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DEPOSITION
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obininon, F¥inting Cevipnny, 1824-4¢ Stout Street, Denver, Colorado

No. 950CP-1 Rey.-~Deadior

-2~ P

p— (.T?,:j:?y? ""L’!, ,; ] L !"]m " oL AN]j GAS LEASE &!‘?ﬁ"“%‘ Reporting

Ht

. AGREEMENT. Madé and entered Into_thia th. Ly ol Eehruary. 19.2.7., by wnd between
Billy.Ray.Clary and.-Douise Clary . . :
;. Route #1,: Quitague, Texas, 79255

__;,,,,’"Hards'crabb).e Associates, 1860 Iincoin 8., benver, reireisie st e

; WITNESSETH ; That'the lénsor lér and In consideration o, LGN, ANG MOre o Dollars
fo hand paid, seccipt of which fa heichy aeknowledged, of the rayafties herein provided, nnd of the agreements G lessce berein contained, herehy grantn, lenses
“and lets_excluslvely " untd lessss for tho purpase of lnvestigating, exploring, prospectivg, drilling nnd mining for and producing ol), cnsinghend gas, and ail
other minerals, Jaying , plpe Lnss,. bullding tanks, power stations, iclephone Tines bl other Mruciurcs thereon to produce, skves take care ol treal, trannport,

La Plata Cotnts,

hp:rly of the fiest part, hr‘réinn;r ealled leasor, (whether one or more)
’

and housing ‘its employees, the following described land in.
e

, touwits .

o5

Pownship. b North, Range 9 West, NMDH

SESEITHIY T
C.oSection. 19

Tnkes, atreams, roads, casements and righiefway which ttaverse o adjoin snjd landn, whichh Ininerais are owned of clamed by
niny hereafied Do entubiuhed In lowmor; and atwy, In n(ld>lluu to the whove-described Tund, all dand adjolnlag the same anit

owned or claimed by lessor and comtaimngLDEE€_hundred ten (310 Three s, ore SRR,

TO IIAVE AND TO HOLD the same (yubjcct to the other:provisions herein contained) for a term of Ga¥years from thls date (called “primary. term)
and s long therealter ox oil or gas or casinghead gas or cither ot any- ol them, is-produced therelrom; ar as much longer therealter as the leayee in good Laith shal
eanduct, drilling, operations theréon: and should: production result’ from such operations, thls lase ahall remain in full force and effect as long ee oil of gaw or
casinghicad gas, ‘Shall be produced therefrom... « " . ;
head hail be produced theret
g ceation of the premises it Is herely mutusliy agreed as follows:
. 3-The lessee shall. deliver to-the credit of the cssor as royalty, free of cost~in -the
(3] 7.1:! of all oil produced and saved froni the leased premises, or at the lessce's option, pay lo the lessor for much onc-élghth (34) royally the market
'\ price for ofl of like grade and gravity preval ul( in_the fickl where produced on the day such oil-is run-into_the_pipe line, or intoystor: F%J:m 9. .
S, _The!lexsed ‘shall -pay" leasor, 108 royalty, one-elghth (44) of the procecds from the nale of the gas, ab Fachi¥icr GasvtEam “wellsTiEre “gaiOnly T TSGAA,
6 not used or sold shall pay Filty Dollars ($50.00) per annum as reyalty from cach such well, and whilessieh royalty s 1o &n‘! such,well shait be held
toducing well. The: lesaor~to hava gas {tee of charge from any gas weil on the leated premia Taeyignlirta e Pheinclpal awetiise
d Jand by mnking his own topncctions with the well, the msc of said gas 1o be nt ibe Jessor's sole risk and expense.
produced from -any oil weil ) of( : in Facturing of gasoline or ‘any otlier pi
3 ihs meith ot the well 160} Anaciing 20008 et
dellinE - m W - for ol
uniess- the leaee shall,

Tncliuling all mierals undesiyin
feasor or tights to-whicl migera

u~|insvv|o~wl\lchvlnlél?'ﬂimnm'h"l“mr U~ OREEIERN"

nd whi
o bot g

il-oit~or hefore one year from thix date, this lease shall
ate, piny or lender fu (he fessur or for the lessor’s credit in

. b
- B which bank, snd fts suce E agents
g . B g St St ' o
@ ... Thres hindred ten ($310.00)
which shall: opcrate. a3.a. Gover- the' privilege cfefring the commencement of opera .
: manner,; and’, npon : payments,. or tenders | the comniencement, of operations for the dyilling of a well may be further deferred for like periods succeasively
v ' during he primary® terin ‘of - this: lease;.” And .it: s understood and agreed that the consideration first recited herein, the down payment, covers not only the
. privileges, granted- fo. the: daté .when 'said 'reittal is payable as- aforesaid, but also the lessce’s option of extending that period as sforesaid, and any and all other
. rights conlerred. (ANl payments or steiders: siay. bé made by check ar deaft of lessec or any assignee thereol iled or delivered on gr belore the rental paying date,
" Lessee may at any' time execute and deliver to-lessor or place nf rccord a release or releases tovering nny portion or portions of the ahove destribed premises and

¢ thereby surrender this. Jease as.tg_such portiin -or portions and be relicved of all obligation

— i Dollars
ony for the drilling of a well one year from said date; In like
(it

as to the acreage surtendered and thereafter the rentals payable
reunder shall be reduced’in. the praportion .that the acreape covered herein is reduced by said release or releases, Notwithstanding the death of the lessar, or his
2t Iy d ot the fayment ‘or tender of rentals in the manner provided above shafl he hinding on the heirs, devisees, execators and administrators of such

pessons. L [ .
. 501 atany Aime pride to the discovery‘ef oil or gas on this fand and iluring the term of this lease, the lessce shall drill a dry hale, or holes, on this land,
. this_[ease ahall not terminate, ‘provided operations for the drilling of a well shall be cornmenced by the uext ensuing rental paying ‘date, or provided the fesste
begins or resumcy the payment of rentals i the moangner and amount ahove herein provided: and in this event the preceding paragraphs hereol governing the

. payment, of rental and;the manney and effect: thereol shall continue in foree. )
it GEE BRI fessor owns i (1688 Interést i the above described Eind than the entire and wndivided fee simple estato herein, then the royaltics and rentals
> .« hiercin' proyided

for-aball be paid the lesyor only in the proportion which his interest bears to the whole and undivided fee.
<% .7, Leased ahall linve the rlght to-ude, free of coat, gas, oil, and water prenduced on said land for ity operation thereon, except water from wells of lessor.
-y Wihten requested Uy Jensori Ioance ohall bury s pipe lincs below plow depth. 3
§Noj well ‘ahall be -dellldd -ricarer thans 200 feet Ito - the Tiouse or-barn pow on maid premiscs, without the wrilten consent of the lessor,
Lessee shall pay for damages catsed by its operalions to growing crops of sail lamd.

to semove all.impravements, machinery, and fixtures placed or erected by lessee on said premises, Inciuding the

t any 4

- Lessee’ shall have the, right
o pull 40d Femove casings, | Ko
8, .1t tha'lesscn ahall commente 6. drill.a well within the term of this lease or any extenslon thercof, the lessee bhall have the right to drifl such well to
“eompletion with reasonable diligence and dispatch, aud i eil or gas, ur cither of theny, T ool fi ynying quantltice, this lease shall contlnue and be In force
- witly the Tike elfest mn i auch well had been ,cormicied willin the Torm of yeats hetel Girst mantioner,

g 9. Il the estate. of. cither ‘party hercto. fn assigned tand (he privilege af ansigning I whole or in part s expressly allowed), the covenanta hereol shail
-extend to their helrs,, excculora, administratory, successors and assigns, but’ no_change of ownership in the land or in the renlals or royalties ghall he binding on
the Teanee (BHI alter nutice fo! the ‘Jessce and it fias heen furnished with the written transfer or assigninent or a certificd copy thereof, and in case fessce asaigns
his lease, lu whblp of.in part, lesses ahall be felicved of all obligations with respect to Uie assigned portion or portions arising subsequent to the date of assignment,
= ligre: shall Ko na. obligation an the part of the fessce to offset wells on separate tracta into whicl the land covered by this lease may be hereafter divided
devise r otherwise,: or o luenish' separate measiriag o coceiyint taaks. 15 i herelry ageeed (hat, in the cvent this lease shall be Resigacd as fo & part
10 pacts of .the. above described lands, ‘and” Ure’ bolder or owner of any such part or paris shail fail or make default in the payment of the propurtionate part
vent dile.from him-or’.(lieni, on’.an acréage hasis, sich default shall not operate to defeal or affect this lease in 3o far as it covers a part or parts of said
upon: which' the said Je! or. any- assignee heseof shall make due payments said renials.

1.2 I at any timedhere be-as ny: 88 ix parties (or more)-'entitled to reccive royaltiey under this lcase, lesses may withhold payment thereofl unless and
parties’ designate dnwiiting In’a récordable instrinient to: be filed with the lessce, a Trustes to receive sl royulty payments due hereunder and to executo
on’ behalf ‘of arties ond their respective auccessnrs in title.

.t 12:,: Lesyee shall liave ‘the, right to' unitize, pool, or combinc all or ‘any Ean of the above described Innds with other lands In the same Eanerll arca by
. mtulng:lf.m;a‘go'o eratiye, o, unlt plan- of development or opcration . approved any goverumental authorily. and, from time to time, with like approval, 1o
it 'hodily, Sladgetqr-terlningtelany. duch, plan. Gr dgrectnent and, in such event, the terma, condilions and provisions of this lease shall be deemed madified to
onfarnl “to.-the terms,  chuditioas,. and:-provisions of such approved cooperative or uait plan of development or operation and, pacticularly, all drilling and
Seveloprent. requitcments of this- leasc, cxpress,or imphied. shall be satistied by coimpitance “with_the drilling and Fevelopment requfrements of such ‘olin"or
. mgreemncnt,’ and this:leasc (ahall not terminate: or expire during the life_of such plan or.agreement. In the event that zaid sbove described lands or ary part
hereof, shall herefficr betoperated: undir any such ‘cooperative or uvnit plan of development or operation whereby the production thercfrom is allocaled to diferent
+ portions, of (he iand covered by said plat, then the productinn alloeated to any particulae (ract of jand shall, for the purpose of computing tie royalties to be paid
’nueumlct,to' lessor,, b regirded as hiving been. praduced from the particular tract of land to which it ix allocated and not to any other tract of land; and the
soyalty- pdymedts 10 bat made. hereunder to“lessor: aball e based ‘upon produrtion only as so allocnted. Lespor shall foimally express: Jessor’s consent to any
coaperative ne: mit plan of. developifient. or., operatinn ade and app u r(\\":rmnculnl E ir executing the same vpon request of lessce,

.. ++13, % In“additlon: 10 and-not, It Mmilation ol the rights gran pragraph 12 hercof, lessee is hercby the rI!lhl and eplion to consolidnte, poo! or
Ahet-bundstuver edy by-this, lenses» or, dny. pertion ‘ar. peetiond hareol or.aay " stratum. or. strata - thereunder, = ~other - lands ak'ulike..atrata there-

r_the; development, tliereof or - for * the ‘production therelrom of oil,) Ras, casingliend gan or other “hydrocarbons, or any -or ail of sald prodncts,

+-when' in’ leasee's diacretion and. judgment jt. iy advisable.so ta-do for proper development or operation of the premises, or to conform to ssncini or roming
vles of any-Jawdul swthority, auch, consélightion, nooling or combining to be into wnits of such shape and dimensions aa lesses, may elect provided that l lands
.t aay such ! nYt 1 be doatiguour. either: adjoining. on careriag) but Ige thin purpase cantigulty shall not be deemed to be destroyed. by reason of the sxistence
of .any -exeluded-street;. hlleyiirond;, failroad, ‘canal, stream, rigiit of way or other similar atrip or parcel of land. Any unlt formed undef this r:ragraph for pro-
ctioh of .vil and: casiighend ga nll not excaed forty-three (43) acres in murface area, for production of dry or gas well shall nat exceed six hundred snd
4 {orpyoduction of condensate or diatilinte ahall pot exeeed three hundred and thirty (330) ncres in surface area uniess aoinc
atger unif for: condrusate or dinttllate ts-pecmitted or prescribon by fawfol nathority, in which event such Iarger unit hall contral, provided thnt, if govarnmental
urvey-“nlu;b -.lrreznlgr {8 'slze In the area’of ‘this leasc, the aire‘of any of the units mentioned lierein may he {ncreased to -the size of the there tx-sﬂnr Rovern-
méntal furycy “ynit ‘nebteat.dn slze-te the ‘Unit!screage Yre:crilmd herein, The right and ontien fierein granted to lessee may be cxercised at any time or from time
o time;. whether, before’ or .a(ler, production, fs: secured and whetber or not a-unit may theretolore have been created for gome other product, by executing in writ-
. - ing.an Insttument idéntifying :and!detcribing /the “unit created, and Ly " delivering a copy thereof to lessor or by recording a copy thereof in J\e county where the
~reoland is, located: “The' lands in any sich unit shail be dg\'dor:(l or’ operated” as one tract and any drilling on or production from such unit, whether or not from

+ ) 1 lands described I’ this lease; shall be deemied to be drilling done or production secared on the landx subject to this lease for all ?urpo!u except lor the purpose of

! ayment fl .[o{al(y hcreun&e :In “such.eyent, and in licn of the royalties elsewhere herein specilied, the lessor shail receive from production on sny such unit
t the rate ‘stipulated elsewhere lierein, ns lnssor's acreage jn.the wnit (or his royalty interest therein) bears to the total acreage

il by

= on| phrtion “of. thei royalty,” 1 ) ' -
Ny of the unlt.’ Formation ,of any unit ay hercin provided -shall in no manser affect the ownership ‘or amount of any rental which mny be payable under the terms
o 0f this lease, B < hoit

he protéction of réservoir pressures and rovovery of the greatest ultimate yield of ofl, gas and other mineraly, lessec
premlses with other premises in the Same general grea:for the purpose of- operating and maintaining, repressuring and
S, the leased. premises, aud no foyalties shall be payable hereundec

.5 140 I, the {oterest of conservation,,
shall 'Have thelright to ‘combihe: the Teased 'y
recycling Jacilities, and,for. such prirpose mlay. locate such, facilities, including input wells, upon
upon. any; kaslpsed for: yepressuring and -seéycling operations benefiting the leascd premises. & 7. - BT . :

. -'15, Leasor hevely iwarrants and agrees to defend the title to the tand herein described ang agrees that the®lessde, at its option, may pay end discharge
any taxes ! mvpgzﬁ..prvmhur,hm existing. levied, or.assersed on or mgainst the ahove described lands and, In everit {t exerclaes such option, [t shall be sub-
rogated 13 '{be righta’ of any Holdét ,of-bioldéra thereof. and may reimburse itself by upplying Lo the discharga of sny, such mortgage, tax or other lien, any royalty

. or rentsls’ actiulng hereitader, T I S I . s : F y
e Lrepiah gayments wAlch may. i dus hader W fene may be mate 1o ... B2 LLY RAY’ Clary :
aboye. named- lessors;. In *the nuanner horcin atated. - .10 o s y

copt fewlthin the:.primary:term -of - this” fease ‘jiroduction én' the leased premises alisll cesse . from sny cause, thie leass shall not terminate’provided
+ opecations forrthe drilling of 1 well ahall ‘bercommenced Leforeror on the next ensuing rental paying date; or, provided leyses begins or resumes the payment of
. rentals In’ the/ manner: and amount herelnbefors provided. If, nfter «the expiralion of the primary term of this ense, production on the leascd premises shall cease
from wuy.cause,i this ‘leaso . ahall-not Aenminale ‘provided lesaec resumes operations for drilling a well within sixly (60) days from such cessation, and this Jease

) nlull'.umdm force: 'during the prosecution of such.operations ‘and; if production rcwulls therelrom, then ong lrpro\{llcﬂml contintes, . .

o
©oo0 o i NatwWithstanding ‘Edything herein, contained, to.the contyaty,, landd dhove~
R Sel R R S R R

part any ol s Implied covenants, conditigns.

T : 5 B - 2 3
Y. It iz agreed that this.lease §hall ncver be forfeited or, eancelled for failure to perform in whole or L
5 nal determination, lessee is given a reasonable

or stipulations unii it shali have first been finally judicially d nined that such failure exists, and after :ut
timic "therefrom (o comply with any such covenants, ‘conditions;. i/ stipulations.

- u M express and implicd covenants of dhis leane sl subject to all foleml and state laws, exeor ¢de orders, rules and regulatlons, and this feasc
skall not he terminaled, in whole or in part, nor lessee held liable in-damage for failure to comply therewlth if =ompliance is prevented by or if such faiture
is the result of any such law, order, rule or regulation, or jf such compliznce is prevented by or failure Is the result of inability of lessee through na fault of
its own, to obtain suificient ‘and. satislactory. ntaterial and equipiment to justify the conuuencement of drilling operations or to continue preduction of oil or
gas from the Jeased premlise

20, Tids lease and all its terms, cor xtend to aml be hinding on all successors of said lessor or lessce.
With respect to and for the purpose af this lesse Jeawor, and cach of them il (here be more than one, hereby selease s waive the rlght of honcatead.

Pt AT R R A AR B B ity ) i

: T | ~ [
Yo d-92- 99 59 - (,[%\/ Rowvt Clpon
2
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Tiodi sédéféry

ons, and stipulationa shall
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50¢idl Security
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ACKNOWLEDGMENT
sTATE ofF..Colorado, .

County of.

On th ... before me personally dappeared.

ARy -1 -T £ L gme e w S
nd to e known to be the pcrson.?._ described in and who executed

..executed the same 23 ENQLL. free act and deed.

1

78
MONTANA ACKNOWLEDGMENT

Notary Public,

£ L JUN

STATE OF

Connty ul...
On this.

ey it the year 19, o before mie, ...

Notary Public, personally appeare

"known to me to be the person....., whose name........ is (are) sub-

scribed to the wilhin instrunient, and acknowledged to me that ... he...... exccuted the same.

. Witness my hand and Notarial Seal the-dale last aforesaid.

My commission expires: |

Nutay

Residing at...
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. MONTANA .CORPORATION ACKNOWLEDGMENT
Oun this. ’_uf .+ it the year of 19. -y before me,..

.............. a - notary public, personally appeared

s kttown to e to be the ..

trument and acknowledged to me that such corporation executed the same.

Given under my haﬁd_ and_official seal 4 date above written.

My commission expires:

Notary Public for State of.

Residing abucconssniiianns
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O!L AND GAS LEASE
)

THIS AGREEMENT mage this Ltember . 9. 87 vetmeen
. . _Billy Ra) waasy, also known as_B..R. Clary, and Louise Clary, hushand and wife .. ..
oo —Route 1

e Quitaque,_Texas__79255

Lessor rnaing: any or morel, and ——Amoca Production Company, 1670 Broadway, Denver, Colorado 80202

o 1n conyigeration of Ten_and Moxe Dottars
. 1he raceipt and wuMiciency of which 8 hereby schnowledged, of 1he rovatites herdin 0rovided, end of the sgreemeni of Lessse heren

107 INg purggss of (nvestgating, ¥aploting. pro3psCtng. dnlling and mning 107 and Produgsng oil 4nd Qa(tNEIVDING. bul AOIIMsled 10
neot produced in 8330¢iaton Iherawith, faving proe hnst, buidding 1anks. pOWe! SIalONs. Lefephone hines. 10ads and O er Tlructures

LY

10
€OMIInRD. hereby grants. eased Ind Ie13 axciubvaly unto L
931 Drogucibia lrom coah-buaning formenons) nd alt subs

IRere0n 10 produce, ave, teke care ol Lreat, tranBPOMt §nd Own B0 ErAGUCHL. §nd housing 113 employees. the lollawing described land in

La Plata cownv._Colorado 0w

472 +91-
DEPOSITION

EXHIBIT

e

Township 34 North, Range 9 West, N.M.P.M, (S.U.L.)

Section 18: Lot 3 %I:atters?oP&Rng_x}:—‘ng

c

as to the rights from the surface of the earth down to 100 feet below the
base of the Pictured Cliffs formation.

@'/t’.(‘, * Lessor acknowledges receipt in advance of all delay rentals due during the
L.C. primary term of this lease.

See EXIIBIT "A", attached to and made a part hereof for lease amendments.

of Sectron, e m Township s mmns Renge e,

1001 20 1 ¥paciically dwacribed harein all lands ownsed of <Iamed by
21oduted 1n £310C1800N Iherewith underlying takes, mvers

10 9001110 10 thy lend above deacribed, Lessor heraby granty. teare s 3nd a1y osclusivaty unto Levias 1o (he seme
ot whith are adpIcent. contiguovs 10 o2 farm ¢ part of the Iandy above pacicularly descrDed, including ot ov, gas #nd atl Kubatenc

shal be gremad 1o conn 40, 60

™. ro1d emenit Ind nghis-ol-wav which travarbe 0f 49)0im any of s0:d 1nndr For'tentat peyment putposes 1he land included wihin s

»
26743, Whethar 1 actually comprives more of s ears
vears @, 0,8, L&

s date fcalied prmary lerm’ 1 and 89 long thersatier 13 o, or 9

produced lrom saed

ned, this Lease shalibe for 2 term oA KR K Nrom o

2. Subieci 10 1hg Other provisions harein conl
1end necaunder, of 0BITsLENs lor Gulling of reworking srs conductsd herson

. JiThweoyaiupiaby pydupy 18100 041 410 01her higuid hydroCarbons. 00 e-0ighik bl hat 0roduced and ssved rom said 1and. Ih8 1ame o b delivered B1the wells, 0r1oThe credi of
1000 1710 1he DiDe hne 10 whith Ihe wells may be connacied; Les

may Irom 1ime 10 lime purchase #ny royslty o in 111 PO
Dr00u¢ £d A he I8te of Purchp3e: (61 0% gus and the constituents 1hetpo! DIOTVCed Irom 1810 fand #nd 101d 07 vsed ol 1he Dinm:
marketvalug 2110¢ well Of Ong-01QIN Of the DIOJUL! 40 1010 0 UBEd. PrOVIORT thel ON ProduCT 3010 51 1he wells 1he rovalty Shalt De on
free ute ot ot gav. end wa 110m Lea107 3 wells. sireams, fakes and ponas. for sl operatians hersundse,
a0y 10 vied

on, paving 1he merket prics 1harefor orevacting for the fietd wrere
00 1he manufaciure of Gasoling of ather producis (heralrom the

1ghin of the amount reatied lom such sale Letses snaninae
ng 1Nt 10yalty 0N O1f Ind ga1 1hall be COMPUIEd Btar Gaductny

4. 118 wall aDable of Droducing QUE IR paying QuanINHY 13 completed on the sbove Descr:bad 1and 4nd 15 shut in. thrs Tease shytl continue in eHect for s parrad of one vear from the date 1uch
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ACKNOWLEDGMENTS FOR USE IN OREGON, NEBRASKA, KANSAS, COLORADO, WYOMING, NORTH DAKOTA, NEW MEXICO

STATE OF Colorado \
. [T {Individual{s) Acknowledgment)
countvof ___La Plata ) :

Tha toregoing instrumant was scknawledged bators me this 21st da)’ of September,;1987
I py_Billy Ray Clary, also known as B, R. Clary, and Louise Clary,

husband and wife . = P
My Cummisaion axplres: //- 30_6)5/ *</J},ﬁé"(\?i W{ -~

Nolary Public

_Addrean Y123 S zzaéﬁg ("‘{1?{(2/04_( o goro

STATE OF. )

. COUNTY OF. )

The foragoing instrumant wi

{Corporate Acknowledgment}

scknowladged belore me this

by. L
o, a B
corporation, on bahsil of the corporation,
My Commission explre, .
MNatary Public
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Exhibit_tA"

Attached to and made a part of OIL AND GAS LEASE dated September
21, 1987, by and between Billy Ray Clary, also known as B. R.
Clary, and touise Clary, husband and wife, Lessors and Amoco
Production Company, Lessee, !

1. The royalties provided herein are amended tao read
three—-sixteenths wherever one-eighth appears.

2. Lessor shall have the privilege at his sole risk
and expense, and at a location that will not interfere
with lessee's operations, to use.gas from a gas well on
the leased land for domestic use - in one principal
dwelling on such leased land, but only so long as such
well ‘is being produced by Lessee or its assigns.

Lessor shall alone bear all costs, risks and
liabilities arising from or associated with
installation, maintenance or repair of facilities
related to its use of gas, including but not limited to
liabilities to Lessee, Lessor and any third parties.
Lessee may designate the location of Lessor's tap on
Lessee's equipment, and Lessor skall comply with all
applicable state and local codes and regulations
related to his use of gas. Lessor shall indemnify
Lessee and hold it harmless for any and all risks,
costs, expenses, liabilities or damages whatsoever,
including attorney's fees, related to Lessor's use of
gas.

SIGNED FOR IDENTIFICATION:
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as to the rights from the surface of the earth down to 100 feet below the
base of the Pictured Cliffs formation.
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e _M%_
Louise Clary

ACKNOWLEDGMENTS FOR USE IN OREGON, NEBRASKA, KANSAS, COLORADO, WYOMING, NORTH DAKOTA, NEW MEXICO

STATE OF Colorado ) )
TS {Individual{s) Acknowledgment)
countvor __La Plata )

The foragotng instrument was stknowizdged befors me this 21st_day of September, 1987 _
Billy Ray Clary, also known as B. R, Clary, and Louise Clary,

husband and wife .. Q
My Commission axpires: 1/ - B~ 5€ 4( /(,E(L ‘27/0/%: |

Notary Pubin

Ao 1935 /)a A e 4 Cug /w,/(g:/(O Fosr

STATE OF )
. TS {Corporate Acknowledgment)
COUNTY OF ; )

The foregolng Instrumant was scknowledged bafore me this.
by. ik

of. Ll

corporslion, on behall of the corporation.

My Commission expiras: & Totery Pubie
k-1 '3
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Exhibit_rA"

Attached to and made a part of OIL AND GNAS LEASE dated September
21, 1987, by and between Billy Ray Clary, also known as B. R.
Clary, and Louise Clary, husband and wife, Lessors and Amoco
Production Company, Lessee. :

1. The royalties provided herein are amended to read
three-sixteenths wherever one-eighth appears.

2. \Lessor shall have the privilege at his sole risk
and expense, and at a location that will not interfere
with lessee's operations, to use gas from a gas well on
the leased land for domestic use in one principal
dwelling on such leased land, but only so long as such
well is being produced by Lessee ar its assigns,

Lessor shall alone bear all costs, risks and
liabilities arising from or ausociated with
installation, maintenance or repair of facilities
related to its use of gaw, including but not limited to
lisbilities to Lessee, Lesswor and any third parties.
Lessee may designate the location of Lessor's tap on
Lessee's equipment, and Leszor shall comply with aill
applicable state and local codes and reqgulations
related to his use of gas. Lessor shatl indemnify
Lessee and hold it harmless for any and all risks,
costs, expenses, liabilities or damages whatsocever,
including attorney's fees, related to Lessor's use of
gas. .

SIGNED FOR IDENTIFICATION:

B Parg Chanig—

Billy Ray Clary

e &l

Louise Clary
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0718616 Amoco Corporation

\\ / Law Department
Amoco Building
1670 Broadway
Post Office Box 800
Denver, Colorado 80201
Bradley S. McKim 303-830-5150
Attorney Fax: 303-830-4160

July 21, 1992

Dennis Bicknell, Director

Colorado 0il & Gas Conservation Commission
1580 Logan Street, Suite 380

Denver, CO 80203

Re: Cause No. 1, Docket No. 7-3, 7-4, 7-5 and 7-6
Dear Bicknell:

Pursuant to the Commission's instructions at the,July 20 hearing,
I am supplying you with a Complaint, the Brief In Support of Motion
for Summary Judgment and Stipulation For Dismissal in the Clarys'
case against Amoco earlier this year. As I stated at the
Commission, I believe these materials coupled with Amoco's
submission in Cause No. 1, Docket No. 2-8 to which the Clarys'
never objected preclude any further hearings on the payment of
proceeds from Amoco to the Clarys.

Please let me know if I can provide anything further in preparation
for the September hearing on this matter. Thank you for your
attention.

Sincerely,

RECEWVED
ri 22 1992

Brad McKim
BSM:11s (oL, UiL & GAS CONS. COMM.

cc: Dante Zarlengo, Esg.
e = R |
& i —. \ -3
W SDISTE OF LA PLATA, STATE OF COLORADO

Case No. 92Cv & .-

COMPLAINT FOR DECLARATORY JUDGMENT

BILLY RAY CLARY, a/k/a B.R. CLARY and LOUISE CLARY,
Plaintiffs

V.

AMOCO PRODUCTION COMPANY,
Defendant

Plaintiffs, by its attorney, Wm. O. Huggins, III, for their
complaint for Declaratory Judgment pursuant to C.R.S. 13-51.102,
et seq., allege as follows:

1, Plaintiffs are individuals, husband and wife, residing in
Quitaque, Texas;

2. Defendant is a corporation licensed to do business in
Colorado with principal offices in Denver, Colorado;

3. Plaintiffs and Defendant entered into an Oil and Gas Lease
dated September 21, 1987 covering the following described real
property situated in La Plata County, Colorado:

Section 18, Lot 2, Township 34 North,
Range 9 West, N.M.P.M. (S.U.L.) as to
the rights from the surface of the earth
down to 100 feet below the base of the
Pictured Ccliffs formation.

. 4. said lease is filed with the La Plata County Clerk and
Recorder under reception number 555029 recorded on November 2,
1987; :

B4 among other things, this lease provides in paragraph 6
thereof that if, after the expiration of the primary term,
production on this lease shall cease, this lease nevertheless
shall continue in force so long as operations for drilling or
reworking on any existing or succeeding well are being conducted
with' no cessation of more than one hundred twenty (120)
consecutive days and, if such operations result in production, so
long thereafter as oil or gas is produced from this lease;

6. Defendant drilled and completed a gas well on this lease
during the primary term;

74 After the expiration of the primary term, the well ceased to
produce and continued in this mode for a period exceeding one
hundred twenty (120) days, thereby causing the lease to expire
pursuant to its terms; and
. . -.r:.-*' ;:. = N ‘\ —\
4 ‘ 2

8. Although notified of the expiration of the lease for
cessation of production, Defendant has refused and refuses to
release this lease.

WHEREFORE, Plaintiffs pray for a judgment declaring this oil and
gas lease to have expired for cessation of production and for an
order requiring Defendant to execute and deliver to Plaintiffs a
recordable release of this lease.

Dated this 18th day of March, 1992.

Respectfully submitted,

Wwm. O. Huggins, III
No. 6563
P.O0. Box 2120
. burango, Colorado 81302
(303) 259-0%922

! Attorney for Plaintiffs
Plaintiff’s Address:

Rt. 1
Quitague, Texas 79255
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DISTRICT COURT, COUNTY OF LA PLATA, STATE OF COLORAD mmlrdg"kﬁo [
case No. 92CV52 TACOUNTY, COLORADO |

BRIEF IN SUPPORT OF MOTION FOR SUMMARY JUDGMENT I

BILLY RAY CLARY, a/k/a B. R. CLARY AND LOUISE cmm-%_l

Plaintiffs :

V.

AMOCO PRODUCTION COMPANY,
Defendant

Amoco Production Company ("Amoco"), by and through its
attorney, Bradley S. McKim, hereby supports its Motion For Summary
Judgment filed contemporaneously herewith as follows:

PRELIMINARY STATEMENT

On September 21, 1987, Amoco and the Plaintiffs entered into
an 0il and Gas Lease ("the Lease"), a copy of which is attached
hereto as Exhibit A. See, Complaint, § 3. The Isgar Gas Unit /A/
Well ("the Well") was completed on the lands covered by the Lease
as a well capable of producing gas in paying quantities during the
primary term of the Lease. See, Exhibit A, ¢ 2; Complaint § 6;
Affidavit of John Hasche attached hereto as Exhibit B, § 2. The
Well was shut in by Amoco on September 19, 1989. Exhibit B, ¥ 3.

The dispute between the Plaintiffs and Amoco devolves into a
matter of contract interpretation for the Court. 1In this case,
Amoco strenuously contends that paragraph 4 of the Lease controls
and that the Lease remains in force. The Plaintiffs contend
paragraph 6 of the Lease controls and that the Lease has
terminated. See, Complaint, §{ 5. Even if one accepts the premise
that Paragraph 6 is somehow operative, however, the Lease remains

in force because Plaintiffs have accepted delay rental payments
consistent with Paragraph 5 of the Lease.

"The paramount purpose of summary judgment is to expedite
litigation by avoiding needless trials where no genuine issue
exists as to any material fact and the movant is entitled to
judgment as a matter of law." Dubois v, Myers 684 P.2d 940 (Col;.

App. 1984). A court must enforce a contract as written. Moore v.

Georgeson 679 P.2d 1099 (Colo.App. 1983). Because paragraph 4 of
the Lease clearly controls and because Plaintiffs are estopped by
their own actions from claiming that the Lease has terminated,
summary judgment is appropriate in this case.

PARAGRAPH 4 OF THE LEASE
APPLIES TO SEUT IN GAS WELLS;
PARAGRAPH 6 APPLIES TO WELLS
THAT EAVE STOPPED PRODUCING

A. Paragraph 4

Paragraph 4 of the Lease provides in pertinent part

If a well capable of producing gas in paying
quantities is completed on the above described
iand and is shut in, this lease shall continue
in effect for a period of one year from the
date such well is shut in. Lessee may
thereafter, in the manner provided herein for
the payment or tender of delay rentals, pay or
tender to Lessor as royalty, on or before one
year from the date such well is shut in, an
amount equal to the rental, and, if such
payment or tender is made, such well shall
continue this lease in effect for a further
period of one year. In like manner and upon
like payments or tenders annually made on or
before each anniversary of the shut in date
such well, such well shall continue this lease
in effect for successive periods twelve (12)
months each.

The foregoing language is typically referred to as a "shut-in

royalty clause." This type of clause was recently discussed at
FTN

some length by the Colorado Court of Appeals in Davis v. Cramer No.
87CA1627 (Colo.App. 1992). In Davis the Court described such
clauses as follows:

...[a] shut-in royalty clause can be inserted

to provide an additional special limitation, /

which requires payment of the shut-in royalty '

if gas is not marketed. It may also be

inserted to prevent forfeiture for failure of

the lessee to exercise diligence in marketing,

may extend the reasonable time within which

the lessee is required to market the product,

or may remove doubt regarding the time within

which marketing must be accomplished, or it

may serve to compensate the lessor for delay

by payment of the royalty.
(Emphasis added) The Well was shut~in by Amoco in order to lay
pipelines and other equipment necessary to transport the gas to
market. Exhibit B, € 4. As a result, the shut-in royalty clause

of the Lease applies.

B. aragra 6

Plaintiffs have based their Complaint on paragraph 6 of the
Lease. Review of paragraph 6, however, shows that it applies to
instances where a productive well has been drilled but thereafter
stops producing. On the one hand, a shut-in well continues to be
capable of production but has been closed down by the owner or
operator in order to prepare for or await a market. Paragraph 6
contemplates not a well that is barred from production by external
sources, but a well that is no longer capable of production because
of depletion, loss of pressure, mechanical failure or some other
non-discretionary reason. Paragraph 6 then, gives the operator an

opportunity to drill a new well or rework an old well in order to
regain pruGuveives w--.--¢ risking the loss of the oil and gas lease
so long as the owner or operator acts within a reasonable time.
Paragraph 6 provides, in pertinent part:

...should production be obtained during the
primary term and ‘thereafter cease,...if /
operations for drilling an additional well are ,
not commenced or operations for reworking an
old well are not pursued on said land on or
before the first rental paying day next
succeeding the expiration of sixty (60) days
after the cessation of production or drilling
or reworking operations on said well or wells,
then this lease shall terminate unless Lessee
on or before said date, shall resume payment
of rentals. Upon resumption of the payment of
rentals Section 5 governing the payment of
rentals shall continue in force just as though
there had been no interruption in the rental
payments....If after the expiration of the
primary term, production on this lease shall
cease, this lease nevertheless shall continue
in force so long as operations for drilling or
reworking on any existing or succeeding well
are being conducted with no cessation of more
than one hundred twenty (120) consecutive
days...

(Emphasis added)

Review of paragraphs 4 and 6 makes it clear that paragraph 4
applies to the situation at hand while paragraph 6 applies to a
well that has stopped producing. Where language is clear and
unambiguous, the Court must enforce the contract as a matter of
law. Moore, supra at 1101. Even if the Court were to £ind any
sort of ambiguity, however, the Court must grant summary judgment
in Amoco's favor because the Plaintiffs are estopped from taking

their present position.
THE PLAINTIFFS ARE ESTOPPED
FROM CLAIMING THAT THE LEASE
TERMINATED BECAUSE THEY
ACCEPTED DELAY RENTAL PAYMENTS

Both Paragraph 4 and Paragraph 6 of the Lease provide for

payment of delay rentals in order to maintain the Lease in force.

v

Paragraph 4 provides:

Lessee may thereafter, in the manner provided
herein for +the payment or tender of delay
rentals pay or tender to Lessor as royalty, on
or before one year from the date such well is
shut-in...

Paragraph 6 provides:

...then this 1lease shall terminate unless
Lessee on or before said date, shall resume
payment of rentals. Upon resumption of the
payment of rentals Section 5 governing the
payment of rentals...

Paragraph 5 provides:
If operations for drilling are not commenced
on said land as hereinafter provided, on or
before one year from this date the lease shall
then terminate as to both parties, unless on
or before such anniversary date Lessee shall
pay or tender to Lessor or to the credit of
Lessor...the sum of Thirty-nine & 78/100
Dollars ($39.78), (herein called rental),
which shall cover the privilege of deferring
commencement of operations for drilling for a
period of twelve (12) months.

(Emphasis added)

The "anniversary date" of the Lease is September 21. The Well
was shut in on September 19, 1989. Exhibit B, { 3. Taking Amoco's
interpretation, under Paragraph 4 the Lease remained in effect
until September 19, 1990 and thereafter each year for so long as
delay rentals were paid. Under Plaintiffs' interpretation, the
Well ceased to produce on September 12, 1989 and Amoco had until

5
the next anniversary date succeeding sixty (60) days after the
cessation of production to make delay rentals to maintain the Lease
in force.

Attached hereto as Exhibit C are copies of both sides of two
checks which were paid pursuant to the Lease and accepted by tge

Plaintiffs. The Plaintiffs cannot accept the delay rentals and

still maintain that the lease has terminated. Shell 0il Company V.

Goodroe 197 S.W.2d 395, 399 (Tex.Civ.App. 1946). The Lease has not
terminated.
CONCLUSION

The Well did not "cease production", it was shut in.
Therefore, paragraph 4 of the Lease is the operative provision, not
paragraph 6. Irrespective of the governing provision, however,
both paragraphs allow Amoco to pay delay rentals to maintain the
Lease. Under either scenario, delay rentals have been paid in a
timely fashion and the Lease has not terminated.

WHEREFORE, Amoco respectfully requests that the Court grant
summary judgment in Amoco's favor and against the Plaintiffs on
Plaintiffs' Complaint and grant Amoco its costs incurred defending
this matter and such other and further relief as the Court may deem

appropriate.
el S e —~ =

I
pated: April 29, 1992 M; 2
]

Bradley S. McKim, #16102
Amoco Corporation

1670 Broadway, Room 978

P.O0. Box 800

Denver, CO 80201

(303) 830~5150 4

Attorney for
Amoco Production Company

CERTIFICATE OF SERVICE

I certify that on this 22 day of April, 1992, I served a true
and correct copy of the foregoing by placing the same in the U.S.
Mail, first class, postage prepaid and addressed to:

william O. Huggins III
P.0. Box 2120 .

Durango, CO 81302
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DISTRICT COURT, COUNTY OF LA PLATA, STATE OF COLORADO

Case No. 92CV52

AFFIDAVIT OF JOHN HASCHE

BILLY RAY CLARY, a/k/a B. R. CLARY AND LOUISE CLARY, i
Plaintiffs

V.

AMOCO PRODUCTION COMPANY,
Defendant

John Hasche, after first being duly sworn, does hereby state
and depose as follows:

1. I am employed by Amoco Production Company as the Manager
of Land for Southern Rockies Business Unit.

2. The Isgar Gas Unit /A/ Well ("the Well") was completed as
a well capable of producing gas in paying quantities during the
primary term of and on the lands covered by the oil and gas lease
("the lease") attached to Amoco's Brief In Support Of Motion For
Summary Judgment as Exhibit A.

3. The Well was shut in by Amoco on September 19, 1989 and
shut-in payments were tendered to and accepted by the Clarys
pursuant to paragraph 4 of the lease. A copy of the cleared checks
for shut-in royalty are attached to Amoco's Brief as Exhibit C.

4. The Well has never "ceased" production. It was shut-in
while pipelines and other equipment were being built to transport
the gas to market.

I have reviewed the foregoing affidavit and have personal
knowledge of the matters set forth therein. The statements
contained in this Affidavit are true and correct to the best of my
knowledge.

OHN HASCHE

- 4
STATE OF COLORADO )
CITY AND : ss.
COUNTY OF DENVER )

The foregoing instrument was acknowledged before me
G~ day of (Lol , 1991, by JOHN HASCHE.
v
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Exhibit_tar

Attached to and made a part of OIL AND-GAS LEASE dated September
21, 1987, by and between Billy Ray Clary, also known as B. R.
Ciary, and Louise Clary, husband and wife, Lessors and Amoco

Production Company, Lessee.

1. The royalties provided herein are amended to read
three-sixteenths wherever one-eighth appears.

2. Lessor shall have the privilege at his sole risk
and expense, and at a location that will nmot interfere
with lessee's operations, to use gas from a gas well on
the leased land for domestic use.in one princigal
dwelling on such leased land, but only so long as such
well ‘is being produced by Lessee or its assigns.

Lessor shall alonme bear all costs, risks and
liabilities arising from or associated with
installation, maintenance or repair of facilities
related to its use of gas, including but not limited to

liabilities to Lessee, Lessor and any third parties. )
o

Lessee may designate the location of Lessor's tap on
Lessee's equipment, and Lessor shall comply with all
applicable state and local codes and regulations
related to his use of gas. Lessor shall indemnify
Lessee and hold it harmless far any and all risks,
costs, expenses, liabilities or damages whatsoever,
including attorney's fees, related to Lessor's use of

gas.

SIGNED FOR IDENTIFICATION:

Billy |
Gty Ko Corigpn
f
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DISTRICT COURT, COUNTY OF LA PLATA, STATE OF COLORADO

case No. 92CVS52 MAY 2 2 1992

‘ i ™ ; RECEIVED |
|
!

STIPULATION FOR DISMISSAL WITH PREJUDICE

BILLY RAY CLARY, a/k/a B.R. CLARY and LOUISE CLARY, ﬁwbj;jéhbhm
Plaintiffs, Lot

NAY T 1952

V.

AMOCO PRODUCTION COMPANY,

Defendant.

The parties, by their respective attorneys, stipulate that
this case has been fully settled and may be dismissed with
' prejudice pursuant to C.R.C.P. 41(a)(l)(B) with each party to
bear its own costs and attorney’s fees.

The parties advise the Court that all court costs have been
paid and that this case is not currently set for trial.

Dated this 7th day of May, 1992.
RECE!V ED Respectfully submitted,

TE 2 2 1999 Lo oessnn s

Wm. O. Huggine/{/II1I
MGAW‘S CommM. Colorado Bar # 6563

P.O.Box 2120
N Durango, Colorado 81302 1"
A (303) 259-0922

Attorn for Plaintiffs
/ W “Hl 5

Bradley/S. McKim, No. 16102
Amoco Production

1670 Broadway, Room 978
P.O. Box 800

Denver, Colorado 80201

(303) 830-5150

Attorney for Defendant

cc: W. O. Huggins
B. S. McKim




