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MINUTES OF THE HOUSE COMMITTEE ON UTILITIES.

The meeting was called to order by Chairperson Carl Holmes at 9:00 a.m. on February 11, 1999 in Room
522-S of the Capitol.

All members were present except:

Committee staff present: Lynne Holt, Legislative Research Department
Mary Torrence, Revisor of Statutes
Jo Cook-Whitmore, Committee Secretary

Conferees appearing before the committee: Senator Stephen Morris
Gene Schwein
Jerry Stuckey
Melvin Webb
Keith Rome
Erick Nordling SWKROA

Others attending: See Attached List

Hearing on Hugoton Field Rural Domestic Gas Availability

Chairman Holmes welcomed Senator Stephen Morris (39™ Dist-Hugoton), who shared remarks about the
concerns of the constituents presenting testimony on the availability of gas in the Hugoton Gas Field.
Sen. Morris thanked the committee for the opportunity to present the information about this issue.

Chairman Holmes then welcomed Mr. Gene Schwein, Grant County Commissioner and farmer, who
presented testimony on the topic (Attachment 1).

Mr. Jerry Stuckey of Moscow then presented testimony on the topic (Attachment 2).

The committee then heard from Melvin Webb, Stevens County Commissioner (Attachment 3).

Providing testimony on the subject next was Mr. Keith Rome (Attachment 4).

Frick Nordling, Executive Secretary of Southwest Kansas Royalty Owners Association, provided
testimony on the topic (Attachment 5). Mr. Nordling also distributed written testimony from Mr. & Mrs.
John Crump (Attachment 6), a copy of a letter from Vastar Resources (Attachment 7), a letter from Mobil
Exploration & Producing U.S. Inc.(Attachment &), a letter to Thomas & Patricia Lahey from Mobil
Exploration (Attachment 9), a letter to George Burrows from Anadarko Petroleum Corporation
(Attachment 10), and correspondence from Vastar Resources to Erick Nordling (Attachment 11).

Also distributed to the committee were copies of written testimony from Maynard & Faith Ullon
(Attachment 12), Floyd O. Coen (Attachment 13), and Lucille Schartz (Attachment 14).

At the conclusion of the presentations, conferees responded to questions from the committee.

Chairman Holmes then opened the floor for debate on HB 2076 -Cable television subscriber fees on
delinquent balances for final action. Rep. Sloan presented a substitute bill which sets the delinquent fee
at 1.5% of the amount of the delinquent balance per month. Rep. Sloan moved that the committee accept
substitute for HB 2076 as indicated in the balloon. Motion was seconded by Rep. Long. Chairman
Holmes stated there were two other proposals, Optionl and Option 2, which were suggested by the cable
industry for committee consideration. The Chair stated the committee would debate this original motion
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and not allow substitute motions. Discussion continued on the motion. Rep. Myers requested that the
committee be able to discuss not only Rep. Sloan’s balloon, but also Option 1 and Option 2. The Chair
agreed to allow open discussion on all options before the committee. Discussion then continued on all
options and on the motion. Upon the Chair’s call for the question, the motion passed by a vote of 9 to 5.

Rep. Vining moved to change the 1.5% permissible late fee to 25 %. Rep. Myers seconded the motion.
Discussion ensued and the motion failed.

Rep. McClure then made a motion to change the 1.5% to 5%. Rep. Sloan seconded the motion. After a
brief discussion, the motion passed

Rep. Sloan moved to recommend Sub. For HB 2076 favorable for passage. Rep. Loyd seconded the
motion. The motion passed.

The Chairman noted that Rep. Alldritt will carry the bill during floor debate.
Meeting adjourned at 10:59 a.m.

Next meeting is Friday, February 12.

Unless specifically noted, the individual remarks recorded herein have not been transcribed verbatim. Individual remarks as reported herein have not been submitted
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Chairman Holmes and Members of the House Utilities Committee

My nawme is Gene Schwein. I am a life long resident of Grant County,
in fact my Grandfather signed the original oil and gas lease on Section
19-29-36 dated October 29, 1938, which I have provided you in the packet
(attachment #1). I am a farmer and at present serve as County Commissioner
of Grant County. My wife and I built our home on this property in 1966.

For a number of years we had no problems regarding the free house
gas while the lease was under the Atlantic Richfield. When the lease was
purchased by Vastar Resources things started to change. Years ago, 1
remember going to a meeting in Liberal about contracting our irrigation gas
on a yearly basis. At that time, natural gas prices were starting to fluctuate
on a month to month basis. At that meeting a representative from Vastar,
I’ unable to recall his name, stated that he wished the farmers had never
been allowed to get a tap for gas because it was such a hassle. At the time I
attributed his comments to him being a company man and disregarded it. A
short time later, I received a call from another Vastar representative stating
that after tracking the usage of several homes under their lease, the company
had determined that 25 mcf/per month per home was all that Vastar would
allow. They also wanted to meter all gas coming from this well. I was quite
upset upon hearing this but after talking to several individuals, I conceded
this point because I was told I could litigate Vastar on this issue, but would
probably run out of financial resources. Since then I have had additional
problems with Vastar, however, they are unrelated to this hearing.

In December of 1997, I received a letter from Vastar (attachment #2)
which was their first attempt at getting me to sever by tap for free gas for my
home. It is my opinion this also put my irrigation gas in jeopardy. The letter
1 received provided me two options: (1) make a new connection to a Local
Distribution Company (LDC) which is located within a reasonable distance
and to be determined on a case by case basis by the LDC and Vastar. In my
case none was available; (2) convert to propane as described in the letter. If
1 chose either one of the options, the letter stated that Vastar will sever, cap
and permanently abandon the existing yard line.

The letter went on to define KAR 82-11-8, which defines a “yard
line” in the KCC regulations as a “buried customer owned piping between the



meter and the building wall.” The letter from Vastar goes on to state that this
includes my yard line. KAR 82-11-8 paragraph (c) and (d) states:

(c) For each residential and commercial customer placed in service
after May 1, 1989, the operator (Vastar) shall ensure that all yard lines
installed comply with the design, installation, testing, maintenance and
replacement requirements as specified in this Article.

(d) For each residential and commercial installation placed in service
before May 1, 1989, the operator (Vastar) shall ensure that all yard lines
installed comply with the testing, maintenance and replacement requirements
as specified in this Article.

The letter from Vastar goes on to state that this testing and routine
maintenance will be done by Vastar and that I would be directly billed by a
third party contractor. It goes on to state that any maintenance, repair, and/or
replacement of the yard line shall be done by a third party contractor. The
third party contractor of Vastar’s choice will need access to the yard line
connection near my dwelling wall on a periodic basis. The contractor will
then bill you directly for all of the listed services.

Vastar’s letter then describes each of the required activities and
estimated costs that would be implemented should I elect to continue with my
yard line connection.

I would now like to read my letter dated January 26, 1999 which is in
response to Vastar’s letter dated November 30, 1998. (attachment #3)

I do not know the intent of KAR 82-11-8, however, it will have a
significant impact on the people residing in areas of Kansas, especially
Southwest Kansas, where the free gas clause is in effect.

In closing, I would like to state that I do not believe I am the only one
that has been treated this way. 1 have been told that the original oil and gas
lease is the only thing known to man that cannot be broken, The free gas
clause is part of the unbreakable lease.

At this time, I would be happy to respond to any questions you may
have.



OIL AND GAS LEASE 333

Form F. L. . 88—Revised
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FROM STATE OF KANSAS, COUNTY OF GRANT, es.
Glenn J.BI"V].E et ux. T'hin instrument was filed for rocord on the. . .. 29th ... Ly of
- Qctaber ... . ., 1038 0. 1230 . odeck... PoM,
'I'O o and duly recorded in Book ... WTage o ol the records of Uhis offiee,

_Della .M. Lahay.. ..
MM K—Register of Deeds,

rairie Q11 Company. .

Ny.....

T Deputy.

Tlyis Agreement,  sered ito tis the 18th dny of oo OCEODOT ey 1038
petwern... Glenn Jarvis and Ruth May Jarvlis, hlas wife, Ulyeses, Kansas,

hervinafter ealled Lessor;

wnd. . 8inelalr. Prairie.oll Company,..a Maine Gorporation, . .

fler ealledl Jessee, dors wi

ik tessar, Tor and in considerntion of the sum of Qne..and .no /100 ==
and ngreementa hereinalter eontained to be performed by 1 [

purpose of g nned opemting for and producing oil and gna, easinghend gos, and ensinghend g
, telephone lines and other structures thereon o produce, suve, lake enre of wnd manuf

LDOLLARS (51,00 ),

by gronls, leases and lels
ng pipe lines, bailding b Laring
I of suech substances, and for honsing aml

boarding employees, the following deseribed tract of lnnd in...... Grant. . Comnly, ... Kaneas ., to-wil:

e - E 85 HaLl £ (E£)-

in Seetion ... L9 . Township 29 South Range }6 Mesk. .. and contn

ing——.... 320 . neres, more or less.

2. This lense shall remain in Toree for o lerm ending . Eebrupry. 21, 195Q ., and as long thereallor as oil, gas, caninghend gan, easinghend gasoline, or
any af them ia o

3. The lessee shall defiver Lo the eredit of the lessor as royally, free of cosl, in pipe line to whieh lersee mny connect ils wells the equal one-cighth part of all oil
praduced amd nved from the lensed premises, or at the lesaee’s oplion may pay Lo the lessor for such one-cighth raynlly the markel price for oil of like grade nndl gravity
ing on (he doy such oil is runinla the pipe line, o o slornge tnnks.

o shall monthly pny lessor s royalty on gna morketed from each well where gas only is fonnd, one-cighth () of the proreeds if sold ot the well, or
) e off the leaseil premises, thes one-vighth (U6) of its market value at the well. The lessee shall pay the lessor: (a) one-cighth (36} of the proce I
v Uhe lessee from the sale of ensinghead gas, produced from any oil well; (h) ane-cighth (%) of the value, at the month of the well, computed al the prev
of the ensinghead gas, produeed from any oil well and used by lessee off the leased p ea for nuy purpose ar nsed on the leased premises by e Jes
L nnd operation thereof. Feasor shall hnve the privilege ot his own risk and expense of using gos from any gas well on saild and
ipul dwelling loeatesl on the lensed premises by mao na lhereto.

for stoves nl inside lighta in e p

Where gna from m well or wells, capnble of produring gas only, is not sold or used for a period of one year, lessee shull puy or tenader o royalty, an nmonnl equal
to the delny rental oy providud in pacagraph (5) hereaf, payable annually ol the end of ench yenr during which auch gas is not soll or vsed, nd while saidl royally is fo
yunith or tendvredd his lease gl be held ns o pradneing properly wnder prengraph numbered Lvo |

5. 1f uperations Tor the drilling of 0 well for oil or gns on paid lanl or for gs, on o consalidated lensehold estate of which this land is 0 put thereal, as conlem-
ol on or befure February. 21, 'LQ'-I-O
shall on or before mr=yee é s Ut dale, poy ar tender Lo the lessor, or o the lessor's ercdil in the The Federal Land Bank. of. Wichita tane=
o Wichlta, Kansas ..

ol ull s puynble under this lense, ce

platedd in paragraph 9, nre not comi +vv oy Lhia lense shull tevminate os Lo bath parlies unless the lessee

.y or ild siuceessora, W

. bank and ils successors are the lessor's agent nud shall conlinue na the deposilory of any
lless of changea of ownership

afel land or in the oil and gas, or in the rentals Lo accrue thereunder, the sum of

One Hundred 8ixty and no/100 = = = - - .= = ==

) which ghall aperale ns rentnl and cover the
ling operations for n period of one year, wymenla or tenders, the commencement of diill-
i ively. Al paymenta or tenders may be minde by cheek or denft of lessee or any nssignee thereof, mnileld or
ding the denlh of the lersor, or erest, the puy
s, execnlors nnd ndministmlora of such person.

ar iefore the renfal o
shadl bie Bimlin,

L or tender of rendals in the manner pro-
un The hei

G If nlany t wovery of ail or gas on Uhis Innd and during the lerm of this lease, the lessee shall dvill a dry hole, or holes, on this Innd, this lenre
shall nol terminnle, § va for the dvilling of a well shall b comm ed by the next ensning rental paying date, or provided the lessee heging or resuwines
the pyment. of rentnls in he mroner srein ahiove provided; and in this event Lhe preceding parngraphs hereol goveming the payment of rentala and the

mnner mul effeet thereof shall contin

7. Tn ease snidl lessor owns n less internst in the above deseribed land Lthan the entire and undivided fee simple estale therein, then the royaltica nnd rentals herein
providesd for shall be paill the sail lessor only in the proportion which his inlerest bears Lo the whole and wndivided fee.

8. The lessee shall huve the right (o use free of cost, gas, oil and water found on enid Innd for ila operations thereon, except water from the wells of the lessor.
When required by lessor, the lessee shull hury pipe lines below plow deplh and ehnll pry for damnge enused by ita operations to growing crops on enid land. No well
hall bee dwilledd nerer (han 200 fect Lo the house or barn now on anid premisca without wrillen ennsent of the lessor, Lesseo shall have the right ol any lime during or
after the expiralion of this fease Lo remove all machinery, fixtures, housea, Duildings amd othier struclures plaeed an said premises, including Uhe right to dinw and remove

l..



Y. As la the gas lensehold estate hereby granted (exchinding ensinghend gos produced from il wells), lessee is expressly grmnted the right and privilege {0 con-
eolidate sail gas leaseholl with any other adjacent or contiguous gns lenschold estates to form n consolidated gns lenschold estale which shall nol exceed o totul aren
of 640 acres; amd in the event’ i idlation, na herein granted, the consolilated pag keaschold eslate shall be decmed, treated aml
aprtated in the snme wnm the entire consolitlated leasehold esinte were originally mw-ml by nel inelided in 1 o, nml all roynllies which ghall neerue

1 from il ur-ll-\), produced nnd marketed from the con atedl estale, inchiding nII rayaliiea payable hereunder, rhall be
wled in the consoliduted estul un that the acrenge of each said lessor bears Lo the Intal

the snme projor

ol shall
an the le:

feml to the
il after

wrt s expressly allowed), the covenants |

o danssighed (and Hhe privilege of nsigning in whole or in
ors nmd assigng, hut ne change of ownership in the Innd or i the rentuls or royaltics shall be bi
th the written trnnsler o assigniment or n eerlified eopy thercol,
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n that the acreage ownred
ale Iraels inlo which the

trucla, the premises, nevertheless, shall be developed

shall hereafter he owned in severally or i separn
berenmder shull e Treated as an entinety wd shll be divided nmang nnd pid to suel separate owners in the proport
jon on the park of e kessen Lo offsel wells on se
ish separale 1 ug or receiving tanks. B is herehy ageeed that, in e
1 Fanels, and (i holder or awner of any s arts shall fail or make defanlt in
v s e s il e part o
Vel 1

aml nll
by earch s
Landd eovered by thia lense
o this ease shall he
cment of the propartionale ik of e renl due fom
15 ol saind Lol wpron w hiivh 11 lessee ur iy
s ov ropnlties, lesses may withhold nld Ihr'u ol unless :nu1

daerenge.
el iy =ale, dov

te owner hews to the enliie e
v b herenlter divide
wal s b parl ar g to parts of 1

pnrl or

mnny ns four
bl to be filed with the b
welive siweessars in fille,

nee h

e payment of gaid renlals, 10 ak any time there be
il nll parties designnte, inoweiling, inonoreearcable instry
all oof said pailies, and Hhe

aml Lrnnsfer onldews on |

1 diseharge nny laves,
brogated o the righls of
lies ur rentals acerning herennder.

seribed nnd ngrvea that. the lessee, al its option, mae
inevenl it exel o il =l
1 morlgnge, tax or olher liens, nny roy

Ver e halders fherent aml may el fil Iy wpplying fo the dischnre of any

na ol oy lime while

15 therefrom, then

ainedd 10 he eontrary, il is expressly agreed (hat if lessee shall commenee drilling opeml
el ils terms shall continue 5o long ns sueh opemtions are proseeuted and, il produ

13 Nobwithstanding anything in this |
(his Deawe i in foree, this e
na long as produelion vont

H. 1L wit
Jense shall nat terminnle, pr
‘the nexl ensuing rental payving date;
the completion of o well pradueing or e
bl of producing gns aa provig
hohil heeehy granted. 16 upon, or after Uhe cxp
an the consolidated gas leasehold estale within one hundred L
anel, i produetion resulta therefram, then ns long ng produ

"8,

n the primary term of this Irase, the well or wells on {he leased premises, or on the consnlidated gas lenseholid estate, shall cense to be productive, this
idedd opermtions for the drilling of a well on the leased premises, ar an the consolidated gas leasehold estale, shall be commenced hefore or on
o provided lessee brging or resumes the pnyment of rentnls in (he wr nnel nmonnl hereinhefore provided. b is pgreed, how-
ile ol producing gas, npon the property hereinnbove deseribied, or (1l elusion of sueh properly in a consnlidation
by pringraph my r # hereof, shall constitute full and iplele dovelopne IraFe-
nlion of the primacy terin of this lease, lessee resumes op na for drilling a well on the leaseld premises or
Ly (120) daya Trom such cessnlion, nnd this lense sholl remain in foree during he proseention of such
Lion conlinues,

3

e, 0

nb with respeet (o the g

unit produring or e

aperations

15, It ia contemplated and agreed by both lessor and lessen that this lense shall ab all timea and in ol respeets be subjeet to valid orders, roles and regalations of

any duly constituled authority having jpurisliction of the subject maller hereof.

16. Thig lense and all its Lerns, conditiona and stipulativns shnll extend Lo and be binding on all the heis, grantees, ne ritors ur assigna of snid lessor ar lessee,

IN WITNIEESS WIHEREQF, we aign Lhe day nud yenr first nbove writlen.
.Glenn. Jarvis .

Wilnesa: =

.Geo.. E. Johnean Ruth May. Jarviae.

ACKNOWLEDGMENT FOR INDIVIDUAL (OQklshoma and Kansas)

BTATE OF. , COUNTY OF Grant .

.Kangas..

dnyof .. Oc tober

Defore me, the undersigned, n Nolary Public wilhin and for snid County amd Blate, on this

1938, persamlly nppesred.........Glenn Jarvis.

and...Ruth May. Jarvie, his wife,

—o.exeented the

1o me personally known la be the identical persons who executed the within and foregoing instrument and ncknowledged to me that......they. .

sme ne . thelr. . .

. .frec and voluntary ect and deed for the vses and purposea therein sel forth.

1IN WITNIESS WHEREUF, [ have hereunlo set my hand und official geal the dny and year Insk above writlen,
1939 _(SEAL) Ho.Fo_McCgpll

My rommission expires. . July.. 3]‘.3t

ACKNOWLEDGMENT FOR INDIVIDUAL (Oklahoma and Kansas)

STATE OF .. ... COUNTY OF 8. .
Before me, the undersigned, & Notary Public within and for said County and Stale, on this day of
19.........., personnlly npy 1

to me persanally known lo be the identienl persons who exceuled the within and foregoing instrument and acknowledged to me that .. .exeented the

£0MEe A8 o free nnd voluntnry act and deed for the uses and purposes therein set forth,

IN WITNESS WHERFEOF, I have hereunto set my hand and official seal the day and year lnst above writlen.

My 3 s e
y expires Notary Public.

[—S
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Vastar Resources, Inc.

CERTIFIED MAIL -
15375 Memorial Drive RETURN RECEIPT REQUESTED

Houston Texas 77079 P420 663 636
281 584-6000

December 17, 1997

Mr. and Mrs. Gene J. Schwein
3492 E. Road
Ulysses, KS 67880

Re: Yard Lines
Dear Mr. and Mrs. Schwein:

Because you are an end-user receiving unprocessed natural gas for use in the principal dwelling from
Vastar Resources, Inc. (*Vastar") pursuant to that certain Oil and Gas Lease dated October 18, 1938,
Vastar is making an offer to you for an alternative gas supply arrangement. Vastar is contacting you to
offer to disconnect the existing “yard line", i.e., the customer-owned piping connected to Vastar's
gathering system through which you currently receive gas, and to either (1) make a new connection to a
local distribution company (LDC) (provided an LDC connection point is located within a reasonable
distance to be determined on a case-by-case basis at the LDC and Vastar's discretion), or (2) subject to
the attached agreement, convert from unprocessed natural gas to propane by the installation of a propane
tank on your property near the principal dwelling, along with the required piping to connect propane to the
principle dwelling. Should you accept one of the two alternatives described above, Vastar will sever, cap
and permanently abandon the existing yard line and will provide a supply of gas or propane (depending
upon whether number 1 or 2 above, is chosen) to be used for the purposes described in the Qil and Gas
Lease.

Except for the charges described in the attached agreement, Vastar will pay all of the costs associated
with the conversion, including the cost to make a connection to a LDC or the cost to install the propane
tank, the cost for the supply of fuel for purposes as described in the Qil and Gas Lease, and the cost to
disconnect the existing yard line.

Vastar is making this offer for two reasons. First, Vastar believes that either of the two options described
above will result in a more reliable supply of fuel. The fuel supply would be more reliable than a yard line
connection because the interruption of the supply is less likely to be affected by conditions such as well
work-overs or freeze-ups.

Second, the Kansas Corporation Commission (“KCC") has regulations governing the distribution of
natural gas to end users through "yard lines” which regulate the conditions under which you currently
receive natural gas. The subject regulations are found at Kansas Administrative Regulations (K.A.R.) 82-
11-8. The definition of a "yard line” in the KCC regulations is “buried customer-owned piping between the
outlet of the meter and the building wall.” This definition includes your yard line. Paragraphs (c) and (d)
from this KCC regulation appear below:

(c) For each residential and commercial customer installation placed in service after May 1,
1989, the operator [Vastar] shall ensure that all yard lines installed comply with the design,
installation, testing, maintenance and replacement requirements as specified in this code.

(d) For each residential and commercial customer installation placed in service before May 1,
1989, the operator [Vastar] shall ensure that all yard lines installed comply with the testing,
maintenance and replacement requirements as specified in this code.
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As you can ascertain, although you are the owner of the yard line, Vastar is to ensure that the yard line is
designed, installed, tested, maintained and replaced in accordance with the KCC requirements.
Therefore, should you choose not to accept the conversion/alternative supply offer explained above,
Vastar will conduct routine maintenance and inspection activities on your yard line as required by the
regulations. You will be responsible for the cost of these activities, and will be billed directly by the third
party contractor who performs the services.

Due to K.A.R. 82-11-8, Vastar cannot provide gas to you through a line that does not meet the minimum
safety standards prescribed. The gas will continue to be provided to you under the current arrangement
provided the yard line is maintained in a safe condition according to the KCC pipeline safety regulations.

All work done on a yard line must be performed by an individual who is in a Drug and Alcohol Testing
Program meeting the requirements of the Department of Transportation requirements as specified in 49
CFR Parts 199 and 40. KCC has adopted these requirements into the state's pipeline safety program.
Vastar must ensure that only qualified contractors are used. Accordingly, the testing, maintenance, repair
and/or replacement of your yard line, if necessary, shall be done by a third party contractor who meets
these standards. Additionally, the third-party contractor who will be performing the required maintenance
and inspection activities will need access to your yard line connection near the dwelling wall on a periodic
basis. The initial phase of implementing these requirements will involve the installation of a sampling
valve near the dwelling wall and, if one is not currently installed, the installation of a service regulator near
the dwelling wall. The contractor will bill you directly for all of the listed services.

The following is a description of each required activity and its associated estimated 1997 cost that will be
implemented should you elect to continue with your yard line connection:

Requirement Estimated
Cost

1. Odorization (The gas provided to the dwelling must be odorized according to the KCC regulations
such that it is readily detectable by a person with a normal sense of smell at a concentration in air
of 1/5 of the lower explosive limit (LEL).)

e Installation of sampling valves at/near residence $147.50
(one-time
cost)
e Odorization supplies/chemicals $80.00 per
year
e 3% of all yard lines will be monitored each month with a differing 3% each $lyear’
month.

2. Leakage Surveys (KCC requires that leakage surveys be performed with a flame ionization
detector (FID).)

e Leakage survey of each yard line within 220 yards of a habitable residence $35.00 per
with a flame ionization detector once every three years survey

3. Overpressure Protection (KCC requires that the yard line be protected from overpressurization.)

e Check for adequate service regulator at dwelling Included in
the $147.50
of #1, above
(one-time
cost)




Letter Re: Yard Lines

Page 3
Requirement Estimated
Cost
e Installation of adequate service regulator if necessary $85.00 (one-
time cost)
4. Repairs/Replacement
e Repair of the yard line (e.g., due to leaks when discovered) At cost of
repair
e Replacement of yard line (If necessary due to pattern of leaks indicating it At cost of
is unsafe to continue operating the yard line.) replacement

" Will depend on the number of remaining yard lines for which Vastar is responsible (i.e., those not
accepting the conversion offer). The estimate for each monitoring event is approximately $80.00.

There may be other costs associated with the operation and maintenance of the yard lines in addition to
those listed above. There are many variables and factors that may contribute to additional costs. For
example, meter calibration, regulator repairs, and resolution of freeze-ups on the yard lines may be
additional cost items. Such services will be charged directly to you, the end user, at a price to reflect
current market conditions in the southwest Kansas area.

As an alternative to the current yard line system and the costs previously described herein, Vastar
requests that you accept one of the two alternatives described on page 1, as applicable, and complete
and return the enclosed Propane Agreement in the enclosed self-addressed, postage-paid envelope to:

Vastar Resources, Inc.
15375 Memorial Drive
Houston, Texas 77079
Attn: Stone Benson

If you have any questions concerning this letter, contact Stone Benson at (281) 584-3460. If you wish to
obtain additional information concerning the Kansas pipeline safety regulations as they pertain to yard
lines in general and the associated responsibilities of operators, contact the Kansas Corporation
Commission, Office of Pipeline Safety at (913) 271-3223.

Sincerely,
Stoe Beroow Lo Td S-enna
Edmund M. Sierra

District Landman - ) ol
Mid-Continent & Rockies

Enclosures

cel R. Flummerfelt ULY
M. R. Scoggins HMB 3224
S. C. Hill HMB 3634



January 26, 1999

Patrick Miller
15375 Memorial Drive
Houston, Tx. 77079

Re: Yard Lines

Dear Sir:

I am writing in response to your letter dated Nov. 30, 1998. I contacted David J.
Heinemann, Kansas Corporation Commission, regarding KAR 82-11-8 and you are right.
The operator (Vastar) shall insure that all yard lines be inspected, however the regulation
was intentionally silent as to who pays. It is my opinion that the operator (Vastar) pay.

It has been my contention all along that we are entitled to Free Gas as described in the
original lease dated Oct. 18, 1938 and recorded Oct.29, 1938, Book 4, Page 333. “Lessor
shall have the privilege at his own risk and expense of using gas from any gas well on said
land for stoves and inside lights in the principal dwelling located on the leased premises by
making his own connections thereto.” No where in the lease does it state a limit on the

amount of gas we consume, however you charge us on any amount over 25mcf every
month,

-We have fulfilled our part of the lease. If you (Vastar) need to inspect our yard lines, you
may do so at your own expense.

I am annoyed at your continual harassment in regard to my tap on my gas well. This is to
inform you that if, for any reason, I am denied Free Gas for my dwelling I will consider the
lease broken and will take action accordingly.

I can be contacted at 316-356-2579 should you need to discuss this matter further.

Yours truly,

Gene Schwein

cc: Roger Flummerfelt Vastar-Ulysses
Steve Dieker S&S Meter

\
-0



““ |

U”

i

Vastar Resources, Inc.

15375 Memarial Drive (.jertiﬁed Mail
Houston Texas 77079 Return Receipt Requested
281 584-6000 7. 424 669 667

November 30, 1998

Mr. and Mrs. Gene J. Schwein
3492 E. Road
Ulysses, KS 67880

Re: Yard Lines

4

Dear Mr. and Mrs. Schwein:

S&S Meter Shop (“S&S”™) notified Vastar that you refused S&S access to monitor
your yard line to ensure compliance with the Kansas Corporation Commission
("KCC”) regulations governing the distribution of natural gas to end users through
yard lines. The KCC regulations found at Kansas Administrative Regulations
(K.A.R.) 82-11-8, Paragraph (d) state the following:

“For each residential and commercial customer installation placed in-service before
May 1, 1989, the operator [Vastar} shall ensure that all yard lines installed comply
with the testing, maintenance and replacement requirements as specified in this
code.” rﬂb'/[‘ e / _,__/'[:“ . ‘{Mp & oh v 5y ’E M‘{ R S f,,./,,,w f=id g
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o At s  the operaly o res 0wt bt _
S&S will again contact you to arrange access to monitor your yard line. If you have
additional questions concerning the KCC’s pipeline safety rules, their applicability and__—
the associated responsibilities of operators, then please contact Mr. Glen D. Smith, -
Chief of Natural Gas Operations and Rates, Kansas Corporation Commission at (913) 75.3’
273-3220. I can be contacted at (281) 584-3707 should you need to discuss this matter

further.

Yours »ery tryly,
- 5 ) ﬂ' IVl [P N I
/,/ Do

Patrick S. Miller \ &

Senior Landman /\%\ ) S5 27 =Yl

Y

s Mr. Glen D. Smith - KCC
Roger Flummerfelt — Vastar-Ulysses
Steve Dieker — S&S Meter Shop
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Propane Agreement

This Propane Agreement (“Agreement”) is made and entered into as of this day of
, 1997, by and between Gene J. Schwein and Jolynn Schwein, husband and
wife, (“Schwein™), and Vastar Resources, Inc. (“Vastar™).

WHEREAS, Foresman and Vastar claim to be the successors-in-interest to the original parties
under that certain Oil and Gas Lease (“Lease™) dated October 18, 1938, by and between Glenn
Jarvis and Ruth May Jarvis, husband and wife, and Sinclair Prairie Oil Company, which Lease
was recorded on October 29, 1938, at Book No. 4, Page 333 of the Deed Records of Grant
County, Kansas, covering certain lands (the “Property”) being described as follows:

The East Half in Section 19, Township 29 South, Range 36 West, Grant County,
Kansas, containing 320 acres, more or less

WHEREAS, the Lease provides in part, “Lessor shall have the privilege at his own risk and
expense of using gas from any gas well on said land for stoves and inside lights in the principal
dwelling located on the leased premises by making his own connections thereto.” (the “Free Gas
Clause™); and

WHEREAS, Vastar and Schwein are agreeable to substitute performance for the Free Gas Clause
under the terms set forth herein;

NOW THEREFORE, in consideration of the mutual benefit of the parties hereto and other good
and valuable consideration set forth below, Schwein and Vastar agree:

1. Waiver of Free Gas Clause. During the term of this Agreement, Schwein shall waive
their ‘right to receive gas under the Free Gas Clause or other similar provision or
agreement.

2. Substitute Performance. In lieu of any and all rights, duties and obligations under the

Free Gas Clause or other similar provision or agreement, Vastar, at its sole cost, risk and
expense, agrees to do, or have qualified contractors do, the following:

a) purchase, install, and/or connect to Schwein’s principal dwelling on the Property
described above, a propane tank (“Tank™) with a capacity of Two hundred Fifty
(250) gallons. The Tank shall be installed and/or connected at a mutually
acceptable location near such principal dwelling, if such a location is not already
established;

b) at the time of the installation of the Tank, pressure test all existing gas lines to
such principal dwelling and repair any leaks or integrity flaws detected;

c) at the time of the installation of the Tank, purchase and install appropriate burner
tips, if required, to convert existing natural gas appliances to use propane gas; and

d) purchase and deliver propane to the Tank during the term of this Agreement to be
used for the purposes described in the applicable oil and gas lease.

Vastar will not install new gas lines in the principal dwelling. The purchase, proper
installation, maintenance and repair of such gas lines is the responsibility of Schwein.

| —1]



Limitation on Use. Schwein may use the propane supplied by Vastar solely for domestic
purposes in the principal dwelling on the Property. In the event that the propane is used
for any unauthorized purpose and Schwein fails to discontinue and prevent such
unauthorized use within thirty (30) days following notice from Vastar, Vastar shall have
the right to discontinue providing propane until such unauthorized use is discontinued
and prevented. If Vastar discontinues providing propane due to an unauthorized use, as
described herein, Schwein waives the right to require, demand or otherwise claim the
right to a gas connection or gas service under the Free Gas clause.

Term and Termination. This Agreement shall be effective upon the date of the
completion of the installation of the propane system and shall continue in full force and
effect for the life of the currently existing and producing leases and any gas well(s)
capable of producing gas in paying quantities located on a currently existing and
producing oil and gas lease included within a unit that includes the Property.

Warranty. Schwein (and each of them, if more than one) warrants its title to the interest
of lessor under the Lease, and its exclusive right to enjoy the benefits under the Free Gas
Clause. If it is determined that Schwein is not the owner of the lessor’s interest, or for
any other reason is not entitled to enjoy the benefits under the Free Gas Clause, then
Vastar’s duties herein and under the Free Gas Clause shall terminate and Vastar shall
have no further duty to furnish propane under this Agreement.

Propane Equipment. Title to the Tank and other equipment which utilizes or is used in
connection with the propane provided by Vastar shall vest in Schwein immediately upon
installation. All future replacements, additions, repairs, and alterations to the Tank and
other equipment (whether provided by Vastar or otherwise), and the abandonment of the
same, shall be at Schwein’s sole cost and risk. Schwein shall assume and bear all costs
and risks for the continuing maintenance and repair of the Tank and other equipment.
Vastar shall never be required to deliver propane to a system which, in its sole opinion, is
unsafe.

Indemnity. Schwein shall acknowledge any exercise of rights under the Free Gas Clause
is at Schwein’s own risk and expense. It is not the intention of this Agreement to shift the
allocation of risk and expense. Accordingly, Schwein will agree to release, indemnify,
defend, and hold harmless Vastar and its shareholders, directors, officers, employees,
representatives, and agents from and against any and all claims, losses, liabilities and
damages of every kind and nature and for injury to, or death of, any person, and for
damage to property arising out of or relating to the performance of this Agreement.

Assignment. Schwein shall not assign this Agreement or the rights provided for herein in
whole or in part without the prior written consent of Vastar. Vastar shall have the right to
discontinue supplying propane under this Agreement at any time after Schwein vacates
the principal dwelling.

Integrated Agreement. This Agreement sets forth the entire agreement of the parties
with respect to the subject matter hereof, and supersedes and replaces all prior terms and
agreements relating to use of free gas.

20f3
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10.  Laws. This Agreement shall be construed under the laws of the State of Kansas.

In witness whereof the parties have executed this Agreement effective as of the date first set forth
above.

VASTAR RESOURCES, INC. Gene J. Schwein

By: Steve Aonar. 1 £d S
Name: Edmund M. Sierra P Date:

District Landman
Mid-Continent & Rockies

Date: _ De @mber /7{,/??7

Jolynn Schwein

Date:

Jof3

!/1'3



Dear Mr. Chairman and Member of the Committee:

My name is Jerry Stuckey. My address is RR # 1 Box 115, Moscow, Ks.
67952. I appreciate the opportunity to testify in front of this committee as to
the pressures being lowered in the Hugoton field and the affects it is having
on domestic gas use. I am here today to give you an account of what I have
experienced in the last year. What has been happening in my area is being
carried out by several oil & gas company’s. Mobil is actually easier to work
with than some of the other gas company’s. I can only relate what has
personally happened to me which only involves the gas company that has the
lease on my land. I know of several friends and neighbors that have lost their
domestic gas in the last year involving other gas company’s. In 1977 I leased
the south % of Section 16-31-35 from Glen and Zora Davis. In my lease I had
the right to have a House trailer in the sw % for as long as I farmed the
ground. In 1978 I bought a new American mobile home and had it set there. I
applied to Mobil Oil for a house tap for free gas and got it. My son and his
wife and children live at that location now in a House trailer. A copy of the
Original Oil and Gas lease dated Oct 9 1942 is attached as EXHIBIT A if you
would like to turn to it. It states that the “ Lessor shall have the privilege at
his own risk and expense of using gas from any gas well on said land for
stoves and inside lights in the principal dwelling located on the leased
premises by making his own connections thereto.” Of the 320 acres covered
under this lease, Zora owns 120 acres and her Sister-in-law Geraldine Baker
owns 200 Acres.

On Feb 13 1998 I received a certified letter from Mobil, address to Zora
Davis. My letter was a copy. The Original along with the check was sent to
Zora. A copy of the letter is attached as EXHIBIT B if you would like to turn
to it. The letter said the well had hydrogen sulfide and that the gas to the
residence would be disconnected on February 27, 1998. Hydrogen Sulfide is
caused by bacteria that is created when they work on the wells. It is also in
the gas formations. As the well pressure is lowered by compression, more
Hydrogen Sulfide will be pulled out of the formation and cause more
problems. The bacteria in the wells can be treated by using bleach. There are
also scrubbers that are put at the well to remove the Hydrogen Sulfide before
the gas leaves the well site and enters the gathering line. 1 went to Zora's
house to see if she had got the letter and she had received it that morning.
Zora is 88 years old and hard of hearing. She already had her social security
number on the check and had it in her purse to take to the bank. She thought
it was a royalty check. After I explained to her that by cashing the check she
was giving up all rights to house gas on that land . She said she did not want
to give up any rights of the original lease. I called Gary Baker from Zora’s.
He is Zora's nephew and is her conservator. He said to take the check and
put it in my safe so it would not be left there. He was afraid she would forget
in a few days and cash the check. T also called Geraldine Baker, Zora’s sister-
in-law to let them know what Mobil was doing. I called Mark Haralson,

HOUSE UTILITIES

DATE: 2;[[—‘5[0(

ATTACHMENT /.



Senior Staff Landman for Mobil Oil twice asking him what the level of
hydrogen sulfide was in the well. He said he would look it up and send me
the information. I still had not received anything from Mobil by the 24tk o T
hired Precision wireline and Testing out of Liberal to come and test the well
for hydrogen sulfide. They came out the morning of the 25t and tested the
well. Tt tested 4 PPM. A copy of the test is attached as EXHIBIT C if you
would like to turn to it. Mobil was cutting off gas on wells that were above 10
PPM. I called Bultman’s LPG Delivery Service Thursday morning to find out
why they had not delivered the propane tank and regulators yet because they
were going to disconnect the gas tomorrow. They said they had been
swamped in the last month for tanks and regulators because several gas
company’s had sent letters out terminating domestic house gas service. They
had used all their existing tanks and their shipment of tanks they ordered
had not came in vet so they were out picking up tanks that were not. being
used anymore from other locations and bringing them in and they would
have me a tank up there by Friday afternoon.

Thursday afternoon Feb. 26 I called Mark Haralson, Senior Staff Landman
for Mobil and ask him what the hydrogen sulfide level was on the Shuler unit
#2 since I had never received the information, He told me it tested 16 PPM. I
told him I had the well tested and it was only 4 PPM. He told me T had no
right to have it tested or tamper with any of their equipment. He then
wanted to know what firm T had test the well. I told him and he said they did
not use them so he did not know how accurate their test was. He wanted me
to fax him a copy of the test and he would look at it and they might have
somebody else test it. I also told him that Bultman’s LPG Delivery Service
would not have a propane tank there until Friday afternoon. I then faxed him
a copy of the test.

Also on Feb, 26 Zora’s attorney, Eric Nordling sent a letter to Mark Haralson
at Mobil stating “In the event Mobil chooses to disconnect service from Mrs.
Davis’ property then we feel Mobil should not only pay for the cost of
conversion, but also continue to provide fuel to her thourghout the life of the
lease.” A copy of the letter is attached as EXHIBIT D if vou would like to
turn to it.

Friday morning the 27th at about 9:30 A.M., my Son called me on the cell
phone and said they didn’t have any gas. I got out of the tractor and jumped
into the pickup and drove to the well. Mohil had taken everything. The only
thing left was about a foot of my pipe sticking out of the ground. I called
Mobil and left several messages for Mark to call me. He finally called me at
around 1:00 P.M. I told him that they had cut the gas off on my Son, his
wife, and 2 children ages 9 and 6 Months, and they didn’t have any heat. He
said that I had plenty of time to convert. 1 told him that since the Hydrogen
sulfide was below 10 PPM that it should not have been disconnected to begin
with. He said they were not going to use my test and were going on their own
test. He said they might have it retested but he had not got with his people
yet to make that decision. I then ask him to at least hook it up for one more



day in case we run into problems converting the furnace from Natural Gas to
Propane and could not get the right orifice. He said no they would not do
that. He said hooking the gas back up was not even an option. I then told him
that if we didn’t get it hooked up by dark that I would hook the gas line back
up to the well myself. He said if I did that they would void all my Irrigation
(Gas contracts using the “tampering with their equipment “ clause. It was
after dark when we finally got plumbed in and they had heat.

About two weeks later, Mobil hired Thurmond - McGlothlin Ine. to check for
hydrogen sulfide.l was disking about a quarter mile from the well when they
came to test so I went up to the well. There test showed 8.679 PPM. That
was still under the 10 PPM cutoff. I call Mobil again and ask to be hooked
back up and they told me no. I did get a letter in March stating that if
hydrogen sulfide levels stayed below 10 PPM for 9 to 12 months they would
consider reconnecting the house tap. A copy of the letter is attached as
EXHIBIT E if you would like to turn to it.

Because Mobil said they would void my irrigation gas contracts if I hooked
back up myself I couldn’t afford to lose my gas on 9 irrigation wells to hook
back up even though the lease says “to make your own connection”. In a case
that went before the Kansas Supreme Court in 1979 Richard Farmer ask for
a house tap from the gas company (Jackson) and was denied. In March 1976
the Farmers laid a pipeline from their home to the well, welded a connection
to the wellhead casing and commenced using gas from the well to heat their
home. The gas company (Jackson) filed suit against Farmer and lost in
Seward County District court. The gas company appealed to the Supreme
Court and lost there also. A copy of the Supreme Court ruling is attached as
EXHIBIT F if you would like to turn to it. I have highlighted the main parts.
On June 23, 1998 I received another Certified letter from Mobil on my house
tap offering me the $3500.00 plus 1000 gallons of propane a year if I would
switch. I refused the offer. A copy is attached as EXHIBIT G if you would
like to turn to it. My son has been on propane since Feb 27, 1998 on his 14 x
76 mobile home. As of Jan 15, 1999 he has purchased 1046 gallons of
propane with 6 weeks left to complete the year. Copies of the propane tickets
are attached as EXHIBIT H if you would like to turn to it. His trailer has a
electric dryer and a electric hot water heater. His only use of propane is for
heating and cooking. He will use over 1000 gallons heating 1008 sq foot plus
cooking. Last Spring was mild and overall this winter has been mild. At
current prices the 1000 gallons of propane is worth about $550.00. There are
several house taps that come off of Trrigation meters., Mobil allows 40 mecf per
month for house gas off of these meters. The value of 40 mcf per month is
worth a lot more than $45.83 per month for propane. I don’t know how
many of you here use Natural Gas for your source of fuel for your house, but
would $550.00 cover your gas bill for a year. I don’t think so. Also the lease
does not specify any maximum amount of fuel that can be used. If T have a
1000 sq foot house or a 6000 sq foot house they have to supply the fuel to heat
it.



My house is located on NE % of Sec. 17-31-35 approximately % mile from my
son’s trailer. As of yet I do not have a hydrogen sulfide problem but the
pressure at the wellhead is only 3 to 4 1b. Mobil has some big compressors
two miles west that is pulling the pressure down. When the well is shut off
line we have over 30 lb. of pressure. I have not had any problems yet but my
neighbor who lives in the SW % of Sec 17-31-35 and he gets his gas off of the
same well, has had trouble keeping his furnace going. He had Webber
Heating and Air Conditioning Co. come out and they told him that at times
his pressure was getting low enough that it would not hold the gas valve on
the furnace open.

There are several gas company’s beside Mobil that are terminating the house
gas from the wellhead because of hydrogen sulfide or low pressure. Most of
them are offering at least the 1000 gallons of propane a year.

I feel that the lessee (0il company’s) should honor their lease which states
that as rent they will pay 1/8 royalty on gas and oil produced and provide free
gas for principal dwelling which is also considered part of the rent for leasing
the mineral rights to them. To fulfill their obligation if they terminate the
house gas, the gas company’s should pay for the conversion or hookup fee to
a high pressure gas line and the cost of the fuel for the life of the lease.
Thank You.



State of Kansas, County of Stevens, ss.
This instrument was filed for record on the son day of NOVe __: A.D, 1042,
in Book--_;.-_l___, st paga,.__g_g_ﬁ-__, Fod §oiinimmmniia .

= Deputy.

(=]

__ o'clock Aa.___. M. and duly recorde.

v.__ Register of Deeda

e

L“ Form L. B. 88 Revised OIL AND GAS LEASE |
‘THIS AGREEMENT, Entered into this the < day of October i m;r&‘-,
between H, E, Shuler and Crystal Shuler, his wife, :
Moscow, Kansas

A hereinafter called lessor
and 2 _C._goorhead ———_ hereinafier ealled lessee, does witness:
1. That lessor, for and in consideration of the sum of_0ne hundred sixby and no/100 = = = = Dollars.($.160,00-_.),

in hand paid, and of the covenants and agreements hereinafter contained to be performed by the lessee, has this day granted and leased
and hereby grants, leases and lets unto the lessee for the purpose of mining and operating for and producing oil and gas, casinghead
gas and casinghead gasoline, laying pipe lines, building tanks, storing oil, building powers, stations, telephone lines and other structures
thereon to produce, save, take care of and manufacture all of such substances, and for housing and boarding employees, the following

Stevens County, Kansas to-wit:

described tract of land in

All of South Half (S%) ‘ ‘

gas, casinghetd gas, casinghead gasoline, or any of them is produced.

3. The lessee shall deliver to the gredit of the lessor as royalty, free of cost, in the pipe line to which leszee may connect its wells the
egua] one-eighth part of all oil produced and saved from the leased premises, or at the lessee’s option, may pay to the lessor for such one-
eighth royalty the market price for oil of like grade and gravity prevailing on the day such oil is run into the pipe line, or into storage

3 tanks. ;
‘ ol 4. The lessee shall monthly pay lessor as royalty on gas marketed from each well where gas only is found, one-eighth (%) of the
l ' proceeds if sold at the well, or if marketed by lessee off the leased premises, then .one-eighth () of its market value at the well. The
Moo lessee shall pay the lessor: (a) one-eighth (3 ) of the proceeds received by the lessce from the sale of casinghead gas, produced from any

oil well; (b) one-eighth (%) of the value, at the mouth of the well, computed at the prevailing market price, of the casinghead gas, pro-
duced from any oil well and used by lessee off the leased premises for any purpose or used on the leased premises by the lessee fer pur-
poses other than the development and operation thereof. Lessor shall have the privilege at his own risk and expense of using gas from
any gos well on srid land for stoves and insido lights in the principal dwelling located on the lensed premises by making his own connec-

Lions thereto,

Where gas from a well or wells, capable of producing gas only, is not sold or used for a period of one year, lessee shall pay or tender
as royalty, an amount equal to the delay rental as provided in paragraph (5) hereof, payable annually at the end of each year during
which such gas is not sold or used, and while said royalty is so paid or tendered this lease shall be held as a producing property under

paragraph numbered two hereof. )
b. If operations for the drilling of a well for oil or gas on said land or for gas, o & consolidated leasehold estate of which this land is

in paragraph 9, are not commenced on or before October_9, 1943 — — =_= = —_ this leasc shall

a part thereof, as contemplated
to the lessor’s credit in the

terminate as to both parties unless the lessee shall on or before that date, pay or tender to_the lessar, or
- = = = = = Citizens State = = = = - — Bank at __= — = =-— Hugoton, Kaneas = = == e = ___, or

ll ,,,,,, o o
. its succeseors, which bank and its successors are thcllcssor’s agent angd shall continue as the depository of any and all sums payable under
this lease, regardless of changes of owrership in said land or in the oil and gas, or in the rentals to accrue thereunder, the sum of ______

———————————— and n 00_= = =_= D-llars ($160,00===_) which shall operate as rental and cover the
privilege of deferring the commencement of drilling operations for & period of one year. In like manner and upon like payments or tend-
ers, the cominencement of drilling operations may be further deferred for like periods successively. All payments or tenders may be made
by check or draft of lessee or any assignee thereof, mailed or delivered on or before the rental paying date. Notwithstanding the death of
the lessor, or his successor in interest, the payment or tender of rentals in the manner provided above shall be binding on the heirs, devi-
sees, exccu'ors, and administrators of such persom.

6. If at uny time prior to the discovery of oil or gas on

==-=—=_0ne

this land and during the term of this lease, the lessee shall drill a dry hale, or
holes, on this land, this lease shall not terminate, provided operations for the drilling of a well shall be commenced by the next ensuing
renlal paying date, or provided the lessee begins or resumes the payment of rentals in the manner and amount herein above provided: and
in this event the preceding paragraphs hereof governing the payment of rentals and the manner and effect thereof shall continue in force,

7. In case said lessor owns a less interest in the above described land than the entire aud undivided fee simple estate therein, then the
royr.:lltiei and rentals herein provided for shall be paid the said lessor only in the proportion which his interest bears to the whole and un-
divided fee.

. The lessee shall have the right to use free of cost, gas, oil and water found on said land for its operations thereon, except water
from the wells of the lessor. When required by lessor, the lessee shall bury pipe lines below plow depth and shall pay for damages caused
by its operations to growing erops on caid land. No well shall be drilled nearer than 200 feet to the house or barn now on said premises
without written consent of the lessor, Lessee shall have the right at any time during or after the expiration of this lease to 1emove all
machinery, fixtures, houses, buildings and other structures placed on said premises, including the right to draw and remove all casing.

9, As fo the gns leasehold estate hereby granted (exciuding casinghead gas produced from il wells), lessee is expressly granted the
rizht an: privilege to consolidate said gas leasehold with any other adjacent or contiguous gas leaschold estates to form a consolidated
s gas leasehold estate which shall not exceed a total of 640 acres; and in the event lessee exercises the right and privilege of consolidation,
as herein granted, the consolidated gas leasehold estate shall be de2med, treated and operated in the same manner as though the entire
cansolitated lcaschold estate were originally covered by and included in this lease, and all royalties which shall accrue on gas (excluding
cazinghead gas produced from oil wells), produced and marketed from the consolidated estate, including all royaltics payable hercunder,
shall be prorated and paid to the lessors of the various tracts included in the consolidated estate in the same proportion that the acreage
of cach said lessor bears to the total acreage of the consolidated estate, and a producing gas well on any porticn of the consolidated
estate shall operate to continue the oil nnd gas leaschold estate hereby granted so long as gas is producel therefrom.

10. Tf the estate of either party hereto is assigned (and the privilege of assigning in whole or in part is expressly allowed), the cov-
enants hereof shall extend to the heirs, executors, administrators, successors and assigns, but no change of ownership in the land or in
the rentals or royalties shall be binding on the lessee until after notice to the lessee and it has been furnished with the writlen transfer
or aisignment or a certified copy thereof.

11, If the leased premises thall hereafter be owned in severalty or in separate tracts, the premises, nevertheless, shall be devcloped |
and operated as one lease and anll royalties accruing hereunder shall be treated as an entirety and shall be divided among and paid to such |
separate awners in the proportion that the acreage owned by each such separate owner bears to the entire leased acreage. There shall be
no obligation on the part of the lessee to offset wells on separate traets into which the land covered by this lease may be hereafter divider
by sale, devise, or otherwise, or to furnish separate measuring or receiving tanks. It is hereby agreed that, in the event this lease shall
- be assigned 2s to & part or as to parts of the above described lands, and the holder or owner of any such part or parts shall fail or make
dofault in the payment of the proportionate part of the rent due from him or them, such defsult shall not operate to defeat or affect
this lease in o {er as it covers a part or parts of said 1and upon which the said lessee or any assignee hereof shall make duec payment of
cnid rentals. If at any time there be as many as four parties entitled to rentals or royalties, lessee may withold payments thercof unless !
and until all parties designate, in writing, in a recordable instrument to be filed with the lessee, a common agent to receive all payments
due hereunder, and to execute division and transfer ovders on behalf of said parties, and their respective successors in title.

12. Lessor hercby warrants and agrees to defend the title to the land herein described and agrees that the lessee, at its option, may
pay and discharge any taxes, mortgages, or other liens existing, levied, or assessed on or against the above described lands and, in event
it exercises such option, it shall be subrogated to the rights of any holder or holders thereof and may reimburse itself by applying to the

discharge of any such mortgnge, tax or other lien, any royalty or rentals accruing hercunder.
13. Notwithstanding anything in this lease contained to the contrary, it is expressly agreed that if lessee shall commence drilling
. s operations at any time while this lease iz in force, this lease shall remain in force and its term shall continue o long as such operations
are prosecuted and, if production results therefrom, then as long as production continues.
. 14. If, within the primary term of this lease, the well or wells on the leased premises, or on the consolidated gas leaschold estate,
shall cease to be productive, this lease shall not terminate, provided operations for the drilling of a well on the leased premises, or on
the consolidated gys leaschold estate, shall be commenced before or on the next ensuing rental payment date; or, provided lessee begins
. or resumes the payment of rentals in the menner and amount hereinbefore provided. It is agrecd, however, that the completion of a
! well producing or capable of producing gas, upon the property hereinbefore degcribed, or the inclusion of such property in a consolida-
tion unit producing or capable of producing gas as provided by paragraph number 9 hereof, shall constitute full and complete develop-
ment with respect to the gas leasehold estate hereby pgranted. IE upon, or after the expiration of the primary term of this lease the well
[ 1 or wells on~the leased premises, or on the consolidated gas leasehold estate, ghall g incapable of producing, this lease shall not terminate
provided lessee resumes operations for drilling a well on the leased premises or on"the consolidated gas leaschold estate within one hund-
red twenty (120) days from such cessation and this lease shall remain i force during the; prosecution of such operations and, if produc-
tion results therefrom, then as long as pméuction continues. )
15. It js contemplated and agreed by both lessor and lessee that this lease shall at all times and in all respects be subject to valid or-
ders, rulés and regulations of any duly constituted autliority having jurisdiction of the subject matter hereof.
16. This lease and all its terms, conditions, and stipulations shall extend to and be binding on all the heirs, grantees, administrators or

assigns of =aid Lessor or Lessee.
N

WITNESS WHEREOF, we sign the day and year first above written,
Witness: ' Ha: B Shulor.. oo
- _ - e e smem mm e me me em emes Crygt.a]__ er
= State of __—_] Kensas _____ , County of Stevens  ,  ACKNOWLEDGEMENT FOR INDIVIDUAL (Kan. & Okla.)
Before me, the undersigned, a Notary Public, within and for said County and State, on this _ 9_ _____
= day of ~___Octobex____, 1942 _, personally appeared _LLﬁhulan_m¢_Gry.atnl_Shulau_bia_mm,__—.:__-:,,—__:__
i AN = me = e e : - -
to me pcrsoﬁ;ﬁy known to be the identical person_8_ who executed within and foregoi_ﬁé_i}xstrument and ucknowleflé?d_E«;_r}x_e-EHEE:ﬁéy
executed the same as | I' __ free and voluntary act and deed for the uses and purposes therein set forth.
IN WITNESS WHERE% 1 Hive Téﬁt’o set my hand clgﬁﬂf)icial seul the day and year last above written.
My commission expires . MBY Ldy 229 ______  \wmdw) oo T, A. Dudley ________ Notary Public.
i} [T TR S — , County of = , S8. ACKNOWLEDGEMENT FOR CORPORATION
[ 7 Be it remembered that on this - ———.—- . DL | , 19____, before me, the undersigned, a Notary Public, duly commis-
T sioned, in and for the county and state aforesaid, came , president of e

n eornoaration of the State of ceemiie o eeeveem oo nersonally known to me



Mobil Exploration & Producing U.S. Inc.

2319 NORTH KANSAS
LIBERAL, KANSAS 67905-2173

CERTIFIED MAIL
RETURN RECEIPT REQUESTED

IMPORTANT NOTICE
READ IMMEDIATELY

February 11, 1998
Ms. Zora Davis
P. O. Box 182
Moscow, KS 67952 %

H. E. SHULER UNIT - WELL#2
SECTION 16-31S-35W
STEVENS COUNTY, KANSAS
METER NO.: 26253-0001

Dear Ms. Davis:

* Mobil Exploration & Producing U.S. Inc. (“Mobil”) operates the gas well identified above. The
well is connected to your residence by a gas pipeline, which you own and maintain. Mobil
provides free gas to you from this well under the oil and gas lease(s) which cover the property

upon which the well is located.

In recent tests, Mobil discovered hydrogen sulfide (H2S) in the gas produced from this
well. In high concentrations, H2S may be toxic and may present serious heaith and
safety risks. H2S may be corrosive and may cause leaks and loss of pressure in gas
pipelines. Enclosed is a Material Safety Data Bulletin, which explains the health and

safety risks associated with H2S.

The potential for health and safety risks may exist where gas which contains high concentrations
of H2S is used for fuel sources in confined spaces, such as gas heaters and home appliances.
Therefore, as a preventative measure to protect your health and safety and the health and safety
of other residents on Mobil leases, Mobil will disconnect residential pipelines connected to gas

wells where H2S is present.

The gas pipeline to your residence will be disconnected on February 27, 1998. You
should make arrangements IMMEDIATELY to convert your residence to another fuel
source, if one is not already available. The pipeline will be disconnected at the wellhead
and will not be disturbed in any other way. There is evidence that H2S is present now or will
be present in the near future in the other gas wells on the Unit. For this reason, connections to
other gas wells on the Unit are not available.

|

e

M980009.doc™




Attached to this letter is a list of local gas distribution companies and LP distributors in the area
who may be able to assist you in the conversion. This list is provided to you as a courtesy only,
without any representation or warranty as to the quality of their work. If any part of the existing
pipeline will be used in the conversion, you should arrange to have the pipeline pressure
tested first, to insure that it is safe and does not leak.

To compensate you for any damages which may result from the disconnection and to help defray
the cost of conversion, Mobil will make a one time payment of $3,500.00. Enclosed is Mobil's
draft to you in that amount. To accept this offer and receive the settlement payment, you must
sign the draft and present it to your bank’s collection department.

By accepting this settiement payment you acknowledge that you are the owner of the property
described above and relinquish any and all future claims to free gas from the gas well described
above, or any other well currently located on the oil and gas lease(s) covering the property
described above. Endorsement of the draft constitutes a full, final and complete release,
settlement and satisfaction of any and all claims, causes of action, damages or losses relating to
disconnection of your pipeline to the gas well described above.

. If you have questions, please feel free to contact me at (316-626-1109).

Very Truly Yours,
MOBIL EXPLORATION & ERODUCING

Mark Haralson
Senior Staff Landman
Liberal Region

MAH:dah
cc: Jerry Stuckey
Rt. 1
Moscow, KS 67952

M980009.doc
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o Exploratlon & Producmg U.S. Inc.

; DALLAS, TEXAS

February 11, 1998

DATE

4 s - 3,500.00

P s

2 : ToEEe
g N DOLLA
BN . ' :
p%-- H. E;S‘HULER UN"IT, WELL NO. 2 SEC 16 T-31 S, R-35-W STEVENS CO KS S

=  Pursuant to Mobil’s letter to Payee dated February 11, 1998, acceptance and endorsement of this instrument

g -~ constitutes a full, final and complete release settlement and satisfaction of any and all claims, causes of

gt._ . acuon ‘damages or losses relatmg to or ansmg out of Lessee: 8 dISCOIlDCCthD of Payee’s residential pipeline to

Wy, __-%'the gas well escribed abnve S %/

®1d 7 MeterNo, 262530001 - ' ' Z i i 9
S KCCT 2319:5UB ACCT 031 ICA 0012 L/C 62022-00 Mark A. Haralson - -

038025 0380 ch 1L 1L 000025, k25800085 an®

PLEASE FILL IN YOUR SOCIAL SECURITY NUMBER OR TAX I. D. NUMBER WHERE INDICATED ON
THE CHECK BEFORE PRESENTING THE CHECK TO THE BANK FOR PAYMENT
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Lab No: 980404

PRECISION WIRELINE AND TESTING
NATURAL GAS ANALYSIS REPORT
316-624-4505

Producer: Jerry Stuckey Analysis Date: 02/25/98
Well Name: H. F. Shuler Unit No Sample Date: 02/24/98
Location: 16-315-35W Sample Pressure: 10.4

County: Stevens Sample Temperature:

State: Kansas

Sample Source: Farm Tap
Formation:
Bottle No: P26
Requested By: Jerry Stuckey
Sampled By: Mark

HUHK MMM EN KA X RNA KKK AKX KKK XXX KK KX XXX XA K AN LMK KK X R XN XXX MR NR R AR KHXHAARKANKAX
HEXKEXAKKXHLKXX XX KX KA XX AKX XXX KK XA AKX M AKX KX AKX R R XA AKRRN LA AR AKX KKK AKX KL XA R AKX KL

NATURAL GAS ANALYSIS

Mole % GPM
Helium 0.420
Hydrogen 0.005
Oxygen 0.000
Nitrogen 13.693
Carbon Dioxide 0.053
Methane 72.900
" Ethane 6.113 1.635
Propane 3.823 1.053
Iso Butane 0.505 0.165
Normal Butane 1.289 0.406
Iso Pentane ) 0.316 0.116
Normal Pentane 0.368 0.133
Hexanes Plus 0.515 0.225
TOTALS 100.000 3.734
Z Factor: 0.9974
specific Gravity: 0.7311
BTU/cu.ft. (sat, 60 F. 14.73 psia): : 1039.7
BTU/cu. ft. (dry, 60 F. 14.73 psia): 1058.1
107.0

Octane Rating

xxxxxxxxxxxxxxxxxxxxxxxxxxxxxxxxxxxxxxxxxxxxxxxxxxxxxxxxxxxxxxxxxxxxxxxxx
Comments: H28 = 4 ppin 0.000



&
PRECISION WIRELINE and TESTING PRODUCER __JERRY STUCKEY CsSG WT SET @ 10 FB GL ™~
P.O. BOX 560 weLL NaMve __H.E. SCHULER UT.NO. 2 TBG WT SET @ SN PKR KB (\b
LIBERAL, KANSAS 67905-0560 ‘LocaTion __ 16-315-35W PERFS O : T0 : TO : T0
316-624-4505 COUNTY STEVENS sTaTE _KS PROVER METER TAPS ORIFICE PCR TCR
CELLULAR: 316-629-0204 i GG APl a GM RESERVOIR
DATE ELAP ELLHEAD PRESSURE DATA MEASUREMENT DATA uQuios TYPE INITIAL SPECIAL ENDING
LR L. CSG Ap 86 Ap BHP Ap PRESS. | DIFF. | TEMP Q |COND.|WATER| TEST. ANNUAL___________ RETEST DATE 2-24-98
PSIG csG PSIG TBG PSIG BHP PSIG MCFD | BBLS. | BBLS. REMARKS PERTINENT TO TEST DATA QUALITY
TUESDAY ; -
2-24-98
1630 10.4 PUMB ON H'{.S = 5;?3_?1‘-‘_. OBTAIN GAS SAMPLE.




KRAMER, NORDLING & NORDLING

BERNA’_R’D E. NORDLING 5 ATTORNEYS-AT-LAW A.E. KRAMER

ERICK E. NORDLING 209 E. SIXTH (1901-1991)
HUGOTON, KANSAS 67951 LELAND E. NORDLING

(316) 544-4333 (1924-1987)

FAX (316) 544-2230

February 26, 1998

Mark A. Hara
Mobil Explo
P. 0. Box 21
Liberal, KS

son
ation & Producing U.S. Inc.
E 5

e — Re: Domestic House Gas

Owner: Zora Davis

H. E. Shuler Unit - Well #2

Section 16-318-35W, Stevens County, Kansas
Meter #26253-001

7905-2173

Dear Mark:

I am writing on behalf of Zora Davis. I have reviewed your letter
of February 11th to Mrs. Davis. We have also visited about
hydrogen sulfide problems on another client.

Although the level of hydrogen sulfide is certainly a concern which
Mrs. Davis does not take lightly, she feels a very important term
under the oil and gas lease is to be able to receive free gas for
domestic purposes in the principal dwelling. We would like to have
some verification of the H2S levels on this particular well and
what other wells in the area might be able to substitute Mobil’s
obligation to provide gas under the lease.

The obligation under the lease to provide gas runs so long as there
is production from the unit. The lease does not describe if there
are problems with sour gas, rather it is an ongoing and continuing
obligation of the lessee to provide the gas. In the event Mobil
chooses to disconnect service from Mrs. Davis’ property then we
feel Mobil should not only pay for the cost of conversion, but also
continue to provide fuel to her throughout the life of the lease.

Other objections which may be available and frankly Mobil should
help to pursue, include getting a gas tap off of a major pipeline,
or gas from other Mobil wells in the unit. Another option would be
for the treatment of the hydrogen sulfide problem at the well.
This has not been explored or commented on by Mobil. We would like
an explanation as to efforts to reduce the hydrogen sulfide levels.
We have to think that as a concern on the domestic gas side then it
is also a concern for Mobil in selling the gas down the pipeline.
It is my understanding that treatment facilities are available and
we would like to see what Mobil intends to do in that regard.

W\

b

&



" Mark A. Haralson

February 26, 1998
Page 2

We would like to try to resolve this matter but Mobil’s offer is
unacceptable both from the dollar standpoint, the lack of
continuing obligation on Mobil to provide gas under the terms of
the lease, and the scope of the release requested by Mobil.

I hope to hear from you shortly.

Very trumly ygurs,

EricX E. Nordling

EEN:emp

pc: Mrs. Zora Davis
P. O. Box 182
Moscow, KS 67952

Jerry Stuckey vl

Route 1
Moscow, KS 67952

! . & i ‘} Of-éﬂ’é 7] “3‘%"?3
Mot JE2P Baan't fosfomohed e
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Mobil Exploration & Producing U.S. Inc. p0.BOx 2173

2319 NORTH KANSAS
LIBERAL, KANSAS 67905-2173

March 24, 1998

COPY

- P.O. Box 182
Moscow, KS 67952

H. E. SHULER #2

SECTION 16-31S-35W
STEVENS COUNTY, KANSAS
METER NO.: 27046-1125
CONTRACT NO.: 1-3354

Dear Ms. Davis:

Reference is made to my letter of March 12, 1998, wherein we informed you we were
going to disconnect your irrigation tap on the captioned well. Mobil has reconsidered this
disconnection after a re-test indicated concentrations of H2S less than 10 ppm. In the event the
concentrations of H2S remain below 10 ppm for an extended period of time (9 to 12 months),
Mobil will make arrangements to re-connect your principal dwelling for residential use if you so

desire.

In the event the H2S concentration should increase above our safety threshhold, you will

be advised accordingly.
) i loratigh & Producing
F
Mark A. Haralson

Senior Staff Landman
Liberal Region

MAH:dah
cc: Jerry Stuckey
RR 1
Moscow, KS 67952

M980014.doc
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732 SUPREME COURT OF KANSAS

|
!
|
] _—
; Jackson v, Farmer :
! No. 49,955
]

| DoxaLp W, Jacksoy, Appellant, v, Richaro A, Farmex and Caro.-

! LYN SUE Farmeg, Appellees.
| : 1504 P.2d 177
' j SYLLABUS BY THE COURT

I L. OIL AND Gag_ “Dwelling Howuge™ Included in Lease—Effect of Drecelling

i Erected after Leage Executed. The anly dwelling house on Jand included in an
! - 0l and pgas leage the “principal dwelling house™ within the meaning and

- executed,

24 SAA-iEfI:'me Cag Clause—Transfer of Rental Right. Free
ferred from one dwelling house to another so long as the u

futent of the lease, even though the house was erected long a
g

tter the lease was

Las may be trans-
se is limited 1o one

covenant of a Jessee to furnish free gas for domestjc heating and Yighting may

land, the Benefit thereof passing to the assignee of the lessor and the burden ta

the assignee of the lessee.

- SAME—Free Cag Clause—Rental Right is Covenant Bunning with Land—
Benefit only 1o Surfaps Wstate O the theary that the use of gas undera free gay
clavse actually henefis only the surface owner, the authorities agree that ¢, is

|
|

|

|

|

|

I be technically called a rent. Thijs agreement s a covenant running with the
|

|

|

|

|

I

Zas leases jnures principally to the benefit of the Jessee,

for waste,

Question; meaning should pe ascertained by examining the

critical analysis of a single or isplated pProvision; reas
unreasonable interpretations are favored; a practioal and

four corners and by considering all of the pPertinent provisi

7. SAME—Logses Construed—General Rules. Rules governing
of oil and gs leases include these: the intent of the partie

covenant runs with the surface estate, not the mineral estate,
| 3 SAME—Unitizgtion of Lease~Benefit af Lessee. The right to unitize oil and

6. SAME-—Unitization of Lease. Unitization makes for economy in production:
fewer wells need be drilled, equipped, and serviced, and there is Jess chance

the construction
5 is the primary

documents fron; a)

ons, rather than by

onable rather han
equitable construc-

tion must be givey to ambiguous terms; and any ambiguities in a lcase should
be construed jn favor of the lessor and against the lessee, since jf i the lessee
who usually Provides the lease form or dictates the terms thereaf,

[

| 8. CONTHACTSnlnrerpremﬁon by Courts. A court should aveid unreasonahle
i interpretations whereby a contract Provision is reduced 1o an absurd; ty and the
|

9. OIL AND G.-lS—“DweHing House” Included in Lease—0
Land under Faeqs of Case Entitled to Free Cas. In an ac
awner-operator of npitized gas leases and the owners of the

wners of Surface
tion between the
surface only of

examined and it

is held: the fandowners® home B “the principal dwelling house™ on the W b
of § 3, the langd included within ene of the leases; and under the particular
terms of that lease, ang under the Facts of this case, the landowners are entitled

!

|

I

|

| part of the leased premises, the N 44 NW % of § 3, the record is
{ :

1

|

|

| unit is located op the SW L4 of §3

to “Iree gas” with which to heat their home, though the only gas well on the

;——-\_

o dk

B i



Voo, 225 JANUARY TERM, 1979 733

Jacksen v. Farmer

Appeal from Seward district court; L. L. MoRcax, assigned judge. Opinion
filed May 3, 1979. Affirmed.

Richard Jones, of Hershberger, Patterson, Jones & Roth, of Wichita, argued the
cause, and J. Michae! Kennalley, of the same finn, and Gene H. Sharp, of Vance,
Hobble, Neubauer, Nordling, Sharp & McQueen, P.A., of Liberal, were with him
on the brief far the appellant.

Eugene L. Smith, ol Smith, Greenleal & Brooks, of Liberal, argued the cause
and was on the brief for the appetlees.

The @rinion of the court was delivered by

MILLER, J.:- The “free gas™ and “unitization” clauses in a
standard Form 88 Producers {Kans., Okla. & Colo., 1942 Rev., Bw
form) oil and gas lease give rise to the dispute presented in this
action between the owner and operator of four unitized leases, on
which there is one producing gas well, and the owners of the
surface only of a part of the land included in the unit. Donald W.
Jackson, plaintiff-appellant, is the owner and operator of the
leases and the well. Richard A. Farmer and Carolyn Sue Farmer,
husband and wife, defefldants-appellees, are the surface owners.

The ultimate issue is whether the Farmers, the owners of the
surface only of the N % NW % § 3, are entitled to take “free gas™
to heat their home from the unit well on the SW % of § 3, under
the terms and conditions of the lease and the unitization declara-
tion, and under all of the facts and circumstances of this case.

The facts are stipulated. Section 3-345-33W, in Seward County,
Kansas, was leased for oil and gas in the 1940’s. Each quarter
section was under separate ownership, so four separate leases
were executed, those on the NW Y, the NE % and the SE % being
on Bw Form 88 producers leases as described above, and the SW
¥4 being on an L. B. 88 Revised form. The leases on the NW %, the
NE % and the SE 4 contain the following provisions:

“4, . . . the lessor to have gas free of charge from any gas weil on the
leased premises for stoves and Inside lights in the principal dwelling house on
said land by making his own conneetions with the well, the use of such gas to be
at the lessor’s sole risk and expense.

7. In case said lessor owns a Jess interest in the above described land thao the
entire and undivided fee simple estate therein then the royalties and rentals herein
provided for shall be paid the said lessor only in the proporticn which his interest
bears *o the whole and undivided fee.

“g. Il the estate of either party hereto is assigned {and the privilege ol

“assigning in whole or in part is’ m.'pressly allawed], the covensnts hereof shall

extend to the heirs, devisees, exegutors, administraters, successars and as-
signs

'5_, ) _,M
AP : ,_‘-ﬁ.
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734 SUPREME COURT OF KANSAS

Jacksaon v Faomer

“16. The unitization of this lease or any portion thereof v it any other fease o~
leases or portions theregf shall be sccomplished by the execution apd filing by
fessee in the recording office of said county of an instrument declaring s Purpose
te unitize apg desm—ibmg the leases and land unitized, which Unitization sha])
cover the gas rights only and COMPrise an area not exceeding dpproximately 640
acres. The royalty provided for herein with respect to Bas from gas welfs shall he

by, Provided, however, lessee shall be under no obiigation, express

The lease on the SW contains simjlay Provisions. Pursyane to
the.authorization for unitizatiop contained in each of the leases,
the four Jeages covering all of § 3 were unitized in 1953, The four

well, located in the SW 1 of section 3, hag been continuous ever
since. There gre 1o other gas welis on section 3. There are now
only twg houses on the section, One hause on the SW i has been
supplied with “free gas™ for heating burposes since 1953, there
Was one house on the SW 14, the only house an section 3, whep
the well was drilled. apparently that hoyse was destroyed, byt the
replacement of this house s still connected to the well and js sEill

hompson wel| since 197]. Lowene 0O, Priefert is the owner of
the Mineralg underlying ¢he NW %; James R, Yoxall is the awner
of the surface only of the § 1 NW % and the appellees, the
Farmers, gre the owners of the surface only of the N 14 NW 4 of
section 3. Yoxg]) and the Farmers OWN no minera| interest.

The Farmers erected a residerice on their 80-acre tract in 1974,
and they now occupy it as thejy home. It is the only house now.
Existing on the NW Y of section 3. Farmers asked Jackson tq
Make an outlet availab]e at the wellhead in order that they might
utilize their “free gas”™ Privileges; Jackson denjed that the Farp,-
ers had any sijch privfleg@;ﬁ, and refused to provide an outlet. The
Farmers then applied for ang obtained a gay Service contract from

AP S
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VoL. 225 JANUARY TERM, 1979 7: &
Jackson v. Fammer $

People’s Natural Gas Company, and in January, 1975, cox o
menced purchasing natural gas from People’s to heat their hom
Between January, 1973, and March, 1976, Farmers paid People <
the sum of $525.54 for gas. 5
By a conveyance dated February 9, 1976, Lowene O. Priefe 2

and her husband, as owners of the minerals under the NW 4 ¢
section 3! assigned to the Farmers all of the Priefert’s i ight to u:
free gas for domestic purposes, using the following language:

s

A

(]

=
“The enjoyment of Grantors’ right, if any, to the free use of gas for domest

‘purposes under the terms and provisions of a certain oil and gas lease date

February 26, 1948, between Ross Fraim and Opal B. Fraim, his wife, as lessors, ¢

Earl M. Knighton, as lessee, or any future oil and gas lease of record, on the NW

of Section 3-T34S-R3I3W of the 6th P.M., Seward County, Kansas, — for the sur

of $10.00 and other valuable aonﬂderalmlw

“EXCEPT AND SUBJECT TO: Qil and gas leases, unitization agreements am
asements of record, if any, insofar as the same are valid.”

In March, létiﬁ the Farmers laid a pipeline from their home te
the well, welded a connection tg the weilhead casing, and com
menced using gas from the well to heat their home: “they continue
to do so. They shut off the gas from People’s, but retained the
connection and continued to pay the minimum charge in order fc
have a standby fuel source.

Jackson discovered the connection in June, 1976. He de-
manded that Farmers disconnect the line. Upon their refusal to o
do so, Jackson commenced this action for a mandatory injunction
requiring removal of the line, and for an accounting for the
reasonable market value of all gas appropriated. Farmers an-
swered, denying that plaintiff was entitled to any relief, and they
filed a counterclaim for damages in the amount of $525.54, and

for a permanent injunction prohibiting the plaintiff from inter- 5
fering with their use of gas from the well. &
The trial judge denied plaintiff any relief, and he granted 0
Farmers a money judgment for $325.54 and the injunctive relief rrrjé
they sought. Jackson appeals. 0

The first issueis whether defendants’ residence is the “prinei-
pal dwelling house™ on the NW ¥ § 3. The trial court’s finding is .
s follows: o s
: ]

“The term ‘the principal dwelling house an said land’, as that language is used in
the frec gas clause in paragraph 4 of the lease, is not limited to mean a building in
existence at the time the leese is written, nor at the lime a well is drilled, sbsent
specific language to that effect. Where no structure exists at the date of the lease,
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736  SUPREME COURT OF KANSAS

Jackson v. Farmer

the only meaning which could be ascribed to the terms would be a dwelling
subsequently to be erected. Any structare used as a dwelling may be designated
‘the principal dwelling house on said land” so long as the lessee’s burden is not
increased beyond the obligation of furnishing or permitting the use of enough gas
to heat and light cne dwelling.”

Appellant contends that there was no house on the NW ¥ when
the lease was executed and that the free gas clause was intended
to apply only to buildings then on the premises. He relies upon
Warfield Natural Gas Co. v, Moore, 281 Ky. 689, 136 S.W.2d 1086
(1940) and City of Jola v. Lytle, 164 Kan. 33, 37, 187 P.2d 378
(1947). Neither case supports his argument. Warfield stands for
the proposition that a lessor who is entitled to free gas to heat the
lessor’s dwelling may not erect a second house and connect it to
the free gas line while the original house is still being served. In
other words, the lessor cannot have free gas for two houses when
the lease restricts the free gas right to one dwelling. In Lytle, the
City of Iola hag gpntracted to furnish a landowner with free water
for one house, and for livestock kept on the premises. The city
promised to give the landowner four connections with its three-
inch main; it had done so. After the original house was sold, a
dispute arose. This court held that it was implicit in the contract
that the right to free water was one attaching to the original house,
and the right was not transferable separate and apart from the
ownership of the house. The original house was still in use.
Neither Warfield nor Lytle is persuasive here.

The trial court’s logic is sound. Under plaintiff’s theory, the
free gas clause would be a nullity whenever there was no house
existent on the leased land. A court should avoid unreasonable
interpretations whereby a contract provision is reduced to an
absurdity and the parties’ intent vitiated. Garvey Cenier, Inc. v.
Food Specialties, Inc., 214 Kan. 224, 519 P.2d 646 (1974),

The burden of the covenant cannot be enl arged. But if there is
no house on the land when the lease is executed, and one is
erected years later, the requirement that the lessee then furnish
free gas to the single house on the land does not increase the
burden; it simply furnishes a basis for presently enforcing it. This
is supported by the rule that free Zas may be transferred from one
dwelling to another, so long as the use is limited to the one
principal dwelling hotise. See Salisbury v. .Columbian Fuel Cor
poration, 387 5.W.2d 864 (Ky. App. 1965), where it was held that
the right to use free gas was a covenant runnin g with the land,



X

A

G

VoL. 225 JANUARY TERM, 1979

73

Jackson v. Farmer

- and free gas was properly
“principal dwelling™ unti

while a new house was

principal dwelling; then to the new
division of the leased land, to the
with a deed to the land on whi

being erected on

furnished, one house at a time, to th
I it burned; then to the “rent house

the former site of th.

house; and finally, after ;

“rent house™ in accordanc

ch the “rent house” was located

- which deed recited: “It is understood Parcel No. 5 will have fre

gas to the house on said described land.’
The Farmers’” house is the ogly

section 3. We hoid that

burden has not been en]

" (387 S.Wad at 865.
dwelling on the NW Y of

it is the “principal dwelling house™ on
that quarter section within the meaning and intent of the lease,
Jackson contends that the appropriation of gas by Farmers from
the welil on the Southwest quarter enlarges the lessee’s burden in
violation of the Warfield rule, The fallacy of this contention is

. that in Warfield there was but one lease, and the obligation to
furnish free gas ta.one house. In the case at hand, there are four
leases, each containing a free gas clause obligating the lessee to
furnish gas for one house on the described quarter section. The

arged.

. The principal issue is whether the appellees, under the terms of

the documents and facts before us, are enti
well which is not located on the Northw
contends in essence that Farmers’ right is ]

tled to free gas from a
est quarter. Appellant
imited to gas produced

on the Northwest quarter; that the unitization clause does not

extend that right; and that since Farme
ment, they are not entitled o the bene
Paragraph 4 of the original lease on ¢

provides in part:

"The Jessee shall pay lessor as rovalis
such at the mouth of the well where gas
gas free of charge fram any gas well on the leased premises for stoves and ingide

lights in the principal dwelling house on said land

The lessor thus received two contingent
lease—a % rovalty interest in the praceeds of g
to free gas for the principal dwelling locate

rovalty and the ri to free zas ar

 In 3A Summers, Oil & Cas § 571, it is stated:

“The cavenant of the lessee to
may be technicallv called a rene

™
furnish free gas for domestic heating and lighting
. This agreement is a covenant runaning with the

fit

I

e |

rs have suffered no detri-
of free gas.
he Northwest quarter

s of the proceeds from the sale of ges as
anly is found

the lessor 1o have

»

benefits from the
as sold, and a right
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land, the benefit thereof Passingto the assignee of the lessor and the burden to the

assignee of the lessce."

See also 3 and 34, Summers, Qil & Casg §§ 553,587, 3 Williams,

-Z; Annot.,, 79 A LR. 502; 38 Am. Jur. 24,

Gas & Oil § 84. On the theory that use of gas under free gas
clquses actually benefits only the surface owner, the authorities

agree that this covenant
not the mineral estate.

runs with the surface estate of the [and,
3 Williams, Gil & Cas Law §661.2. 3

Summers, Oil & Gas § 553; 4 Kuntz, Oil & Gas § 53.6, at p. 349,
Seealso Alderson v, Natural Gas Co., 116 Kan. 501, 503, 504, 227
Pac. 347, 41 A.L R. 253 (1924); and Sinclair Oil & Gas Co. o,

Huffman, 376 P.2d 599

(Okla. 1962). - :

Farmers acquired title to the surface by deed from Yoxall; they
also received a grant from the Prieferts, owners of the minerals
underlying the NW Y4, of their right, if any, to free gas. The latter
conveyance was of no impact since the Prieferts had already sold
the surface. The rightrto take gas free of charge for heating the
principal dwelling, and the obligation of the lessee to permit such
taking is, as we have seen, a covenant running with the surface of
the land and thus the F armers acquired that right through their
decd from Yoxall to the surface,

Farmers own only half of the surface of the NW Yi—the north
half. But the only dwelling house on the entire quarter section is

located on the north half

- We hold that they now have the right “'to

have gas free of charge” as that right is granted according to the

terms of the lease.

Is that right limited to gasuproduced from a well located on the

NW %P We think not.

The unitization clause, included in the

original lease, provides that any well drilled on the unit “shal] be
forall purposes a wel] under this lease and shall satisfy the rental

provision of this Jease
Provided, however,

as to all of the land covered thereby;
lessee shall be under no obliga-

tion . . | to drill more than one gas well on said Unit.” The
Declaration for Unitized Operations declares that the parties “do
hereby consolidate the gas rights under [the four] leases for alf

purposes of said leases

The gist of appellant’s
the lease; and the Declar
and do not expand that
than the “leased premise

»3

. (Emphasis supplied.)

argument is that the unitization clause iny
ation, do not apply to the free gas clause,
lauseto include gas produced from other
s”"—here the NW ¥, Unquestionably, the
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right to wunitize inures principally to the benefit of the le
Some of those benefits were enumerated by Justice Fromm
Klippel o. Beinar, 222 Kan. 681, 685, 567 P.2d 867 (1977

_ follows:
“(I) The life of the lease is extended as to all included tructs bevond the pr
* term and for as long as oil, gas ar other minerals are produced from any one .
tracts included; {2) the commencement of s well on any one of the tracts o
“r to excuse the payment of delay rentals on all included tracts for the period :
in the respective leases; {3) production from a well on any one of the tracts rel
the obligation to pay delay rentals, during production, on all included tract
the lessee is relieved of the usual obligation of an implied covenant for reasor:
development of each tract separately; (5} wells may be located without refe:
to property lnes; and (6) the lessee is relieved of the obligation to drill o

wells on other included tracts 16 prevent drainage by a well on any incl
trace.”

Unitization is a useful device and is frequently utilized w
gas is found. One well, properly located, can serve to release
gas from an etéhisive acreage. Unitization makes for econom:
production: fewer wells need be drilled, equipped, and servic
and there is less chance for waste. Sec Somers v. Harris Trus
Savings Bank, 1 Kan. App. 2d 397, 566 P.2d 775 (1977). Unit
tion also provid<s a fajr and equitable method of dividing
royalty between the concerned landowners.

Among the familiar rules governing the construction of oil :
gas leases are these: the intent of the parties is the prim o
question; meaning should be ascertained by examining the d
ument from all four corners and by considering 21l of the pe
nent provisions, rather than by critical analysis of a single
isolated provision; reasonable rather than unreasonable interg
tations are favored; a practical and equitable construction m
be given to ambiguous terms; and any ambiguities in a le
should be construed in favor of the lessor and against the less
since it is the lessee who usually provides the lease form
dictates the terms thereof. Tate v. Stanolind Oil & Gas Co., 1
Kan. 351, 336, 240 P.2d 465 {1952); Rogers v. Westhoma Oil C
291 F.2d 726 (10th Cir. 1961); Gilmore v. Superior Oil Co., 1
Kan. 388, 391, 388 P.2d 602 {1964}, Lightcap v. Mobil ¢
Cprporation, 221 Kan. 448, 458, 562 P.2d 1 cert. dented 434 U
876 (1977). The leasébefore us must be read and considered a:
whole; the unitization clause must be considered together wi
all of the other provisions in the lease, including the free o

o

g s, 0.

A

WdiB:SB BeeT-T2-£@

L SNEE

CECTBESHALT

P d



SA'd ”l0ol

et

740 SUPREME COURT OF KANSAS

Jackson v. Farmer

clause; and effect must be given, if possible, to all provisions of
the lease. -

Here the single producing well on the SW 1 serves to keep al
four leases alive. It s “for all purposes a welj under this lease.”

Among those purposes is the purpose to provide, at the wellhead, -

free gas for the principal dwelling houses on each of the leased
quarters. This interpretation avoids the unjust resuit of giving the
lessee the benefits of unitization and letting him escape the
responsibility of furnishing free gas which each lease imposes.
To adopt appellant’s construction would write the free gas clause
out of every unitized lease save the one covering the tract on
which the lessee chose to locate the gas well. The Interpretation
here adopted finds support in some treatises {Brown, Law of O]

and Gas, 2d ed,, §10, p. 1049, 3 Williams, Oil & Gas Law

§ 661.7) and is criticized in another (4 Kuntz, Law of Oil & Gas

Jackson contends that since the Farmers do not have 2 well on
their land, they do not have any detriment or burden and there-
fore they should not be allowed to enforce the free gas covenant.
This argument overlooks one important fact: the lease on the NW
Ya is still in full force and effect, and the lessee may in the future
enter and drill wells for efther gas or oil thereon; and though the
surface owner may have no royalty interest, his surface estate is
still burdened with the lease-

Finally, we have not overlooked the many cases relied upon by
appellant in support of his unitization argument; but in nene of
those cases do we find the “well for all purposes” language
present in the instant lease, and the cases are thus unpersuasive

and distinguishable, '
Under the precise terms of the lease involved, we hold that
appellees are entitled to take gas from the unit well, without

charge, for the purpose of heating the principal dwelling house
on the NW 1% of § 3—their home.

The judgment is affirmed.
HERD, J., not pafticipating.

Holames, J., dissentf;ig: I respectfully dissent. Lack of time
precludes an extended dissertation of my interpretation of the

e B

"J'f.'r'-‘:-'.' X g 2|

.



Mobil Exploration & Producing U.S. Inc.

2319 NORTH KANSAS
LIBERAL, KANSAS 67905-2173

CERTIFIED MAIL
RETURN RECEIPT REQUESTED

June 23, 1998

JERRY STUCKEY
RT.1-BOX 115
MOSCOW, KS 67952 .

PHILLIPS J.F. #1-6 (M)
SECTION 17-31-35
METER NO.: 26241-0002

Dear Sir or Madam:

Mobil Exploration & Producing U.S. Inc. (“Mobil”) operates the gas well identified above. Our records
indicate this well is connected to your residence by a gas pipeline, which you own and maintain. Mobil
currently provides or has provided free gas to you from this well under the oil and gas lease(s), which cover
the property upon which the well is located.

You may already be aware of the many problems associated with the house gas taps due to the age of the
Hugoton gas field. These include lower pressures, higher hydrogen sulfide (H2S) concentrations and
degradation of gas quality (i.e.; water, debris, etc in the gas stream).

The pressures in the Hugoton field have been reduced significantly over the past 50 plus years and as
reservoir pressures decline, gathering system pressures immediately downstream must be reduced to
maintain deliverability of gas. Accordingly, Mobil has been working diligently to have field compression
installed on the gathering systems that may affect, or already has affected, the availability of house gas to
your residence. Many of these compressors are coming on line now and as the systems are fine-tuned, the
wellhead pressures will continue to drop significantly. With the continued reduction in wellhead pressure,
you may notice an increase in water production as well as dirt and scale being drawn from the wellbore.
The combination of these factors will most likely cause more freeze-off problems in the winter months.

In recent months, Mobil also has seen an increase in H2S levels in the gas produced from many of our
wells. In high concentrations, H2S is toxic and, even in lower concentrations, it can present serious health
and safety risks. H2S may also be corrosive and cause leaks and loss of pressure in gas pipelines. The
potential for health and safety risks is even greater where gas containing H2S is used for fuel sources in
confined spaces, such as gas heaters and home appliances. Therefore, as a preventative measure to protect
your health and safety and the health and safety of other residents on Mobil leases, Mobil has and will
continue to disconnect residential pipelines connected to gas wells where H2S is present in concentrations
at or above ten parts per million (10 ppm).

House Tap Offer 2.Doc

e



Mobil has been requested by several residents to offer a reasonable alternative to the wellhead gas
connections that are now affected by, or may soon encounter, these problems. Therefore, in consideration
for your agreement to relinquish any and all future claims to free gas from the gas well(s) located on the oil
and gas lease(s) covering your property, Mobil will agree to the following:

Pay you a lump sum of Three Thousand Dollars ($3,000.00) to Three Thousand Five Hundred
Dollars ($3,500.00) (with the difference prorated on an annual basis depending on the
conversion date) to cover conversion or utility connection costs and the cost of your propane
through October, and;

Pay an annual amount equivalent to the price of 1000 gallons of liquid propane (LP) on the 1st
working day of October for as long as gas is produced pursuant to the oil and gas lease
containing your free gas clause. The annual payment amount will be determined by Propane
Resources, an independent third party firm in Shawnee Mission, Kansas, using the LP prices
for this area averaged over the previous 12 month period.

This offer is not and should not be construed as an attempt to eliminate or reduce our obligations to you.
We are truly concerned for your safety and comfort. We also are trying to provide you with a reasonable
long-term alternative to satisfy your residential gas needs.

If the well where your tap is located does not currently contain H2S in concentrations at or above 10 parts
per million, you may elect not to convert to another fuel source. Should you choose to remain on the gas
well, you might consider installation of a volume tank, gas filter, auto-ignition pilot lights and possibly
larger service line to facilitate a reasonable quality of service. We urge you to use a qualified contractor
for any modifications to your gas system. As stated in our previous letters to homeowners, your
connection and piping are your responsibility and Mobil will not be available to thaw frozen connections to
your house. Additionally, please be aware that, if and when H25 concentrations reach 10 parts per million,
the tap will have to be disconnected because of safety and health concerns.

This offer is extended to the homeowner only. Should you wish to accept our offer, please sign below and
return this letter to the attention of Dee Ann Head at the letterhead address along with a copy of the
property conveyance to you (Warranty Deed, Probate, etc). If you have already been disconnected due to
high H2S concentrations, we will set you up for annual payments upon receipt of this signed letter

. agreement. By executing this letter, you agree to relinquish any and all future claims to free gas from the

gas well(s) located on the oil and gas lease(s) covering your property and any damage claims based on
Mobil’s failure to provide such gas.

If you have questions regarding this or other domestic gas issues, please feel free to contact me at (316)
626-1109.

ACCEPTED THIS DAY Very Truly Yours,
OF , 1998: MOBIL EXPL

Signature
ark-Haralson
Senior Staff Landman
Printed Name " ,_ Liberal Region

mah
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Testimony before the House Utilities Committee
February 11, 1999

by
Melvin H. Webb, Stevens County Commissioner

Mr. Chairman:

There are several farm families in Stevens County, Kansas that have had the use of well head
natural gas for domestic dwellings for over 50 years. They have been cut off the use of this
natural gas, and it has caused lots of problems for those families. I do not think the gas
companies can do this legally, as I have read several of those contracts. It says well head natural
gas will be furnished to those dwellings on that section of land in which that well on that section
of land is producing natural gas. I think whatever happens to the well, the gas company should
still provide gas to the dwelling as long as the well is producing.

HOUSE UTILITIES
DATE: ?_-\\—Ciﬂ

ATTACHMENT 3



Fr ROME FARMS PHONE No. : 316 544 8991 Feb.11 1999 12:26AM

Dear Mr. Chairman and members of the House Utllities Committee:

Thank you for giving me the opportunity to testify today.

My name is Keith Rome and 1 farm in partnership with two other brothers in Stevens
County. We get domestic gas from a well that is located in the Hugoton gas field. Because of the
decline in the pressure in the Hugoton ges field the companica operating the wells have had 10
install compressors to maintain production.

As the pressure declined we had experienced problems getting enough gas to our farm

house.

When we first experienced the pressurc problems we looked at several options:
1. Hooking up on the compression side of their cumpressor, laying a new linc to
the house and buyiug the gas. The company would not allow this option.

2. Connecting to a high pressure linc and buying the gas which was not feasible
for our situation.

3 The installation of a small compressor at the well itself.

We talked with tho company about the third option and met with their fickdman as to
where 1o put the compressor. ‘I'he compressor was instulled in December of 1997 at a cost of
approximately $4000 to us.

In November of 1998 we reccived a letter stating that if we would give up our farm tap
the company would convert the house over to propang and supply up 1o 1000 gallons per ycar.
Because of the previous installation of the gas compressor we notified the company that we
elected not to aooept their offcr.

In December of 1998 we were told that we were using more gas then we should, but were
not told how much more or what the consequences would be.

1n January of 1999 we received a call that we were going to get our compressor unhooked
from the well that day. By that aftemoon we were told that we were going to be unhooked from
the well altogether. Loaving us without gas.

We asked if we could have a couple of days to get an alternative source of encrgy put into

place. After several hours of conversation that day with company representatives we were

reconnected. HOUSE UTILITIES

DATE: 2’”'40}

ATTACHMENT
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Fr ROME FARMS PHONE No. : 316 544 8951 Feb.11 1999 12:27AM

We are now in the process of laying a line and getting propane hooked up to the

farmstead.

We would prefer to stay with natural gas because of the cost and convenicnce but for

now, due to the circumstances, we are converting to propane.

Again, thank you for giving me the time to speak today.

Keith Rome
Hugoton, KS

PB3



O | A UTHIWEST KANSAS ROYALTY OWNERS ASSOCATION
Hamiton :
Keamy "“F——' Phone (316) 544-4333 E-mail: SWKROA@pld.com 209 E. 6th St. / P.O. Box 250
Fax (316) 544-2230 http:fjusers.pld.com/swkroa Hugoton, Kansas 67951

m Grant Haskell

> 11
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February 11, 18988

TO THE HONORABLE MEMBERS OF THE HOUSE UTILITIES COMMITTEE
Re: Hugoton Field Rural Domestic Gas Availability

INTRODUCTION

Chairman Holmes and Members of the Committee:

My name is Erick E. Nordling of Hugoton. I am Executive
Secretary of the Southwest Kansas Royalty Owners Association
(SWKROA). I am appearing on behalf of members of our Association
and on behalf of Kansas royalty and land owners in support of House
Bill 2045 dealing with proposed changes in the statute covering

underground storage of natural gas.

I am a laWygr and member of Kramer, Nordling and
Nordling, LLC. Much of our law practice has involved the
representation of landowners on oil and gas 1lssues, mainly in the

Hugoton Gas Field.

HISTORICAL BACKGROUND OF SWKROA

SWKROA is a non-profit Kansas corporation organized in

HOUSE UTILITIES

“Protecting And Serving Mineral & Royalty Owners Since 1£ DATE: z' [ \ —q q
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1948 for the primary purpose of protecting the rights of landowners
in the Hugoton Gas Field. We have a membership of approximately
2,400 members. Our membership primarily consists of landowners
owning mineral interests in the Kansas portion of the Hugoton Field
who are 1essors under oil and gas leases as distinguished from oid
and gas lessees, producers;, opergtors, or working interest owners.

For those of you who are not familiar with the Hugoton
Gas Field, it covers parts of eleven southwest Kansas counties,
including seward, Stevens, Morton, Stanton, Grant, Haskell, Finney,
Kearny, Hamilton, Wichita and Gray. The Kansas portion of the
Hugoton Field encompasseés some 2,600,000 acres. The field extends
through the Oklahoma panhandle into Texas. Lt runs 150 miles north

and south and 50 miles east and west and is one common source of

supply-
Hugoton rield Rural Domestic Gas Availability

The availability of natural gas for home heating is not
a major concern for most homeowners in Kansas. This is especially
t¥pe For citlzens who live in a town. The local distribution
companies (LDC) provides natural gas for most urban Kansans.

Natural gas 1is a safe, clean purning fuel.

For rural nomeowners the availability of natural gas for

home heating has been a concern for many years. In some areas;

5-L
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natural gas is not available and the homeowner must use propane, O
electricity to meet their home heating needs.

In other areas of the 3State where natural gas 1is
produced, many of the oil and gas leases contain provisions to
allow the owner of the land to use natural gas from a well located
on the leased or unitized acreage, free of cost, for the principal

dwelling on the land. (Jackson v. Farmer, 235 Kan. 732, 1979) The

typical oil and gas lease language provides for “the lessor to have
gas free of charge from any gas well on the leased premises for
stoves and inside lights in the principal dwelling house on said
land by making his own connections with the well, the use of such
gas to be at the lessor’s sole risk and expense.” The phrase “for
stoves and inside lights” has been determined to be for gas used to
heat the home and for cooking. It is not limited in quantity..

such a right under the (e 1 and gas lease 1is a valuable

right. The Kansas Supreme Court in Jackson vs. Farmer, held that
both the royalty and the right to free gas are rentals. We have
said for a number of years that, other than the right to receive
royalty for gas and oil produced from the lessor’s land, the free
gas clause was the few provisions in the lease to favor the lessor.

Many oil and gas lease provisions were written by the lessee, toO

favor the lessee.
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Although I do not have a count on the number of domestic
gas taps under the terms of oil and gas leases, I would estimate
that there are literally hundreds of these wellhead gas taps.

Until the last couple of years, it was common to receive
the house tap provision in a new oil and gas lease without even
having to request it. However, recently lessees have Dbecome
reluctant to include a tap provision in new leases. For several
companies it could be a “deal breaker” on lease negotiations.

As you are also undoubtedly aware, there are also many
easements which grant a right for a gas tap on pipelines crossing
a farmer’s ground. Many of tﬂese taps were granted freely to
obtain an easement. Many of the taps, at the wellhead and on
pipelines, are being used for agricultural and irrigation gas.

Some of the reasons for problems with domestic gas

In the last couple of years, several of the gas companies
have taken steps so they no longer have to provide wellhead
domestic gas. Although%the approaches vary, it is clear that the
gas producers would like to be relieved of providing the house gas.
This is of great concern to the rural domestic gas users.
(Attached to my statement are some samples of these approaches.)

Some of the concerns cited by the companies include: low

gas pressures; salt water in the gas, hydrogen sulfide (a poisonous
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gas) and other factors causing degradation of gas quality; KCC
regulations governing pipeline safety and testing, regulation as a
utility; and concerns about liability.

Some of the rural domestic gas users have been shut off
from their gas supply with 1ittle notice. Some users have been
shut off in cold weather.

Solution and Suggestions

It is true that the right to receive the free domestic
gas is a contract right under the terms of an oil and gas lease.
Yet, some of the actions of the companies attempt or claim to be
subject to statutory or regulatory guidelines. Some of the
solutions could be addressed by the Kansas Legislature.

Vastar Resources, Inc. notified its domestic gas users
in 1997 and 1998 that it would offer to disconnect “yard lines” and
allow the user to connect to a local distribution company (LDC) or
convert the user to propane. Their original approach caused a lot

of concerns for the gas:users.

gince then, Vastar has taken an innovative approach to
address this important issue. Last Fall, Vastar met with the
SWKROA Board of Directors to discuss the issue of house gas. At
this meeting Vastar announced that it had been in negotiations with

Greeley Gas Company for Greeley to provide gas, as a LOE; to the
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domestic tap user. Vastar would pay for the “free house gas” to
meet its obligation under the terms of the lease. As an LDC,
Greeley could also provide irrigation gas and gas for other
dwellings, farm sheds, and other agricultural uses. Yesterday
Vastar advised me that they have successfully concluded their
negotiations with Greeley. Although I have not had an opportunity
to review all of the terms of Vastar’s offer, my initial reaction
is favorable. Unfortunately, Vastar will not be able to make this
offer to all of its domestic tap users because of lack of available
distribution pipeline systems.

The Non Profit Utilities also could provide gas to these
rural users. The NPU’s are creating a distribution system that
will survive the life of the Hugoton Field.

When the gas wells are no longer commercially productive,

the gas wells may have a tremendous value to the rural gas user for

many years to come. Possible regulations should be considered to

offer transfer ownership&of the gas‘well to the owner of the land.
A plugging fund could be established to ensure that the wells would
be properly plugged when they are no longer needed. This would
provide protection to the oil and gas lessee, to the landowner, and
fto the State to make sure that the wells are plugged.

This Committee should carefully study these issues to see
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what relief can be provided for these rural gas users.

Thank you for this opportunity to appear before your

honorable committee.

Respectfully submitted,

W7 A

Erick E. Nordling
Executive Secretary
SOQUTHWEST KANSAS ROYALTY
OWNERS ASSOCIATION

EEN:ckh

C:\WINDOWS\Desktop\My Briefcase\test.domestic gas. 299.wpd
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Vastar Resources, Inc.

CERTIFIED MAIL -

E 15375 Memorial Drive
Houston Texas 77079 RETURN RECEIPT REQUESTED
281 584-6000 Z 424 668 234

February 25, 1998

Mr. and Mrs. John Crump
P.O. Box 284
Lzkin, KS 567860

Re: Yard Lines

Dear Mr. and Mrs. Crump:

Because you are an end-user receiving unprocessed natural gas for use in the principal dwelling from
Vastar Resources, Inc. (“Vastar”) pursuant to that certain Oil and Gas Lease dated May 13, 1931, Vastar
is making an offer to you for an alternative gas supply arrangement. Vastar is contacting you to offer to
disconnect the existing "yard line”, i.e., the customer-owned piping connected to Vastars gathering
system through which you currently receive gas, and to either (1) make a new connection to a local
distribution company (LDC) (provided an LDC connecticn point is located within a reasonable distance to
be determined on a case-by-case basis at the LDC and Vastar's discretion), or (2) subject to the attached
agreement, convert from unprocessed natural gas to propane by the installation of a propane tank on your
property near the principal dwelling, along with the required piping to connect propane to the principle
dwelling. Should you accept one of the two alternatives described above, Vastar will sever, cap and
permanently abandon the existing yard line and will provide a supply of gas or propane (depending upon
whether number 1 or 2 above, is chosen) to be used for the purposes described in the Qil and Gas Lease.

Except for the charges described in the attached agreement, Vastar will pay all of the costs associated
with the conversion, including the cost to make a connection to a LDC or the cost to install the propane
tank, the cost for the supply of fuel for purposes as described in the Qil and Gas Lease, and the cost to

disconnect the existing yard line.

Vastar is making this offer for two reasons. First, Vastar beiieves that either of the two options described
above will result in a more reliable supply of fuel. The fuel supply would be more reliable than a yard line
connection because the interruption of the supply is less likely to be affected by conditions such as well

work-overs or freeze-ups.

Second, the Kansas Corporation Commission (*KCC") has regulations governing the distribution of
natural gas to end users through “yard lines” which regulate the conditions under which you currently
receive natural gas. The subject regulations are found at Kansas Administrative Regulations (K.A.R.) 82-
11-8. The definition of a “yard line" in the KCC regulations is “buried customer-owned piping between the
outlet of the meter and the building wall." This definition includes your yard line. Paragraphs (c) and (d)

from this KCC regulation appear below:
(c) For each residential and commercial customer installation placed in service after May 1,

19889, the operator [Vastar] shall ensure that all yard lines installed comply with the design,
instaliation, testing, maintenance and replacement requirements as specified in this code.

(d) For each residential and commercial customer installation placed in service before May 1,
1989, the operator [Vastar] shall ensure that all yard lines installed comply with the testing,
maintenance and replacement requirements as specified in this code.

HOUSE UTILITIES
DATE: ’2; H "q, "]

ATTACHMENT (0
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As you can ascertain, although you are the owner of the yard line, Vastar is to ensure that the yard line is
designed, installed, tested, maintained and replaced in accordance with the KCC reguirements.
Therefore, should you choose nct to accept the conversion/alternative supply offer explained above,
Vastar will conduct routine maintenance and inspection activities on your yard line as required by the
regulations. You will be responsible for the cost of these activities, and will be billed directly by the third

party contractor who performs the services.

Due to K.A.R. 82-11-8, Vastar cannot provide gas to you through a line that does not meet the minimum

safety standards prescribed. The gas will continue to be provided to you under the current arrangement

provided the yard line is maintained in a safe condition according to the KCC pipeline safety regulations.

All work done on a yard line must be performed by an individual who is in @ Drug and Alcohol Testing
Program meeting the requirements of the Department of Transportation requirements as specified in 49
CFR Parts 199 and 40. KCC has adopted these requirements into the state's pipeline safety program.
Vastar must ensure that only qualified contractors are used. Accordingly, the testing, maintenance, repair
and/or replacement of your yard line, if necessary, shall be done by a third party contractor who meets
these standards. Additionally, the third-party contractor who will be performing the required maintenance
and inspection activities will need access to your yard line connection near the dwelling wall cn a periodic
basis. The:initial phase of implementing these requirements will involve the installation of a sampling
valve near the dwelling wall and, if one is not currently installed, the installation of a service regulator near

the dwelling wall. The contractor will bill you directly for all of the listed services.

The following is a description of each required activity and its associated estimated 1897 cost that will be
implemented should you elect to continue with your yard line connection:

Estimated
Cost

1. Qdorization (The gas provided to the dwelling must be oderized according to the KCC regulations
such that it is readily detectable by a person with a normal sense of smell at a concentration in air

Requirement

of 1/5 of the lower explosive limit (LEL).)
e |[nstallation of sampling valves at/near residence $147.50
(one-time
cost)
e QOdorization supplies/chemicals 580.00 per
year
e 3% of all yard lines will be monitored each month with a differing 3% each Slyear’
month.
2. Leakage Surveys (KCC requires that leakage surveys be performed with a flame ionization
detector (FID).)
$35.00 per

Leakage survey of each yard line within 220 yards of a habitable residence
with a flame ionization detector once every three years
3. Overpressure Protection (KCC requires that the yard line be protected from overpressurization.)

survey

Included in
the $147.50
of #1, above
(one-time
cost)

e Check for adeguate service reguiator at dwelling
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Requirement Estimated
Cost
e Installation of adequate service regulator if necessary $85.00 (one-
time cost)
4. Repairs/Replacement
* Repair of the yard line (e.g., due to leaks when discoverad) At cost of
repair
» Replacement of yard line (If necessary due to pattern of leaks indicating it At cost of
is unsafe to continue operating the yard line.) replacement

" winn depend on the number of remaining yard lines for which Vastar is responsible (i.e., those not
accepting the conversion offer). The estimate for each monitoring event is approximately $80.00.

There may be other costs associated with the operation and maintenance of the yard fines in addition to
those listed above. There are many variables and factors that may contribute to additional costs. For
example, meter calibration, regulator repairs, and resolution of freeze-ups on the yard lines may be
additional cost items. Such services will be charged directly to you, the end user, at a price to reflect
current market conditions in the southwest Kansas area.

As an alternative to the current yard line system and the costs previously described herein, Vastar
requests that you accept one of the two alternatives described on page 1, as applicable, and complete
and return the enclosed Propane Agreement in the enclosed self-addressed, postage-paid envelope to:

Vastar Resources, Inc.
15375 Memorial Drive

Houston, Texas 77079
Attn: Stone Benson

If you have any questions concerning this letter, contact Stone Benson at (281) 584-3460. If you wish to
obtain additional information concerning the Kansas pipeline safety regulations as they pertain to yard
lines in general and the associated responsibilites of operators, contact the Kansas Corporation

Commission, Office of Pipeline Safety at (913) 271-3223.
Sincerely,

Edmund M. Sierra
District Landman - }\-IZ |
Mid-Continent & Rockies &¢

353
Enclosures
ce: R. Flummerfeit ULY
M. R. Scoggins HMB 3224
S. C. Hills HMB 3634



Propane Agreement

This Propane Agreement (“Agreement”) is made and entered into as of this day of
. 1998, by and between John Crump and Mona Crump, husband and wife,

(“Surface Owner”) and Vastar Resources, Inc. (“Vastar™).

WHEREAS, Surface Owner and Vastar claim to be the successors-in-interest to the original
parties under that certain Oil and Gas Lease (“Lease”) dated May 13, 1931, by and between Fred
McCreedy, a widower, and Landowners Oil Association, which Lease was recorded on June 1,
1931, at Book No. 3, Page 339, of the Deed Records of Kearny County, Kansas, covering certain

lands (the “Property”) being described as follows:

All of Section 21, and The North Half (N/2) in Section 28, Township 23 South,
Range 36 West, Kearny County, Kansas, containing 960 acres, more or less.

WHEREAS, the Lease provides in part, “Lessor shall have the privilege at his own risk and
expense of using gas from any gas well on said land for stoves and inside lights in the principal
dwelling located on the leased premises by making his own connections thereto.” (the “Free Gas
Clause”); and K
"WHEREAS, Vastar and Surface Owner are agreeable to substitute performance for the Free Gas
Clause under the terms set forth herein;

NOW THEREFORE. in consideration of the mutual benefit of the parties hereto and other good
and valuable consideration set forth below, Surface Owner and Vastar agree:

1. Waiver of Free Gas Clause. During the term of this Agreement, Surface Owner shall
waive their right to receive gas under the Free Gas Clause or other similar provision or
agreement.

Substitute Performance. In lieu of any and all rights, duties and obligations under the
Free Gas Clause or other similar provision or agreement, Vastar, at its sole cost, risk and
expense, agrees to do, or have qualified contractors do, the following:

a) purchase, install, and/or connect to Surface Owner’s principal dwelling on the
Property described above, a propane tank (“Tank™) with a capacity of Two
hundred Fifty (250) gallons. The Tank shall be installed and/or connected at a
mutually acceptable location near such principal dwelling, if such a location is not

[

already established;

b) at the time of the installation of the Tank, pressure test all existing gas lines to
such principal dwelling and repair any leaks or integrity flaws detected;

c) at the time of the installation of the Tank, purchase and install appropriate burner

tips, if required, to convert existing natural gas appliances to use propane gas; and

d) purchase and deliver propane to the Tank during the term of this Agreement to be
used for the purposes described in the applicable oil and gas lease.

Vastar will not install new gas lines in the principal dwelling. The purchase, proper
installation, maintenance and repair of such gas lines is the responsibility of Surface

Owner.
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Limitation on Use. Surface Owner may use the propane supplied by Vastar solely for
domestic purposes in the principal dwelling on the Property. In the event that the
propane is used for any unauthorized purpose and Surface Owner fails to discontinue and
prevent such unauthorized use within thirty (30) days following notice from Vastar,
Vastar shall have the right to discontinue providing propane until such unauthorized use
is discontinued and prevented. If Vastar discontinues providing propane due to an
unauthorized use, as described herein, Surface Owner waives the right to require, demand
or otherwise claim the right to a gas connection or gas service under the Free Gas clause.

Term and Termination. This Agreement shall be effective upon the date of the
completion of the installation of the propane system and shall continue in full force and
effect for the life of the currently existing and producing leases and any gas well(s)
capable of producing gas in paying quantities located on a currently existing and
producing oil and gas lease included within a unit that includes the Property.

Warranty. Surface Owner (and each of them, if more than one) warrants its title to the
Interest of lessor under the Lease, and its exclusive right to enjoy the benefits under the
Free Gas Clause. If it is determined that Surface Owner is not the owner of the lessor’s
interest, or for any other reason is not entitled to enjoy the benefits under the Free Gas
Clause, then Vastar’s duties herein and under the Free Gas Clause shall terminate and
Vastar shall have no further duty to furnish propane under this Agreement.

Propane Equipment. Title to the Tank and other equipment which utilizes or is used in
connection with the propane provided by Vastar shall vest in Surface Owner immediately
upon installation. All future replacements, additions, repairs, and alterations to the Tank
and other equipment (whether provided by Vastar or otherwise), and the abandonment of
the same, shall be at Surface Owner’s sole cost and risk. Surface Owner shall assume and
bear all costs and risks for the continuing maintenance and repair of the Tank and other
equipment. Vastar shall never be required to deliver propane to a system which, in its
sole opinion, is unsafe.

Indemnity. Surface Owner shall acknowledge any exercise of rights under the Free Gas
Clause is at Surface Owner’s own risk and expense. It is not the intention of this
Agreement to shift the allocation of risk and expense. Accordingly, Surface Owner will
agree to release, indemnify, defend, and hold harmless Vastar and its shareholders,
directors, officers, employees, representatives, and agents from and against any and all
claims, losses, liabilities and damages of every kind and nature and for injury to, or death
of, any person, and for damage to property arising out of or relating to the performance of

this Agreement.

Assignment. Surface Owner shall not assign this Agreement or the rights provided for
herein in whole or in part without the prior written consent of Vastar. Vastar shall have
the right to discontinue supplying propane under this Agreement at any time after Surface

Owner vacates the principal dwelling.

UD



9. Integrated Agreement. This Agreement sets forth the entire agreement of the parties
with respect to the subject matter hereof, and supersedes and replaces all prior terms and
agreements relating to use of free gas.

10.  Laws. This Agreement shall be construed under the laws of the State of Kansas.

In witness whereof the parties have executed this Agreement effective as of the date first set forth
above.
VASTAR RESOURCES, INC. SURFACE OWNER

John Crump
- e (M @4%
Name Edmund M. Sierra
District Landman /*-.%, u
Mid-Continent & Rockies ss@ Date:
Date: 3 %/ 78
SURFACE OWNER
Mona Crump
Date:
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Vastar Resources, Inc.

15375 Memorial Drive
Houston, Texas 77079
713 584-6000

July 17, 1997

Mr. Erick E. Nordling

Southwest Kansas Royalty Owners Association
209 E. Sixth Street

P.O. Box 250

Hugoton, Kansas 67951

Re: Propane Tanks

Dear Mr. Nordling:

Thank you for the correspondence, dated June 19, 1997, related to the above-referenced matter. Vastar
Resources, Inc. ("Vastar”) appreciates the efforts of the Southwest Kansas Royalty Owners Association
(“Association”) to keep Vastar informed of the issues and concerns facing owners of surface and mineral
interests in southwestern Kansas. Hopefully, you can help Vastar allay any concerns regarding
misinformation your members may have received.

As the Association and some of its members may be aware, the Kansas Corporation Commission (“KCC”)
has begun a program to enforce the regulations pertaining to yard lines. Vastar is cooperating with that
enforcement program. The program is, in fact, the catalyst behind Vastar's compliance efforts which
includes our plan to make an offer to end users for converting to propane (which you infer in your June 19,
letter) or, if possible, to secure a connection to a local distribution company. The referenced KCC
regulations govern the distribution of natural gas to end users through “yard lines” and specify the
conditions under which these end users receive natural gas. The definition of a “yard line” in the KCC
regulations is “buried customer-owned piping between the outlet of the meter and the building wall.” An
excerpt from the Kansas Administrative Regulations (K.A.R.) 82-11-8(c) follows:

For each residential and commercial customer installation. . . the operator [Vastar] shall ensure
that all yard lines installed comply with the design, installation, testing, maintenance and
replacement requirements as specified in this code.

As you can ascertain from the above, although your members are the owners of the yard lines, the KCC
requires that Vastar ensure the yard lines are designed, installed, tested, maintained and replaced in
accordance with the KCC requirements. Therefore, Vastar must either implement maintenance and
inspection programs for these yard lines (which may be somewhat burdensome and/or expensive for both
Vastar and owners) or secure an alternative fuel supply arrangement to which these requirements are not

applicable.

Vastar will be offering to disconnect the existing yard line and to either (1) make a new connection to a
local distribution company (LDC) as a alternate supply of natural gas or (2) convert the end user to
propane by the installation of a propane tank along with the required piping to connect the pipeline to the
dwelling. Should the end user accept one of the two alternatives, Vastar will continue to provide a supply
of gas or propane (as applicable) for use in the principal dwelling. Additionally, should the end user accept
one of the two alternatives, implementing the maintenance and inspection program on the yard line would
be unnecessary, and the end user would avoid the associated cost of such activities that would otherwise

be passed on to the them.

HOUSE UTILITIES
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Letter to Mr. Erick E. Nordling
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Due to K.A.R. 82-11-8, Vastar cannot provide gas to an end user through a line that does not meet the
minimum safety standards prescribed. All work done on a yard line must be performed by an individual
who is in a Drug and Alcohol Testing Program meeting the requirements of the Department of
Transportation requirements as specified in 49 CFR Parts 199 and 40. Vastar must ensure that only
qualified contractors are used. Accordingly, the testing, maintenance, repair and/or replacement of all
yard lines, if necessary, shall be done by a third party contractor, who meets these standards. The

contractor will bill each end user directly for all of the necessary services.

Please understand that Vastar's actions are being guided by the KCC's enforcement program pertaining
to yard lines in the state of Kansas and the pipeline safety regulations. Furthermore, to address the
concerns raised in your letter, be assured that, Vastar is not attempting to eliminate the choices that
certain owners may want to consider; instead, it is examining potential alternatives. Second, Vastar is not
attempting to change or avoid its legal or contractual obligations. Vastar, as usual, is attempting to
conduct its operations in compliance with statutory, regulatory and contractual obligations and
requirements.

Because of the burdens and expense of complying with the enforcement program and because Vastar
wants to continue its good working relationship with the surface and mineral owners in southwestern
Kansas, Vastar has been evaluating alternatives which may be allowed under the law. In order to attempt
to understand these alternatives, and the feasibility of each, Vastar has attempted to gather certain
information about providing gas to the owners who are entitled to receive that gas from wells operated by

Vastar.

As part of this effort, Vastar has been in communication with many of the owners who may be affected.
Vastar, however, has not yet finished its evaluation. Thus, a written expianation concerning the efforts
that will be necessary to comply with the enforcement program and the alternatives that Vastar would like
the owners to consider has not yet been transmitted to the owners. A written proposal will be forthcoming
in the very near future and Vastar will submit a generic example of the letter to the Association.

As always, Vastar will continue to work to maintain open lines of communication with the KCC, with the
Association and with owners in southwestern Kansas. If you have additional questions, please do not
hesitate to contact me at (281) 584-3354.

Very truly yours,

Sttsdicctl o Hodtlpy

Michael S. Reddin
Manager, Rockies/Hugoton Area

ce: Mr. Glenn D. Smith
Chief of Natural Gas Operations and Rates
Kansas Corporation Commission
1500 Southwest Arrowhead Road
Topeka, Kansas 66604



Mobil Exploration & Producing U.S. Inc.

2319 NORTH KANSAS
LIBERAL, KANSAS 67905-2173

CERTIFIED MAIL
RETURN RECEIPT REQUESTED

June 23, 1998

ERICK NORDLING
HC 01 -BOX 2AA
HUGOTON, KS 67951

WEBBER #2
SECTION 9-33-37
METER NO.: 26496-0167

Dear Sir or Madam:

Mobil Exploration & Producing U.S. Inc. (“Mobil”) operates the gas well identified above. Our records
indicate this well is connected to your residence by a gas pipeline, which you own and maintain. Mobil
currently provides or has provided free gas to you from this well under the oil and gas lease(s), which cover
the property upon which the well is located.

You may already be aware of the many problems associated with the house gas taps due to the age of the
Hugoton gas field. These include lower pressures, higher hydrogen sulfide (H2S) concentrations and
degradation of gas quality (i.e.; water, debris, etc in the gas stream).

The pressures in the Hugoton field have been reduced significantly over the past 50 plus years and as
reservoir pressures decline, gathering system pressures immediately downstream must be reduced to
maintain deliverability of gas. Accordingly, Mobil has been working diligently to have field compression
installed on the gathering systems that may affect, or already has affected, the availability of house gas to
your residence. viany of these COMPIEssOrs are coming on line now ana as the systems are fine-muned, the
wellhead pressures will continue to drop significantly. With the continued reduction in wellhead pressure,
you may notice an increase in water production as well as dirt and scale being drawn from the wellbore.
The combination of these factors will most likely cause more freeze-off problems in the winter months.

In recent months, Mobil also has seen an increase in H2S levels in the gas produced from many of our
wells. In high concentrations, H2S is toxic and, even in lower concentrations, it can present serious health
and safety risks. H2S may also be corrosive and cause leaks and loss of pressure in gas pipelines. The
potential for health and safety risks is even greater where gas containing H2S is used for fuel sources in
confined spaces, such as gas heaters and home appliances. Therefore, as a preventative measure to protect
your health and safety and the health and safety of other residents on Mobil leases, Mobil has and will
continue to disconnect residential pipelines connected to gas wells where H2S is present in concentrations
at or above ten parts per million (10 ppm).

HOUSE UTILITIES
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Mobil has been requested by several residents to offer a reasonable alternative to the wellhead gas
connections that are now affected by, or may soon encounter, these problems. Therefore, in consideration
for your agreement to relinquish any and all future claims to free gas from the gas well(s) located on the oil
and gas lease(s) covering your property, Mobil will agree to the following:

Pay you a lump sum of Three Thousand Dollars ($3,000.00) to Three Thousand Five Hundred
Dollars ($3,500.00) (with the difference prorated on an annual basis depending on the
conversion date) to cover conversion or utility connection costs and the cost of your propane
through October, and;

Pay an annual amount equivalent to the price of 1000 gallons of liquid propane (LP) on the 1st
working day of October for as long as gas is produced pursuant to the oil and gas lease
containing your free gas clause. The annual payment amount will be determined by Propane
Resources, an independent third party firm in Shawnee Mission, Kansas, using the LP prices
for this area averaged over the previous 12 month period.

This offer is not and should not be construed as an attempt to eliminate or reduce our obligations to you.
We are truly concerned for your safety and comfort. We also are trying to provide you with a reasonable
long-term alternative to satisfy your residential gas needs.

If the well where your tap is located does not currently contain H2S in concentrations at or above 10 parts
per million, you may elect not to convert to another fuel source. Should you choose to remain on the gas
well, you might consider installation of a volume tank, gas filter, auto-ignition pilot lights and possibly
larger service line to facilitate a reasonable quality of service. We urge you to use a qualified contractor
for any modifications to your gas system. As stated in our previous letters to homeowners, your
connection and piping are your responsibility and Mobil will not be available to thaw frozen connections to
your house. Additionally, please be aware that, if and when H2S concentrations reach 10 parts per million,
the tap will have to be disconnected because of safety and health concerns.

This offer is extended to the homeowner only. Should you wish to accept our offer, please sign below and
return this letter to the attention of Dee Ann Head at the letterhead address along with a copy of the
property conveyance to you (Warranty Deed, Probate, etc). If you have already been disconnected due to
high H2S concentrations, we will set you up for annual payments upon receipt of this signed letter
agreement. By executing this letter, you agree to relinquish any and all future claims to free gas from the
gas well(s) located on the oil and gas lease(s) covering your property and any damage claims based on
Mobil’s failure to provide such gas.

If you have questions regarding this or other domestic gas issues, please feel free to contact me at (316)
626-1109.

ACCEPTED THIS DAY Very Truly Yours,
OF , 1998: MOBIL EXPL

Signature /
ark-Haralson

Senior Staff Landman
Printed Name Liberal Region

mah




Mobil Exploration & Producing U.S. Inc.

2319 NORTH KANSAS
LIBERAL, KANSAS 67905-2173

CERTIFIED MAIL
RETURN RECEIPT REQUESTED

IMPORTANT NOTICE
READ IMMEDIATELY

February 13, 1998

Thomas & Patricia Lahey
Rt. 1, Box 82
Moscow, KS 67952

LOWE UNIT - WELL #A1
SECTION 25-31S-35W
STEVENS COUNTY, KANSAS
METER NO.: 25642-0118

Dear Mr. & Mrs. Lahey:

Mobil Exploration & Producing U.S. Inc. (“Mobil™) operates the gas well identified above. The
well is connected to your residence by a gas pipeline, which you own and maintain. Mobil
provides free gas to you from this well under the oil and gas lease(s) which cover the property

upon which the well is located.

In recent tests, Mobil discovered hydrogen sulfide {(H2S) in the gas produced from this
well. In high concentrations, H2S may be toxic and may present serious health and
safety risks. H2S may be corrosive and may cause leaks and loss of pressure in gas
pipelines. Enclosed is a Material Safety Data Bulletin, which explains the health and

safety risks associated with Hz2S.

The potential for health and safety risks may exist where gas which contains high concentrations
of H2S is used for fuel sources in confined spaces, such as gas heaters and home appliances.
Therefore, as a preventative measure to protect your health and safety and the health and safety
of other residents on Mobil leases, Mobil will disconnect residential pipelines connected to gas

wells where Hz2S is present.

The gas pipeline to your residence will be disconnected on February 27, 1998. You
should make arrangements IMMEDIATELY to convert your residence to another fuel
source, if one is not already available. The pipeline will be disconnected at the wellhead
and will not be disturbed in any other way. There is evidence that Hz2S is present now or will
be present in the near future in the other gas wells on the Unit. For this reason, connections to

other gas wells on the Unit are not available.

HOUSE UTILITIES
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Attached to this letter is a list of local gas distribution companies and LP distributors in the area
who may be able to assist you in the conversion. This list is provided to you as a courtesy only,
without any representation or warranty as to the quality of their work. If any part of the existing
pipeline will be used in the conversion, you should arrange to have the pipeline pressure
tested first, to insure that it is safe and does not leak.

To compensate you for any damages which may resuit from the disconnection and to help defray
the cost of conversion, Mobil will make a one time payment of $3,500.00. Enclosed is Mobil's
draft to you in that amount. To accept this offer and receive the settlement payment, you must
sign the draft and present it to your bank’s collection department.

By accepting this settlement payment you acknowledge that you are the owner of the property
described above and relinquish any and all future claims to free gas from the gas well described
above, or any other well currently located on the oil and gas lease(s) cavering the property
described above. Endorsement of the draft constitutes a full, final and complete release,
settlement and satisfaction of any and all claims, causes of action, damages or losses relating to
disconnection of your pipeline to the gas well described above.

If you have questions, please feel free to contact me at (316-626-1109).

Very Truly Yours,
MOBIL EXPLORATION & PRODUCING

4

Mark Haralson
Senior Staff Landman
Liberal Region

MAH:dah

M980009.doc



The following names are furnished to you as a courtesy only. Mobil is not
responsible for the actions of these companies. You are encouraged to contact
any other companies you wish or investigate other fuel options that may be

available to you.

LOCAL GAS DISTRIBUTION COMPANIES:

Greeley Gas Company
218 S. Main St.
Ulysses, KS

(316) 356-3201

Peoples Natural Gas
Don Bowlbe

Garden City, KS
(316) 275-1183

AREA PROPANE COMPANIES
The following companies have indicated that they can perform all necessary

functions to convert your home from natural gas to propane.

Southwest Gas Equipment Company
P. 0. Box 335

Liberal, KS 67905

(316) 624-3877

Bultman LP Gas Delivery
P. O. Drawer T

Elkhart, KS 67950

(316) 697-2178

Nusser Qil Company, Inc.
P. O. Box 670

Elkhart, KS 67950

(800) 232-2294

(316) 697-4624



ANADARKO PETROLEUM CORPORATION
1701 NORTH KANSAS AVE. - P.O.BOX 351 o

PHONE 316 - 824 - 8253 o LIBERAL, KANSAS 67905 - 0351

Date 3~/2- 1998 Nﬂdﬂl‘bﬁ

HAND DELIVERED

George Burrows
Box 787
Hugoton, KS 67951

Re: Isom 1-34

Dear Farm Tap User:

Our records indicate you take gas from a domestic tap located on a well operated by
Anadarko Petroleum Corporation (“Anadarko”) pursuant to an oil and gas lease covering
the property on which you reside. The lease generally provides for free domestic gas for
heating and lighting the principal dwelling house on the lease premises.

The tap from which you take domestic gas is located on a Hugoton Field gas well. As
vou probably know, the reservoir pressure in the Hugoton Field has declined and will
continue to decline over time as production is withdrawn. The declining reservoir
pressure has necessitated the installation of compression by operators, pipelines, and gas
gathering companies in order to maintain production and the instailation of that
compression has impaired and in some cases has even precluded some peoples’ ability to

take gas from domestic taps.

While your ability to take gas may not now be affected, as pressures continue to decline,
vour ability to take gas in the future will probably be affected and ar some point your
ability to take gas could cease entirely. In order for you to have a reliable supply of

energy. Anadarko believes you should convert from natural gas to some alternate energy
source. To assist you in that conversion, Anadarko is prepared to do the following.

Anadarko will provide for the installation and maintenance of a propane tank
near your residence at no cost to vou. You will not be the owner of the tank.

Anadarko will provide for the conversion of your stoves and furnaces to
operate on propane and provide and install a new 40-gallon propane hot water
heater at no cost to you. The conversion of any other appliance will be at your

cXpense.

HOUSE UTILITIES
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Domestic Tap
Page 2

* Anadarke will provide for the delivery of up to 1,000 gallons of propane per
12-month period, which would run form July I of one year to June 30 of the
year following, at no cost to you. From now through June 30, 1998, Anadarko
will provide up to 200 gallons of propane at no cost to You. Any propane you
require over and above 1,000 gallons per 12-month period, and aver the 200
gallons provided through June 30, 1998, will be at your expense. You will be
responsible for arranging with a supplier of propane for the delivery and

payment of any such excess propane.

Anadarko will provide for the installation of any necessary piping between the
propane tank and your stoves, hot water heaters and furnaces at no cost to you.

Piping to any other appliances will be at vour expense.

Anadarko anticipates providing these services for as long as Anadarko operates a
producing gas well on the existing oil and gas lease covering the property on which you
reside; provided, however, nothing in this letter obligates Anadarko to continue operating

any wells.

In exchange for the services outlined above, you agree to forego vour right to take natural
gas from any well on the lands covered by the lease for so long as Anadarko provides or
is willing to provide these services. The provision of these services will be in lieu of your
taking free gas. You agree to allow Anadarko or Anadarko’s representative access to
your property so that the tank can be installed, maintained and repaired. conversion of
your appliances can occur, and deliveries of propane can be made to vou. You agree to
use the propane only for domestic purposes consistent with the lease and agree to
preclude others from making connection with or use of your supply of propane.

Thus offer will be good for thirty (30) days from the date of this letter. While Anadarko is
not obligated under the lease to make vou this offer. we believe that this arrangement
would provide you with a safe and reliable supply of energy for vour domestic uses. If
you decide to accept our offer, please sign this letter in the space below and return this
letter to us. We will then contact you to coordinate delivery of the tank and propane and
conversion of your appliances. In the meantime, if you have anv guestions about our
offer, please contact me at 316-629-4511 or Bob Tillman at 316-629-4334.

Very truly vours,

T Wb B

Marvin B. Johnson
Division Operations Advisor

/VS

Date:

Name:
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Vastar Resources, Inc.

15375 Memorial Orive
Hauston Texas 77079
281 534-6000

February 10, 1999

M. Ecick E. Nordling

Executive Secretary

Southwest Kansas Royalty Owners Association
P. 0. Box 250

Hugoton, Kansas 67951

Dear Erick:

I received your letter of December 3, 1998 inquiring about our negotiations with

Greeley Gas Company. I apologize for not getting back to you earlier, but I wanted to
be able to give you a definitive answer to your question. Please be advised that we
have concluded negotiations and have reached final agreement with Greeley to extend
distribution service to “farm tap” residential customers and irrigation/industrial
customers currently served; by Vastar’s gathering system in Grant and Stanton
Counties, Kansas (not including the Lakin Area). I believe this will be of great
benefit to those parties seeking a reliable and long term supply of gas.

Please find enclosed a copy of a letter which we will be sending to end users receiving
“free gas” for the principal dwelling, who would be served by the Greeley distribution
system, revising our previous offer to convert them to propane. We would like to
have these new offer letters accepted as soon as possible so that we can move the
project forward. Any assistance you can provide in that regard would be appreciated.

Sincerely,
Edmund M. Sierra

Land Manager
Mid-Continent & Rockies

enclosure

cc: Patrick Miller
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Vastar Resources, Inc.

15375 Memorial Drive
Mousgton Toxas 77079
i

281 584-8000

Wm

February 9, 1999

Re: Yard Lines
Dear Sir or Madam:
Tn 1998, you received a letter from Vastar Resources, Inc. (“Vastar”) wherein Vastar
offered to disconnect your existing yard line for your connection to an alternative gas
supply arrangement.
As you are aware, there are continuing concems about declining system pressures,
inconsistent gas quality and reduced gas flows in connection with the terms of the lease
relating to free gas for the principal dwelling. Vastar has investigated alternative gas
and has identified Greeley Gas Company (“Greeley™), a local distribution
adquartered in Denver but with local offices in Southwest Kansas,
e. and regulated supplier of natural gas. Greeley represents a
and Vastar have entered into
gin admimistration of gas
gas in Vastar's area of

supplies
company ("LDC”) he
as a long term, reliabl
good long-term solution to reliable gas supplies. Greeley
a contractual agreement so that Greeley can immediately be
deliveries, and within a short time, be the sole deliverer of
operations in Grant and Stantqn Counties. To facilitate the installation of the necessary
piping Vastar has paid Greeley a substantial amount of money to offset pipe costs.
However, without the cooperation most of the individual land owners by granting
Greeley free easements across their lands, Gr
system may be unacceptable; and Greeley may not
Without a distribution system, there will be no reliable gas supp
area of operations.
Vastar now modifies the previous offer by the following changes:
1. This offer dated February 8, 1999, (“Offer”), remains open until May 1, 1999.
2. If you elect to disconnect Vastar from your existing yard line, Vastar will make
arrangements to start supplying you with gas in accordance with the lease from
the LDC. Vastar will pay Greeley for the house gas to the principal dwelling.

eeley’s economics to build the distribution
build the distribution system.
lies throughout Vastar’s

I\-<
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3. You agree to execute a mutually agreeable contract for LDC gas. If you and
Vastar canmot agree on a|contract, before July 1, 1999 or a mutually agreed upon
date, then this Offer terminates and neither you nor Vastar have any obligations
pursuant to this offer. Vastar will continue to honor the terms of the lease.
|
As you are aware, the terms !If the lease only require the lessee, now Vastar, to allow
you the privilege of connecting your principal dwelling to the well located on the lease.
If you have other structures, : d you opt for the LDC, a separate meter will be installed
at your cost for deliveries to pther than the principal dwelling. You will be billed for
any gas not used for your pringipal dwelling.
i
If you do not choose to com"’:ect to the LDC, Vastar will no longer supply gas for
any purpose other than gas P‘or your principal dwelling after May 1, 1999.

Please give me a call should fg'ou have any questions. I can be contacted at (281) 584-
3707. p

Yours very truly,

!
;
Patrick S. Miller P
Senior Landman i

|
AGREED TO AND ACCEPTED THIS DAY OF , 1999 .

l\
|
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PRINT NAME: TE
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Vastar Resources, Inc.

15375 Memcrial Drive
Housten Texas 77079
281 584-6600

February 10, 1999

Mr. Erick E. Nordling
Kramer, Nordling & Nordling
Attorneys-At-Law

209 E. Sixth

Hugoton, Kansas 67951

RE: Ms. Mildred Clark

Dear Erick:

I received your letter of January 25, 1999 inquiring about our communications with
Ms. Mildred Clark. By separate letter to you of same date I have advised that we have
negotiated an agreement with Greeley Gas Company to extend distribution service to
“farm tap” residential customers and irrigation/industrial customers currently served
by Vastar’s gathering systent in Grant and Stanton Countics, Kansas. Unfortunately,
this arrangement will not inclide the Lakin Area where Ms. Clark resides. Therefore,
our only option at this time: would be to convert Ms. Clark to propane under our

previous offer.

At the SWKROA Board meeting we advised to “hold off” on our previous offers to
convert to propane pending our negotiations with Greeley. However, we also advised
that we would have to continue with the yard line inspection process mandated by
KCC regulations, and requested your assistance in advising your members to allow
access to conduct these inspections. Although I did not receive the attachment
referenced in your letter, I retrieved a copy of what had been sent to Ms. Clark on
November 30, 1998 by Pat Miller. It is my understanding that this letter was sent to
those parties who were refusing access to allow us to conduct the yard line
inspections. The costs of the inspection are the responsibility of the owner of the yard
line; however, Vastar has been paying these costs for those parties who have accepted
our offer to convert to propane, and this would epply to Ms. Clark, provided she

accepts our previous offer to convert to propane.

I hope this answers your questions with regard to Ms. Clark. Please do not hesitate to
contact me or Pat Miller of this office should you have any further questions.

Sincerely,

St A Ao

Edmund M. Sierra
Land Manager
Mid-Continent & Rockies

cc: Patrick Miller

-tk
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February 9, 1999

Represeotative Carl Holmes
Chairman of the House Utilities Committee
Topeka, Kansas

Dear Representative Holmes,

During the sammer of 1998 Anadarko Gas Compsny informed us of their intent to
discontinue furaishing natural gas to us for domestic use. Our lease, which was
agreed to during the 1940°s, states that gas would be furnished for domestic use at
no fee as jong as natural gas was available. When Anadarke approached us with a
new lease last summer they stated their research concluded that 1000 gal. of butane
wouid be sufficient to heat our homes for oue year and that is what they would
provide us. At the time we questioned the certainty of 1000 gal. being enough per
year and Anadarko assured us it would be.

From October until now we have used all the butane Anadarko felt we would need
and we have the rest of this winter and next fall to go. In other words 1000 gal is far
from what we will need per year. We only use the fuel for our home and {for no
other purpose. Ours is an older home, very modest and we do not waste fuel.

We signed the contract presented to us because Anadarko informed us the 1000 gal
would be more than enough to accommodate our needs. We were also informed we
wouid be taking the risk of running out of gas. In our opinion we did not have much
time to consider any other siternative or if Avadarko’s figures were appropriate. It
seemed to us that if we did not sign their contract we would be without fuel.

It seems since we paid the price in order to purchase royaities with this land we
should be considered in the decision making regarding what Ansdarko plans to do.
It seems as if we just have to accept whatever they decide,

We are in the Hugoton Gas Field. We would appreciste any efforts to help us come
to a more suitable agreement with Anadarko.

Respectfully,
m WL e
ST TIIZN

ynard and Faith Ullom
Box 937
Elkbart, KS 67950

HOUSE UTILITIES

pate: 2-[1-99

ATTACHMENT l ‘Z/



02/10/99 03:13 FAX 1 316 6907 2717 MCCC @oo-

To Senator Steve Morris - Fax No. 785-368-4119

Attention: Representative Carl Holmes

Chairman House Utilities
From: Floyd O. Coen, Elkhart, KS 67950
Date; February 10, 1999
Subject: Hearing on rural domestic gas availability in the Hugoton
Field.

Dear Representative Holmes, "Carl";

I just noticed today that you were having a hearing on the use of gas
from the Hugoton Gas Field. I'm hoping this note can help you
understand our perspective on this issue.

Our parents homesteaded on this land in 1908 & 1912, it wasn't until
after World War I that they were able to lease it for gas production.
Some years it would be 50 cents, other years $1.00 per acre. In the 30's
during the Dust Bowl years, they let many of these leases lapse. Soon
after World War 11, they started leasing again, and actually started
drilling and producing gas. All of these leases were worded about the
same, that was that the gas companies would drill and market our gas
and that they would retain 7/8 and return to the land owner 1/8 of the
money received. In addition the principal dwelling would be entitled to
Gas for heating and gas at no cost to the land owner. Our first well was
drilled in 1960, and this agreement worked fine until last spring. There
are now five wells on this section, and they are producing from four.

In March of 1998 we were all told that they would soon be sucking the
gas out of the wells, which would suck gas away from our farm taps,
leaving us with no gas to heat our homes.

Their proposal was to put a propane tank in our yards, convert our
stoves and pay for 1000 gallons of propane per year. I did not think that
this was fair and I contacted my Attormey to gather information, but
since my neighbors had signed the agreements in March, we decided that

HOUSE UTILITIES
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well and sucked all the gas from our farm tap, and sent it on down the
line, This left us without any gas. When | was able to get in contact with
them, their answer to me was "you didn't sign the agreement". I
assured them that it had been signed and mailed June 18th. They then

agreement. They then put in the Propane on Qct. 12, 1998 ang hauled
the portable Compressor back to Elkhart,

As of this date we have used about 1000 gallons of bropane. We shut off
the heating vents to about 1/3 of our home as well a5 al) heating vents to
the basement. Some of our neighbors have already used 2000 gallons,
and the man that delivers the gas told me this week that one of hjs
customers had used 3000 gallons.

I would hope that there could be Some way to make Anadarko
Corporation realize that they owe the mineral owners at least as much
propane to that the principal dwelling as they agreed to in the original
leases.

Thank You,
Floyd O, Coen

PS: Carl Tucker told me to sign his name to this letter as this is also his
general feelings. FOC

\d-2



wnuary 9, 1999

Dear Committee Members;

Thank you for taking the time to listen to my story concerning the domestic gas situation on my
property.

Enclosed are copies of the oil and gas lease on this property (pages 3-4). Please reference the last
sentence of Paragraph 4 of this document which reads, “Lessor shall have the privilege at his own
risk and expense of using gas from any gas well on said land for the stoves and inside lights in the
principle dwelling located on the leased premises by making his own connection thereto.”

On this legal description, there are two lessor’s, with an undivided half interest each. Each of the
lessor’s have a principal dwelling on these premises.

In their June 23, 1998 letter (pages 5-6), Mobil Exploration & Producing U.S. Inc., Mobil implied
that there may be a problem with H2S, offered to pay me $3,000 to $3,500 to cover conversion
costs from natural gas to propane and pay an annual amount equal to 1,000 gallons of liquid
propane. They even enclosed a check for me to deposit as long as 1 signed the agreement. At this
time I contacted an attorney for his advice.

Although there are two lessor’s on this property, myself and my daughter, I am the only one
Mobil has been talking to at this point.

I have been told that H2S contamination was not prevalent in the Hugoton Field and that it was
possibly caused by some act on the part of the lessor. It is my understanding that H2S can be
very dangerous. I know that H2S contamination can be cured. Mobil will not stop producing,
they will only clean the contamination out before passing the gas on to other consumers. I should
be given the same consideration. This well has a H2S level of between 12-14 PPM (parts per
million). There is also an in fill well on this property which has H2S levels well below the 10
PPM referred to in Mobil’s letter, however there is no assurance that the in fill well levels will not
increase.

As indicated on the enclosed copy of my attorney’s bill (pages 7-8), there have been numerous
contacts and follow ups on this situation.

In August, Mobil faxed my attorney an “Acknowledgment of Letter of Agreement” (pages 9-13)
which among other things would have me give up my rights to free gas even if Mobil were to find
another source of gas under this land.

On December 30, 1998, I had a meeting with John Croom, Mobil representative, my attorney and
a couple of local contractors. The contractors were included to verify that both of the principle
dwellings on this property have the gas furnace and the gas water heater located in the basement.
They also informed Mobil that it was against code (page 14) to install liquid propane to appliances
located in the basement of a dwelling. Because of this, cost of conversion to propane would be

HOUSE UTILITIES
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bstantial. Conversion to all electric and the possibility of connecting to Greeley Gas were also
scussed with no decisions being made because of lack of costs.

At this time I have signed nothing and am still working through my attorney with Mobil. My
feeling is that Mobil has a responsibility to provide a good quality heating source for as long as
the lease is in effect. 1 do not believe that their offers to date have been sufficient to cover the
cost of conversion and future needs.

I am an 80 year old widow who cannot afford a large cost just to keep my home heated and my
appliances running. I feel like I am being pushed by Mobil to settle this issue. At the very least 1
am accumulating a substantial lawyer fee just because I do not want to be forced to do something
that may cost me more in the long run.

If the committee has any questions, I would be happy to try and answer them. Again, thank you
for your attention to this matter.

Respectfully Submitted,

(\;Lzz/c(,ﬁ@z M o

Lucille Schartz
2238 N Stubbs Road
Ulysses, KS 67880
(316)356-2535
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OIL AND GAS LEASEL.

FROM STATE OF KANSAS, COUNTY OF GRANT, ea.
. This instrument was filed for record on the ____Q _ ey e alggeaf
T s B Bascos s i . w’@,_., 10,00 ce—clock AL M
e B IT and duly recorded in Book 1. wmPage . 109 _ of the records of this office.
° . Jro. Carter Jr.
o County Clerk—Register of Dceds.
By.. — .
i i PREREU Deputy.
Tliis ADLepmtent, moered into this o 39tH ‘ doy of__ AUZUET b
between . _Andrew S, Ackerman and lellie Ackerman,. hls wife .
_ of Larned, Kansas
hereinafter called Léisor;
and Panhandle Eastern Pine Line Somvany, o _corn. : hereinalter called lessee, does witnoss:
1. That lessor, for and in consideration of the sum of..___ QNif———-—oee___ S e s s e ——— DOLLARS (5._1.07 3

in hand paid, and of the covenants and ngreements hereinalter contained to be performed by Lhe lessee, hos this day grunted and leased and hercby grants, leases and lots
voto the lessee for the purpose of mining nnd operating for and producing oil and gas, ensinghend gas, and casinghead gasoline, laying pipe lines, building tanks, etoring
oil, building powers, stations, telephone lines and other structures thereoL to produce, save, take core of and manufscture all of such substances, and for bousing and

boarding employees, the following described tract of land in Grant _County, Kangas , to-wit:

Southwest Quarter (SWi)
—_— SWJ!WKMMS&&ML
I —
; ihe pithin e be 0 M endeompiste oaoy oty

(O y ¢y i
MY OHIc8 i1 BN maliamns PUGS oliiain

in Bection 14 Township.2Z _Snuth Range. 371514 and containing _._16.0,,,,_ ——-- ACres, more or less,
of ten (10) yeers from and after February 23, 16047
2. This Jease shall remain in force for o term MR J,/' end oa long thereafter as oil, goa, casinghead £a4, casinghend gesoline, or

any of them is produced.

3. The lessee shall deliver to the credit of the Jessor as royally, free of cost, in lhe pipe line Lo which lessee may connect its wells the equal ona-cighth part of all oil
produced and saved from the lcased premises, or at the lessee's option may pay Lo the lessor for such one-eighth royalty the market price for oil of like grade and gravily
prevailing on the day such ail is run into the pipe line, or into atoroge tanks. i

4. The lesree shall monthly pay lessor as royalty on gas marketed from each well where gns only is found, one-eighth (%) of the proceeds if mold at
the well, or if marketed by lessce off the leased premises, then une-eighth (%) of its market value at the well. The lessee shall pay the lessor: (=) one-
eighth (%) of the proceeds received by the lessee from the sale of casingliend gns, producad from any oil wall; (L) one-cighth {%) of the value, at the
mouth of the well, computed at the prevailing market price, of the casinghend gas, produced from auy oil well and used by lessee off the leased premises
{for any purpose or used on Lhe leased premises by the lessee for purposes other than the development and operation thereof. Lessor shall have the
privilege at his own risk and expense of using gas from any gas well on said land for stoves and inside lights in the principal dwelling located on the
leased premises by making his own connections thereto.

Where gas from & well or wells, capable of producing gas only, is not sold or used for a period of one year, leasce shall pay or tender as royalty, o amount equal
to the delay rental as provided in paragraph (5) hercof, payable annually st the end of each year during which such gas is pot sold or used, and while said royalty is so
paid or tendered this lense shall be held as a producing property under paragraph numbered two hereof.

5. If operations for the drilling of & well for oil or €as co gaid land or for gas, on & consolidated lensehold estate of which this land is a part thereo!, 15 contem-

plated in paragraph 9, are not commenced on or before . Februnry 23 1907 this lease sball terminate as to both parties unless the lessce
thall on or before that date, pey or tender to the lessor, or to the lessor's credit in the Eirst Hatlonal Bank
at.__Larned, Kanses , or its which bank and its successars are the lessor's agent and shall continue as the depository of any

- and all sums payable under this lease, regardless of changes of ownership in said land or in the oil and £as, or in the rentals to accrus thercunder, the sum of

T .
Elgioty & no/10 - - - - - - - - - - — - - - . - Dollars ($ 89,90 ) which shall opcrate as rental and cover the
privilege of deferring the commencement of drilling operations for a period of one year, In like manner and upon like payments or tenders, the commencement of drill-
ing operations may be further deferred for like periods successively. All payments or tenders may be made by check or draft of lessee or any assigoee thereof, mailed or
delivered on or before the rental paying date. Notwithstanding the denth of the lessor, or his successor in iolereat, the payment or tender of rentals in the manner pro-
vided above shall be biuding on Lhe heirs, devisces, exccutors and administrators of such person.

. If at any time prior Lo Lhe discovery of oil or gas on thiy land and during the term of this lease, the lesses shall drill o dry hole, or holes, on this land, this lcase
shall net terminate, provided operationa for the drilling of a well shall be commenced by the next ensuing rental paying date, or provided the lessee begins or resumes
the paymeanl of rentals in the manner and amount berein above provided; and in this event the precediog paragraphs hereof governing the payment of rentals and the
manner and effect thereof shall continue in force. .

7. In case said lessor owns a leas interest in the above dexcribed land then the entire and undivided fee simple estate therein, then the royalties and rentals herein
provided for shall be paid the said lessor only in the proportion which his intercst bears to Lhe whole and undivided fee,

8. The lessee shall have the right to use free of cost, gas, oil and water found on said lund for ils operations thereon, except water from the wells of the lessor.
When required by lessor, the lessce shall bury pipe lincs below plow depth and shall pay for damage caused by ils operations to Rrowing eraps on mid Inod. No well
chall be drilled nearer thau 200 feet b tie Louse or barn now on =aid premises withovt written consent of the lessor. Lessce shall bave the right st any time during or
after the expiration of Liis lease to remove all machinery, fixtures, bouses, buildings and other structures placed on said premises, including the right to draw and remove
all easing. 5
9. As ta the gns lensehold estate herchy granted (excluding cesinghead gos produced from oil wells), lessce is expressly granted the right and privilege to con-
solidale maid gas leaschold with any other adjacent or contiguous gas leaschold eatules Lo form a consalidated gns Icasehold estate which shall not exceed a total ares

on gas (excluding cnsinghend gas produced from oil wells), produced and marketed from the consolidated estate, including all royalties payable hereunder, shall be
proraled and paid Lo the lessars of the various Lracts included in Lhe consolidated estate in the same proportion that the nercage of each said lessor bears to the total
acreage of the consolidated estate, and producing gas well on any portion of the consolidated cstate shall operate to continue the oil and gas leaschold estats hereby
granted 8o long ns gas is produced therefrom., Sk

10. I the ratate of either party herelo is mssigued (end the privilege of nssigning in whale or in part is expressly allowed), the covenants hercof shall extend to the
beirs, exccutors, administrators, succcasors and nssigng, hut oo change of awnership in the lund or in the rentals or royaltics shall be binding on the lessce until after
Botice Lo the lessco and it has been furnished with the written transfer or amignment or a certificd copy Lhereof.

1L If the lensed premiscs shall hereafter be owned in severally or in scparnte tracts, the premises, nevertheless, ehinll be developed and operated as ane lease
and all royultivs waerting berewder whull be treated s an eolireey and riail he divided among aod prid tn surh acparate owners in the proporlion that the acrenge owned
by ench such ecparate owner bears ta the entire lensed aerenge. There shnll be no oliligntion on the part of the lessee to offsct wells tn eeparate tracte into which the
laod covered by thin Iense mny be hereafter divided by male, devise, or otherwise, or Lo furnish separule measiring or receiving tanks. It is hercby agreed Lhal, in the
event this lensa shall be assigned as to o part or aa Lo pacts of tha ahove described Inads, and the holder or owner of any such part or parts shall fuil or make default in
the payment of the proy nanle part of the rent due fram him or them, such defuult shall not operate tu defeat or affeet this leaso in so far an it eovers part or
parta of eniil lanil upnn which the snid Irssec ar any nsignee hereof ahall mnke tue paymuent of anid rentuls. If at any time Lhere e ag many ns four partics enlitled Lo
rentals or royalties, lesace may withhold raymenta thereof unleas and until all parties designate, in writing. in n recordable instrument to bo filed with the lesice, a
cammon sgent (o receive all payments die hereundor, and Lo execute division anid transfer urclers an belindf of raid partics, and Lheir respective eucecssors fn Litle.

12 Tesur herchy weareanta and aerees ta defend the title to the Lind herein deseribed anid agrees that (e lrgacr, nt option, may pay snd discharge sy tnxes,
mortgaees, or ather lirna existing, i viell, or nesesared on or against the abave deserilied Tnndy anul, in event it etcreises auch option, it shall be rubrogated 1o the rights of
any habier o holders thereof and sy reimbeirs: itel Ly ag 1lying to the discharge of any ruch murigage, tax or otlier liras, any royallies or reatals accruing hereunder,

|
|
l
j
i
|
i
|
|



I4. Notwithstanding anything in this lease coninined to the contrary, it in expressly agreed that if lersce ahall commenre drilling operations at any time while
this lensy s i force, this lense aliall roemain in force and itn terma shall continue 80 lung us cuch operations are brosecuted and, il production resulla therelrom, then
ar ‘roduction continucs,

withia the primary term of ¢ 1 ’ PG, oo e consolidated uny icascliold estate, siall ccase to be productive, this
I it lerminale, provided operations for the drilling of a well on the leased Premises, or on the consolidated gus leaschold estate, elinll bhe commenced belors or on
the “isuing rentul pryment dule; or, provided lessee lieging or resumiey the payment of rentals in the n er and ninount hiercinbefore provided. ]t iy ngreed, how-
of o well producing or capabile of producing gus, upon the property hereinnbove deseribed, or the inclusion of such droperty in a ennsolidation
unit praducing or eapable of producing pas ay rrovided by paragraph number 9 hereol, shall constitute full and complele development with respect 1o the £na lense-
hold estate hereby granted. M, upon, or after (e expiration of (he primary tenn of this lease, the well or wells on the Jeased premises, or an the consolidated gas
leasehold rstate, ehall | inc:\pnl:(c 9l producing, this leuse shall not terminate provided lessee resuney operations for drilling n well n the leased premises or on the
consoliduted gaa leasehnld celile within one hundred Lwenty (120) davs from fuch censution, and this lease shnll remain in force during the prosecution of such
operalious nod, if produclion results therefrom, then ng long as production continucs,

16. It is contempinted and agreed by both lessor and lessee that this lease shall at all times and in all respects be subject to valid orders, rules and
regulntions of any duly constituted authority having jurisdiction of the subject matter herecof,

16. This lease and all jig terms, conditions and etipulations ghall extend to and be binding on all the heirs, grantees, administrators or ansigus of said leasor or lemce,
|
—_—— e

IN WITNESS WHEREQF, we sign the doy and year first above written,

Witness: e Andrew

e ] —_— i o AT e_Ack:irman ————

ACKNOWLEDGMENT FOR INDIVIDUAL (Oklahoma and Kansas)

STATE OF __ Kanaag .. COUNTY os_iﬂ"“_m,___‘ﬁ B

Belore me, the undnni:!l!:hvm’mﬂ #ﬂ‘.ﬂ?@'ﬂ‘.& County and Slate, on this ,iQ_th ,,,,,,,,,, -
e N
——— 850 vaoe oloigied 0 0 § 00 o8 Aiddriw o1 ———wmd_Nellie Ackeran, bie wife .

i bebroats :
Lo me personally known mmmae:;:s;rg:withiu and foregoing instrument and acknowledged to me that _;,Eh.g.!..‘_.“, executed the
aame uJﬂ.ElI“__‘_j}u‘m voluntary adt and deed for Lh:‘us:a and purposes therein set forth.

IN WITNESS WHEREOF, I have hereunto set my hand and official eenl the day and year Jast above written,
My commission erpiru—'llule_l_.__l_?&-L____ ( SEAL) e e Jﬁ: Taler P

. Notary Public.
————

ACKNOWLEDGMENT FOR INDIVIDUAL (Oklahoma and Kansan)

—_—

STATE OF. —-— COUNTY OF.

—_— =

e L A

Before me, the undersigned, a Notary Public within and for mid County and Btate, on this__

Wy peraonelly appeued—______‘_.__———___,_‘__——*______g“———_____———_'__

____——‘_____________.‘,_,md—_.___,,________‘_________.__.____
B S S e
to me personelly known to be the identical Person_ who executed the within and foregoing instrument and acknowledged to me that

~————execuled the

me Ay freeand voluntary mct and deed for the uses and purposes therein set forth,
IK WITNESS WHEREOQF, I have hereunto oet my hand and officinl seal the day and year last soove wrillen,

ACKNOWLEDGMENT FOR CORPORATION (Oklahoma and Kansas)

STATE OF____ __ _ —e—e———y COUNTY OF____ » BY.

Before me, the undersigned, a Notary Public, within and for gaid Courty and State, on thln..___,__.__.._..g_.dly ol

19___., personally appeared__

President and acknowledged to me that.. he executed the same ash____ free and voluntary act and deed, and as the free and voluntary act and deed of
such corporation, for the uses:and purposes therein 3et forth.

IN TESTIMONY WHEREOF, 1 have bereunto set my hand and official seal the day and year last above written,

My commission “pm-___—_—_i— - }{uur;ql"ub]ic.

NOTE: When signalure by mark in Kansas, said mark to be wilnessed by at least one person and nlsp acknowledged.
For acknowledgment. by mark, use regulnr Kansas acknowledgment.

ACKNOWLEDGMENT FOR INDIVIDUAL (Oklahoma and Kangas)

STATE [ A ——=—y COUNTY OF___

Before me, the undersigned, & Notary Public, within and for said County and Stale, on thil,,.__,.__ﬁ,._....._._.dw of
and

—_—

-—

lo me permonally known to be (he identical person _. who executed the within and foregeing idstrument and acknowledged o me llmt._;_....__g__necui-cd the

19, personally appeared.._____

mmemd.___ _.free and voluntary nct and deed for the uses and purposes therein ect forth,
IN WITNESS WIHEREQF, I have bereunto set my band and official scal vn the day and year last above writlea.

My commission expires s o e

T ‘Nolary Fublic




Mobil Exploration & Producing U.S. Inc. p.0. 80X 2173

2319 NORTH KANSAS
LIBERAL, KANSAS 67905-2173

CERTIFIED MAIL
RETURN RECEIPT REQUESTED

June 23, 1998

LUCILLE SCHARTZ
2238 N. STUBBS RD.
ULYSSES, KS 67880

PATTERSON,C.F. #1
SECTION 14-28-37
METER NO.: 25778-0001

Dear Sir or Madam:

Mobil Exploration & Producing U.S. Inc. (“Mobil”) operates the gas well identified above. Our records
indicate this well is connected to your residence by a gas pipeline, which you own and maintain. Mobil
currently provides or has provided free gas to you from this well under the oil and gas lease(s), which cover
the property upon which the well is located.

You may already be aware of the many problems associated with the house gas taps due to the age of the
Hugoton gas field. These include lower pressures, higher hydrogen sulfide (H2S) concentrations and
degradation of gas quality (i.e.; water, debris, etc in the gas stream).

The pressures in the Hugoton field have been reduced significantly over the past 50 plus years and as
reservoir pressures decline, gathering system pressures immediately downstream must be reduced to
maintain deliverability of gas. Accordingly, Mobil has been working diligently to have field compression
installed on the gathering systems that may affect, or already has affected, the availability of house gas to
your residence. Many ¢f flicsé compiessors are coming oi line now and as the systeris are finé-faned, the
wellhead pressures will continue to drop significantly. With the continued reduction in wellhead pressure,
you may notice an increase in water production as well as dirt and scale being drawn from the wellbore.
The combination of these factors will most likely cause more freeze-off problems in the winter months.

In recent months, Mobil also has seen an increase in H2S levels in the gas produced from many of our
wells. In high concentrations, H2S is toxic and, even in lower concentrations, it can present serious health
and safety risks. H2S may also be corrosive and cause leaks and loss of pressure in gas pipelines. The
potential for health and safety risks is even greater where gas containing H2S is used for fuel sources in
confined spaces, such as gas heaters and home appliances. Therefore, as a preventative measure to protect
your health and safety and the health and safety of other residents on Mobil leases, Mobil has and will
continue to disconnect residential pipelines connected to gas wells where H2S is present in concentrations
at or above ten parts per million (10 ppm).

House Tap Offer 2.Doc



Mobil has been requested by several residents to offer a reasonable alternative to the wellhead gas
connections that are now affected by, or may soon encounter, these problems. Therefore, in consideration
for your agreement to relinquish any and all future claims to free gas from the gas well(s) located on the oil
and gas lease(s) covering your property, Mobil will agree to the following:

Pay you a lump sum of Three Thousand Dollars ($3,000.00) to Three Thousand Five Hundred
Dollars ($3,500.00) (with the difference prorated on an annual basis depending on the
conversion date) to cover conversion or utility connection costs and the cost of your propane
through October, and;

Pay an annual amount equivalent to the price of 1000 gallons of liquid propane (LP) on the st
working day of October for as long as gas is produced pursuant to the oil and gas lease
containing your free gas clause. The annual payment amount will be determined by Propane
Resources, an independent third party firm in Shawnee Mission, Kansas, using the LP prices
for this area averaged over the previous 12 month period.

This offer is not and should not be construed as an attempt to eliminate or reduce our obligations to you.
We are truly concerned for your safety and comfort. We also are trying to provide you with a reasonable
long-term alternative to satisfy your residential gas needs.

If the well where your tap is located does not currently contain H2S in concentrations at or above 10 parts
per million, you may elect not to convert to another fuel source. Should you choose to remain on the gaé
well, you might consider installation of a volume tank, gas filter, auto-ignition pilot lights and possibly
larger service line to facilitate a reasonable quality of service. We urge you to use a qualified contractor
for any modifications to your gas system. As stated in our previous letters to homeowners, your
connection and piping are your responsibility and Mobil will not be available to thaw frozen connections to
your house. Additionally, please be aware that, if and when H2S concentrations reach 10 parts per million,
the tap will have to be disconnected because of safety and health concerns.

This offer is extended to the homeowner only. Should you wish to accept our offer, please sign below and
return this letter to the attention of Dee Ann Head at the letterhead address along with a copy of the
property conveyance to you (Warranty Deed, Probate, etc). If you have already been disconnected due to
high H2S concentrations, we will set you up for annual payments upon receipt of this signed letter
agreement. By executing this letter, you agree to relinquish any and all future claims to free gas from the
gas well(s) located on the oil and gas lease(s) covering your property and any damage claims based on
Mobil’s failure to provide such gas.

If you have questions regarding this or other domestic gas issues, please feel free to contact me at (316)
626-1109.

ACCEPTED THIS DAY ' Very Truly Yours,
OF , 1998: MOBIL EXPLOEA'
PRODUKLING,
Signature
ark-Haralson
Senior Staff Landman
Printed Name Liberal Region
mah




FISS & BLACK

L. LaVERNE FISS - DAVID C. BLACK

ATTORNEYS-AT-LAW
P.O. BOX 100
JOHNSON, KANSAS
87855

MS LUCTILLE SCHARTZ

2238 NORTH STUBBS ROAD

ULYSSES KS 67880

PAGE TWO

DATE

PROFESSIONAL SERVICES

CHARGE

CREDIT

BALANCE

04/22/97

04/24/97

05/08/97
07/01/97

09/18/97
01/28/98
02/09/98
02/12/98
02/26/98
03/11/98

04/08/98
05/27/98

05/28/98
06/03/98

06/04/98

06/05/98

06/10/98

BALANCE CARRIED FORWARD

Office Conference with Lucille & Joycelyn on
Sunflower Easement; Long Distance Call to
Sunflower Electric (Left Message)

Telephone conference with Norman Williams at
Sunflower Electric; Long Distance call to
Lucille( left message)

**STATEMENT MAILED 5/5/97

Credit by Check #3036

Prefare Durable Power of E@ﬁ
SUhRR i A

Credit by Check #3167

Office Conference with Lucille on Tenant Not-
ification & Will Preparation; Prepare Notice

to Quit on Farm Tenancy with Jeff Stever

Review Records at Grant County Register of

Deeds on Title to Land

Prepare Initial Draft of Last Will & Testa-

ment

Review Initial Draft of Last Will & Testament

Prepare Letter to Lucille

Office Conference with Lucille & Revise Will

**STATEMENT MAILED 4/6/98

Credit by Check #3347

Office Conference with Lucille; Long Distance

Call to Erick Nordling (Left Message); Reviey
Documents from Mobil

Telephone Conference with Erick Nordling

Long Distance Call to Mark Haralson at Mobil
(Left Message); Long Distance Call to Evan
Olsen, Counsel for Mobil; Long Distance Call
to Lucille

Telephone Conference with Mobil Atty, Debbie

Haglund

Telephone Conference with Debbie Haglund at
Mobil; Two Long Distance Calls to Lucille
(Left Message)

Long Distance Call to Rick HarbisgnAtty at

Guymon (Left Message); Telephone Conference

with Rick Harbison, Atty who has Client with

35.00

15.00

25.00

50.00

10.00

80.00

20.00
65.00

45.00
10.00

20.00

15.00

[5.00

95.00

25.00

225.00

$ 45.00

$ 80.00

$ 95.00

$ -0 -
$ 25.00

$ 50.00
$ 60.00
$ 140.00

$ 160.00
§ 225.00

45.00
55.00

RN

$ 75.00

$ 90.00

$ 105.00

Similar Problem 15.00 $ 120.00

Pay Last Amount

in Tl;ls Coiumn/\
X

R [Any Account Which s Over 90 Days Past Due Shall be Subject to Interest Rate of 12% per Annun (1.0% per Month)]
Sunget Printing Mlm’qli Kansan



FISS & BLACK

L. LaVERNE FISS — DAVID C. BLACK

ATTORNEYS-AT-LAW
P.O. BOX 100
JOHNSON, KANSAS
67855

MS LUCILLE SCHARTZ

2238 NORTH STUBBS ROAD

ULYSSES KS 67880

PAGE THREE
DATE PROFESSIONAL SERVICES CHARGE CREDIT BALANCE
BALANCE CARRIED FORWARD $ 120.00
06/11/98 Telephone Conference with Deb Haglund & Mark
Haralson of Mobil; Long Distance Call to
Lucille (Left Message) 15.00 & 135.00
06/12/98 Telephone Conference with Lucille 10.00 $145.00
06/25/98 Telephone Call from Mobile on Conversion to
Propane 15.00 $ 160.00
06/26/98 Telephone Conference with Eric Nordling on
Mobile Proposal. 10.00 $ 170.00
06/29/98 Office Conference with Lucille & Long Dis-
tance Call to Marc Haralson at Mobil 45.00 $ 215.00
#%STATEMENT MAILED 7/3/98 v
07/08/98 Credit by Check #3431 215.00 § ==
07/17/98 Long Distance Call to Marc Harolson at Mobil
(Left Message) 7.50 $ 7.50
07/21/98 Telephone Conference with Mark Harolson;
Long Distance Call to Lucille 10.00 $ 17.50
07/30/98 Telephone Conference with Lucille. 7.50 $ 25.00
08/19/98 Review Letter Agreement Sent from Amoco; Pre-
pare Letter & Copy of Agreement to Lucille 25.00 $ 50.00
**STATEMENT MAILED 9/4/98
09/06/98 Credit by Check #3478 50.00 | $ -0 -
09/09/98 Telephone Conference with Lucille 10.00 S 10.00
12/14/98 Telephone Conference with Lucille on Gas
Shut Off 7 10.00 $  20.00
12/15/98 Two Telephone Conferences with Lucille; Tele-
phone Conference with John Crom at Mobil 15.00 $ 35.00
12/29/98 Long Distance Call to Lucille (Left Message) 7.50 $ 42.50
12/30/98 To Ulysses for Meeting with Lucille & Mobil
Representative on Gas Shut Off & Transfer 95.00 $§ 137.50
**STATEMENT MAILED 01/07/99
Credit by CHeck #3586 _ 137.50 -0-
01/11/99 Telephone Conference with John Crom at Mobil 10.00 $ 10.00
01/20/99 Telephone Conference with Lucille 10.00 $ 20.00
01/24/99 Prepare % Fax Letter to John Croon at Mobil 10,00 $ 30.00
Pay Last Amount

[Any Account Which is Over 90 Days Past Dus Shall be Subject to Interest Rate of 12% per Annun (1.0% per Month)]

in This Column.

8 \\\,do



FISS & BLACK

ATTORNEYS AT LAW
P.Q. BOX 100

_ JOHNSON, KANSAS 67855
L. LaVerne Fiss —_—

David C. Black 316 492-2130 Fax - 492-1373

August 20, 1998

Ms. Lucille Schartz
2238 North Stubbs Road
Ulysses, KS 67880

Re: Mobil Agreement
Dear Lucille:

Enclosed please find a copy of the fax | received from Mark
Haralson at Amoco. The language at paragraphs 6 and 7 give up your right
to free gas.

Please review and give me a call. | will be tied up Friday so it
will be Monday before | can discuss it.

/

Very tr y-youy
: Blajc

David
Enclosures
DCB:crt
P.S. (I guess Mr. Haralson thinks I'm Larry Black according to his fax)

DCB
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MOBIL EXPLORATION & PRODUCING U.S. INC.
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ACKNOWLEDGMENT OF LETTER AGREEMENT

STATE OF KANSAS )
) SS:
COUNTY OF FINNEY )

1. On , a certain Qil and Gas Lease (“Lease™)
was executed as recorded in Book , Page , of the records of the Register of
Deeds of County, Kansas, covering the following described land:

The of Section
), Township ) South,
Range )
West of the 6th P.M.
2. Such Lease contains the following provision (“Provision”) in paragraph 4
thereof:

“Lessor shall have the privilege at his own risk and

expense of using gas from any gas well on said land for

stoves and inside lights in the principal dwelling located on

the leased premises by making his own connections

thereto.”
3. The undersigned, , heremafter

referred to as “Landowners” are the current owners of the surface estate described in the
Lease, and the owner of any and all free gas and gas use rights under such lease on such
land. Mobil Oil Corporation is the present owner of the leasehold interest of the Lease.

4. As set forth in the attached Letter Agreement dated , the terms of which
are incorporated herein by reference, Mobil Exploration and Producing U.S. Inc., on
behalf of Mobil Oil Corporation (collectively, “Mobil™), as well as its successors and
assigns, and Landowners, on behalf of themselves, as well as their heirs, devisees,
successors, assigns and/or any subsequent grantee, mortgagor, mortgagee and/or claimant
to any interest in or to the above described land, have agreed as follows with respect to
the Landowners’ right to gas, pursuant to the Provision set forth above which appears in
the Lease.

5. Mobil hereby agrees to pay Landowners a single lump sum payment of

Dollars ($ ); and, in addition, to pay Landowners
an annual amount equivalent to the price of 1000 gallons of liquid propane (LP) on the 1st
working day of October for as long as gas is produced pursuant to the Lease. The annual

w:deb/ltragrks.doc



payment amount will be determined using the LP prices for this area averaged over the
previous 12 month periad.

6. In consideration for the aforementioned lump sum payment, the receipt of
which is hereby expressly acknowledged, and Mobil’s agreement to make the
aforementioned future payments for as long as gas is produced pursuant to the Lease,
Landowners, on behalf of themselves, as well as their heirs, devisees, successors, assigns,
and/or grantee, mortgagor, mortgagee or claimant hereby release, relinquish, surrender
and discharge Mobil from any and all claims to use of gas, a right of free gas, taps,
connections and any interest in , under or to the right to the use of gas for any use
whatsoever in, upon and under the surface or mineral estate of the above-described land
pursuant to the Provision of the Lease set forth above, or any other provision in the Lease
which could serve as a basis for such claim.

7. Further, Landowners do hereby release, surrender and discharge Mobil from
any and all damages, claims and rights of any kind or character arising from or accruing
out of Mobil’s failure to provide gas pursuant to the Provision of the Lease set forth
above, or arising from or accruing out of Landowners purchase or use of LP, it being
expressly agreed that, with the sole exception of the payments specified in paragraph S
above, Landowners purchase and use of LP shall be entirely at their own risk and expense.

Dated and executed this day of ,
1998.
LANDOWNERS:
Address:
Address:
STATE OF KANSAS )
) 8S:
COUNTY OF FINNEY )

w:deb/Itragrks.doc



BE IT REMEMBERED that on this day of ,
1998 , before me, & Notary Public, in and for said County and State, personally appeared
_, who is personally known to me and known to me to be the

same person who executed the foregoing instrument, and such person duly acknowledged
the execution of the same.

IN WITNESS WHEREQF, I have hereunto set my hand and affixed my official
seal the day and year above written.

Notary Public

MOBIL EXPLORATION &
PRODUCING U.S. INC,, as agent on
behalf of MOBIL OIL CORPORATION

BY:

STATE OF KANSAS )

COUNTY OF FINNEY )

BE IT REMEMBERED that on this day of .
1998, before me, a Notary Public, in and for said County and State, personally appeared
, who is personally known to me and known to me to be the

same person who executed the foregoing instrument, and such person duly acknowledged
the execution of the same.

IN WITNESS WHEREOF, [ have hereunto set my hand and affixed my official
seal the day and year above written.

Notary Public

u:deb/Mtragrks.doc
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2. Connectors shall not be concealed within or extended through a wall, floor or partition.

3. A listed appliance connector valve not less than the nominal size of the connector shall be accessible at
the gas piping outlet immediately ahead of the connector.

4. Connectors shall be of adequate size to provide the total demand of the connected appliance based on
Table 3-D-1 or 3-D-2, as applicable.

5. Aluminum alloy connectors may be used only in interior locations where they shall not be in contact with
masonry. plaster or insulation or are not subject to repeated corrosive wettings.

6. The connection of an indoor appliance with any type of gas hose is prohibited. except when used for labo-
ratory or shop equipment or equipment that requires mobility during operation. Such connections shall have
the shutoff or stopcock installed at the connection to the building piping. When gas hose is used. it shall be
of the minimum practical length, but not to exceed 6 feet (1830 mm). except for hand torches and special mo-
bile equipment. and shall not extend from one room to another nor pass through walls, pantitions. ceilings or
floors. Gas hose shall not be concealed from view or used in a concealed location. Only listed gas hose shall
be used in accordance with its listing. Gas hose shall not be used where it is likely 1o be subject to iemperatures
exceeding 125°F. (52°C.). nor shall it be used as a substitute for a standard appliance connector.

7. Outdoor portable appliances may be connected with an approved outdoor hose conneclor not to exceed
15 feet (4572 mm) in length. provided it connects outdoors to approved gas piping. including an approved
valve at the inlet of the hose connector.

8. Appliances may be connected to fuel-gas piping with an approved listed quick-disconnect device.

13.4 Pipe Size. Additional fuel connections may be made to existing fuel-supply lines. provided
oe sizes are approved by the building official.

ZCTION 304 — INSTALLATION

4.1 Listed Appliances. Except as otherwise provided in the code. the installation of appliances
aulated by this code shall conform to the conditions of listing. The appliance installer shall leave
= manufacturer’s installation and operating instructions attached to the appliance. Clearances of
ted appliances from combustible materials shall be as specified in the listing or on the rating plate.

4.2 Room Largein Comparison to Size of Equipment. Central heating furnaces not listed for

»set or alcove installation shall be installed in a room or space having a volume at least 12 times

: total volume of the fumnace: central heating boilers not listed for closet or alcove installation
all be installed in a room or space having a volume 16 times the volume of the boiler.

EXCEPTION: The installation clearances for fumaces and boilers in rooms not large in comparison with

the size of the equipment shall be as specified in the appliance listing regardless of whether the enclosure is

of combustible or noncombustible materials and shall not be reduced by the protection methods described in
Table 3-B or any other method.

‘he ceiling height of the room or space is greater than 8 feet (2438 mm), the volume shall be calcu-
ed on the basis of 8-foot (2438 mm) height.

4.3 Unlisted Appliance. Unlisted appliances shall be installed with the standard clearances
»m combustible construction specified in Table 3-A. Unlisted appliances may have the standard
:arances of Table 3-A reduced by employing the forms of protection specified in Table 3-B.
'rms of protection specified in Table 3-B may be utilized to reduce clearances to combustible con-
uction for all applicable appliances. ’

4.4 Anchorage of Appliances. Appliances designed to be fixed in position shall be securely
stened in place. Supports for appliances shall be designed and constructed to sustain vertical and
rizontal loads within the stress limitations specified in the Building Code.

'4.5 Identification of Equipment. When more than one heating, cooling, ventilating or refrig-
ating system is installed on the roof of a building or within the buiiding, it shall be permanently
+d as to the area or space served by the equipment.

~iquefied Petroleum Gas Appliances. Liquefied petroleum gas-bumning appliances shall
S(nl be installed in a pit, basement or similar location where heavier-than-air gas might collect.
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Appliances so fueled shall not be installed in an above-grade under-floor space or basement uniess
such location is provided with an approved means for removal of unburned gas.

304.7 Liquefied Petroleum Gas Facilities. Containers, container valves regulating _ment,
and appurtenances for the storage and supply of liquefied petroleum gas shall be installed in accor-
dance with the Fire Code.

SECTION 305 — ACCESS FOR MAINTENANCE SERVICE AND REPAIR

305.1 General. Appliances shall be accessible for inspection, service, repair and replacement
without removing permanent construction.

305.2 Working Space and Platform. Unless otherwise specified, not less than 30 inches (762
mm) in depth, width and height of working space and platform shall be provided to service the
appliance.
EXCEPTION: Unit heaters and room heaters may be installed with an 18-inch (457 mm) minimum depth
working space. A platform shall not be required for unit heaters or room heaters.
305.3 Operating Instructions. The operating instructions shall be attached to the appliance
where they can be read easily.

SECTION 306 — CONTROLS

306.1 Main Burner Cutoff. Heating appliances shall be equipped with a listed device or devices
which will shut off the fuel supply 1o the main burer or burners in the event of pilot or ignition
failure. In addition, liquefied petroleur gas-air-burning heating appliances shall be equipped with
a listed automatic device or devices which will shut off the flow of gas to the pilot in the event of
ignition failure.

EXCEPTION: The listed shutoff devices shall not be required on range or cooking tops, log lighters, lights
or other open-burner manually operated appliances, or listed appliances not requiring such devices and specif-
ic industrial appliances as approved by the building official.

306.2 Manual Fuel Controls. Heating appliances whose manual fuel controls are not readily ac-
cessible from the main portion of the building being heated shall be equipped with remote controls.

306.3 Furnace Controls. Forced-air and gravity-type warm-air furnaces shall be equipped with a
listed air-outlet temperature limit control which cannot be set for temperatures higher than 250°F.
(121°C.). Such controls shall be located in the bonnet or plenum, within 2 feet (610 mm) of the dis-
charge side of the heating element of gravity furnaces or in accordance with the conditions of list-
ing.

306.4 Duct Heater Controls. Electric duct heaters shall be equipped with an approved automatic
reset air outlet temperature limit control that will limit the outlet air temperature to not more thar
200°F. (93°C.). The electric elements of the heater shall be equipped with fusible links or amanua
reset temperature limit control that will prevent outlet air temperature in excess of 250°F. (121°C.)

SECTION 307 — LABELING FOR IDENTIFICATION

307.1 Fuel-burning Appliances. Fuel-burning heating appliances shall bear a permanent anc
legible factory-applied nameplate on which shall appear:

1. The manufacturer’s name.
2. The approved fuel input rating of the appliance, expressed in Btw/h (W).
3. The model and serial number.

4. Instructions for the lighting, operation and shutdown of the appliance.
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