MASTER SURFACE DAMAGE AGREEMENT

THIS AGREEMENT, daled effective this 26th: day of January 2005 is made by and between,
Cannon Land Company {“Cannon’) whose address is 3575 Cherry Creek North Drive, 2
Floor, Denver, CO §0209, herein called "OWNER,” and EnCana 0§l & Gas (USA) Inc,, 370
17th Street, Suile 261700, Denver, CO 80202, hergin calied “EnCana™ '

WHEREAS, OWNER represents that itis the surface owner and is in possession of an interest
in part or all of the surface estate for the following. described lands in Weld County, Colorado;
sald land hersin ealled “LANDS™, to wit:

TOWNSHIP 2 NORTH RANGE 66 WEST, 6™ P.M.
Section 23 All
Section 43 S/2
Section §: NE/4
Section 9:1N/2
Section 10: N2NW/M4, E{2.
Section 19: The north 40 rods of the WANE/M

WHEREAS, FnCana has or will acquire cerain leaschold interests in the oil and gas mineral.
estate in the LANDS and proposes to conduct or has already conducted drilling and subsequent
production operations on the LANDS; and

WHEREAS, OWNER and EnCana or ils predecessors in inferest have entered info several prior
separate Surfice Damage Agreements covering part of the LANDS, and it is the desiieof
OWNER and BaCana to enter into one master agréement which shall supersede und replace all
prior agreemeénts; and

WHEREAS, OWNER and EnCana desire to minimize any surface damage to the LANDS and
{o reach agreement regarding such surface damage.

NOW, THEREFORE, in ¢onsideration of ten dollars and other valuable consideration, the
sufficiency of which is hereby acknowledged, the parties agree as follows:

1. Privr o vonmencenient of futare drilling operations on said lands, EnCana shall
pay OWNER the following sum as full settlement and satisfaction of all damages growing out of,
incident to, or in connection with the usual and customary exploration, drilling, completion,
equipping and production aperations, nnless otherwise specifically provided herein:

Mur cach wellsite located on the
LANDSTOY owns the entire surtace esuie, The foregoing paymert is also for use

of the LANDS for road purposes, production facilities, pipelines, flowlines or other necessary
facilities, oll supporting the- wellsites. ‘This payment shall be adjusied after }'mumy 1, 2006 wan
amount {.qn'!l to payments made by uil and gas opecators in the general vicinity of the LANDS in
accordance with good industry practice on similar lands at the time of dritling, OWNER

acknowledges that all prior congideration tendered to OWNER or its predecessors in interest by
Equm or its predecessors in interest was paid in firll settlement and satisfaction of all damages
resulting from the drilling, completion, equipping :mdproductmn operations of wells drilled on
the LANDS prior to the date of this Agreement. This provision is not intended to address
damages to crops or pasture lands caused by EnCana’s future operations in existing wellbores,
which shall be negotiated on a case-by-case basis.

If, by reasons directly resulting from the operations of EaCung, there is damage o real o
personal pruputy upon the LANDS which is not associated with nsual and customary Opv:rnimt:s,
such as (but not limited to) damage to livestock, crops, pasture, structures, buildings, fences,
culverts, cement dilehes, imigation systems and nufural water ways, such damage will be repaired
or replaced by EriCana, or EnCana will pay reasonable compensation to OWNER for such
additional damage.




2: 1f requested by OWNER, prior to heavy equipment operations on each
wellsile, EnCana’s representative will meet and consult with DWNER (or OWNER's
represcntative) as to the location of the wellsite, access roads, flowlines, tank batteries and other
associaled production facilities, In conducting operations on the LANDS, EnCana shall:

A, Limit the size of cach wellsite to opproximately 300 foet by 300 feet
during any drilling, completion, recompletion or workover aperations and
each wellsite shall be no more than ¥4 scre in size during other periods.
The area required for any tank: battery location associated with each
wellsite shall be limited to approximately one-half acre in size upon
completion of construction. Access roads shall be limited to
approximately 30 feet in width during drilling, compietion, recompletion
and workover operations. The permanentaccess road to each well head
and tank battery location shall be limited to. 135 foet in width,

B. Separate the top soil at the time of excavation of pits so that the topsoil
and subsurface soil be placed back in proper order as nearly as possible.

C. Reclaim the wellsite os nearly as practicable to its original conditiom and if
the localions arc in pasture, reseed until the location is established with
nalive grasses. Weather permitting; reclamation operations shall be
completed within three months following drilling and subsequent related
operations, unless EnCana and OWNER mutually uyrec o postponcment
because of crop or ether vonsiderations. '

D.  Useits best efforts to keep the well and hattery sites free of weeds and
debris.

3. £nCana shall indemnify OWNER and hold OWNER hannless from and against
any and all eavirenmental damages or all claims if such anse out of EnCana’s operations.

4. OWNER agrees (o waive the minimum thirty-day written notice requircment
descrived in the Noties Letter provided by EsCana 1o OWNER when it initially gave notice of its
intentto drill on the LANDS.

5 EnCana agrees to negoliale in good faith any crossings of pipelines and flowlines
requested by OWNER and related to Cannon's activities on the LANDS. Anvsuch erossings
will be marked al the surface with appropriate slakings.

b. This agreement shall be binding upon and shall inurc to the benetit of the
successors and assigns of the parties, and may be cxecuted in counteTpans.

OWNER:

JCANNON LAND COMPANY

ENCANA OIL & GAS (USA) INC.




