SURFACE DAMAGE AND REI FASE AGREEMENT

This Surface Damage and Release Agreement (“Agreement”) is made and entered into this 6 day of
March, 2007, by and between Eldon L Bower, Trustee of The Eldon and Martha Bower Family Revocable
1952 Trust, established 1992, ("Owmner”), and Apollo Operating, LLC, ("Operator”); sometimes
referred to each as a “Party,” or collectively as the “Parties.”

WITNESSETH:

For and in consideration of the covenants and agreements contzined herein, and for other good
and valuable consideration, the receipt and suffidency of which are hereby acknowledged, the Parbies
agree as follows: -

1 OWNERSHIP. Owner is the swrface owner of certain lands located in Weld County,
Colorado as more spedfically described as follows (“Lands™):

Lot B of Recorded Exemption No. 0807-10-4-RE-291 (being part of the Ef25W /4, Section 10,
Township 6 North, Range 67 West, 6™ P.M., Weld County Colorado) recorded January 11,
1978 as Reception No. 1741253

Operator, and/or its affiliates, owns a working interest in valid leases covering all or portions of the Lands
or lands pooled or induded in a spading unit therewith (each a “Lease,” oollectively, the “Leases™).
hdditionally, Operator may have responsibilities under a Joint Oparating Agreement ("JOA™) with respect
to the Lands.

2 PERATOR" AND GAS OPERATIONS ON E LANDS, Operator intends to
drill or cause to be drilled oil andfor gas wells on the Lands, as depicted approximately on Sxhibit A~
atiached hereto ("Wells”). In order for Operator to drifl, construct, complete, produce, maintain, and
operate the Wells and all fadiiities assodated therewith, incdluding, but not limiad to, access roads
(“Access Roads"), pipelines, fiow fines, separators, @nk batteries, electric ines and any other fadiities
or property necessary for Operator to conduct operations on the Wells (each a “Fadility,” collectively, the
“Eadilities”), it is necessary that Operator entar and utilize 2 portion of the surface of the Lands.

The Parties enter into this Agresnent to evidence thair entire agreement regarding the payment
of surface damagss, entry, surface use, and any other matters refating to Operstor’s use of the Lands.

3. LOCATION. The approximate bocation of the Wells, the Access Roads to the Well sites
and certain other Fadlities to be constructed on the Lands are depicted on Exhibit "A” Any matesial
changes to the Well, Access Roads and Fadiiities locations may be made by Operator with the consent of
Owner, which will not be unreasonably withheld, but will not unduly interfers with Ownar's exdsting use of
the surface estate. Operator agrees not to use any more of the surface of tha Lands than is reasonably
necessary o conduct s operations.

4. CONDUCT OF OPERATIONS. Operator’s oparations on the Lands will be conducted
pursuznt to the terms of the Leases, this Agreement, the rulss and requlations of the Colorada Oil & Gas
Conservation Commission ("COGLC™), and applicable Colorado statites and case law.

5. COMPENSATION AMOUNT, Operator will pay Owner the sum of !
("Amount”) for each welisite prior to the commencement. of driliing operations for eadh such Well. The,
Amount shall be desmed full and agreed consideration for all damages caused or ceated by reason of
the reasonable and customary ingress, egress, assodiated tank location andfor Fadiity construchon,
rights-of-way, drilling, completion, production a2nd maintenance operations 2ssodiated with the Wells and
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Fedilities. Such damages will include, without fimitation, damage to growing crops and cop land; the
removal, transportation and care of any livestock; the re-seeding, construction and use of access roads;
and the preparation and use of the welisita areas. Any subsequent major operations for said Wells
(refrac, deepening, redrilling, efc.), except in case of emergency, shall require 10 days prior notice to
Owner. Operator shall pay Owner all actual damages caused by said subsequent operations,

6. DITIONAL RFACE USE PRO AC R D
FACILITIES. With respect o its operations on the Lands, Operator will comply with the following

provisions:
A Access Roads:
® Access Roads will not exceed 15 feet in width.
(i Operator will maintain all Access Roads in good repair aﬁd condition.
B. Surface Restoration:

Upon permanent cessation of Operator's operations on the Lands, 2l areas
thereof occupied or utilized by Operator will be restored by Operator to their original
contour as nearly as is reasonably practicable.

o Other:

6] Operator will install culverts on the Lands that may be neceseary to
maintain present drainage. and imigation otherwise affected by its operations on the
Lands.

(&) If by reason of the acivities of the Operator, induding, but not limited
to, drilling, completing, equipping, and operating of the Wells, there & damage to
personal propesty of the Owner, induding, but not limited to, irmigation wells, fances,
culverts, bridges, pipelines, ditches, or imigation systems, and for which Owner has not
been previously compensated pursuant to Paragraph 5, Operator will repair or replace
such items after consultation with and to the reasonable satisfaction of the Owner.
Owner will notify Operator of any Zems damaged after the Wells construction and
Operator will repair or replace such items after consultation with the Owner within 15
days of occurmence,

(if)  Operator agress that all tesh, refuse pipe, equipment, fiquids,
chemicals, or other materials brought on the Lands that are not necessary for continued
operations of the Wells will be removed and disposed away from the Lands no later than
30 days after the completion of the Wells. No such items will be burned or buriad on the
Lands. .

(iv) During drilling operations the well sites and any pits shall be fenced if
requested by Ownar. After completion of the Wells and in the event of production, all
production tanks shall be bermed. Additionally, the well sites shall ba kept fres and cear
of all noxiows weeds, unsightly growth and trash either during drilling operations or after
completion and production.

(\))] All guy line anchors for diling and completion rigs shall be immediately
removed after such work is completed. !




(v) Operator agrees to fence off the perimater of the well sites with
temporary fendng if reasonably requested by Owner. Operator will also install cattle
guards and/or gates where reasonably necessary.

7. DEFAULT AND RIGHT TO CURE, In the event of alleged default by Operator in the
payment of any of the sums hereinabove provided to be made, in cbligations to be petformed, or any
other terms, conditions or covenants of this Agresment, Owner will notify Operator, by certified mail,
return receipt requested, of the alleged default. Operator will have 30 days from receipt of the written
notification in which to dispute or otherwise respond to the notification before Owner may allege default

Except as otherwise agreed in writing, no waiver by Owner of any breach by the Oparator of any
of its obfigations, agreements, or covenants hersunder will be deemed to be a walver of any subsequent
or continuing breach of the same, nor will any forbearance by Owner to sesk a remedy for any breach by
the Operator be deemed to be 2 waiver by Owner of its rights or remediés with respect to such breach;
however in no event will Operator be fiable for consequential damages.

8. INDEMNMNITY/RELEASE. Cwner hereby releases and agrees to hold hammless Operator
irom any and all liability and further payment, other than what has been provided herein, for damages on
the Lands which arise from, out of or in connection with the Operator’s operations on the Lands, but only
2s to those operations which are desaribed in and permitted by this Agreement, and for those operations
which the Amount has been paid and. received by Owner pursuant to this Agreament.

Operator agrees to indemnify and hotd Owner harmless from any and all daims, damages and
cuses of actian arising out of and caused by Operator’s operations on the Lands that may be asserted by
any of Operator’s agents, employees, subcontractors, contractors or parsons entering upon the premisas
at the request of Operator.

9. WAIVER OF 30-DAY NOTICE. Owner hereby waives the minimum 30-day written
notice requirement for operations to begin and any other notice or consultation requirements of the
COGCC. Writheut walving the foregoing, Operator agrees it will provide an initial notice to Owner after &
has submitted a request for parmit to driil from the COGCC

10. NOTICE FOR ADDITIONAL OPERATIONS. Opsrator will comply with COGCC rutes
and regulations requiring that advance notice be provided to Owner for subsequent operations on the

Wells, including, bit not flimited to, reworking operations thereto.

1L NOTICES. Notice by either Party will -be prompty given, orally if possible (with the
exzeption of the default notice describad in Paragraph 7), with subsequent written confirmation (optional)
sent by United States mail, postage prepaid and addressed 1o either Party at the 2ddress as designated
below; or to such other piace as efther Party may from time to time designate by notice to the other:

Owner Operator

Eidon L Bower Apofto Operating, UILC

2730 Monigomery Way 1557 Ogden St., Suite 300
Sagamento, CA 95818 Denver, CO 80218
Phond-21L 452 /S36 Phone: (303) 830.0888 x 14

Fax:  (303)830.2818

12, BINDING EFFECT. The covenants and conditions herein contmined and all of the
provisions of this Agreement will inure to the benefit of and will be binding upon the Parties hereto, their
respective heirs, representatives, successors or assigns. Owner agress to contact any and afl tenants of
Lands or any other third parties utilizing the surface of the Lands that may be affected by Operators
achivities on the Lands. It will be Owner’s sole responsibility to advise such third parties of the existence




of this Agreement and Operator’s right to utilize the surface of the Lands pursuant to this Agreement for
the payment of any consideration, if any, due such third party from Owner.

© 13, CONFIDENTIALITY. The Parties agree to keep the terms and conditions of this
Agreement confidential and will not disdose such matters to any third party without the advance written
consent of the other, or if ordered to do so in a legal procesding. While the specific terms hereof are to
remain confidential between the Parbies, Operator or Owner may record a memorandum of this
Agreemnent in Weld County, Colorado.

14. ENTIRE AGREEMENT. This instument contains the entire agreement between the
Parties and may not be modified orally or in any other mannsar other than by agreement in writing signed
by all Parties or their respective successors or assigns.

1s. TERMINATION. If Operator does not commence operations for the Wells within five
(5) year(s) from this date, this Agreement will terminate in its entirety without penalty to either Party, or
will otherwise be renegatiated.

16. COUNTERPARTS. This Agreement may be executed by facsimile, in counterparts, each
of which will be considered an original and enforceable against either Party.

17. SOVERNING LAW AND VENUE. This Agreement will be governed by, construed and
enforced in accordance with the laws of Colorado. Venue shall be deemed to be in Weld County,
Colorado.

18. ATTORNEY'S FEES AND COSTS. The Parties agres that the prevailing Party in any
action resulting from a breach of this Agresment will be entitied to s reasonable attomeys’ fees and
costs incurred therein,

19. AUTHORITY OF SIGNATORIES. The signatores below dedars, warmant and
represent that they have the authority to eater into this Agreement on behalf of their respactive

principals, if any.,

20. SUCCESSORS. This Agreement constitutes a covenant running with the Lands and will
be binding upon and inure to the benefit of, and be enforceable by, the Parties and their respective
sucoessors, affikates, administrators, trustees, exequtors and assigns.

IN WITNESS WHEREOF, the Parties have set their hands, the day and year first written above.

APQLLO OPERATIRG, LLC THE ELDON AND MARTHA BOWER FAMILY
REVOCABLE 1992 TRUST
Operator: Cwmner:

N 20D d B Tritm

Jesse L. White, Manzger Eidon L Bower, Trusiee




Exhibit “A”

Lot B of Recorded Exemption No. 0807-10-4-RE-291 (being part of the Ef2SW/4, Section 10, Township 6
North, Range 67 West, 6% P.M., Weld County Colorado) recorded January 11, 1978 as Reception No.

1741253

e | Permanent Road and Drilling Rig Access
ssswnss | Flow Lines

E Tank Fadiiity

e Well Head

* All locations are approximate and subject to minor adjustments.
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MEMORANDUM OF SURFACE DAMAGE AND RELEASE AGREEMENT

Pursuant to the terms of that certain Surface Use and Release Agreement
(the “Agreement”) by and between Eldon L. Bower, Trustee of the Eldon and
Martha Bower Family Revocable 1992 Trust, established 1992 ("Owner”) and
Apollo Operating, LLC ("Operator”), whose address is, 1557 Qgden St., Suite
300, Denver, CO 80218, hereafter collectively referred to as the “Parties”, and
subject to the conditions set forth therein, the Parties have agreed to the
approximate location(s) for the placement of oil and gas well(s) and related
faclliies including but not limited to tanks, meters, flowlines, separators,

dehydrators on the following described lands (the “Lands™):
Township 6 North, Range 67 West, 6% P.M.
Section 10: Lot B of Recorded Exemption No. 0807-10-4-RE-291
(being part of the Ef2 SW/4) Weld County, CO

In additon to the above, in the Agreement the Parties have agreed on payment
for damages to the surface of the Lands and other matters connacted with oil and gas
development of the Lands including but not limited to drilling, construction, completion,

ompilation, reworking, re-entry, production, maintenance, and operations on the

Lands.

This Memorandum of Surface Damage and Release Agresment is exacuted by
Operator and placed of record in Weld County, Colorado for the purpose of placing all
persons of interest on natice of the existence of the Agreement. A true and complete

copy of the Agreement Is available at the offices of Operator to persons with an interest
in the Lands.

In witness whereof this instument is executed this dazy of April, 2007.

APOLLO OPERATING, LLC
Q < \_—

Jesse L, White, as Manager

STATE OF COLORADO }
}  ss.

CITY and COUNTY OF DENVER  }

The foregoing instrument was acknowledged before ma this day of April,
2007 by Jesse L. White, as Manager of Apollo Operating, LLC, a Colorado limited lizbility
company.
Witness my hand and official seal.
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