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SURFACE OWNER'S AGREEMENT

——

HIS AGREEMENT, made and entered into this\jZZQK?
day of » 19%S, by and between

WILLIAM F. KERN, also known as W. F. Kern, and M. MELVINA KERN, also
known as Melvina M. Kern, husband and wife of Gilcrest, Colorade
(hereinafter for convenience called the "Land Owner"); THE FEDERAL
LAND BANK OF WICHITA, of Wichita, Kansas, (Hereinafter for convenience
called the "Mortgagee");

CHAMPLIN PETROLEUM COMPANY
called "Champlin®);

- RECITALS :

Land Owner is the owner of the following-described
premises, hereinafter referred to as "described premises”:

The Northeast Quarter (NE/4) of Section Five (5), Township Three (3)
North, Range Sixty-six (66) West of the 6th P.M., Weld County, Colorado,
EXCEPTING therefrom parcel conveyed to the Department of Highways,

State of Colorado, in warranty deed recorded in Book 1467, page 273

of the Weld County Records, and EXCEPTING therefrom a strip of 1and

as conveyed by Quit Claim Deed recorded in Book 549, page 381 of the

Weld County Records.
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SUBJECT, however, to exceptions and reservations of minerals
and rights of entry and of surface use contained in a certain
deed or deeds of conveyance, as follows: Warranty Deed No. 2625
dated April 6, 1909, from Union Pacific Railroad Company to Barthel Kern,
recorded May 15, 1909, in Book 233 at page 216, in the office of the County
Clerk and Recorder of Weld County, Colorado. ' '

Champlin is successor in intefest to all the right, title and
interast of Union Pacific Railroad Company in and to the oil,
gas and associated l1iquid hydrocarbons in said premises for a
term or period equal to or exceeding the term of this Surface

Owner's Agreement.

Champlin proposes for Champlin or its agents, lessees,
licensees, successors or assigns to prospect upon and explore
the described premises for the develomment and production of
oil, gas and asscciated ligquid hydrocarbon substances either
on Champlin's behalf or under or pursuant to an oil and gas
jease or license, or under or pursuant to a "unitization
‘agreement”, meaning here and wherever that term is used herein..
any operating agreement, or any other agreement covering the
exploration or developmment for or the production of oil, gas
or associated liquid hydrocarbons, or any pooling, communiti-
zation, unit or other agreement whereby the described premises
may be included with other lands in proximity thereto as a unit
area under a plan of unit or joint exploration, development and

operation,.

Bagides confirming the surface uses expressly set
forth below, this agreement is intended to avoid and resolve
any and all disputes of whatever nature in connection with
the ownership of oil, gas and associated liquid hydrocarbeon
substances in the described premises, including rights to
extract, remove or market such minerals, and including any
such dispute that may arise hereafter, whether or not the
basis for such dispute is now known or has been identified
_in disputes involving exceptions and reservations of minerals
‘in other deeds from Union Pacific Railroad Company or its

predecessors.
AGREEMENT :
NOW, THEREFORE, it is agreed as follows:

Section 1. In consideration of the mutual benefits
and of the sum of Ten Dollars ($10) paid by Champlin to Land
Owner , receipt whereof is hereby acknowledged, Land Qwner
hereby confirms, extends and grants to Champlin, its agents,
lessees, licensees, successors and assigns, including any
operator or unit operator from time to time in charge of
operations under a unitization agreement, and their respective

70384 - 2 -
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gsuccessors and assigns, the easements and rights to enter upon
the described premises and any landa adjacent or contiguous
thereto owned or claimed by the Land Owner and to extract,
remove, store, transport, and market for its or their account
oil, gas, and asscciated liquid hydrocarbon substances in or
- from said described premises, and to drill, construct, main-
taln and use upon, within, and over said described premises
all oil wells, gas wells, derricks, machinery, tanks, drips,
. boilers, engines, pipelines, power and telephone lines, road-
ways, water wells, and, without limitation by reason of the
foregoing enumeration, any and all other structures, equip-
ment, fixtures, appurtenances, or facilities (all of the
above being included under the term *facilities") necessary
or convenient in prospecting and developing for, producing,
storing, transporting, and marketing cil, gas, and associated
ligquid hydrocarbon substances under or produced from any por-
tion of the described premises or under or produced from any
portion of the unit area created under a unitization agree-
ment, together with the right to remove said facilities and the
right to use such water as may be needed from the described
premises, not including water from Land Owner's wells.

Section 2., Champlin agrees, so long as it is re-
ceiving oil and/or gas production from or oil and/or gas
royalties upon production from the described premises or
allocated thereto under the provisions of a unitization
agreement, to pay or cause to be paid to the Land Owner in
cash the value (which shall never be greater than the amount
realized by Champlin from the sale of such producticn) on the
premises of two and one-half percent (2-1/2%) of all the oil
and gas and associatad liquid hydrocarbons hereafter produced,
saved, and marketed therefrom or allcoccated thereto as afore-
said, except oil and gas and associated liquid hydrocarbons
used in operations on the premises or used under the
unitization agreement, and except that as to casinghead
gasoline and other products manufactured from gas there shall
be deducted the cost of manufacture; provided, however, that
during any time the described premises or any portion thereof
are included within the boundaries of a participating, pooled,
or communitized area, and there is no provision for the pay-
ment of royalties to Champlin but it participates in the pro-
duction from the pocled, communitized, or unit area as a work-
ing interest owner, then the two and one-half percent (2-1/2%)
above set forth shall be applied to that percentage of the
total production from such area which is allocated to the de-
scribed premises. Any payment made to the Land Owner pur-
suant to this Section 2 for production which is sold or which
is used off the premises shall be calculated after deducting
all taxes, now or hereafter levied against, paid on, or
measured by production or the value thereof, and after de-
ducting all costs incurred or borne by Champlin for treating
the production to make it merchantable, and for gathering,
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Section 24%. Mortgagee, as the holder of a promissory
note given by Land Owner, payment of which is secured by that

certain mortgage dated February 8, 1968 in favor of Mortgagee,
reacorded on February 9, 1968  in Book 591 » Reception Ne¢.1512942
in the office of the Clerk and Recorder of |Weld County,

Colorado hereby subjects and subordinates said mortgage to the

rights granted to Champlin, its agents, lessees, licensees,
successors, and assigns under Section 1 of this agreement.

Land Owner hereby assigns, transfers and sets over to
Mortgagee all payments and other rights and benefits which may be
paid or become payable to the Land Owner under and by virtue of
this agreement. Mortgagee authorizes Champlin to pay any and all
such payments to Land Owner until Champlin is notified in writing
by Mortgagee to make all such payments directly to Mortgagee in the
event of default by Land Owner; and Champlin agrees to make all
such payments hereunder to Mortgagee when notified in writing by

Mortgagee to do so.

It is agreed that all money payments which may become
due under and by virtue of this agreement shall, upon notice as
aforesaid, be paid by Champlin to Mortgagee, to be applied as
advance payment of the principal obligation under the promissory
‘note secured by the aforementioned mortgage, but shall not defer
“the due date of any installment provided for in said mortgage,
until such time as said principal obligation is paid in full, and
thereafter such payments shall be made to Land Owner.
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transporting and compressing the production prior to delivery
to the purchaser at the point of sale or use,

When production of oil from lands under several sur-
face ownerships is commingled in one central tank setting for
practical operating reasons, pericdic individual well tests
may be made to compute the quantities of commingled oil
properly allocable to each well, and the two and one-half
percent (2-1/2%) payment provided herein shall be payable
upon the quantities apportioned to each well as reported to
Champlin in full satisfaction of the obligations of Champlin

under this Section 2.

Section 3, Nothing herein contained shall be con-
strued as a covenant to drill by Champlin, its agents,
lessees, licensees, successors, or assigns, or by any
operator or unit operator, or as a grant to Land Owner of
oil or gas rights or rights in other associated liquid

hydrocarbons, :

Section 4. Champlin, its agents, lessees, licensees,
successors and assigns, including the operator or unit cperator
undar a unitization agreement, shall be required: (a) to pay --
for all damage to Land Owner's lands, buildings, and growing
crops caused by the erection or construction of facilities to
be used in connection with oil or gas or associated ligquid
hydrocarbon operations; (b) to bury all pipelines below plow
depth where such lines cross cultivated land; and (¢) to con-
struct gates or, at its opticn, install cattle guards where _

necessary for crossing fenced land in connection with explora-
tion, development,:.or producing operations and, where an
election has been made to construct gates in lieu of cattle
guards, to keep such gates in repair and closed, In no event
shall the amount of damages exceed the value (as determined
by the use of the land at the time the damages are sustained)
of that porticn of the Land Owner's lands actually used by
Champlin, its agents, lessees, licensees, successors or
. assigns, for the location of its facilities. The fact that

damages have not been agreed upon shall in no way delay, re-
strict, impair or diminish the right of Champlin, its agents,
lessees, licensees, successors and assigns to commence or con-
duct oil and gas cperations on the described premises.

Section 5. Other than the payments to be made as
aforesaid, the Land Owner shall not be entitled to any other
or additional payments as a result of the conduct of the -
operations described in Section 1 hereof, and Land Owner will
claim no right, title or interest in or to the oil, gas, and
associated liquid hydrocarbon substances in the described

premises,
Section 6. Subject to the provisions of Section 8

‘herecf, it is agreed that the covenants to pay the sums pro-
vided in Secticns 2 and 4 hereof shall be covenants running

7A2IQ4 _ -4 -
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with the surface ownership of the described premises and
shall not be held or transferred separately therefrom, and
any sums payable under this agreement shall be paid to the
person or persons owning the surface of the described
premises as of the date the oil or gas or assoclated liquid
hydrocarbon production is marketed. Champlin shall not,
however , become obligated to make such payments to any sub-
sequent purchaser of the described premises and shall con-
tinue to make such payments to the Land Owner until the
first day of the month following the receipt by Champlin of
notice of change of ownership, consisting of the original

. or certified copies of the instrument or instruments con-
stituting a complete chain of title from the Land Owner to
the party claiming such ownership, and then only as to pay-

ments thereafter made.

: Section 7. The easements, rights, and uses herein
shall be binding upon the described premises and each and
every part thereof, and the present and future owners there-
of , and shall continue for the benefit of Champlin and its
successors and assigns, as owners of the cil and/or gas.
and/or associated liquid hydrocarbon rights in the described
premises and each and every part thereof, and their agents,
lesseas, licensees, successors, and assigns, including any
operator or unit operator, and for the benefit of other
lands within any unit area within which the described
premises, or any portion thereof may be included, and each

and every part thereof,

Section 8. This agreement shall be in full force
and effect from and after execution and delivery and shall
continue in full force and effect for a period of cne (1)
year and so long thereafter as the oil and gas rights in
the described premises are committed to an oil and gas
lease or license or to a unitization agreement, or s$o leng
as a well capable of producing oil or gas or associated
liquid hydrocarbens is located upon the described premises,
or drilling or reworking operations are being conducted
thereon, and, upon termination of such lease, license, or
unitization agreement, or upon abandonment of such well,
or upon cessation of such drilling or reworking operations,
whichever last occurs, this agreement shall terminate;
provided, however, that such termination shall neither
affect nor terminate the rights, expressed or implied, in
the deed or deeds referred to in the Recitals hereof.

o Section 9. Subject to the provisions of Sec-
tions 6 and 8 hereof, this agreement shall inure to the
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benefit of and be binding upon the parties hereto and
their respective heirs, executors, adminlstzntors sJycces-
sors, and assigns, ,

Section 10, INA M, KERN spouse
of the above-named Land Owner, does hereby join In'thfoexe-
cution of the foregoing agreement, hereby releasing and
waiving all right of houestead and dower in and to the lands

above described,
IN WITNESS WHEREOF, the pa:ties hereto have exe-.

cuted this agreement as of the day and year first above
written, ,

CEAMPLIN PETROLEIM COMPANY

Byz/}h P

Attorney in Fact

WITNESS:

QQ;QQ,'EC (] IL!Z::Z;&Z | ngﬁm
WILLIAM F. KERN, also known as

W. F. Kern

Soc1|al Security lum!elr

M. MELVINA KERN, also known as
Melvina M. Kern

Social Security Number

ATTEST: | THE FEDERAL LAND BANK OF WICHITA,
‘ Mortgagee

Mﬁ&% By //%
Secfgtary ///,/’ f«)cj¢4gﬁ37 Pres1dent
| Tax Identi!ication Numﬁer

703R4A
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INDIVIDUAL ACKNOWLEDGMENT

State of échU C}QO) '

County rof wiﬂ-b ; es )
On this 3 é/} day of bEﬁZ/HBEL , 19 85-:_-

before me. personally appeared _ }JELLIAM F. KERN

, his wife, to me known to be

in and who executed the foregoing instrument,
game as their free act and deed.

and
the persons described
and acknowledged that they executed the

My Commission expires My Commisslon Expires June21, 1964

;‘” W Notary Public
£ INCIARY 2 | - ﬁ;
LS A Residing at  22AHNTEES T
R A e ey SEY ot
L SR ﬁé gagai‘t/; g0 063/
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CORPORATE ACKNOWLEDGMENT
State of %L oripO )
County of J()CL.>> . ;
on this . BLD  day of _ NE(EmBSL, 19I5, bvefore
me, a Notary Public in and for said County, in the State aforesaid,
personally appeared LJO.SE&W 7\/ A~ = + to me personally
known, and to me personally known to be the _%ﬁ V(5. President of

THE_FEDERAL LAND BANK OF WICHITA . FLBA of Greeley and to be the

- same person whose name is subscribed to the foregqoing ins(f_;rument,
and who, being by me duly sworn, did say that he is the Sg_’,_ {//g‘:é_
President of said Company; that the seal affixed to said instrument
is the corporate seal of said Corporation, and that said instrument..
was signed and sealed on behalf of said Corporation by authority of

its Board of Directors; and the said ‘(\Sf y1os >C1;5/b€/77’

acknowledged said instrument to be his free and voluntary act and

. deed, and the free and voluntary act and deed of said Corporation
by it voluntarily executed, for the uses specified therein. |
IN WITNESS WHERECOF, 1 have hereunto set my hand and

off:.c:.al seal the day and year above written.

WMy ommlsstonExplres June 21,1588
b s, . Mg~
/

My commission expires

Notary Public

Residing at: (27 2N STeEST
= GULEELEY, (o b3

(SEAL) ; i O,
F - ‘l\ o~ -

£ P '-‘é’

= u: ’F- 'd; ‘_ A H

it o f Q@ .53_-'
&5 |

5
‘.
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Attorney in Fact ~ Corporate Acknowledgment

State of COLORADO )

} 8s
County OEW)

The foregoing instrument was acknowledged be-

fore me this _ /™ day of ﬁm&/ ’
13 £5, by £ on. Itaee '

an Attorney in Fact of Champlin Petroleum Company, a

Delaware corporation, on behalf of the corporation.

CAROLEE SMITH
NOTARY PUBLIC, STATE OF COLORADO
MY COMMISSION EXPIRES 6/19/89
( SEAL ) JEFFERSON COUNTY

Notary Public

5800 South Quebec Street

:.QAROLEE; Englewood, CO 80111
\ SEUTH |




