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SURFACE USE AGREEMENT AND GRANT OF EASEMENTS

THIS SURFACE USE AGREEMENT AND GRANT OF EASEMENTS (*Agreement™)
is effective the 28th day of November, 2007, between KENT S. T OLLEY, whose address is 832
Canyon Creek Drive, Glenwood Springs, Colorado 81601, BRETT L. JOLLEY, ‘whose address
is 1288 County Road 245, New Castle, Colorado 81647, RICHARD AND MARY JOLLEY
FAMILY LLLP (“Owner™), and ORION ENERGY PARTNERS L.P., whose address is 1675
Broadivay, Suite 2000, Deqver, Colorado 80262 (*Operator™).

A, Owner owns the surface of the real property in Garfield Cougity, Colorado (the
“Property™), legally described as: - .

Township 6 291’ bp.

Section 7: Ef2SE . | .

Section B: ERE/2, W/A2SW, SESW, SWSE

Section 9;: W/2W/Z .

Section 16;"W/2, the south 330 feet of SWSE

Section 17: N/2, SE, N/2SW: SESW ;
Section 18: NE

Section 20:. E2E2, NWNE, NENW .
* Section 21: NWNE, NENW

B, Operator is the owner/operator of a working interest in an Oil and Gas Lease
dated Fanmery 17, 1990, recorded in Book 775 at Page 629, of the Garfield Couty records
granted by Richard C. Jolléy, Mary Louise Toiley, Brett L Jolley, Kent S. Jalley and Ame E.
Jolley; and U.S.A. Oil and Gas Lease COC 51146 dated April 1, 1990, and recorded in Book'
776, Page 908 of the Garfield County records (together the “Leases”),

C. Opel'amr“risliestodziﬂaﬂdiﬁonaloﬂandgaswellsonﬂlehopﬂtyanﬂ
directionally to adjacent lands for thie extraction of hydrocarbéis,

D.  Owner entered into & Surface Use, Access and Right-of-Way A greement dated
September 28, 1999, and a Letter Agreement dated May 6, 2003 and recorded at Book 1531,
page 424 of the Garfield Clerk and Recorder’s Office (“Prior Mesa Agreements™). Owner end
Operator desire to terminate the Prior Mesa A greements,

TERMS

THEREFORE, in consideration of the mutual covenants in this Agreement, and
Operator’s agreement to pay the damages described in this Agreement, the parties agree as
follows:



1.

1.1.

Wells and Well Pads.

Operator may construct well site pads for drilling, completion, re-completion,
reworking, re-epfry, production, maintenance and operztion. of Wells (“Well
Pads™) on the Property, excluding the E2E2, NWNE, NENW of Section 20 and
the NENW of Section 21, Township 6 South, Remge 91 West, consistent with this
Agreement.  Operator, its agents, employees, assigns, contractars and
subcantractors, may enter upon and use the Well Pads for the purposes of drilfing,
completing, producing, maintaining and operating ‘Wells. to produce oil, gas and
associated hydrocarbons preduced from the Property and the lands described in
Section 1.1.2 below, including the ¢onstruction and use of frac pits, tank batteries,
water disposal pits, productiot equipment and other wellsite facilities used to
produce and market the oil, gas and essociafed hydrocarbons.

1.1.1. No Weil Pad shall exceed five (5) acres of distirbed area, including any

cuts and fills &iing drilling. After completion operations for the wells on

the pad ere finished, the size of the Well Pads shall be reduced to a
maximum of one and one-half (1 }4) acres.

1.1.2. As allowed by this Agreement, Operstor may drill the‘maximaun number
of Wells on .the 'WeJl Pad(s) permitted by Colorado Qil and Gas
Conservation Commission (“COGCC”) spacing and density requirements.
Operator may drill directionally from Well Pads Jocated on the Property to
bottom hole locations underlying other lands as fallowi:

(&) Operator may drill directionally from Wé}l Pads located in the
NWNE of Section 21, the NESW of 16 and fram the existing pad in the
SESW of Section .16, Township 6 South, Range 91 ‘West, to bottom hole
locations jry the E/2 of Section 16, end the NWNW of Section 22;,
Township 6 South, Range 91 West; and

(b} Operator may drill directionally from Well Pads located in the
NWSW of 17 and the existing pad in the SESW of Section 17, Township
6 South, Range 91 Weit, to battom hole locations inthe SWSW of Section
17 and the E/2 of Section 18, Township 6 South, Range 91 West

{).  Operator may drill directionally from egisting Well Pads
located in the SESW of Sectiod B, Township 6 South, Range 91 West, to
battom. hole Jocations in the NESW and the NWSE of Section 8,
Township 6 South, Range 91 West,

1.13. As used in this Agréement, “Well” shall mean a well and the
accompanying wellbore {either vertically or directionslly drilled from the
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Well Pad) for the production of oil and gas, and all associated casing and
wellhead equipment.

1.14. No pew well pads shall be constructed in E2SE of Section 7, W28W,

SESW, SWSE, B2SE of Section 8, and the NW of Section 17, and the NE
of Section 18, Township 6 Sonth, Range 91 West. Emstmg ‘surface
locations for Jolley #1-8 in SESW of Section 8 and the existing surface
locafJOn for Jolley #17-6-in SENW of Section 17 mey be_ utilized for
additional wells, and Operator will heve the right to increase the ‘size of
The above descdbed locations to & maximum of 5 acres to allow for the
drilling and completion of additional wells.

1.2.  Prior to the commencement of drilling of any well, Operator shell pay Owner
S per new well that is drilled from the Property and bottomholes in the following locations,
on the Property: Section 7: E2SE; Section 8: S/2, E/2NE; Section 9:W2W2; Section 16: N2NW,
SWNW, N2SW, SESW; Section I'7;8/2,. Except as set forth in the preceding sentence, Operator
shall pay Ownar— per new well that Operator drills from the Propexty: Except as
otherwise provided in this Agreement, such payments thall constimte payment in full by
Operator for all damages to the Property associated with the drilling, construction, completion;
rescompletion, reworlnng, résntry, production, operation and maintenence of ﬂwWell(s}

13. The slope of'aWellPad to any ditchy; road, or other improvement shell be no
greater than 2:1.

14, All gbove-ground pemmanent strucures on the Well Pad(s) and above-ground
pipeline structures shall be painted with appropriste earth-tone’ colors to blend with the
surroumding landscape, smd shall be screened with containerized planting zs described by the
NRCS (National Resource Consexvetion Services) techniques giide. Operator shall use diligent
efforts to minimize disturbances to.exiziing trees and vegetation near the Well Pad.

1.5, Noise levels shall not exceed COGCC rcgulatums.

1.6. Al] drilling ﬂmds and snud shall be handled in accordance with COGCC
regulations, No fluids, mud, soil, or otber substances created or derived from operations
conducted off of the Propecty shall be deposited on the Property. Nothing in this section shall
Jintit Operator’s right fo bring onto the property, use, and reuse clean frac water.

1.7.  Atall times during drilling operations and thereafter, theWellPadshnllbe fenced
with five-strand barb wire fencing affixed to sturdy wooden posts spaced su:;{ﬁ) feet apart at a
height not less than forty-mght (48) inches.

1.8.  Any irrigation or tail water ditch or pipe located within the Welt Pad shall be left
jptact or rerouted to a location approved by Ownex so that the del.wa:y of water on the Property
is not disrupted. Operator shall be responsible for any repair and/or maintensnce of amy
irrigation ditch or pipe located within the Well Pad.



1.9.  No debrs, slash, or other materials shall be bumned on the Property (except for the
flaring of gas), nor shall such materials be buried on the Property, without the express written
consent of Ovwrier, which consent may be conditioned or denied in Owner's sole discretion.

1.10. Reserve or drilling pits used on the Property, if #ty, shall shall be plastit lited dunng
drilling and cormpletion operations. All plastic lining shall be removed during initial reclamstion
and not buried in place’ Excavated material shall be replaced within ﬂmt} {30) days of
finalization of completion opgrations at the associated Well Pad.

L. 11 No oper pit mining sha]] bc permitted on the Pmputy The’WEiI Pad shall be
utilize electronic ﬁeld manitor devices oi:“ﬁnoﬂm- type of momtormg systcm sitandard in the
_ industry on all Wells.

1.12. No_compressor umits or stations, processing plants, evaporation pits shall be
Tocated on the Pripedy, except as shown in the SESE of Section 20 on the attached Exhibit A,
Feor each comprwsor unit, Operator will use sound mitigation measures thet are reasonable and
customary and that resiilt in sound levels that comply with govemmental laws and regulations. In
the event Operator deems that a compressor station is necéSsaiy; Opemtor shall pay Owmer
$50,000 prior to connnencanent of cottstictori.

2, Road, Pipelines, end Related Issues.

2.1, Roed. Owner grants to Opersfor a mon-=xclusive access easement (“Road
Easement™) on the Property for ingress and‘egmss by Operator and its employees, coniractors,
sub-confractors, agents, and business invitees as needed to conduct o0il and gas operations es
described in this Agreement, The Road Easement shall be appmmmately twenty (20) feet in
width, being ten (10) feet on each side of the centesline. .

2.1.1. The road shall be constrncwdm accordance with the stendards of BLM Resource

" Roads, as desmbed in “Surface Operating Standerds for Oil and Gas Fxploration and
Development” 3% Edition, prepared by BLM/FS Rocky Moxmmm Regional
Coordinating Costmittes..

212. Road construction that reguires cuts and fills shail be minimized to the maximum
extent possible.

2.1.3. Culvexts shall be installed at ditch and drainage crossings when requested by
Owner where road cross such ditches or drainages, and shall be sized to prevent
obstruction to the free flow of the volumes of water being carried, iriclusive of flood
stages. Operator shall protect all water sources and conveyance structures, mcluding but
not limited to the natural flow of creeks, wells, and ditches, from all aperational sctivities
and shell immediately remedy any diversion, curtailment, or blockagoe of witer flows or
cantaminetion of water sources.



2.14. The road shall at all times be properly graded, draimed, graveled, and maintaingd
by Operator from commencement of operations through final reclamation of the Weil
Pad(s) or termination of this Agreement. Further, Operator shell keep the Road Easemnent
m good order, at all times free from lifter and debris,

2.15, Permanent gates sHall be installed at each pqmt where ‘the road inférSects
perimeter or cross fences. IwanerorOperatorchoosmtolockanygateonthemad,
keysf shall be prowded to.the ofherparty )

2.1.6. Operator shell ebide by a 15 mip.h, speed limit at all timties' on all roads.

2.17:. Operator shall use the best available methods, other than hard surfacing, to limit

dust. Magnesium chloride shall be applied when requested by Qhiiier, up to & meximum
of four {4) times per year.

2.1.8. Owner shall have the right to relocate amy road, provided that sach relocation does
not impose an undue burden on Operator. Any relocated road shall be of similar whility;
and all costs associated with such relocation, other than routine maintenance, shall be at
Owner’s expense.

2.1.9. The Road Easement conveyed by this Agreement shall not iriclnde a right of use
by the publie, and no.right of access by the Operator or the public to other lands.
Notwithstanding the foregoing, Operator mey vge the existing road located in the SWNE
of Section 18 on the Property to access Operator’s operations on the following public
lands: NW and the S2 of Section 18, end SWSW of Section 17, Township 6 South,
Range 91 ‘West. Owner reserves the right to use allsuchmadsforanypmposeihatdoes
not unreasonably interfere with Operator's operations.

2.1.10.9_0@‘@;&&@- As considemtion for the grant of the Road Easement, pior to
' commencing any use or construction, Operator shall pay Owner a one-time payment of
$1.00 per linear foot of Road Easement.

22, Pipeline Easement Owner grants-to Operator, its agents, employees, contxactors,

and subcontractors, a nop-exclusive pipeline easement (“Pipeling Easement™), approximately
fifteen (15) feet in width across the Property 10 the Well Pad(s}, to construct, meintain, inspect,
and operats, a pipeline or pipelines, and pigging facilities solely far: 1) transporting oil, gas,
petroleum products, water, and any other substances recovered during oil and ges production
under this Agreement, whethf:r fiuid or solid, axry prodocts end desivatives of any of those
substances, and any combinations end mixtures of any of those substances, and 2) movement of
water used in the fracing processing. Owner also grants to Operator a license for the use of 15
feet parallel to and adjoining one side of the Pipeline Easement a9 appwpnatc for temporary nse
during the initiel installation of the pipelines.

2.2.1. Nothing in thig subsection 2.2 shall be construed as granting Operator the right to
place any facilities on the Property other than the pipeline, related pipeline
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equipment to be placed in the Pipeline Easement and compression facilities
permitted under the terms of this Agreement.

223, C_o,g,g_demhon. As consideration for the grant of the Pipeline Easement, prior to
commencing any use or construction on the Pipeline Easement, Operator shall pay
Owner a one-time payment of’_pgr_mear foot but only as to that portion of
the "Pipeline Easement that is not located within the Road Easement.
Consideration has been peid pursumnt to Section 2.1 of this' Agreement for that
portion of the Pipeline Easement that is located within the Road Easement.

2.3. . Third Party Gas Pipeline Easement. Owner grants and conveys to Operatar &
non-exclusive pipieline easement (“Thitd Party Gas Pipeline Easement™), twenty five (25) feet in
width at & Jocation get forth on Exhibit A, attached hereto, to construct, operate, maintain,
inspect, and repair two pip&linés and associated above and below ground valves, Gathodic
protection equipment, aud pipeline markers. The first pipeline shall be for fhe purpose of
transporting oil, ges, petroleum products, produced from the Property and from lands other than
the Property end such Tands are described on Exhibit B attached hereto (*Potédtial Operator
Property*”). The secand pipeline shall be for the purpose of tmnsPorhng water to end from the
Potential Operator Property . Both pipélirics shall be placed in the same tretich. Owner also
grants to Operator a license for the use of 25 feet parallel to and adjoining one side of the Third
Party Gas Pipeline Easement as appropriate fort:mpomry use during the initial mstallmon of the

pipelines.

2,3.1. Consideration, Upon execution of this Agreement, Operator shall pay
Owner P es consideration for the ‘Third Party Gas Pipelinc Easement In addition,
Opezator shall pay Owner @ for cach mcf of gas that is removed from Potential
. Operator Property and that is paid & royalty undér any oil and gas lease covering the oil,

gas and associated hydrocarbons owned by Gene R. Hilton and Mary J. Hilton or their

. successors and assigps (“Hilton Minerals™). The parties’ infent is that the total net
volume used in the consideration calculation wnder this Section should equal the total net
volume uised in caleulating the royelty payments to the Hilton Minerals. Such payments
are to be made monthly by Operator and supported by a metered statement, which shall
be provided to Owner with each payment. Except as otherwise provided in this -
Agreement, such payments shall constitute payment in full by Operator for all reasonable
damages to the Property zssociated with the construction, operation, mainfensnce,
inspection, end repair of the pipeline within the Third Party Gas Pipeline Easement. In
addition to the other legal rights set forth in this Agreement, Owner shall have the right
once each yesr to gudit the relevant books and records of Operator to confinn the
accuracy of the payments made by Operator as far back as the last andit conducted by
Owner or three years, whichever is shorter. :

24, Easement Construction.

2.4.1 Opermtor shall provide written notice to Owner &t leasttwo (2) weeks prior
to any construction or installation nnder this Section 2, with the exception of



initia} constroction whn:h may proceed immediately upon execuhon of this
Agreement.

24.2 Operator shall bury all gas pipelines placed within any pipeline easement
at 8 depth not less than forty-two (42) faches, and shall install all such pipelines so
thnt they can be detected using a commonly availnble metal detéctor,

243 Opantar shall immediately rep,an any roadway crossings and fencas on or
enclosing the Praperty that is damaged or temporarily taken down during any
construction on oruse of any pipeliné easement.

244 .Auy rocks excavated by Operator that are too large (i2° or greater)
to be incorporated into fill shall be removed,

245 Operator shell provide Owner with “as-buil”™ survey of all pipelines
after construétion.” [t shall ba the Operator’s responsibility to record necassary
documents in Garfield County;:and to provide the Owner with a copy of eny
recorded documents.

" 2.46 Operator shall not use the Fitird Party:Gas Pipeline Easement or any
other pipeline easement as a vehicle access point to irnds afdjécérit to the Property.
No gates shall be installed on any fences on or near the bovndary lines of the
Propenty, and ifxio fence currently exists, Operator shall install a feace across the
width of the easement on the boundary line to insure that the Third Party Gas
Pipeline Easement is not used by Operator’s agents as a vehicle access point to
lands adjacent to the Property.

2 47 During instaftation of'theanymadorplpdmeon the Property, and at all
times thergafter, Operator shall miniiiize disruption of; and interference with, amy
ranching, agnculture, or other operations conducted on the Property now or in the
fiture, No camping, redredting, hunting, or any other non-pipeline related
activities are permissible at eny time an the pipeline or road easements or the

Property by Operstor.
24, 8 ‘Within 120 days | aﬂ:ermstnllanon of any pxpe.‘lme, or e.nymnmtenance or

restore any affected area to its appronmnte prc-dxsturbance topo graphy and re-
seed all such areas with appropriate native grasses or alfalfa for pround cover and
ercsion control as requested by Owner. Opexator shall insure a natorally
oontom-ed surface over the pipeline ezsements,

.25 Term of Grant. 'I'he plpehne and road easements granted herein shail continue
~ until: (1) the termination of ﬂ:u.s Agreement in accordance with Section 8, or{ii) Operator’s
wriitén surender of the easement.



2.6. Evolution of Use. Operator’s use of the easements shall be limited according to
the tenms of this Agreement, and the doctrine of “normal evolution of use™ shall not apply to
Operator’s use of the easements.

3. eed Control. Operator shall be responsible for conuollmg all noxious weeds on all
areas uf its operations.

3.1.  Nofification. If Operator locates, or Owner notifies Operator in writing of the
location of, noxious weeds on any areas subject to this Section 3, Operator shall m:plame.nt
control procedures before the noxious weeds go to seed.

4.  Erosion Control. Operator shall be responsible for comtrolling all erosion of soils at any
Well Pad and easement, and on areas adjacent to the Propexty that is causedbythe activities of
Operator or its employees, contractors, sub-contractors, or agents. Such erosion contro] shall
mcluﬂe without hmltahon, recontonnng, reseedmg and re-Vegetahng such ln.nds and rasmnng
erosion control pursuant to this Section 4 shall be ongoing and shall continue even after
temnination of Operator’s use of & Well Pad or easement, until (i) snch ime as Owner provides
Operator with & written release of Operétor’s further obligation to control erosion on the
Propmy or (i) one year has passed since the last Well was plugged and abandoned or the
termination of the easement, ax the case may be,

5. Reclamation,

5.1.  [nitial Reclemation. Within two (2) years after initial disturbance to a Well Pad,
except for areas required for current operations such as roads, the Welltiead(s}, permanent
facilities, clean water frac pits, and mom for future workover operafiops, Operator shall restore
all disturbed areas in accordance with this subsection 5.1. Stich restoration shiall commence
immediately following completion of the Wells and establishment of equifment on a Weli Pad,
the completion of a road, and/or the completian of a pipeline, as the case may be.

5.1.1. Operator shall submit copies of:a sitc-specific reclamation plan along with copies
of each approved Application for Permit-to-Doll (Form 2), incloding any conditions of
approval for all Wells on the Property, prior to commencement of construction operations
with heavy equipment. All interirn and final reclamation goels shall be included in fhe
site-specific réclamation plan. -

5.1.2. Operator shall provide Owner with: (i) cut and fill diggrems for construction of
the Well Pads, including cross sections end plan views with topographic contours; end
(if) a site map showing the location of wellbores, drilling and completion pits, access
roads, soil stockpiles, and the layout of drilling and completion equipment.

5.1.3. Operator shall remove all construction materials, in-fill pits and holes no longer
necessary of the operation of the Well(s), end remove compaction from the soil in areas

no longer necessary of the operation of the Well(s) The operational Well Pad shell be

returned 1o the approximate original topography and seeded with appropriate native



vegetatian for grovad cover and erosion control. Subsidence in any reclaimed area shall
be corrected by adding additional topsoil. Crop lands shall be returned to grass or alfalfa,
as requested by Owner, and sagebrush areas shall be planted with native grasses and

- vegetation that existed prior to disturbance.

5.14. A migimum of tweltve (12) inches of favorable growth medfum shall be reapplied

. during interim and final reclamation. Ifthis uantity of material iz not available, existing
soils shall be treated with amendments and fertilizer to create a favorable growth
medium, ’

5.1.5. The Whell Pad(s) and easements shall be mulched immediately after seeding with
weed-free straw or other type of weed-free mulch, Operator shall be responsible for
protecting re-plantings, including fencing to exclude animals,

5.1.6. Additional distorbance of netive or previously reclaimed aress shall be
minimized. If any subsequent disturbances of surface ereas are undertaken at any time,
the same reclamation and re-vegetation obligations shall. apply. Recontouring shall not
be required in areas that have been successfully reclaimed.

5.2. Final Reclamatige: Final reclasmation shall reumn the entiresite to its original
topography and Vegetation, and shall be complete and successful Within three (3) years after the
last Well is plugged and sbandoned. Boweves, if at the end of the three (3) year period Operator
has not completed a successful reclamation because of events beyond its control, Owner agrees
1o grant Operator in writing a reasonable extension of fiiiigito achieve a snocessful reclamation.
Upon final termination of operations, Owner may request culverts and fencing to be left in place,

in which case they shall thereafter belong to OWner.

6. - Weter This Agreement does not give Operator any right to use ey water or water rights
of Ownex, except as otherwise expressly agreed in writing by Qwner. Operator shall take all
necessary steps to prevent its operations from poltuting any water well, water spring or other
water source [ocated on the Property. .

1. Humting. Operator shall have the option of conducting surface operations relating to well
pad and pipeline construction, and drilling end conpletion operations (“Major Operations™)
during the major full rifle Imting seasons, as such seasons are established by the Colorado
Division of Wildlife (“Limited Access Period”). Except with prior sgrecment of Operator and
Owner, in 0o event will the Limited Access Period apply to months other than October and
Novémbier of any yéar. .

7.1  To exercise the option to conduct Major Operations during the Limited Access
Period for the first year of the Agreement, Operator mmst notify Owner of its election on or
before March 1 and pay @R on or before April 1, 2008. Each year thereafter, Operator may”
exércise the option Yo condnet Major Operations during the Limited Access Period by paying the
Owner on or before Jarmary 15™. This amount shall be offiet by ey amounts received
by Owner from other oil and gas operators on the Property for those operators” access o the
Property during the Limited Access Period.



7.2 Operator shall be able to service, maintain, and monitor the production of any
existing and/or campleted well on the Owners® Property regardless of whether the option to
conduct Major Operatians during the Limited Access Peripd was exercised.

7.3,  Owmess agree to indemnify Operator against and hold Operam;.‘h:mnless from
any and all loss, demage, claims or liabilities'axising solely from Ownexs’ honting opexations that
affect any of Operitor's operations caused by the Owners’ nepligent or willful'acts.

8. Termination. This Agreement shall tarminate upon the later of: () the expiration or
termination of the Lease and easements granted; or (ii) upon completion of final reclamation. No
termination of this Agreement by Owner, Operator or otherwise shall réliéve Operator of any
obligation under this Agreement incurred or cccurring prior to and through the date of
termination, including Operator's liability for or obligation to perform any maintenancs,
reclemation, mitipation, corrective action, or expenditures required pursuant to common law or
any federal, state or local statute, regulation, rule or ordinance. Upon terminafion, of the rights
granted under this Agreement, Operator shall execute and deliver to Ownét, within thirty (30)
days of written demand therefor, an acknowledgment thit this Agreement has been terminated.,
If Operator fails or refuses to deliver that acknowledgment, a written notice by Owner reciting
any such failure or refuss! andthatﬂnsAgreemantmtmmma!ed shall, sixty {60) days after the
date of recording of that‘notice, be conclutive evidence against Operator and all persons
claiming undex Operator of the termination:of this Agreement.

9. m&gﬂgm

9.1. Consultation Operator shall consultwitl Owner regarding all significant
operations involving Operator's use of the Property. Oparator shall notify Owner at least ten
(10) days prior to beginning any wortk on the Property invalviog heavy equipraerit, including but
not limited to dri[]ing, excavating, cutting roads or laying pipes.

92 S urveys, Plans and As-Bnilfs. Prior to construction, Operator shall provide,
Owner with COGCC well permits and applications, a8 well a8 surveys andplans of the We] Pad

site, easements, roads, pipelines and equipment location.

93. .Lx_mofm‘ Except for the damages covered by this Agreement,
Operator shall be liable for any injory to persons, propety, or livestock caused by or incident to
the aperations of Operator, its agents, employess, contractors, or subcontractors (**Operator
Group™) on the Property, or any extraordinary damages due fo spills of materials, explosions, or
any other harmful acfivity of Operator: Opexator shall indemnify and hold harmless Owner
from and against any and all past, present end future Jiability, damages, costs, expenses, fines,
penalties and fees (including without limitation reasonabls attomey and consultant fées). incurred
by or asserted against Owner arising from or regarding or relating to the Operator Group’s use of
the Wells, Well Pad(s} or easements or any other rights granted by this Agreement. Such
indernnification shell extend to and encompass, but shall not be limited to, all claims, demands,
actions or other matters which arise under the common law or ather laws designed to protect the
environment and public heslth or welfare including, without limitation, the following laws (as
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amended) and any regu]atmn promulgated under their authority: Endangered Species Act of
1973 (16 U.S.C. § 1531, ef seq.); Clean Water Act (33 U.S.C § 1251, et 3eq.); Clean Air Act (42
U.S.C. § 741, et seq.); National Environmental Policy Act (42 U.S.C. § 4321, et seg.),
ComprahanSI\’B Environmental Response, Compensation and Liability Act (42 U.8.C. § 9601, er
seq.); Solid Waste Disposel Act {42 U.5.C. § 6901, ef seq.); Toxi¢ Substance Control Act (16
U,S.C. § 2601, et seq.); Safe Drinking Watir Act {42 U,S.C. § 300f, 22 seg.); Occupational
Safety and Health Act (29 U.S.C. § 651, ef seq.); and any zpplicable state or Jocal statutes, °
regulations or ordinances. Operator shall, at Owner’s option, defend Owner or reimburse
Owner as expenses ere incurred for Ownes’s defense against any claims, demands, actions of
other matters, whether brought or asserted by federal, state or Jocal govemmental bodies or
officials, or by private persons, which are asserted pursuant to or brought under any such laws.
All of Operator’s.obligations stated in this.subsection. 93 shall survive termination of this:
Agresment,

9 4. &M N part ofﬂus Agreement shall be construed to relieve Opemtor
from amy or all COGCC regulations, preseat and firhure.

9.5. No Off-Site Substances. Operator shall not store or dispose of on the Property
_any soil, waste, or other substance generated off of the Property, except clean watee m be used

for fracing purposes.

9.6 Prohibited Items and-Activities. Operator shall not be-permitted to hnve, or ellow;
firearms, crossbows, pets, alcohol, or illegal drugs on the Propexty. Personal and/or leisure
activities are prohibited. No employees, contractors, subcontractors, agents, guests or invitees
of Operator shall reside on the Property ovemnight, with the exception of persormel deemed
eriticat to Well operations by the Operator.

9.7, . Insursnce, Operator shall keep its operations insured; or comply With applicable
self-ingurence laws and regulations, for automobile, Jighility; and warkmen's compensation
insurance, and for any damages incurred on the Property.

. 98 Opemtor Liens. Operator shall, at its sole expense, keep the Property free and
clear of all liens and encumbrances resuiting from Qpésator's and its agents* activities on the
Property, and shall indénmify and hold harmless Owner from and against any and all liens,
claims, demands, costs, and expenses, including, without limitation, attorney fees and court
costs, in contection with or arising out of any wark doe, lebor performed, or materials

fumished.

9.9: No Waranty of Title. This Agreement is made subject to any and a.ll existing
easements, rights-of-way, liens, agreements, burdens, encumbrances, restrictions, and defects in
title affecting-the Property. Owner does niot in any way warrant or guarantee titie to the

Property.

9.10. Subzogation of Rights, Operator shall have the right to discharge or redeem for
Owner, in whole or in part, any mortgage, tax, or other lien on the Property that could jeopardize
Operator’s rights under this Agreement, in which case Operator shall be subrogated to such

-11-



-

rights of the party to whom payment is mede for purposes of securing and collecting the amounts
paid on behalf of the Owmer. .

_ 9.11. Non-Exclusive Use and Reservations. All rights granted i this Agreement are
Timited to the specific grasit(s) described in this Agreement, Except as may be specifically

provided elsewhere in this Agreement, this Agreement doesnot, in any WHY, COnvey my Water

_ rights or the right to use water, nor does it convey any rights to construct a compressor ar related
facility except as set for ep Bxhibit A, or to mine, drill, Temové, process, treat or prodace, in any

way, oil shale or other minerals not specifically provided for in this Agreement that are Jocated

or may be located in, on or beneath the Property. Owner reserves i itself and jts successors and

assigps all rights not specifically granted to Opsrator in this Agreement.

9.12. Waiver. The failure of sither party to enforce any of its rights under this-
Agreement upon any occasion shall not be deamed a waiver of such rights en any subsequent
occasion(s). The waiver, eifher express or implied, by any party of any-of thi& rights, terms or
conditians in this Agresment shall not be deemed as or constitate a weiver of any other rights,
terms or conditions in this Agreement. Any waiver, in order to be velid and effective, must bein
writing.

9.13. Notice. Wherever provision is made in this Agreement for thi¢ giving, service, or

_ delivery of any notice, Stitement, or other instrument, such notice shall-be given by: (i) personal

delivery, or (i) United States first class mail, postage prepaid, addressed to the party eofitled to
receive the same at the address stated in the introductory paragraph; provided; however, that each
party may chenge that party’s mailing address by giving to the other party written notics of
change of such address in the manner provided in this subsection. Mail shall be deemed to have
been given, served and delivered upon the third delivery day following the date of the mailing;
personal delivery shall be deemed to have been given, served end delivered upon receipt,

0.14, COGCC Notices.

9.14.1. Owner shall be provided +With & copy of any “Change of Operator” notice
filed with the COGCC pursuant to Rule 312. - .

9.14.2. A copy of any notice filed with the COGCC regarding public health,
safety, or emergency matters shall be delivered to Owner simultaneonsly with the
COGCC notice. In the event of a spill of E&P waste or any substance, Operator shall
immedjiately notify Owner, verbelly or by telephone if possible, and ideiatiﬁ.r the quantity,
location, and type of substance released. In the event of a surface or subsirface loss of
well control, Operator shall notify Owner, yerbally ar by telephone if possible, as soon as
possible. Any verbal of telepbonic notification under this subsection shall be
documented in writing and provided to Owner in-accordence with subsection 9.14.

. 9.14.3. Copies of all forms, notices, ;;lans, tests, or othet documentation regarding

spills or blow-outs shall be provided to Owner at the same time a5 filing with the
COGCC, local govermnment representative, or any other regulatory agency.
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9.14.4. A copy of any Operator requests for varisnce from surface use or
reclamation regulations, not requiting a petition and notice to Owner, shall be delivered
o Owner at the same time as delivery to the COGCC.

9.15. Authority. Operator represents and werrants that it has full authority to commit to
this Agreement. Operator shal) provide Owner with a copy of all leases, incjuding pooling or
communitization agreements, and spacing orders, under which it is operating on the Property,

9.16. Survival of Qbligations. All obligations, indemnifications, duhies, end liabilities
undertaken by Operator vnder this Agreement shall survive the termination of this Agreement.

9.17. Merger of Prior Agreements, This Agreement and the Lease Gontain the sole and
entire agreement snd understanding of the partics with respect to the entire subject matter on the
Property. All prior discussions, negotiations, commitments, agreements, and understandings
relafing to the subjects of this Agreement on the Propesty, and the Lease are merged into them,
In the event of any conflict between the terms of this Agreement and the Leage, the terms of this
Agreement shall control. _

9.18. Amendmenty. This Agreement may only be amended by the written agreement of
both parties, This Agreement cannot be amended or terminated-orally.

9.19; Assipnment. This Agreement is assigoable by the parties.

9.20. Headings. Section headings or captions contained in this Agreement are inserted
only es a matter of convenience and for reference, and in no way define, limit, extend, or
describe the scope of this Agreemént or the intent of any provisien.

. 92]. Construction. Whenever réquired by the context of this Agreement, the singular
shall inchide the phural, and vice verss; and the masculine gender shall incfide the feminine and
neuter genders, and vice versa. The provisions of this Agreement have been independently,
separately and freely negotisted by the parties as if drafted by both of them. The parties waive
any Statutory or common law presumnption that would serve to have this Agrecment construed in
favor of or agrinst either pasty. . ' o

92% Severability: If any provision of this Agreement is illegal, invalid, or
unenforceable under present or future laws applicable to this Agreement, the paties intend that
the remsinder of fhis Agreement shall remain in fall force and effect so as to fulfl] as fully as
possible the intent of the pasties as expressed by the then existing terms of the Agreement,

including the invalidated provision,

‘ 923. Applicable Law and Attornéy Fees, This Agreement and the rights of the partics
undex it shall be governed by and interpreted in accordance with the laws of the State of
Colorado, by the District Court of Garfidd County, Colorado, In the event of a dispute
involving or related to &ny tenm or condition of this Agreement, the non-breaching party shall be
entitled to recover its reasonable costs and attorney fees, including post-judgment collection
costs, in addition to acfual damages. .
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.0.24. Heirs, Successors and Assighs. Subject to any limitations on assignment provided
in this Apreement, this Agreement shall run with the lend and be binding upon. and inure to the
benefit of the parties and their respective heirs, successors and assigns.

%%/

Ként Jolley

The foregoing instrument was subscribed and swotn to before me on
i sisay S 200,§}by Sougt '\]L'fm._, & -‘.:u.n\ i i

My commission expires: o . ) | S0

Witness my hand end seal.

i 5 0 oo . Nota:yPubhc L/ ‘ :‘)

¥ i
,1 m}&; " Y i :;- ]G

“ Mﬂ w\g e rmt

My GORmMISSION agiies Uiis(:2010
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STATE OF COLORADO )
. ) .58
COUNTY OF )

’ T‘waoregomgmstmmem was subscribed and sworn to before me on
t"-’- \QL. A ety 200 E (\%ﬂ e \ e.x!z----- Q—‘“{tf Py . of
= j ’ L [

My commission expires: _ 2.4e ) 45 VQ P

Witness my hand and seal. Fas ""“w&'.'m““—l“
CﬁF“”" s eedih )
v Fie b ’J“ﬁ.!ﬁ N

STATE B pOReTY g
W-ﬁ\mﬂ—& u«i :1.1 1!--'-)1

W%Nmm"‘v R e o)

Land Manaz,cr, Northem Region

STATE OF CCLORADO )

COUNTY OFM )

The foregoing mstrument was subscribed and sworn to befnre me on

Feteuney 20 2008, by 7asn basrenm s .lana Mavacge of
Qeian Eiepey farruses L.P

My commission expires: _|-2 ]~ 2009

Witness my hand and seal.
fpned | 1L

Notary Public
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EXHIBIT “A”
Attached to and made a part of that Surface Use Agreement and Grant of Easements

LLLP, Kent S.

1y Jolley Family,

dated February 20, 2008 by and beftween Richard & Ma

L.P:

ey, Brett L. Jolley and Orion Energy Partners

Joll

A

.

NARR:
Ny

N S

e




EXHIBIT “B”

Attached to and made a part of that Surface Use Agreement and Grant of Easements
dated February 20, 2008 by and between Richard & Mary Jolley Family, LLLP, Kent S.
Jolley, Brett L. Jolley and Orion Energy Partners L. P

Potential Operator Property

Township 8 South, Range 81 West, 8" P.M.
Section 2:
Section 3:.
Section 4;
Section 8;
Section 10;
Section 11:
Section 12:
Section 13;
Section 14; .
, Section 15;
- Section 167
Sectlon 21:
Sectlon 22:
Seclion 23;
Sestion 24:
Section 25:
. Saction 26:
Seclion 27::
Sechon 84::
Secfion 35:
Sectlon 36!

Township 6 South, Range 80 West 6™ P.M.
. Section 17

Section 18:

Section 19;

Section 20:

Section 29:

Section 30:

Section31:

Section 32:

T J 1 West, 8" P
Seclion{: -

Section2:

Section 11:

Section12:



