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IN THE UNITED STATES BANKRUPTCY COURT
FOR THE DISTRICT OF DELAWARE

In re: Chapter 11
EXTRACTION OIL & GAS, INC,, et al., Case No. 20-11548 (CSS)

Debtor.

EXTRACTION OIL & GAS, INC.,
Plaintiff,
V. Adv. Proc. No. 20-50840 (CSS)
ROCKY MOUNTAIN MIDSTREAM LLC,

Related to Docket No. 33
Defendant.

ROCKY MOUNTAIN MIDSTREAM LLC’S NOTICE OF FILING OF PROPOSED
REDACTED RESPONSE TO PLAINTIFE’S MOTION FOR SUMMARY JUDGMENT

PLEASE TAKE NOTICE that on November 23, 2020, Rocky Mountain Midstream,
LLC (“RMM”) filed under seal Rocky Mountain Midstream LLC’s Response to Plaintiff’s
Motion for Summary Judgment [D.1. 33] (the “Response™).

PLEASE TAKE FURTHER NOTICE that contemporaneous with the filing of this
notice (the “Notice”), RMM filed a Motion of Defendant Rocky Mountain Midstream, LLC to
Seal Its Response to Plaintiff’s Motion for Summary Judgment (the “Seal Motion”) to file under
seal unredacted versions of the Response, and to publicly file a redacted version of the Response.
A redacted version of the Response is attached hereto in Exhibit 1.

PLEASE TAKE FURTHER NOTICE that in accordance with Local Rule! 9018-1(d),

RMM and Plaintiff have conferred, and agreed to scope of the redactions.

Capitalized terms used but not otherwise defined herein shall have the meanings ascribed to them in the Seal

Motion.
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IN THE UNITED STATES BANKRUPTCY COURT
FOR THE DISTRICT OF DELAWARE

In re: Chapter 11
EXTRACTION OIL & GAS, INC,, et al., Case No. 20-11548 (CSS)

Debtor.'

EXTRACTION OIL & GAS, INC.,
Plaintiff,
V. Adv. Proc. No. 20-50840 (CSS)
ROCKY MOUNTAIN MIDSTREAM LLC,

Defendant.

ROCKY MOUNTAIN MIDSTREAM LLC’S
RESPONSE TO PLAINTIFF’S MOTION FOR SUMMARY JUDGMENT

! The Debtors in these chapter 11 cases, 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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1. Rocky Mountain Midstream LLC (“RMM?”) respectfully files this Response to the

Motion for Summary Judgment (“Motion”) filed by Debtor Extraction Oil & Gas, Inc.

(“Extraction”). Adv. D.I. 3-4.2 The Motion should be denied for the reasons that follow.

PRELIMINARY STATEMENT

2. RMM acknowledges that the Court has already ruled on three other summary-
judgment motions in which Extraction raised the same arguments it makes here. While those
motions attacked different contracts with other midstream providers, RMM understands that the
Court may follow the same reasoning and hold that its contracts failed to create covenants running
with the land. To preserve its rights and make its record for appeal, however, RMM has an
obligation to explain why following the Court’s prior rulings would be mistaken here.’

3. In this case, Extraction seeks to reject two Gathering Agreements (defined below)
in which RMM agreed to provide critically necessary gas gathering and processing services to
Extraction’s wells in several defined areas of Colorado. Extraction agreed to pay service fees and
“dedicated” its underlying real property interests to the performance of the agreements. Extraction
also promised, in unambiguous terms, that its commitments would “run with the land” and bind
successors. This adversary proceeding exists because Extraction initially recognized that such real
property covenants cannot be rejected under 11 U.S.C. § 365(a). So, it asked the Court to declare
that its intended covenants running with the land were not really covenants running with the land.

4. While Extraction has now argued in the main case that it can reject even real

property covenants, this proceeding is confined to the question of whether the Gathering

2 Any citation to the “Motion” is to the Brief in Support of Plaintiff’s Motion for Summary Judgment. Adv. D.I. 4.

3 In hopes of limiting unnecessary redundancies, RMM hereby adopts and incorporates by reference the other
defendants’ summary-judgment briefs in those proceedings. Adv. Pro. No. 20-50816, Adv. D.1. 20; Adv. Pro. No. 20-
50833, Adv. D.I. 21; Adv. Pro. No. 20-50839, Adv. D.I. 11, 26, 29; see also FED. R. C1v. P. 10; FED. R. BANKR. P.
7010.



Case 20-50840-CSS Doc 43-1 Filed 12/10/20 Page 9 of 159

Agreements contain covenants running with the land. They do under Colorado law because: (1) the
parties intended for the Gathering Agreements to run with the land; and (2) they touch and concern
the land. There is no need to satisfy privity of estate under Colorado law, but the Gathering
Agreements do so anyway—whatever the standard might be.

5. The Court may well reject each of these arguments, as it did in the other cases. But
RMM respectfully submits that Colorado law requires a different result for several reasons,
including because of the direct impact that gas gathering agreements have on real property rights.
Indeed, other bankruptcy courts have held that similar agreements created covenants running with
the land because of their deep connection to the development of unproduced gas reserves. In re
Alta Mesa Res., Inc., 613 B.R. 90, 99-100 (Bankr. S.D. Tex. 2019); In re Badlands Energy, Inc.,
608 B.R. 854, 875 (Bankr. D. Colo. 2019). The Court should follow those authorities and hold that
the Gathering Agreements contain covenants that run with the land.

BACKGROUND

A. RMM provides natural gas gathering and processing services to Extraction
under several gathering agreements.

6. Extraction is an oil and gas company focused on the acquisition, development, and
production of oil, natural gas, and natural gas liquid reserves in the Denver-Julesburg (“DJ”) Basin
of Colorado. D.I. 18 9 10. Extraction operates primarily in the “upstream” oil and gas sector,

meaning its activities focus on extracting minerals from beneath the surface pursuant to oil and
gas leases with property owners. Id. 9 10, 20-23; Owens Dep. 245; Larsen Decl., Ex. A10.*

7. This proceeding focuses on natural gas. Unlike oil, natural gas cannot be stored or

trucked away from a wellsite after it is produced. Larsen Decl.  5-6. It must be immediately

4 Facts supporting this response are contained in the declaration of Larry Larsen (“Larsen Decl.”) (Exhibit A), the
transcript and exhibits of Matt Owens’ 30(b)(6) deposition (“Owens Dep.”), the declaration of Ryan Pitts (Exhibit
B), and other documents filed of record.
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“gathered,” or transported, from the wells by way of pipelines linked to central facilities, where
the gas is processed to separate valuable mineral components. /d. After processing, the gas can be
transported to market centers or end users. /d. Rather than investing their own capital into these
gathering systems, producers like Extraction often contract with “midstream” companies like
RMM to build and operate this infrastructure. /d. Natural gas production is worthless without
access to a gas gathering system. /d.; see also Owens Dep. 28, 97, 142-43; D.I. 18 4 30. Indeed,
Extraction has admitted that it “always” makes “decisions on where to drill, based off of the
available midstream infrastructure” and has no interest in “drilling wells that would not be able to
produce.” Owens Dep. 28, 163; see also Larsen Decl. ] 5-6.

8. RMM provides gathering and processing services for Extraction’s wells in several
areas of Colorado under agreements that required RMM to construct, own, and operate an
extensive and expensive network of pipelines, compressor stations, processing plants, and related
equipment. Two of those agreements are at issue here, which Extraction has defined as the 2018

“Broomfield Agreement” and the 2019 “East Greeley Agreement” (together, the “Gathering

Agreements”). Larsen Decl., Exs. A2 & A4. For convenience, RMM will use the same terms.

0. The parties’ relationship traces back to 2017. During that period, Extraction was
acquiring consolidated leasehold interests in the DJ Basin in hopes of drilling hundreds if not
thousands of new horizontal wells. Owens Dep. 71-72, 75, 95; Dep. Ex. 10. But, it had a problem
with the existing midstream providers in this area: Western Midstream Partners (“Western”) and
DCP Midstream Partners (“DCP”). Owens Dep. 19-20, 102-05, 160, 162, 235; Dep. Ex. 11, 13-
15. Their existing gathering and processing systems were at or near capacity, meaning they could
not effectively move the high volumes of gas that Extraction hoped to produce. See id. And because

Western was an affiliate of Anadarko Petroleum Corp., Anadarko received higher priority service
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on Western’s system. Larsen Decl. § 8. So Extraction looked for other midstream providers to free
up the bottleneck and unlock its production. Owens Dep. 175, 188.

10.  Around the same time, RMM’s predecessor—Discovery DJ Services LLC
(“Discovery”)—wanted to expand its midstream business in the DJ Basin. Larsen Decl. § 9; see
Dep. Ex. 11 at 17. In November 2017, Discovery agreed to provide gathering services for a few of
Extraction’s wells, under an agreement not at issue here. /d.

11. The success of that agreement paved the way for the Broomfield Agreement, which
covers a larger dedication area in Broomfield and surrounding counties. Broomfield Agr., Ex. B.?
Historically, Extraction had relied on Western for midstream services in this area. Owens Dep. 19-
20. But Extraction had concerns about Western’s future gathering and processing capacity, and
Discovery was willing to build new infrastructure to support Extraction’s development plans,

further diversifying Extraction’s midstream providers. Owens Dep. 235; Larsen Decl. 9 8-10. So

the parties entered the Broomfield Agreement, _
e ey —

2018, Discovery was acquired by a joint venture between KKR Ascent Aggregator L.P. and
Williams Rocky Mountain Midstream LLC, which changed Discovery’s name to RMM. Larsen
Decl. 4 11 & Ex. A3. The rest of this brief will reference RMM as the gathering company under

the Gathering Agreements.

5> RMM will cite the East Greeley Agreement (Larsen Decl., Ex. A4) as “E. Greeley Agr. 9§ [#]” and will cite the
Broomfield Agreement (Larsen Decl., Ex. A2) as “Broomfield Agr. 9 [#].”

_4-
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12.  In February 2019, Extraction and RMM entered into the East Greeley Agreement,
which covers a dedication area near the town of Greeley. DCP historically serviced this area, but
as discussed above, DCP’s infrastructure was at full capacity and limiting Extraction’s
production—it did not allow for production increase that Extraction desired. Owens Dep. 102-05,
160, 162. East Greeley was Extraction’s best asset, and if it could not drill quickly, Extraction was
likely to lose the right to drill in this lucrative area due to permitting and regulatory constraints.
Dep. Ex. 17 at 2; Owens Dep. 208; Larsen Decl.  12. So, Extraction turned to RMM to build new

infrastructure to unlock this production, accelerate development, and increase the net present value

of its assets. Owens Dep. 101, 222; Dep. Exs. 17, 43. _

13.  In total, RMM has invested hundreds of millions of dollars under the Gathering
Agreements to own, operate, and maintain these gathering systems—enabling Extraction to
develop its oil and gas leaseholds. Larsen Decl. 4 13 & Ex. AS.

B. Extraction dedicated its property interests to the performance of these
agreements and agreed they would run with the land.

14. Both Gathering Agreements contain materially identical provisions as they relate
to the issues before the Court. In Section 2.5, RMM agrees to gather and process, subject to
limitations, all the gas that Extraction produces in the dedicated areas and delivers to certain

defined “Delivery Points.” Broomfield Agr. 9 2.5; E. Greeley Agr. §2.5.° Section 3.1 provides that

e |

¢ In addition, RMM also has the right under both Gathering Agreements to buy residue gas and natural gas liquids
from Extraction. Larsen Decl. § 16. RMM has exercised this right every month since these Agreements’ inception. /d.

-5-
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I

9 3.1. In exchange, Extraction agrees to pay certain service fees. Id. § 4.2.
15.  Extraction also dedicated its real property interests in the relevant geographic
areas—including its leasehold interests—to the performance of the Gathering Agreements. With

some exceptions, Section 2.1 states that Extraction:

1d. 4 2.1 (collectively, the “Dedications’). Under both Agreements, the “Dedicated Interests” are

specifically defined to include Extraction’s _
T

(bracketed language added); E. Greeley Agr., Ex. A q I(bb) (bracketed language in original).

16. In other words, Extraction promised to use RMM’s gathering services—and pay
the associated fees—for all of the natural gas produced from its wells in the relevant areas of
interest. Larsen Decl. § 14. Dedications like these are very common in gas gathering agreements
because they provide assurance that the producer will pay to use the gathering company’s system,
rather than using some other provider’s services. Id.’

17.  Extraction also promised, through the Gathering Agreements, that its Dedications

and other commitments would “run with the land” and bind its successors. Broomfield Agr. 9 2.4;

7 Judith M. Matlock, Natural Gas Gathering, Transportation, and Storage Agreements, ROCKY MT. MIN. L. FDN. 6-1
2005 (“For gathering arrangements which require the construction of significant facilities, it is not uncommon for the
gatherer to require a dedication of the producer’s right, title and interest in production from specific wells, leases, or
geographic area for a specified term.”); Jordan D. Volino, Midstream Acreage Dedications: Covenants Running with
the Land or a Conveyancing Confusion?, 2 OIL & GAS, NAT. RES. & ENERGY J. 397, 399 (2016) (“An acreage
dedication is intended to assure a midstream company . . . that a sufficient utilization of the midstream gathering and
processing system will be used, and that the maximum amount of natural gas will be transported by a trunk pipeline.”).

-6-
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E. Greeley Agr. § 2.4. These provisions ensure that a gathering company will be compensated for
its investments in infrastructure even if the producer sells its mineral interests—as is so common
in the oil and gas business—which makes sense because the successor benefits from the gathering
system just like the original producer did. See, e.g., Volino, supra n.7, at 401, 410.

18.  Extraction agreed to create covenants running with the land in unambiguous terms:

Broomfield Agr. q 2.4 (bracketed language in original); E. Greeley Agr. §2.4 (includes some

additional language). Other provisions of the Gathering Agreements further confirm that-
I :oorild Az 623 & Ex. A

9 XII; E. Greeley Agr. 2.3 & Ex. A § XIII.

C. Extraction seeks to reject two agreements with RMM, as it has others.

19. The Debtors have sought to use the bankruptcy process to systematically eliminate
these and other midstream agreements, despite promising they would run with the land. Extraction
initially filed motions to reject in the main case. D.I. 14, 412. RMM and others objected that their
agreements could not be rejected because they contained covenants that run with the land and that

any ruling to the contrary would require an adversary proceeding. D.I. 157, 363, 521, 612, 655.
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20.  Extraction initiated five adversary proceedings seeking to invalidate these real
property covenants. The defendants were: REP Processing, LLC (Adv. Pro. 20-50813), Grand
Mesa Pipeline, LLC (Adv. Pro. 20-50816), Platte River Midstream, LLC and DJ South Gathering,
LLC (Adv. Pro. 20-50833), Elevation Midstream, LLC (Adv. Pro. 20-50839), and RMM. In each
case, Extraction moved for summary judgment when it filed the complaint. But, the cases
proceeded on different schedules due to discovery differences and commercial negotiations.

21. Three of the five cases (against Elevation, Platte River, and Grand Mesa) proceeded
to argument first. On October 14, 2020, this Court resolved them through substantially similar
Findings of Fact and Conclusions of Law. Adv. Pro. 20-50816, D.I. 45; Adv. Pro. 20-50833, D.I.

54; Adv. Pro. 20-50839, D.I. 51 (collectively, the “Adversary Opinions™).® Although the contracts

at issue in the Adversary Opinions varied,” the Court’s conclusion was essentially the same: it
found that none of the agreements contained covenants running with the land. Elevation Op. 2-3.
The “central issue,” according to the Court, was whether the dedications in these contracts touched
and concerned the land under Colorado law. /d. at 3. With minor exceptions, the Court concluded
that they did not because they “concern only personal property and do not affect the physical use
of real property or closely relate to real property.” Id. For similar reasons, the Court also held the
agreements had not satisfied horizontal privity. /d. at 43.

22. On November 2, 2020, the Court allowed Extraction to reject those agreements

after finding that to be a proper exercise of its business judgment. D.I. 942. Despite its conclusion

8 For convenience, RMM will primarily cite to the opinion in the Elevation proceeding (as “Elevation Op. [pg#]”).
Any citation to the Elevation Opinion is intended to encompass the corresponding rulings in the other opinions.

% One notable difference was the type of minerals at issue. The Grand Mesa and Platte River proceedings involved
agreements for the transportation of crude oil. Adv. Pro. 20-50816, D.I. 45 at 6-7; Adv. Pro. 20-50833, D.I. 54 at 3.
The Elevation proceeding involved three integrated agreements for the transportation of crude oil, produced water,
and natural gas. Elevation Op. 3-4. These differences are relevant to the analysis below.
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that none of those agreements contained real property covenants, the Court held that covenants
running with the land can be rejected under Section 365(a). See id. at 12-19.

STANDARD OF REVIEW

23.  Summary judgment may be granted when the movant demonstrates that there are
no genuine issues of material fact and that it is entitled to judgment as a matter of law. FED. R.
BANKR. P. 7056; FED. R. C1v. P. 56(c); Orexo AB v. Actavis Elizabeth LLC, 371 F. Supp. 3d 175,
180 (D. Del. 2019). RMM can defeat summary judgment by pointing to any evidence of a fact
issue on an element of Extraction’s claims or otherwise demonstrating that Extraction is not
entitled to judgment as a matter of law. Acceleration Bay LLC v. Take-Two Interactive Software,
Inc.,— F. Supp. 3d —, 2020 WL 1333131, at *3 (D. Del. Mar. 23, 2020). The summary judgment
standard does not differ for declaratory judgment actions. Cloverland-Green Spring Dairies, Inc.
v. Pa. Milk Mktg. Bd., 298 F.3d 201, 210 n.12 (3d. Cir. 2002).

ARGUMENT AND AUTHORITIES
I The Gathering Agreements contain covenants that run with the land.

24.  Though this Court has held otherwise, RMM submits that Colorado law requires
only two elements for a covenant to run with the land: (1) the parties must intend for it to run with
the land; and (2) the covenant must “touch and concern” the land. Reishus v. Bullmasters, LLC,
409 P.3d 435, 440 (Colo. App. 2016); Lookout Mountain Paradise Hills Homeowners’ Ass’n v.
Viewpoint Assocs., 867 P.2d 70, 74 (Colo. App. 1993); Cloud v. Ass’'n of Owners, Satellite Apt.

Bldg., Inc., 857 P.2d 435, 440 (Colo. App. 1992). But see Elevation Op. 32-33.1°

10 While the Gathering Agreements select Texas law to govern the parties’ contractual relationship, Extraction has
asserted that questions about the nature and validity of the real property interests created by the Agreements are
determined by the law of the state where the property sits (Colorado). Motion at 9 & n.1.
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25.  Extraction’s Motion should be denied because the Gathering Agreements satisfy
both elements—or at a minimum, there are fact issues precluding summary judgment. The
Gathering Agreements also satisfy privity of estate to the extent that is a required element under
Colorado law. The Court should hold that the Gathering Agreements contain covenants that run
with the land and, for that reason alone, should ultimately hold in the main case that the Gathering
Agreements cannot be rejected under Section 365(a).!!

A. The parties intended to create covenants running with the land.

26. There is no question that Extraction and RMM intended to create covenants running

with the land in the Gathering Agreements. Reishus, 409 P.3d at 440. They said so explicitly.

27. It 1s hard to be clearer than including a standalone provision

- Broomfield Agr. § 2.4; E. Greeley Agr. § 2.4. Yet the Gathering Agreements go even further

by stating that the

! Extraction will surely argue in the main case that it can reject the Gathering Agreements even if they contain
covenants running with the land, and this Court has adopted that argument. See D.1. 681; D.I. 942 at 12-19. This issue
is not yet ripe as to RMM, and RMM will fully address it in the context of any further rejection proceedings. But in
short: real property covenants are not subject to rejection under Section 365(a) because they are not executory contracts
at all. Gouveia v. Tazbir, 37 F.3d 295, 298-99 (7th Cir. 1994); In re Beeter, 173 B.R. 108, 114-15 (Bankr. W.D. Tex.
1994); see also, e.g., In re Sabine Oil & Gas Corp., 734 F. App’x 64, 65 (2d Cir. 2018); In re Bon-Ton Stores, Inc.,
No. 18-10248, D.1. 1241 at § L (Bankr. D. Del. Nov. 30, 2018); In re Banning Lewis Ranch Co., 532 B.R. 335, 346
(Bankr. D. Colo. 2015); In re Rivera, 256 B.R. 828, 834 (Bankr. M.D. Fla. 2000).
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e

Agr. 99 2.3,2.4 & Ex. A § XIII; E. Greeley Agr. 91 2.3, 2.4 & Ex. A § XIII.

28. Colorado courts have consistently held that the intent element is satisfied by this
kind of explicit language. See, e.g., DeJean v. Grosz, 412 P.3d 733, 739 (Colo. App. 2015)
(declaration stated that the “obligations shall be deemed to run with the land”); Cloud, 857 P.2d at
440 (agreement stated, “The following . . . covenants . . . shall be deemed to run with the land
[and] shall be a benefit and a burden to Declarant” (quotations omitted)); see also Elevation Op.
30-31. So have other bankruptcy courts after analyzing similar gas gathering agreements under
similar laws in other producing states. See Badlands, 608 B.R. at 870; Alta Mesa, 613 B.R. at 106.

29.  What’s more, the language of the Dedications shows that the parties intended for
the entirety of the Gathering Agreements to run with the land. Extraction dedicated its underlying
property interests _—that means the entire
agreement. Broomfield Agr. q 2.1; E. Greeley Agr. § 2.1. And it was this commitment that the
parties intended to run with the land. /d. q 2.4. Thus, the Dedications are like capsules buried in
the dirt containing all the provisions of the Gathering Agreements. It would make no sense for the
Dedications alone to run with the land, because Extraction’s commitment of its mineral interests
would mean nothing without the gathering agreements necessary to develop the minerals. And the

t.12 The Court’s decisions to

text of the Dedications shows the parties never intended such a resul
disregard similar language in the Adversary Opinions (Elevation Op. 5-7; Grand Mesa Op. 7-8)

fail to give effect to all the words the parties chose. See, e.g., U.S. Fid. & Guar. Co. v. Budget

12 See also Lookout Mountain, 867 P.2d at 75 (“It is not the right of approval, in isolation, which is intended to run
with the land. Rather, it is the entire covenant . . . that passes to successive grantees.”).
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Rent-A-Car Sys., Inc., 842 P.2d 208, 213 (Colo. 1992) (“Each word in an instrument is to be given
meaning if at all possible.”).

30.  Even without this broad language, it was improper to analyze the parties’ intent on
a covenant-by-covenant basis. See Elevation Op. 29-30, 46-48. Colorado courts “do not read
individual provisions in isolation when deciding whether a covenant is real or personal; instead,
[they] look at the covenant as a whole.” Reishus, 409 P.3d at 441. In applying this rule, Colorado
courts have held that provisions requiring the payment of money, contract amendment procedures,
and pre-approval of building plans ran with the land (along with the rest of the agreement)—even
though these provisions would arguably not run with the land standing alone. See Cloud, 857 P.2d
at 440-441; Reishus, 409 P.3d at 441; Lookout Mountain, 867 P.2d at 75; see also Adv. Pro. No.
20-50839, D.I. 26 9§ 19. As Cloud noted, providing for only part of an integrated contract to run
with the land would amount to judicially “cut[ting] and past[ing]” the contract, which a court
“cannot do without destroying [the covenant] in its entirety.” 857 P.2d at 441.

31. The Court acknowledged these cases but nevertheless concluded that the midstream
parties’ arguments for a similar result were “directly contrary to Colorado law.” Elevation Op. 46-
47. That conclusion appeared to be largely based on an unpublished federal court decision that
does not confront the principles articulated in Reishus, Cloud, and Lookout Mountain—and cannot,
in any event, reflect Colorado law better than these state court opinions. Elevation Op. 47 (citing
MidCities Metro. Dist. No. 1 v. U.S. Bank Nat’l Ass’n, No. 12-CV-03322, 2013 WL 3200088 (D.
Colo. June 24, 2013)).!3 The Court also cited Shaffer v. George for the proposition that an assignee

of a lease is responsible for covenants that run with the land. 171 P. 881, 882 (Colo. 1917). Shaffer

13 The court in MidCities held that a covenant reserving certain payments did not run with the land because it was set
apart from the other “Restrictions” that the parties expressly intended to burden the land. See 2013 WL 3200088, at
*3-4, 6-7. There is no such division in the Gathering Agreements, and as explained above, the broad language in
Section 2.1 demonstrates that the parties intended the entire agreement to run with the land.
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does not undermine the more recent authorities discussed above, which hold that all provisions in
an integrated contract run with the land. There is no basis under Colorado law for chopping up the
Gathering Agreements so that some provisions run with the land and others do not.!'* A piecemeal
approach is especially inappropriate here because it would so clearly undermine the parties’ intent.

B. The Gathering Agreements touch and concern the land.

32. The Gathering Agreements also touch and concern the land, although the Adversary
Opinions indicate that the Court may find otherwise. See Elevation Op. 3. Respectfully, the
reasoning in those decisions rested on an overly narrow reading of Colorado law and a
misunderstanding about the nature and effect of gas gathering agreements like these. Properly
construed, the Extraction-RMM Gathering Agreements touch and concern the land.

1. The touch-and-concern test under Colorado law is not nearly so strict
as that applied by this Court.

33. To “touch and concern” the land under Colorado law, a covenant “must closely
relate to the land, its use, or its enjoyment.” E.g., Lookout Mountain, 867 P.2d at 74. While
Colorado courts have not elaborated on the outer boundaries of this requirement, it is apparently
not a high bar—especially where the parties have explicitly declared their intent to create a
covenant running with the land. See id. at 74-75. This element has been satisfied where the
covenants simply “evidence[d] an intent to maintain a certain character and quality” of the land,

to protect the monetary value and “natural beauty” of the property, or to restrict certain activities

14 The same is true as a matter of bankruptcy law. The decision to reject an integrated contract under Section 365(a)
is “an all-or-nothing proposition—either the whole contract is assumed or the entire contract is rejected.” E.g., In re
CellNet Data Sys., Inc., 327 F.3d 242, 249 (3d Cir. 2003); see also In re Exide Techs., 340 B.R. 222, 228 (Bankr. D.
Del. 2006), aff’d, 2008 WL 522516 (D. Del. Feb. 27, 2008) (“A contract will not be bifurcated into parts that will be
rejected and those that will not.”). The Court’s covenant-by-covenant analysis is inconsistent with this settled principle
(or at least unnecessary), even putting aside the issue addressed supra, n.11.
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“tied with the use, possession, and enjoyment” of the property. Id.; see Mauldin v. Panella, 17
P.3d 837, 840 (Colo. App. 2000); Reishus, 409 P.3d at 441.

34.  In other words, if the performance of the covenant affects the use or value of the
real property in any way, it touches and concerns the land. See id.; see also Cloud, 857 P.2d at 441
(covenant touches and concerns the land where it “would . . . be a benefit or burden to the land”™).
And the parties’ intent is relevant to these questions, contrary to the Court’s rulings. Compare
Elevation Op. 29, 55-56, with Reishus, 409 P.3d at 441 (considering the parties’ “stated intent”
when analyzing whether the agreement touched and concerned the land); Mauldin, 17 P.3d at 840
(similar); Lookout Mountain, 867 P.2d at 75 (considering “the covenants’ stated purposes”). While
intent may not be sufficient to satisfy the touch-and-concern element, courts should consider the
parties’ views about whether the covenants were intended to affect the use or the value of the land.

35.  In the Adversary Opinions, this Court applied a more demanding touch-and-
concern standard than Colorado law requires. It held, for example, that “indirect effect[s]” on the
land are not enough and that a covenant cannot touch and concern the land where its “primary
effect is on the use and enjoyment of personal property.” Elevation Op. 55. Neither of these
propositions finds support in Colorado law. Other than a generalized cite to the “closely relate”
language in Reishus, the only authority to support these conclusions was a hundred-year-old law
review article that has apparently never been cited by any Colorado court. Elevation Op. 55 (citing
Harry Bigelow, The Content of Covenants in Leases, 12 MICH. L. REV. 639, 652 (1914)).

36. If anything, the Court should have looked to the more recent development of this
element in other producing states. See Alta Mesa, 613 B.R. at 102 (considering the “logical
connection” between the covenant and the real property under Oklahoma law); Badlands, 608 B.R.

at 867-68 (considering whether “the burdens and benefits . . . relate to the land and the ownership
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of an interest in it” under Utah law). In those states, real covenants touch and concern the land
where: (i) their benefits and burdens are logically related to the underlying real property interests,
and (ii) they increase or decrease the value of the burdened estate. See A/ta Mesa, 613 B.R. at 103-
04; Badlands, 608 B.R. at 867-68. Because those standards are very similar to those already
reflected in Colorado law,'® the touch-and-concern analyses of Alta Mesa and Badlands should
have played a more prominent role in this Court’s decisions, leading to a different result.

2. The Dedications burden and affect Extraction’s use and enjoyment of
the mineral estate.

37.  Regardless, the Gathering Agreements “closely relate” to the use and enjoyment of
the land by, among other things, restricting how Extraction can exploit its leasehold (real property)
interests in the mineral reserves while also enhancing the value of the property. Reishus, 409 P.3d
at 441; Lookout Mountain, 867 P.2d at 74. This is particularly true of the Dedications. Broomfield
Agr. 4 2.1; E. Greeley Agr. 4 2.1. The Court found otherwise by reasoning that similar dedications
“concern only personal property and do not affect the physical use of real property or closely relate
to real property.” Elevation Op. 3, 54. RMM submits that this conclusion is incorrect under general
oil-and-gas law, as well as the specific agreements and property rights at issue here.

38. On their face, the Dedications in the Extraction-RMM Gathering Agreements
concern both real and personal property. Broomfield Agr. 4 2.1; E. Greeley Agr. 4 2.1. To be sure,
these provisions dictate what happens to the gas once it comes out of the ground and becomes
personal property, as the Court emphasized in the Adversary Opinions. See Elevation Op. 50, 53.

But the Dedications go deeper than that—literally—by also pledging all of Extraction’s interests

in_ the areas defined in the Gathering Agreements

15 See, e.g., Lookout Mountain, 867 P.2d at 75 (considering impacts on property value); Cloud, 857 P.2d at 441
(consider whether covenants “would . . . be a benefit or burden to the land”).
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to the performance of the Agreements. Broomfield Agr., Ex. A q I(x) (bracketed language added);
E. Greeley Agr., Ex. A qI(bb) (bracketed language in original); see also Larsen Decl., Ex. A10
(examples of Extraction’s leases).

39. That’s important because Extraction’s oil and gas leases create distinct real property
rights and duties regarding the unproduced minerals in the ground. Maralex Res., Inc., v.
Chamberlain, 320 P.3d 399, 402-03 (Colo. App. 2014) (“[A]n oil and gas lessee has an interest in
real property,” i.e., “the mineral estate covered by the leases”); see also Smith v. El Paso Gold
Miles, Inc., 720 P.2d 608, 609 (Colo. App. 1985) (“[W]hile in place, minerals are real property.”).
Extraction dedicated these leasehold interests to the performance of the Gathering Agreements.
Broomfield Agr. 2.1 & Ex. A §I(x); E. Greeley Agr. 2.1 & Ex. A I(bb). It thus made a promise
that “concerns” real property interests—the leasehold rights and duties—in the mineral estate.

40.  Accordingly, it does not matter whether the Dedications effected a transfer or
conveyance of Extraction’s real property interests (though they did, as discussed below, in Section
I.C.). Cf. Elevation Op. 51, 56. On the touch-and-concern element, it only matters that the
Dedications closely relate to Extraction’s real property interests in the unproduced minerals. See
Badlands, 608 B.R. at 869 (“The question is not what is conveyed by the covenant, but viewed in
the context of its purpose, does the performance or nonperformance of it affect the use, value or
enjoyment of the land itself.”); see also Lookout Mountain, 867 P.2d at 75 (architectural review
provision “relates to the land, and thus, touches and concerns the land” (internal citations omitted)).
Indeed, the Colorado Supreme Court has held that a covenant touched and concerned the land even
though its primary purpose was to ensure the continued delivery of water for irrigation—which
this Court has characterized as personal property—because that promise was “connected with or

concerns the land or estate conveyed.” See Farmers’ High Line Canal & Reservoir Co. v. N.H.
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Real Estate Co., 92 P. 290, 293 (Colo. 1907); Elevation Op. 53. The result should be the same here
because the Dedications are connected with and concern the mineral estate.

41. The Dedications in the Gathering Agreements differ in character from the
dedication at issue in In re Sabine Oil & Gas Corp., 567 B.R. 869, 872, 874-77 (S.D.N.Y. 2017).
Cf. Elevation Op. 52-53. The dedication in Sabine covered only: “[gas and condensate] produced
and saved from wells . . . located within the Dedicated Area.” Sabine, 567 B.R. at 872. Produced
gas is personal property under Texas law—so the dedication in Sabine concerned only personal
property. Id. at 875. The Dedications here go further to encompass Extraction’s leasehold rights
and duties as to the unproduced minerals—which are real property—making Sabine’s holding
inapposite. Maralax, 320 P.3d at 402-03. The bankruptcy court in Badlands distinguished Sabine
on precisely these grounds, and this Court should do the same. See Badlands, 608 B.R. at 869-70
(“The Court does not find the holding in Sabine Oil applicable” because “[u]nlike the Sabine
dedication, the present Dedication encompasses real property”).'®

42. Beyond this direct contractual connection, the Dedications practically effect how
Extraction can use or enjoy its real property rights. As an oil and gas lessee, Extraction has the
right and duty “to explore for, and remove, minerals from the lessor’s land.” Maralax, 320 P.3d at
402 (citing Garman v. Conoco, Inc., 886 P.2d 652, 659 (Colo.1994)). Extraction also has a duty
to market (sell) the minerals; the need for this duty “‘is obvious in order that the lessor may receive

299

the consideration for the lease, that is, the royalties which are to be paid.”” Davis v. Cramer, 808

16 Another Texas bankruptcy court recently confirmed the significance of this distinction, even while reaching the
same result as in Sabine. In re Chesapeake Energy Corporation, D.1. 1579, No. 20-33233 (Bankr. S.D. Tex. Oct. 28,
2020). The court in Chesapeake found that a gas purchase agreement did not run with the land under Texas law based,
in large part, on its conclusion that the dedication applied only to produced gas. Id. at 2-3, 7-8. But, the opinion
specifically noted: “Had the agreement between the parties included a dedication of ‘all of the Debtors’ right, title and
interest in and to the leases,” the Court’s analysis might have been profoundly different.” Id. at 8 n.5 (emphasis
added). The Dedications at issue here do just that—so the result should be different than Chesapeake and Sabine.
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P.2d 358, 361 (Colo. 1991); Garman, 886 P.2d at 659 (“In Colorado we have recognized four
implied covenants in oil and gas leases: to drill; to develop after discovery of oil and gas in paying
quantities; to operate diligently and prudently; and to protect leased premises against drainage.”).

43.  Extraction cannot fulfill those duties as to natural gas—and thus cannot fully
exercise its leasehold rights—without a gathering system to transport the gas to market. See Larsen
Decl. 4 5-6; see also Owens Dep. 28, 97, 142-43. Again, if natural gas is not immediately gathered
and transported, it must be “flared” (i.e., burned into the atmosphere) or not produced at all. Larsen
Decl. 9 5-6; see Owens Dep. 142-43, 146; see also Garman, 886 P.2d at 654. Extraction’s goal is
always to “produce, not flare,” and Extraction has conceded that it “do[es] not produce from leases
without midstream infrastructure.” Owens Dep. 142, 146. In the Dedications, Extraction gave
RMM the exclusive right to provide these necessary midstream services for wells in the relevant
areas. Broomfield Agr. 4 2.1; E. Greeley Agr. q 2.1. These promises unequivocally affect
Extraction’s use and enjoyment of its leasehold rights—because it cannot develop the mineral
estate apart from RMM’s services. Gerrity Oil & Gas Corp. v. Magness, 946 P.2d 913, 926 (Colo.
1997) (“Severed mineral rights lack value unless they can be developed.”).

44. These facts undermine the Court’s earlier conclusion that a dedication like this
“do[es] not limit Extraction’s right to the use or enjoyment of its mineral estates.” Elevation Op.
54. That is exactly what it does, by providing Extraction only one option for developing the
minerals in a geographic area and thus restricting the use of its reserves.!” It is no answer to suggest
that Extraction could choose not to produce gas. See Elevation Op. 65-66. For one thing, that

decision would likely violate Extraction’s duties to develop and market the minerals as an oil and

17 In this way, a gas gathering agreement is very different than an agreement to transport harvested crops, as Extraction
suggests in its Motion (pp. 19-20). Crops can be harvested and stored without any ready-made plan for transportation;
natural gas cannot. So, in providing the necessary gathering services to get the gas out of the ground in the first place,
the Gathering Agreements affect the use of Extraction’s real property far more than an agreement to transport crops.
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gas lessee. Maralax, 320 P.3d at 402. But regardless, the decision to stop production would
demonstrate that the Dedications had “limit[ed]” Extraction’s use and enjoyment of its real
property interests. Cf. Elevation Op. 54.

45. These impacts are not just theoretical. As one example: in 2018, RMM enforced its
exclusivity rights under the Broomfield Agreement’s Dedication when Extraction wanted to use
another midstream provider’s low-pressure gathering services in the DJ Basin’s Hawkeye area.
Larsen Decl. 9 15. Because Extraction did not want to deploy the necessary capital to connect to
RMM’s gathering system, Extraction shut in the wells. /d. In other words, Extraction made a
purposeful decision to stop developing and marketing the relevant mineral interests. The
Dedication affected Extraction’s use and enjoyment of its real property rights.

46.  For this and other reasons, bankruptcy courts have correctly acknowledged that
dedications of leases and mineral reserves limit a producer’s use of real property. The court in
Badlands held that the burdens imposed on the producer “directly affect[ed] the Producers’ use
and enjoyment of its interests” in the land by limiting its “right to possess, develop, and dispose of
the minerals” apart from the gathering agreement. 608 B.R. at 868, 870. The court in Alta Mesa
agreed and rejected the producer’s argument that gathering services do not technically commence
until the gas becomes personal property: “Although [the gathering company’s] right to delivery is
conditioned upon extraction, its interest affects the reserves even as the hydrocarbons remain
undisturbed” by, among other things, “restrict[ing] Alta Mesa’s use of its reserves.” Alta Mesa,

613 B.R. at 104-105. The same principles apply here.

47. As if there were any doubt, Extraction expressly_
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Broomfield Agr. 4 2.4; E. Greeley Agr. 9 2.4 (bracketed language in original). Colorado courts, as
noted above, consider whether the parties intended their agreements to affect the use and
enjoyment of real property. Reishus, 409 P.3d at 441; Mauldin, 17 P.3d at 840; Lookout Mountain,
867 P.2d at 75. Because Extraction and RMM expressed exactly that intent, the Court should
conclude that the Gathering Agreements touch and concern the land. Cf. Elevation Op. 55-57.

3. The Gathering Agreements increase the value of the mineral estate by
requiring a gathering system on the land.

48. The Gathering Agreements touch and concern the land for other reasons as well.
For one thing, the Agreements—and their associated gathering systems—increased the value of
Extraction’s unproduced mineral reserves (the real property in the ground). The Court dismissed
this factor by concluding that “an incidental increase in value” is an “indirect effect” on the land
that does not satisfy the touch-and-concern test. Elevation Op. 55. But that conclusion cannot be
squared with Colorado law, which often considers a covenant’s effect on property value when
analyzing whether it touches and concerns the land. Lookout Mountain, 867 P.2d at 75; Mauldin,
17 P.3d at 840. The Court should have done the same.

49.  The bankruptcy court in Alta Mesa clearly explained the value proposition
presented by gas gathering agreements that call for the construction and operation of a gathering
system. See 613 B.R. at 103-04. Such a gathering system enhances the value of the unproduced
mineral reserves—the real property—by providing the necessary link to the market.

Once a well is linked to an accessible gathering system, the system not only benefits

the produced reserves as they travel towards collection, it enhances the value of

unproduced reserves which may be extracted in the future. Just as a home without

access to a road is less valuable than one facing the street, a solitary oil and gas

lease is less valuable than one attached to a gathering grid.

Id. at 103-04. The same can be said here. The Gathering Agreements benefit Extraction’s real

property interests—not just the produced gas—by providing for the construction and operation of
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a modern gathering system with sufficient capacity. See Background Section A, supra; Dep. Ex.
17. This benefits the physical use of Extraction’s real property by allowing it to develop the mineral
estate and increases the value of the unproduced reserves. See Lookout Mountain, 867 P.2d at 75
(covenant was designed to protect the value of the real property and “insure the highest and best
development of said property”).

50. The Gathering Agreements also literally touch and concern the land because they
caused RMM to construct and maintain physical facilities on the land. See Broomfield Agr. § 3.1;
E. Greeley Agr. 9 3.1. To that end, and as discussed below, Extraction granted RMM easements
and surface-use rights to allow for the operation of the gathering systems. Broomfield Agr., Ex. A
9 XVI(d); E. Greeley Agr., Ex. A § XVI(d). These easements burden Extraction’s real property
interests arising from its leases, and therefore touch and concern the land. A/ta Mesa, 613 B.R. at
104; see also In re Energytec, Inc., 739 F.3d 215, 224-25 (5th Cir. 2013); Sw. Pipe Line Co. v.
Empire Nat. Gas Co., 33 F.2d 248, 252-53 (8th Cir. 1929).

51. The Court rejected a similar argument in the Adversary Opinions, concluding that
easements like these are surface interests unconnected to the mineral estate. See Elevation Op. 66-
68. Given the unique nature of oil and gas leases, that conclusion is incorrect. As the court in Alta
Mesa explained, when an easement is connected to a leasehold, its transfer “directly affect[s] the
lessee’s underlying mineral interest” because “in the context of an oil and gas lease, the surface
easement is integral to the lessee’s ability to realize the value of its mineral reserves.” 613 B.R. at
104. Colorado law is no different. See, e.g., Heath v. Parker, 30 P.3d 746, 750 (Colo. App. 2000)
(“[R]easonable surface use, including access, is part of the ‘bundle of sticks’ of mineral claim
property rights.”); see also Notch Mountain Corp. v. Elliott, 898 P.2d 550, 556 (Colo. 1995)

(“Though the estates are distinct, severed minerals cannot be developed absent access to the
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surface estate.”). In this context, an easement in a gas gathering agreement reduces (and certainly
affects) the producer’s “real property interest under the leases.” Al/ta Mesa, 613 B.R. at 104.

52.  Finally, the Gathering Agreements burden the property with the requirement to pay
fixed fees for RMM’s gathering services. Broomfield Agr. § 4.2; E. Greeley Agr. 4 4.2. Such fees
diminish the value of Extraction’s reserves and affect its use of the land, as described above—
because Extraction cannot develop its mineral estate without using RMM’s services and paying its
fees. Alta Mesa, 613 B.R. at 104-05; Energytec, 739 F.3d at 224. While the Court has found that
the “mere payment of money is a personal commitment that . . . does not run with the land,” this
finding overlooks Colorado law. Elevation Op. 64. Cloud, for example, held that an agreement to
pay 10% of gross receipts from a condominium complex touched and concerned the land because
the agreement as a whole benefitted and burdened the land. 857 P.2d at 440-41.

53.  Forall these reasons, the Gathering Agreements closely relate to the use, value, and
enjoyment of the underlying mineral interests. They therefore touch and concern the land.

C. Privity is satisfied here, although Colorado law does not require privity for
covenants to run with the land.

54. The Court has found that privity of estate is also required to establish a covenant
running with the land under Colorado law. Elevation Op. 32-33. RMM respectfully submits that
conclusion is erroneous for the reasons discussed below, but regardless, any privity requirement
can be met here: because Extraction conveyed property rights to RMM from its leasehold estate.

1. Any privity requirement has fallen out of Colorado law.

55. It’s been sixty years since the Colorado Supreme Court even mentioned privity as
part of the covenant-running-with-the-land analysis. See Taylor v. Melton, 274 P.2d 977, 982
(Colo. 1954). In Taylor, the court neither affirmed nor addressed whether privity was required, but

simply brushed aside the defendants’ contention that privity was absent among homeowners in a
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subdivision who had all received their lots from the same developer. See id. And just a year later,
in another case concerning real covenants in development plans, the Colorado Supreme Court did
not discuss privity at all. See Pagel v. Gisi, 286 P.2d 636, 637-38 (Colo. 1955).

56. To find any substantive discussion of privity, one must venture back more than a
century. In 1907, the Colorado Supreme Court considered a contract about taking water from an
irrigation ditch. See Farmers’ High Line, 92 P. at 291-92. Certain landowners had a real covenant
to receive “so much water as may in fact be necessary and proper to amply irrigate all the lands
under said ditch.” Id. at 292. The ditch changed hands, water was withheld, and the landowners
sued the successors in interest to the original ditch holder. /d. The Colorado Supreme Court held
that the covenant to provide water ran with the land because (among other reasons): “There was,
and is, and always will be, privity of estate between the owner or owners of the [ditch] and the
owner or owners of the land.” /d. at 293. The Court did not articulate any discernable standard.

57.  In the hundred years since, the Colorado Courts of Appeals have not required a
privity showing, with the federal courts following suit.'® So, one of two things must be true: either
all these courts have misapplied Colorado law for decades without correction from the Colorado
Supreme Court, or the privity requirement has dropped out of Colorado law. Because it’s unlikely
that so many courts would make the same error, RMM respectfully submits that Colorado law
simply does not require privity. This approach would comport with the modern trend. See

RESTATEMENT (THIRD) OF PROPERTY: SERVITUDES § 2.4 (2000) (“No privity relationship between

18 See Reishus, 409 P.3d at 440 (Colorado law requires only the intent and touch-and-concern elements); Lookout
Mountain, 867 P.2d at 74 (same); Cloud, 857 P.2d at 440 (same); see also TBI Expl. v. Belco Energy Corp., 220 F.3d
586, at *4, (5th Cir. 2000) (same); MidCities Metro., 2013 WL 3200088, at *3 (same); In re Banning Lewis Ranch
Co., LLC, 532 B.R. 335, 345 n.11 (Bankr. D. Colo. 2015) (same); cf. Fed. Deposit Ins. Corp. v. Mars, 821 P.2d 826,
829 (Colo. App. 1991) (involving leases, not covenants running with land).
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the parties is necessary to create a servitude.”)."” And Colorado courts have often turned to the
Third Restatement for other points of property law. See, e.g., Lazy Dog Ranch v. Telluray Ranch
Corp., 965 P.2d 1229, 1235 (Colo. 1998); City of Steamboat Springs v. Johnson, 252 P.3d 1142,
1147 (Colo. App. 2010); Lobato v. Taylor, 71 P.3d 938, 950 (Colo. 2002). Privity should be no
different.

58. This Court has found otherwise, relying on Taylor, Farmers’ High Line, and other
case law from the late 19th century. Elevation Op. 32-33, 37; Motion at 21-22. The Court has also
pointed to commentators that cite Taylor and Farmers’ High Line, but this commentary can be no
more probative on Colorado law than those cases. See id. Finally, this Court cited to a statutory
provision that does nothing more than shortcut the covenant running with the land analysis for
certain kinds of conveyances. Elevation Op. 33 (citing COLO. REV. STAT. § 38-30-121). It does not
somehow impose a privity requirement under the common law.

2. Privity is satisfied, in any event.

59. Even assuming that Colorado law requires privity, any such requirement can be met
here. One practical problem: because Colorado cases do not clearly require privity to create a
covenant running with the land, they certainly do not explain what the relevant standard might be.
The common law recognized three forms of privity: mutual, horizontal, and vertical. 9 POWELL ON
REAL PROPERTY § 60.04[3][c][i]. State laws differ as to which—if any—are required to create a
covenant running with the land. /d. § 60.04 [3][c][1-v]. This Court has concluded that Colorado

requires horizontal privity. Elevation Op. 37. That is incorrect, but satisfied in any event.

19 See also 165 Broadway Bldg. v. City Inv. Co., 120 F.2d 813, 816-17 (2d Cir. 1941) (Clark, J.) (“But to go further
and require that there must be some such succession between the covenanting parties themselves—that there must
have been a grant or conveyance between them at the same time of the covenant or possibly some continuing interest
of tenure, easement, otherwise—is supported neither by ancient law nor by modern policy.”); 7 THOMPSON ON REAL
PROPERTY § 61.04 (2020) (“A number of jurisdictions have completely abolished horizontal privity as a condition
necessary to the enforceability of real covenants.”).
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a. Vertical privity

60.  If Colorado law requires privity at all, it requires only vertical privity. Vertical
privity “arises when the person presently claiming the benefit, or being subjected to the burden, is
a successor to the estate of the original person so benefited or burdened.” See 9 POWELL ON REAL
PROPERTY § 60.04[3][c][iv]. In Farmers’ High Line, vertical, horizontal, and mutual privity were
arguably present—and the court did not say which was necessary. See 92 P. at 293.2° In Hottel v.
Farmers’ Protective Ass’n, 53 P. 327, 330 (Colo. 1898), the court stated that the defendants did
not challenge privity, without hinting at the standard. Fisk v. Cathcart concerned vertical privity
because a foreclosure had extinguished the covenant before the subsequent party acquired the
property. See 33 P. 1004, 1005 (Colo. App. 1893). And in Taylor, the court narrowly recited a rule
allowing lot owners in a planned subdivision to stand in the developer’s shoes to enforce covenants
against neighboring lot owners. See 274 P.2d at 288-89. This sounds, again, in vertical privity.
None of the cases that Extraction cites articulate a horizontal-privity requirement.

61.  Vertical privity can be easily shown here. Extraction and RMM are the original
contracting parties, and that by definition meets what vertical privity demands. Alta Mesa, 613
B.R. at 105 (finding vertical privity met because “Alta Mesa and Kingfisher are the original
covenanting parties”). The Court need not go further.

b. Horizontal privity

62. But horizontal privity is present here too. In adopting that standard, the Court

articulated a new rule for Colorado: “Privity of estate requires that any covenant that allegedly

20 While Powell cites Farmers’ High Line for the proposition that some states require mutual privity, the parenthetical
in Powell’s citation to that decision is telling: “mutual and horizontal privity both present; type required not defined.”
9 POWELL ON REAL PROPERTY § 60.04[3][c][ii] n.123 (emphasis added).
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runs with the land be accompanied by a contemporaneous conveyance of some interest in the land
with which the covenant runs.” Elevation Op. 37. Even if this were the test, it has been met here.

63. It is critical to be precise here about the “interest in the land” Extraction had to
convey. As described above, Extraction holds real property interests in the mineral estate through
oil and gas leases. Owens Dep. 245; see also Larsen Decl. 9 8-12 & Ex. A10. Those leases grant
Extraction important rights and duties, including “to drill,” “to develop after discovery of oil and
gas in paying quantities,” and “to operate diligently and prudently.” Rogers v. Westermann Farm
Co., 29 P.3d 887, 903 (Colo. 2001) (quotation omitted); see also Maralex, 320 P.3d at 403.

64. The right to develop allows a lessee to get discovered minerals out of the ground
and to the market. See Gerrity, 946 P.2d at 926.2! This right typically cannot be exercised without
surface access. So, Colorado law provides lessees the implied right to “access the surface and use
that portion of the surface estate that is reasonably necessary to develop the severed mineral
interest.” Id. Extraction also has an implied duty to “market” the gas, which derives from the duty
to prudently operate. Davis, 808 P.2d at 361. Under this duty, Extraction must bear the necessary
costs and “exercise reasonable diligence” in getting the gas in an appropriate condition and location
for sale. Rogers, 29 P.3d at 902-03, 906.

65. Horizontal privity must be considered with these principles in mind, because the
covenants at issue attach to Extraction’s leaseholds. The question for privity, then, is whether
Extraction conveyed property interests to RMM out of its leasehold estates. It did, in two ways.
First, Extraction conveyed easements and rights of way out of its surface-use rights. Second, it

conveyed Dedications that burden its rights to develop and market.

2l See also Whitham Farms, LLC v. City of Longmont, 97 P.3d 135, 137 (Colo. App. 2003) (“The covenant of
reasonable development protects the lessor’s expectation that upon finding exploitable resources, the lessee will
develop those resources for the mutual profit of both parties.”).
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Easements & Rights of Way

66.  Extraction agreed in both Gathering Agreements _

- Broomfield Agr., Ex. A § XVI(d); E. Greeley Agr., Ex. A § XVI(d). These are property
rights. Dep’t of Transp. v. Gypsum Ranch Co., LLC, 244 P.3d 127, 132 (Colo. 2010) (describing
a right-of-way as “a limited property right”); Wright v. Horse Creek Ranches, 697 P.2d 384, 387
(Colo. 1985) (“An easement is an interest in property.”). Extraction also gave RMM other
easements and rights-of-way. Larsen Decl. § 17 & Exs. A7-AS8.

67. Through these conveyances, Extraction gave RMM a piece of its implied (and
sometimes express) leasehold rights to use the surface estate as reasonably necessary to develop
and market the mineral interests—real property interests tied to Extraction’s leaseholds. See
Gerrity, 946 P.2d at 926; Maralex, 320 P.3d at 403. This satisfies horizontal privity, as other
bankruptcy courts have held. In Alta Mesa, the producer gave an easement “to construct and
maintain the gathering system,” and this easement sprung “directly from its leasehold mineral
estate.” 613 B.R. at 106. “Because a surface easement is a crucial component on an oil and gas
lease,” the court reasoned, this conveyance created more than “privity only with respect to the
surface estate.” Id. “Instead, it supports a finding that the covenants were created alongside the
conveyance of a property interest in [the producer’s] leasehold estate.” Id. Badlands also found
that easements granted out of a leasehold satisfied horizontal privity. See Badlands, 608 B.R. at
874. Sabine is specifically distinguishable on this point. There, the producer had a fee mineral

estate—not oil and gas leaseholds—and the agreement creating the real property covenants merely
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contemplated the granting of easements. See In re Sabine Oil & Gas Corp., 550 B.R. 59, 69 (Bankr.
S.D.N.Y. 2016), aff’d, 567 B.R. 869 (S.D.N.Y. 2017), aff’d, 734 F. App’x 64 (2d Cir. 2018).

68.  Despite these holdings, Extraction says (and this Court agreed) that surface-use
rights arising from oil and gas leases are not property rights. Elevation Op. 39-40. But Extraction
has admitted that surface-use rights are easements appurtenant—which are property rights. See
Lobato, 71 P.3d at 945 (““An easement appurtenant . . . runs with the land” and “is meant to benefit
the property’’); Motion at 23. If this were not enough, the Colorado Supreme Court has opined that
a surface-use right from an oil and gas lease “is in the nature of an implied easement,” because it
“entitles the holder to a limited right to use the land.” Gerrity Oil, 946 P.2d at 927. It has further
held that implied easements may be appurtenant easements (burdening the land), noting that
Colorado law applies a “presumption in favor of appurtenant easements.” See Lobato, 71 P.3d at
945; see also Lewitz v. Porath Family Tr., 36 P.3d 120, 122 (Colo. App. 2001) (“[TThe default
presumption is that an easement appurtenant has been created.”). Thus, Colorado law supports that
surface-use rights (implied easements) arising from oil and gas leases are property rights.

69. This Court also found that easements appurtenant cannot be conveyed separately
from burdened land. Elevation Op. 39. But Extraction has not sought to convey the entirety of its
surface-use rights to RMM. Instead, it simply granted easements and rights-of-way out of its
surface-use right to facilitate gathering and processing services.?? Colorado law does not require
any conveyance of underlying property to create an easement appurtenant or a right of way. See,

e.g., Precious Offerings Min. Exch., Inc. v. McLain, 194 P.3d 455, 457-58 (Colo. App. 2008) (“An

; see Lazy Dog Ranch, 965 P.2d at 1235 (“The extent of an expressly created
easement (i.e., the limits of the privileges of use authorized by the easement) is determined by interpreting the
conveyance instrument.”).
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easement is created if the owner of the servient estate enters into a contract or makes a conveyance
.. . with the intent to create a servitude.”). Extraction’s leaseholds in the mineral estate, which are
“equally” dominant with the surface estate, continue to exist—as do the easements that Extraction
conveyed. See Gerrity Oil, 946 P.2d at 927 n.8; Brush Creek Airport, L.L.C. v. Avion Park, L.L.C.,
57 P.3d 738, 748 (Colo. App. 2002) (“[ W]here the easement is necessary to the enjoyment of the
leasehold interest, then extinguishment will not occur during the period of the lease.”).

70.  Because Extraction conveyed these crucial property interests to RMM from the oil
and gas leaseholds that the covenants running with the land attach to, horizontal privity is satisfied.

Dedications
71.  Even beyond the easements, the Dedications themselves conveyed interests to

RMM that directly burden Extraction’s rights/duties to develop and to market the gas—and

therefore satisfy horizontal privity as well. _

_ This right predetermines the paths that the Committed Gas must take to reach
market, and in that fashion places a limitation on Extraction’s leasehold interests. And it is binding
on Extraction’s successors and assigns. Broomfield Agr. 49 2.3, 2.4 & Ex. A § XIII; E. Greeley
Agr.992.3, 2.4 & Ex. A q XIII. Because Extraction conveyed this leasehold interest in connection
with the creation of the real property covenants in the Dedications, the Court’s horizontal-privity
standard has been satisfied. See Badlands, 608 B.R. at 873-74.

72. Extraction says the Dedications do not convey interests in property because they
“only identify what minerals, from which property, are subject to the contract,” and this Court
agreed. Motion at 25; Elevation 41. But this conflates the services provided under the Gathering

Agreements with RMM’s right to be the exclusive provider as to specified gas both currently
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producing and which may be produced from the land in the future. This right, by design, attaches

to the unproduced and produced gas itself; it was a conveyance of one stick from the bundle of

Extraction’s oil and gas leaseholds, as discussed above. _
I 1 D s do much more

than simply identify minerals; they predetermine the route of the gas no matter who produces it
from the ground. In any event, the Dedications burdened Extraction’s rights and duties to develop
and market the gas, which alone satisfies horizontal privity. See Alta Mesa, 613 B.R. at 105.

73.  Both Extraction and the Court touched on the notion that RMM does not have a

right to drill wells out on the leaseholds. That may be true. RMM does, however, have the right to

_ Broomfield Agr. Ex. A § XVI(d); E. Greeley Agr.

Ex. A 9 XVI(d). RMM has these rights to help fulfill Extraction’s duties to develop and market
the gas—both obligations central to oil and gas leases. The contemporaneous conveyance of these

easements, rights of way, and dedications out of the leaseholds establish horizontal privity.

CONCLUSION AND PRAYER

74. RMM respectfully requests that the Court deny Extraction’s Motion in full and

grant RMM any further relief that is just and equitable.
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By: /s/ Lucian B. Murley

Lucian B. Murley (DE Bar No. 4892)
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Wilmington, DE 19899
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Email: luke.murley@saul.com

-and-

Stephen M. Pezanosky (admitted pro hac vice)
Charles A. Beckham, Jr. (admitted pro hac vice)
David H. Ammons (admitted pro hac vice)
HAYNES AND BOONE, LLP

1221 McKinney, Suite 4000

Houston, TX 77010

Telephone No.: (713) 547-2000

Facsimile No.: (713) 547-2600

Email: stephen.pezanosky@haynesboone.com
Email: charles.beckham@haynesboone.com
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-and-

Steven W. Soulé (admitted pro hac vice)
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320 South Boston Avenue, Suite 200
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Facsimile No.: (918) 594-0505
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infrastructure. Through this arrangement, the producer frees up capital to engage in more
development of its oil and gas leasehold acreage.

8. In 2017, Extraction was trying to acquire consolidated leasehold interests in the DJ
Basin to drill many new horizontal wells. But I understand that Extraction had concerns about an
existing midstream provider in the area, Western Midstream Partners (“Western”). Specifically,
Western lacked sufficient infrastructure to service all the wells that Extraction had planned to
develop in Broomfield and surrounding counties, and Western was curtailing the flow of volumes
on its system. Moreover, Western was at the time an affiliate of Anadarko Petroleum Corp., one
of the largest oil and gas exploration companies operating in the DJ Basin. It is my understanding
that, as Western’s affiliate, Anadarko enjoyed higher priority service than any other producer
utilizing that system and therefore its production volumes took precedence over all others.

9, Around that same time, RMM’s predecessor—Discovery—was attempting to
expand its gas gathering and processing business in the DJ Basin. Discovery agreed to provide
gathering services for some of Extraction’s wells in Adams and Weld Counties, Colorado under a
gas gathering agreement that is not at issue. This led to an expanded business relationship and
ultimately the Broomfield Agreement.

10. [n March 2018, Discovery entered the Broomfield Agreement with Extraction to
build new and expanded infrastructure in Adams, Arapahoe, Broomfield, and Weld Counties to

support Extraction’s development plan. Attached as Exhibit A2 is a true and correct copy of the

March 6, 2018 “Gas Gathering, Processing and Purchase Agreement.” || |  NEGTGTGTcNNGE
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1
graph below reflects Extraction’s volume forecasts as of October 2018 for its leaseholds within
e Broomfild dedicte arc,

11. In August 2018, Discovery and its subsidiaries were acquired by a joint venture

between Williams Rocky Mountain Midstream Holdings LLC and KKR Ascent Aggregator L.P,
Discovery’s name was changed to RMM in August 2018, and a notice of this was provided to
Extraction. Attached as Exhibit A3 is a true and correct copy of a “Plant Product Take-in-Kind

Right Amendment to Gas Gathering, Processing and Purchase Agreements,” which replaced
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Discovery with RMM in the parties’ existing gathering and processing agreements, among other
things.

12, After the acquisition, in February 2019, RMM entered into the East Greeley
Agreement with Extraction. Attached as Exhibit A4 is a true and correct copy of the February 8,
2019 “Gas Gathering, Processing and Purchase Agreement.” Under this Agreement, RMM agreed
to provide gathering and processing services for an area in Weld County, Colorado, _
.
.
Extraction entered this Agreement specifically because RMM was willing to expand gathering and
processing infrastructure to meet Extraction’s development plans at a time when DCP Midstream
Partners, another midstream provider in the East Greeley area, was significantly curtailing the flow
of volumes on its system and negatively impacting Extraction’s ability to develop this acreage. An
expedited build out of infrastructure under the East Greeley Agreement was critical for Extraction,
as it is my understanding that its state and municipal permits were expiring (if drilling did not
begin by the expiration dates), and the regulatory environment was such that they likely would not
be re-issued. Producers like Extraction cannot develop their leaseholds without these essential
permits.

13.  Since August 2018, RMM has invested hundreds of millions of dollars under the
Broomfield and East Greeley Agreements to own, operate, and maintain the extensive gas
gathering and processing infrastructure that provides Extraction an essential link in the marketing
chain between Extraction’s production at the wellhead and downstream markets. Attached as

Exhibit AS is a true and correct copy of a capital-expenditure spreadsheet showing the amounts

that RMM has invested to provide such gathering and processing infrastructure and services for
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the benefit of Extraction’s oil and gas leaseholds. Below is a true and correct copy of a map

showing RMM'’s gathering and processing infrastructure in the DJ Basin.

14, The Broomfield and East Greeley Agreements contain Dedications of Extraction’s
ownership interests in land, leases, gas, and wells to the performance of those Agreements. These
Dedications exist to ensure that Extraction uses RMM’s midstream services in designated areas of
interest where RMM has built gathering and processing infrastructure. In other words, Extraction

made a promise to use RMM’s gathering and processing services—and to pay the associated

fees—for all the natural gas produced from its wells in the designated areas, providing assurance
that the investments would see continued and hopefully expanded use. Throughout my career, I

have negotiated many gas gathering and processing agreements and amendments to them.

7
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Dedications like these are very common in gas gathering and processing agreements. Midstream
companies, RMM included, act in reliance on dedications as part of the consideration to construct
sophisticated (and costly) gathering and processing systems.

15. The Dedications have real-world consequences. In 2018, for example, RMM
enforced its exclusivity rights under the Broomfield Agreement’s Dedication when Extraction
sought to use another midstream provider’s low-pressure gathering services in the Hawkeye area
of the DJ Basin rather than incur the capital costs of installing additional compression stations to
deliver the gas to RMM. Because Extraction did not want to deploy this capital, and because the
Dedication precluded Extraction from flowing gas through the other midstream provider,
Extraction at that point shut-in the wells.

16. RMM has the right to, and generally does, purchase certain residue gas and natural

gas liquids from Extraction.

I < IM has purchased hydrocarbons from

Extraction in each month since the inception of the Broomfield and East Greeley Agreements. The
attached Exhibit A6 contains true and correct copies of invoices illustrating RMM’s purchases of
residue gas and natural gas liquids from Extraction.

17. In the Broomfield and East Greeley Agreements, Extraction conveyed RMM the
necessary easements and rights-of-way to build, maintain, and operate gathering infrastructure
contemporaneously with those Agreements’ execution. Extraction has also conveyed other,
independent easements and rights-of-way to RMM. Some of these conveyances were made by

Elevation Midstream, LLC (at the time a subsidiary of Extraction) on Extraction’s direction.
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Exhibit Al
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Project Name Work Order | Tract Number | Tract ID Alias Tr Num Grantor Grantee Executed Date | Effective Date | Date Recorded Agreement Type

Broomfield South WOC1211155  [0015.000 11900841[CO-WE-017 ELEVATION MIDSTREAM LLC DISCOVERY DJ SERVICES LLC 9/18/2018 9/18/2018 10/5/2018 Memorandum of ROW Agreement
Broomfield South WOC1211155  [0015.000 11900841|CO-WE-017 ELEVATION MIDSTREAM LLC DISCOVERY DJ SERVICES LLC 9/18/2018 9/18/2018 ROW Agreement
Broomfield South WOC1211155  |0017.000 11900343c0-w5-019 (RE-ENTRY) ELEVATION MIDSTREAM LLC DISCOVERY DJ SERVICES LLC 9/18/2018 9/18/2018 10/5/2018 Memorandum of ROW Agreement
Broomfield South WOC1211155  |0017.000 11900845|CO-WE-019 (RE-ENTRY) ELEVATION MIDSTREAM LLC DISCOVERY DJ SERVICES LLC 9/18/2018 9/18/2018 ROW Agreement

North WOC1211159  |0001.000 11926212[CO-WE-001 Elevation Midstream, LLC DISCOVERY DJ SERVICES LLC 9/18/2018 9/18/2018 10/5/2018 of ROW Agreement
Broomfield North WOC1211159  [0001.000 11926212[CO-WE-001 Elevation Midstream, LLC DISCOVERY DJ SERVICES LLC 9/18/2018 9/18/2018 ROW Agreement
Houlihan 12" Gas. WOC1211569  |0012.000 12007278[CO-AD-011HOULIHAN Elevation Midstream, LLC Rocky Mountain Midstream LLC 11/14/2018 11/14/2018 12/21/2018 Memorandum of ROW Agreement
Houlihan 12" Gas. WOC1211569  |0012.000 12007278|CO-AD-011HOULIHAN Elevation Midstream, LLC Rocky Mountain Midstream LLC 11/14/2018 11/14/2018 ROW Agreement
[ Watkins 20" Gas WOC1211172  |0001.000 12017295|CO-AD-001WATKINS Eevamn Midstream, LLC Rocky Mountain Midstream LLC 11/14/2018 11/14/2018 12/21/2018 Memorandum of ROW Agreement
[ Watkins 20" Gas [Woctz11172 [0001.000 12017295|CO-AD-001WATKINS Elevation Midstream, LLC Rocky Mountain Midstream LLC 11/14/2018 1171472018 ROW Agreement
[ Wake Connector No Work Order [0001.000 13012159|X0G-EGTO-001.000 Extraction Ol & Gas, Inc. Rocky Mountain Midstream LLC 10/28/2019 10/16/2019 11/8/2019 [Assignment
[ Wake Connector No Work Order [0001.100 13012191[X0G-EGTO-001.100 Extraction Ol & Gas, Inc. Rocky Mountain Midstream LLC 10/28/2019 10/16/2019 11/8/2019 Assignment
[ Wake Connector No Work Order [0002.000 13012195[X0G-EGTO-002.000 Extraction Ol & Gas, Inc. Rocky Mountain Midstream LLC 10/28/2019 10/16/2019 11/8/2019 [Assignment
[ Wake Connector No Work Order [0003.000 13043096|XOG-EGTO-002.100 Extraction Oil & Gas, Inc. Rocky Mountain Midstream LLC 10/28/2019 10/16/2019 11/8/2019 [Assignment
[ Wake Connector No Work Order [0004.000 13043098[X0G-EGTO-003.000 Extraction Oil & Gas, Inc. Rocky Mountain Midstream LLC 10/28/2019 10/16/2019 11/8/2019 [Assignment
[ Wake Connector No Work Order [0005.000 13043268[X0G-EGTO-004.000 Extraction Oil & Gas, Inc. Rocky Mountain Midstream LLC 10/28/2019 10/16/2019 11/8/2019 [Assignment
[ Wake Connector No Work Order [0006.000 13043283[X0G-EGTO-005.000 Extraction Ol & Gas, Inc. Rocky Mountain Midstream LLC 10/28/2019 10/16/2019 11/8/2019 [Assignment
[ Wake Connector No Work Order [0007.000 13043286 XOG-EGTO-006.000 Extraction Oil & Gas, Inc. Rocky Mountain Midstream LLC 10/28/2019 10/16/2019 11/8/2019 [Assignment
[Wake Connector No Work Order [0008.000 13043288 X0G-EGTO-007.000 Extraction Oil & Gas, Inc. Rocky Mountain Midstream LLC 10/28/2019 10/16/2019 11/8/2019 [Assignment
[ Wake Connector No Work Order [0009.000 13043293|XOG-EGTO-008.000 Extraction Oil & Gas, Inc. Rocky Mountain Midstream LLC 10/28/2019 10/16/2019 11/8/2019 [Assignment
[Wake Connector No Work Order [0010.000 13043308[X0G-EGTO-009.000 Extraction Oil & Gas, Inc. Rocky Mountain Midstream LLC 10/28/2019 10/16/2019 11/8/2019 [Assignment
[ Wake Connector No Work Order [0011.000 13043320[X0G-EGTO-010.000 Extraction Ol & Gas, Inc. Rocky Mountain Midstream LLC 10/28/2019 10/16/2019 11/8/2019 [Assignment
[Wake Connector No Work Order [0012.000 1 0G-EGTO-010.500 Extraction Oil & Gas, Inc. Rocky Mountain Midstream LLC 10/28/2019 10/16/2019 11/8/2019 i
[ Wake Connector No Work Order [0013.000 13043349[XOG-EGTO-011.000 Extraction Ol & Gas, Inc. Rocky Mountain Midstream LLC 10/28/2019 10/16/2019 11/8/2019 [Assignment
[ Wake Connector No Work Order [0014.000 13043405| XOG-EGTO-012.000 Extraction Oil & Gas, Inc. Rocky Mountain Midstream LLC 10/28/2019 10/16/2019 11/8/2019 [Assignment
[ Wake Connector No Work Order [0015.000 13043409| XOG-EGTO-013.000 Extraction Oil & Gas, Inc. Rocky Mountain Midstream LLC 10/28/2019 10/16/2019 11/8/2019 [Assignment
[ Wake Connector No Work Order [0016.000 13043411[X0G-EGTO-014.000 Extraction Oil & Gas, Inc. Rocky Mountain Midstream LLC 10/28/2019 10/16/2019 11/8/2019 [Assignment
[ Wake Connector No Work Order [0017.000 13043429|X0G-EGTO-015.000 Extraction Ol & Gas, Inc. Rocky Mountain Midstream LLC 10/28/2019 10/16/2019 11/8/2019 [Assignment
[ Wake Connector No Work Order [0018.000 13043431[X0G-EGTO-016.000 Extraction Oil & Gas, Inc. Rocky Mountain Midstream LLC 10/28/2019 10/16/2019 11/8/2019 [Assignment
[Wake Connector No Work Order [0019.000 13043435[X0G-EGTO-018.000 Extraction Oil & Gas, Inc Rocky Mountain Midstream LLC 10/28/2019 10/16/2019 11/8/2019 [Assignment
[ Wake Connector No Work Order [0020.000 13043443|X0G-EGTO-019.000 Extraction Oil & Gas, Inc. Rocky Mountain Midstream LLC 10/28/2019 10/16/2019 11/8/2019 [Assignment
[Wake Connector No Work Order [0021.000 13044076 X0G-EGTO-020.000 Extraction Oil & Gas, Inc. Rocky Mountain Midstream LLC 10/28/2019 10/16/2019 11/8/2019 [Assignment
[ Wake Connector No Work Order [0022.000 13044078[X0G-EGTO-021.000 Extraction Ol & Gas, Inc. Rocky Mountain Midstream LLC 10/28/2019 10/16/2019 11/8/2019 [Assignment
[ Wake Connector No Work Order [0023.000 13044084[X0G-EGTO-022.000 Extraction Oil & Gas, Inc. Rocky Mountain Midstream LLC 10/28/2019 10/16/2019 11/8/2019 Assignment
[ Wake Connector No Work Order [0024.000 13044214[X0G-EGTO-022.100 Extraction Ol & Gas, Inc. Rocky Mountain Midstream LLC 10/28/2019 10/16/2019 11/8/2019 [Assignment
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Recording Document Number Qtr Section Section | Township | Range Tax Map 1D Legal County | Legal State County State Status 1D | Legal ID
4436596 NE4 30 N 67W |146930000046 Weld Colorado | Weld Colorado Recorded 12257668| 11918394
NES 30 N 67W |146930000046 Weld Colorado | Weld Colorado Intentionally Unrecorded 12257662| 11918394
1436596 NE4 30 N 67W |146930000046 Weld Colorado | Weld Colorado Recorded 12257668.10| 11918442
NEd 30 N 67W  |146930000046 Weld Colorado | Weld Colorado Intentionally Unrecorded 12257662.10 11018442
4436596 NE4 30 N 67W |146930000046 Weld Colorado | Weld Colorado Recorded 12827261| 12826728
NE4 30 N 67W |146930000046 Weld Colorado | Weld Colorado Intentionally Unrecorded 12827123| 12826728
Swa 34 35 64w |0181700000149 Adams Colorado | Adams Colorado Recorded 12261552| 12304368
swa 34 35 64w |0181700000149 Adams Colorado _|Adams Colorado Intentionally Unrecorded 12261549| 12304368
swa 34 35 64w |0181700000149 Adams Colorado | Adams Colorado Recorded 12261552.10| 12604316
Swa 34 35 64w |0181700000149 Adams Colorado _|Adams Colorado Intentionally Unrecorded 12261549.10| 12604316
4539652 SE4 32 6N 65W |080332400004 Weld Colorado | Weld Colorado Recorded 13596197| 13051881
4539652 Weld Colorado Recorded 13596199
4539652 Weld Colorado Recorded 13596206
4539652 SE4 32 Y 65W  |080332000023 Weld Colorado | Weld Colorado Recorded 13596208| 13051943
4539652 SE4 32 6N 65W  |080332000068 Weld Colorado | Weld Colorado Recorded 13506215| 13052037 |
4539652 Weld Colorado Recorded 13506217
4539652 W2SW4 33 6N 65W |080333000010 Weld Colorado | Weld Colorado Recorded 13596219| 13052058
4539652 Swa 33 6N 65W |080333300002 Weld Colorado | Weld Colorado Recorded 13596226| 13052246
4539652 swa 33 Y 65W  |080333000014 Weld Colorado | Weld Colorado Recorded 13596228| 13052561
4539652 Weld Colorado Recorded 13506235
4539652 SE4 33 6N 65W Weld Colorado | Weld Colorado Recorded 13506237| 13052786|
4539652 SE4 33 6N 65w |080333000016 Weld Colorado | Weld Colorado Recorded 13506239| 13052925
4539652 SE4 33 6N 65W Weld Colorado | Weld Colorado Recorded 13596246| 13101969
4539652 SE4 33 6N 65W |080333000017 Weld Colorado | Weld Colorado Recorded 13596248| 13053762
4539652 Weld Colorado Recorded 13596255
4539652 Swa 34 Y 65W  |080334000018 Weld Colorado | Weld Colorado Recorded 13506257| 13053045
4539652 Weld Colorado Recorded 13506259
4539652 Swa 34 6N 65W |080334000019 Weld Colorado | Weld Colorado Recorded 13506266 13053948
4539652 W4 3 5N 65W 096102401012 Weld Colorado | Weld Colorado Recorded 13596268| 13054106
4539652 SE4 3 5N 65W  [096103000055 Weld Colorado | Weld Colorado Recorded 13506275| 13054363
4539652 SE4 3 EY 65W  [096103000056 Weld Colorado | Weld Colorado Recorded 13506277| 13054382
4539652 Weld Colorado Recorded 13506279
4539652 SE4 3 5N 65W 096103000004 Weld Colorado | Weld Colorado Recorded 13506286| 13054403
4539652 NE4 10 5N 65W  [096110100006 Weld Colorado | Weld Colorado Recorded 13506288| 13054475
4539652 Swa 3 5N 65W Weld Colorado | Weld Colorado Recorded 13596295| 13079910
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OIL AND GAS LEASE

THIS A.GREEMENT, dated the 13th day of September, 2013, is made and entered Into by and between Timothy Mowery, a single man whose
address is 13100 Cameron Drive, Brighton, Colorade 80603, hereinafter called Lessor {whether one or more} and Sharp Lacrgy Resources, LLC,
whose address is 1700 Broadway, Suite 650, Denver, Colorado 80290-1 170, hereinafier catled Lessee,

WITNESSETH, That the Lossor, for and in consideration of TEN AND MORE ($10.00+) DOLLARS cash in hand paid, the receipt of which
is hereby acknowledged, and the covenants and agresments hereinafter contained, has granted, demised, leased and let, and by these presents does
grant, demise, lease and let exclusively unto the said Lessee, the fand heseinafter described, with the exclusive right for the purpose of drilling,
miniag, exploring by geophysical and other methods, and developing, operating, and producing therefrom oil and all gas of whatsoever mature or
kind including all hydrocarbon and non-hydrocarbon substances produced therewith (hereinafter “Leased Substances™, and to produce, save, market
and take care of sald products, being all the certain tract(s) of land situated in the County of Adams, State of Colorade, described as follows, to-wit:

TOWNSHIP 1 SQUTH, RANGE 66 WEST, 6TH PM

Section 28: That part of the W2 lying Morth of the Burlington Ditch ROW and that part lying South and East of the C B & ¢ Railroad ROW and that
part lying West of the outer toe of Bary Lake Embankment,

and containing approximately 40.50 gross acres, more or less.

Notwithstanding any particular description, it is nevertheless the intention of Lesser to include within this lease and Lessor does hereby lease,
not only the land so described but also any and all other land owned ot claimed by Lessor in the herein named survey or surveys, or in adjoining
surveys, and adjoining the herein described Jand up to the boundaries of the abutting landowners, including all lands and rights acquired or retained
by Lessor by avulsion, aceretion, 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, as well as all riparian lands and rights which may be incident, appurtenant, related or atiributed o Lessor in any
lake, reservoir, stream or river traversing or adjoining the lands described sbove, and further, all lands included in any road, caserent or right-of-way
traversing or adjoining 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.

1. TERM. This fease shall remain in force for a primary term of § (Five) yoars from this date and s long thereafier as Leased Substances
are produced in paying quantities from said leased premises or on acreage pooled therewith, or this lease is otherwise maintained in effect pursusnt to
the provisions hereol. I, at the expiration of the primary term of thie lease, Leased Substances are not being produced on the leased premises or on
acreage pooled therewith but Lessee is then engaged in drilling or re-working Operations thercon, then this lease shall continue in force so long as
Operations are being continuously prosecuted on the Yeased 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 completion or abandonment of one well and the
beginning of Operations for the drilling of a subsequent well. If after discovery of Leased Substances on said land or on acreage pooled therewith,
the production thereof should cease from any cause afier the primary term, this lease shall not termi if Lessee ¢ addidionat drilling or
re-working Operations within ninety (30 days from date of cessation of production or from date of completion of any dry hole, If Leased Substances
shal! be discovered and produced as a result of such Opcrations at or afier the expiration of the primary term of this lease, this lease shall continuc in
foree 50 long as Leased Substances are produced from the leased premises or on acreage pooled therewith, As used hereln, the term “Operations”
shall mean any activity conducted on or off the leased premises that is reasonably caleulated to obtain or restore production, including without
fimitation, (i} drilling or any act preparatory fo drilling (Such as obtaining permits, surveying a drilf site, staking a deill site, building roads, clearing a
drill site, or bauling cquipment or supplies; (i) reworking, plugging back, deepening, treating, stimulating, refitting, injecting air, gas, water, brine
and other fluids from any source, installing any artificial it or production-enhancement equipment or technique; (iif) constructing or operating
facilities related to the production, treatment, transportation and marketing of substances produced from the leased premises; and (iv) contracting for
marketing services and sale of Leased Substances.

In the event & well or wells is drilled and completed on the lands, or on the lands pooled therewith, for the purpose of developing coalbed
gas, the word “Operations” shall also mean, in addition to those matters covered in the preceding paragraphs: (1) Operations of said wells and the
consteuction and/or operation of related facilities to remove watsr or other substances from the coalbed, or to dispose of such water or other
substances, even though such Operations may not vesult in the production of hydrocarbons in paying quantities, or (2) shutting-in or otherwise
discontinuing production from said wells to allow for surface or underground mining affecting the drillsite or wellbore.

2. RENTAL. This is a PAID-UP LEASE requiring no payment of rentals during the primary term.  Unless otherwise stated herein, in
consigderation of the initial cash payment for entering this Lease, Lessor agrees that Lessee shall not be obligated, except as otherwise provided
herein, to commence or continug any Operations during the primary term. Lessee may at any time or times during or afler the primary term surrender
this fease as to afl or any portion of said land and as to any strata or stratum by delivering to Lessor or by filing for record a release or releases, and be
relieved of all obligations thereafter aceruing as to the acreage surrendered, _T,,n /(u

3. ROYALTY. For all Leased Substances that are physically produced from the leased premises, or lands pooled, unitized or communitized
therewith, and sold, Lessor shall receive as its royalty Seventeen Perceat (17%) of the sales proceeds actually received by Lessee or, if applicable,
its affiliate, as a result of the fivst sale of the affected production to an unaffiliated party, less this same percentage share of alf Post Production Costs
and this same percentage share of all production, severance and ad valorem taxes. As used in this provision, Post Production Costs shall mean ail
costs actually incurred by Lessee or its affitiate and all losses of produced volumes whether by use as fuel, line loss, flaring, venting or otherwise
from and after the wellhead to the point of sale, These costs include without limitation, all costs of gathering, marketing, compression, dehydration,
transportation, removal of liquid or gascous substances or impurities from the affected production whether or not provided by an affiliate of Lesses,
and any other treatment or processing required by the first unaffiliated party who purchases the affected production. For royalty calculation purposes,
Lessee shall never be required to adjust the sales proceeds to account for the purchaser’s costs or charges downstream of the point of sale,

4, SHUT-IN ROYALTY. If after the primary ierm one or mere wells on the leased premises or lands pooled or unitized therewith is
capable of producing Leased Substances in paying quantities, but such well or wells are either shut in or production therefrom is not being sold by
Lessee, such well or wells shall nevertheless be deemed 1o be producing in paying quantities Tor the purpose of maintaining this lease. Where Leased
Substances from a well capable of producing gas are not sold or used, Lessee may pay or ender as royalty to the royalty owners One Dollar per year
per et royalty acre included hereunder, such payment or tender to be made on or before the anniversary date of this lease next ensuing after th;e
expiration of 90 days from the date such well is shut in and thereafier on or before the anniversary date of this lease during the pefind such well is
shut in. If such payment or tender is made, it will be considered that Leased Substances are being produced within the meaning of this lease.

5. LESSER INTEREST. If Lessor owns a lesser interest in the above described land than the entire and undivided mineral estate therdin,
then the royalties (including any shut-in oil andfor gas royalty) herein provided for shail be paid the Lessor only in the proportion which Lessor’s
interest bears to the whole and undivided mineral estate, To the extent any royalty or other payment atiributable to the mineral estate covered by this
{ease is payable to someone other than Lessor, such royalty or other payment shall be deducted from the corresponding amount otherwise payable to
Lessor heveunder,
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6. ANCILLARY RIGHTS. The rights granted to Lessee hercunder shall include the right of ingress and egress on the leased premises or fands
pooled or unitized therewith, along with such rights as may be reasonably necessary to conduct Operations for exploring, developing, producing and
marketing leased substances, including but not limited to geophysical Operations, the drilling of wells, and the construction and use of roads, canals,
pipelines, tanks, water wells, disposal wells, injection wells, pits, electric and telephone lines, power stations, and other facifities deemed necessary
by Lessoe to explore, discover, produce, stove, treat and/or transport Leased Substances and water produced from other lands that share central
facilities and are jointly operated with the leased premises for gathering, wreating, compression and water disposal. Lessee may wse in such
Operations, free of cost, any ofl, gas, water andfor other Leased Substances produced on the leased premises, except water from Lessor's wells or
ponds. In exploring, developing, producing or marketing from the Isased premises or lands pooled or unitized therewith, the ancillary rights granted
herein shall apply {a) to the entire leased premises, notwithstanding any partial release or other partial termination of this lease; and {b) to any other
lands in which Lessor now or bereafier has authority to grant such rights in the vicinity of the leased premises or lands pooled or unitized therewith.
When requested by Lessor in writing, Lessce shall bury its pipelines below ordinary plow depth on cultivated lands, No well shall be located less
than 200 feet from any house or barn now on the Jeascd promises or other lands of Lessor used by Lesses hereunder, without Lessor's consem, and
Lessee shall pay for damage caused by its Operations to buildings and other improvements now on the leased premises or such other Jands, and o
commercial timber and growing crops thereon, Lessee shall have the right at any time to remove its fixtures, equipment and materials, including well
casing, from the leased premises or such other lands during the tenm of this Jeass or within a reasonable time theveafter,

7. RIGHT TO ASSIGN, The rights of Lessor and Lessee hereunder may be assigned in whole or part, and the rights and obligations of the
parties hereunder shail extend to their respective heirs, devisees, executors, administrators, successors and assi No change in ownership of
Lessor's interest {by assignment or otherwise) shall be binding on Lessee until Lessec has been furnished with notice in writing, consisting of
certified copies of all recorded instruments or documents and other information necessary to establish a compleie chain of record title from Lessor,
and then only with respect to payments thereafier made. No other kind of notice, whether actual or constructive, shall be binding on Lessee. No
present or future division of Lessor’s ownership as to different portions or parcels of said land shall operate to enlarge the obligations or diminish the
rights of Lessee, and all of Lessee’s Operations may be conducted without regard o any such division. If all or any past of this lease is assigned, no
leaschold owner shall be lable for any act or omission of any other lcasehold owner, IF Lessee transfers its interest hereunder in whole or in pan
Lessee shall be relieved of all obligations thereafter arising with respect to the transferved interest, and failure of the fransferes to satisfy such
obligations with respect to the transferved intevest shalt not affect the rights of Lesses with respect to any interest not so transferred. If Lessce
transfers a full or undivided interest in all or any portion of the arca covered by this lease, the obligation to pay or tender shut-in royaltics hercunder
shall be divided between Lessee and the transferee in preportion to the net acreage interest in this lease then held by each.

8. POOLING. Lessee, at its option, is hereby given the right and power at any time and from time (o lime as 8 recurring right, sither before
or afier production, s to all or any part of the land described herein and as to any one or more of the formations hercunder, to communitize, pool or
unitize the leasehold estate and the mineral estate covered by this lease with other land(s). fease or Jeases in the immediate vicinity for the production
of Leased Substances, or separately for the preduction of a single substance, when in Lessee’s judgment it is necessary or advisable to do so for the
conservation of Leased Substances or in order to promote the prudent development of the fease, and frespective 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 Leased Substances, may
be reformed fo exclude such non-producing formations. The forming or reforming of any unit shall be accomplished by Lessee exceuting and filing
of record a declaration of such unitization or reformation, which declaration shall deseribe the unit, The creation of a unit by such pooling, inchuding
without limitation pooling for a horlzontal corapletion, shall be based on the configuration and amount of acreage which conforms (o any well
spacing or density pattern that may be prescribed or peemitted by any governmental authority having jurisdiction to do so. The term “horizonts}
completion” means an oil or gas well in which the horizontal component of the gross completion interval in the reservoir exceeds the vertical
completion component in such reservoir. Any uait may include land upon which a well 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 ireated as if it were production, drilling or reworking Operations or a well shut in for want of a
market under this Iease. In liew of the royalties elsewhere herein specified, Including shut-in oil and/or gas royalties, Lessor shall receive on
praduction from the unit so communitized or pooled royalties only on the portion of such production allocated to this fease; such alfocation 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.

9, DELAY. Lessee’s obligations under this lease, whether express or impled, shall be subject to all applicable laws, rules, regulations and
orders of any governmental authority having jurisdiction, including restrictions on the drilling and production of wells, and regulation of the price or
transportation of Leased Substances. When Operations or production are delayed or interrupted by such laws, rules, regulations or orders, or by
inability to obiain necessary permits, lack of water, labor or material, or by fire, storm, fload, war rebellion, insurrection, riot, strike, differences with
workmen, equipment failure, rig delay, or failure of carriers to furnish transport or furnish facilitics for transporiation or lack of market in the field
for the minerals produced, or as a result of any cause whatsocver beyond the reasonable control of Lessee, the time of such delay or interruption shall
not be counted against Lessee relative to its obligations hereunder and this Iease shall remain in force during such delay or interruption and for ninety
(90} days thereafier, anything in this lease to the contrary notwithstanding, Lessee shall not be Hable for breach of any provisions or implied
covenants of this lease when Operations are so prevented or delayed.

10. BREACH OR DEFAULT. No litigation shall be initiated by Lessor for damages, forfeiture or cancellation with respect to any asserted
breach or default by Lessee hereunder, for a period of at feast 90 days afler Lessor has given Lessee wrinen notice fully describing the asserted
breach or default, and then only if Lessee fails 10 remedy the breach or default within such period. In the event the matter is litigated and there is a
final judicial determination that a breach or default has eccurred, this fease shatl not be forfeited or cancellsd in whole or in part unless and until
I.essee is given a reasonable time after said judicial determination to remedy the breach or default and Lesses fails to do so.

{1, WARRANTY OF TITLE. Lessor hereby agrees that the Fessee shall have the right at any time to redeem ;m' Lessor, by payment, any
mortgages, taxes or other Hens on the above described lands, in the event of default of paymsnt by Lessor. 1f Lesses exercises such option, Lessee
shall be subrogated to the rights of the halder thereof, and the undersigned Lessor, for itself and its heirs, successors and assigns, hereby surrenders
and releases all right of dower and homestead in the premises deseribed herein, insofar as said right of dower and homesiead may in any way affect
the purposes for which this lease is made, as recited herein, {n the event Lessee is made aware of any claim inconsistent with Lessor’s tiile, Lessee
may suspend the payment of royalties and shut-in royalties hereunder, without interest, until Lessee has been furnished satisfactory evidence that
such claim has been resolved.

12. OFFER TO LEASE. In the event that Lessor, during the primary term of this lease, receives ¢ bona fide offer which Lessor {s willing to
aceapt from any party offering to purchase from Lessor a Jease covering any or ol of the substances covered by this lease and mven'ng all ora
portion of the land described herein, with the lease becoming effective upon expiration of ihis lease, Lessor hereby agroes to nonify Lessee in writing
of said offer immediately, including in the notice the name and address of the sfferor, the price offered, and all other pertinent terms and conditions
of the offer, Lessoe, for a period of thirty (30) days after receipt of the notice, shall have the prior and preferred right and :}pﬁoy to purchase the lease
ar part thereof or interest therein, covered by the offer at the price and according to the terms and conditions specified in the offer,

13, MULTIPLE LESSORS. This lease may be executed in counterparts and all counterparts shall be construed together and shall constitute
one lease. Upon exeoution, this lease shall be binding on the signatory and the signatory's heirs, devisees, exscntors, adminikstms;ors, successors and
assigns, whether oc not this lease has been executed by all partics hereinabove named as Lessor, The word “Lessor,” as used in this lease, shall mean
any one or more or all of the parties who exccute this le:msfT as Lessor.

2
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N WITHESS WHEREOF, this instroment is executed as of the date first above written,

w N —

Timothy querv p
f,

COUNTY OF ﬁ%
)
STATE OF & f’ZéD }

O this da\'& of,

ACHEMOWLEDGMENT--INDIVIDUAL

2013, before me personally appeared Timothy Mowery, personally known 10 me to be the person who

exeouted the within and foregol g n ument, and scknowiedged o me that he exewﬁcd the same as his free ot and deed for the uses, purposes and

in the capaeity therein set forth,

WITNESS my hand and official seal.

! m&;az Wh
i Notaty Public
i siote of Cmgmd

my ﬁcmmmﬂmﬁmit
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Total'Pa
Carly Koppes - Clerk and Recorder, Weld County, CO

PRODUCERS 88-PAID UP
OIL AND GAS LEASE

. 0
THIS AGREEMENT is made and entered into on the {2~ day of May 2020, by Horizon Resources I, LLC whose
address is 2150 W. 29" Avenue, Suite 500, Denver, CO 80211, hereinafier called Lessor, {whether one or more). and

Extraction Qil & Gas, Ine. whose address is 370 17 Street, Suite 5300, Denver, CO 80202, hereinafter called
Lessee:

WITNESSETH, That the Lessor, for and in consideration of TEN AND MORE DOLLARS 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
tand hereinafter described, with the exclusive right for the purpose of drilling, mining. exploring by geophysical and
other methods. and operating for and producing therefrom oil and all gas of whatsoever nature or kind, specifically
including helium, carbon dioxide, and coalbed methane and any and all substances produced in association therewith
from coal-bearing formations, dewatering of coalbed methane, using methods and techniques which are not restricted
to current technology, including the right to conduct exclusive geophysical and other exploratory tests; with ingress and
egress for rights of way and easements to construct and maintain pipelines, roads. water wells, disposal wells,
injection wells, pits, tanks. ponds, electric and telephone lines, and erection of structures and other facilities thereon.
and the exclusive right to inject air, gas, water, brine and other fluids from any source into the subsurface strata, and
any and all other rights and privileges necessary. incident to, or convenient for the economical operation of said land,
alone or conjointly with neighboring land, and the injection of air, gas. water. brine, and other fluids into the subsurface
strata, to produce, save and take care of said products, all upon that certain tract of land situated in the County of
Weld, State of Colorade, described as follows. to-wit:

Township 5 North, Range 65 West of the 6 P.M.
Section 7: Part of the SE/4SW/4 being more particularly described as: Lot 811, Block 8, Glenmere Park Subdivision,

City of Greeley, State of Colorado also known as 1930 19" Avenue. Greeley, Colorado 80631,
Including all strips and parcels of land contiguous thereto or in said section.

Contnining 0.4093 acres, more or less (the “Premises™);

In addition to the lands described above, Lessor hereby grants, leases and lets exclusively unto Lessee, o 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, appurtenant, related or aitributed to Lessor in any lake, stream or 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-of-way traversing or adjoining 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 focated.

1. It is agreed that this Lease shall remain in force for a primary term of three (3) vears from this date and as
long thereafter as oil or gas of whatsoever nature or kind is produced from the Premises or on acveage pooled,
communitized or unitized 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 Premises or on acreage pooled.
communitized or unitized therewith but Lessee is then engaged in drilling, re-working, or dewatering operations
thereon, then this Lease shall continue in force so long as such operations are being continuously prosecuted on the
Premises or on acreage pooled. communitized or unitized therewith: and such operations shall be considered to be
continuously prosecuted if not more than one hundred twenty (120) consecutive days shall elapse between the
completion or abandonment of one well and the beginning of operations for the drilling of a subsequent well. If after
discovery of oil or gas on said land or on acreage pooled, communitized or unitized therewith. the production 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 one hundred twenty (120} days from the date of cessation of production. or
from the date of completion of a dry hole. 1f 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 Premises or on acreage pooled, communitized or unitized therewith.

2. This is a PAID-UP LEASE. In consideration of the cash down payment, Lessor agrees that Lessee shall not
be obligated, except as otherwise provided herein, to commence or continue any operations during the primary term.
Lessee may at any time or times during or after the primary term surrender this Lease as 1o all or any portion of said
land and as to any strata or stratum by delivering to Lessor or by filing for record a release or releases. and be relieved
of all obligations thereafter accruing as to the acreage surrendered.

-

3. In consideration of the Premises, Lessee covenants and agrees:

1%, To deliver to the credit of Lessor, free of cost, in the pipeline to which Lessee may connect wells on the Premises,
the equal 20.00% part of all oil produced and saved from the Premises.

2", To pay Lessor as royalty, on gas and the constituents thereof produced from the Premises and sold or used off
the Premises or in the manufacture of products therefrom. the market value at the wellhead of 20.00% of the product
sold or used. All rovalties paid on gas sold by Lessee or used off the Premises or used in the manufacture of products
therefrom will be paid after deducting from such royalty Lessor’s proportionate amount of all post-production costs.
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including but not limited to excise. production, and severance taxes, gathering and transportation costs from the
wellhead to the point of sale, treating, compression, and processing costs. On product sold at the well, the royalty
shall be 20.00% of the net proceeds realized from such sale. after deducting from such royalty Lessor's proportionate
amount of all of the above post-production costs and expenses, if any.

3" In calculating royalties on production hereunder, Lessee may deduct Lessor’s proportionate part of any ad
valorem, production and excise taxes, as well as other post-production costs, as described above.

4. If after the primary term one or more wells on the Premises or lands pooled, communitized, or unitized
therewith, are capable of producing oil or gas or other substances covered hereby, but such well or wells are either
shut in or production therefrom is not being sold by Lessee, such well or wells shall nevertheless be deemed to be
producing for the purpose of maintaining this Lease. If for a period of ninety (90) consecutive days such well or wells
are shut in or production therefrom is not sold by Lessee, including dewatering of coalbed gas, the Lessee shall pay
an aggregate shut-in royalty of one dollar per acre then covered by this Lease, such payment to be made to Lessor on
or before the anniversary date of this Lease next ensuing afier the expiration of the said ninety (90) day period and
thereafter on or before each anniversary of date of this Lease while the well or welis are shut in or production
therefrom is not being sold by Lessee: provided that if this Lease is in its primary term or otherwise being maintained
by operations, or if production is being sold by Lessee from another well on the Leased Premises or tands pooled.
communitized or unitized therewith, no shut-in royalty shall be due until end of the next following anniversary date
of this Lease that cessation of such operation or production occurs, as the case may be. Lessee’s failure to properly
pay shut-in royalty shall render Lessee liable for the amount due, but shall not operate to terminate this Lease.

5. If said Lessor owns a less interest in the Leased Premises than the entire and undivided fee simple estate
therein, then the royalties (including any shut-in royalty) 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 shall have the right to use, free of cost, gas. oil. and water produced on the Leased Premises for
Lessee’s operation thereon.

7. The rights of Lessor and Lessee hereunder may be assigned in whole or part, by area or depth or zone and
the rights and obligations of the parties hereunder shall extend to their respective heirs, devisees. executors,
administrators, successors and assigns. No change in ownership of Lessor’s interest (by assignment or otherwise)
shall have the effect of reducing the rights or enlarging the obligations of Lessee hereunder, and no change in
ownership shall be binding on Lessee until sixty (60) days after Lessee has been furnished with notice from Lessor
and then only with respect to payments thereafter made. No other kind of notice, whether actual or constructive, shall
be binding on Lessee. No present or future division of Lessor’s ownership as to different portions or parcels of the
Premises shall operate to enlarge the obligations or diminish the rights of Lessee, and all Lessee’s operations may be
conducted without regard to any such division. In the event of death of any person entitled to shut-in rovalties
hereunder, Lessee may pay or tender such shut-in royalties to the credit of the decedent or the decedent’s estate. 1f at
any time two or more persons are entitled to shut-in royalties hereunder, Lessee may pay or tender such shut-in
rovalties to such persons either jointly, or separately in proportion to the interest which each owns. If Lessee transfers
a full or undivided interest in all or any portion of the Premises, the obligation to pay or tender shut-in rovalties
hereunder shall be divided between Lessee and transferee in proportion to the net acreage interest in this Lease then
held by each. If Lessee transfers or assigns its interest hereunder in whole or in part. Lessee shall be relieved of all
obligations thereafter arising with respect to the transferred interest, and failure of the transferee to satisfy such
obligations with respect to the ransferred interest shall not affect the rights of the Lessee with respect to any interest
not so transferred. 1If 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.

8. 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 Premises and as to anyone or more of the formations
hereunder to pool, communitize or unitize the leasehold estate and the mineral estate covered by this Lease with 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 or advisable to do so, and irrespective of whether authority similar
to this exists with respect 1o such other land, lease or leases. Likewise, units previously formed to include formations
not producing oil or gas, may be reformed to exclude such non-producing formation. The forming or reforming of
any unit, pooled area or communitized area shall be accomplished by Lessee executing and filing of record a
declaration of such unitization, pooling or communitization or reformation, which declaration shall describe the unit,
pooled area or communitized area. Any unit, pooled area, or communitized area may include land upon which a well
has theretofore been completed or upon which operations for drilling have theretofore been commenced. Production.
drilling. dewatering or reworking operations or a well shut in for want of a market anywhere on a unit, pooled area
or communitized area which includes all or a part of this Lease shall be treated as if it were production. drilling.
dewatering or reworking operations or a well shut in for want of a market under this Lease. In lieu of the rovalties
elsewhere herein specified, including shut-in gas royalties, Lessor shall receive on production from the unit, area or
communitized area, royalties only on the portion of such production ailocated to this Lease: such allocation shall be
that proportion of the unit. pooled area or communitized area production that the total number of surface acres
covered by this Lease and included in the unit. pooled area, or communitized area bears to the total number of surface
acres in such unit, pooled area, or communitized area. In addition to the foregoing, Lessee shall have the right to
unitize, communitize. pool, or combine all or any part of the Leased Premises as to one or more of the formations
hereunder with other lands in the same general area by entering into a cooperative or unit plan of development or
operation approved by any governmental authority 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 requirements of this Lease, express or
implied, shall be satisfied by compliance with the drilling and development requirements of such plan or agreement,

XOG_RMMO0000181648



Case 20-50840-CSS Doc 43-1 ‘P‘gg@ggg)ﬂ@/’éézo Bagé™87 of 159

and this Lease shall not terminate or expire during the life of such plan or agreement. 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,

9. For the same consideration(\wecimd above, Lessor hereby grants, assigns and conveys unto Lessee, its
successors and assigns, a perpetuat-subsurface well bore easement under and through the leased premises for the
placement of well bores (along routes selected by Lessee) from oil or gas wells the surface locations of which are
situated on other tracts of land and which are not intended to develop the leased premises or lands pooled therewith

and from which Lessor shall have no right to royalty or other benefit. Sueh subsurface-well-bore-easements-shati-run
. | . I, )
0. Lessee’s obligations under this Lease shall be subject to all applicable laws, rules. regulations and orders of

any government authority having jurisdiction. including restrictions on the drilling and production of wells, and
regulation of the price or transportation of oil, has or other substance covered hereby. This Lease shall not be
terminated, in whole or 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.

11. When drilling, reworking, production or other operations or obligations under this Lease are prevented or
delayed by laws, rules, regulations or orders, or by inability to obtain necessary permits. equipment, services material,
water, electricity, fuel, access or easements, or by an act of God, strike. lockout. or other industrial disturbance, act
of the public enemy, war, blockade. public riot, lightening, fire, storm, flood or other act of nature. explosion. fracking
bans. governmental action, governmental delay. restraint or inaction, or by inability to obtain a satisfactory market
for production in Lessee's opinion, or failure of purchasers or carriers to take or transport such production, or by any
other cause, whether of the kind specifically enumerated above or otherwise, which is not reasonably within control
of the Lessee, this Lease shall not terminate because of such prevention or delay and at Lessee’s option, the period
of such prevention or delay shall be added to the term hereof. Lessee shall not be liable for breach of any provision
or implied covenants of this Lease when drilling. preduction, or other operations are so prevented or delayed.

12, No litigation shall be initiated by Lessor for damages, forfeiture or cancellation with respect to any breach
or default by Lessee hereunder, for a period of at least 90 days after Lessor has given Lessee written natice fully
describing the breach or default, and then only if Lessee fails to remedy the breach or default within such time period.
In the event the matter is litigated and there is final judicial determination that a breach or defanlt has occurred, this
Lease shall not be forfeited or cancelled in whole or in part unless Lessee is given reasonable time after said judicial
determination to remedy the breach or default and Lessee fails to do so.

b
[y

14, Should any one or more of the parties hereinabove named as Lessor fail 10 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 Lessec.

\
15. Lessor WW%MWWMM&MMW 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, I Lessee redeems any such fien. Lessee
may recover any amount expended out of Lessor royalties or shut-in royalties.

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

Vo

Horizon\Resources I, LLC
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INDIVIDUAL ACKNOWLEDGMENT

STATE OF C}ziamab oy

COUNTY OF JL%M B ;Ss;

The forgoing_instrument was acknowledged before me this ‘Z:H‘\L‘l\ ot q\ 2020,
by . Y\ ~Jtome hnown to be the identical personts) described herein, and Who exe ccuted the within
and mrcgmnu instrument of writing and acknow ledgment to me that he she duly executed the same as his her free
and voluntary act and deed for the uses and purpose therein set forth,

WITNESS my hand and official seal.

My Commission Expires: ["\ﬂlj q' 902"]

Stzmture Notan Public

JESSICA KEIKO DEMBECK
NOTARY PUBLIC Name Notary Public (printi: %\La, %l m

ng;.rs OF COLORADO Qo
ARY ID 20164017823 N
MY COMMISSION EXPIRES MAY 9, 2024 Notary Public in and for the State of’ ; o
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RECEPTION#: 2017000053888, 06/23/2017 at 08:08$:24 AM, 1 OF 2, TD Pgs: 0 Doc
Type:068 LS Stan Martin, Adams County, CO

PRODUCERS B8-PAID UP.
Rev. 5-60 No. 2

OIL AND GAS LEASE

AGREEMENT, Mede and emored fnip the  2nd day of June, 2017, by and berwesn_Alhert §. Rodrigusz, whose address is 18100 E. 136 Avenue, Brigtwon, CO

805037013, thorcinafter called Lessar, whether onc or more) and HRM Resources I, LLC, whose eddress is 410 17° Strest, Suite 1600, Denver, CO 80202 (hereinafter
called Lesses)

WITNESSETH, 'l'hz( the Lessor, for and in consideration of Ten and More ($10.00) DOLLARS cash in hand paid, the reoeipt of which is hereby acknowledged, and the

: s tnd ined, buss gromed, demised, feased and bet, aad by these presents does grans, damxlens:mdlaudmvdymlout:smdlwxlhehnd

h fier ds with the exetusi nxhI‘mlh:pwpmenl’drmmg,minm&aplmgbygwp)uun)mdmhnmuhods,md ing for 8nd goodi herefrom oil and al)

&as, to include coalbed methane gas, of whatsoever nuwre or kind, together with the right t consruct end minuin pipelines, welephone and elecirie lines, tmkg ponds, roadways,

ploats, equipmen, and structures theyean (o produce, mvcmd mkemorssxd oil nm: gus (wku:h fright shall include specificaliy a right-ofway and easement for ingsess to and egress

hmsuxdlmdsbyl.ssu;muu i ugansor TECESATY D OF with the i mdnmmmcfmpiphs.:dmhmmdmmmb.
pands, planis, and o mdhnd:mpmdmgnvemdmkcmahheo.l and gas), and the exclusive ndntmmm air, gag, wstey, brine und otber fuids
from nny source inio the subsurfsce suste, nndmyurﬂnlluhanghls snd privileges noeessary, incident 10, or jent for e ion of said tand, sione o7 conjoinily
with tand, for G production, saving and taking eare of ofl and gas (inchuding dewatering of coatbed gas wells), and the injection of eir. gas, water, brine, ond ciley fluids
into the subsurface strota, said tands being situmed in the Coungy
of. Adams State of Colomda ~__, deseribed us foblows, to-wits

Toemship | South, Range 66 West of the 62 P,

Section 28: A tract in the NYANY% Section 28, Township § South, Range 66 West, 6° P2., described as followa:. B e

of suid Seztion 28; thence East slong the North tine of Section 28 » distanes of 1262.6 feet 1o the True Point of B:gmmng, lh:nce Smuh 109 feey;
thence East 400 feet; thence North 109 fest; thence West 400 foct 10 the Tmz Point of Beginning conmining 1 nere more or less.

“Notwithstanding anythiag to the contrary in this Oll sud Gas Lease, any and sli reference, in paragraph 3, ruglrdlnq rvynlly Imteresy, Is hereby and by this . .
veference hereto, smended to read fifteen pervent (15%) royalty -

In addition to the tands described above, Lessor hereby grants, lexses and feis exchsively unto Lessse, 1 the seme extent as if specifically described, lands which are owned of
claimed by Lessor by one of the fol)mvmx reasons (I)nll Imd.smdnpnu 2cquised of rerained by evulsion, sseretion, rdistion or atherwise as the result of a change in the boundaries

or cemerlime of any river or stream ng of edj ibe kands d above; (2) all rigarian lands and sights which are or may be incident, apprnienan, related of stribuned to
lnswlnalvhl:.stmomm g or djorin thclm'e ibed above by virtue of Lessor's ownership of the lands described above; (3) all imds incluged in sny roag,
aszment or fight-ofaray ng o adjsining the lands d nbovcv-hxh we or my be meident, appuicna, relaied or atiributed €0 Lessor by vinee of Lessor's ownership
ofmclwdsdambdnbovc.md(é)allﬂnpswmor' 3 dj; o the lands deseribed sbove owned o7 acquired by Lessor through sdvemse possession o ofher

simitar stnnes of the siate in which the lands are focoted.
For purposes of payment of rentals and soyaltics, Lessor end Lessez agree thot the tease sholl be wemed as covering 14 scves, whatever move o7 Jess.

lkuasrwdthﬂmslese:hﬂlmnmmbmfmnlmofﬁuuﬁ)mﬁom!hndmemdmkmgthamﬂamvﬂorpuor h noture o kind s prod from
said teased premises o7 o sacage pooled therewith, o drilling itms are d 85 hercinafier provided. 1 o8 the expirmtion of the pri ,mmoflmhsz.uilmgmisml
bea;pmdwdonlh:)memonm&mleﬂlha:wuhmbmxulhmmdmdnllmg,Mmkmwmmmamlmstmmdubumﬂmmc
in farce 5o Jong being don the leased p and sperations shatl be considered to be conti

i riot more thas one hmdmd axmyu 80) days shau einpse berween the wmp!dwn or abandenment of one well nmj the beginning of operations for the drilling ofa sulsmml well,
if after discovery of oil or gus an said land of an acrenge pooled thevewith, the production thesen! should cense from any cause afier the primary term, this lease shall not tarminste if
Lessee comumences additional drilling or re-working opeimtions withinainety {50) days from date of ion of production or from dae of levion of dry hole. If ofl or gas shal)
be discovered and produces 5 o result of such operations at or afler the expiration of the primmry term of this fense, this fease ghall continue in foree so Jong as ail or gas is produed
from the leased premises o1 on acreage pooted thevewith,

1. 'nmunPAlD-UP LEASE. In considerution of the down cash poymen, Lessor agrecs that Lessee sholl not be obligaed, except a3 otherwise provided berein, to commense
or during the primary temm. Lmemnynlmyumeorlm:sdmmaﬂaﬂwpnmwu:rmmudalhsmmloulummmolmdmﬂwmw
B0y strem or sraum by delivering to L&orby filing for record o release or relenses, end be relieved of ol obligntion thereafter soruing s 10 the aresge surrendered.

3. o consideration of the premises the said Lewseo covenams and agrees:
1. To deliver 10 the credit of Lessor, free of cosy, in the pipeline to which Lessee may commeet wells onssid land, the equal ons-<ighth {1 /Bth) part of ol off produed and saved
from the leased premises.
lﬂmLesseeshllwyLm.uwylhy.pnm inchuding cesinghend gos o1 other paseous substancrs, produces fram the beased premises oud sold o1 used off the promises
or used i the manufacture of gasoline or othes products, the markel value st the well of oasveighth of the gas sold or used, provided that on gas sold the royahy shatl be one
cighth (4/8th) of the sount reatiend from such sale. The smount realized from the sale of gas shall be the price estnblished by the gas sales contrast entered inio in good faith
by Lessee and a znspumhnsuforn:hl:rmmﬂmdusuebwzdmonsnnmmsmmwmdendx.wym\}:lommwhmlhewell is locmed. “Price” shull mean the net
amount received by Lessee after giving effest 10 sppli g y tder snd afier appliestion of any appl price adj l;)a:lﬁd in such contract oF regulatory
onders. Lessor end Lessee agree Uit costs that are customary b the ores which are intorred by Lessee in i ing gas 10 8 pipcline
or processing plant mny be deducted fom the royrly paid to Lessor,

3%, o pay Lessar for gas produced from any ofl oell and used off the premises or in the manufecure of gassline ar any other product 8 royalty of ane-eighth (1/8th) of the

proceeds, o1 the mouth of the well, payable at the prevailing markes e

4. lx‘.mlhccxpunwnohhcpmmrymornnnynmeornm:du:mhu—!hu:cunyw:“onllclmﬂ i her capable of produsing of) or gas o subject to dewnicring
operxtions, then this lzase shall not teminate so long es guch well is sha in o7 sudh ds continue. For each such well, lmshﬂ}puyenmdatolmmmvl.usor s
successor or essigns One Dollar per yveur per ast mineral ooye reined hmndn such paymmv or iender to be made on or before the anniversary date of this brase next ensuing afier
Iheeqnn:mnfOOdayshumlhedmcsvﬂwdlsshmmor heveafier on or before the annk ,&naohhu]mdmmglhcunndm:hwd)uﬁul
in or isin a dewatering phase. Lessee’s ffhure 10 pay o7 tender, o properiy poy nrwn_d:!. my:nehmch:n render Lessce biable for the emoant due but i shsll not opesaie 1o terminae

5. 1f 50id Lessor owns @ Jesses intorest in the sbove described land than the entise and undivided fre simple estate thernin, then the royalties {including any amoum doe as
described in paragragh # 4 above) herein provided for shall be paid the Lessor enly in the proponios which Lessor's imerest bears to the whole and undivided fee.

6. Lessee shall hove the right 1o use, frer of cosi, gus, of} ond waner produced on said lond for Lassee’s opermiion theveon, except water from the wellsof Lessor, |

7. When reguested by Lexsor, Lessex shalt bury Lessoe’s pipetine below plow depth.

8. No well shall be drilled neares than SO0 fest 10 the house or bam now on taid premises withom written consent of Lessos.

9. Lessce shall poy for damages cgused by Lessee's aperstions 10 growing crops on said knd.

10, Lessee shall hove the right 8t any tims o remove all machinery and fixtares placed an said pramises, inchuding the right to draw ond remove casing. ,

¥l The rights of the Lessar and lcucha:md:rmlybeassiguad in whele or in pot. Mo change of ownership of Lessor's interest (by assignment or otherwisz) shall be
binding on Lesser untl) Lesses has been furnished with notice, consisting of centified copits of all recorded i ar and other 10 estoblish o
completc chain of record title from Lessor, and then only with respect mpu)mkslb:mﬂa made, No other kind of notice, whether actual ar constasctive, shol) be binding on Lessee.
No present of future division of Lessor's ownarship as 1o diffient pontives or parcels of said land shell operate 1o endarge the obligntions or diminish the rights of Lessee, and ait
Leaser’s operetions may be condurted withowt regard to &ny such division. 17 ol or any pan of this lease is assignad. no leasehold owner shel be Hable for my ozt or omission of any
othzy leaschold owner,

12, Lexsoe, a1 its option, is hereby given the right and poser 51 ey time and fom time 10 time 25 & reawring rght, sither before o sfier produstion, e 10 all or moy part of the
land described berein and es to any one of more of the formations heveundey, o pool or unitize the kasehold estpte end the mineral estme covered by this lense with any other land,
leasc or leases in the immadiate vidinity for the produstion of oll and gas, or scpamely for the production of elther, when in Lessee’s judgment i is necessary of sdvissblc 1o do 0,
and imespective of whather anibority gimilar 1o this exiss with respeet 10 such other -dang, tease or leases, Likewise, units previously formed to inchude formations not producing oil or

s may be mfmmd w :azhﬂe.nu:h The forming ol'nny unit shall be sccomplished by Lessex exeeming ang fling of record & d::lurnl:an
of sueh uniti ion, which & i shnlmam'bekheuan Aﬂymhmymdud:lmdupmwhlchnwdlha.s b fore been upan which op

for drilling heve heretot been Prod drilling or reing operati mnv.dl:hmmfnrwamnfnmrlra-nywhn:on-nnnuhmhuduﬂanllunp:ﬂof
this fease shall be tremied as i §t wese producion, drilling or uawd]shﬂhfmwm\eumnundumnm mlmulmwwluaemmm

specifisd, inchading stutdn royultics, Leasor sholi receive on produstion from the unit s0 poolad royahizs anly on the portion of such production nf) d to this lease; such all

shall be that propontion of the unh preduction that the total number of surface gores coverad by this lease and inchuded In the msxbon 1o the 1otal number of surface acres in sasch wnht
and stall be subject 10 paragraph # $ sbove. In addition 1o ihe loregoing, Lessee shall bave the right to unitize, pool or combine all of any pen of the ebove Gescribed Lends 8 10 ane
or more of the formations thercunder with other lapds in the shme general ares by entering into o cooperative or unit plan of development or operotion spproved by any govemmental
ogency having euhority to do so end, [runimuzm(mgwhhhkupwovﬂ.lomndﬂy,dmpm|mlmmmynmhphnmsmmnnuxnmmmlmmhmm

provizions of this lease shall be deemed modified to conform o the terms, and pr of such app or unii pian of development oF operntion and,

all drilling and i of this lease, express or implied, ehml'lbem:dlmhy i with the drilling and of such plan or
agrecroent, snd this leose shall not tmmueorapuedumg the fife of such plan or agreement. In the event thas soid above deseribed lndsmmypmthamt shall hevesfier be
opermed underuny such unh plan of or Mtuebym: s atiocated o differem pontions of the kand covered by said plan, then
the ion aflocaied 1o noy wrnct of laad shafl, for the pup f the royalty 10 he made h des 10 Lessor shalt be bnsed upan produam only as
so sliocowed. Lessor shall formally express Lessar’s consent to amy i unil plen of devel of opermion adapted by L d app by any g | sgeacy

by sxecating the swac upon roquest of Lessee,
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13, Albexpress » implied covenants of this lease shall be subjeet 10 ol Fedesal and State Luws, Executive Orders, Bules or Regulations, and this keose shall nat ba twnininated,
in whole or in yrart, nor Lessoe held Hable in damages, for failere to comply therewith, if enmpliance is prevented by, or if such Gilure is the resalt of, sny such Law, Onler, Rule or
Regulution.

14, Lessor hereby warranis and :;r-:t:s to slefend the title 1 the kiads hwvein deferibed, and oprees that the {assee sholl have the sight ol uny time  redeem foe Lessor, by
Puynient. any mOAZAg, 1a%es or nthcs e { bed tunds, in the event of default of payment by Lessor and be subroguted 10 the righis of the hodder thetenf, and the
unduisigned Lessoss, for thansclves and tieir h and assigns, herehy surrender andd evlease alt sight o dower and homesivand in the premises deseribed herein, insot as
said right of dower and homestead may in ony way uffeet the purposes for which this Jease is madu, 2s recited hescin

15, When dn!lmg, pn)duuwnw uviher operations are delayed., interrupied o stopped by foek o water, labor, malarial. inability to obain’ocvess 6o leused premises, fire, foed,
war. rebellion, msurction, sing, surike. differences with workmen, tailure of carriers o tanspart of fumish facitisics for iwansponation of any praduct pracuced hereunder, lack of
arailuble or satisfaciory marken, in Lessec's opinien, for the ofl or gus producad. or as & resull of an ardes, or uay ban oo hydraulic Facluring by any city, evunty, state or government
authority, of failure to issuc punnits, or the apprmval o any gavernmenta) agency, (incliding bt not limited 10 onturs restricting production) of as & result of any cuvse beyonud the
control of Leseuy, ihe tite of such delay, interruption or stoppape shallnot by counted against the Lessee under any provision of this lease, and this Jease shall not wsntnete by reason
of any such detay, interupiion or steppage, and poried of such delay, intervuption ar sisppoge shall be sddud 10 the temm of this Lase.

16, Should any one or more of the panies sereinahove named ag Lessor fail (o cxecute this lesse, it shall acvertheloss be binding upon olt sech parties who do exesote it as
Leswr. The wond “Lesson,” as used in this fease, shall mean any one o nore o all of e panies win eyacute this lease as Lessor, Allthe provisions of this leasc shall be binding on
the heirg, successors and assigns of Lessnr and Lessec,

17, Inthe even Lessur eonsiders thay Lesser has not plicd with all its ohligati either express of implicd Lesser shall notify Lessue in writing, sciting ot
speeifically in what respeets Lensee has breached this lease, Lovsee sholl ten huu. sitty (60) duys ofiey reccipt of said notice within which wmuct o1 commmee to teat wll or any
part of the breaches alicged by Lessor. The servive of said nutice shall be precedent ia the bringing of sny action by l.essor on said lease for any couse. oad ao such actiam shall by
braught wntit the 1apse of siaty {61 deys atter service of such aotice oa Lessee, Neliher the service of said notice nur the doing of any aets by Lesses aimted 10 meet alk or any of the
sltegen breachus shall be deamed an adimicdun or presumption Ih.'u Lusses haa failed 1o perform ali its obligatinns hecownder, This Tease shall aever be fnrivited or cancelled for filure
to pueform in whole or in pant any plis implicd 3 or dations until 3 judicial d instion is mate that sech filwe exists and Lessee faits within 3 reasonable

uring the rnmmvlum of this leasw, Lessor reccives, from a thied punty, in o wsms-ength transuciion, a boua fide offer, which Leaswr iswilling to' aceept, 1o purchase ™ ~ =~
{ease an 2l o7 ony past of the fease premisas with (ka lease hecoming offective on the expization of this lease, Lessor agrovs io immudiately natify Lessee, in writing, of the offer,
including in the notice the nome sad arddress of the offeror, the price affered and al) of the pertinen tenns of the offur. Lessec shall have 15 days from the date of receip of Lessor's
written novice within which to ctew 10 purchuse a new Tease o any pant of the lands that see suljest i this lease 21 the same price and oo the sane temw and conditions as speeified in

the third pany offer, Al affcrs made a1 tines up to and inchuding ihe fast doy ol the primary term of this lease shall be subject to the terms and conditions of this provisina. in the

event Lessee vlects to purchase the new tease it shall notify Lessor in writing prior to te expiration of the 15 day perind. Lessee shall prompily furnish Lessor the mow Jease for
eaceution by Lessor, together with Lesser's payment of e hunus, as specificl in the offur, as consideration for the new fease. Upon receipt, Lessor shall promptly exceue the new

lease and retm it 1o Lessee. Lessee's failin: to respoad 1o Lessors writlen notice within the §35 day periad sholl be decined an election by Lessee not to perchase ihe new fease, At

that time, Lessir shald e free to execute the new fease in favor of the shird panty otferer.

IN WITNESS WHEREOP, this instrument is exceuied as of the dure first shove written.

s GL\)Q\}‘ q Qcé}\‘l—(’y*v“\ By,

Numr Name
Alren ). Rexdriguez

ACKNOWLEDGMENT-INDIVIDUAL

BEFORE ME, the undersigned, a Natary Public, in and for said County and Sinie, on this \ U\ day of \Si M 2047
personaily nn;stnrtdﬁ\mﬂ_)‘zﬁau&mx e known to he the identienl porsonts) deserdbed in and who exeeuted the within and foregning instrament of writing and
acknowledgad 10 me thin NG dudy executed the sanie as fice ond voluntary act and dewd for the uses and pusposes thercin sct forth,

[N WITNESS WHEREQF, | have horcunto set my hand and atfixed ray nitarinl seal the day and year Ins ahave wntien,

My Commissi Eqﬁmt@%'&o\c‘ @/ﬁ‘)/uﬂu

- Kt ury Public
Address:

STATE OF COLORADO
NOTARY ID 20154007562

ELIZABETH AITCHISON
NOTARY PUBLIC ~*
HY COMMISSION EXPIRES FEBRUARY 23, 2018
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OIL AND GAS LEASE

AGREEMENT, Made and entered into the 2nd day of June, 2017, by and between_Albert J. Rodriguez, whose address is 18100 E. 136® Avenue, Brighton, CO
80603-7013, (hereinafter called Lessor, whether one or more) and HRM Resources I, LLC, whose address is 410 17" Street, Suite 1600, Denver, CO 80202, (hercinafter

called Lessee).
WITNESSETH, That the Lessor, for and in consideration of Ten and More ($10.00) DOLLARS cash in hand paid, the receipt of which is hereby acknowledged, and the
and hereinafter contained, has granted, demised, lcased and let, and by these presents does grant, demise, lease and let exclusively unto the said Lessee, the land

4
hereinafler described, with the exclusive right for the purpose of drilling, mining, exploring by geophysical and other methods, and operating for and producing therefrom oil 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 lands by Lessee, or its assignees, agents or permittees, necessary to or associated with the construction and maii of such pipeli lephone 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 1o inject air, gas, water, brine and other fluids
from any source into the subsurface strata, and any and all other rights and privileges necessary, incident to, or convenient for the economical operation of said land, alone or conjointly
with neighboring land, for 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 Adams State of Colorado __, described as follows, to-wit:

Township | South, Range 66 West of the 6" P.M. )

Section 28: A tract in the NaNY Section 28, Township 1 South, Range 66 West, 6™ P.M., described as follows: Beginning at the North quarter corner
of said Section 28; thence East along the North line of Section 28 a distance of 1262.6 feet to the True.Point of Beginning, thence South 109 feet;
thence East 400 feet; thence North 109 feet; thence West 400 feet to the True Point of Beginning containing 1 acre more or less.

*Notwithstanding anything to the contrary in this Oil and Gas Lease, any and all reference, in paragraph 3, regarding reyalty interest, is hereby and by this
reference hereto, amended to read fifteen percent (15%) royalty

In addition to the lands described above, Lessor hereby grants, leases 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, appurtenant, related or attributed to
Lessor in any lake, stream or 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-of-way traversing or adjoining 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 located.

For purposes of payment of rentals and royalties, Lessor and Lessee agree that the lease shall be treated as covering ____1.0_acres, whalever more or less.

1. 1t is agreed that this lease shall remain in force for a term of three (3) 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 hereinafier 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 conti 1y pr d 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 completion or abandonment of one well and the beginning of operations for the drilling of a subsequent well.

" 1f afier discovery of oil or gas on said land or on acreage pooled therewith, the production 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. Ifoil 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 pooled therewith.

2. This is a PAID-UP LEASE. In consideration of the down cash payment, Lessor agrees that Lessee shall not be obligated, except as otherwise provided herein, to commence
or continue any operations during the primary term. Lessee may at any time 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 thereafier 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 cost, in the pipeline to which Lessee may connect wells on said land, the equal one-eighth (1/8th) 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 premises
or used in the manufacture of gasoline or other products, the market value at the well of one-eighth of the gas sold or used, provided that on gas sold the royalty shall be one-
cighth (1/8th) 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 adjustments specified in such contract or regulatory
orders. Lessor and Lessee agree that costs that are customary in the area which are incurred by 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 one-eighth (1/8th) of the

proceeds, at the mouth of the well, payable a1 the prevailing market rate. .

4. If, at the expiration of the primary term or at 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 One Dollar 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 commences and thereafter 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. If 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 shall have the right to use, free of cost, gas, oil and water produced on said land for Lessee’s operation 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 500 feet to the house or barn now on said premises without written consent of Lessor.

9. Lessee shall pay for damages caused by Lessee’s operations to growing crops on said land.

10. 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.

L. 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 on Lessee.
No present of future division of Lessor’s ownership as to different portions or parcels of said land shall operate to enlarge the obligations or diminish the rights of Lessee, and all
Lessee’s operations may be conducted without regard to any such division. Ifall 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. Lessec, 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 afler production, as to all or any part of the
land described herein and as to any one 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 to exclude such non-producing formations. The forming or 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 well 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 # S above. In addition to the foregoing, Lessee shall 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 other lands in the same general area by entering into a cooperative or unit plan of development or operation approved by any governmental
agency having authority 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 hereafter be
operated under any such cooperative or unit plan of development or operation whereby the production therefrom is allocated to different portions 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 to 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.
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13. All express or implied covenants of this lease shall be subject to all Federal and State Laws, Executive Orders, Rules or Regulations, and this lease shall not be terminated,
in whole or 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 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 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 dnd 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 by lack of water, labor, material, inability to obtain access to leased premises, fire, flood,
war, rebellion, insurrection, riot, strike, differences with workmen, failure of carriers to transport of furnish facilities for transportation of any product produced hereunder, lack of
available or satisfactory market, in Lessee’s opinion, for the oil or gas produced, or as a result of an order, or any ban on hydraulic fracturing by any city, county, state or government
authority, or failure to issiie permits, or the approval of any govemnmental agency, (including but not limited to orders restricting production) or as a result of any cause beyond the
control of Lessee, the time of such delay, interruption or stoppage 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 period of such delay, interruption or stoppage shall be added to the term of this lease.

16. Should any one or more of the parties hereinabove named as Lessor fail to 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 withall its obligations hereunder, either express or implied, Lessor shall notify Lessee in writing, setting out
specifically in what respects Lessee has breached this lease. Lessee shall then have sixty (60) days afier 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 sixty (60) 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 shall be deemed an admission or presumption that Lessee has failed to perform all its obligations 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. If, during the primary term of this lease, Lessor receives, from a third party, in an arms-length transaction, a bona fide offer, which Lessor is willing to accept, to purchase a
lease on all or any part of the lease premises with that lease beccmmg effective on the expiration of this lease, Lessor agrees to immediately notify Lessee, in writing, of the.offer,
including in the notice the name and address of the offeror, the price offered and all of the pertinent terms of the offer. Lessee shall have 15 days from the date of receipt of Lessor's
written notice within which to elect to purchase a new lease on any part of the lands that are subject to this lease at the same price and on the same terms and conditions as specified in
the third party offer. Al offers made at times up to and including the last day of the primary term of this lease shall be subject to the terms and conditions of this provision. In the
«event Lessee elects to purchase the new lease it shall notify Lessor in writing prior to the expiration of the 15 day period. Lessee shall promptly furnish Lessor the new lease for
execution by Lessor, together with Lessee's payment of the bonus, as specified in the offer, as consideration for the new lease. Upon receipt, Lessor shall promptly execute the new
lease and retum it to Lessee. Lessee's failure to respond to Lessor's writien notice within the 15 day period shall be deemed an election by Lessee not to purchase the new lease. At
that time, Lessor shall be free to execute the new lease in favor of the third party offeror.

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

7 e Redbsyn .

Name . Name
Albert J. Rodriguez

ACKNOWLEDGMENT-INDIVIDUAL

STATE OF }
1SS
countyor IOV ,
BEFORE ME, the undersigned, a Notary Public, in and for said County an_d State, on this ) \ Ll\ ' day of \X( ,\(\ & 2017,
personally appearedﬂ\mf}__\&éu@(@ me known to be the identical person(s) described in and who executed the within and foregoing instrument of writing and
acknowledged to me that bf:duly executed the same as free and voluntary act and deed for the uses and purposes therein set forth.

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

i OO Jicht

Nvary Public
Address:
ELIZABETH AITA%HISON
STATE OF COLORADO
OTARY ID 20154/

MY COMSS!O!\ EXPIRES FEBRUARY 23,2018

XOG_RMM0000228476
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IN THE UNITED STATES BANKRUPTCY COURT

FOR THE DISTRICT OF DELAWARE
Inre: Chapter 11
EXTRACTION OIL & GAS., etal.,’ Case No. 20-11548 (CSS)

(Jointly Administered)
Debtors.

EXTRACTION OIL & GAS, INC,,

Plaintiff,
VS.
ROCKY MOUNTAIN MIDSTREAM LLC, Adv. Pro. No. 20-50840 (CSS)

)
)
)
)
)
)
)
)
)
)
)
)
)
)
)
)
)
Defendant. )
)
)

DECLARATION OF RYAN PITTS

Pursuant to 28 U.S.C. 8 1746, I, Ryan Pitts, declare as follows:

1. | am an attorney with the law firm of Haynes and Boone LLP, co-counsel to Rocky
Mountain Midstream LLC.

2. | am familiar with the deposition taken in the above-captioned matter.

3. Attached hereto as Exhibit B1 is a true and correct copy of excerpts from the
Federal Rule of Civil Procedure 30(b)(6) deposition of Extraction Oil & Gas, Inc., through its

designated representative, Matthew Owens, conducted on November 16, 2020.

! The Debtors in these chapter 11 cases, 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) (collectively,
the “Debtors”). The location of the Debtors’ principal place of business is 370 17th Street, Suite 5300, Denver,
Colorado 80202.
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4, Attached hereto as Exhibit B2 is a true and correct copy of an exhibit that was
marked as Owens Deposition Exhibit 10.

5. Attached hereto as Exhibit B3 is a true and correct copy of an exhibit that was
marked as Owens Deposition Exhibit 11.

6. Attached hereto as Exhibit B4 is a true and correct copy of an exhibit that was
marked as Owens Deposition Exhibit 13.

7. Attached hereto as Exhibit B5 is a true and correct copy of an exhibit that was
marked as Owens Deposition Exhibit 14.

8. Attached hereto as Exhibit B6 is a true and correct copy of an exhibit that was
marked as Owens Deposition Exhibit 15.

9. Attached hereto as Exhibit B7 is a true and correct copy of an exhibit that was
marked as Owens Deposition Exhibit 17.

10.  Attached hereto as Exhibit B8 is a true and correct copy of an exhibit that was
marked as Owens Deposition Exhibit 43.

11. | declare under penalty of perjury under the laws of the United States of America

that the foregoing is true and correct.

Executed in Houston, Texas, on the 23rd day of November, 2020.

Ryan Pitts, Esq.
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Exhibit B1 has been redacted in its entirety
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Exhibit B2 has been redacted in its entirety
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Exhibit B3 has been redacted in its entirety
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CORPORATE PARTICIPANTS

Louis Baltimore Russell T. Kelley
Director-Investor Relations, Extraction Oil & Gas, Inc. Chief Financial Officer, Extraction Oil & Gas, Inc.

Mark A. Erickson

Chairman & Chief Executive Officer, Extraction Oil & Gas, Inc.

OTHER PARTICIPANTS

Paul Grigel Claire Ye

Analyst, Macquarie Capital (USA), Inc. Analyst, Imperial Capital LLC

Welles Fitzpatrick Brad Heffern

Analyst, SunTrust Robinson Humphrey, Inc. Analyst, RBC Capital Markets LLC

David A. Deckelbaum Oliver Huang

Analyst, KeyBanc Capital Markets, Inc. Associate, Tudor, Pickering, Holt & Company
Gabriel J. Daoud Marshall Hampton Carver

Analyst, JPMorgan Securities LLC Analyst, Heikkinen Energy Advisors LLC

John Nelson Jeffrey Campbell

Analyst, Goldman Sachs & Co. LLC Analyst, Tuohy Brothers Investment Research, Inc.

MANAGEMENT DISCUSSION SECTION

Operator: Good morning. | am Latif and | will be your conference facilitator today. | would like to welcome
everyone to the Extraction Oil & Gas First Quarter 2018 Financial and Operating Results Conference Call. All
lines have been placed on mute to prevent any background noise. After the speakers' remarks, there will be a
guestion-and-answer period. [Operator Instructions]

Please be advised that the remarks today, including answers to your questions, include statements that the
company believes to be forward-looking statements within the meaning of the Private Securities Litigation Reform
Act. These forward-looking statements are subject to risk and uncertainties that could cause actual results to
materially be different from those currently anticipated. Those risks include, among others, matters that the
company described in its financial and operating results news release issued yesterday and its filings with the
Securities and Exchange Commission. Extraction disclaims any obligation to update these forward-looking
statements.

While the company believes these forward-looking statements are reasonable, they are subject to factors such as
commodity prices, competition, technology, and environmental and regulatory compliance, company's drilling

schedules, capital plans, and other factors may cause its results to differ materially.

| would now like to turn the call over to Louis Baltimore, Extraction's Director of Investor Relations.

2
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Louis Baltimore

Director-Investor Relations, Extraction Oil & Gas, Inc.

Thank you and good morning. We're glad you could join us today for our first quarter earnings call. With us today
on the call we have Mark Erickson, our Chairman and CEO; Matt Owens, the company's President; Rusty Kelley,
our CFO; Tom Brock, our Chief Accounting Officer; and Eric Jacobsen, our SVP of Operations.

I'd like to remind you that today's call, in addition to the aforementioned forward-looking statements, also includes
a discussion of certain non-GAAP financial measures. Please be sure to read our full disclosures on forward-
looking statements and GAAP reconciliations in our earnings release and in our filing on Form 10-Q, which we
provided yesterday evening after the close of trading.

I'll now turn over the call to Mark Erickson, our CEO to go through some of the highlights for this quarter.

Mark A. Erickson

Chairman & Chief Executive Officer, Extraction Oil & Gas, Inc.

Thanks, Louis. Good morning, everyone. Welcome to our first quarterly earnings call of 2018. Before we go into
some details on our first quarter, I'd like to take the chance here to reiterate our long-term strategy. First, we'll
continue to focus on improving our capital efficiency through optimizing our well design and operations for the
long-term. We continue to remain right on track to become cash flow positive on an all-in corporate basis
sometime during the second half of the year. And we'll continue to strengthen our balance sheet, which will be
further bolstered by our divestiture program of non-strategic acreage. Once we've finished strengthening our
balance sheet, we expect to initiate additional shareholder-friendly uses of our free cash flow.

Now turning to our first quarter results, our total equivalent production grew 4% sequentially, driven almost
entirely by crude oil volumes, which grew 7%. Our natural gas volumes were flat, while our NGLs grew 3%. Our
ability to grow our crude oil volumes despite largely flat gas and NGL volumes, demonstrates the value of
diversification across multiple gas processors allowing us to manage our production, while maximizing revenue.

Crude oil accounted for 78% of our first quarter revenues and over 52% of our volumes. We expect — we estimate
that high line pressures and line freezes negatively impacted our production by almost 13,000 BOEs per day
during the quarter, including 8,000 barrels per day of crude oil.

Once the new plant comes on, we expect to see a significant uplift in our base production as the constraints are
removed. Over the past two quarters, we've been drilling and completing some of our best wells in our company's
history, which you can see on pages 11 through 14, both our Niobrara and Codell wells are strongly
outperforming our type curves. This is a testament to the quality of our operations and technical teams along with
the quality of our acreage.

Given the outstanding performance of the wells we've been turning on recently, we remain confident in our ability
to hit our previously disclosed 2018 guidance. And this bodes very well for us long-term.

During the quarter, we turned to sales 31 gross, 18 net wells, all on the Western Gas gathering system. We will
continue turning wells on to systems other than DCP until their new plant comes on later this summer.

On the operational side, we remain right on track with our drilling and completion capital budget. And while our
lease operating expense came in higher on a per unit basis than we were forecasting internally, that was really
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just a function of lower than expected gas and NGL volumes, as we worked through the near-term constraints.
But keep in mind, it's the oil that's the real driver of our economics and cash flow.

I'm extremely proud of what we've built here when | look at the capabilities of our team combined with our
decades of extremely high quality drilling inventory. And while many of you are focused on the midstream picture
over the next two or three months, | want to remind you all that the DJ Basin is currently undergoing the largest
midstream capacity expansion in its history, with several different projects underway and even more planned from
multiple different companies across the basin.

Before we open this call up to Q&A, I'd like to thank everyone for your time on the call today and for your
continued support. If we're not able to get to your questions today, please feel free to reach out to one of our team
and we'll always make ourselves available to you.

QUESTION AND ANSWER SECTION

Operator: [Operator Instructions] Our first question comes from the line of Paul Grigel of Macquarie. Your line is
open.

Paul Grigel

Analyst, Macquarie Capital (USA), Inc.

Hi. Good morning, guys. Could you expand a little bit maybe looking past the next couple of months as you look
into the back half of 2018 and then more into 2019 on just the plant expansions and the build-out and if this is an
issue that should be relatively solved over the next couple of months and just the view that you have on that one?

Mark A. Erickson

Chairman & Chief Executive Officer, Extraction Oil & Gas, Inc.

Sure. After DCP comes on early Q3, we expect to see a third-party midstream plant come on. And then as you
look forward over the next couple of years, we're seeing almost a doubling of the existing capacity in the basin.

Paul Grigel

Analyst, Macquarie Capital (USA), Inc.

And in terms of timing that should be sufficient for managing through the continued growth plan in 2019 that you
guys have in your internal plans laid out?

Mark A. Erickson

Chairman & Chief Executive Officer, Extraction Oil & Gas, Inc.

Yes. With our diversified acreage position, our ability to go to multiple plants, we'll look at systems that may
potentially be constrained, we'll be staging our production into those systems as they get expanded and we'll be
actively developing and targeting systems that have available capacity.

Paul Grigel
Analyst, Macquarie Capital (USA), Inc.

Okay. And | guess, just turning a little bit to the asset sales that you guys closed, any update or color you can
provide there? And then what's the thought going forward on continued asset sales for the rest of the year?
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Sure. So you've seen that we went ahead and closed the $72 million, that was largely from folks that proactively
came to us, so those were done very quickly. As mentioned previously, we did engage an advisor and are actively
in a marketing process as we speak, so we're not done. And so far we're seeing very good and positive interest in
the remaining packages that we're marketing just given the commodity price and the well results around the areas
that we're marketing.

Mark A. Erickson

Chairman & Chief Executive Officer, Extraction Oil & Gas, Inc.

And on a going forward basis, | would just look at kind of our asset sale strategy is really portfolio management.
We're always going to be looking for opportunities to move stuff from the backend of our drilling inventory and
replace it with higher working interest in the front end of our drilling inventory ahead of our bit. So | would just kind
of look at asset sales are part of our ongoing business and we'll be using those to offset any spend on increasing
working interest and such, as we consolidate and block and tackle on ahead of the drill bit.

Paul Grigel

Analyst, Macquarie Capital (USA), Inc.
Okay, that's helpful. Thank you very much.

Operator: Thank you. Our next question comes from Welles Fitzpatrick of SunTrust. Your line is open.

Welles Fitzpatrick

Analyst, SunTrust Robinson Humphrey, Inc.

Hey, good morning, and congrats on the solid quarter.

Mark A. Erickson

Chairman & Chief Executive Officer, Extraction Oil & Gas, Inc.

Thanks.

Welles Fitzpatrick

Analyst, SunTrust Robinson Humphrey, Inc.

| was wondering can we talk a little bit about these two, the two operated pads a little bit north of Denver in the
Hawkeye Area? | mean, obviously, those are a little bit between sort of the legacy core area and the newer
Arapahoe test and can you talk to the completions there and maybe the spacing as well?

Yeah. | can give a brief update on what we've been doing up in that area. So, we drilled two pads just northwest
of Denver, Denver International Airport. If you look on page 17, you can see a circle up there that shows the area
of the six new wells that we drilled. One of the pads was on the eastern side of that circle and the other pad was
on the western side. We drilled both Codell and Niobrara formations on each one of those pads. We just recently
turned those pads on.
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And the pad on the eastern side, we've got one Codell and one Niobrara there that have been online for roughly
30 days. The Codell has been increasing in production as well as the Niobrara, the Codell is up to about 600 BOE
a day with the Niobrara up to 800 BOE a day, normalize the two miles and both are producing at about 85% oil
cut.

On the pad on the western side, that pad just recently came on within the last five days, so only two of the wells,
one Codell and one Niobrara, have been producing for about five days. Codell is up to 950 barrels of oil
equivalent per day, while the Niobrara is up to 725, and those are both also averaging in the mid-80s for a percent
oil. So, we're really encouraged early time with what we're seeing there, but typically we don't like to start showing
production plots until we've got 90 or more days of production.

Welles Fitzpatrick

Analyst, SunTrust Robinson Humphrey, Inc.

No. Fair enough. Do those oil cuts surprise you guys a little bit? That seems pretty high for that area. Is that — am
| just missing something there or is that something that was better than what you all had modeled?

The way that the oil cuts — that we look at the oil cuts really has to do with the API of the gravity of the oil. And in
this particular area, just northwest of the airport there, we're in the low to mid-40s, which is about the same as
Windsor. So we expected internally for these to come on similarly to the Windsor wells which they are. The
Windsor wells, if you remember, last year they all came on about mid-80s on a percent oil as well.

Welles Fitzpatrick

Analyst, SunTrust Robinson Humphrey, Inc.

Okay. Perfect. And then if we can jump to slide 13 and kind of forget about the DCP wells, we all know what's
going on there but can you all talk to the spread on the Western results? Is that a completion thing? Are there still
some pressure issues or what's going on there?

So the spread on that plot for the blue lines on page 13 that really has to do with lateral lengths. So the wells that
come on higher early time on a per-thousand foot or normalized basis are the 1 mile wells. And then the 2 mile
wells, you can see, are the ones that come on a little bit closer to the type curve, but they have a much straighter
line because they're choked back more than a 1-mile well is. So the 2-mile wells you can definitely tell which ones
are 2 miles versus which ones are 1 mile just looking at the profile of the curve.

Welles Fitzpatrick

Analyst, SunTrust Robinson Humphrey, Inc.

Okay. Okay. Perfect. And then just one last one, any update on those Broomfield permits? | think we're expecting
them maybe sometime early summer.
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Yeah. | think that's still the timing that we're looking for. We've got the 14 permits that have already been
approved and 10 of those have actually already been drilled and are being completed. The rest of Broomfield has
had all of the permits submitted except for half of one pad. So we virtually have about 85% or so of the permits
submitted that we wanted to develop our acreage there and they're all now sitting with the state waiting approval.

Welles Fitzpatrick

Analyst, SunTrust Robinson Humphrey, Inc.

Okay, perfect. That's all | have. Thanks so much.

Thank you.

Operator: Thank you. [Operator Instructions] Our next question comes from the line of David Deckelbaum of
KeyBanc. Your line is open.

David A. Deckelbaum

Analyst, KeyBanc Capital Markets, Inc.
Hey Mark, Rusty and Matt, thanks for taking my questions and Eric.

Hi.

David A. Deckelbaum

Analyst, KeyBanc Capital Markets, Inc.

And Mark, | know in the prepared remarks, that there was, obviously, the downtime in the first quarter. Just
thinking about with your tie-ins in the first half of the year being on the Western side, do you expect incremental
downtime in the second quarter on top of that 13,000 a day or, | guess, how do we think about the quarter kind of
shaping up here going into 2Q? And | know, obviously, there you'll get the benefit of line pressures alleviating in
the third quarter, so it'd be helpful if you could remind us how many wells you are planning to bring online in the
third quarter.

Mark A. Erickson

Chairman & Chief Executive Officer, Extraction Oil & Gas, Inc.

Sure. | mean, our growth in the second quarter is going to be driven largely by wells that we're trying into the
Western Gas system and Discovery system. If you look at DCP, | would say in the first quarter one of the things
that surprised us a little bit was the amount of freeze-offs that we had on the system, and as the line pressures
came up, it really just got in the window where hydrate formation was very likely and we fought hydrates all the
time.

So we could see, | would say, fairly flattish on the DCP system with the possibility of a little bit of incremental
production there as we get some of the freeze-offs cleared. But most of our growth in Q2 was going to be driven
by our stuff going into Western. In Q3, you should see probably the largest sequential ramp of the year. And that's
as a result of the new wells that we're adding into Western, as well as DCP coming online where we should see
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the uplift in our base production, as well as we do have a significant pad similar to Triple Creek time for the
opening up of the new DCP plant.

David A. Deckelbaum

Analyst, KeyBanc Capital Markets, Inc.

| appreciate that, it's helpful. Also just interested if you could give us an update on any of the midstream
conversations you've been having, particularly around the build-out in the Arapahoe Area and some of the
Broomfield Area?

Russell T. Kelley

Chief Financial Officer, Extraction Oil & Gas, Inc.

Sure. This is Rusty. Those continue to go very well. We are largely moving toward our goal in line with what we've
communicated to the market previously about looking at joint ventures or third party financings with folks. We
should have an update here very shortly. It's not completely done, but it is moving in the direction that we want
and is largely there. So, stay tuned for more updates, but very positives.

David A. Deckelbaum

Analyst, KeyBanc Capital Markets, Inc.
Okay. Thanks, guys.

Mark A. Erickson

Chairman & Chief Executive Officer, Extraction Oil & Gas, Inc.

Thank you.

Operator: Thank you. Our next question comes from the line of Gabe Daoud of JPMorgan. Your line is open.

Gabriel J. Daoud

Analyst, JPMorgan Securities LLC

Hey, good morning, everyone. | guess, just a quick one from me. Is there an update on those two Northern
extension wells that | think were turned on maybe earlier this year? Any thoughts on those or any update there?

Those wells were completed at the very end of last year and we really started flow back right around Christmas
time. So, we're letting some of them flow naturally to see what the reservoir pressure is going to do and then
we're also experimenting with different types of artificial lift on them up in that area. And we'll release the results
once we get more production results or data on how the artificial lift changes affect the volumes.

Mark A. Erickson

Chairman & Chief Executive Officer, Extraction Oil & Gas, Inc.

We remain pretty optimistic by what we're seeing by our wells as well as third parties up in that area. There's
been a lot of interest in our leasehold position up there. | think probably following up to some of the stuff with
HighPoint and as well as some of the private equity companies that are out there. So, we continue to follow it and
we're benefiting greatly from all the work that's being done by offset operators to our acreage position. | still
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believe there's stuff to be learned up there on the best completion techniques and so you all stick with us here on
this. We think there's a lot of value there.

Gabriel J. Daoud
Analyst, JPMorgan Securities LLC

Okay. Great. Thanks a lot, everyone.

Thank you.

Operator: Thank you. Our next question comes from the line of John Nelson of Goldman Sachs. Your question,
please.

John Nelson

Analyst, Goldman Sachs & Co. LLC

Good morning and congratulations on the quarter. | guess, following up a bit on Dave's question, and I'm not sure
that we have kind of all the data to know what your volume allocation is between DCP and Western, so, can you
just maybe comment on how we should think about sequential oil growth in 2Q?

Our current split of production in the first quarter were about 70% DCP and that's growing — that should grow
significantly in the second quarter with all the wells that we turned on to the Western system halfway through the
first quarter. The oil volumes on the Western wells will continue to grow. The DCP system, it'll be just like the first
quarter, will be fighting the high line pressures along with the line freezes that have been happening.

Mark A. Erickson

Chairman & Chief Executive Officer, Extraction Oil & Gas, Inc.

But remember in third quarter when we turn on the next pad up in Greeley, you'll see a significant ramp up in our
DCP volumes going into that system. But the growth in the second quarter, like we stated, will continue to be
driven by our Western Gas operations.

When you think of oil mix that, we're all kind of in the similar areas within the [ph] Balta (00:19:58) of oil window.
So similar to the results that Matt announced on our stuff in the Hawkeye Area, we would expect most of our
acreage even in the Western and Southwestern parts of our acreage position to behave similarly.

John Nelson
Analyst, Goldman Sachs & Co. LLC

Okay. Just to make sure | kind of heard that right. So 70% of volumes are on DCP. So even with maybe the
Western benefit, we should still think something kind of sub 5% kind of on a total company basis sequentially for
2Q, is that fair?

Mark A. Erickson

Chairman & Chief Executive Officer, Extraction Oil & Gas, Inc.
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Now, we haven't given any guidance on Q2.

John Nelson

Analyst, Goldman Sachs & Co. LLC

Okay. | guess, maybe to come out another way, we weren't really sure what to do with the 13 MBOE number. As
you've had these freeze-offs and kind of line pressure to some degree it was expected, as we look at your full
year guidance number, should we think about these may be surprising us and we should be more in the bottom
end of that range for the full year or has kind of the setbacks really not caused that much of a downside relative to
the full range you guys originally laid out?

Mark A. Erickson

Chairman & Chief Executive Officer, Extraction Oil & Gas, Inc.

When you think of the freeze-offs, | mean, both wells are producing flat instead of — at a lower rate instead of
being at a higher rate and declining. On a full year basis, we really expect them to produce a similar amount,
which is why we haven't — we reaffirmed guidance. What we're kind of trying to say to people in your modeling
and to help you guys out there a little bit is kind of expect our volumes going at DCP will kind of flattish to
potentially up just a little bit in Q2 as a result of maybe cleaning up some of those line freezes, but the growth will
be driven by the development in the wells that we turn in line on the Western Gas system, which should flow
unconstrained.

And then when you get into Q3, Q4, a lot of our production growth is going to be driven by the large pad. | think
it's in the neighborhood of 20 or 22 wells of 2-mile long laterals that are going to be turned on in the Greeley area.
So that's where we'll get our big sequential step up for the back half.

John Nelson
Analyst, Goldman Sachs & Co. LLC

Okay. And then just one other for me. Have you guys dedicated the Hawkeye acreage to midstream providers or
are you guys funding some of that build-out for the time being?

Russell T. Kelley

Chief Financial Officer, Extraction Oil & Gas, Inc.

As previously communicated, we — the midstream build-out, we anticipate will be done off of Extraction's balance
sheet, whether it'd be through dedications or through third-party financing that's non-recourse to Extraction. So,
again. we're very close to wrapping all of that up. So | want to be quiet on until we have the whole thing
completed, but that again continues to go very much in line with what we've previously communicated.

John Nelson
Analyst, Goldman Sachs & Co. LLC

Great.

[indiscernible] (00:23:06)

Mark A. Erickson

Chairman & Chief Executive Officer, Extraction Oil & Gas, Inc.

But we don't really anticipate — we don't anticipate stepping into the shoes of a traditional gathering processing
company or something like that. When we look at taking care of our needs, we're looking at really from like a CGF
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back to the well as something that Extraction would want to operate and maintain control of, whereas from the
said CGF through the upstream or the downstream part of the business we would look to be doing that through
joint venture or traditional contract with third parties.

John Nelson
Analyst, Goldman Sachs & Co. LLC

Great. Thanks for taking the questions. I'll let somebody else hop on.

Operator: Thank you. Our next question comes from the line of Irene Haas of Imperial Capital. Your line is open.

Claire Ye

Analyst, Imperial Capital LLC

Good morning. This is Claire Ye asking in the place of Irene, and just following up on that Northern areas, and
now that HighPoint has acquired Fifth Creek, so any upcoming well results that we should pay attention to?

From us, we only have the two wells that we drilled and completed right at the end of last year. | believe HighPoint
or when they acquired Fifth Creek, they had a decent amount of drilled and uncompleted wells that they'll be
moving up and completing this quarter. So we could look forward to those results.

Claire Ye
Analyst, Imperial Capital LLC

Okay. Thank you.

Operator: Thank you. Our next question comes from the line of Brad Heffern of RBC Capital Markets. Your
guestion please.

Brad Heffern

Analyst, RBC Capital Markets LLC

Hey good morning, everyone. Wanted to start with sort of a philosophical question, | guess. So you have this
chart in the deck slide 8 that shows XOG being the lowest multiple in the group, but one of the highest CAGRs.
That's kind of how we see it here too. So | was just wondering any thoughts about why you think that that's the
case and anything you can do about it if there is anything?

Mark A. Erickson

Chairman & Chief Executive Officer, Extraction Oil & Gas, Inc.

| — really we've got a great business plan, a great story, the company. We've got decades of high quality drilling
inventory. We've very much demonstrated our management's team and ability — and management and operations
team's ability to execute. And from our standpoint, we're going to hit free cash flow in the second half of the year
and as we move through the cycle, we're really looking at the long-term business strategy for the company, and
we're not stock pickers or price pickers, we'll let the market watch our performance and judge for itself.

Brad Heffern

Analyst, RBC Capital Markets LLC
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Okay. | know it's kind of a tough question to answer. Thanks for that. And then, | guess, on the 13,000 barrels a
day that you guys called out, | noticed that the oil percentage on that was higher than the oil percentage for the
portfolio. So, is that just related to where the freeze-offs were or any other color on why that would be the case?

Yes. That's exactly what it was. So, it came mostly from freeze-offs and then even Triple Creek has been
producing above 55% oil, but then the remaining oil percentage above that was the newer wells in the Windsor
area that we've turned on that's come online at that 80% to 85% oil number and some of those had line freezes
that affected them for anywhere from one to two weeks during the quarter, so we lost a decent amount of oil
percentage volumes there.

Brad Heffern

Analyst, RBC Capital Markets LLC

Okay. Thanks. Appreciate it.

Thanks.
Operator: Thank you. Our next question comes from Oliver Huang of Tudor, Pickering, Holt. Your line is open.

Oliver Huang
Associate, Tudor, Pickering, Holt & Company

Good morning, everyone, and thanks for taking my questions.

Mark A. Erickson

Chairman & Chief Executive Officer, Extraction Oil & Gas, Inc.

Good morning.

Oliver Huang

Associate, Tudor, Pickering, Holt & Company

Just on the operations side of things, completely understand that early 2017 wells were choked back to bring
online new higher oil cut DCP oil to flow but | was wondering if you could provide some more color on what is
driving the uplift on the front end of the wells in the back half of the year comparatively speaking to those in the
first half of the year. And | think I'm referring to what I'm seeing in slides 11 and 12?

So for that | would attribute a lot of that to the way that we're bringing these enhanced completions online versus
the way that we originally did. So we've adjusted our choke management on some of the enhanced completions
given the much larger volumes that we pump on the fracs. So, we've been bringing them on on larger chokes than
we traditionally did back in 2015 and 2016. And when we did the initial enhanced completions, we wanted to keep
the same smaller chokes that we used to use on those wells to try to see if we can correlate actually better
reservoir deliverability instead of just having a higher IP number because of the larger choke. So we've kind of
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thrown and gotten more efficient in the way that we're bringing these on online early time, and | think it's really
benefited the production for the first 6 months to 12 months.

Oliver Huang

Associate, Tudor, Pickering, Holt & Company

Thanks. Appreciate the color there. And just as a follow up with the news on White Cliffs recently, and the partial
NGL conversion of that pipe, any impact to your longer-term plans? | know you all are an anchor shipper on
Grand Mesa, so | figure you all are pretty well-positioned there, but just curious on your take.

Well, | think it points to the fact that we chose the right pipeline in Grand Mesa in that it's a batch system and you
can run multiple grades in it. It's good news because it provides additional takeaway capacity for NGLs as all
these new processing plants come online. And the other kind of look on it is, longer-term as development ramps
up in the basin, it can take our transportation and turn that into a real asset for the company.

Oliver Huang
Associate, Tudor, Pickering, Holt & Company

Okay. Thank you. That's all | have.

Operator: Thank you. Our next question comes from the line of Marshall Carver of Heikkinen Energy. Your
guestion, please.

Marshall Hampton Carver
Analyst, Heikkinen Energy Advisors LLC

Yes. How many wells do you plan to put into sales in 2Q in the Western Gas system, and what would be the
timing of those wells?

Mark A. Erickson

Chairman & Chief Executive Officer, Extraction Oil & Gas, Inc.

We haven't provided any quarterly guidance on numbers of wells. But we do — we will be on track and will achieve
the similar number as what we've offered up in our guidance, but...

Firstly, everything we turn online in the second quarter will be going into Western Gas, and | would expect the
actual gross well numbers to be relatively similar to Q1 with a lot more coming in Q3 with the DCP DUCs that
we're completing in the second quatrter.

Marshall Hampton Carver
Analyst, Heikkinen Energy Advisors LLC

Okay. Thank you.

Operator: Thank you. Our next question comes from the line of Jeffrey Campbell of Tuohy Brothers. Your
guestion please.
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Jeffrey Campbell

Analyst, Tuohy Brothers Investment Research, Inc.

Good morning. | just want to check in on rigs and completion crews, your outlook said that it reflected two plus
rigs and two plus completion crews, I'm just wondering because you kind of update what you're running right now
and maybe some cadence for the rest of the year.

Yeah. So we manage the drilling and completion crews to match up with our capital guidance. So with the rigs
getting faster and faster, we don't need as many rigs this year as we did last year to drill the same amount of net
wells. So we'll be picking them up and dropping them periodically just really one rig. For the completion crews,
we've got two full time crews running for us at all times and then we've got another — again a third one that we'll
use periodically when we need it.

Jeffrey Campbell

Analyst, Tuohy Brothers Investment Research, Inc.

Okay. Great. Thank you.

Operator: Thank you. Our next question is a follow-up from David Deckelbaum of KeyBanc. Your line is open.

David A. Deckelbaum

Analyst, KeyBanc Capital Markets, Inc.

Thanks, guys. Just trying to listen to the two question limit rules, but | wanted to queue back and just ask, in your
sort of historical experience of the Windsor area and maybe some in the line pressures in 13 and 14, did you see
a sort of full return to production from impacts of line pressure issues and constraints? | guess and how we think
about this getting into the third quarter is the probability here that that we see sort of that the full volumetric
impacts coming back in the third quarter?

Mark A. Erickson

Chairman & Chief Executive Officer, Extraction Oil & Gas, Inc.

Yeah, based on what happened a couple of years ago when line pressures were close to this level, we did see
most of the wells come back above the type curve that they should have been on at that point in time, had there
been no constraints. Only difference is how long will it take to make up that volume. So, | wouldn't expect if a well
was producing under curve for six months because it was choke back, it's not going to make that entire volume
back up in the first 30 days, but it will make it up based on past experiences, but it would probably take more like
a quarter or two.

David A. Deckelbaum

Analyst, KeyBanc Capital Markets, Inc.
That's helpful. Thanks for the follow-up, guys.

Thank you.
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Operator: Thank you. At this time, I'd like to turn the call back over to Mark Erickson for any closing remarks.
Sir?

Mark A. Erickson

Chairman & Chief Executive Officer, Extraction Oil & Gas, Inc.

Again, I'd just like to thank everybody for participating in the call this morning.

Operator: Thank you, sir, and thank you, ladies and gentlemen, for your participation. That does conclude
today's conference. You may disconnect your lines. Have a wonderful day.
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MANAGEMENT DISCUSSION SECTION

Operator: Good morning. | am Ayela and | will be your conference facilitator today. | would like to welcome
everyone to the Extraction Oil & Gas Second Quarter 2018 Financial and Operating Results Conference Call. All
lines have been placed on mute to prevent any background noise. After the speakers' remarks, there will be a
guestion-and-answer period. [Operator Instructions]

Please be advised that the remarks today, including answers to your questions, include statements that the
company believes to be forward-looking statements within the meaning of the Private Securities Litigation Reform
Act. These forward-looking statements are subject to risk and uncertainties that could cause actual results to be
materially different from those currently anticipated. Those risks include, among others, matters that the company
described in its financial and operating results news release issued yesterday and its filings with the Securities
and Exchange Commission. Extraction disclaims any obligation to update these forward-looking statements.

While the company believes these forward-looking statements are reasonable, they are subject to factors such as
commodity prices, competition, technology, and environmental and regulatory compliance, company's drilling
schedules, capital plans, and other factors may cause these results to differ materially.

| would now like to turn the call over to Louis Baltimore, Extraction's Director of Investor Relations.

Louis Baltimore

Director-Investor Relations, Extraction Oil & Gas, Inc.

Thank you and good morning to everyone. We're glad you can join us today for our second quarter earnings call.
With us today on the call we have Mark Erickson, our Chairman and CEO; Matt Owens, the company's President;
Rusty Kelley, our CFO; Tom Brock, our Chief Accounting Officer; and Eric Jacobsen, our SVP of Operations.

I'd like to remind you that today's call, in addition to the aforementioned forward-looking statements, also includes
a discussion of certain non-GAAP financial measures. Please be sure to read our full disclosure on forward-
looking statements and GAAP reconciliations in our earnings release and in our filing on Form 10-Q, which we
provided yesterday evening after the close of trading.

I'll now turn over the call to Mark Erickson, our CEO, to go through some of the highlights for this quarter.

Mark A. Erickson

Chairman & Chief Executive Officer, Extraction Oil & Gas, Inc.

Thanks, Louis. Good morning, and welcome to our second quarterly earnings call of 2018. | want to touch on a
few highlights today, and then we'll open it up to Q&A.

| want to first say congratulations to our operations team for hitting our internal crude oil production forecast in the
face of an extremely difficult operating environment out there in the field. I'd like to touch on the Midstream
Solution in the Southern DJ Basin that we announced in early July, which unlocks a decade of very high quality
development on our acreage in Hawkeye, Broomfield, and Boulder County.

We announced that Elevation Midstream, our wholly-owned subsidiary, has secured preferred equity financing
from GSO Capital Partners that is hon-recourse to Extraction. This capital will be used to build out oil, natural gas,
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and water gathering systems along with two central gathering facilities and associated high pressure discharge
compression.

We expect this to also enhance our upstream asset value through lower well facility capital, lower LOE, greater
product capture and higher flow assurance. Extraction also retains 100% of the common equity of Elevation,
which | believe will yield big upside for our shareholders. In fact, we have already had offers from parties
interested in taking an ownership stake and we are evaluating how best to highlight value for Extraction
shareholders.

Discovery Midstream will be processing our gas in our elevation area. So we can now say that our future
development will utilize Western Gas, Discovery and DCP for gas processing, which gives us what we think is the
most diversified portfolio with respect to gas processing of any operator in the DJ Basin. Furthermore, the DJ
Basin is currently undergoing the largest midstream capacity expansion in its history with several different projects
underway, with multiple operators across the basin, providing us with great flexibility and diversity with respect to
gas processing.

While we have encountered considerable midstream difficulty on DCP's system to date, which has materially
impacted our base production, our new wells over the last four quarters have delivered outstanding oil
performance and have compensated for much of the DCP impact on base oil. Additionally, most of our current
activity and nearly all of activity over the next nine months will focus outside of DCP's system and on other gas
processors that | mentioned.

About 63% of our total production was on DCP during the second quarter. Thus, DCP's Plant 10 and 11 timely
startups still remain important to Extraction. On the subject of DCP's Plant 10, it is up and running and it's
expected to ramp to full capacity over the next several weeks. We want to get a good feel for how it will play out
prior to updating our guidance later this quarter. We've managed to hit our internal oil projections during the first
two quarters and that's going to be our primary focus for the rest of the year, since the bulk of our revenues come
from oil sales.

Quickly touching on our asset sales process, our current total is approximately $155 million. The process is
ongoing, and we are currently evaluating multiple opportunities for further non-strategic asset sales.

| would like to thank everyone for your time on the call today. Operator, let's open the call up for Q&A.
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QUESTION AND ANSWER SECTION

Operator: [Operator Instructions] Our first question is from the line of Gabe Daoud with JPMorgan. Your line is
now open.

Gabriel J. Daoud

Analyst, JPMorgan Chase & Co.

Hey, good morning, everyone. Appreciate the prepared remarks, Mark. But | guess I'll try a DCP question and
understand the plant that just started about a week ago, but can you give us a sense of what line pressures look
like today and then, | guess if the thinking is still to turn on about 25 wells at the Greeley area at some point in the
third quarter?

Mark A. Erickson

Chairman & Chief Executive Officer, Extraction Oil & Gas, Inc.

Sure. I'll have Matt answer this question. Line pressures on DCP.

Matthew R. Owens

President & Director, Extraction Oil & Gas, Inc.

The line pressures, right now, the plant hasn't run for really a full 24-hour period yet. They're still in the process of
starting it up. So, line pressures have been pretty much the same up until now as they were in June, July. So we'll
see over the next few weeks once we get consecutive runtime out of that plant and the new compressor station
they turned on in July what that does to the pressure drawdown across the entire system.

Mark A. Erickson

Chairman & Chief Executive Officer, Extraction Oil & Gas, Inc.

So also, Gabe, we are seeing the lowest line pressures that we've seen in the last 10 months, so that part of it is
very encouraging, even though the plant is just starting up. The reason, when we look at updating guidance later
in the quarter, the main drivers with DCP are obviously the new Greeley pad which we're in the stage of turning
on, as well as our Triple Creek pad which was considerably constrained. Between those two pads, it's about 42.5
mile long well. So, you can see that that would have a very material impact on our future production and how DCP
is lowering line pressures.

Gabriel J. Daoud

Analyst, JPMorgan Chase & Co.

Got it. That's helpful. Okay. And then | guess just moving on to — on the asset sale front you hit your target in
terms of proceeds for this year, fully offset your land budget. Could you maybe just talk a little bit more about the
non-strategic assets you're continuing to evaluate and maybe any thoughts on a new proceed target for the
remainder of 2018?

Mark A. Erickson

Chairman & Chief Executive Officer, Extraction Oil & Gas, Inc.

Well, the recent sale of our small interest in Discovery was a really nice windfall. We don't look at that as taking
the place of other planned activity. And we also look at asset sales as just a continuing activity as part of our
business strategy. We're always going to be looking to move stuff off the back end of our drilling inventory and
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replace it, particularly try to increase our working interest in near-term drilling, which is the most impactful to the
company and its shareholders. So, | would just say we're continuing with the process and there are other
opportunities out there. We're in discussions with multiple parties and it's nice not to have a gun to our head. We
can make good decisions and just look at this as part of our ongoing business.

Gabriel J. Daoud
Analyst, JPMorgan Chase & Co.

All right. Thanks a lot everyone. I'll have someone else ask about ballot initiatives. Thanks again.

Operator: Our next question is from Welles Fitzpatrick with SunTrust. Your line is now open.

Welles Fitzpatrick

Analyst, SunTrust Robinson Humphrey, Inc.

Hey, good morning.

Mark A. Erickson

Chairman & Chief Executive Officer, Extraction Oil & Gas, Inc.

Good morning.

Matthew R. Owens
President & Director, Extraction Oil & Gas, Inc.

Good morning.

Welles Fitzpatrick

Analyst, SunTrust Robinson Humphrey, Inc.

Yeah. | think I'm going to let someone else ask about ballot initiatives too. Sticking with DCP, on slide 16, you
obviously have an uptick in those constrained average wells, supposed to get less constrained. Is that more a
function of the compression that was put on and does that give you guys confidence that these higher EURs that
you've been seeing or | guess | should say, the higher curves that you've been seeing on the unconstrained wells
is going to be pretty broadly applicable across your acreage position?

Matthew R. Owens

President & Director, Extraction Oil & Gas, Inc.

Yeah. So on that slide 16, I'd say really from about day 240 on, that slower increase was more due to the
compression coming online. And then the last couple days where you see that jump up, that would be a
combination of the compressor station being online, and the initial effects that we're seeing from the plant helping
reduce line pressures slightly at that pad. So we're very encouraged by what we're seeing every day as the line
pressures continue to ease up a little bit and we're able to open the chokes ever so slightly more on those wells to
be on the same choke settings that the wells that make up the blue line are.

Welles Fitzpatrick

Analyst, SunTrust Robinson Humphrey, Inc.

Okay. That makes sense. And then so you guys obviously — you're talking about kind of tweaking guidance.
Should we think of that — | mean, if | remember correctly really aside from this next slate of wells that you're
bringing on, the next two or three quarters are largely outside of the DCP system, should we think of this kind of
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effect that's being illustrated on slide 16 what it does to your existing wells? Is that really the biggest sort of lever
on what's going to shift guidance?

Mark A. Erickson

Chairman & Chief Executive Officer, Extraction Oil & Gas, Inc.

The major impacts from DCP, | mentioned already the two Greeley pads and the high potential deliverability from
those pads. The other major impact from DCP was on our base production, our kind of legacy production, that
had come off its peak rates and has the nice stable base with shallow decline. That's tough. Because it had a little
bit higher percentage of gas, we choked those wells back substantially in order to make room for new wells that
had higher oil cuts. That's one of the ways that we were able to manage our production to optimize our oil sales.
So, those are really the two keys on DCP that really can provide us with a big uplift as that plant ramps up.

Welles Fitzpatrick

Analyst, SunTrust Robinson Humphrey, Inc.

Okay, okay. Perfect. And then maybe if | can just sneak one last one in here. Obviously, production guidance is in
flux. It seems like costs have generally been in line with what you guys think, maybe a little bit of an uptick, but is
that a correct interpretation that when you guys talk about renewing or changing guidance, you're largely talking
about the production side of it, not CapEx?

Mark A. Erickson

Chairman & Chief Executive Officer, Extraction Oil & Gas, Inc.

We are. We're not going to reaffirm our CapEx guidance or any other guidance right now, but the kind of read-
through is, if we're able to achieve our oil production numbers or even close to it, we should be really good on
revenue. For the quarter, we beat on revenue and that was largely a result of being able to achieve our oll
production. I think oil made up like 82% of our revenue. So, that is the big driver. And if we can hit our revenue
numbers, we will probably maintain our CapEx. Obviously, we have the ability that if there's something happens
with DCP such as that it would constrain our flows and reduce revenue, we've got the ability to reduce our CapEx
and adjust.

Welles Fitzpatrick

Analyst, SunTrust Robinson Humphrey, Inc.

Thank you.

Matthew R. Owens

President & Director, Extraction Oil & Gas, Inc.

Thanks.

Operator: And our next question is from Jeoffrey Lambujon with Tudor, Pickering, Holt & Company. Your line is
now open.

Jeoffrey Restituto Lambujon
Analyst, Tudor, Pickering, Holt & Co. Securities, Inc.

Good morning. Thanks for taking my questions. My first one is on asset sales. As we think about you having
already exceeded the previous target, can you just remind us how you plan to prioritize or | guess how you're
thinking about prioritizing the use of proceeds for anything incremental to that initial target? | know you mentioned
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continuing to increase working interest. Just wondering if we should expect the land spend to increase
commensurate with more success on the modernizations.

Mark A. Erickson

Chairman & Chief Executive Officer, Extraction Oil & Gas, Inc.

Any excess or additional sales along with any free cash flow that could occur in Q4, first use of that will go
towards reducing our RBL.

Jeoffrey Restituto Lambujon
Analyst, Tudor, Pickering, Holt & Co. Securities, Inc.

Got it. Thanks. And then on DCP, again recognizing it's only been a week, any color on your internal expectations
for just how throughput actually ramps up over the next few weeks?

Matthew R. Owens

President & Director, Extraction Oil & Gas, Inc.

I'd say we got — the plant has some early maintenance that it will probably have to do this week just to check how
the startup has been going, but after that it should be running close to full time. And like | said earlier, | think it will
take a couple of weeks to actually see with the pressure drawdown across their entire system is once that plant is
up and running continuously.

Jeoffrey Restituto Lambujon
Analyst, Tudor, Pickering, Holt & Co. Securities, Inc.

Got it. Thank you.

Operator: Our next question is from David Deckelbaum with KeyBanc. Your line is now open.

David A. Deckelbaum

Analyst, KeyBanc Capital Markets, Inc.

Good morning, Mark, Matt, and Rusty, thanks for taking my questions.

Mark A. Erickson

Chairman & Chief Executive Officer, Extraction Oil & Gas, Inc.

Good morning.

Matthew R. Owens

President & Director, Extraction Oil & Gas, Inc.

Good morning.

David A. Deckelbaum

Analyst, KeyBanc Capital Markets, Inc.

Recognizing that you guys plot well certainly coming out of the Western Gas System is exceeding the oil type
curve. Curious for the remaining tills that you guys have, 100 plus or so in the back half of this year that you'd
planned. What percentage of those would go into the Western System versus DCP, and as we think about 2019,
you've highlighted that 75% of your acreage is sort of off the DCP System. How do we think about sort of the mix
of wells that get tied into DCP versus non-DCP over time?
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Eric Jacobsen

Senior Vice President-Operations, Extraction Oil & Gas, Inc.

Good morning. This is Eric Jacobsen. As far as the remainder of this year, all of the tills except for those that we
have coming on right now commensurate with the DCP plant ramp up will be off of DCP for the remainder of this
year on either the Western Gas System or the Discovery System. And that's the case for the better part of the
next nine months until DCP's next plant, 11 comes on in some time in 2Q of 2019 presumably. And then as we go
onward over time, our well count and tills off of DCP and onto Discovery primarily but also Western starts to
migrate largely towards Discovery and Western and off of DCP more so as time goes on and we progress
towards our fantastic Southern acreage position that is aligned to our Elevation Midstream Solution in the
Hawkeye and in Broomfield, Boulder areas as Mark said earlier.

David A. Deckelbaum
Analyst, KeyBanc Capital Markets, Inc.

Appreciate the color, Eric. Just as a follow-up, Mark, you kind of threw out the teaser on folks you're already
getting in-bounds on some of the equity for the Elevation business. As you constructed this plan internally, do you
sort of have like a planned timeline for a full or partial exit? And when is sort of the ideal time that you see to sort
of seek a significant monetization there?

Mark A. Erickson

Chairman & Chief Executive Officer, Extraction Oil & Gas, Inc.

Optimally, in the 2020 timeframe, as we are ramping up our production in both Hawkeye and Broomfield, you'll
really — the volumes on our system will ramp up and, obviously, the value concurrent with that. So ideally, kind of
a two, three-year timeframe is kind of where we're looking at as kind of optimization on value. However, in the
near term, looking at our monetization of our interest in Discovery, that was a very forward-looking transaction
and was actually valued at about 5 to 6 times projected EBITDA on that system in 2020. So it was a really nice
marker for us. And we would like to look at doing something short term. Obviously, we don't have to. But if we
can, we'd like to highlight value to our shareholders of that system.

David A. Deckelbaum
Analyst, KeyBanc Capital Markets, Inc.

Absolutely. Understood. I'll let somebody else ask some questions. I'll queue back in. Thank you.
Operator: Our next question is from Paul Grigel with Macquarie. Your line is now open.

Paul Grigel

Analyst, Macquarie Capital (USA), Inc.

Hi. Good morning. Just on — | know you guys are kind of look into the fourth quarter and the rest of the year.
Mark, you mentioned kind of aiming still for being free cash flow positive in the fourth quarter realizing that
operations kind of take time to move around. Is the goal still to be free cash flow positive if oil is a little bit more
constrained? Is it kind of operation and if that flips into 1Q 20197 Just trying to understand how you guys think in
the short-term tactical side on operations with some of the constraints on DCP up there in Greeley?

Mark A. Erickson

Chairman & Chief Executive Officer, Extraction Oil & Gas, Inc.

Sure. We expect really the DCP plant to be in full swing in Q4 and knock on wood that our production responds
accordingly. When we originally looked at hitting free cash flow on Q4, that was with like a $55 price deck. With
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$55 though, we had the benefit of higher natural gas production. Right now, if we can hit our volume figures in Q4,
and even with a lower commaodity price, we would have a very high likely that we'll be able to achieve free cash
flow. With the higher oil price and hitting our oil numbers, we should be able to achieve it as well. So, we still feel
good about that. Obviously that's one of our management incentives. We get paid to live inside a free cash flow
and we're going to do it.

Paul Grigel

Analyst, Macquarie Capital (USA), Inc.

That's great. Thanks. And then, | guess I'll be the one to do it. Could you guys provide your thoughts on Initiative
97 in the news stream from this week?

Mark A. Erickson

Chairman & Chief Executive Officer, Extraction Oil & Gas, Inc.

Sure. Probably a couple of us will chip in on this. But firstly, | would like to just say some cautionary words with
respect to the indicated 170,000 signatures. | mean, that basically is the people that gathered signatures, that's
their estimate. | would say that they haven't always been the most reliable source of information in the past. And
so that's something that | would kind of think about.

There's also going to be very vigorous challenges in validating signatures and looking at this. So it's quite a
process just to get the initiative on to the ballot, and we're not going to know for probably two or three weeks just
on counts of signatures and maybe early indications on kind of what percentage will be valid. And then in the
event that it does get on the ballot, this is state-wide across all business lines, just a material impact in the state of
Colorado and there will be a very vigorous effort in educating the voting public with respect to the major massive
economic impacts to the state of Colorado.

And when you look at kind of messaging and, of course, we've done this in anticipation of this, when you get that
message out about reducing revenues to the schools by 20%, the $30 billion of economic impact to the state from
the industry, the massive amount of income taxes, employment taxes, severance, ad valorem taxes, property
taxes that come from the oil and gas industry. The polling indicates that the voting public once they understand
those impacts are pretty solidly opposed to this referendum. So there's a lot of different fronts here and there's a
lot more to be seen and learned as we move forward through the process. It's still not certain that it'll end up on
the ballot.

Paul Grigel
Analyst, Macquarie Capital (USA), Inc.

Thanks.

Operator: Our next question is from Gail Nicholson with KLR Group. Your line is now open.

Gail Nicholson
Analyst, KLR Group LLC

[Technical Difficulty] (23:15-23:23) kind of what you're seeing difference wise if anything in the north and the south
area and [Technical Difficulty] (23:27-23:32)?

Louis Baltimore

Director-Investor Relations, Extraction Oil & Gas, Inc.
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We're having trouble hearing you.

Matthew R. Owens

President & Director, Extraction Oil & Gas, Inc.

Sorry. The question cut off there.

Operator: [Operator Instructions] Our next question is from John Nelson with Goldman Sachs. Your line is now
open.

John Nelson
Analyst, Goldman Sachs & Co. LLC

Good morning.

Mark A. Erickson

Chairman & Chief Executive Officer, Extraction Oil & Gas, Inc.

Good morning.

John Nelson

Analyst, Goldman Sachs & Co. LLC

| wanted to come back to kind of the midstream announcement that was made kind of inter-quarter. Could you fill
us in on what the capital spend for Elevation will be through 2020, and it is a 5 times to 6 times build multiple, a
good ballpark for us to be in as we're thinking about potential EBITDA generation of the business?

Russell T. Kelley

Chief Financial Officer, Extraction Oil & Gas, Inc.

Hey, John, this is Rusty. We haven't disclosed the pace of CapEx on the midstream. Some of that is we're
watching the timing of our [ph] permits, et cetera (24:24) which as you've seen some announcements by the
COGCC, we did get the green light on the remaining permits. So we're feeling good about that. We are going to
begin investments shortly is our expectation. With regard to forecast for EBITDA, likewise, we haven't announced
that to the market yet though we do reserve the right to do so. We're running a number of internally generated
scenarios. Obviously, our pace of development with DCP, if we do more on it versus more off it, could affect the
timing of how quickly those volumes ramp up.

We are, as Mark said, very excited about the critical mass here under any scenario but we'd like to give it another
short time period. We do expect though in the future we will be more transparent. But we'd like to, given the
implications that that could be looked at as kind of guidance, with regard to activity, we're probably going to match
that with the timing of forward guidance in 2019 plus going forward.

John Nelson
Analyst, Goldman Sachs & Co. LLC

Okay. The initial slog, it seemed like it could be upsized, but the initial slog of the GSO preferred was about $150
million. Is that...

Russell T. Kelley

Chief Financial Officer, Extraction Oil & Gas, Inc.

That's correct.
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John Nelson

Analyst, Goldman Sachs & Co. LLC

...a sizable portion of the total spend of that kind of call it phase one or is that not a good way to think about kind
of the ballpark?

Russell T. Kelley

Chief Financial Officer, Extraction Oil & Gas, Inc.

That was kind of the minimum draw. | would say the way you're thinking of it is probably good with the initial
investment, early lead time orders, et cetera. But it was more a function of kind of minimum investment side. Once
we get going, that CapEx will ramp quickly and as we've mentioned with the turn online expected with the
Broomfield and Hawkeye, looking at this asset being cash flowing in kind of phase one toward the end of 2019.

John Nelson

Analyst, Goldman Sachs & Co. LLC

Great. And then, pivoting just to some of your well results. | mean, you guys are really just performing
outstandingly, it's not a word, but really strong results relative to your type curve. | just wonder if you can kind of
opine specifically as we're looking at some of the wells that you've chosen to flow to kind of hit the oil volumes or
to maximize oil volumes. Are we just seeing wells in some of the best areas of your portfolio or can investors —
should they expect to really see that type curve move up over time?

Matthew R. Owens

President & Director, Extraction Oil & Gas, Inc.

The wells that we turned on that make up this chart is really the stuff over the last six quarters and it expands from
all the way down in North Hawkeye, all the way up to our acreage in 7 North. So there aren't any new wells that
are left out of these plots and we've just been seeing really solid and repeatable performance out of our Niobraras
given the way that we've been optimizing our completions. And then our Codell wells have always been kind of
rock solid in the areas that our acreage is and we continue to see that performance from North all the way down
to the southern part of our position.

John Nelson
Analyst, Goldman Sachs & Co. LLC

And then can't end without the Colorado question but would you guys be willing to kind of throw out a number of
what amount of your inventory is more than 2,500 feet setbacks?

Matthew R. Owens

President & Director, Extraction Oil & Gas, Inc.

Well, if you look at the report that the Colorado Oil and Gas Commission posted on their website interpreting the
land they thought would be affected by this ballot initiative, you'll notice that virtually all of Weld County is

inaccessible with the way that this ballot initiative is written. And | think the number is somewhere in the mid-90s
of the plants really in Weld County in the Wattenberg Field that that would be inaccessible with drilling locations.

John Nelson
Analyst, Goldman Sachs & Co. LLC

Great. I'll let somebody else hop on. Thanks.
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Operator: Our next question is from Gail Nicholson with KLR Group. Your line is now open.

Gail Nicholson

Analyst, KLR Group LLC

Okay. Going to try this again. Looking at Hawkeye, the wells continue to look really strong. Could you just provide
some incremental color kind of in the South Hawkeye versus the North Hawkeye Nile as well as kind of what
you're seeing in the Codell versus the Niobrara and Hawkeye?

Matthew R. Owens

President & Director, Extraction Oil & Gas, Inc.

Yeah. So now that we've got eight wells producing in Hawkeye, we decided to change the format of that slide a
little bit just because, if you look at the position that we have, the airport is kind of right in the middle of that. And
so when we're talking about it, we usually reference it as North Hawkeye and South Hawkeye. And in North
Hawkeye, we have stated that we'll be developing the Codell and the Niobrara, whereas in South Hawkeye right
now, we're only planning locations in the Niobrara formation because the Codell erodes away as you move south
of the airport.

So what we wanted to show with this slide update was what our average South Hawkeye Niobrara curve looked
like and then also compare that to the North Hawkeye Niobrara curve just to show that we're seeing repeatable
results in the Niobrara from the North all the way to the South end of the position. And then we also wanted to add
in the Codell just to make sure we remind people that we will have Codell locations in Hawkeye. But mostly just
the Northern part and the Codells down there, we're seeing very, again, solid results out of the three wells that we
have online.

Gail Nicholson
Analyst, KLR Group LLC

Great. And then could you give an update on the Coyote Trails pad and will we still get results potentially during
3Q earnings on that?

Matthew R. Owens

President & Director, Extraction Oil & Gas, Inc.

That is our plan right now. That pad has been drilled and completed and drilled out and tubed up. We're hoping to
turn it online probably in the next 10 to 14 days. We're just filing or finalizing the gas connections and the last bits
of the facilities.

Gail Nicholson
Analyst, KLR Group LLC

Great. Thank you.

Matthew R. Owens

President & Director, Extraction Oil & Gas, Inc.

Thanks.

Operator: Our next question is from Irene Haas with Imperial Capital. Your line is now open.
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Irene Haas

Analyst, Imperial Capital LLC

Hi. Question on the expanded gas processing capacity within the basin and it looks like for the mid-term to long-
term it should be more flow assurance for everybody. But at the same time with all the pent up oil, there'll be more
dry gas production and probably more NGL. So any sort of color and feeling as to how the regional gas market
might evolve and is it possible to hedge gas at a decent level?

Russell T. Kelley

Chief Financial Officer, Extraction Oil & Gas, Inc.

So I'll let Mark take the takeaway, long-haul takeaway. But from a hedging perspective, yes, we tend to hedge
aggressively both the NYMEX natural gas price as well as the CIG basis hub, that is a liquid market out through
kind of 12 to 18 months and that's a key part of our of our hedging strategy which we've done in 2018 extending
into 2019.

Irene Haas
Analyst, Imperial Capital LLC

Thanks.

Mark A. Erickson

Chairman & Chief Executive Officer, Extraction Oil & Gas, Inc.

With respect to takeaway capacity, when you think of infrastructure constraints in the DJ Basin has primarily been
related to natural gas processing. The basin has always benefited from a very robust natural gas infrastructure,
which when you look back historically in the Rockies, it was primarily a gas play. And so given gas commodity
prices, there's not a lot of gas development going on in the Rockies right now and all that infrastructure is
benefiting primarily Wattenberg Field and horizontal development activity. So most of our gas flows to the
Midwestern area where it ties into all the major pipelines. There's also a southern route out of the basin that goes
again to the Mid-Continent, very well served from an infrastructure to get outside the box.

Looking down the road, there's probably going to be some really interesting projects happening in the future that
relate to — when you look at just the kind of the U.S. in general, you're looking at incremental production and a lot
of that is going to end up getting the water. And so you're going to see gas infrastructure improving going to the
Gulf Coast to LNG facilities. You're going to see crude facilities and pipelines expanding to the Gulf Coast for
putting a lot of future incremental oil up of all the horizontal plays on to the water as well.

So there's a lot of dynamic things happening in the market. But when you look at the DJ, the primary constraint
processing, the basin is a little over 2 Bcf a day of processing right now. That's going to double over the next two
to three years. And NGL pipelines are expanding. They just converted. One of the crude pipelines is getting
converted to NGL. So we have actually — once we get through this short-term kind of hiccup here, we see a pretty
good runway for future development here and infrastructure being in place.

Irene Haas
Analyst, Imperial Capital LLC

Good. This is really, really helpful. Appreciate it.

Mark A. Erickson

Chairman & Chief Executive Officer, Extraction Oil & Gas, Inc.
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Thank you.

Operator: Our next question is from Jacob Gomolinski-Ekel with Morgan Stanley. Your line is now open.

Jacob Gomolinski-Ekel

Analyst, Morgan Stanley

Hey, good morning, and thanks for taking the question. Just on the Colorado ballot initiative, | guess | saw on the
Colorado Oil and Gas Commission site, the Weld County commentary, but just on your Hawkeye acreage, can
you give us a sense in Arapahoe and Adams, maybe what percentage of — like how many locations would or
wouldn't meet the 2,500 foot setback threshold?

Matthew R. Owens

President & Director, Extraction Oil & Gas, Inc.

Well, if you — what | referenced earlier, the percentage of Weld County that would be inaccessible according to
the state's interpretation, that same percentage is pretty much good to use for Adams County, Arapahoe County
and anything further south of there.

Jacob Gomolinski-Ekel
Analyst, Morgan Stanley

So the 78%.

Matthew R. Owens

President & Director, Extraction Oil & Gas, Inc.

No, it's more like the mid-90s is what | would say for the area in the Wattenberg Field and south.

Mark A. Erickson

Chairman & Chief Executive Officer, Extraction Oil & Gas, Inc.

You have to remember that that setback initiative refers to sensitive areas.

Louis Baltimore

Director-Investor Relations, Extraction Oil & Gas, Inc.

Yeah. Schools, hospitals.

Mark A. Erickson

Chairman & Chief Executive Officer, Extraction Oil & Gas, Inc.

Yeah. It's so broadly written, you could almost make a case for setting back from a prairie dog town. | mean it's
almost — it's very vague, which is one of the things | think that makes it so unreasonable and difficult for it to get
through any type of a vote.

Louis Baltimore

Director-Investor Relations, Extraction Oil & Gas, Inc.

Yeah. And | would add that as we think about this and as people think about this, we need to remember that it is
by no means a given that this thing is past the validation process, that it's even on the ballot. | mean, we're closely
monitoring the initiative turn-in and validation process. Obviously we've been planning strategically to manage
various scenarios and we always — as part of the exercises that we always do. But we'll keep you up to speed on
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our thoughts around these types of issues in particular as the process unfolds and we have more clarity as to
whether or not it actually makes the ballot.

Mark A. Erickson

Chairman & Chief Executive Officer, Extraction Oil & Gas, Inc.

One of the things we are doing to potentially mitigate the impact of this, is as we currently have in the
neighborhood of 200 to 300 existing permits, those will be grandfathered in. Between now and the end of the year
of getting the Broomfield permits, getting the Hawkeye permits that we're going after. We could be sitting with
three plus years of drilling inventory all permitted and ready to go if an initiative like this were to get on the ballot
and be passed during the time where we would be fighting it.

Jacob Gomolinski-Ekel
Analyst, Morgan Stanley

Okay. Thank you. And then on the just — | realize it's two to three years out. But if you were to monetize all or a
portion of the elevation system, how would you think about deploying any proceeds from those asset sales?

Mark A. Erickson

Chairman & Chief Executive Officer, Extraction Oil & Gas, Inc.

First and foremost, our internal is to reduce debt. To that end, we would reduce our RBL to zero. And then after
that, we'd look at other shareholder-friendly initiatives. Share buyback's probably at the top of that list.

Jacob Gomolinski-Ekel
Analyst, Morgan Stanley

Okay. Great. That's it from me. Thank you very much.

Mark A. Erickson

Chairman & Chief Executive Officer, Extraction Oil & Gas, Inc.

Thanks.
Operator: Our next question is from Owen Douglas with Baird. Your line is now open.

Trelford Owen Douglas

Analyst, Robert W. Baird & Co., Inc.

Hi, guys. | wanted to back to the commentary and it was nicely appreciated stuff about 4Q and how it's looking
with regards to the free cash flow of positive target. Can you give me a sense whether or not you sort of intend to
kind of operate to that metric on a go-forward basis or is that more of a point in time sort of goal?

Mark A. Erickson

Chairman & Chief Executive Officer, Extraction Oil & Gas, Inc.

No, it's more of a long-term goal. When we look at growing the business, we're beneficiaries of having very, very
high quality inventory up to 20 years of super high quality. We can grow our business very nicely inside of cash
flow and that's the direction the board and management would like to take this company.

Trelford Owen Douglas
Analyst, Robert W. Baird & Co., Inc.
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Okay. So as | think about 2019 and | get it that you guys are still kind of figuring out a few pieces there, but that
would also be an objective for the full year?

Mark A. Erickson

Chairman & Chief Executive Officer, Extraction Oil & Gas, Inc.

We haven't given guidance on 2019. But obviously, that's the direction that we're headed in.

Trelford Owen Douglas
Analyst, Robert W. Baird & Co., Inc.

Okay. Thank you very much.

Mark A. Erickson

Chairman & Chief Executive Officer, Extraction Oil & Gas, Inc.

Thanks.
Operator: And we have a follow-up question from Welles Fitzpatrick with SunTrust. Your line is now open.

Welles Fitzpatrick

Analyst, SunTrust Robinson Humphrey, Inc.

Hey, guys. Thanks for letting me hop back on. Am | correct in thinking, because it's a constitutional amendment, if
108 gets passed, 97 is DOA in so much as the constitutional amendment would trump the law?

Louis Baltimore

Director-Investor Relations, Extraction Oil & Gas, Inc.

That's something that | think is part of the overall calculus that industry and government of the overall calculus
that's industry and government are turning over right now | think that's best addressed to a formal legal opinion. |
don't know that we would be the best to comment on that, but certainly that goes into the overall calculus.

Welles Fitzpatrick

Analyst, SunTrust Robinson Humphrey, Inc.

Okay. No, no, that's fair. It's probably an unfairly specific question. And then, | think it was Gail who asked about
Coyote Trails. Any update on Broomfield? | believe there's a positive COGCC ruling recently.

Matthew R. Owens

President & Director, Extraction Oil & Gas, Inc.

We did get 13 permits approved, more permits approved in the Broomfield area during the quarter. We currently
have 17 permits approved that aren't drilled. We do have the 10 Coyote Trails wells that we've drilled and
completed and are about to turn online. But we did receive word from the Commission this week that the
commissioners gave authority to the director to approve the rest of our permits that are pending in the Broomfield
area which | believe would be 82 more permits in addition to the 17 that we have currently approved.

Welles Fitzpatrick

Analyst, SunTrust Robinson Humphrey, Inc.

Okay. That's wonderful. Thanks for taking the follow-ups.
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Matthew R. Owens

President & Director, Extraction Oil & Gas, Inc.

Thank you.

Operator: And I'm showing no further questions. | would now like to turn the call back to Mark Erickson from any
further remarks.

Mark A. Erickson

Chairman & Chief Executive Officer, Extraction Oil & Gas, Inc.

I'd just again like to thank everybody for your time this morning. We feel real good about the results hitting oil for
the first two quarters. We're going to primarily be focused on achieving that going forward. Hitting oil will allow us
to bring in good solid revenue and continue to grow the company in a very strong fashion. So thanks for your time
this morning

Operator: Ladies and gentlemen, thanks for participating in today's conference. You may now disconnect.
Everyone have a great day.
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Seeking Alpha™
Extraction Oil & Gas, Inc. Provides Operations and Guidance Update

Thu October 18, 2018 4:28 PM | GlobeNewswire | About: XOG

DENVER, Oct. 18, 2018 (GLOBE NEWSWIRE) -- Extraction Oil & Gas, Inc. (NASDAQ:
XOG) (“Extraction” or the “Company”) today provided select preliminary operational
results for the third quarter of 2018 along with updated full-year 2018 production, capital
and expense guidance and its preliminary outlook for 2019.

Key Highlights

o Estimated third-quarter 2018 average net sales volumes of 75.7 thousand barrels of oil
equivalent per day (MBoe/d) including 39.3 thousand barrels per day (MBbl/d) of crude
oil;

o Updated full-year 2018 production guidance to 74.0 — 75.0 MBoe/d, including 39.0 —
40.0 MBbl/d of crude oil, which represents 44% total equivalent production growth and
50% crude oil production growth year-over-year;

« Maintains its previously disclosed full-year 2018 capital expenditure guidance range of
$890 — $990 million, including $770 — $840 million of drilling and completion (D&C)
capital;

o Preliminary forecasted 2019 annual crude oil production growth of approximately 15%
and a D&C capital expenditure program of $650 - $700 million, which is expected to
generate free cash flow for the year.

Commenting on the Company'’s preliminary operational results for the third quarter and its
outlook for the remainder of 2018 and for 2019, Extraction’s Chairman and CEO Mark
Erickson said, “When we embarked on our 2018 program, it was our expectation that
DCP’s Plant 10 would provide much more relief than what we are seeing, and the
continued tightness severely impacted the production growth ramp that was expected
during the third quarter. While DCP has another plant scheduled to come on during the
second quarter of 2019, we are not optimistic that this upcoming plant will alleviate this
tightness in the northern portion of the Wattenberg field, and as such, we have decided to
focus nearly all of our 2019 drilling and completion operations in areas serviced by other
midstream providers.”

“We still currently have a significant amount of production curtailed, and we are confident
that we could have met or exceeded our original production guidance absent these
constraints given the outstanding wells we have been delivering over the last several
quarters. We view the reduction in anticipated 2019 capital expenditures as the prudent
approach given how much production we have ready to flow once sufficient processing
capacity is available.”

Preliminary Third-Quarter 2018 Operations Update

Extraction expects its third-quarter 2018 average net sales volumes were approximately
75.7 MBoe/d including 39.3 MBbl/d of crude oil. The Company estimates its realized
prices during the third quarter of 2018 were $62.32/Bbl for crude oil, $1.95/Mcf for natural
gas and $24.49/Bbl for NGLs.

Exhibit #

During the third quarter, Extraction reached total depth on 41 gross (30 net) wells with an
average lateral length of approximately 9,700 feet and completed 31 gross (26 net) wells
with an average lateral length of approximately 6,500 feet. The Company turned to sales OwenS 14
71 gross (61 net) wells with an average lateral length of approximately 9,600 feet. 11/16/2020
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For the third-quarter 2018, Extraction estimates its aggregate drilling, completion and
leasehold capital expenditures totaled approximately $194 million, $168 million of which
was for drilling and completion activities. In addition, Elevation Midstream, Extraction's
wholly owned midstream subsidiary, incurred an estimated $38 million of capital
expenditures. Elevation's capital budget results in no capital outlay from Extraction and the
financing is non-recourse to Extraction's balance sheet.

As of September 30, 2018, Extraction had $290 million of borrowings outstanding under
its revolving credit facility and $92 million of cash as of September 30, 2018, in addition to
$182 million of cash which is held by Elevation Midstream, LLC and is earmarked for
construction of pipeline infrastructure to serve the development of acreage in its Hawkeye
and Southwest Wattenberg areas.

The following table provides a summary of preliminary per unit financial operating expense
data based on the most current information available to management:

Three Months Ended

September 30, 2018

Low High
Expense per BOE
Lease operating expenses $ 2.87 $ 297
Transporation and $ 164 $ 174
gathering
Production taxes $ 3.05 $ 3.15
Cash general and $ 253 $ 263

administrative

2018 Capital Program, Production and Operating Expense Guidance Details

For the full-year 2018, the Company expects to drill between 168 and 173 gross wells with
an average lateral length of 1.8 miles and an average working interest of 85%, complete
between 170 and 175 gross wells with an average lateral length of 1.7 miles and an
average working interest of 90%, and turn to sales between 163 and 168 gross wells with
an average lateral length of 1.6 miles and an average working interest of 87%.

Average daily production, aggregate capital expenditures and selected operating
expenses per unit of production for the full-year of 2018 are estimated to be:

Production Full-Year 2018
Oil production (MBbl/d) 39-40

Total equivalent production 74 -75
(MBoe/d)

Capital Expenditures ($ in

MM)
Drilling & completion $770 - $840
Land & other $120 - $150

https://seekingalpha.com/pr/17305745-extraction-oil-gas-inc-provides-operations-and-guidance-update
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Lease operating expense
(LOE)

Transportation & marketing
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$3.00 - $3.10

$1.50 - $1.60

Cash general & administrative = $2.50 - $2.60

(G&A)

Production taxes (% of

revenue)

10%

Preliminary 2019 Production and Capital Expenditure Guidance Details

Extraction expects tightness on DCP’s midstream system in the northern portion of the
Wattenberg field will persist with limited relief after DCP’s Plant 11 is placed into service
during the second quarter of 2019. As a response, Extraction’s planned drilling and

completion (D&C) capital expenditures of $650 - $700 million in 2019 are expected to

generate approximately 15% year-over-year crude oil production growth while generating

free cash flow for the full year.

About Extraction Oil & Gas, Inc.

Denver-based Extraction Qil & Gas, Inc. is an independent energy exploration and

development company focused on exploring, developing and producing crude oil, natural

gas and NGLs primarily in the Wattenberg Field in the Denver-Julesburg Basin of

Colorado. For further information, please visit www.extractionog.com. The Company's
common shares are listed for trading on the NASDAQ exchange under the symbol “XOG.”

Cautionary Note Regarding Forward-Looking Statements

Certain statements contained in this press release constitute “forward-looking statements”
within the meaning of Section 27A of the Securities Act of 1933, as amended, and Section
21E of the Securities Exchange Act of 1934, as amended. All statements, other than

statements of historical facts, included herein concerning, among other things, planned

capital expenditures, increases in oil and gas production, the number of anticipated wells

to be drilled or completed after the date hereof, future cash flows and borrowings, pursuit

of potential acquisition opportunities, our financial position, business strategy and other

plans and objectives for future operations, are forward-looking statements. These forward-

looking statements are identified by their use of terms and phrases such as "may,"

"expect,” "estimate,

"continue," "potential,

project,

" " " “intend," " " "

plan," "believe, achievable," "anticipate," "will,"

should,” "could," and similar terms and phrases. Although we

believe that the expectations reflected in these forward-looking statements are

reasonable, they do involve certain assumptions, risks and uncertainties. These forward-

looking statements represent our expectations or beliefs concerning future events, and it

is possible that the results described in this press release will not be achieved. These

forward-looking statements are subject to risks, uncertainties and other factors, many of

which are outside of our control that could cause actual results to differ materially from the

results discussed in the forward-looking statements.

Any forward-looking statement speaks only as of the date on which it is made, and, except

as required by law, we do not undertake any obligation to update or revise any forward-

looking statement, whether as a result of new information, future events or otherwise. New

factors emerge from time to time, and it is not possible for us to predict all such factors.

When considering these forward-looking statements, you should keep in mind the risk

factors and other cautionary statements in the “Risk Factors” section of our most recent

https://seekingalpha.com/pr/17305745-extraction-oil-gas-inc-provides-operations-and-guidance-update
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Form 10-K and Forms 10-Q filed with the Securities and Exchange Commission and in our
other public filings and press releases. These and other factors could cause our actual
results to differ materially from those contained in any forward-looking statement.

Investor Contact: Louis Baltimore, ir@extractionog.com, 720-974-7773
Media Contact: Brian Cain, info@extractionog.com, 720-974-7782

Source: Extraction Oil & Gas, Inc. 2018 GlobeNewswire, Inc.

https://seekingalpha.com/pr/17305745-extraction-oil-gas-inc-provides-operations-and-guidance-update 4/4
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Extraction Oil & Gas, Inc.

(XOG) Q3 2018 Earnings
Conference Call Transcript

XOG earnings call for the period ending September 30, 2018.

Motley Fool Transcription (MFTranscription)
Nov 6, 2018 at 10:15PM

Extraction Oil & Gas, Inc. (NASDAQ:XOG) lw.logo of jester cap with

Q3 2018 Earnings Conference Call thought bubble with

November 6, 2018, 4:30 p.m. ET words 'Fool Transcripts'
below it

Contents: IMAGE SOURCE: THE MOTLEY FOOL.

e Prepared Remarks
e Questions and Answers

e (Call Participants

Prepared Remarks:
Operator

Good morning. | am Amanda and | will be your conference facilitator today. |
would like to welcome everyone to the Extraction Oil & Gas third quarter 20158
financial and operating results conference call. All lines have been placed on
mute to prevent any background noise. After the speakers' remarks, there will be
a question and answer period. If you would like to ask a question, simply press *
then the number 1 on your telephone keypad.

Please be advised that the remarks today, including answers to your questions,
include statements the company believes to be forward-looking statements
within the meanings of the Private Securities Litigation Reform Act. These
forward-looking statements are subject to risks and uncertainties that could Exhibit #
cause actual results to be materially different than those currently anticipated.
Owens 15

11/16/2020

Those risks include, among others, matters that the company described in its
financial and operating results news release issued earlier this afternoon and its

filinas with the Securities and Exchanae Commission. Extraction disclaims anv
https://www.fool.com/earnings/call-transcripts/2018/11/06/extraction-oil-gas-inc-xog-q3-2018-earnings-confer.aspx 1/14
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obligation to update these forward-looking statements.

While the company believes these forward-looking statements are reasonable,
they are subject to factors, such as commodity prices, competition, technology,
and environmental and regulatory compliance, companies' drilling schedules,
capital plans, and other factors may cause results to differ materially.

| would now like to turn the call over to Louis Baltimore, Extraction's Director of
Investor Relations.

Louis Baltimore -- Director of Investor Relations

Thank you and good afternoon to everyone. We're glad you could join us today
for our third quarter earnings call. With us today on the call, we have Mark
Erickson, our Chairman and CEO, Matt Owens, the company's President, Rusty
Kelley, our CFO, Tom Brock, our Chief Accounting Officer, and Eric Jacobsen, our
SVP of Operations.

I'd like to remind you that today's call, in addition to the aforementioned
forward-looking statements also includes a discussion of certain non-GAAP
financial measures. Please be sure to read our full disclosure on forward-looking
statements and GAAP reconciliations in our earnings release and in our filing on
form 10-Q which we provided earlier today after the close of trading.

10 stocks we like better than Extraction Oil & Gas, Inc.

When investing geniuses David and Tom Gardner have a stock tip, it can pay
to listen. After all, the newsletter they have run for over a decade, Motley Fool
Stock Advisor, has tripled the market.*

David and Tom just revealed what they believe are the ten best stocks for

investors to buy right now... and Extraction Oil & Gas, Inc. wasn't one of them!
That's right -- they think these 10 stocks are even better buys.

*Stock Advisor returns as of October 20, 2020

I'll now turn over the call to Mark Erickson, our CEO, to go through some
highlights for this quarter.

Mark Erickson -- Chairman and Chief Executive Officer

Thanks, Louis. Good afternoon, everyone. Welcome to our third quarter earnings
call. First, | would like to recap some of the outstanding achievements our team

https://www.fool.com/earnings/call-transcripts/2018/11/06/extraction-oil-gas-inc-xog-q3-2018-earnings-confer.aspx 2/14
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has made this year.

We still expect to grow our production by over 45% and we demonstrated the
high productive potential within each of our Broomfield and Hawkeye areas. Our
wholly owned midstream company, Elevation, is funded on a non-recourse basis
requiring no capital outlays by the upstream company, exposing our
shareholders to significant future upside.

Currently pipelines are being laid in Broomfield area, which is now fully
permitted with development expected to commence in early 2019. We've been
able to monetize over $150 million of assets.

Our operations team continues to lead by example, setting a new milestone of
over 1.2 million man hours without a single recordable employee incident, along
with being awarded a Gold Leadership Award by Colorado in recognition for our
efforts to go beyond compliance with state and federal environmental
regulations, commitment to continual environmental improvement, and
demonstrating leadership in partnering with local communities.

Finally, we expect to achieve free cashflow in Q4 and expect to continue to grow
our production base in 2019 while generating free cashflow for the year,
excluding the impacts of Elevation Midstream.

Now, | want to touch on the impressive results from our first pad of operated
wells in the Broomfield area. Next, we'll talk about the difficulties we've been
having related to constraints on the DCP system. After that, we'll open the call up
to Q&A.

In late August, we started turning on a batch of ten wells with two-mile laterals
testing spacing of 16 to 18 wells per section drilled on our Coyote Trails pad
within our Broomfield project area. The pad's surface location sits in Weld
County, but is producing our Broomfield County minerals.

We've always had very high hopes for this area, ranking the quality of this
acreage potentially as a close second to our acreage in Greeley, which generates
some of the absolute best returns anywhere in the lower 48. We're very pleased
to show that early time, these wells are nicely exceeding our highest published
type curves in both the Codell and Niobrara, performing almost on par with our
Greeley wells.

Each of these areas benefit from thick pays in the Codell and all benches of the
Niobrara along with little past drainage due to very few vertical wells in either
zone nearby. Referring to page 14 in our new investor presentation, you'll see
the results from the Coyote Trails pad with the three Codell wells achieving

——tmtrm e N A I - L4 NNNNDNAF - o, rons L€l 1o oo 22 oo 1
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1,175 BOE per day for the seven Niobrara wells, 69% of which is oil.

These ten wells are still averaging over 1,100 BOE per day, which demonstrates
the very flat production profile we've been seeing. The results from this pad are
particularly important as they go a long way to demonstrating the potential of

the 12,000 gross, 10,000 net acres we have in our Broomfield project area.

On this page in our investor presentation, you can see the production plots from
several pads drilled by other operators that also show strong results. We've
gotten all the necessary permits and the project is under way. Getting to this
point took a lot of hard work from everybody involved, particularly those

Broomfield staff and community volunteers who work so diligently with our team
to develop this best in class development plan. | want to, again, thank everyone
involved in the effort.

Now, turning to the difficulties we've been experiencing on DCP's Midstream
system. Shortly after DCP's Plant 10 came online, we were producing up to
93,000 BOE per day, until DCP imposed its production allocation. Our gross
allocation represents about 13% of DCP's total capacity.

In mid-August after the plant came online, we were producing almost 220
million cubic feet per day gross on their system prior to being cut back by over
35%. So, as it stands today, we're planning to be limited to our current allocation
until mid-2019 when Plant 11 comes online.

For the full year 2018, we estimate our net production will be constrained by
approximately 17,000 BOE per day, net. After Plant 11 comes online, we expect
that our allocation will only grow by approximately 30 million cubic feet per day
based on the current allowable. Under this scenario, we believe we have ample
existing base production to meet our allocation with relief expected in 2020 as
our constrained wells go on natural decline.

As a result, we will be tailoring our investment in the DCP area to continue to
meet our allocated production rate. We will continue to work on solutions with
third parties for our non-dedicated and constrained production in this area.
Further, we will continue directing our activity to our southern acreage, which is
served by Anadarko's western gas and discovery, now part of Williams. Our
diversified acreage position with access to multiple processing partners offers us
a tremendous amount of flexibility not enjoyed by most other producers in the
DJ basin.

| would like to thank everyone for your time on the call today. Before we open it
up for Q&A, I'd like to remind everybody that it's still election day. So, we don't
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plans rather than the election.

With that, Operator, let's open up the call for Q&A.

Questions and Answers:
Operator

Thank you. Ladies and gentlemen, at this time, if you do have a question, please
press the * and the number 1 key on your touchstone telephone. If your question
has been answered or you wish to remove yourself from the queue, please press
the # key.

Our first question is from the line of Welles Fitzpatrick of SunTrust. Your line is
open.

Welles Fitzpatrick -- SunTrust Robinson Humphrey -- Managing Director

Hi, good afternoon. Can you talk a little -- obviously, the Coyote wells, they look
like they can compete with just about anything in the basin. Can you give us a
little bit more detail on maybe the pressure you're seeing? Are you seeing a
significant pressure drawdown? | guess I'm just looking for any more color that
might help us understand what those EORs might look like at the end of the day.

Matt Owens -- President

Yeah, Welles. This is Matt. It's difficult to quantify exactly what that's going to be.
Early on, those wells haven't really started declining yet, but their pressures have
been a lot higher than what we normally see in our other areas, say, Windsor or
in North Hawkeye. | would say they're not as strong as what we see in Greeley,
but they're the closest wells we've seen so far to date pressure-wise compared to
our Greeley asset.

Welles Fitzpatrick -- SunTrust Robinson Humphrey -- Managing Director

Okay. That makes sense. Then just one follow-on -- there's been some
speculation of what to do with the free cashflow in '19 and about the potential
for a buyback. Is that on the near-term to-do list for you guys or can you talk to
how you might deploy that free cashflow?

Matt Owens -- President

Welles, our plan hasn't really changed from what we previously stated. Our first
planned use of free cashflow is to get our net debt ratio inside of 1.5 and we
would achieve that by paying down our RBL. Once we get that done, then all
options will open for identifying and returning cash on the most advantageous
way to shareholders.

https://www.fool.com/earnings/call-transcripts/2018/11/06/extraction-oil-gas-inc-xog-q3-2018-earnings-confer.aspx
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Welles Fitzpatrick -- SunTrust Robinson Humphrey -- Managing Director
Okay. Thank you so much.
Operator

Thank you. Our next question is from the line of Jeoffrey Lambujon of Tudor,
Pickering, Holt. Your line is open.

Jeoffrey Lambujon -- Tudor, Pickering, Holt and Company -- Analyst

Good afternoon. Thanks for taking my questions. My first one is just a follow-up
on Broomfield. | appreciate the comments on the pressure and the spacing
configurations. Can you give any additional color on the completions recipe you
utilize there and how it's different from what you've done in wells? Based on this
first pad, are there any learnings or changes you'll apply to the go-forward
program in 20197

Mark Erickson -- Chairman and Chief Executive Officer

Yeah. So, we drilled 10 wells on this pad, testing about 16 to 18 wells per section.
We had three in the Codell and seven in the Niobrara. We did do a few different
completion techniques on these just to get everything tested early on and see
how the results are comparing. The sand loading that we went with was
anywhere from under 1,000 pounds per foot to up to 1,500 pounds per foot.

We also tried some slick water and some gel completions like we've done in
some of our other areas. We do have a very wide array of completion tests going
on with this pad and we'll be able to see if there's any differentiation in the
production results once we get a few more months under our belt.

Jeoffrey Lambujon -- Tudor, Pickering, Holt and Company -- Analyst

Got it. My second question is just a clarifying one on DCP. It sounds like from the
release and the commentary that the allocations that have been applied or
essentially based on relative levels of production by operator from August of last
year. | guess | first wanted to confirm that and second, | wanted to get your
thoughts on if that's something they've communicated any interest in changing
just given how it doesn't really give credit to the growth operators like
yourselves and some of your peers that have delivered since that timeframe.

Mark Erickson -- Chairman and Chief Executive Officer

They were set based on August of 2017. That was a time period before our

https://www.fool.com/earnings/call-transcripts/2018/11/06/extraction-oil-gas-inc-xog-q3-2018-earnings-confer.aspx 6/14
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Parkway was built as well as new compressor stations added. Obviously, the
situation has changed substantially since then. During the time period between
August and with the plant turning on, we obviously produced at rates much
higher than that continually throughout the period.

So, we continue to have dialogue with DCP wrapped around what is the proper
allocation method. But as you know in our budget, we haven't taken any of that
into account. We've assumed that nothing changes.

Jeoffrey Lambujon -- Tudor, Pickering, Holt and Company -- Analyst

Got it. Thank you.
Operator

Thank you. Our next question is from the line of Brad Heffern of RBC Capital
Markets. Your line is open.

Brad Heffern -- RBC Capital Markets -- Analyst

Hey, afternoon, everyone. You guys mentioned the 90 to 93 you produced at
before you got the allocation from the DCP system. | was wondering if you could
give some sort of indication or range as to what you're producing at now.

Matt Owens -- President

That would be the 93 that we were up to total before we were curtailed back to
the 13%. Now, I'd say we're closed to what you could imply for the Q4 volumes,
which | believe is right around 78,000.

Brad Heffern -- RBC Capital Markets -- Analyst

Okay. Got it. And then looking at Hawkeye, | saw the updated zero time plots in
the deck. Can you just talk about what you've been seeing on the performance
there? Additionally, it looks like the longest history is sort of on the one-million-
barrel type curve and then as time goes on, it sort of moves more toward the
900. | was wondering if that's the behavior that you would expect or if there was
any color on why that would be the case.

Matt Owens -- President

Yeah. We're seeing good results out of the North Hawkeye curves there in both
the Niobrara and the Codell formations. We've got six wells there producing that
make up those two lines. The South Hawkeye line is only made up of two wells,
the one that we drilled about 20 months ago and then the second one that's got
just about a year of production. One of the wells is performing a lot better than

https://www.fool.com/earnings/call-transcripts/2018/11/06/extraction-oil-gas-inc-xog-q3-2018-earnings-confer.aspx
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the other one.

So, | think that's what's bringing that curve down, but we will be drilling several
more wells this quarter in the South Hawkeye area along with completing
another seven-well pad in the North Hawkeye area testing both formations
again. So, we'll have a lot more data points to add to this chart as Q1 rolls along.

Mark Erickson -- Chairman and Chief Executive Officer

But we're pleased with the results that we're seeing today.

Operator

Thank you. Our next question is from Irene Haas of Imperial Capital. Your line is
open.

Irene Haas -- Imperial Capital -- Managing Director

Yeah. Can we have a little color on your Broomfield project? Glad that it's finally
happening. With your one rig, | suppose you'll be engaged in pad drilling. So,
how does it synchronize with elevations, midstream buildout? | just want to have
a rough timing as to how you put all the pieces together.

Matt Owens -- President

Yeah. The midstream buildout is happening as we speak right now. Obviously,
that's going to take place first as we lay pipelines in the right ways across the
area where we'll be drilling our pads. We will start drilling in Broomfield full-time,
coinciding the turning lines of those first pads with the turning lines when the
pipelines are ready to go. So, first drilling will be in Q1 and then it will be a
couple quarters after that for the wells to go through the cycle times of being
turned in line.

Irene Haas -- Imperial Capital -- Managing Director
Thank you.
Operator

Thank you. Our next question comes from the line of Paul Grigel of Macquarie.
Your line is open.

Paul Grigel -- Macquarie Group Limited -- Analyst

| was hoping maybe you guys could discuss the thoughts on any impact to the
reservoir or lack thereof on sustained ongoing midstream constraints over time.

Mark Erickson -- Chairman and Chief Executive Officer

https://www.fool.com/earnings/call-transcripts/2018/11/06/extraction-oil-gas-inc-xog-q3-2018-earnings-confer.aspx 8/14
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| would point you to slide 13. I'll have Matt kind of talk through -- the Triple

Creek is probably the best example of a highly constrained well or pad right now.

Matt Owens -- President

Yeah. If you look at slide 13, where we have the Triple Creek pad on there. It's
called out with the arrow. You can see how it was performing kind of in a straight
line, but well below the type curves because it was choked back for several
months. After about 240 days or so, you can see that line starting to change
angle as we were able to open up those wells a little bit more when we saw
some relief in line pressure.

Now, after the first 360 days, we went from a decent amount below the 825,000-
barrel curve to on track to pass that million-barrel curve on a cume basis shortly
after this first year is up. So, we don't think we lost any reserves there and we're
making that up rapidly now that we've been able to open up some of those
wells.

Mark Erickson -- Chairman and Chief Executive Officer
We expect the same type of production profile for the C Street Pad as well.
Paul Grigel -- Macquarie Group Limited -- Analyst

That's helpful. Thanks. Turning to the outlook on Plant 11 as you guys move to
the south, is the view there that with existing production and wells that are
waiting on completion for that area that you'll be able to sufficiently fill that up
into 2020 and what ultimately do we need to see in 2020 to alleviate the
problem in the north, in your view?

Mark Erickson -- Chairman and Chief Executive Officer

Well, if there's no additional plant construction up there or for some reason the
Plant 12 is delayed, we would be able to add production in the DCP system in
2020 as our wells go on natural decline. So, they should produce pretty flat until
that 2020 time period with the base production that we have established.

But in addition, we continue to have ongoing discussions with third parties,
private equity-backed that are adding plant and pipeline infrastructure in the
northeast part of the field. Because we have a lot of uncommitted acreage in the
area, we feel pretty strongly that we're going to be able to take advantage of
that. We're just kind of waiting to see how things play out here over the next
quarter or so to get firmer grip on the timing associated with those.

Paul Grigel -- Macquarie Group Limited -- Analyst
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Operator

Thank you. Our next question comes from the line of Jeffrey Campbell of Tuohy
Brothers. Your line is open.

Jeffrey Campbell -- Tuohy Brothers -- Analyst

It sounds like the 2019 investment is going to avoid overloading the DCP system
for all the reasons you've already detailed. | was just wondering -- is that a full-
year strategy or do you expect some second half '19 relief when O'Connor
comes online?

Mark Erickson -- Chairman and Chief Executive Officer

We're going to pick up. If our allocation remains at 13%, we pick up about 13%
of the new plant that comes online, which would be about $30 million a day net
to our interests. We've accounted for that in our 2019 guidelines. The biggest
relief that we could see of anything that could change, whether it be '19 or '20
would be incremental processing capacity in the area beyond Plant 11.

Jeffrey Campbell -- Tuohy Brothers -- Analyst

Okay. My other question is kind of a capital allocation question as well. It sounds
like you're going to target investment in the south. | was just wondering if you've
got any color about how you're going to do that around the elevation
midstream buildout. | assume it's going to have some effect on both Broomfield
and Hawkeye investment.

Matt Owens -- President

Yeah. We do have acreage that is outside of the elevation buildout area that we
can drill that would include some western gas processing or some other
discovery processing that can go straight to the plant before the CGF is done
being built and then hooked in later. We're carefully planning our drill and
completion timeline around that buildout.

Jeffrey Campbell -- Tuohy Brothers -- Analyst
Okay. Great. Thanks. | appreciate that color.
Operator

Thank you. Our next question is from the line of Jacob Gomolinski of Morgan
Stanley. Your line is open.

Jacob Gomolinski-Ekel -- Morgan Stanley -- Analyst
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Broomfield results. | guess it was a little bit maybe visually shocking to see the
August production versus where you came in for the quarter due to the DCP
curtailments and their decision to use that August 2017 production data to
determine allocations.

| think in your last answer you hinted at -- you said if our allocation remains at
13%. Is there any room for negotiation with DCP and how they're making these
allocation decisions? It sounds like | don't know if the August 2017 date was
arbitrary. It seems a little misaligned if the goal was to focus on single-basin
producers incentive to grow.

Mark Erickson -- Chairman and Chief Executive Officer

To say we were surprised by that pick of a date is an understatement, especially
during the same time period when -- throughout 2018, we were in close
communication with DCP. None of the discussions we had with them led us to
believe there would be any allocations associated with the new plant. Historically,
it's not the way they've operated. Then to have them come out and put
allocations on the system after they told us there would be no allocations and we
made our investment decisions based upon that, we were very, very surprised.

It's safe to say, though, at this point, we're not going to stretch our necks out
again based on what we think DCP will do or not do, which is why | would say
we've taken the most -- we're saying that we don't expect to get anything
greater than the 13%.

Jacob Gomolinski-Ekel -- Morgan Stanley -- Analyst

Got it. You've obviously got a carrot and a stick given you have your own
elevation system and can move those CapEx dollars elsewhere?

Mark Erickson -- Chairman and Chief Executive Officer
We do.
Jacob Gomolinski-Ekel -- Morgan Stanley -- Analyst

| appreciate the request not to talk about the vote, but you did say talking about
the plans and | know we'll get the results later. Maybe just hypothetically if the
vote were to pass, could you speak to your long-term plans and how you would
look to -- just thinking about your options, would you be looking to diversify out
of basin, similar to PDCE or would you develop what you have and then go into
run-off mode or are there other options maybe the investor community is not
currently thinking about that we should be?
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We talked about this quite a bit. I'm going to have Matt walk through some
specific numbers. Going into this election starting over a year ago, we started
building a significant number of permits in the Basin. In fact, | think we hold the
highest number of permits in the basin and the highest number of permits in the
core of the basin. We feel very strongly that all those will be grandfathered
through.

So, getting in at some specifics, we expect that our PDP at the end of this year
will be substantially higher than our debt and that we'll have a very high
inventory of permits. Matt will go through the specific numbers. We look at our

equity value today as it has to assume a worst case scenario in the election with
a substantial discount attached to it. Matt, do you want to talk about our
permitting strategy and where we're at today?

Matt Owens -- President

Yeah. We've been very active for about a year now, like Mark said, with our
permitting strategy. We've secured in hand over 400 permits approved in the
quarter of our acreage position with an additional 400 permits pending. So, we
believe we still could get some permits approved over the next 40 days, but
regardless, we should have about three years, if not slightly more of drilling
inventory at a three-rig pace and also that could increase depending on what
we're able to get through in the next 30 days.

Then outside of that, we do have about another 100, slightly over that approved
permits in our northern extension area. So, we have quite a long runway of
inventory if there are any legal issues that ensue after tonight's vote.

Mark Erickson -- Chairman and Chief Executive Officer

And also appreciate that these permits are located in some of our highest-value
areas. We're talking about Greeley, Broomfield, Hawkeye -- these are the areas
that yield the highest NPVs per location in our whole inventory.

Jacob Gomolinski-Ekel -- Morgan Stanley -- Analyst
Got it. That's really helpful. Thanks for all the color and good luck tonight.
Operator

Thank you. At this time, this does conclude the question and answer session. I'd
like to turn the conference back over to Mr. Mark Erickson for any closing
remarks.

Mark Erickson -- Chairman and Chief Executive Officer
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Thanks, everybody for participating in the call today. If you're from Colorado and
haven't voted, please load up your stuff and head up to the polls right now. We
need every vote we can get. Thanks. Bye.

Operator

Ladies and gentlemen, thank you for your participation in today's conference.
This does conclude the program. You may now disconnect. Everyone have a
great day.

Duration: 28 minutes

Call participants:

Louis Baltimore -- Director of Investor Relations

Mark Erickson -- Chairman and Chief Executive Officer

Matt Owens -- President

Welles Fitzpatrick -- SunTrust Robinson Humphrey -- Managing Director
Jeoffrey Lambujon -- Tudor, Pickering, Holt and Company -- Analyst
Brad Heffern -- RBC Capital Markets -- Analyst

Irene Haas -- Imperial Capital -- Managing Director

Paul Grigel -- Macquarie Group Limited -- Analyst

Jeffrey Campbell -- Tuohy Brothers -- Analyst

Jacob Gomolinski-Ekel -- Morgan Stanley -- Analyst

More XOG analysis

This article is a transcript of this conference call produced for The Motley Fool.
While we strive for our Foolish Best, there may be errors, omissions, or inaccuracies
(n this transcript. As with all our articles, The Motley Fool does not assume any
responsibility for your use of this content, and we strongly encourage you to do
your own research, including listening to the call yourself and reading the
company's SEC filings. Please see our Terms and Conditions for additional details,

including our Obligatory Capitalized Disclaimers of Liability.

10 stocks we like better than Extraction Oil & Gas Inc

When investing geniuses David and Tom Gardner have a stock tip, it can pay to
listen. After all, the newsletter they have run for over a decade, Motley Fool Stock
Advisor, has quadrupled the market.*
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David and Iom just revealed what they belleve are the 10U best stocCks tor

investors to buy right now... and Extraction Oil & Gas Inc wasn't one of them!
That's right -- they think these 10 stocks are even better buys.

Click here to learn about these picks!

*Stock Advisor returns as of August 6, 2018

Motley Fool Transcription has no position in any of the stocks mentioned. The Motley Fool has
no position in any of the stocks mentioned. The Motley Fool has a disclosure policy.

5 Stocks Under $49

We hear it over and over from investors, “I wish | had bought Amazon or
Netflix when they were first recommended by the Motley Fool. I'd be
sitting on a gold mine!” And it's true.

And while Amazon and Netflix have had a good run, we think these 5
other stocks are screaming buys. And you can buy them now for less than
$49 a share!

You can grab a copy of “5 Growth Stocks Under $49” for FREE for a
limited time only.

Click here to learn more.
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IN THE UNITED STATES BANKRUPTCY COURT
FOR THE DISTRICT OF DELAWARE

In re:
EXTRACTION OIL & GAS, INC., et al.,

Debtor.

EXTRACTION OIL & GAS, INC.,
Plaintiff,
V.
ROCKY MOUNTAIN MIDSTREAM LLC,

Defendant.

Chapter 11

Case No. 20-11548 (CSS)

Adv. Proc. No. 20-50840 (CSS)

CERTIFICATE OF SERVICE

I, Lucian B. Murley, hereby certify that on December 10, 2020, a copy of the foregoing
Rocky Mountain Midstream, LLC’s Notice of Filing of Proposed Redacted Response to
Plaintiff’s Motion for Summary Judgment was served on the parties on the attached service list in

the manner indicated therein.

/s/ Lucian B. Murley

Lucian B. Murley (DE Bar No. 4892)

SAUL EWING ARNSTEIN & LEHR LLP
1201 N. Market Street, Suite 2300

P.O. Box 1266

Wilmington, DE 19899

(302) 421-6898

Dated: December 10, 2020
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Via Electronic Mail:

Marc R. Abrams, Esquire
Richard W. Riley, Esquire
Stephen B. Gerald, Esquire
Whiteford, Taylor & Preston LLC
The Renaissance Centre

405 North King Street, Suite 500
Wilmington, DE 19801
mabrams@wtplaw.com
rriley@wtplaw.com
sgerald@wtplaw.com

Christopher Marcus, P.C.

Allyson Smith Weinhouse, Esquire
Ciara Foster, Esquire

Kirkland & Ellis LLP

Kirkland & Ellis International LLP
601 Lexington Avenue

New York, NY 10022
christopher.marcus@kirkland.com
allyson.smith@kirkland.com
ciara.foster@kirkland.com

Anna Rotman, P.C.

Kenneth Young, Esquire

Kirkland & Ellis LLP

Kirkland & Ellis International LLP
609 Main Street

Houston, TX 77002
anna.rotman(@kirkland.com
kenneth.young@kirkland.com
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