
SURFACE DAMAGE AGREEMENT

THISSURFACE DAMAGEAGREEMENT ismade by and between Roy & BeverlyCarbon & Co., a
partnership, whose address is 11176 Pearl Street, Northglenn, CO80233, herein called the"Surface Owner^and
CFG Energy, loo,aColorado corporation, whose address is 3932 West 18* Street Lane, Greeley, Colorado 80634,
herein called "CFG".

CFG currently proposesto conductdrilling operations to drilloil and gaswells (the "Wells") in theNE1/4
ofSection 17, Township 5 North, Range61 West, 6th P.M., Weld County. Colorado,hereincalledthe "Lands",
and,thereafter, CFG proposes to conductproduction operations on the Lands. SurfaceOwnerrepresents thatit
owns and is inpossession oftheentire surface estate inthe Lands upon which theWellsand associated equipment
will be located anduponwhichproduction operations willbe conducted. By this instrument, CFG andSurface
Ownerset forth theiragreement concerning the surface damages resulting from the drilling ofthe Wells and
subsequent production operations.

NOW, THEREFORE, in consideration ofthe sum of
I, thesufficiency of which ishereby acknowledged, the.parties agree asfollows:

1. Normal Damages. Prior to commencement ofdrillingoperations, CFG shall paySurfaceOwner
the abovestated sum as full settlement andsatisfaction ofall damages growingout of, incidentto, or in connection
with the usualandcustomaryexploration,drilling, completion, reworking, equipping and maintenance ofeachWell
and allsubsequent production operations ofeachWell. Activitiesshall include,but shallnot be limitedto:

A. constructionofaccessroads, preparation anduse ofeach drill site area(not to exceed
threeacres in size foreachwelLexclusiveofaccess road), preparation anduseofreserve andwaterpits,and
construction, installation andmaintenance ofproduction equipment and facilities suchas flowlines, gas pipelines,
separators, treators, tankbatteries, andany otherequipment or facilities necessary or convenient forthe production,
transportation and sale ofoil and/or gas from each Well; and,

B. all damagescaused to SurfaceOwner's Landresulting from the installation and
connection ofburied gas pipelines from each Well's equipment and/or facilities tothe gas purchaser's pipeline.

2. AbnormalDamages. I£ by reasons directly resulting from the activities and/oroperations ofCFG,
there is damage to realor personalpropertyupon the Lands which is not associatedwith usual,convenientand
customary operations, such as,but not limited to, damage to livestock,structures, fences, culverts,cement ditches,
and irrigation systems, CFG shallpromptlyrepair suchdamage or payreasonable compensation to SurfaceOwner.

3. NoticeofHeavyEquipment Operations. If requested by Surface Owner, prior to heavyequipment
operations on the Land,CFG'srepresentative will meetandconsultwith SurfaceOwner,or SurfaceOwner's
representative, asto the location ofeachweUsite, itsaccess roads, flowlines, tankbatteries, gassaleslinesandother
associated production facilities.

4. WaiverofThirty Day Notices. SurfaceOwnerherebywaives the thirty (30) day advance notices
required by Colorado Oil andGas Conservation Commission ("COGCC") Rule 305., as amended, andagrees to
executea separate waiver for filing with the COGCCifrequested by CFG.

5. Notice to TenantfsV With respect to noticesrequired to be given underCOGCC'sRule 305., it
shallbe the responsibility ofthe notified SurfaceOwnerto give noticeofthe proposedoperation to the tenant
farmer, lesseeor otherpartythat may own or have an interest in anycropsor surface improvementsmat couldbe
affected by such proposedoperations. As a courtesy to SurfaceOwner and Tenants), CFG will attemptto notify
said thirdpartypriorto commencement ofany operation, but, shall be underno obligationto do so.

6. Topsoil Reclamation. All topsoil removed duringdrillsite preparation and reserveandwaterpits
construction (but not includingburied flowlines andgaspipeline installations, which will be accomplished by
trenching) shallbe segregated andkept separate from subsoil. Prior to replacing topsoil, Bentonitedrilling mud and



fluids remaining in pitsasa resultofthe drilling operations maybe mixed in with subsoilswhenpitsarerestored
and/or maybe spread on thesurface oftheLands. After subsoils have been replaced, topsoil shall be restored to its
original location and condition asnear as possible inthecourse ofrestoration activities.

7. Site Restoration. Upon completion of any activity by CFG, the premises shall be restored to its
original condition asnear asreasonably practical. All materials and equipment associated with theactivity, such as
concrete, plastic, pipe, cable and similar waste materials and refuse, shall be removed. Weather permitting,
reclamation and restoration operations shall becompleted as soon asis feasible following drilling and subsequent
related operations, unless CFG and Surface Owner mutually agree topostponement because of crop orother
considerations.

8. Successors. AssignsandAgents. This Surface Damage Agreementshall be binding uponand
inure tothebenefit of theparties hereto, their agents, successors and assigns, and maybeexecuted incounter parts
and/or on different dates.

IN WITNESS WHEREOF, this instrument is executedas ofthe dates writtenbelow.

CFG Energy, Inc.

Thomas B.Croke, ID, President Roy^ZaVlson Beverfy Carfson

U^f^dfMtV V; 3i>e5~ D*3zfit>fi206g' Date: J*6-. // 2POST

STATE OF COLORADO )

nniTNTVOF tfdAUi r )

The foregoing instrument was acknowledged before me this Af day ofFebruary, 2005, byRoy
Carlson and Beverly Carlson, onbehalfof Roy& Beverly Carlson & Co., apartnership.

Witness my hand andofficial seal.

My commission expires:

SZ/jC/&*<>£ /_7njJJ^Jis9>C,JlAj>. Notary PublicvfrW^y

The foregoing instrument was acknowledged before this 7th day of
February, 2005 by Thomas B. Croke, III, President.

Witness my hand and official seal.

/»)(£)AClUJLj My commission expires /*l/&oon
Notary7


