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OIL AND GAS LEASE
|
THIS AGREEMENT, made this, 14" day of. October 2011, between

Magnolla Minerals Trust, LLC

1616 Seventeenth St., Suite 572, Denver, CO 80202

Lessor (whether one or more), and
WITNESSETH:

1. Lessor, in consideration of fen and more Dollars
(8. , in hand paid, the receipt and sufficiency of which Is hereby acknowledged, of the royaities herein provided, and of the
agreement of erein contained, hereby grants, leases and iets exclusively unto Lessee for the purpose of investigating, exploring, prospecting,
dglllng and mining for, producing, and mark oil and gas (including, but not iimited to, gas producible from coal-bearing formations) and ali
substances produced In association therewith, to produce, save, take care of, treat, transport, market and own said products, including dewatering of
coalbed gas wells, the following described land (hereinafter called“said land”),in_____ Lincoln  County, Colorado o wit:

south, Range 53 West of th
Section 6: Lots 3, 4, 5, SEYINW%

O South, Ranae 54 V
Sedlon 1: Lots 3, 4, SKNWY,
Section 2: Lots 3, 4, SWYiNWY, §%
ownsghip 10 South, Ranae 53 Vvest o
Section 5: Lots 3, 4, SENWY,, SWY
Section 6:Lots 1,2, 3,4, 5, 8, 7, SUNEY, SEViINWY, ESWY, SE%
Section 8: NE%, NEVINWY,, N4SEY, SE%SEY,
JTownship 11 South, Renge 52 West of the 6th P.M,

Section 22: W

Section 3: Lots 3, 4, SUNWY., SE%
1] Wi
Section ©: Ali

WD)

Rpouth, Range 32 Ves
Section 19: Lots 1, 2, 3, 4, EXWW, E

ot the Oth
Y%

Section 19: Lots 1, 2, EXNWY,
Section 31: Lots 1, 2, 3, 4, E%, EXW%
Section 33: Ali W

Section 9: Ali
Section 10: S%
Section 11: All
Section 12: All
Section 13: Ali
Section 14: NEY4
Sectlon 15: Ali
Section 21: All
Section 22: N%, SW¥.
Section 23: All
Section 27: Alt
Section 29: Ali
Section 33: Al
Section 34: NiNEY:
Section 35: All

ownship 16 South, Range 56 88§t Of th
Section 7: NEViNEY., SENEY,, SEY:
Section 18: NWVINEY:
T 7

of
Section 4: Lots 3, 4, SKNWY, SWY,
Section 5: Lots 1, 2, 3, 4, SUN%, S%
Lots 6,7, E
Lots 1

ts

: Al

Section 15: N%
Section 18: Lots 1, 2, 3, 4, E¥AW%, E%

, 7, EVWSWY
1 2,3, 4, EUNEY, E¥aWY, SE%

Section 1:Lots 1, 2, 3, 4, S%N%, S%
Section 12: §%

Section 13: NWY, N%SWY,

Section 14: EXNEY

Notwithstanding the provisions of this lease to the contrary, this lease shail terminzate at the end of the primary term as to all of the leased lands except
those within a producing or spacing unit prescribed by law or administrative authority on which is located a weil producing or capable of producing oii
and/or gas or on which lessee is engaged in drilling or reworking operations. However, this lease shail not temminate as to any of the leased iands so
long as drilling or reworking operations are being continuously prosecuted per the provisions of paragraph “5", beiow.

Anything to the contrary notwithstanding, the shut-in gas clause set out herein shall not extend this lease for more than three (3) consecutive years
beyond the primary term or three years beyond the Initial shut-In date, whichever Is iater.

Said land shall ba deemed to contain acres, whether it actually comprises more or less. The rights granted to Lessee hereunder shall
include the right of ingress and egress on leased premises or lands pooled or unitized therewith, along with such rights as may be raasonably
necessary to conduct operations for exploring, developing, producing and marketing ofl and gas, including but not limited to geophysicai operations, the
drilling of wells, and the construction and use of roads, canals, pipelines, tanks, water wells, disposai wells, injection wells, pits, electric and telephone
lines, power stations, and other facilities deemed necessary by Lessee to explore, discover, produica, store, treat and/or transport oil and gas and water
produced from the leased premises or other lands that share centrai facities and are Jointly operated with the leased premises for gathering, treating,
comp';u;sbn um‘lt watt:rf mosal. Le?se‘:al n[:ay use In aulch opemﬂom& free bgf costp,r:dnzd ofl, gas, w?klzlt’l andlﬁg::mrlsubsmnces mucad on the leased
premises, wa Lessor's or ponds. in e: , deve , or ma eased prem or lands led or

nitized the , the anclliary rights granted herein shail apply '(!a) to the e‘:gm Ieased"gmmisss. nonlelnhslandlng any pgnlal release or c'.hpe‘,r“,I partial
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termination of this lease; and (b) to any other lands in which Lessor now or hereafter has authority to grant such rights in the vicinity of the leased
premises or lands pooled or unitized therewith.

2. Without reference to the commencement, prosecution or cessation at any time of driling or other development operations, and/or to the
dlsm%::wlopm or cessation at any time of production of ofl or gas and without further payments then the royalties herein provided, and
notwithstanding anything efse herein contained to the contrary, this lease shail be for a primary term of five (5) years from this date (callod "PRIMARY
TERM) and es long thereafter as oll or gas is produced from said land or land with which sald iand is pooled hereunder, or drilling or reworki
operations are ucted thereon. Absent the foregoing production or continuing operations, and subject to the provisions and requirements o
Paragraph “14", below, this lease shali be a 35 year lease upon performances and agreements set out in that paragraph.

3. For aii oit and gas that is physicaily produced from the leased premises, of lands gooled. unitized or communitized therewith, and sold, Lessor
shall receive as ts' royalty, of the sales proceeds actuaily received by Lessee or, if appiicable, its' affiliate as a result of the first
sale of the affecled production to an unaffiflated party, less this same 'percentage share of all production, severance, and ad valorem taxas. All property

ect to this leasa is located in the State of Colorado. Aliocation o post production costs to the royalty share shaii be consistent with the iaws of the
State of Colorado. For royalty calculation purposes, Lessee shall never be required to adjust the sales procseds to account for the purchaser's costs
charged downstream of the point of sale.

if Lesses uses the oil and/or gas (other than as fuel in connection with the production and sale thereof) in lieu of recelving sale proceeds, the
price to be used under this provision shall be based upon am sale(s) to unaffiiated parties for the appllcable month that are obtainable,
comparable in terms of quality and quantity, and in clcsest mity to leased ises. Such comparable arm's-length sales price shall be less any
Pest Production Costs applicable to the spacific arms-le transaction that is utilized.

4. If a weli capable of producing gas andlor ofl, In paying quantities, is iocated on sald land or iand pooled or unitized therewith and is shut-n,
before preduction commences, or at any tima thereafter, this shaii continue In effect for a period of cne year from the date such well is shut-in.
Leases may thereafter, pay or tender to Lessor as royalty, on or before one year from the date such well is shut-In, an amount of $100.00 per weli, per
year, and, I¥sueh payment or tender is made, such weli shali continue this lease in effect for a further period of one year. in itke manner and upon like
payments or tenders annually made on or before each anniversary of the shut-in dats of such well, such well shall continue this lease in effect for
successive perlods of tweive (12) months each. Notwithstanding any other provision to the contrary, this lease shail not terminate bacause of a failure to

or timely make shut-in weii payments unless Lessor shall have glven Lessee written notice of such fallure to properly or timely make such shut-
n well payment and Lessee shail have falled for a period of thirty (30) days after receipt of such notice to tender such payment In the proper amount,
together with a late or improper payment penatty of $100.00.

5. If at the expiration of the primary term Lessee is conducting operations for drilling or mwondnrg on said land or land pooled or unitized therewith
or shall have a dry hole thereon within one hundred eighty (180) days prior to the end of the primary term, or, if, after the expiration of the
primary term, production on said land shall cease, from any cause, this lease nevertheless shall continue in fuil force so longoas operations for drilling or
reworking on any existing or succeeding well are being conducted with no cessation of more than one hundred eighty (1 2 consecutive days and, if
such operations result in production, so long thereafter as off or ges is produced from sald land. There shall be no covenant to drill exploratory weils or
any additionai wells except as provided herein. As used herein, the term “operations” shall mean any activity conducted on or off the leased
premises that is reasonably calculated to obtaln or restore production, including without limitation, (i) drilling or any act pmga;ntory to driiling (such as
obtaining permits, surveying a drill site, staking a drill site, buildi roeds, clearing a drill site, or hauling equipment or suppiles); (i) reworking, p!mgg
back, deepening, treating, stimulating, refitting, instailing any ai i Iift or production-enhancement equipment or technique; constructing fa s
related to the production, treatment, transportation and marketing of substances produced from the lease premises; (iv) contrad!n'gmtnor marketing
setvio:ess and sale of ol and/or gas; and (v) construction of water disposal faclities and the physical movement of water produced the ieased
premises,

8. Lesses shall have the right but not the obligation to pool ali or any part of the leased premises or intsrest therein with any other lands or
interests, as to any or ail depths or zones, and as to any or alil substances covered by this lsase, either before or after the commencement of driliing or
production, whenever Lesses deems it necessary or proper to do so in order to prudently develop or operate the leased premises, whether or not simiiar
ng auﬂ\onzde:dm with respect to such other lands or interests. The creation of a unit by such pooiing shall be based on the following criteria

after called “pooting criteria®): A unit for an ol well (other than a horizontai compleﬁon‘ shall not exceed 40 acres plus a maximum acreage
tolerance of 10%, and for a gas weil or a horizontal compistion shall not exceed 840 acres plus a maximum a: e tolerance of 10%; provided that a
larger unit may be formed for an oll well or gas well or horizontal com N to conform to any well spacing or denslity patter that may be prescribed or
permitted by any govemmental authority having jurisdiction to do so. For the pu of the foregoing, the terms “oil weil® and “gas we#" shall have the
meanings prescribed by applicable law or the appropriate mentai a om , if no definition is so prescribed, “oli well means a weil with an
initlai gas-oil ratio of less than 100,000 cublc feet barrel and “gas weil” means a weil with an Initial gas-oli ratio of 100,000 cubic feet or more per
barrel, on a 24-hour production tsst cond under normal producing conditions using standard lease separator facilities or equivalent testing
equipment; and the term “horizontal completion® means a well in which the harizontal component of the compietion interval in the reservoir exceeds the
vertical component in such interval. in exercising its pooling rights hereunder, Lessee shall file of record a written declaration describing the unit and
stating the effective date of pooting. Production, drilling or reworking operations anywhaere on a unit or the location thereon of a weli as a shut-in welii,
which includes aii or any part of the leased premises shall be treated as if it were production, drilling or reworking operations on the leased ises or
as if such shut-in well were on said premises, except that the production on which Lessor's rlgnlty calculated shali be that proportion of the total unit
production which the net acreage covered by this lease and included in the unit bears to e fotal acreage in the unit, but only to the extent such
proportion of unit production Is sold by Lessee. in the event a unit Is formed hereunder before the unit well Is drilled and compieted, so that the
applicable pooiing criterla are not yet known, the unit shail be based on the pool criteria Lessee e?eds in good fafth to apply upon compietion of the
well; provided that within a reasonable time after completion of the weli, the unit shall be revised necessary to conform to the pooling criteria that
actually exist. Poofing in one or more instances shaii not exhaust Lessee's ooling rights hereunder, and Lessee shaii have the recuring right but not
the obtigation to revise any uni formed hereunder ?X nsion or eonlraqign or both, either before or after commencement of roduction, in order to
conform to the well spacing or density pattem p or permitied by the governmentai authi having jurisdiction, or to eongrm to any productive
acreage determination made by such govemmental authority. To revise a unit hereunder, Lessee shali file of racord a written declaration describing the
revised unit and stating the effective date of revision. To the extent any portion of the leased ﬁvernlses 1s Included In or excluded from the unit by virtue of
such revision, the proportien of unit production on which royalties are payable hereunder shall thereafter be adjusted accordingly.

7. Lesses also shall have the right to unitize, pool, or combine all or any part of sald land with other lands in the same generai araa by entering into
8 cooperative or unit plan of development or opsration approved by any govemmentai authority and, from time to time, with llke approval, to modify,
change or terminate any such plan or agreement and, In such event, the tarms, conditions, and provisions of this leass shall be deemed modified to
conform to the tems, conditions, and provisions of such proved cooperative or unit plan of development or operation and, particularly, all driling 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, and this lease shall not terminate or expire during the life of plan or agreemenL in the event that said land or an: part thereof, shall
hereafter be operated under any such eoomﬂve or unié&lan of development or operations whereby the production therefrom is al located to different
Eeotﬂons of the land covered by said pian, the production allocated to any particular tract of iand shall, for the purpose of computing the royalties to

paid hereunder to Lessor, be reg:rdod as having been uced from the particular tract of land to which i is allocated and not to any other tract of
land; and the r(:'xnly payments to be made hersunder to Lessor shall be based upon production only as so ailocated. Lessor shall formally express

Lessor's consent to any cooperative or unit pian of development or operation ted by Lessee and approved by any govemmental a
executing the same upon request of Lessss, en pe opted by PR y any g gency by

8. Lessee shall have the right at any time without Lessor's consent to surrender ali or anm»orﬁon of sald land and be relleved of ai obligation as to
the acraage surrendered. Lesses shall have the right within a reasondble time after the l:ﬂ:lra n of this iease to remave ail property and fdures placed
by Lessee on sald land, including the right to draw and remove all casing. When required by Lessor, Lessee will bury all pipelines below ordinary plow
depth, and no well shall be drilted within two hundred (200) feet of any residence or bam now on sald iand without Lessor's consent. The Lessee agrees
to promptly pay to the owner thereof any demages to crops, or improvements, caused by or resuiting from any operations of Lesses.

9. The rights of either party hereunder may be assigned, in whole or in part, and the provisions hereof shall extend to the heirs, successors and
assigns of the parties hereto, but no change or division of ownership of saki land, or royalties, however accomplished, shail operats to eniarge the
abligations or diminish the rights of Lesses. No change in the ownership of said land, or any interest therein, shall be binding on Lesses untii Lessee
::le :re s?é“ fights, vl':'\me:se Lesses nlsslgm o the ey hasoc it w,;"{g, ahal be releven of all ob ﬁowwffr‘tﬁ" —— m’hssssg" o jon

3 ns ase, in orin ses a ns res, to
or portions arising subsequent to the date of asgignment. o o Poctinthy i postion

10. Lessee's ob| ns under this lease, whether express or implied, shall be subject to ail applicable laws, rules, regulations and orders of an:
govemmentai authority g jurisdiction, including restrictions on the drilling and production of wells’?pand regulation of themgdeo or transportation of o
gas and other substances covered hereby. When driling, reworking, production or other operations are prevented or delayed by such laws, rules,
fegulations or orders, or by inabifity to obtaln necessary permits, equl t, services, materiai, water, electricity, fusl, access or easements, or by fire,
flood, adverse weather conditions, war, sabotage, rebeilion, insu n, riot, strike or labor disputes, or by inabliity to obtaln a satisfactory market for

roduction or faliure of purchesers or carriers to take or transport such production, or by any other cause not reasonably within Lessaee's control, this
ase shall not tsminate because of such prevention or delay, and, at Lessee's option, the of such prevention or deay shaii be added to the term

hereof. Lessee shall not be iiable for breach of any provisjons or implied covenants of this lease when driliing, production or other operations are so
prevented or delayed.



,{:") » 336633 11-28-2011 01:18 PN FPase 3 of 3

11. No iltigation shall be Initiated by Lessor for damages, forfelture or cancsilation with respect to any breach or default by Lesses hersunder, for 8
riod of at least 80 days after Lessor has given Lessee written notice fully describing the breach or default, and then only if Lessee falls to remedy the
reach 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 occurred,
this lease shail not be forfelted or cancefled in whole or in part unless Lesses is given a reasoneble time after said judicial detsmination to remedy the
breach or defeult and Lessee falls to do so.

12.  Lessor hereby warrants and agrees to defend the title to said iand and egrees that Lessee at its option may discharge any tax, morigage or
other fien upon said land, either in whole or In part, and in the event Leasee does 80, it shali be subrogated to such Hen with the right to enforce same
and apply rmglﬁes accruing hereunder loward satisfying same. Lesses shall pay all taxes based on the production from said tand, and shaii deduct such
laxes attributable to s Interest from royaity due hereunder. Without impalment of Lessee's rights under the warranty in event of faiiura of title, it is
agre::lﬁo n,n‘:: I:yLusor owns an Interest In said land less than the entire simple estate, then the royalties to be paid Lessor shall be reduced
prop. ely.

13, Lessor hereby releases and waives all right of dower and right of homestead under the laws of this state In and to said land to the extent of the
rights granted by this laase.

14.  Shouid a well have been drilled on the described lands, or iands pooled or spaced therewith, at some point during the primary term of this
lease, Lessse has the right and option to extend this lease for an additional four (4) year Beyond explration of the ary term by remitting to the Lessor
on of before the expl of the primary term, an amount equal to $25.00 ger net minerai acre owned by Lessor In and under such lands as Lessee
elacts to exarcise under its option. Prior to the end of the primary term of this iease, whether or not extended by the four year option as set out abova,
g:nles may mutualy agree to extend the term of this lease in three year Increments up to the total of sald 35 year term. Said three year renewais shail

mads through mutual written and recordable agreement. Said renewals shail require written agreement by both Lessor and Lessse as to the amount
of the renewai payment on or before expiration of the previous renewed tarm. Time Is of the essence herein, and failure to agree and to renew the lease
In three year increments es set out above, and lly in the time frames set out above, shall terminate the lease. As to ail renewals or extensions
of the lease term, all other terms and conditions of this Lease shail remain unchanged. in the event of lease termination for failure to renew, or for fallure
to hoid property by production, or by conducting continuous drifing operations, Lessee shall, within thity days, deliver to Lessor an executed notica of
lease termination, notarized and sultable for recording in the deed records of Lincoin County, Colorado. Harly, in event of lease termination for faliure
to renew for three year increments, Lessee may record its own notice of termination of lease in the Deed records of Lincoin County, Coiorado.

Al of the provisions of this Iease shall inure to the benefit of and be binding upon the parties hereto, their helrs, administrators, successors and
assigns.

This agreement shail be binding on each of the above named parties who sign the same, regardiess of whether it Is signed by any of the other
parties.

IN WITNESS WHEREOF, this Instrument Is executed effective as of the date first above written.

‘".-itm
B

MAGNOLIA MINERALS TRUST, LLC . s - h) -.‘t)'.
.:‘js‘-/ 3 $:
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STATE OF CQI.QM ) )

)ss. ACKNOWLEDGMENT, CORPORATION
COUNTY OF .] Yenve/ )
Before me, th&underslgned. a Notary Public, In and for said County and State, on this _["U__ day of) efp hoy , 2014,
personally appeared . iAms fo me known fo be the identical person who
subscribed the name of the maker thereof o the foregoing Instrument as its and acknowledged to

me that he executed the same as his free and voluntary act and deed and as the freg dnd voluntary act and deed of such corporation,
for the uses and purposes therein set forth. Given under my hand and seal zf office the dgy and year last above written.

My Commission expires: __%= |3~ |3

Notary Public
IIIIIIIIIICIIIIIIIllllllllll.lllllllllll-llllllllllllllllllllllllllllIIIIIIIIIIIIIII.IIIIII

2812.0.547



