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EXHIBIT “B"

SURFACE DAMAGE AND RELEASE AGREEMENT

This Surface Damage and Relsase Agreement ("Agreamsnt”) is made and entered
Into this 24" clay of July, 2008 by and between Wiodeman Family Farm, LLC ("Owner") and
Francis Energy, Inc., (*Operater”), somellmes referred to each as a "Party” or collectively
as the “Parfies”,

WITNESSETH

For ard In conslderation of the covenants and agreements contained herein, and
for other good and vaiuable consideration, the receipt and stifficiancy of which are heraby
acknowledged, the Farties agree as foliows: ' ‘

1. OWNERSHIP. Owner Is the surface owner of cerlain lands located in Weld
County, Colorado as more spacifically described as follows ("Lands”);

All that part of the NE1/4 of Sectlon §, Township & North, Range 86 West, 6 P.M.,
and all that part of the $1/28E1/4 of Saction 32, Township 6 North, Range 68 West,
6™ P.M., more particularly described on Exhibit “A” aftached fo the Lease.

, dpera!or owns a working interest in valid leases faken in its name covering all or
portions of the Lands or Land pooled or inclided in & spacing unii therewith {each a
“Lease", collectively, the ("L.eases”). : :

2. OPERATOR'S OIL AND GAS OPERATIONS ON THE LANDS. Operator
intends to drill or cause to be drilied oil andfor gas wells on the Lands, as approximately
deplicted on Exhiblt “C” attached hereto ("Wells”). In order for Operator 1o drill, construct,
complete, produce, maintain, and operate the Wells and ail faclilies assocldled therewith,
including, but not limited to, permanent access roads ("Access Roads"), letnporary access
roads {"Temporary Access Roads™), pipelines, flowlines, separators, tank halterios, slectiic
tines and any other facilities or properly necessary for Operator to conduct operations on
the Wells (each a *Faciiity”, cotlectivaly, the *Facilitias®), itis necessary that Opsrator enter
and utilize a portion of the surface of the Lands.

Duiing the primary term of the subject Oll and Gas Lease, Operator agrees o drill
(or commenes the operations of) not less than three (3) Wells upon the subject Lands or
lands pooled therewith,

The parties enler into this Agraement to evidence thele entire agreement regarding
the payment of surface damages, entry, surface use, and any other maliers relating to
Operator's uss of the Lands,
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3. LQOCATION. The approximate localion of Wells, Access Roads, Temporary
Roads to the Wall siles, and the location of flow lines, separators, fank batlerles and other
factlilies to bé constiucted on Lands are dapicted on Exhibit "C™.

Any changes to the Wells, Access Roads and Facilities locations may be made by
Qperator with the consent of Owner, which will not be unreasonably withheld, but will not
unduly Interfere with Owner's use or enfoyment of the surfacs estate. Operator agraes not
fo use any more of the surface of the Lands than is reasonably necessary to conduct fts
operations; provided, however, thal each site will not exceed 1.75 acres, or 200 fest by
350 fest in area, absent written consent from the Owner.

No additional Well sites will be parmitted upon the subject property unless approved
in writing by Gwner unless directionally drilled from existing Well pads.

4, CONDUCT OF OPERATIONS. Operator's operations on the Lands will be
conducted pursuant to the terms of the Leases, this Agraement, the rules and regulations
ofthe Colorado O & Gas Gonservation Cominission (‘COG(C"), and applicable Colorade
statutes and case law. .

5, COMPENSATION AMOUNT. Operator will pay Owner the sum of
I“Amount”) for each Well site focaled on Lands owned by Owner whether
vertically dritied or for any Well with bottom hole locations to adjolning property not owned
by Owner. The Amount shall be daemed full and agreed considerallon for all damagas
caused or croated by reason of the reasonable and customary ingress, egress, rights-of-
way, drilling, completion, praduction and maintenance operations associated with the Wells
and Fagllities. Such damages will Include, without limitation, damage to growing crops and
crop land; the removal, transportation and care of any liveslock; the re-seading,
construction and use of access roads; and the preparation and use of the Well site areas.
Any subsequent major operations for sald Wells {refrac, deepening, redrlifing, elc.), except
In case of emergency, shall require 10 days prior notie to Owner. Qperator shall pay
Owner all actual damages caused by sald subsequent operations,

6, ALLOWED WELLS. Exhibit “C" depicls Wslls numbered one through
fourteen, ‘No other Wells or Well Sites will be permitted without the specific written
approval and agreement of Owner. )

7, ADDITIONAL SURFACE USE PROVISIONS, ACCESS ROADS, FENCES
AND FACILITIES. With respec! to its operations oh the Lands, Opearator will comply wilh
the following provisions:
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A Access Roads:

AL O

{}  Access Roads wil not exceed 20 feof in width.

()  During Prilling oparations, Operalor will Insure that all vehicles
accessing the Lands on Its behalf remain on the Access Roads.
Operator agrees to place a single strand fence on both sides of
Access Roads during drilling operations,

(i)  Operator agrees to back-slope all Access Roads. -

{iv}  Operator will provide Owner with a minimum of 10 days prior written
notice before Testoring the surface of all Access Roads to be
permanently abandoned by Operaltar. No later than 10 days followlng
receipt of such notice, Owner may elect, In wrlting, not to have such
Access Reads abandoned by Operalor. in such event, Gperator will

-have no liabllity under this Agreement, the Loaso, or othenwise, to

restore or maintain the surface of the Lands utliized as Access Roads.

Failure to timely respond will be deemed as Owners election that

e Operalar proceed wilh the abandonment of the Access Roads and
LA ' the restoration of the surface thereof.

{v)  Operator ‘will ‘stockpife and save eny topsoll removed while
constructing Access Roads for reheabllitation or re-seeding as
reasonably directed by Owner.

(v}  Operator will maintain all Access Reads In good repair and condition,
and Operator shall not haui rocks on roads and the Well sites in a

form larger than 3/4" gravel,
B. Surface Restoration:

Upon permanent cessation of Operator's aperatlons on the Lands, all areas
thereof occupied or utilized by Operator will be restored by Operator to their
original contour as nearly as is reasonably praclicable, and re-seeded if so
requested by Owner,; provided however, that Operator's intent to abandon
any Access Roads will be subject fo the provisions of Paragraph 6{A)iv)
hereln, ‘

C. QOther:

(i Operator will install culverts on the Lands that may be necessary to
mainlain present drainage and irrigation otherwise affected by Its
operations on the Lands.
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(i) 1f by reason of the activitles of the Opaerator, including, but not limited
to, dritling, completing, equipping, and operaling of the Wells, there Is
darmage to personal properly of the Owner, including, but not fimited
to, lrrigation wells, fences, culverts, bridges, pipelines, ditches, or
Irigation systems, and for which Owner has not been previously
compensated pursuant to Paragraphi 6, Operatorwill repair or replace
such items after consuftation with and 1o the reasonable satisfaction
of the Owner. Owner wiil nolify Operator of any ftems damaged after
the Wells construction and Operator will repair or replace such ltems
after consultation with the Qwner within 15 days of the occurrencea,

(Y Operator agrees that all tragh, refuse pipes, equipment, llquids,
chemicals, or other materlals brought on the Lands that are not
necessary for cantinued operations of the Wells will be removed and
disposed away from the Lands no Inter than 30 days after the
completion of the Wells. No such items wilk be burned or burled an
the Lands.

{iv)  Operator is required to remove casing lo a depth of 6 feet below
surface withln 90 days following cossation of operalions.

(v} During drilling operations the Well sites and any pits shall be fenced
at Owner's request. After completion of the Wells and in the event of
production, the Wellheads and all praduciion equipment shall be
fenced al requast of Owner. Additionally, the Well sites and
productionftank sites shall be keptfree and cfear of all noxious waeds,
unsighliy growth and trash either during drilling operations or after

complelion and production.

- {vi) ANl guy line anchors for drifling and completion rigs shall he
immediately removed after such work Is completed.

{vily  Operator agrees o fence off the peiimeler of the. Wall sites with
temporary fencing at Owner's requost, Operator witl also fnstall
temporary cattle guards where necessary and shallbe responsible for
restaring Owner's existing fence lo ifs original condition at any poinl
of access,

(vili) ~ All pipelines of any type or purpese shall be buried not lsss than thres

' and one-half fest (314} beneath the surface and water packed or
compacted upon installation. in excavating for pipelines or for drilling
operalions or for any other purpose, all soils will ba separated so that
topsoll and subsurface soils shall be plaed back in the propsr order
and levaled, with top soil on top, No plpelines shall ba permitted
which do not serve a Well or Wells located upon Owner's property.
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8. SHUT-IN. Notwithstanding Paragraph 4 of the subject Lease, the Lease shall
not be extended for more than three (3) conseculive years beyond the primary term by
virue of the shut-in gas clause. Additionally, the royalty fee for shut-In shall he Ten Dolfars
(§10.00} per year per net minszal acre,

9, DEFAULT AND RIGHT TO CURE. In the event of alleged default by
Operator in the payment of any of the sums herelnabove provided to be made, in
obligations tc-be performed, or any other terms, conditions or covenants of this Agresment,
Owner will netify Operator, by certified mail, return receipt requested, of the alleged default.
Operator will have 30 days from receipt of the written nofification in which to dispuie or
otherwise rezpond to the notification before Owner may allege defaull. Recelpt of the
cartified mall shall be deemed effective thres (3) days aftor the malling unlass sooner
raceived by Qperaltor.

Except as otherwise agreed in writing, no waiver by Owner of any breach by the
Qperator of any of its obligations, agreements, or covenants hereunder will be deemed fo
be a walver of any subsequent or continuing breach of the same, nor will any forbearance
by Owner to seek a remedy for any breach by the Operator be deemed to be a waiver by
Owner of its rights or remedies with respect to such breach; however, in no event will
Oparator be liable for consequential damages.

10.  INDEMNITY/RELEASE. Owner hereby releases and agrees to hold
harmlsss Opuerator from any and all fiabifity and furher paymunt, other than what has been
provided hersin, for damages on the Lands which arise from, out of or in connection with
the Operator's operations on the Lands, but only as to those operations which are
described In and permitted by this Agreement, and for those operalions which the Amount
has been pald and received by Owner pursuant to this Agreamaent,

Operator agrees to indemnify and hold Owner harmless from any and all clalims,
damages and causes of action arising out of and caused by Operalor's operalions on the
Lands that may be asserted By any of Operators agants, employees, subcontractors,
contractors or persons entering upon the premises al the request of Operator.

11. - WAIVER OF 30-DAY NOTICE. Owner hereby waives the minimum 30-day
wirilten notice raguirement for operations 1o begin and any other hotice or onsultation
requirements of the COGCC. Without walving the faregoing, Operator agress it will
provide an Inilfal notice to Owner after it has submitted a request for permit to drill from
COGCC.

. 12, NOTICE FOR ADDITIONAL OPERATIONS. Operator will comply with
COGCC rules and regulations requiring that advance natice be provided to Owner for
subsequent operafions on the Wells, including, but not limited to, reworking aperations
thereto.
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13, NOTICES: Notice by elther Party will be promplly given, orally if possible

{with exception of the default notice described In Paragraph 8), with subsequent written
confirmation sent by United States mall, postage prepaid and addressed to elther Party at
the address s designated below; or to such olher place as elther Parly may from time to
time designale by nolice to the other:

Ownar:

Elsie M. Sghoenhaar
4250 W, 16" Sirest, #22
Greelay, CO 80634

With a copy to:

Lind, Lawrence & Ottenhoff LLP
Kenneth F. Lind, Esq,

365 Eastman Park Drive, Suite 200
Windsor, CO 80550 .
Phone; (870) 674-9868

Fax: (970) 674-9535

Operator:

Francls Eneryy, Ing,
4539 14% Struet
Groeley, CO 80634

. 4. BINDING EFFECT. The covenants and condifions herein confatned are all
of the provisions of this Agreement, will Insure to the banefit of and wilt be binding upon the
Parties hereto, their respective helrs, representatives, successors or assigns. Owner
agrees to contact any and all tenants of Lands or any other third parties ulilizing the
surfaco of the Lands that may be affected by Operator's activities on the Lands. It will be
Owner’s sole responsiblilty to advlse sush third parties of the existence of this Agreement
and Operator's right to utitize the surface of the Lands pursuant to this Agreement for the
payment of any consideration, if any, due such third party from Owner.

15, ENTIRE AGREEMENT. This Instrument -contalns the entire agresmant
between the Parties and may not be modified orally or in any other manner other than by
agreement In writing signed by all Partles or thelr fespective successors or assigns.

16, ‘TERMINATION. If Operator does not commence operations for the Wells
within the primary term of the Lease, this Agreament will terminate in its entirety without
penally to either Parly, or wiil otherwise be renegotlated.

17, CONFLICT. This Agreament sets for additional lerms and conditions of the
Lease betwean the parfies hereto. If there Is a conflict belwzen this Agreement and the
Lease, this Agreement shali control,
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18.  COUNTERPARTS. This Agreement may he executed by facsimile, in

counterparts, each of which will be considered an original and enforceable against either

party.

18.  GOVERNING LAW AND VENUE, This Agreement wili be governed by,
construed and enforced in accordance with the laws of Colorado, Venue shallbe deemed
to be in Weld Counly, Colorado.

20.. ATTORNEY'S FEES AND COSTS. The Parties agree that the pravailing
Party In any action resulling fram a breach of this Agreemant will be entitiad to ils
reasonable sttarneys’ fess and costs Ineurred therein,

21, AUTHORITY OF:‘SIGNATOREES. The signatories below declare, warrant
and represent that they have the authority to enter into this Agresment on behalf of their
respective principals, If any,

22.  SUGCESBSORS. This Agreement constilutes a covenant running with the
Lands and wili be binding upon and inure to the banefit of, and be enforceable by, the
Partiss and their respective successors, administrators, trustees, executors and assigns.

IN WITNESS WHEREOF, tha Parties have set their hands, the day and year first
wiitten above,

OPERATOR: OWNER:
FRANGIS ENERGY, INC, WIEDEMAN FAMILY FARM, LLC
By: 25/%4\—"’ By, @JW . 0/?‘;!5
Name: Nicholas D. Francls Name: Elsie M. Schoenhaar

Title: President Title: Manager
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