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SURFACE DAMAGE AND RELFEASE AGREEMENT

Yhis Surface Damage and Rebease Apreement (“Agreemcnt™ is made and entered nte thy i i3y o
August 2007, by und between Faulkaer Dairy 11, LLC (“Owner™). and Pewo-Canada Resources (US4) fc..

formerty kmown os Pruma Oil & Gas Company (“Qperulor™). sonetimes ceferred 10 tach 25 a “Parn,” oF
wollecuvels as the “Partis,™

WIINLSSETIL

| ur anif in conssderation of the covenants and sercenkents contained herem, and for ether good and valusble
conswizration. e receipt and sulficiency uf which are herchy acknowledped, the Parties agree a follows

l OWNERSHIT (ramcr i the surface awner of oeetain lands locared m Weld County, Colorada 2s
maore specifically described as foliows (~Lunds™)

Township ™ Novth, Range 64 West, 6™ P.M.
Sectinn 30 Part of the NE/4

Uperalor owns a worklay or eperulmy mteresd m 3 valid uif and g Jease ur leases covenmy all or poruois uf Lhe
{.ands or lands pooksf of included in 2 spscing ume therewith (cach a “Lease,” coliectively. the “Leases™)

Z OPERATUR'S Ol AND GAS OFERATIONS ON THE LANDS Operator may dnil or
cause to be dnlled an oit andior gas weil or Weil on the Lands (“Welf™). In order for Operstar 1o drill, construct,
complete, produce, mamtam, and operaie the Well and al} facilitics associated therewrth, including, hut pol fimuet
10, acoess ooty {“Acceyy Hondy' ), pipeboes. Aow hows, separtons. tmk battenes  electne hines and any other
[actlines or property nevessary for Operator to conduct operetions on the Well icach 3 “Faeshity,” collectively, e
“Faeilities™), 1t 15 necessary that Operaior enter and utilize a portion of the surface of the Lands.  The Parues coter
inter thys Agrecment w exuleme ther entice agreement reganding the pavment of surlace dumages, entry, surfece usc.
anyf sy other maliers relaung to Operator » ust of the Lands

i LOCATION The approvimate Tocation of the Well the Access Rouds to the Well site and certain
ather Fusthiies 10 be constnided on the Lo are depieted on Lahibil “A ™ Any matenal changes 1o such locations may
be muade by Opesitur wilh the conwent of Owner, which will not be unreasanably withbeld, but will ot unduly interfere
with Owner's exisung use of the surface estire. Operator 2206¢s not 16 s any moee of e surfore of the Lands than 1s
Teasonably necessany o conduct 1= aperations, proyided, however, that exh Well site wilf not exoeed 1.75 acres, or 250
foot by 330 feet in arca, ahsent woitien coment from the Owner.

4. CONDUCT OF OPFRATIONS. Operator's eperations on the Lands will be conducted pursuant
o the e of the [eases, this Apreerment. and the ruies und reyulations of the Colorado O & Gas (Canservanon
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bat not lonited fo, drillisg, complebng, cquipping. and operating of the Well, there 38 unanticipated damage to
personal property of the Owner, including, but pot limited to, origation YWell fenqes, culverts, bridpes, pipeiines,
ditchics, or irrigativn sysiems, Operator will repair or replace such jtems afler consulntion with and to the
reasomsble sutisfaction of the Owmer. Owmer will nonfy Operater of any items damaged wller the Wells
construction and Uperator wilt repair or replace sach items after consultation with the Ow per withup 15 days of

orCcurrencs.

6 ADNMTIONAL SURFACF_USE PROVISIONS, ACCESS ROADS, FENCES AND
FACILITIES With respect 1o 1t$ operarons on the 1.ands, Operator will comply with the following provisions:

A Ao s Hoads:
) Acorss Roads will not excoed 20 feet in width.

{iH) Operator wall ke reusomable steps 1o msure that all of ity vebicks acotssing the
Tands on its hehalf remain on the Access Roads by installing a teesporary fence if applicable.

[{1%)] Operawr will provide Owner with a minrmwn of 10 days price writien nohice
before restoring the surface of all Access Roads 1o be permanenlly stendonsd by Opendor  No fster
than 10 days followmg reeeipt of such notice, Owner may clect. m wimhng, not to have such Access
Rosgs abandoned by Operstar  In such event, Operator will have no Tiabilny under this Agrecment,
Lhe Lense. or otherwise, ie restore the surface of the Laxds utihzed ax Access Roads  Ialure W timely
respond will be decmed as Owner's clection that Operater proceed with the abandomment of the
Access Roads and the restoration of the surface thoreaf

{iv) Operaor will stockpike and save my wpsid removed winle constructing Acoesy
Roads for rehaiitation or re-seeding as resscmably directed by Owner.

1¥) Operatoe will mamtain all Access Reads s pood repaur and condiien
B. I'ences.

(i} Owner may roguest thar Operator install fences snd livestoch guands on the Lands
If inszalled, all such feoces and livestock goands will e mamiamed m good condiéon by Operator
and vpon temunation of thas Aprecment. will becomne the property of Caner

(ii}  During drilling opcranions, Operator will iostall ¥ termporary fonce around the
perineter of the well <ite.

(11}  Surface Restoranon

Vipon permianent cessation of Operalor™s operations on the Lands, all arcas thereof occupied
ur uttdized by Operator wall be restored by Operator 1o therr onginal eontaur 85 nearly as is remarmsbly
practicable, and re-seeded if so roquested by Owney; prowided however, thst Opeator’s intent (o
abandan any Acocss Roads will be suhject 1o the pravisias of Parsgraph 6{AXrv) hicrem

¢ Other
(1} Operaeor Wil install cubverzs on the Tands dat may be peessary 1o mamiain
present dramage and iegation otherwise a{lecied by 1is eperations on the Lands.

fil)  the Owner. including, but not lmueed fo, wrigation Well, fences, culverts, bridges

pipchines, driches. or wrigation sysiems, Operator will repar o replace such dems afler consuliabon
with and to the resonahle fisfcton of e Owner.  Orwner will ooty Operaor of any items
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damaced after the Woill's construction asd Operator will mepar or neplaze such deaw after
wemratitation wich the Owmer withm 5 days of occurmence

{iii}  Opermor aprees that all erash, refuse pipe, cquipment, liquids, chemicals, or other
materials brought on the Lands that are ndl necessary fiw contaied operations of the Well will be
remowed and disprsed away fom the Eands incloding bentonite dup up during pit excnation oo
bater than 30 duys efler the completan of the Well. No such items will be bumed of bured on the

Lands,

7 DEFAULT AND REGHT TO CURE In the ovent of afleged defandt by Operaror in the payment
of any of the sums hereinabove provided ta be made, i ohligations to be performod, or any other terma, condittons
or covenants of this Agreement, Owoer will aolufy Opevxtor, by certified sal, retorn seceipt requested, of the alleged
default. Operator will have 30 business days from reempt of the wniten notilication i which (0 dispute or otherwee
respoad 10 the notificatron before (rwner may alicge defauht.

Except as otherwise ameed in writing no warver by Owner of any breach by the Operator of any of s
ohligations, agreements, or covenants hereunder will be deemed to t a waiver of any subsequent ot contineing
brsach of the same, por will any forbearanee by Owncr to seck a remedy for any hreach by the Onperator be decmed
10 be 2 waiver by Owrrer of its nghts or remedies with respec! 10 uach brmach; however, in oo event will Operator be
liable for sdditwnal paymemt for measonsbly mucipated Jamages to the Laub ssused by Operator's ol and gas
operathons, and in ne cvert will Operator be liable for consequential damages

3 INPEMINE Y/RELEASE. Opevator sprees o mdemmty and hold Owmer
harmiess from any and all clams, damares and causes of action ansmg out of and caused by Oporator’s oporahons on
the Lands that may e ssserted by any of Operstor's agents, employcces, suhooiMracTont, coNTIaclonrs or paroms entering
upon the |anmds at the request of Operacr

@ WAIVER OF 30-DAY NOTICE. Uwncr herchy waives the minimmum 30-day wiitten notice
requiremcnt for operations to begin and any other notice or consulation requerements of the COGOC Without warvng,
the foregning, Operator ageees 1t wilk provide an initial sotice to Gwrer afler 1t has submitted a request for permit to drill
from the COGCC,

10. NOTICE FOR ADDITIONAL OPFRATIONS Operator will comply with COGCC rules and
Teguiations requiring dat advance motice be provided 1 Oweesr for subrecuent operabions on the Well, mehuding, but not
himited 1o, rewkrking operslons hereio,

1R ROTICFS. Notice by either Party will be privoptly given, orally il possible {wath the exception of
the defsull notice described m Pamgraph 7). with subsequent wrsten confirmation sent by United Staess moil,
postage prepaid and addressed 1o crther Party at the address as designated below or 10 axch other plce 25 cither
Party may frum time to me designatc by notice to the other:

Ovwmcr Oprralor

Faufkner Dairy Petro-Canada Resources (TISA) Tne,
300 L 16™ Strem #301 Anention, Edward L McLaughlin
Greeley, CO 80631 1099 18® Strect. Suste 400

{970) 156-3693 Denver, CO 30202-1904

Phonc  (303) 207-2£00
Fan (O 2977708

12, BINDING EFFECT The covenants and condhions herem contained and ali of the provisions of this
Agreement will i ¢ the benefir of and will be bindiog upun the Pirties hereto, their respective heirs, reprrentatives,
weesyors or asgns  Owiler agoes to comtact any and all tenants of Lands oc any ather thrd pares utdiomg the
wirface of the Lands that may be afledied by Opcrator’s activities on the Lands. 1 will be Orwier's sole responssbilin 1o
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mivise swh il parmics of the cxistence of ths Agrevmem and Operater®s right to utilize the surface of the Lunds
pursism( to thos Agreenent far the pavment of amy consideratron. 1f ary. doe such thud party from Owner

i3 CORFIDENTIALITY The Parbes agroe o kecp the torms and conditions of thes Aproese
confidential and witl ot disclose such mmtters fa any third parmy sathout the advance wiitten consent of the other. or if
vrdered 10 do 30 tn a legal procecding, Wik the spreific torms bereof are lo renszim confidential berween the Pemies,
Operator may record o memorandum of thes Agreement in Weld County, Calorado.

id4 ENTIRE. AGREEMENT This mstument conlams the eotine sprevnem between e Paries and
mmy oot be modified amlly or 0 any other manner ather than by agreement in writing sugned by aft Parties or therr

respeCtive SUCCESSOTS OF 4S5IERS.

31 TERM. [lus Apreement will remam io &l force aod effat for so kang as
Operatr has the npii 10 conduct o1l and gas oporhons on the Lands pursuant w the Leases: provided. however. Lhat
the termination of this Aprcrment will no! mlieve the Parties from ther eospective abliganions or fishilitics arising
herein prior i such temunation.

16 QOUNTERPARTS, This Agrecmend may he cxcculed by facsimile,
counterperts, each of which will be comiderad un vrigmal wd enforveable agaimst exther Pany.

17T GOVERNING LAW AND VENUE. This Agreement will be poverned by, construed and
taforced m accordance with the faws of Colorade.

18 AGREEMENT _TO ARBITRATE ANY DISPUTE OVER THIS AGREEMFNT OR
OPERATOR'S OFFRATIONS ON THE LANDS. If any dispule arises hetwean Owner and Operatar with
nespect to this Agrewment. the Lewse, or from Operalor’s vpémtivas on e Lunds, such dispule will be resolved
through erbitrehon  Any such arbioation wall be conducted by the Judicia! Arbiter Groop ("JAG™) i Dowver.
Coletado, by a single arhwtraror emplayed by or associated with JAG  Such arbitrator will have ar beast 10 years
expericnce mr o4 and gas, edher by work directly i the mdostry or a3 a lawyer ar a Judge failiar with oil and gas
1s3ucs, Luther Party may serve upon the other o demand for such arbatratson. which should be served by fax and mait.
or by kand delivery. Uremr anxd Operator igmyee that if either of them inmates 2 deoand for such arhitration, Owner
and Operator will thorcafter atiempt to mutually agree on the selection of one of the JAG ashatrators o be The
arbitratnr, (Jwner and Operator will confer on the <efection af such arbitrator wathin 10 duys aller the demmnd for
arbitratinn s served, and will agree upon the selection of 3 JAG whitrator, 1f possible, withm 20 days after the
whitration demand has Heen served. In the event that Owner and Operator arc unable 1o agree on the schection of
such arbitrator within dus 20-day time period, then Owner and Operator will each submat (0 JAG, via fax, the names
of three arbitrators (mecting the requisite experisnce specified above) who are emploved by or associaled with JAG,
whom éach would foxd acceplable 10 be the atrawe. Such submiszion to JAG wiil be mude on the fifth husiness
dixy afler the 20-day tome penod referenced above has expired.  JAG will thercafler sclect fram the aames submisted
by Orwhier and Operator & single arbirator who will hear snd decede the wbitrmbion.  The arbitrator will Issue an
arbitration decision within 30 diys afier the swbitation heartng @ concluded. In the event that JAG no Jorger cxists.,
the arbilration wili be combwted by an Amencan Arbriration Association arbitraror under the rules of the Aumercan
Arbitrision Associmion then existing.  Any dorision by the arbitmior celating 10 the dispuie belween Owner und
Opcrator will b fisal and binding upon both Chaner and Crperator

19, SUCCESSORS This Agrcement constitutes a covenant running wilh the Lands
and will be bindmg wpon and inure to the beacfit of, and be cnfirceable by, the Parfies and therr respective
SUCcessors, administrators, trusices, excoutanrs and assipns

20. AUTHORITY OF SIGNATORIES. The signatones below Jeclare, wimant and represent that
they have the amhorine & enter o this Agreznenl on beholl of thewr respecove principals, o any

21 ATTORNEY'S FEES AND COSTS. The Parmies syures tha the pmvallmg P?B'l}?’ m amy acton
resufting fram 2 substantial breach of this Agreement will be ¢ntitled 1o 1ty reasonable sttorney™s fecs end costs
incurred thercin
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IN W NESS WITFRFOF, the Partics have sct their hands, die day and year {first wnitien above

RESOURCES (USA) INC.
=
et é-_——%—-—»_

#” Agent for Pero-Canada Resources (USA) Inc.

OWNERS

By: “_FW/MW

Name: Mike Faulkner
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EXHIBIT “A”™
Township: 7 North, Range 64 West, 6"
Section 30: All

WA 49
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