
SURFACE USE AND DAMAGE AGREEMENT

This SurfaceUse and Damage Agreement ("Agreement") ismade and enteredintothis27th

day of February,2017, by and between WADE E. CASTOR ("Owner") and MORNING GUN
EXPLORATION LLC ("Operator"),sometimes referredto each as a "Party"or collectivelyas the
"Parties."

WITNESSETH

A. OWNERSHIP. Owner is the surface owner of certainlands located in Weld

County, Colorado as more specificallydescribedas follows("Lands"):

Township 8 North, Range 59 West, 6thP.M.

Section 19: A portion of the S2, lying East of CB&Q RR also including the

abandoned RR right-of-way

B. OPERATOR'S OIL AND GAS OPERATIONS ON THE LANDS. Operator
owns certainoiland gas leaseholdrightsin the Property and/or lands pooled therewithand desires
the rightto access the Lands and use so much of the surfaceand subsurface of the Lands as is

reasonably necessary to conduct itsoil and gas operations,for the exploration,development,
production,transportationand marketing of oil,gas,associatedhydrocarbons and water,including
but not limitedto surveying a drillsite,staking a drillsite,obtaining permits,building roads,

clearinga drillsite,hauling equipment or supplies;laying temporary fresh water flowlines,

completing, reworking, plugging back, deepening, treating,stimulating,refitting,installingany
artificialliftor production enhancement equipment or technique;constructingfacilitiesrelatedto
the production,treatment,transportationand marketing of substances produced from the leased

premises;contractingfor marketing servicesand saleof oil,gas and relatedsubstances;and the

physicalmovement of water produced, pursuant to itsoiland gas leaseholdinterestsin the Lands
and/orlandspooled therewith(the"Operations");and

THEREFORE, forand in considerationof the covenants and agreements containedherein,
and for other good and valuable consideration,the receiptand sufficiencyof which are hereby
acknowledged, the PartiesenterintothisAgreement to evidence theirentireagreement regarding
thepayment of surfacedamages, entry,surfaceuse,and any othermattersrelatingto Operator'suse
oftheLands as follows:

1. GRANT OF ACCESS. Owner hereby grants,demises and conveys to Operator,
and itsemployees designatedagents,and contractorssuch use of the surfaceand subsurfaceof the

Property,such ingress,egressand accessto the Lands and such easements and rights-of-wayon the
Lands as may be necessary or convenientforOperator'sOperations.

2. LOCATION. Operator agreesnot to use any more of the surfaceof the Lands than
isreasonablynecessaryto conduct itsoperations;provided,however thatthe Location of well sites
willnot exceed ten (10) contiguous acres in area for drillingoperationswithout writtenconsent
from the Owner; and provided furtherthat such wells, access roads, temporary roads to the

wellsites,flow lines,separators,tank batteriesand other facilitieswill be located as generally
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depicted on Exhibit A attachedhereto. Once such locationshave been established,Operator,its

employees, agents and subcontractorsshallnot enteror encroach upon the lands of Owner outside

of the establishedlocations,and shallpay Owner the sum of Five Hundred Dollars and No Cents

($500.00)togetherwith any actualdamages caused foreach such encroachment.

3. CONDUCT OF OPERATIONS. Operator's Operations on the Lands will be

conducted pursuant to the terms of the Leases, thisAgreement, the rules and regulationsof the

Colorado Oil & Gas Conservation Commission ("COGCC"), and applicableColorado statutesand

case law.

Grantee shallgive Grantor prompt noticeof any of the followingoccurrencesarisingwith regard to

theLands or Grantee'sactivitiesthereon;

(i) Any spill,release,or other occurrence that constitutea violationof the

provisions of any applicablelaws, rules or regulationsor this Grant and

Terms of PipelineEasement; and

(ii) Any notices, claims or allegations of environmental violations or

contaminationreceivedfrom any federal,stateor localgovernmental agency

or authorityor the filingor commencement of any judicialor administrative

proceeding by any such agency.

4. COMPENSATION AMOUNT. The Parties acknowledge that Operator will

provide Owner with certaingood and valuable consideration,as described in that confidential

LetterAgreement of even dateherewith,priorto the commencement of drillingoperationsforeach

Well drilledwhich consideration is agreed to be and constitutesfull,complete and final

considerationfor settlementand complete satisfactionfor any and alldetriment,depreciation,

injury,or damage of any natureto the Lands or crops growing thereon thatmay occur as a result

from Operator'soperationspursuantto thisAgreement or the Leases. Such compensation shallbe

deemed fulland agreed considerationfor alldamages caused or createdby the reasonable and

customary ingress,egress,rights-of-way,drilling,completion,production,work-over, recompletion

and maintenance operations.

5. ADDITIONAL SURFACE USE PROVISIONS. With respectto itsoperationson

the Lands, Operator willcomply with the followingprovisions:

A. Access Roads:

(i) All access to the Location shallbe directlyfrom Weld County Road 390,

without traversingportionsof the Lands outsideof the Location.

(ii) Operator willmaintain allAccess Roads in good repairand condition.

Owner shallhave jointuse of allAccess Roads.
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B. Surface Restoration:

(i) In excavatingforpipelinesor fordrillingoperationsor forany otherpurpose,
allsoilswillbe separatedso thattopsoiland subsurfacesoilsshallbe placed
back in the proper order and leveled,with top soilon top. Operator and will

replace the topsoiland restorethe Location as nearly as possible to its

originalconditionas soon as possibleafterdrillingand completion activities

have been concluded.

(ii) Upon permanent cessationof Operator'soperationson the Lands, allareas

thereofoccupied or utilizedby Operator willbe restoredby Operator to their

originalconditionand contour as nearlyas isreasonablypracticable.

C. Other:

(i) Operator willinstallculvertson the Lands thatmay be necessaryto maintain

presentdrainageotherwiseaffectedby itsoperationson theLands.

(ii) Ifby reason of the activitiesof the Operator,including,but not limitedto,

drilling,completing,equipping,and operatingof the Wells, thereisdamage
to personal property of the Owner, including,but not limitedto,livestock,
water wells,fences,gates,culverts,bridges,pipelines,ditches,or irrigation
systems,Operator willpay fullmarket value,repair,or replacesuch personal

property afterconsultationwith and to the reasonable satisfactionof the

Owner within thirty(30) days. Owner willpromptly notifyOperator of any
items damaged afterthe wells' construction,and Operator will repair or

replacesuch items afterconsultationwith the Owner within thirty(30) days
of thenotification.

(iii) Operator agreesthatalltrash,refusepipes,equipment, liquids,chemicals,or
other materialsbrought on the Lands that are not necessary for continued

operationsof the Wells willbe removed and disposed away from the Lands
no laterthan 30 days afterthe completion of the Wells. No such items will
be burned or buried on the Lands.

(iv) The well sitesand production/tanksitesshallbe kept free and clearof all

noxious weeds, unsightlygrowth and trashduring drillingoperations,after

completion and during production. Additionally,allproduction/tanksites
shallbe fenced pursuant to the reasonablerequirements of Owner such that

livestockwillnot have accessto saidsites.

(v) All guy linesfordrillingand completion rigsshallbe immediately removed
aftersuch work iscompleted.

(vi) Operator agrees to fence off the perimeter of the well siteswith temporary

fencing during drillingoperations.Operator willalso installswinging gates
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with locks atallaccesspointswhere necessary as determined by Owner, and

Operator shallbe responsibleforrestoringany existingfence of Owner to its

originalconditionatany pointof access.

(vii) All pipelinesof any type or purpose shallbe buried not lessthan Three and

one-halffeet(3') beneath the surfaceand water packed or compacted upon
installation.No pipelinesshallbe permitted which do not serve a well or

wellslocatedupon Owner's propertywithout priorwrittenconsent of Owner.

(viii) Operator shallnot constructor installany pipelines,telephone lines,electric
linesor roads on the Lands which do not serve a well locatedon the Lands,
or on lands pooled with the Lands without priorwrittenconsent of Owner,
nor shallOperator injectany water,brine or otherfluidsintothe subsurface

strataof the Lands forthepurpose of disposal.

(ix) Portions of the subject Lands may be part of the Farm Service Agency

("FSA") Conservation Reserve Program ("CRP") and may be subjectto all

requirements thereof. In the event Owner believes any operations have

caused damage to the subjectland thatisdedicatedto the CRP which could

resultin fines,disqualificationor other monetary penalties("Damages"),

imposed by FSA, surfaceOwner shallnotifythe FSA and requeston on-site

consultationbetween the parties.Ifthe FSA determines thatDamages could
or will be imposed on the Owner, Operator shallbe obligatedto take the

necessary actions(atOperator's sole costs,riskand expense) to remediate
the surfaceto the standardsrecitedby the FSA. In the event Operator cannot

or failsto adequately remediate the subjectLands to the FSA standards,

thereby exposing the Owner to Damages, Operator shallpay Owner for any
and allsuch Damages, and Owner may pursue allavailableremedies.

6. INSURANCE. Throughout the term of the Agreement, Operator, at Operator's
expense, shallcarrywith an insurancecompany and in form and substance satisfactoryto Owner:

(1) Comprehensive General Liabilityand Auto LiabilityInsurance insuringOperator with respect
to the propertythe subjectof thisAgreement with a combined singlelimitforbodily injury,death
and property damages of not lessthan One Million Dollars ($1,000,000.00)with endorsements

naming Owner as an additionalinsured to the extent of the liabilitiesassumed by Operator
hereunder;(2) Fireand extended coverage insurance(includingvandalism and maliciousmischief;
and (3) Workmen's Compensation, State Unemployment and other coverage as required by
applicablelaw.

In additionto the One Million Dollars ($1,000,000.00)coverage statedherein,Operator
shallhave an additionalumbrella liabilitycoverage covering allof the requiredinsuranceitems as
statedherein in an amount of not less than Five Million Dollars ($5,000,000.00)including an
endorsement naming Owner as an additionalinsured to the extent of the liabilitiesassumed by
Operator hereunder. Operator shallmaintain Sudden & Accidental Pollutionliabilityto cover

bodily injury,propertydamage, and clean-upof pollutioneventsthatarediscoveredwithin 30 days
of occurringCertificatesof Insuranceshallbe deliveredto Owner priorto Operator'soccupancy of
thePropertyand thereafteratleastthirty(30)days priorto theexpirationof any policy.
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7. DEFAULT AND RIGHT TO CURE. In the event of allegeddefaultby Operator
in the payment of any of the sums provided to be made herein,in obligationsto be performed, or

any other terms, conditions or covenants of this Agreement, Owner will notify Operator, by
certifiedmail, returnreceiptrequested,of the allegeddefault. Operator willhave 30 days from

receiptof thewrittennotificationin which to disputeor otherwiserespond to thenotificationbefore

Owner may allegedefault.Receipt of the certifiedmail shallbe deemed effective3 days afterthe

mailing unlesssooner receivedby Operator.

Except as otherwise agreed in writing,no waiver by Owner of any breach by the Operator
of any of itsobligations,agreements,or covenants hereunder willbe deemed to be a waiver of any

subsequent or continuingbreach of the same, nor willany forbearanceby Owner to seek a remedy
for any breach by the Operator be deemed to be a waiver by Owner of itsrightsor remedies with

respectto such breach;however inno event willOperator be liableforconsequentialdamages.

8. INDEMNITY/RELEASE. Owner hereby releasesand agrees to hold harmless

Operator from any and allliabilityand furtherpayment, otherthan what has been provided herein,
fordamages on the Lands which arisefrom, out of or in connection with the Operator'sreasonable

operationson the Lands, but only as to those operationswhich are describedin and permittedby
thisAgreement.

Operator agrees to indemnify and hold Owner harmless from any and allclaims,damages
and causes of actionarisingout of and caused by Operator'soperationson the Lands thatmay be

assertedby any of Operator's agents,employees, subcontractors,contractorsor persons entering

upon thepremises attherequestof Operator.

9. WAIVER OF 30-DAY NOTICE. OWNER HEREBY WAIVES THE

FOLLOWING NOTICES AND CONSULTATIONS:

(i) Rule 305.a.:NoticeofIntenttoConduct Oiland Gas Operations;

(ii) Rule 305.c.(1):Oiland Gas LocationAssessmentNotice;

(iii) Rule 305.c.(2):BufferZone Notice;

(iv) Rule 305.f.:StatutoryNoticetoSurfaceOwners;

(v) Rule 306.a.:SurfaceOwner Consultationand MeetingProcedures;

(vi) Any othernoticeorconsultationrequirementsoftheCOGCC.

B. Owner shallnot objectorprotestany ApplicationforPennittoDrill(Form 2) and Oil
and Gas LocationAssessment (Form 2A) filedby Operatorwith theCOGCC. Subjectto thisAgreement,
Owner agreesto allow Operatorto locatethe Wells and Facilitieson the Lands as generallyshown on
ExhibitA.

5



C. Owner herebywaivesany rightgrantedby COGCC ruletocomment on theForm 2A, to

requestan extensionofthecomment period,torequestan onsiteinspectionpursuanttoCOGCC policy,and
toappealtheapprovaland issuanceoftheForm 2A, and any relatedForm 2.

D. Owner shallnot oppose Operator,itsagents,consultants,attorneys,successorsand

assignsin any COGCC or other administrativeor governmental proceedingsrelatedto Operator's
operations,includingbut not limitedtopermitting,formationof drillingunits,well spacing,well density,
pooling,drilling,completion,stimulation,re-stimulation,workovers,deepeningand recompleting,provided
that Operator'spositionand contemplatedundertakingsin such proceedingsare consistentwith this

Agreement. Owner willprovideOperator,itsagents,consultants,attorneys,successorsand assignswithany
and allwrittensupporttheymay reasonablyrequiretoobtainpermitsfrom theCOGCC or otherapplicable
governmentalbody.

E. Owner understandsand acknowledgesthattheCOGCC has rulesand regulationsthat

applyto thedistancebetween a wellheadand publicroads,productionfacilities,buildingunits,occupied
buildings,and surfacepropertylines,among otherthings.Owner hereby waives itsrightto objectto the
locationof any Well,Access Roads and Facilitieson the basisof setbackrequirementsin the rulesand

regulationsof theCOGCC, including,but not limitedto,the 150 footsetbackfrom surfacepropertylines
and otherrequirementsofrules603.a.(2),and 604.a,exceptthatthePartiesintendtorelyupon one ormore

exceptionsof rule604.b of therulesand regulationsof the COGCC relatingto propertylinesand urban

mitigationareasor designatedoutsideactivityareas,asthosetermsmay change orbe definedand amended
from timetotime.For theoperationscontemplatedby thisAgreement,Owner herebywaivestheException
Zone,BufferZone,Urban MitigationArea,and High Occupancy Buildingsetbackdistances,asrequiredby
COGCC rulesand regulations.

F. Owner understandsthatOperatormay providea copy ofthisAgreement totheCOGCC
in orderto obtaina waiver,exceptionlocation,or variancefrom the COGCC rulesor from a local

jurisdiction.

Without waiving the foregoing,Operator agrees itwillprovide an initialnoticeto Owner
afterithas submitted a requestforpermit to drillfrom COGCC.

10. NOTICE FOR ADDITIONAL OPERATIONS. Operator will comply with
COGCC rulesand regulationsrequiringthatadvance noticebe provided to Owner for subsequent
operationson the Wells,including,but not limitedto,reworking operationsthereto.

11. NOTICES. Notice by eitherParty willbe promptly given,orallyifpossible(with
exceptionof the defaultnoticedescribedinParagraph 7),with subsequent writtenconfirmationsent

by United Statesmail,postage prepaid and addressed to eitherParty at the address as designated
below; or to such otherplace as eitherPartymay from time to time designateby noticetothe other:

Owner: Wade E. Castor

22791 Highway 39

Weldona, CO 80653

With a copy to: George H. Ottenhoff, Esq.

Lind, Ottenhoff & Root LLP

355 Eastman Park Dr., Suite 200

Windsor, CO 80550
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Operator: Morning Gun ExplorationLLC

1601 Arapahoe Street,Box 1

Denver, CO 80202

Attn:Land Department

12. BINDING EFFECT. The covenants and conditionshereincontained are allof the

provisionsof thisAgreement, and willinureto the benefitof and willbe binding upon the Parties

hereto,theirrespectiveheirs,representatives,successorsor assigns. Owner agrees to contactany
and alltenantsof Lands or any otherthirdpartiesutilizingthe surfaceof the Lands thatmay be
affectedby Operator'sactivitieson the Lands. Itwillbe Owner's soleresponsibilityto advisesuch
thirdpartiesof the existenceof thisAgreement and Operator'srightto utilizethe surfaceof the
Lands pursuantto thisAgreement forthepayment of any consideration,ifany, due such thirdparty
from Owner.

13. ENTIRE AGREEMENT. This instrument containsthe entireagreement between
the Partiesand may not be modified orallyor in any other manner other than by agreement in

writingsignedby allPartiesor theirrespectivesuccessorsor assigns.

14. CONFLICT. This Agreement sets forth additionalterms and conditionsof the
Lease between thepartieshereto. Ifthereisa conflictbetween thisAgreement and the Lease with

regardto surfaceuse or damage issues,thisAgreement shallcontrol.

15. COUNTERPARTS. This Agreement may be executed by facsimile, in

counterparts,each of which willbe consideredan originaland enforceableagainsteitherparty.

16. GOVERNING LAW AND VENUE. This Agreement will be governed by,
construedand enforced in accordance with the laws of Colorado. Venue shallbe deemed to be in
Weld County, Colorado.

17. ATTORNEY'S FEES AND COSTS. The PartiesagreethattheprevailingPartyin

any actionresultingfrom an allegedbreach of thisAgreement will be entitledto itsreasonable

attorneys'feesand costsincurredtherein.

18. AUTHORITY OF SIGNATORIES. The signatoriesbelow declare,warrant and

representthatthey have the authorityto enterinto thisAgreement on behalf of theirrespective
principals,ifany.

19. SUCCESSORS. This Agreement may be assigned and constitutesa covenant

running with the Lands and willbe binding upon and inureto thebenefitof,and be enforceableby,
thePartiesand theirrespectivesuccessors,administrators,trustees,executorsand assigns.

20. TERMINATION. IfOperator does not commence operationsforthe Wells within
theprimary term of theLease,thisAgreement willterminatein itsentiretywithout penaltyto either

Party,or willotherwisebe renegotiated.
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IN WITNESS WHEREOF, thepartieshave executed thisAgreement as of the day and year
firstabove written.

OPERATOR:

MORNING GUN EXPLORATION LLC

OWNER:

Wade . astor

ACKNOWLEDGMENTS

STATE OF COLORADO )

) ss.

COUNTY OF WELD )

The foregoinginstrumentwas acknowledged beforeme this7 ay of ,
2017, by Wade E. Castor.

WITNESS my hand and officialseal.

My G&SANsgq9 M
(tNotaryPublic

. .StateofColorado
Notary PubhcNotaryID#20044046377M CommissionExpires12-30-2020

STATE OF COLORADO )

) ss.

COUNTY OF De_M ef' )

The foregoinginstrumentwas acknowledged beforeme this day of ,
2017, by PCuA F \CM CA as r C5 d P of Morning Gun ExplorationLLC.

WITNESS my hand and officialseal.

My Commission Expires: CQ hl

NoTary Public

CANDACEMONTOYA
NotaryPublic-StateofColorado

NotaryID20094001912
MyCommissionExpiresFeb6,2021



EXHIBIT A


