1315 Main Ave, Suite 221
Durango, CO 81301
970-259-2959 telephone
johnstonland@frontier.net

JOHNSTON LAND COMPANY, INC.

Memorandum dated July 10, 2013

To Whom It May Concern:

Pertaining to Kinder Morgan CO2 Company L.P. (Kinder Morgan) Well HF-4 Data Request Form
Information, Johnston Land Company, Inc. (JLC) would like to provide the following supportive evidence:

According to the Surveys provided by Kinder Morgan, the surface location and partial drill through for HF
#4 is T37TN-R19W-Section 1: S/2S/2SW/4 (Part of Re-Survey Tract 54). The drill through and bottom hole
location is T37N-R19W-Section 12: NW/4, N/2SW/4 (Part of Re-Survey Tract 54). To clarify and support
the fact that Section 1 is part of Tract 54 (as is lands in Section 11: E/2SE/4 & Section 12: NW/4, N/2SW/4)
we provide copies for the below listed documents:

1.

10.

11.

12.

Survey Tract 54 is labeled as Tract 4-84 in The Mc Elmo Dome Unit “Exhibit B”. Tract 54 is
described in “Exhibit B> as Sections 1, 11 and 12 and contains 320 acres.

The original Survey for Township 37 North Range 19 West dated September 20, 1889
Patent issued to Roland R. Schneider on January 13, 1926
Re-survey approved on May 22, 1933 by the Bureau of Land Management.

Land Patent detail inventory index under the Land Patent information site of the Bureau of Land
Management Department of Interior

BLM Oil and Gas Plat COC 028372 Determination PL 167 (Act of Cong 7/23/1955) completed May
1, 1960.

COGCC (Colorado Oil and Gas Conservation Commission) map displays tract 54 as‘including
Sections 1, 11 and 12 with an acreage count of 320 acres.

Oil and Gas Lease issued to Mobil Oil Corporation from Donald H. Gilmore and wife Thelma W.
Gilmore dated January 9, 1979 (20% Mineral Interest)

Oil and Gas Lease issued to Mobil Oil Corporation was from Schneider Memorial Scholarship Fund
dated January 3, 1979 (60% Mineral Interest).

Oil and Gas leases contain a “Mother Hubbard” clause as described, “The land covered includes not
only the land specifically described above but also all land if any contiguous to or adjoining said
land and owner or claimed by lessor by limitation, prescription, possession reversion unrecorded
instrument or as to which lessor has a preference right of acquisition.”

Title Opinions provided by Kinder Morgan reference Tract 54 and are based upon the re-survey
information. The Shut —In Gas Royalty Title Opinion dated May 29, 1981 includes a brief paragraph
explaining how reliance on the Mother Hubbard Clause contained within the Oil and Gas Leases is
enough evidence to hold that part of Section 1 which was unintentionally left out of the land
description for Tract 54 within the leases. (The “Mother Hubbard Clause” is included in lease forms
to adequately cover any strips of areas of land owned by lessor continuous to the land specifically
described in the lease and intended to be covered, but not properly described.)

The remaining 20% Mineral Interest now held by Cortez, LLC was never leased. Kinder Morgan
has confirmed this interest is committed to the McEImo Dome Unit as a working interest owner.

Sincerely,

Robert K. Johnston, President Johnston Land Company, Inc.

Land, Right of Way, Permitting, and Project Management Services
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Montezuma County, 'co

date of survey : 10/18/2011
& 05/07/2013 :
date of plat :

05/16/2013
revised: 05/30/ 2013 :

KNOW ALL MEN BY THESE PRESENTS that I, GERALD G H.DOLESTON
do hereby certify that this plat was preparsd from fi

notes of an actual survey made by me aor under m bee¥
and that the some i true and accurate to the
knowledge and belief,

suparvrsion
of my

S 89°55' 52" W 2785.33"

Notes:

1)D:stences/d:mensxons are perpendicular

to section/dliquot lines.

2)Surface use is Fee gmzmgF{huntmg

3)GPS was corrected with OPUS, GPS
operator was R.J. Caffey, CO LS 36562

4 There are no improvements within 500

feet, except a fence on pr Eerty line

at 282 feet and drweway a 272 feet

HUDDLESTON LAND SURVEYING -~ POD KK CORTEZ Co — 870 565 3330



BOTTOM HOLE PLAT
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S}EDERJ‘MORGAN CO2 COMPANY, LP : 1)Distances/dimensions are perpendicular

425' FSL & 2293' FWL — surface location . to section/dliquot lines.
8247.8' grd.el. NAVD ‘ 88 (from OPUS) ' :

. Section 1, T.37 N.,, R18 W, NMPM

1575 FNL & 2293 FWL — bottom hole

Section 12, T.37 N,, R.18 W., NMPM -

Montezuma County, CO

date of survey : 10/18/2011

& 05/07/2013

date of plat : 05/16/2013

revised: 05/30/2013 - '
KNOW ALL MEN BY THESE PRESENTS that |, GERALD CG. HUDDLESTON,
do hereby certify that this plot was prepared from field

notes of on actual survey made by me or under my supervision
and that the some is true ond accurate to the besz of my
knowledge ond belief.

HUDDLESTON LAND SURVEYING — POD KK, CORTEZ, CO — 970 565 3330



. BASIC ROYALTY
J TRacT PERCENTAGE OVERRIDING ROYALTY WORKING INTEREST TRACT
o, DESCRIPTION ACRES AND SERIAL NO. AND PERCENTAGE AND PERGENTAGE PARTICIPATION
,ﬁ WILLIAM B. REDD 0.3125
{ MARK REDD & 1.5626
3 VERA LEE REDD
g 4—g2  T3BN—RISW, NMPM 80.00 MAX DURFEE & 62500 TREND RESOURCES LIMITED 62500 MOBIL PROD. TEX & NM, ING. 100.0000 0.03941}35%
o, 5B E/2NE/A MARGARET DURFEE
- 1o
2 LEWIE Q. IMEL 6.2500,
2 & CARRIE LEE IMEL
T37N—-RISW, NMPM 320.00 MONTEZUMA GOUNTY 12,5000 NONE 00000 MOBIL PROD. TEX & NM, INC. 1000000  0.1576734%
SEC.4:  TRACT 49 BOARD OF
SEc.o:  TRACT 48, ATHRUH COMMISSIONERS,
Y COUNTY OF
7 MONTEZUMA
T37N—RIGW, NMPM 320,00 DUANEL HALEY | 25000 NONE 0.0000 BEARDOILCOMPANY 07ses G 5757\44%
SEC. 1, 11,
12 TRACT 54 - LONLLAYMON NL  2.5000 CHEVRON U.S.A. INC.
LY & WINIFRED LAYMON
L 'MOBIL PROD. TEX & NM, INC.
‘6 SCHNEIDER 7.5000
C{)(b _ SCHOLARSHIP FUND SHELL WESTERN E&P INC.
C‘Q - PRESIDENTFIRST 4~ .
NATIONAL BANK OF UNLEASED NL
CORTEZ — TRUSTEE e
4-85  T3TN—ReOW, NMPM 160.00 MONTEZUMA 125000 NONE 0.0000 MOBIL PROD. TEX & NM, INC. 100.0000 0.07683%2%
SEC.1: .  SE/ANW/A, E/2SW/A4, COUNTY BOARD
414 SW/4SE/4 OF COMMISSIONERS,
COUNTY OF MONTEZUMA
TOTALS FOR MOQUI: ,
TOTAL FEDERAL ACRES 23256.20
LESS UNLEASED FEDERAL AGRES 0.00
. TOTALSTATEAGRES 0.00
TOTAL PATENTED FEE ACRES 2171.97
TOTAL 25427.17 12.5267941%
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Durango 010000

The Uniten States of Americy,

Ta all tu minm these presents shall rome, Greeting:

WHEREAS, a Certlficats of the Registor of the Land Offce st Duramge, Colorado,
has been deposited In the General Land Office, whereby it appears that, pursuant t; the Act of Congress of May 20, 1862,
uTo Secure Homesteads to Actual Settlors on the Pubilc Domain,” and the acts supplemental therets, the claim of
Roland B, Schmneider
has been established and duly d, la conformity to law, for the BOXthwest quart.ar and the north
half of the southwest quarter of Seotion twelve end the east half of the
southeast quarter of Section eleven in Township thirty-seven north of Bangs
nineteen west of the New Mexico Meridien, Colorade, oonta'ining three hun -
dred twenty acres,

according o the Officlal Plat of the Survey of the sald Land, returned to the GENERAL LAND OFFICE by the Surveyor-General:

NOW KNOW YE, That thers is, therefors, granted by the UNITED STATES unto the said claimant the tract of Land above described;
TO HAVE AND TO HOLD the said tract of Land, with the appurtenances thereof, unto the sald claimant and to the heirs and assigns of
the said claimant forever; subject to any vested and accrued water rights for minlng, agricultural, facturing, or other purp and
rights to ditches and reservoirs used in connection with such water rights, as may be recognized and acknowledged by the local customs, laws,
and declsions of courts; and there is reserved from the lands herebv granted a rlg'ht of way therson fur dltcha nr canals constructed by ths
zutﬁnrl nf the nllad States. This @ t iz mede under Section 29 o

rlor ;ﬁ%}?,g*', ﬁszeu d, the sgatent é.g 1§s¥£d Sub}ect t thge.n

B re n opera 1ons wzthou co ensatmn to t e pa
damaggs resulting frgg pgoper mining operat?gns. P

for ‘

I TESTINONY wHEREOF, , Galvin Coolidge,
President of the United States of America, imave caused thess letters to bs made
Patent, and the seal of the General Land Office to be hereunto affixed.
GIVEN under my hand, at the City of Washington, the THIRTIETH
(SEAL.) day of JANUARY in the year of our Lord one thousand
nine hundred and TWENTY-S!IX and of the independence of the
United States the one hundred and FIFTIETH

( K ’ . By the Prosidant:
By

RECORO OF PATENTS: Patent Number._g_'?_{;_q’_(j.o e

¢ Secretary.

Land Office.









61113

vmwgioreoords,bmngo‘\g/ '

slp‘atg'nt.lc.‘kaf‘é:ult_ipf,"‘ayts_pr)(?acc:&esiojnf,—-.97366(.1&(10::{}3';‘ass='SER'i :

Land Patent Details

Accession Nr: 973660  Document Type: Serial Patent ;Sta‘tef

117301926

. Cancelled:No

Names On Dbcument

.. Miscellaneous Information = -

[E] SCHNEIDER, ROLAND R

Durango: : .:

US Reservations

Yes *

Mineral Resery:

No :

Tribe:!

| Mititia: -
State Ih Favor ol e P i |
Military Rank: s Authority: : : MaylZO,t’ 1862: Homestead EntryOriginal (12 Stat. 392y - . i
Document Numbers DoE e Survey Information
Document Nr: | 010000 Total Acres 320.00 ’ :
Misc. Doc. Nr: - [0 Survey Dite -
BLM Serial Nt | CODR 0010000 ‘Geographic Name -
Indian Allot. Nrz | — Metes/Bounds:’;
State Meridian County
co New Mexico PM Montezuma

REMARKS? SUBJECT TO RIGHTS OF PRIOR PERMITTEES OR LESSEES TO SUBSURFACE FOR

www.glorecords.bim govidetalls/patent/dsfault_pf.aspx?accessions

n
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TOWNSHIP 37 NORTH RANGE 19 WEST OF THE NEW MEXICO PRINCIPAL MERIDIAN, COLORADO STATUS OF PUBLIC DOMAIN

LAND AND MINERAL TITLES
MONTEZUMA COUNTY 083 AND ACQUIRED LANDS AND MINS
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OIL, GAS, CARBON DIOXIDE' AND MINERAL LEASE BO0K 501 . 136

THIS AGHEEMENT made this - 9th (PR Jamuary 3 79 _., S P

i O N _ . _Drawer FF, Cortez, Colorado 81321
i Pomt Office Addreas!

eerein called lessor |u hether one or morel and _h_‘__,."gh_il____].-__ .cgmz‘m_n et it i e - — o
_Nipe Greenway Plaza - Suite 2700, Houston, Texas 77046
FHHHUOOHHOOOOHOSETEN. AND  NO/10Q %5330 i g 1

mowledged. and of the ruyaltien herein provided and ul |he agreements ul the lessee herein contamed.

e —pum—— ]

} Lessor. in conssderation of

n hand
wnclumvely by for the purpose of ipvestigeting. expioning, pro#peciing. dnlhing. muming sk e - w and op g Lo and
ucing o (whether or pot simaler to thuse mentioned i iNlecting gas. wa.ord. o Ser fluids and sir into subsurfsce sireis,

ing pipe lines stoning wi. building rosds bridues. tanks. power lines. Lriephone lines and sny other structurss
are and Iransport and ather products 1 d therefrom. and b and otherwise caring

! R e m s lund necessary or uselul in leasee s 0. gas and muneral operations on said land snd sdjacent lond and with the
to and frem waid land lor such purposes scross any adjscent and contiguous lands o° "essor by use of existing roads or otherwise The land coversd

and things thereo
for its rmployeed. iogriher
ol ingress and egrea

hereby |including but not limted 1o all of lessor’'s fulure remander and resermonars rghts therzint berein called “said land. “wlbcated i oo

__HMontezuma = Conty:-es Colorade. . . . andisdescrbedastolion s

Township 37 North, Range 19 West, NMPM:

Section 111 Tract 54, also described as the E/2 SE/4,
Section 12: Tract 54, also described as the NW/4, N/2 sW/4,

and includes not unly the land speeibically described aboss bt als lamd ol amy vomisgunos oo adininary Sand nd und owned of clnmed by lessor by imication. prescription,
possessinn resersion or unsecorded nulruj-éraarunén which lessor has & preference nght ol sogusiere For the purpose of caleulating the ienval ppyments hereinalter provided
e : Il
for. smud land 5 rstmated te comprnse .~ — /1 —— mcres whether it actuaily comprises more ot (28s. ve
; 1 ——T 5

m o Vears lrom this date icalled  primary term™) and as long therealter
is poa

2 Subject tn the other provimens herewn contamed. this lense shall remain i= fuzce for o
nd with w

sch said la

said land or

a8 o1, gas. sulphur, fissionable mat=ral or other minsral in produced [ron.
3 royaitien in be paid by lessee are _
i») on ol and other Ljuid hydrocarbons saved at the well. one-eighth of that :mduu!-l and saved from said land. same to be delivered at the wells or to the credit of lessor
in the pipeline to which the wells muy be connected Lesanr s irierest in either case st all beer 1ta proportion of any expenses lor Lreating oil 1o make it marketoble au crude Losese
. at its option. from time to time purchase any royalty oil or liquid hydrocerbons. paying the market price therelor pres siling for the field where produced for oil or liquid
bons of ks kind and guality on the date ol purchase and lesses may sell mny royalir oil or Lguid hy drocarbons in its pussession and pay lessor Lhe price received by lesses

for such oil and/or hquid hydrocarbens computed st the well:

ib) on gas and cssinghesd gat produced from said land

111 when suld or used by lessee for the satraction of gasoline or other producis therelrum one eighih of the market value at the well of the gas so sold ar used. provided
that the market value shall not exceed the net smount realized by lesses from che sale of gas and estracted preducts. including gasobne and residue gas | “net amount realized™
being defined as procerds receised by ieasee [rom the sale less sil cos1 and expenses mcurred by lessee from the mouth of the well througn sale. excluding normal fiz'd separstion
€ vpense which lessee alone shall bear | In the even: the gas (s processed in s plant in which lrssse awns an interest lessev mas include g2 capense smortizetion of s invesl ment
ir, pupelines 1he plart and s facihues plus o rensonabie rate of return therean The use by lesser ol al ur ans par of che extracted products, including gasoline and residus
L e }:t its awn sccount shell for the purposes hereof be deemed a sale ut the market price prevailing a1 the plant a: the time of use by see, provided. however. if the pnce of
say product  gesoline or gas 18 tegulated by any govarnmentsl agency. narket pnce of such product. gasoline or ges for the purposes of computing royelty on such product,

gasoline or used by lesses shall nol be in excess ol the price permitted by such regulstions 1i s refund ol & poruon of the proceeds derived Iram the sale ol gss may be
required u r any order, rule or reguiation of the Federal Puwer Commisuon or other governmental sgeney having junsdiction thereol. net amount realized shall be calculated
on t*e basis of the pended w.id, or diti d price for such gaw which lessee receives Le .ve may hald without :nterent the portion of sny proceeds subject

al ]

refund antil the amount ol re.und. il any o determined by final unanpealable arder ol the Federsi Poaer Commission or other governmental agency .

n used b lesser for ans purpose other than the extracuon of gascline » other products thereitom and those permotied by numbered paragraph 7. one-eighih of the
riarket value at the mouth of the well of auch gas or casinghead gas. pravided however. that lesaee 3hall in po event be required (o determine and change market ~slue more
olten than unce every celsndar year 7 anges made shall e prospective only 11 the ance of gas or head gas ia Inted by any ¢ 1 sgency. the marke: velus
for the purpases of computing royaliy hereunder shad not be in rxcers af the price permitted by such reguistions:
ieion 5:......»» material and all other le mined o keted one-tenth either in kind or value st the well 0; mine, st lessse s clection. except that on sulphur mined

mnd marketed the ru;-.lly shal' be One Dollar (81 00: per long ton and
1d1 11 lesees drills = =il on said land wn bwred pucied thereeh, sheel well s sapebie of prodecieg cil ey gas e payins auenttiss buat such wall is Bl eine td\-l‘:;g
lease s not being maintained otherwiss as orovided horemn this lease shall not termunate. whether it be dunng or after the primary term (uniess released by leasee)

shall nevertheless be conmdersd the: cil or gas in ng guantitwes 8 bmng produced lrom the land covered by this l=ase. When the lecse is continued in lorce in this mannar,

mesgs shall psv or tender ms roysity tp the parties o st the time of sueh payment would he entitied to recesve royalty hereunder if the well were producing or deposi: to Uheir

eredit in the depository bank a8 hercinafter provided a sum equal to one-twelith of the amount of the annual rental payable n heu of dnlling aperations during Lhe pnmary term
on the number of scres subject to this leass st the time such psyment 1a made for esch calendar month. or ﬁninn thereol. duning which sa:d well s yituated on amid land, or on
land pooled therewith, and this lease 12 not otherwise maintained or thus lease in not released by leasee as to the land on which or the horizon, 2one, ar Jormation in which the well

s sad The firat pavment of such sum shell b= made on ar befare the first day of the calender month after expiration of ninety 1301 day e lrom the d he lease 12 not other-

wise msintained for all accruals to such date and theresfter on or before the lirst day cf each third calendar month for all sceruals to esch suc nee 8 Tuilure to pay or

temdar or to [ roperly or timely pay ar tender any =uch su® s royalty shall render lessee liable for the amount due but it shall not operate 1o terming in
4. U operations fur dnlling sre not commenced or said land or on Isrd pecled thesewith on nr befure ane year from the date hereol. this lease shall terminute a8 1. both parties

unless oft nr befnre such late leasep ahall pry or Lender tor make o hana hide sttempt to pey o tender i Lo lessar of to the credir of lessar in .. e
R R LB iy \ o T T 4 L e AR S O E ] R SRR P
FENIEIENE T R R SR 2 2R s n Rl Eaa t ikl bty
thesumol —_— e e e —_— — Dollars
1] | (herein called rental |, which shail caver the prisiege of defernng commendsinent ol drilling operations lor s perwd of twelve 1121 months Tn Like
menner and upon [ike payment ar tender liy the LT} e oiPdﬂh'm: perations may be lu=ther delerred lor succesnivs perinas of tuelve 112+ monthe. each dunng
the pamary term The psyment o tender ol rentsl under this p‘u‘"fh and ¢ rovaity under Paragreph 3 on any well which i not being produced. hereinafter relerred to s
~shut-in rovaits ' may be made by check or dralt of tesare mailed r delivered o the parties entitled therets or to said bank on or before the data of payment Such bank and its

suceessnrs are leaso: » agent and shall cortinue as depemtory for all rental and shut n revalty pa shle hereunder regardiess of changes in vwnershup of saad iand rentsl ur shut-in
roysity. I such bank 1or sany successor bankl should fail, Lguidste nr be succerded Be another bank or far any ressun feil or reluse to sccept rental or shut-in royalty.
shall not be held in defaust for failure to make such payment or ‘ender of rents. or shut inroyelty wety thuny i 300 deys sfter the party or parties ent itled thereto shall deliver to
lassce 8 prupes recordable inalrument naming snother bank as sgent Lo receiv= auch parment ur tand il ieasen shall make s bone fide attempt on or belore any payment date to
or ffepn:n rental to & party or pariwes ontitled thereto arcording to lesser s records & parey or aartes who prier to such sttempled payvment or depasit. have given
Bee Notice 10 accnrdance with subsequent provisione of this leass ol rhewr nght to recenve fen and f such payment ar deposit shall be ineffectine or erronecus in any regard,
this lease shal! not terminate but shall be maintsinea 1 the sams manner aa of sucn erronecus or inelfecu: ¢ rental payment or depoait hod been properly made provided that the
srronecus ur ineflective tental payment or deposit be corrected wathun thurty (30 Javs after receipt by lesses of written notice by such party or parties of such error sccompanied
such inSLruments as are necessars Lo enable lessre 1o make proper payment Falure to make proper payment or depomit of delay rental a8 to any interest in said land shall
not affect this lease a8 to any inieresl thersin as o which proper payment or depasit 18 made
B. Leasec 1a herehy granted the right and power af any tune and from time to lme To poo! or unitize this iease 1he land covered by H or any part thereo! with any other land
lesss, leapes. munersl estaies or parts thereol for the production of ol gas. or any other minerals The urit may include either ol or ges tincluding condensate) or any of her
miseral and may be Limited to one or more subsuriace straia Unite :miﬂl for a1 nereunder shall nod enceed lorly + 401 scres in surface ares plus a tolerance of Len percent | L1U% |
thersol and units pooled for gasiinclud 4 | hereunder shall not ssceed six hundred forty (6401 acres in surlace sres plus a tolerance of ten percent 110 ) thereol,
provided that if any Federal or State law Executive order rule. or regulation shall prescnibe or permit & spacing pstiern for the develonment of the field or allocate » producing
alluwable on screage per well. then any such onits may embrace s much sdditionai screage as may be so prescri permitted or a8 may be usad in such aliscation or allowsbls.
Letsee shall [ile written uni, demgnations in the eounty in which rhe premises are lucated The unit shall become el on the dete p ded in the demgmation or f the d
won makes no such provimon it shall become elfective upon the date it w liled for recard A unit established hereunder shall be « alid end elfective for all purposes of this lease
aven though there may be mineral rov dtv or leasehold interests n lands within the upit which are not eflectively pooled or unilized Euch units may be demgnated any time
withe: before or alier the completion ot & well or wells or production cherelrom and lesses may seduce. enlarge. modidy or disso've such unit or units a1 ary LMe pnot o the dis
covery of oil gas ur uther minerals on the pooled scresge or. alter discovery of same, a* any time subsequent to the cessauion of production thereof by liling & written decinrstion
to such elfect in the rame county Dnllaz operstions and production on any part of Lhe scresge shall be treated as if such drilling operstitcra »#re Uupan or such production
wan [rom the land descnbed in this lease whether the well or wells be located on the land covered biv this lesse or net The entire acTesge all be
all purposes. excepl the pay of roy n prod: from the pocled unit aa o o re included 10 this leswe In hew of the rovalties hern
son from s urut 8o pooled only such portion of the roysity stipulated herein as the amount of hus screage placed in the unir ur hig ro
8 bears 1o the total scresge so pouled 1n the particular unit involw
& If. pnor w discovery ol oil gea or uther minersls on ssd land or lend ponied therewith ienses should deill snd abandun & dry hole or holes therson. or i slter discovery
of oil. gae or other minersls. the production thereol should resse from any couse thas lease shail not il lesnee reworking ur additional drithng or mining
stions =ithun sixty (A0) dais therealter or i it be within the primary term| commences or resumes Lhe payment of tender of rentals or commences operationa lor drlling.
mining or remorking un or Lefore the rental paving & - next ensuing slfter the expiration of three 3 montha from date of comp il and aband of amd drv hole or holes
or the cessation of production il a dry hole 8 completed and sbandoned st any time dunng t t lifteen 1151 manthe of the primars term ard priar to discovery of oil. gas or
other mineral on swd land ur land proied therrwith no rental pay ment or operatiuns sre necessary m order to keep the lease in firer during the remainder of the primary Lerm
Il. mt the expirstion of the primary term. il ges or other minersl is not beng produced on said land or land puoied therewith but lewser 18 then engaged in operations for drilling.
MININE oF remorking aay wei' or mine thereon, (his lease shall remuin in foree so long e dolling. mining of reworking uperstions are prosecuted | whether on the same or different
walls or minesi with no cessation «f more than sty (601 consecutive days and. f they result in d #o long th fver aw oil. gas or vther mineral s produced from sawd
lmnd or | pool therewith L the event s well of welis producing ol or gas 10 paying quantites should be brought vn om adjscent land and within thres hundred lhlrl? 13301
fowt of snd druning the leased rremises lesser agrees to drill such offser wells as & ressonshly prudent operstor would drill under Lhe same or simalar ¢ The
of the lenses when not (reudulentiy exercised. \n carrying out the purfou- of this lesse shall be conclutive
7 Leaser shall have frer use of ool gas sand water from sad land excepe wscer from lesnor & wells and 1anks for a2l cperations hereunder including repressuning, pressure
maintenance. cycling and 1 Froavery and the roysity shall be computed alier deducung any 30 used Lesser shall have the neht at any tme dunng or sfter ihe
ion of this lesse to ramnve all property and fizstures placed by lesses on seid land including the nght to drew and remove all caning. Unless others e sxpressly p
in, the only limitations on lessse » use of the surface Iincluding sub surfece i space and any materials constituting & part of the surlsce sstate) ol asid iend lor sny operstions
wired or permitted under this lesse sre (1) lewewe shail conduct swek opersiions n & non-negligent manner and | 21 lessss shall not use maors of the latarsl suriace than w
1 ¥ N comnects he: h Any sddici to. ch ar stione of iessor's {acilities made st leasor's request shall be ot lessor s com and e=pense. No wall
ohall be drilled within two hundred fest 1200 [t | of any resmdence or barn now on said lend without lesscr » consent Lessor shall have the mv;bm his ik and szpense. of
*‘l- Iram lly-rn wall on said land for stoves and ingide lighta in the principal dwelling therson out of shy surplus gas not needed for aperations
The rights of either party hereunder mey be stuigned in whoie or in part e to said land or any mineral or subsurisce interval or wny depth th der and the p
harec! ehall exiend (o the heirs, g and sesigns. hut no chenge or division i uvwnership of the land m{lw yaltien. however P
whall operste 10 enlarge the cbugstions or diminish the ts of lessee No such casnge or division in the ownerghip ol the land rentals or royalties shall be Binding upon lessse
for eny wrm:mm Puch PETEON scqu TIng ANy inlerest furmished lesees with the instrument or instruments, or certified cupies thereol, constituting hie chaan of titie from
the origiral . In the pvent of an sssignment of this lewse se to & mﬂf{ﬂmn of smid land. the rentals or shut-in royalty psyments payable hersunder shall be nred
B8 bet weu n the several lessrhold ownera ratably sccording to the surfsce sree of sach and delault in payment by one shall not affect the nEhts of other lsasehold cwners
A\ . relieve snd discherge lwease of any tione harsunder and il lesess or sssignes of or
delsult in payment of the proportionats ‘of Mu“-nmnuya-mu w Trom auch lessss or sssigner or feil Lo comply with other provison of Lhe
d of wpon which lesses or any sssignes thersol shall paymant of ssd rentals or shut =
lesoss may withhold paymaent thoreo! unicss #ad until furnished with & recordabls instrument
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9 Lessee shall not be hable for delays or defaults in its performance of any sgreement or covenant hereunder cue to force m by . ml
herein shall mesn any act of God m:ludyng but not limited to storms. floods. wulmuu tandsticdes sad lighining: scts of the public my 'm.m
rits srrtkes ar iaws, acu orders or requesta of federal. state. muricipsl or other governments or goveramental officers m
bility or delays in delivery of any product. labor, ssrvice ot material. }f losove w

ur.der ccler of suthorny freight ™
ar direcied by any Federsl. State or munmpul law. Ex-c\mve mdgr rule. regulezion or request enacted or promuigeted under color of suthority to ceses
mning opeiptinas rewarking op or pe the land covered by this icase. or if lessee by force mlhm in pmnnud from g
or g i (he-\ until such ume us such law, order. rule. ” or farce ¥ is i d s for » paciod

runing «peratiins reworking
of nunety 191 dovs sfter such termination each and every provision of this laase that might operate to terminate it or Lhe estate eonvey:d by it shall h suspendad and :noperstive
and this tease shal] continue in full force. If sny period of I\IIEMIQH occurs during the primary term, the time thesreof shall be added to such terpr.

10 Leaspr hereby warrants and agrees to defend the title to said land snd sgrees that lessee. at m cption. may discharge any tax. mortgage, of othes lieh upon said lanc and,
in the event lessee Goes 9o 1t shell be subrogated te such lien with the right to enforce same and spply rentals and roylinn accruing hen.ander toward nwl(yiu(llm Without
snpairment of lessee’s nights under the warranty in the event of failure of title. it 15 agreed that .fﬁmr cwns an interest in said land lesa then the entire fee simple sstate, then
the royolties and rentals to be paid lesscr shall be reduced proportionately: shouid any one or more of the parties named abaove sa lessors fail to sxecute this leass. it shell nevses-

theless be binding upor the party or parties executing the same.
11 Lessee its. his suc snd aasigns may st any time. and from Lime (o Lime. sxecute and deliver to lessor or to the d'wﬂtwy bi$ uﬁhlorueurd - :-h‘-war

releasea of *his lease. as (> any part or all of said land or sny miners! or subaurface interval or any deplhs thereunder and thercby
i . zooes snd formetiona under 8 pcruon ol suid land. the delay rental, lhut-lu ;,vy-hy aod

Iend mineral horizon znne or formation. §f this lease is rel d »s to all
ayments cemputed 1n accordante therewith shall thereupor. ve reduczd in the properiion that the d be~rs Lo the ge which was this loase

?I::::I:ifh!pl\ prior ta surh rriease

12, Other provisions hereof notwithstanding, this lease does not cover minerals other than oil,
other liquid hydrocarbons (imcluding sulphur components produced therewith), gas and their con-
As used herein, the term ''gas' means all gases (combustible and non-combus-
gaseous compounds, carbon dioxide

stituent elements.
“tible), including, but not limited to, all gaseous hydrocarbons,

and helium,
13, Beginning with the first anmniversary date of this lease mnext ensuing after production of

oil and/or gas is obtained, for each year this lease is continued in force by production, if the
total royalty paid by Lessee for such year is less than a sum equal to one dollar ($1.00) per
acre for each acre on which the lease is in force 2t the beginning of the particular year,

Lessor shzll be paid the difference as additional royalty following expiration of each such year.
In consideration of such additional royalty, it shall be construed that such production during
the lease year for which such additional royalty is paid was in paying quantities, Payment, or
tender, may be made in the same manner as provided in this lease for payment of delay rentals,

IN WITNESS WHEREOF, we sign the day and the year first sbove wrltten

ssv vtatef 7Y /4//%&\
Tomld He Gillmoxre

'I'helma. We Gilmore . ‘

STATE OF KNKNKKKK ARESONA (7 TN GO
. INDIVIDUAL ACKNOWLEDGMENT '

day of _Jamgary /’/‘F‘é‘é“}iﬁ}f
i

2

{ 757525 5 ?#MA
// -4 19 7J . Notary, jublic

STATE OF ca;,

-‘lmmvm' ) INDIVIDUAL ACKNOWLEDGMENT

County of —

The foregoing instrument was acknowledged before me this day of L4 s
19 by .

IN WITNESS WHEREOF, I hereunto set my hand and official seal.
My Commissi expires. 19 . Notary Public
STATE OF COLORADO 4 .

CORPORATION ACKNOWLEDGMENT

County of. : .

The foregoing instrument was acknowledged before me this day of . 18
by — , partner {(or agent) on
behalf of » a partnership.

IN WITNESS WHEREOF, I hereunto set my hand and official seal. \

My Commission Expires:

Notary Public

M.

County
Deputy.

Deputy,
County Clerk,

County Clerk.

AD19_____
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OIL, GAS, CARBON DIOXIDE AND MINERAL LEASE Q0K 502 - 655

P 1) [ S Ty A B T

THIS AGHEEMEN] madeithis . _ __3['4_

d, P.0, Drawer A, Cortez, Colorado 81321

1Post Ofiice Address)

_Mobil 011 Corporation . = o
Nine Greenway Plaza - Suite 2700, Houston, Texas 77046 - T g

| Lessur, in consrierstion of "_.-_.Igrl gﬂd_ ﬂ'_n_j lg_u:”

i T ennS Ixilars b _m -_OD._..___._l
hand paid. receipt ol which i hers schnowledie . and of the royalises herein pruvided and of the agreements ol the lessee herein contined. herrhy grants. leases and lecs
.c’:ci:uv-w umn h-‘:n the land covered hereby [nt the purpose of inhestiguting. expluring, prospecung. driling mning - gt snd operating for and
produzing oil. gas. sulphur. lissionable matesinl and all other minerals | whether of nnt similer to those mentioned), ipecting gas. waters. uther Nuids and sir into subsurface sirats,
establishing and utiizing tacilities Tor the dinposition ol sall water lnnu':’qﬂ lines. storing wl building ':;:-' bridges. Lanks. pawer hines. tfllnhml{nl pnd::; :hh:::.l:n:::r;
and things therson in produce. save, take core of tresl. process. siore s tr i an T . z 4
lor s n:ploym. togrther with such 1ights and easements in smid land necessary or uselul in lessee s oil. goe and minersl operations on seid land and sdjscent land and with the
rght ol ingress and egress to snd {rum enic land [or such purposes scross any adjscent and contiguous lands of lessor by use of exwsting roads or otherwise The land coversd

hereby fincluding but not limited Lo all of lessor's [uture, remainder and reversonary rights therein ! herein called ‘said land. " wlocatedin oo

__Montezuma cosns . Colorado

and 16 describwd as jollows

Township 37 North, Range 19 West, NMPM:

Section 11: Tract 54 (also described as E/2 SE/4)
Section 12: Tract 54 (also described as NW/4, N/2 Sk/4),

and includes n nltv the land specilically e sibed abose but aiss ali land oy contguous 1o or sdpinine said land oad owned gr cleimed by lessur by Limitation, prescription
posseasion T swif o ¢ unrecorded inutru nent or as to which lesso: hus a preference o acquisiann For the purpeese ol calculating the rental pay ments —M,,m.ﬂ" provided
for sud land 18 rstimaetsd 10 compnse _Q_ZQ-_.Q.{J_ i ncres whether it actually comprises more or less five {5 X
2 Subject to the uther proviswons herein contaned. this lease shall remain in foree for & term ﬂFﬁ ;uu from this date (called " primary term ™| and as long thereafter
is produced from seud land or land with which sas 18 pouled

we oal, &Fl. sulphur. hasionable matenial or other minera

3 The rovalties in be puid by lessee are i ;
inst on ol end other liquid hydrocarbons saved st the well. one-eighth of thst uced and saved [rom ssid land -sme 1o be delivered st the wells or to the credit of lessor

in *he pipeline to which the wells may be connected Lessor's interest in #ither case shall bear its proportion of any eapenses lor !l‘!llilli oil 10 make it markecable ss crude
may, st its option, from nme tw time purchase any myalty oil or liquid hydrocarbons. psying the market price there!s preva wr the lield where produeed lor il or liquid
h,‘a’mm of ik kind and g tv an the date ol purchase an | lessee may sell any royaliy oil or iguid hydrocarbons i (.s possession and pay leasor the price recsived by lessse
lor such oil snd/or hgud hydrocarbuns computed st Lhe well:

it on gas snd ca= ghead gas produce from said |snd
11 when =ald or used by lessee fur “he extraction of gasoline or other products therefrom. one-e:ghth of the market value at the well of the gas so sold or used. provided
that the market value shall not exceed the net amount reslized by lessee from the sele of gas and extracted products. including gasoline snd residue gas | “net amount reslized”
being delined 85 proceeds recerved by lessoe [rom the sale 8ll cost and expenses incurred by lessee from the mouth of the well through sale. excluding normal fie'd separstion
¢ spanse which lrasee alone shall bear' In the event the gas is processed in a plant i which lessee awns an interest. lessee may include 83 ¢ pensy amortize of jts invesi ment
in pipelines 1he plant and its lacilities plus & reasonsble rate ol return therron The use by lessee of all or any part of tl e extracted products, including gascline snd residue
gos. for its own account s all for the purposce hereol be deemed 5 =ale st the market price prevailing st the plant st the tiine of use by lessee. provided. however, il the price of
soy product  gasoune or ges is I by any gover | agency. market price of such product. gascline or gas for the ﬁrpom ol eomputing royalty on such product,
gasoline or gas used by lessee whall not be in excess of the price permitted by such regulstions If a refund of & portion of the proceeds denived from the sale of gas may be
cequired under any order. rule or regulation of the Federal Power C or other g | sgency having junsdicrion thereol. net smount reslized shall be EI.IGI)'III,I‘
on the bama ol the ded and, 'nr ] 1 certifi price for such gas which lesses receives Lesser may hold without interest the portion of any proceeds subject
to possible refund uniil the amount of refund. if any 12 determined by final unlﬁpu.lable order of the Federsl Pawer C, or other g agency.
121 when used by lessec lur any purpose other than the extraction ol gesoline or other products theref snd those p d by b paragraph 7 one-esighth of the
market value st the mouth of the well of such gas or casinghead gas. provided. however. that lessee shall in no event be required to determine and change market value more
often than once ¢very calendar yesr Changes made shall b pruspective only 1l the price of gas or inghesd gas is by any g ) agency, the market valoe
Ioc the purposes of puting royalty shall not be in rxcess of the price i by such
el on fismonskble material and all other minerals mined v marketed, ose-tenth either in kind or value st the well or mine, st lsssre's glection. except that on sulphur mined
and marketed the rovalty shall be One Dollar (81.00) per long ton and

Id) I jesses drills & well on #sid land or on land pooled therewith, which well is capable of producing oil or gas in paying quantities but such well is not being produced and
this lease is not being maintsined otherwise ss provided herein. this lease shall pot terminate, whether it be during or lfm?h. primary term luniess released by jessse) and it
shall nevertheless be considersd that oil or gea in pl{ru q ien is being duced from the land covered by this lesse. When the lease is continued in force in this manner,
lessey shall pa~ or tende: me royalty to the parties who at the time of such &uynu-m would be entitied te recerve royaity hereunder if the well were producing or deposit to their
credit in the dep ¥ bank as b fter orovided s sum equs! Lo one-{welfth of the amaunt of the anoual rental payable in liey of dnilling operstions during the pnmary term
on the number of scres subject to this l2ase ot the time such ;lymem s made for each calendar month, or portion thersol. during which asid well is situsted on smid land. or on
land pooled therewith. and this lease 1s not olherwise maintmined. or this lease 18 not released by lssawe as o the land on which or the horiton. zone. ur formation in which the weil
is completed The first pavment of such sum shall be made on or before the first day of the calendar month after expiration of minety (30 days from the date th- lease is not other-
wise maintmned [or ell sccruals to such dete and tharealter on or before the first day of esch thurd calendar month for all sceruals to esch such date Lessee s nilure to pay or
tender or to properly or Timely pay o7 tender any such sum s royalty shall render iessee liable for the amount due but it shall not operate to terminate this lease

4. If eperations fur dnlling are not commenced or smd land o7 on land pooled therewith on or before one year from the date hereol. this lesse shall terminate ax 1. beth parties

unless on ar belere such date leasee shal! pay or tender for make « bona lide attempt to pay or tender! Lo lessor or to the credit of lpssapin PR S —
e el BT

(L} et thersin called rental’ ). which shall cover :htnrnwk_l' of defernng commencement of drilling operations for » perod of Lwelve 1121 months o bke
manner and upon like pas ot tender lly. the € drilling operations may be further delerred for successive perinds nf twelve 112) monthe. each dunng
the primery term The payment or tender of rental under thia parsgraph snd of royalty under Paragrasph 3 on any well which s naot hem]lfuninted. hereinaiter referred o s
ate of payment Such bank and ita

“shut-in reyaliy * may be mede b; check or drelt of lessee mailed or delivered to the partizs entitled therete or Lo said bank on or belore the
sucorasors are lessor s agent and shall conunue as depository for all rental and shut m royalty pa; sble hereunder regurdiess of chenges in ownership of aaid iand rental or shut-in
alty. Il such bank (nr sny successor banki should fail. bguidete or be Juccseded by another bank or for any resson feil or refus: Lo sccept rental or shut-in royalty, lesses
shall not be held in defsuit for {ailure to mahe such payment or tender of rental or shut in roymlty entil thiriy (30 days sfter the party or parties entitled thereto shall defiver to
lessee & proper recordable instrument naming snother bank as sgent 1o receive auch parment or tender 1M lessee shall make & bona fide attempt on or before any payment date to
)y or deposmit renisl Lo & perty of parties entitled thersto. according to lessee s records. o Lu s party or parties who. prior tu such attempted payment or deposit, have piven
notice in Be d with subs P ns ¢! thia leass of their n:h( to recesve rentul end if such payment ar depomit ahall be inellective or erroneous in any regard.
this lease shall not terminate but shall be mantained in Lhe same manner a8 # such erroseous of ineflective rental payment cr deposit had been properly made. provided that the
arronecus or ineffective rental payment or depowit De correcterd within thirty (30) days after receipt by lesses of written notice by wuch party or parties of such error sccompanied
by such inst L4 aa are ¥ to ensble letses 10 make proper Pl&’nﬂ"- 'r-lil‘"! 1o make proper payment or depusit of delay rental 88 to any interest in said land shall
not affect this lease as to any intersst therein s to which proper payment or deposit s made
8. Lessec i» hereby granted the rnght and power st any tume and from time to time to pool or unitiee this lesse. the land covered by # or any part thereof with any other land
lenss, lespes. mineral ssintes or parts thes for the production of oil. gas. or any other minernis The unit may include esther oU or ges (including condensste ) or any uther
mineral and may be limited to one or more subsurface strece Units for ml nereunder shail not exceed forty *40) acres in suriece ares plus & tulerance of ten percent | 10% )
thereol and units pocled lor gas lincludi o | not eiceed sin hundred forty iR40) scres i surface ares ﬂu"!n{.{“ﬁa‘nn pereani | 109 ) thereol.
provided that if any Federsl ur Stale iaw Executive order. rule. or regulstion shall prescribe or permit 8 spacing pattern for the develoament of the field or allocate » producing
sbie on acreage per well, then any such units mey embrace as much sdditional screage a3 may be so prescri permitied or as mey be used in such allocation or slowable,
Lessse shall file written unii. demagnstions in the county in which the mre lucated. unit shall become elflective on the date p ded in the demy wr_ i the d
tion makes no such provision. it shall becumre ellective upon the it @ filed lor record. A unut established hereunder shall be « alid and effective lor all purposes of this lesss
even though there may be mineral rovalty .r lessehold interests wn lands within the unit which sre not effectively pooled or uniized. Such units may be designated any time
wichar before or alter the completion ol  well or wells or production thersirom snd lesees mey reduce. enlarge. modify or dissolve such unit or uniis 1 8r.y time pros 1o the dis-
sovery ol all gas vi other minerals on the pooled screage. or. after dwcovery of same, ot sny time subsequent (o the cessacion of production thereal by fUing & written declaration
to such elisci in the rame county Dnlling operations and production on any pert of the Tuohd [ shall be treated an if such drilling operaticns were upon of such production
waa [rom the iand described i thus icane whether the well or wells be locsted on the land rove hy this lesse or not The entire scresge pocled into s unit shall be treated lor
all purp exzept the pay yml an prod from the pooled wnit. as i it were included 1n this lease |2 liew of the royvalties heren provided lessor shall receive on
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SHUT-IN GAS ROYALTY TITLE OPINION

Mobil 0il Corporation
Nine Greenway Plaza
Suite 2700

Houston, Texas 77046

Attention: Mr. Gordon D. Loomis ;
Land Representative YA

-

Resuryey Tract 54 in
"’r.‘@m., R. 19 wW.
Montezuma County, Colorado
Mogui Unit Tract 84

(O-E8S

Gentlemen:

Pursuant to your request, we have examined title to the
following described lands located in Montezuma County, Colorado,
for payment of shut-in gas royalty purposes, and give you our
opinion thereon as follows:

DESCRIPTION

Township 37 North, Range 19 West, NMPM
Resurvey Tract 54

Containing 320.00 acres, more or less

MATERIALS EXAMINED

1. Lease Purchase Title Opinion dated January 8, 1879,
prepared by this law firm, covering all the subject lands, and
based in turn upon examination of an Abstract covering said lands
for the period of time from inception of records to December 7,
1978, at 8:00 A.M. This Opinion was supplemented by a Supplemental
Lease Purchase Title Opinion dated April 8, 1979, based upon
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materials from the General Land Office Records now in the National
Archives in Washington, D.C.

2. Personal examination of the records of the Clerk and
Recorder of Montezuma County, Colorado, conducted by the under-
signed in Cortez, Colorado, covering the subject lands for the
period of time from December 7, 1978, at 8:00 A.M. to March 15,
1981, at 8:00 A.M. This examination was based entirely upon
title chains furnished by Montezuma-Dolores Title Company, Cortez,
Colorado, purporting to cover the subject lands for the above
period of time.

3. Personal examination of the records of the Montezuma
County District Court Clerk and County Treasurer, for the same
period of time, insofar as these records cover the lands under
examination and the owners thereof.
OWNERSHIP

Surface

Lon L. Laymon and Winifred
Laymon, tenants in common All

0il, Gas and Other Minerals

The President of the First
National Bank of Cortez,
Colorado, Trustee of the
Roland R. Schneider Memor-

ial Scholarship Fund 60%
Donald H. Gilmore and Thelma
W. Gilmore, joint tenants 20%
Lon L. Laymon and Winifred ’
) Laymon, as tenants in common 20%*

*See Title Comment and Regquirement No. 3 from our Opinion of
January 8, 1979, status which is set out below.

0il and Gas Leasehold

Landowner's Rovalty Interest

" The President of the First
National Bank of Cortez,
Colorado, Trustee of the
Roland R. Schneider Memor-
ial Scholarship Fund 7.5%
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Donald H. Gilmore and Thelma
W. Gilmore, as joint tenants 2.5%

Overriding Royalty Interest

None

Working Interest

Mobil 0il Corporation 73.22075%
Shell 0il Company 4.84260%
Gulf 0Oil Corporation 1.33142%
Beard 0Oil Company 0.60523%
Unleased interest 20.00000%

SHUT-IN GAS ROYALTY PAYMENTS

No shut-in gas royalty payments are due at this time. You
have advised that two carbon dioxide gas wells have been drilled
on lands covered by the Mogui Unit, and were shut-in on October
26, 1978 and April 5, 1879, respectively. You have further
advised that you have made application for the establishment of a
participating area covering the entire Mogui Unit, but that said
application has not yet been approved. At such time as the
participating area is established, and subject to the Title
Comments and Requirements set out below, shut~-in gas royalty
payments will be due and payable, commencing on the first day of
the calendar month after the expiration of 90 days from the date
the Lease is not otherwise maintained, to the following parties
in the following amounts:

The President of the First National

Bank of Cortez, Colorado, Trustee

of the Roland R. Schneider Memorial

Scholarship Fund $16.00 per month

ponald H. Gilmore and Thelma W.
Gilmore, as joint tenants $ 5.84 per month

Further, at such time, such shut-in gas royalty payments will be
due and payable on a monthly basis, until such time as the first
shut-in gas well has been placed on production. In the interim,
delay rental payments should be continued under the terms of the
subject Leases.
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TAXES

None delinquent.

EASEMENTS AND RIGHTS-OF-WAY GRANTED SUBSEQUENT
70O OUR OPINION OF JANUARY 8, 19789

None of record.

LIENS AND ENCUMBRANCES
None of record.

OIL AND GAS LEASES

Lease No. 1

Lessor: Edwin A. Hagerman, President of
the First National Bank of Cortez,
Colorado, Trustee of Roland R.
Schneider Memorial Scholarship

Fund
Lessee: Mobil 0il Corporation
Date: January 3, 1975
Term: 5 years and as long thereafter
Description: T. 37 N., R. 19 W., NMPM"

Section 1l: Tract 54 (also described
as E/2 SE/4)
Section 12: Tract 54 (also described
: as NW/4, N/2 SwW/4)

Containing 320.00 acres, more or less

Royalty: 1/8th
Delay Rentals: $320.00 per annum
Depository Bank: First National Bank

Cortez, Colorado 81321

L.ease Form: Mobil's Form
No printer specified
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Lesser Interest
Clause:

Entireties Clause:

Shut-In Gas Royalty
Clause:

Pooling or Unitization
Clause:

Special Provisions:

Page 5

Yes

No

Yes; as printed to reguire monthly
payment in a sum of 1/12th of the
delay rentals commencing on the
first day of the calendar month
after the expiration of 50 days from
which the Leases are not otherwise
maintained for all accruals to

such date and thereafter on or
before the first day of each third
calendar month.

Yes; the printed form provides
for unitization of the 40/640
plus 10% type, or to conform
with governmental spacing.

The Lease contains the following
special provisions:

Other provisions hereof notwith-
standing, this lease does not cover
minerals other than oil, other

liguid hydrocarbons (including sulphur
components produced therewith), gas
and their constituent elements. As
used herein, the term "gas"” means

all gases {(combustible and non-com-
bustible), including, but not limited
to, all gaseous hydrocarbons, gaseous
compounds, carbon dioxide and

helium.

Beginning with the first anniversary
date of this lease next ensuing
after production of oil and/or gas
is obtained, for each year this
lease is continued in force by pro-
duction, if the total royalty paid
by Lessee for such year is less

than a sum egqual to one dollar
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Recording Data:

Lease No. 2

Lessor:

Lessee:
Date:

Description:

Term:
Royalty:
Delay Rentals:

Depository Bank:

Page 6

($§1.00) per acre for each acre on
which the lease is in force at the
beginning of the particular year,
Lessor shall be paid the difference
as additional royalty following
expiration of each such year. 1In
consideration of such additional
royalty, it shall be construed

that such production during the
lease year for which such additional
royalty is paid was in paying gquan-
tities. Payment, or tender, may

be made in the same manner as pro-
vided in this lease for payment of
delay rentals.

Recorded\ une 28, 1879, in
ok('502 Jat page 656) of the

county ‘récords. ~~-46h¢%>V:£EZi//

Donald H. Gilmore, and wife,
Thelma W. Gilmore

Mobil 0il Corpbration
January 9, 1979

T. 37 N., R. 19 W., NMPM

Section 11: Tract 54, alsoc described
as the E/2 SE/4

Section 12: Tract 54, also described
as the NW/4, N/2 SW/4

Containing 320.00 acres, more
or less

5 years and as long thereafter
1/8th
$320.00

First National Bank
Cortez, Colorado
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Lease Porm: Mobil's Form
No printer specified

Lesser Interest
Clause: Yes

Entireties Clause: No

Shut~In Gas Royalty

Clause: Yes; as printed to require monthly
payment in a sum of 1/12th of the
delay rentals commencing on the
first of the calendar month after
the expiration of 390 days from
which the Leases are not otherwise
maintained for all acecruals to
such date and thereafter on or
before the first day of each third
calendar month.

Pooling or Unitization
Clause: Yes; the printed form provides
for unitization of the 40/640
plus 10% type, or to conform
- with governmental spacing.

Special Provisions: The Lease contains the following
special provisions:

Other provisions hereof notwith-
standing, this lease does not cover
minerals other than oil, other

liguid hydrocarbons (including sulphur
components produced therewith), gas
and their constituent elements. As
used herein, the term “gas" means

all gases (combustible and non-com~
bustible), including, but not limited
to, all gaseous hydrocarbons, gaseous
compounds, carbon dioxide and

helium.

Beginning with the first anniversary
date of this lease next ensuing
after production of oil and/or gas
is obtained, for each year this
lease is continued in force by pro-
duction, if the total royalty paid
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by Lessee for such year is less
than a sum equal to one dollar
($1.00) per acre for each acre on
which the lease is in force at the
beginning of the particular year,
Lessor shall be paid the difference
as additional royalty following
expiration of each such year. 1In
consideration of such additional
royalty, it shall be construed

that such production during the
lease year for which such additional
royalty is paid was in paying quan-
tities. Payment, or tender, may

be made in the same manner as pro-
vided in this lease for payment of
delay rentals.

Recording Data: Recorded May 22, 1979, in
Book 501 at page 136 of the
county records.

ASSIGNMENTS OF OIL AND GAS LEASES

1. By Partial Assignment of 0il, Gas and Carbon Dioxide
Leases, dated November 28, 1979, recorded January 15, 1980, in
Book 510 at page 282 of the county records, Mobil 0il Corporation
assigned unto Beard 0il Company an undivided 0.756532% of 100%
interest in and to the subject 0il and Gas Leases. The Assignment
contains a 30-day reassignment obligation.

2. By Partial Assignment of 0il, Gas and Carbon Dioxide
Leases, dated November 28, 1979, recorded February 8, 1980, in
Book 510 at page 955 of the county records, Mobil 0il Corporation
assigned unto Gulf 0il Corporation an undivided 1.664275% of 100%
interest in and to the subject 0il and Gas Leases. The Assignment
contains a 30-day reassignment obligation.

3. By Partial Assignment of 0il, Gas and Carbon Dioxide
Leases, dated November 28, 1979, recorded February 19, 13880, in
Book 511 at page 113 of the county records, Mobil 0il Corporation
assigned unto Shell 0il Company an undivided 6.053246% of 100%
interest in and to the subject 0il and Gas Leases. The Assign-
ment contains a 30-day reassignment obligation.
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STATUS OF TITLE COMMENTS AND REQUIREMENTS FROM OUR
OPINION OF JANUARY 8, 1979

1. satisfied.
2. Satisfied.

3. Not satisfied from the materials examined. This Title
Comment concerned the surface estate and 20% of the mineral
interest which were acquired by Lon L. Laymon and Winifred Laymor
by Public Trustee's Deed dated October 7, 1977, recorded October
17, 1977, in Book 484 at page 200. The period for redemption of
agricultural real estate sold under foreclosure of a deed of
trust in Colorado is six months [CRS 38-39-102(2)]1. Because this
is such a recent foreclosure and because the Abstracter has not )
included in the Abstract the Notice of Election and Demand for '
Sale, which the Certificate of Purchase recites as being recorded
in Book 476 at page 257 (Reception No. 319443), the Abstracter
should be requested to furnish for examination and possible
further comment the following:

{i} ©Notice of Election and Demand, recorded in Book 476'L Jf
page 257; #

(ii) Proof of Service of Notice of Election and Demand ‘ @?p
served on Charles McComb and Mary Ellen McComb, North Routh, ey

Cortez, Colorado, from the Records of the Public Trustee as . 4 7
required by CRS 38-37-113; and . y

(iii) Proof of Publication of Notice of Election and Demandggﬁ%#U
as required by CRS 38~37-118. i

Requirement:. As set out above.

4. Satisfied.

5. Advisory only.

6. Satisfied.

7. This Comment concerned the rights of parties in possession,

matters of survey and other matters not reflected in the materials
examined.

Requirement: Not satisfied.

ADDITIONAL TITLE COMMENTS AND REQUIREMENTS

8. Your attention is invited to the fact that the undi-
vided 20% interest in the oil, gas and other mlnerals underlylng
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the subject lands which is vested in Lon L. Laymon and Winifred
Laymon, is not leased for oil and gas development purposes.

Reguirement: If you desire complete leasehold
coverage, you should obtain an s
0il and Gas Lease from Lon L. o
Laymon and Winifred Laymon, and o
the same should be filed for re- A
cord in Montezuma County, Colorado..’
This Lease should contain a pro-
vision including carbon dioxide
gas within its coverage.

g, Title to the subject lands was vested in Roland R.
Schneider. By Warranty Deed dated September 10, 1965, recorded
September 16, 1965, in Book 351 at page 174 of the county records,
Roland R, Schneider conveyed the lands to Donald H. Gilmore and
Thelma W. Gilmore, as joint tenants. This Deed reserved an
undivided 60% of all "oil, gas and other minerals"™.

Thereafter, by Warranty Deed dated April 16, 1969, recorded
April 17, 1969, in Book 393 at page 49 of the county records,
Donald H. Gilmore and Thelma W. Gilmore, his wife, conveyed the
subject lands to Charles A. McComb and Mary Ellen McComb, as
joint tenants. That Deed reserved a total of 80% of the "oil,
gas and mineral estate". The surface and the remaining 20% of
the mineral estate passed by Public Trustee's Deed as described
in Title Comment and Redquirement No. 3, above.

The above transactions raise the guestion as to the ownership
of the carbon dioxide gas; that is, whether carbon dioxide gas is
included within the term "o0il, gas and other minerals”. Ex~-
tensive research has been conducted by this firm and others on
this subject and we are not able to find any cases directly on
point relating to carbon dioxide gas. Various theories have been
formulated as to whether other sources are included with "oil,
gas and other minerals", and the courts seem equally divided on
whether or not the term is inclusive of these substances. In
fact, we are aware of at least one major oil company which is
active in the development of carbon dioxide gas in Colorado,
which has conducted extensive in-house research on this subject,
with inconclusive results.

Accordingly, it is our opinion that in order to properly and
appropriately distribute shut~in gas royalty payments or rentals
and proceeds of production, it will be necessary to take corrective
action.
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Requirement:

Prior to the distribution of any
shut~in gas royalty payments, you
should obtain a stipulation and
cross-conveyance executed by all of

the owners of the surface and the

"0il, gas and other minerals"™ under-
lying the lands under examination;
which should specifically recite
whether carbon dioxide gas is in-
cluded in their ownership of the

"oil, gas and other minerals", and o
which cross-conveys the carbon dio- )
xide gas so as to effectuate the
intention of the parties. Further,

if the stipulation and cross-convey-
ance differs than the Ownership
schedule as we have set out above, you
should obtain ratifications from each
of these parties as to the prior
payments under the terms of the sub-
ject Leases, which ratifications should
include rentals, royalty and shut-in
gas royalty division orders which ap-
propriately designate how future
payments should be made. Each of said
instruments should be filed for re-
cord with the Clerk and Recorder of
Montezuma County, Colorado.

10. The subject Leases and lands are included within the
Mogui Unit Agreement dated June 1, 1978, approved by Certifica-
+ion and Determination dated August 10, 1978, as Contract No. 14-
08-0001-16907, and recorded October 30, 1978, in Book 495 at page
431 of the Montezuma Records. The owners of the interest covered
by 0il and Gas Lease No. 1 have ratified and joined the Unit
Agreement by instrument recorded in Book 502 at page 654 of the

county records.

However, the owners of the interest covered by

0il and Gas Lease No. 2 have not ratified the Unit Agreement.

Requirement:

and owners of the royalty interests

for 0il and Gas Lease No. 2, rati- A
fication and consent of the Unit @k/ a
Agreement, which should be filed for e t:
record with the Clerk and Recorder b C7

of Montezuma County, Colorado. :

You should obtain from the lessors jﬂQS/g’@
) - g v

P
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11. 2As indicated above, yvou have informed us that carbon
dioxide gas wells were drilled on lands covered by the Mogui Unit
Agreement and that said wells were shut-in on October 26, 1978
and April 5, 1979, respectively. Both Leases Nos. 1 and 2 cover
and include carbon dioxide gas.

Assuming that you are able to resclve the question as to
whether carbon dioxide gas is included within the definition of
"5il, gas and other minerals", and have obtained the ratification
and joinder of the Unit Agreement called for above, the guestion
is raised as to whether and when the shut-in gas royalty payments
will become due and payable. For a more detailed discussion of
this subject, reference is made to our Letter Opinion to you
dated December 8, 1978. Applying +he opinion contained in that
Letter specifically to the subject Leases, and upon the assumption
that all of the mineral owners agree that carbon dioxide gas is
included within the definition "oil, gas and other minerals", we
have set out the shut-in gas royalty payments which will be due
and payable under that topic above. As noted, no shut-in gas
royalty payments will be due your lessors until such time as a
participating area is established, including the lands covered by
the subject Leases, based upon the determination that a well
drilled in the subject Unit is a Unit well. At that time, shut-
in gas royalties will be due and payable as specified above, and
will be payable in that amount monthly thereafter until such well
is actually producing.

Reguirement: Your records should be noted
so as to immediately commence
payment of shut-in gas royalties _
on the subject Leases in accor- o
dance with the schedule set out PR
above, as soon as the participa- /(%
ting area is established which '
covers both the Unit well and the
land covered by the subject
Leases.

12. We have not examined evidence of the payment of delay
rentals and are not able to determine whether the same have been
timely and properly paid. However, your attention is invited to
the fact that until such time as shut-in gas royalty payments are
commenced, delay rentals will be due and payable under the terms
of the subject Leases, on or before each anniversary date therof.

Requirement: You should be satisfied from exami- R
nation of company records that all Sa

[ R A
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delay rentals necessary to maintain
the subject Leases to date have

been timely and properly paid; and
your records should be noted so that
such delay rental payments continue
in the future until such time as
shut-in gas royalty payments are
commenced.

13. Your attention is invited to the descriptions contained
under the subject 0il and Gas Leases above, although they specify
the portions of Tract 54 contained in Sections 11 and 12, and
although Tract 54 also extends into Section 1, the Lease also
contains a "Mother Hubbard" clause which included all contiguous
and adjoining land. In our opinion, this solves any description
problem which might otherwise arise.

Reguirement: None; advisory only.

14. Your attention ‘is specifically invited to the fact that
our examination of title to the subject lands is based upon title
chains furnished by Montezuma-Dolores Title Company, and that in
many instances we have found these title chains to be incomplete.
Necessarily, our examination and this Opinion are limited by the
materials examined.

Regquirement: None; advisory only. However, un-
less you are willing to rely upon
the completeness of these title
chains, complete Abstract coverage
should be obtained for further
examination, clarification and
verification of this Opinion.

Subject to the Title Comments and Reguirements set out
above, it is our opinion that shut-in gas royalty payments should
be made in accordance with the directions set out under that
topic of this Opinion.

Very truly yours,

¢

POULSON ODELL & PETERSON

,/

Peter A BJO

PAB:mja




