
SURFACE USE AGREEMENT

:JJ L%f 

This Sui-face Use Agreciiiciit ("Agreerricrit") is iiiade and entei-ed itito effective tlils day of 2013, bv 

aiid between Davi(I an(I Lynn McDonou(yh aiid The Davi(i M. McDonough Triist, witli an address of 307 1^. 

Cotitity Line Rd 1, Johnstown, CO 80-534 aiid Jticlitti Elaine Folley Family 'Fi-ust with aii address of 1608 E. 

C'otiiity Line Rd 72 Welliiigton CO 80549 (liereinaftet- collectively referred to as "Owncr" oi- "Sui-face Owiier") 

atid Kerr-McGee Oil & Gas Oiislioi-e LP, a Delaware liiiilted partnership, witli an address of 1099 18th Street, Suite 

1800, Denver, CO 80202 (liereiiiafter referrcci to as "Operator") and Kerr-McGee Gatlieritig LLC. ("KMGG"), a 

Delaware limited liability coiiipany, with ati address of 1099 18th Street, SLlitC 1800, Dcnver, Colorado 80202 

(lici-eiiiafter refei-i-ed to as "KNIGG").

WITNESSETH: 

WHEREAS, Owner owns the SLirface estate describe(I oii Exhibit A attached hercto (the "Lands") as well 

as the iiiiiieral estate under the Laiids; atid 

NN'HEREAS, Owiicr lias developed portions of the Lands aiid lias plaiis to develop otlici- poi-tiolis of the 

Lands which plans iiiay lIlCiLide plaiiiied conilll Lill ltieS fot- residential, commercial, agriCLiltLiral, iiidLIstrial and othcr 

development; and 

WHEREAS, the parties have, on tlils date, entered itito an Oil and Gas Lease covering the mineral estate as 

shown oii Exhibit A. 

WI-IEREAS, Operator plans to drill, oil and gas wells oji ilie Land at diffel-eiii tiiiies purstiatit to Oil aiid 

Gas Lcascs froiii Operatioiis Areas in accordance witli the terms of this Agreement ("Wel Is"). 

WHEREAS, tile parties wisli to ciitei- iiito an agreement coiieci-iiiiig the use by Opoi-atoi- of poi-tioiis of the 

Laiids for tIlC pLirposes ofdrilling, compictliig, and operating oil 'and gas wells on the Lands consisteiit witti Owner's 

existing and plaiiiied developiiieiit of the Lands. 

NOW, THEREFORE, in consideration ot' ttie MLItLial promises contained herein, and other good and 

valLiable consideratioii, the receipt aiid sufficleiicy of which is liereby acknowledged, the parties agree as follows: 

1. Ri!,,ht of' Use. Owner liereby gIves and graiits to Operator, its ageiits, employees, drilltiig 

contractors, wid i-clated service companies, subject to the tei-nis of tlils Agrccment, the non-exclusivc i-icylit to ciitei, 

Llpoii aii(i LISC ilic Lands foi- the pLil- POse of drillitig, coiiipleting, aiid prodLiCillg one oi- iiiore oil and gas \vells at legal 

locations or at SLIch exception locations as at-e approved by the Coloi-ado Oil & Gas Cojiservalloti Coiiiiiiissioii 

("COGCC"), together witli rialits-of-way aci-oss the Lands aiid a(ijaceiit lands owne(i by Ownei- iiecessary to 

coiistruct and iiiaintaiii one or iiiorc access roads, well sites, taiik battei-ies, and pipelines In coiiiiection witli ttie oil 

oi- gaswells to be (it-lllcd by Operatoi- tipoil the Laiids, all M accordance witli., and subject to the limitations set fol-til 

In, ilils Agreenient. The rights of Operator to use the Lands as set fortli lierein are non-cxclusive, aiid O\vner 

rescrves the right to use all access roads, aiid all SLli-face and sub-surface Lises of the Lziiids, ajid to grant sticcessive 

easeiiietits oti oi- act-oss ilic Laiids oii sticii ternis and conditions as Owiier deciiis iiecessary or advisable, provided 

that O^.Nqier's use and all othei- uws aLlthorized by Owiicr do not Litircasoiiably iiiterfere witli the operations ol' 

Operator.

2. Notil-icatiori ati(i Coiistiltatioii. 

(a) Attached liereto is aii Exliibit B that depicts gelierally tlii-ec (3) oil all(i gas olici-atioiis 

areas in wlilcii Operator will condLICt its operations ("Oil and Gas Opet-atioiis Areas"). Cotisisteiit "iitli the 

Colorado Oil alici Gas Regulatiotis ztiid prior to commenciiig aily operatioiis oi- iiiitiatiiig the drilling of any 

well within the Oil and Gas Operations Areas, Operator shall iiotifv Owner of its plans to inClUde the 

locatioii of each road, pipeline, power liiie, tank battery, oi- oilict- facility to be placed in ilic Oil and CTas 

Operatioiis Ai-ea(s) in wlilcli opei-ations ai-e to be conducted. Except as otherwise provided in this 

Agreement %vith respect to roads, power lineS ., Lindergi-otitid powei-Iiiies, traiisformers, electrical boxes, 

Stiri'Lice LJse Agreement



cabliiets, flowlines, water pipeliiies and pipclliies, all of Operator's activities shall be i-estricted to the Oil 

and Gas Operations Areas and Ownct-shall not OCCLIpy aiiy portioii oftlic 0*1 atid Gas Operations Ai-eas foi-

aiiy purpose, it bclilg spccirically agreed that the Oil and Gas Opei-atioiis At-eas are foi- the exclusive use of' 

Operator. No gas treatniciit or gas pi-ocessing facility shall be place(i on the Lands, other than standard 

wellsite separation, artificial lift cqtilpniciit aiid deliydratioii eqLlipiiient. 

(b) To the inaxinILIM extent possible, Operator's access to its Oil and (ias Operations Arcas 

and ttic placeiiiejit of pipelines and power lines (to the cxtent they are located OLItSide of the Oil and Gas 

Operatioiis Areas) will bc along the section lines of the Laiids. Owiiei- recogiilzes that Opet'atoi- will liave 

to construct access roads, pipe[iiies and power lines fi-oiii the sectioii lines of the Lands to the Oil and Gas 

Operations Areas. The locatioii of sucli access roads, pipelines and power lities will be dotie in consultatioli 

witli Owner. 

(e) Pi-ovided IlltItLIali V acceptable altci-iiate locations are agreed upoll by Owner and 

Operator, Owiier shall liave the right to reqLtil'C Operatoi- to relocate (iiiy i-oads, pipelines, power iiiies, or 

otlier surface or un(lei-gi-ouii(I facilities (excluding any well) tipoji iiinety (90) days pi-lor Nvritten noticc to 

Operator Ul tlle CVCIIL that SLICII I-ClOCcItiOn is necessary to Owner's use of the Lands so long as the 

alLcriniLivC locati011 IS technologically and operationally feasible. All i-clocatioii expeiises will be boi-lic by 

0-vNiicr and Operator will iiot bc reqLlli-ed to iiiove any of its facilities iiiitll pi-ovisloil lias becn made for the 

payii-tent Of SLICII expenses to the reasonable satisfaction of Olici-ator. 

3.	 Compensation. As competisatioii for surface daiiiages for LISC of Owner's SLirface estate, Operator


shal I pay to ONNmer the fol lowiiig: 

(a I ) The SLIIII of Teii Thousand Dollai-s ($10,000) for eacli horizontal well and Two Tliotisaiid 

Flvc HUndred Dollars ($2,500) foi- eacli verLical oi- ciii-ectional well in cacti Oil atid Gas Operatioiis Area foi-

the drilling of wells aii(i the location of related facilities tipoii tllc Oil aiid Gas Operations Areas wilicli 

payiiient itICILIcles the access i-oad, traiisfoi-iiiers, clectrical boxes, cabinets, flowlines, aiid water pipelines to 

the Oil atid Gas Opei-atiotis Areas, payable pi-ior to comniencenictit of surface disturbing activities. 

(b) If applicable, the fees aii(i conipensatiori payable by Operator to Owllcr for tllc 

HISLL'Illation atid locatioii ajid opei-ation of any coriipressor on the Laiids shall be negotiated in goo(i faitli by 

O^vner ajid Opei-atOl- Llii(ler a scparate agreciiieiit. 

(e)

	

	 Provided Ow-ncr is in compliance witli tlils Agreement, Operator agrees. that it will iiot
t:^ 

object, opposc or seek to prevent Owiler froiii (1) obtaining, any reqLlii-ed periiiits to develop the Laiids for 

such residential ., coiiiiiiercial, iiidtisti-lal an(I OtilCl- LISCS of any kiiid as Owiier detei-niiiies froiii tliiie to tinic, 

or (it) so developing tllc Lands, SLibject to Operatoi-'s rights tiii(ici- this Agreemeiit. Operatoi- agrees to 

execute aii(i dcliver letters of suppoi-t of aiid non-ob.l ectioll to sucli developtiient by 0^vner as niay be 

requested by 0,,N-ner froni tliiie to timc. Likewise, provided Operator Is in compliance witli tlils Agreement, 

Owjict- will ilot opposc aiiy permit application Operator subiiilts to the COGCC or any state oi- local entitv 

liavirig jLll'lsdictioii of soiiie ot- all of Operator's activities heretiiider or iiiidei- the Oil aii(i (ias Lease of even 

date so long as sal(i application oi- pet'lilit is consistent witli tlils Agrceniciit, and, if iiecessary, Owner will 

reflect its support to applicable local governniciit des*(, ,nccs ("LGDs") coiicei-iiitig Operator's act*v't* I	 i i ics on


the Lan(is. 

(d) O,.vner aiid Operatoi , ag-rce that once the Oil aiid Gas Operatioiis Arcas havc been 

establislic(i in accordance with Sectioti 5 liereof, Ownei-, witil the cxception of the setback reqtiireiiicjit of 

COGCIC i-itle 603.a.(I), sliall automatically be deciiied to waive the setbacks provided foi- in COGCC rules 

incltidin(Y., btit iiot liiiiltcd to, tllc setback aiid ottier requireiiients of rulcs 603.a.(2), and 604. of the rtiles atid 

reaulations of the COGCC i-elatiii(y to property Iiiies aiid high density aiid designated outside activity areas, 

as tlicy may be amended froiii tiiiic to time. Owner ftirtlici- aiid sltiiiiai-ly sliall be dcemed to waive its right 

to object to aiiy othei- state ot- local setback i-CC I Lliremetits oi, otlicr i-equireiiients oi- regulations that are or 

becoiiie iiicoiisisteiit witli this Agreeiiietit or that woul(i prollibit or interfere witli the riolits of Operatol-, its 

successors and assigiis, to explore foi- aiid pi-odLIce the oil aiid gas in accordance witli tiils Agreement. 

Operatoi- or its sticcessoi-s aii(i assigns iiiay cite the waiver in this paragi-aph in order to obtain a location 
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exceptioii oi- variaiiCC Llflder COGCC I'LlIeS 01- it-oiii aiiv otliei- state oi- local oovernmental body havin(-Y 

iLIl-isdictioii over the ol'I and gas operattions coiiteiiiplated liereby iiicltidiiig the City. Oiice the Oil aiid Gas 

Opei-at'lons Areas have been established, as set fortli in Section 5 hereof, ON^iier agrees not to ob'cct to the 

tise of the surface in the Oil and Gas Operatioils Ai-eas so long as sucli use is consisteiii with fliis 

Agreement and Owner will provi(ic Operatoi- or 'ItS SLICcessors and assigns with any and all written SLipport 

they may reasonably require to obtain permits ftoiii the COGCC or aiiy local Jurisdiction. In considerat 1011 

of the ioregoing, Operator waives its i-iglits to object to fLItLit-c developiiient of the Lands based Llpoii any 

state or local setback rcquirement that i-egulates ho ", close sLich ftItLit-c development iiiay encroacli Lipoil 

Operator's facilities, and ftii-tlier agrees that Owiiet- iiiay cite the walvei- in tlils paragrapli in order to obtain 

aii exceptioii oi, variance to setback reqtilt-ciiieiits froiii any state or local governmeiltal body liavilig 

jLlj-lsdiction ovci- the Lands. 

	

4.	 Road Consti-tiction and [Jse. Subject to Section 2 above, any i-oads constructed or uscd by 

Operator oji the Laiids sliall be coiisti-tictcd oi- uscd to the following specificatioiis: 

(a) To the maxitnuiii extetit reason ',ibly possible, Operaloi- ^vi I I use existliig i-oads designated 

by Owner foi- its operations if sticii use is operalloiially and cconornically fcasibic in Operator's jucl[gment 

reasoiiably exci-cised. 

(b) Tllc SUrface of all roadways sliall be macle of coiiipacted gi-avel, aild stiall colliply witil all 

reo"LlIations oi- laws applicable tO SLIcii roadways. Ali iiiterjoi- i-oadways, witliin the Oil and Gas Operations Ln 

Ai-eas, shall jiot exceed ililt-ty (30') feet in wi(ith foi- ti-aveled surface. All i-oadways along the section liiies 

of the Lands sliall he thirty (30') feet or more in width foi- traveled surface. Opei-atoi- shall cotilrol dust 

from all pi-lvate aiid pLiblic (SLibject to COGCC aiid local govei-iiiiiental appi-oval) roadways tlii-ougli ille 

applicatioti of ati appropriate dust suppressaiii. An,,, i-oacis coiisti-ucted by Operator shall be improvcd as 

may be necessary aild O-%vncr aild Operator agree that otice surface developineiit begins, the parties will 

consult with eacii otlier and agree oti liow ilie roads used in the opci-atioiis of the oil and gas activities "vill 

be merged iiito the development roads. Any shared roads with the developineiit atid i-eqLlired Lipgraded 

matcrial for roads and transitions to the stand.'11-d oil and gas roads (streets, aproiis aiid sidewalks) will be 

paid for by the O\,vner or ftitut-c developers of the Lands. 

(e)	 11'reqLleSted by Owtier, access to the Lands of Owncr fi-oni any public road, or froiii tiic 

laiid of anvad*oining Landowner, shall lie coiiti-olle(i by a s ,.vinging metal gate in additioii to a cattle gtiard. 1	 .1 1	 1	 1:)	 t) 

(d) Culverts shall be placed in low at-eas for pi-oper drainage. 

(e) Through d'l'	 '11 exerc'se its best efforts to assure that no I lgellt C01111MMICal.1011, opei-ator wi	 I	 I 

off'-i-oad travel is perniltted and partICUlarly iio off-road it-avel ^N;hlch has the effect of wldcniii j., the 1-oa(l ol-

area of daniage oectirs. 

( t) 'I'lic use alid COIlSti-LICti011 of roads b,,, Operator oii the Lands is a noii-CXCIUSiVC LISC, aild 

Ovaier mayal low otlici- partles to usc said roads and niake a cliarge therefor. Hmvever, Operator shall liave 

the right to assess ottier iioii-agriculttiral tisers of ilic i-oads (except foi- Owner) for their share of 

iiiainteiiaiiec work pei-fbi-iiied by Operator. 0 ,,vner shall liave no responsibility for road iiiainteiiance. 

(g)	 Owiier may lock gates aci-oss its private roads, provided ttiat Operator shall liave tile I-iglit 

to place its o"ii locks on sLicli gates. 

(b)	 No roads oii the Lands shall be used by Operatoi- foi- access to hands not stibJect to tlle 

1 -case W11110LIt a sepai-ately negotiated agreement. in 

	

5.	 Oil and Gas Operatioiis Areas. The Tlii-ce (3) Oil aiid Gas Operations Areas depicted on 

ExIijbitB sliall be liiiiltcd to fliat 1IL11iiber and SLIch Oil aiid Gas Operations Areas will be utilized foi- di-iiiiii( Y L' I 

conipletion and rewoi-king/recoiiipletliig activities. During tliesc acti-vitics, tllcsc 3 Oil and Gas Operatiolis Ai'Cas 

shall coiiipi-ise and impact approximately tweiity (20) total acres of the Laiids. 
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