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SURFACE DAMAGE AND RELEASE AGREEMENT j

|_coGee |

’i'hw Surface Damage and Release Agreement (“Agreement™) is made and catered inlp
this 25 day of May zm}g by and between Booth Lamd and Livestock, LLC ("Cowner™), and
Petro-Canada Resources {17 "%m Inc., ("Operator™); sometimes referred to sach as a “Party.” or

collectively as the “Parties “l"&l“ I/m ||““ I"

WitwesepTi: @00 0\ i Hialoe (e

For and in consideration of the covenants and agresments contained herein, and for other
good and valuable congideration, the receipt and sufficiency of which are hereby acknowledged,
the Parties agree as follows:

1. OWNERSHIP. Owner is the surface owner of certain lands located in Weld
County, Colorado a5 more specifically described 25 follows (“Lands™);

Township 5 Neftth, Ranje 67 West, 6th P. M,
Bection 25; ALY, provided however this Aemcmcm relates
'only 1o ong well, New line, aceess road and

@l;ﬁ:}; as depicted on Exhibit “A. ar

Operator owns a working or operaling interest in a valid oil and gas fease or leases covering all
or portions of the Lands or included in a spacing unit therewith (each 2 “Lease,” collectively, the
£ B bt

Leases™).

Z OPERATOR'S O1L AND GAS OPERATIONS ON THE LANDS. Operator
may drill or cause to be drilled one oil and/or gas well on the Lands (“Walls™). In order for
Operator to drill, construct, complete, produce, maintzin, and operate the Wells and all facilities
associated therewith, meluding, but not fimated o, access moads (“Aceess Roads™, flow lings,
separators, tank barterics, necessary for Q}}%rméﬁr lo conduct operations on the Wells [each a
“Facility,” collectively, the “Facilities™, it is neccssary thad Operator enter and wilive a portion
of the surface of the Lands. The Parties cnter mto |his Agreement 1o evidence their entine
apreement regarding the pavment of surface damages. entry, surface use, and apy other matters
relating to Operatec’s wse of the Lands,

3 LOCATION. The approximate location of the Wells, the Access Boads 1o the
Wil site and cenain other Favilities to be constructed on the Lands are depicted on Exhibit “A.”
Any material changes 10 such locations may be made by Opcrator only with the consent of
Owner, which will not be unreasonably withheld, bt will not unduly interfers with Owner’s
existing use of the surface estate, Operator agrees not 1o use any more of the surface of the
Lands than is reasonably necessary to conduct its operations; provided, however, that each ‘Well

gite will not excecd 1,75 acres, shsem wrilien consent from the Owner.

s
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4. CONDUCT OF OPERATIONS. 'Z};m ralor's operafions on the Lands e
cotducted pursuant to the fwms of the Lesses, (his Apreement, and the rules and resulations of
the Colorade Oif & Gas Comservation Commission ("COGCC™). Additionally, Operator agrees:

|
{
!
{
|
|
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A Al exploration and prodisction waste shall be removed from the water and reserve
pits.

B. As soun a8 practical after completion of drilling, Operator shall pump all Swids
from the pits, remove all deilling mud, bentonite saturated soil, cuttings and other
materialy deposited in the pits from driliing eperations and shall restore that part
ol the drill site nul necessary Bor production.

. The drill site shall be re-leveled in 2 manner and as ofien as necessary to restore

the surface 1o its original contour s that the drifl site wili :rmmm e s
manner ag existed prior ko Operator’s entry on the Lands.

{63 Duting all excavation operations; the wpseil, and each subsoll horizons, if more
tharn one, shall be removed and separately steckpiled. Each soll horizon shall be
replaced in Its origine] loention.  All drainage and seep tiles which are damaged,
shall be repaived and replaced.

E. Crwner shall ba given notice after all materials sre remowved from the pits and at
lesst Lhree days sotice before the pits are closed.

F. Ownar shall be given notice three days belore commencement of operations.

Q. Crperatior agrees that drilling operations shall ke condeeted only bevween
Cctober | and April 1% of each crop year.
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i3, ADITIONAL SURFACE USE PROVISIONS, ACCESS ROADS AND
! TIES. With respest 1o its operations on the Lands. Operator will comply with the
fﬂlimwmg DOV IZ10NsS;

-9 Arcess Boady:

(1} Access Roads will not exceed 20 feet in width during drilling operations
and |2 feet thereafier.

(i}  Operator will take reasenable steps to insure that all of its vehicles
accessing the Lands on its behalf remain on the Access Roads.

{li)  Operator agrees to back-slope all Aceess Roads.

{iv) Operator will provide Owner with a minimum of 10 days prior written
notice before restoring the surface of all Access Roads to be ;wrmaneml'sz abandoned by
Operator.. No later than 10 days following receipt of such notice, Owner may elect, in
writing, not to have such Access Roads abandoned by Operator. L such event, Operator
will have no Hability under this z"&g;u:”nmi the Lease, or otherwise, to restore the surface
of the Lands wilized as Accass Roads. Failure o timely respond will be deemed as
Owner's election that Operatyr proceed with the abandonment ol the Avcess Roads and
the restoration of the surface thereal

vy  Operator will siockpile and save any topsoil removed while congiructing
Access Roads [or rebabilitativn or re-seeding as reasonably divected by Owner.

{¥1}  Operator will maintain all Access Roads in good repair and condition,

{vil} Ficld aceess roads shall not be srave cled, but shall be repaired as neccssary
1o avoid ratting from wheeled w%m%s and access shall be restricied when roads are
maddy.

. Burface Restoration:

Upon permapent cessation of {Operator’s operations on the Lands, all areas thereof
nccupmﬁ or utilized by Operator will be restored by Operator 10 their oniginal contour as nearly
as 15 reasonably practicable, and re-sceded 1 so requested by Dwner, prt;vsdml haywever, that
Operator’s ititent ¢ abandon any Access Roads will be subject t the provisions of Pamagraph
BLANivY hersin, :

L8 (Hher:

(1} Operator will install colverts on the Lands fhat mav be pooessary o
maintain present drafpage and irigation otherwise affocted by its operations on the
Lands.

{tiy  If by reason of the activities of the Operator, including, but not limited to;
drilling, completing, equipping, snd pperaling of the Wells, there (s unanticipated damage
to personad property of the Owner. including, bul not limited 1o, rrigation wells, fonces,
cubverts, bridges, pipelines, ditches, or irigation syslems, Operator will répair or replace
such tems after consultation with and to the reasonable satisfction of lhe Owner
Owmer will netify Operstor of any items damaged afier the Well's construction - and

T
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Operator will repait or replace such ilems aller consultarion with the Owner within 5
davs of ooourmence.

i}  Operator agrees that all trash, refuse pipe, equipment, liquids, chemicals,
or other materials &m%hi om the Lands that are nol necessary for continued operations of
the Wells will be removed and disposed away [rom the Lands oo later than 30 days after
the completion of the Wells. No such ilems will be bumned or burisd on the Lande.

7. DEFAULT AND RIGHT TO CURE. In the event of alleged detault by
Operator in the payment of any of the sums hereinahove provided 1o be made, in obligations 16
be performed, or any other terms, conditions or covenants of this Agreement, Owner will notify

Operator, by certified mail, return reeeipt requested, of the alleged default. Operator will have:

30 busingss days from receipt of the written notification: in which 1o dispute or olherwise Tespond
1o the notilication befure Grwaer may allege defoult.

Excepl us otherwise apreed in writing, no waiver by Owner of any breach by the Operator
of any of its obligations, agreements, or covenants hercunder will be desmed to be 2 waiver of
amy subsequent or contining breach of the same, nor will any lorbearance by Owner to seek a
remedy {or any breach by the Operator be decmed to be a waiver by Owner of ils rights or
remedies with respect to such breach:; hewever. in ne cvenl will Operator be liable for additional
payment for reasonably anticipated damages to the Lands caused by Operator’s oil and pas
operations, and inme event will Operator be liable for conscquential damages.

8.  INDEMNITY/RELEASE

A, Dxeept as 10 additional surface damapes andfor erop loss due 1o subsequent
operations as specificd in Pamsgraph 5, and except for & breach of the covenants
and agreements of Operator herein, {?v.»‘m.r hereby releases and agrees to hold
Operator harmless from any and all abitily of ppd further payment for damages
on the Lands which arise or may anse [rom. owt of, ur in connection with
Operator’s drilling and completion of the Wells and related Facilities, and
{Jperator s normal, Touline operations thereafier,

B, Operator agrees 1o indenmify and hold Chamer harmlcss from any and all claims,
darmages and causcs of action arising out of and caused by Operator’s operations
on the Lands that may be asserted by any of Operstor’s agents, emplovees,
subecontractors, contractors or persons cnicring upon the Lands at the request of
Opetator.

C.  The Operator shall indemnify and hold Owner harmless from any and all claims
of whatever nalure whatsoever by Crwmer or third parties ariging. from or related to
Opemator™s conduet of operalivns gn owners property (excepl for crop and surface
use and damage for which Owner is compensated under Paragraph § ahove).
O’pfammr shall indemunify and hold (hwner harmless from any and el claims
ariging from or related o Opemlor’s conduct or operations wunder the
Comprehensive Environmental Hesponse, Compensation and  Liability Al
Respurce Conservation snd Recovery Act, Uil Pollwion Act, Clean Water Act
and all other state and federal laows, rudes, or repulations,
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9. WAIVER OF 30-DAY NOTICE, Owner hereby watves the minimumn 3-day
written notice roguirement [or operations (o b epin aml any other notice or consultation
requirements of the COGCC, Without waiving the foregoing, Operator agrees it will provide an
initial notice to Owner afier it has submilted & request Tor permit t deill from the COGOC.

1. NOTICE FOR ADDITIONAL OPERATIONS. Operator will comply with
COGCC rules and regulstions reguiring that advamce notice be provided to Owper Jor
subsequent operations on the Wells, including, but not limited to, reworking operations lhercio,

LT PR

v 1. NO1 Motice by cither Party will be prompily given, omlly if possible
{with the ﬁiﬁ&p’[ifm of ’ihﬁ defanlt notice deseribed in P&wgﬂaph 71, with subsequent wrillen
confirmation sent by [nited States mail, postage propaid and addressed tw either Parly at the
address as designated below, ot o such other place as cither Party may from tlime-to-time
designate by notice 1o the other:

Owner: Dperator;

Booth Land & Livestock, LLC Petro-Capada Resources (LISA} Inc.
Post Office Box 72 Attention: Mar 3. Gillman
Lugerne, CO BOA46 G99 181h Sireel, Sgite 600

Phone: {970} 353-7055 Denver, CO 302062-2499

Phone: (3033 297-2100
Fax: {303} 297-7708

12.  BINDING EFFECT. The covenants and conditions herein contained and all of
the provisions mﬁhm Agreement will ure 1o the benelit o and will be binding upon the Partics
hereto, their respective heirs, representatives, successors o7 assigns. COwner agrees to contact any
and all renants of Tands o any other third parties viihzing the surface m“zm Lands that may be
affeered by Operator’s activities on the Lands. It will be Owner's sole responsibility 1o advise
such third pariies of the axistence of this Agreemenl and Operator’s right to utilize the surface of
the Lands pursuant fo this Agreement for the payment of any consideration, i€ any, due such third
party from Chvner.

13,  CONFIDENTIALITY. The Parties agree to keep the terms and conditions of
this Agreement confidential and will not disclose such matters to any thind party without the
advamee wrilten cemsent of the other, or if erdered 1w do 50 in 2 legal procecding. While the
specific terms hereof are to remain conflidential hetween the Parties, Operalor may recond. 2

memorandam of this Agreement in Weld County, Colorada.

14.  ENTIRE AGREEMENT. This instrument conlsing the entve agreemenl
berwern the Parties and may notl be modified orally ar in any olher manner other than by
agreement in writing signed by sll Purtivs or their IZSPeCtive SUCCCSSOTS Or Assigns,

i5. TERM. This Agrecmert will remain in full force and effect lor so long as
Operator has the right to conduct oil and pas operations op the Lands pursuant to the Leases;
provided, however, that the terminstion of this Agieement will not relieve the Parties from their
respective eblizations or Habilities arising herein prior to such termination,
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I6.  COUNTERPARTS. This Agrecment may be cxeculed by faesimile, I
counterparts, each of which wiil be considered an original and enforceable agaimst either Party,

17.  GOVERNING LAW AND YENUE. This Asrcement will be governed by,
construed and enforeed in accordance with the laws of Colorade.

18.  AGREEMENT TO ARBITRATE ANY DISPUTE OVER THIS
AGREEMENT OR OPERATOR’S OPERATIONS ON THE LANDS. If any dispute arises
between Owner and Operator with respeet 1o this Agreement, the Lease, or from Operator’s
operations on the Lands, such dispute will be resolved through arbilrstion A ny such arhifraition
will be conducted by the Judicial Arbiter Group (“JAG™ in Denver, Calorado, by a single
arbitrator emploved by or associated with JAG. Such arbitralor will have at least 10 yiars
experience in oil and gas, either by work directly in the industry or as a lawyer or o judpe
familiar with oil and pas issues. Either Party may serve upon the other 2 demand for such
arbitration, which should be served by fax and mail, or by hand delivery. Owner and Crperator
agree that if either of them inifiates 5 demand (or such arbitretivn, Owner and Operator will
therealler attempt 1o mutually agree on the seleetion of pre of the JAG arbitrators W be the
arbitrator, Owner and Operatar will confer on the selection of such arbifrator within L0 days
after the demand for arbitration is served, and will agree upon the selection of & JAG arbitrator, if
possible, within 20 days after the arbitration demand has been served. In the event that Dwner
and Operator are unable to agree on the selection of such arhitrator within this 20-day time
period, then (rwner and Operator will each submit to JAG, via fax, the names of three arbitrators
(meeting the requisite expericnce spocifed above) who are employed by or associated with JAG.
whom each would find acceptable 1o be the arbitrator. Such submission to JAG will be made on
the fifls business day afier the 20-day time period referenced above has expired.  JAG will
thereafier select from the names submined by Grwner and Operator a single arbiteator who will
heer and decide 1he arbitration. The arbitrator will fssue an arbitmation decision within 30 days
afler the arbitration hearing is concluded. In the evem that TAG no tonger exists, the arbitration
will be conducted by an American Arbitrmiion Association arbitestor under the rales of the
American Arbitration Association then existing, Any decision by the arbiteator relating 1o the
dispute between Owner and Operator will be final and binding upon both Orwner and Ciperator,

19, SUCCESSORS, This Agreement constitutes a covenant rnning with the Lands
and will he binding upon and inure to the benefit of, and be enforceable by, the Parties and their
respective suctessors, administrators, trustees, executors and assigns,

20, AUTHORITY OF SIGNATORIES. The signatories below declare, warrant and
represent that they have the authority to enter into this Agreement on behalf of their respeetive
principals, il any.

71.  ATTORNEY'S FEES AND COSTS. The Parties sgrec (hat the prevailing Party

in amy action resulling froms 2 substantial breach of this Agreement will be emitled 1o is
reasonable attomey’s foes and costs incurred (herein,
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IN WITNESS WHEREOF, the Partics have set their hands, the day and year first written C
above.

BOOTH LAND AMND LIVESTOCK, LLC

By Q}/yfﬁ’;! //j%\ ) _,:

Mark C. Booth, Mamgcf

OPERATOR:
PETRO-CANADA RESOURCES (USA) INC.

Mari S G lmaﬂ, R-a:gmm Lamémm
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EXLUBIT “A” |
Township: 5 North, Range 67 West, 6" P MQMR Ef

Section 25 All

| JUN 26 2008
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