERIE A.MOODY

Lessee:

EXTRACTI IL C,aDelawarelimitedliabilitycompany

MattOe s,President

3955471 Pases: 5 of 5

08/12/201304:15 PM R Fee:$31.00
SteveMoreno,ClerkandRecorder,

WeldCounty,CO

(7/31/13) -5 -

Case 20-50963-CSS    Doc 4-1    Filed 10/29/20    Page 6 of 6



 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

EXHIBIT 2 

Case 20-50963-CSS    Doc 4-2    Filed 10/29/20    Page 1 of 3



Case 20-50963-CSS    Doc 4-2    Filed 10/29/20    Page 2 of 3



Case 20-50963-CSS    Doc 4-2    Filed 10/29/20    Page 3 of 3



EXHIBIT 3 
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