
CROW TRIBAL LEGISLATURE
JUNE 1, 2005 SPECIAL SESSION

JOINT ACTION RESOLUTION NO. JAR05-05

INTRODUCED BY CARL E. VENNE, CHAIRMAN
CROW TRIBAL EXECUTIVE BRANCH

JOINT ACTION RESOLUTION OF THE CROW TRIBAL LEGISLATURE AND
THE CROW TRIBAL EXECUTIVE BRANCH ENTITLED:

"FINAL APPROVAL OF THE COALBED METHANE EXPWRATION AND
DEVEWPMENT AGREEMENT BETWEEN THE CROW TRIBE OF INDIANS AND

ALLIANCE ENERGY GROUP, LLC."

WHEREAS, the Chairman ofthe Executive Branch has authority and reSponsibility
pursuant to the "enumerated powers" in Article IV, Section 3(f) ofthe Constitution and Bylaws
ofthe Crow Tribe ofIndians to "negotiate and approve or prevent any sale, disposition, lease or
encumbrance ofTriballands, interests in lands or other Tribal assets, including buffalo,
minerals, gas and oil with final approval granted by the Legislative Branch," and in Article IV
Section 3(k) to "negotiate and approve limited waivers ofsovereign immunity when such a
waiver is necessary for business purposes in accordance with Article V, Section 2(f) of [the]
Constitution;" and

WHEREAS, the Chairman ofthe Executive Branch, with the delegated assistance of
the Oil and Gas Committee headed by the Secretary ofthe Executive Branch, has negotiated an
Exploration and Development Agreement between the Crow Tribe ofIndians and Alliance
Energy Group, LLC (the "Agreement"), for the exploration and production ofcoalbed methane
(''CBMj on up to two townships within the Crow Reservation, a copy ofwhich is attached
hereto and incorporated by reference; and

WHEREAS, the Legislative Branch has authority and responsibility pursuant to its
''powers and duties" in Article V, Section 2(d) ofthe Constitution "to grant final approval or
disapproval ofitems negotiated by the Executive Branch ofGovernment pertinent to the sale,
disposition, lease or encumbrance ofTnOallands, interests in lands or mineral assets," and in
Article V, Section 2(f) to "grant final approval or disapproval oflimited waivers ofsovereign
immunity by the Executive Branch when waivers are necessary fur business purposes;" and

WHEREAS, a Joint Action Resolution fur approval ofthe Agreement was duly
submitted by the Executive Branch fur the April 2005 Session ofthe Legislature in compliance
with Article V, Section 7 ofthe Constitution; the Agreement has since been finalized by the Oil
and Gas Committee in furthi:r negotiations with Alliance; the Chairman has requested a Special
Session fur the purpose ofconsidering the approval ofthe Agreement; and the Speaker has duly
called a Special Session for that purpose on June I, 2005; and
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WHEREAS, exploration fur and development ofTribal CBM resources is in the best
interests ofthe Tn1Je and Tonal members, and the Agreement provides for such exploration
and development on a fuir, environmentally responsible, and commercially sound basis, and the
limited waiver ofthe Tribe's sovereign immunity in the Lease is necessary for business
purposes; and

WHEREAS, after approval by the Legislature and Executive Branch ofthe Crow
Tribe, the Agreement is subject to approval by the Secretary ofthe Interior or her designee,
pursuant to the Indian MineraI Development Act ofl982 (25 U.S.C. § 2101, et seq.) and other
applicable Federal law;

NOW THEREFORE, BE IT RESOLVED BY mE LEGISLATURE AND THE
EXECUTIVE BRANCH OF THE CROW TRIBE:

Seetion 1. That the "Exploration and Development Agreement" between tile Crow
Tribe ofIndians and ADianee Energy Group, LLC, ineluding the limited waiver of
sovereign immunity contained tllerein, and tile Minerals Agreement and aD other
Exhibits, attaclled hereto and incorporated by this reference, is hereby granted final
approval pursuant to Article V, Seetions 2(d) and 2(1) ofthe Constitution and Bylaws of
tile Crow Tribe.

Seetion 2. That the Chairman oftlle Executive Braum is authorized to sign and
execute the above-referenced Agreement on bellalfof tile Crow Tribe, and to take such
further actions as are necessary to implement and administer the Agreement.

Section 3. That tile final approval granted herein is effective on tile date of
approval ofthis Resolution, and is subject only to sucll further approvals as are required
by Federal law.

CERTIFICATION

I hereby certifY that this Joint Action Resolution was duly approved by the Crow Tribal

Legislatore with a vote of 16 in favor, I opposed, and 0 abstained and that a

quorom was present on this ISf day of June , 2005.

~~~Qw
Speaker ofthe House
Crow Tribal Legisla
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EXECUTIVE ACTION

I hereby

~rove,
__veto

this Joint Action Resolution for Final Approval ofthe Coalbed Methane Exploration and

Development Agreement between the Crow Tribe and Alliance Energy Group, LLC, pursuant

to the authority vested in the Chairman ofthe Crow Tn"be by Article V, Section 8 and Article

IV, Sections 3(t) and 3(k) ofthe Constitution and Bylaws ofthe Crow Tribe ofIndians on this

£ day of &IA A> e ,2005.

June 1,2005
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I OPERATING AGREEMENT

2 THIS AGREEMENT, cnlcroo inlO by and between AI I lANCE fflERGY GROUP LLC

3 hereinalttt designated and refetred to as "Operator," and the signatory party or parties o;ber: than Operator. somerimes

4 !lerrinafler rtferredwiBdividuaIlyas "Non-Operator," and collectively as "Non,.Qperators.~

5 WITNESSETH:

6 WHEREAS,. ~ pjlrties 10 this agreeIDem are owners. of Oil. and .Ga s Leases andfor Oil and Gas lnt<msts in the land

7 identified in Exhibit "A," and the parties hereto ,have reached an agreement to explore lind develop these Leases aDd/OJ Oil

8 and GaslntereslSfurtheproductionofOil aild Oas to the ""'lent and ashere:inafterprovided,.

9 NOW, THEREFOR.E., it iugreed as fonows:

10 ARTICLE L

I i DEFINITIONS

t2 As used in thisagreement;.lhe fallowing words and terms shalt have the- meanings here ascribed t() lhem:

t3 A. The term "ME" shall mean an Authority for hpendiMe prepared bya party tG this agreement for the pmpose of

14 esrrmating Ibe costs. 10 be- iDcurredin conducting an operation fuo,reunder.

15 B. The term "Completion" Ill: "Complete" shall mean a sing.le OPC[lItioo iatended to complete a well as a pl"oducer of Oil

16 and· Gas in one OTlUOl'e Zones.. induding, but lIOt limited 10, the settiDg of production casing, perfOTlltlDg, well stimulation

17 and production testing eondll(;:led In.sueb operation.

1& C. The tennmContlllct Arell" shall mean all of me bnds, 011 and Gas Leases and/or Oil and Gas Interests inte1uIed to be

19 developed and· aperared fur Oil and Gas purposes undef tbis agreement. Sm:!t lands, Oil and Gas Leases. and .Oil and Gas

2U Interests aredescribed in Exhibit "A.m

21 D~ The IeflD. '"Deqen~ shall mean a single operatUm whereby a welt is drilled to an objective Zone below !be deepest

22: Zoile _whicb the: well was pre"ioltSly drilled, 9l below Ibe Deepest Zone proposed in the associated AFE, whichever is the

23 lesser.

24 E. The k:nns '"Drilling Party" and "Consenting Party" shall mean II plll1y who agrees to join in and pay ils: share of the

2S rost ofany operatioii conducted undeT the provisions elf this agreement.

26 F. The !eM "Drilling Uuit~sban mean the area fixed for me drilliDg of one well by order or rule of an)' state or federal

Tl body baviag ~rity. If It Drilling Unit is not fixed by any such tule or otder.a Drilling Unit shall be the drillfug unit as

2R estllb~ bytbe pattmn ofIirilliDg intile ContractArea uutess fixed by express agteementoflhe Drilling Parties.

29 G. The term "Drillsite· shall mean the Oil and Gas Lease or Oil 1md Gas Interest nn which a proposed weU is tel be

30 !<waled.
31 H. The teno'"lnitial Wen" shall mem the weD tequited to be drilled by !be parties hereio as provided in Article VLA.

32 L .nw, term "No~ Well" shall mean a well in wlrich less than aD parties have conducted an opwltlon as

33 pwvidedin ArticlevtB2.

34 1. The terms "Nori·DrillingPany· and "Non-ConsentiDg Party" shan mean a panywho elects nol to participate in a

35 pro~ operation_

J6 K.. Tke tenn. "00 and Gas~shiill mean oil. gas. Cllsinghead gas, gas condensate, andfor all ather liquid or gaseons

31 hydrocadKms and' oI!ler matketable sllbslances. prod\tced therewith,. ooless an intent to limit tile inchlliiveness. nf this term is

33 specifically'SUI1eit.
39 L The Ie1lU "Oil and Gas Interests" or "lnterestll'" shall mean unleased fee and mineral iDteresIs: in Oil ami Gas in tracts

40 ofland lying within 1heContnlet Area which are owned hy parties to-thia agreemieIll.

41 M. The terms ~OiJ aDd t3as Lease,~"Lease" and '"Leasehold" shall mean the oil lllId gaa leases or interests. therein

42 c.o"ering tra"'~ ofland lying within the Coiitracl Area which are oWDed by the parties-to ,his agreement.

43N. The ten<!; "I'kog Back'" shall meaD III single opemtilm whereby it deepa: Zone is abandoned in order II) attempt a

oM C.ompletion.ill a. shallower Zane.

45 0.. The term "lleCornpIletiOD." or "Recomplete" shall mean lIB operatiOl'l whereby a Comp!elion in one Zone is abandoned

4(i. in oo!er matt:empi. a Compieti<tn in adifferellltZOne-wilbin!he existingwellbore.

47 P. The- term "Reworlr.'" shall mean an operation conducted in the wellbore of a well after it is Completed to secure,

4S u:store, orimptove production in alone. which is clIlTCDlly open to productiun in the weUbore. Such operatiOlis include, but

49 are not limited to.. wen stimulatkm operations but exclude any routine repair or maintenance work or drilling, Sidetracking.

50 Deepening, Comple1iDg, Rec01llpleting:, or Plugging, Back. ofa well.

51 Q. The l:l:rn:i '"Sidetm:et.. shlill mean the dirtttional ronrml and iMenlional deviation of a well from. "enical so as to

52 chlmge th& h0ttom hole klealion I!tIlb:ss done to slTaigh1l:n the hob:: or drill around junk in the- hole to uvercome other

53 lOOCba~1 diffictr,tties.

54 R. The tenn "Zone· shaH mean a matllm of earth ctmtaining m- thought to conlain a. C!l<mml,l.D accltml.lla!ioo of Oil and

55 Gas separalelyprodw.::ible fr(nn my otherOOlIlmoo accumulation orOiI and Gas.

56 Unless the cODte'xtotherwise clearly indicates,. wordsus.ed in the singular include the plUT1l1; me word "persoo" includes

51 uatural and artificial persons, thepluml inetlldes the singular, and any gender includes the masculine, feminine, andneuter.

58 ARTICLE n.
59 EXHIBITS

60' The followinge~bibits,.as indicated below and attached hereto, aw incorpmmed in and made apart hereof:

61 -X-.. A. Exhibit"A," shall include the following infornmtion:

62 O} Descriptionoflands. subject to tbis agreement,

63 (2) Restrictions, ifany, as to deptlls. fotmations. or substances,

64 (3) Parties to 8gIeement with addresses and telephooe numbers fat notice purposes,

65 (4) Percentages or fractional interests. ofparties totms agreement,

66 (5) Oil and Gas Leases and/or Oil ami Gas Interests subject to this agreement,

67 (6) BImIens on prodootion..

68 --X.- B. Exhibit "'B,"Fonn of Lease.

II> __X_ C. Exhibit; ~C." Acconnting PrlX:edure.

:ro __X_ D. Exbibil·D,'"msumlll:e.

71 ---X.- E. Exhibit WE,· Gas Balancing Agreement.

12 F. Exilibit '"F."Non·Discrimination and Certification ofNon-Segregated Fa.cilities.

73 G. ExlIDit "0," Tax Partnersbip.
74 H. 0Ihcr: _

. I .
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If any provision of any exhibit, except Exhibits wE,~ "F" and "0,· is. inconsistent with any provision contained in

1 the hody of this agreement, the provisiuD$ in the body of this apemenr shall prevail.

3 ARTlCu:. m.
4 INTERESTS OF PARTIES

5 A. Oft and: Gas latue$ls:

6 If any party owns an Oil and Gas lnlerestin the Contract Area. thai Inlerest shall be treated for all purposes of Ibis

1 agreeinent alld during the term hereof as if it were covered bylbe form w Oil and Gas Lease attached hereto as El<bibit "B,"

8 and the owner thereofshall be dee:!nedto own both royalty interest in 5uch lease and the interest of the lessee thereunder.

9 B. IntereslS orParties In COSfiJ IndPnduc:don:
10 Unless changed by other provisions.. all costs awl liabilities incurred in operations under this agreement shall be borne

II lIPd paid, and aU eqoipmenl: .and 1llaterials acquired in operations on the Cootract Area shall be owned, by the parties as their

t2 In~ are set furth :in Exhibit "Ao" I'n the &amemamler-, the panie$ sltall also 3WU an productiOIl of Oil and Gas: from the

t3 Contra« AreaS!l~ecl.howim:-£, t&lllepaylilent ofr&ya!tieund (lIner burdens onproouction as described Iwtealler.

14 R~ardless of wbich iJll:rty· has contnouted any Ol! and GuLease o{ Oil and Gas Interest on which royally llr (llber

15 burdens . may be payable and ncept as otherwise expressly provided in !his agreement, each partyshaU pay or deliver, or

16 cause"" be paid or delivered, an hurdens 1m its share of the producQIm ftom !he Contract Area up 10, hili nor in e:l<cess of,

17 19% and shaUindemnify, defend and hold theotberparties free from any liahility therefor.

18 Except as otherwise expressly provided in mill agreement, if an)' party bas contributed herelO any Lease: or Interest which is

19 btmtened with any mya~, uvemdiDg royally. prOOlll:tUm payment or other 911tden on prodnClioB in e&cess of the amounts

2(l stipWated above, s!Hlh pariy so bm:detiedi shan assmne and alone bear all slICb excess obligations and shall indemnifY. defend

21 and lJoldi· tlIe~ ~es hereto !lmmless .&wn any Hd all. claims allribUlable to such excess bll'l'den. H~, so long as

22 the Dn1fu'lg Unit for·\be ~~e Zone(s} is identical wilh the COIlttllet A~ each pa!ty shall payor deliver, or cause. to

23 be paid or delivered, an burdens on production from the Ctmlnlct Area due under the terms (If the Oil and Gas Lease(s)

24 whieh.such party has W1l.lIullrted to tbhagreement, and shall indemnify, defend and hold lire other parties free from any

2S liability therefor.

26 No party shall .evt:r be tespousible,on a price bash higher than the price received by such party. to any other party's

Xl k:ssor (If" ro.yaItj oWner. and if lilicb utber: party's: lesoof or myalty owner: should demand and receive !iettkmenI on a higher

28 prioo basis;, thparty COIitribHtiingtm: Ilffe:ctcd Lease shaH beaJ tk addflionalwyait)' bunteD altriblltable lit such bigba price.

2? Nothing ~laiaro m this Article m.B. sJ!laU be-deemed an assignment OJ eross-assigllinent of interests C{I>re1"OO hereby,

30 aild m \he event two or m.ore fllii\:ies contribute 1.0- lhis agreemetl1 jointly owned Leases. the parties' undivided inten:sts in

31 said Leaseholds shall be deemed separate leasehold inleresls fm: tbe pwposes oflbis agreement.

32 C. Sabsequeully Created Inteusts:
II If any party has conlributed hereto a Lease or Inl~sl that is burdened with an assignmeDl of production given as security

14 for the paymeUt. of moue-y, or if. after the dale of Ibis agreement, any party creates an overriding rQyall" pmduclion

35 payment, aeI: profits iDtereSC. assigmnent. of pmductiol:l O£ other burdmpayable out o.f prodllction atlriblllable to its working

36 mtt:Test~. $>leD bmdm shi!II. be deemed. a "S~ily Created InIeteS.tK Fm:ther, if :my party ba:5 eorttribute1i

n hereto. It· Lease (ll lnllelest burdened wilh an averriuing fO}'al.ty. prodU(;IiQl), payment. !:let profits interests, or other burden

J8 pllyabIe ollt o.f prodllctiooereated prior 10 tile; date of Ibis agreement; and S'-llth. burden is aol shown Itn E:l:hibil "A." such

39 burden also shall be deemed a: SubseqllenIly Created Inteftst to Ihe e:l:tmt s.uch burden causes lire burdens on such party's

40 Lease or Inlerest lO·exceed Ibe amount stipulaled in Article m.B. above.

41 The party whose interest is burdened with the Subsequenlly Created ln1efeSt (the "Burdened Party") shall assume and

42 atOll!:' bear, pay an.d disl:harge Ihe Subsequently Created Inlerest and shan indemnify, defend and bold hannless lbe other

45 parnes ftom ami a&aiIW any !ialH'ity~. Further-. if !he Butdened Party fails 10 pay. wneo due" its share or e><penses

44 clnugealtleohereJrnd=, all~ of Article VB.B.. shan be enforcellbte against tbi Subsequently Created Intt:rut in the

4S same maDBtet as the)' Me enfQlcea.bk agaiDsI: the worKiBg in1eIeSt of the Burdened Party. If the: BlUdened Party is required

46 oo4e1: this.~ 10 .llSSign or relinquish ttl- aDy 01m pllrtl'. or parties,. an or a (KIrtlon of it& wwking intele5l and/Or the
47 prodllcrion attn"bulable tberelo,said other party, or parties, sbalf reerive $lim assignmenl and/or production free lind clear of

4& said Subs.equeully Oeated Interest. and the Burdened Parry sbalfindemnify, defend and bold harmless said other party, or

49 panies. frOm an)' and aU claims and demands ror payment asserted b}' owners of IheSubsequenlly Created Il11el"esl.

50 ARTICLE IV.

51 Tn'LES

52: A. TIUe E.umiaatioMl:

53 Til;le aaminatl{lll sbatl be made on !he Drillsite oJ any proposed well prior to oommene.emenl of driUilJ,g (lpenUQ;O;s and,

54 ~f a majority in inl.erest of the Dnlling Parties so tequ~t or Op.eramr IiO elects,. lille examination shan be made on the entire

55 Drilling Unit, Of maximum anticipated Drilling Unil, of the well. The opinion will include lbe ownersbip of the working

56 interest. minerals,. royally, overriding. rOYlllty and produclion payments under the applicable Leases. Eacb party contributing

57 LelSes andtor Oil and Gas Inten:sls to be included in the DriUsile or Drilling Unit, if appropriate, shall furnish 10 Operalor

5&al1 abstracls (including federal lease stalUS reporI5), lille opinions, tille papers and curative malerial in its possession free of

59' cbarge. AU such infonnaotion DlRin Iht possessWu of Of made availllttle to Operator by the parties, but oocesSllfy for lbe

60- examiDation of tbe: title-. shall be obtained by 0pera1Ol, Operator sball: cause- tide- to be e-xamined by attomeys on its staff or

61 by outside: a1torDeJS- Copies (If aU luk op.inions shan be: furnished Jo. each Drilling Party. Costs incurred by Operator in

62 p«K;uring .lIbsltacts,. fees paid autside: anomey$. fbI" title- ellamination (including prefiminary. supplemental, shut-in royalty

63 opinions and division OIder title opinions) and oIher direct charges as ptovided in Exhibit "C~ shall be: borne by the Drilling

64 Panies in the proportion !hat the· interest (If eaeb Drilling Party beatS 10 lhe lolal interest of all Drilling Parties as such

65 interests appear in Exhihit "A.· Operator shall mate: 00 charge for services rendered by its staff altorlleys or olber personnel

66 in lbe performanceoflhe above functions.

61 Each party shan be :responsible for- securing curative: matter and pooling amendmcnls or agreements required in

63 connection with Leases or Oil and' Gas Interests contributed by such party. Operat(JJ:" shall be responsible for the prepamti.nn

69 and· tlK'arding of poo.ling des.gnatiollS or declaratiOllS and communitizatioll agreements lIS weI! as !he conduct of hearings

70 tJe!ore g(>vernmemal agencies far the securiDg (>f spacing or pooling orders. or any other (lr(jers necessary or appropriate 10

71 Ihe COilduct of operations hereunder. This shallnlll: preve:llt any party from appearing On its own behalf at sucb bearings..

72 CollIS incum:d. by Opera1ol:, 11lCiuding fees paid to olilside anomeys, whicb ate associated wilh hearillgs before gt:lvermnental

13 agencies, lIJ1d whicbcOSlS are necessary and proper for tbe. activities contemplaled lIIIller lhis agn:emenl, shan be direct

74 charges 10 !he joint accouDland shalluotbe covered by lbe administrative overbead charges as provided in Exhibit ·C."
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shall oolapply to sucb acquisition.
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functions.
No weU shall be. drilled oa!be CODtlact Area until after·(l)!he title 10 the Dn"1Isite or Drilling Unn. if appropriate, has

&een examim:d as above. provided, and (2) the title bas been approved by the ell:w:nrning attorney. or titl:e has been accepted by

an orlbe Drilling Parties in such well.

B. Loss or Falhtre of Title:
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I ARTICLEV.

'2 OPERATOR

J A. DesigRadoD.lUld Responsibilities orOperator.

<\ Al I.lAN:CE E.NI:RGY GROJrP: lJ C shan be the OperalOT of the Contract Area, lIIId shorll cf)nduc~

5 aDd~ and have full cont:ml of all ope>atibns 00. \he Contrael. Ares. as pemiitted and required by, and within the limits of

/j, tb.is agreement.. In itKperformance of services beleunde!: fur the Non-Opemlors,. Operator shall be: an independent contractor

7 not subject to tbe control or direction of the NOll-Operators except as to the type of opern.tion to be IQ1dertaken in 3lXordance

& with the election procedmcs CODtamed in tlW> agreemeut. Operator shall :Dl)t be ~ed. or hold itself OUI as, lhe agent of the

9 Non-Operators wilhsillhority to bind them to Wly oblig;l.tioD or liability assiuned or m~ by Operalm' as to any third

10 party. Openitqr shan conduct its activities under Ibis agreement as a reasl)uble prudent operator, in a good and workmanlike

11 manner. wilh due diligence and dispatch,. in~. with good oilfield practice, WId in compliam:c with applicabklaw and

12: regutatkm,. om in M I:¥ent sbaU it have any tiahility:m Operator: to lbe other parties. for.!0sses sustained (Jf (iabilim incmred

n ClIceplsucb as may result fiom gross negligence Of willful misconduct.

14 II. ResigulOO Ol" Ikmovat or Opentw ad Sele:etiou of SneUUltr:

15 L hsigpa«ioB or RemOval ofOpqalor: Opcralm may rcsigaat any time by giving written noti<::c droroofto Non-Opcralors.

16 II Openll(Jr. tennInares its kgal cxist=, no Ions.ef owns an inten:st hcreunde'r in the C01Ul'aet Area, Of is no longer capable of

11 serving as Operator,· Operator shall be deemed· to have resigPed without any action by Nou-Opemtors. except the sekctiw ofa

18 suecessor. OperatOr may be removed only for good cau&e by die. affirmative vote of Non-Operators owning a. majority interest

19 based on ow:nemnp 3$ sbown on E:dllbir "A" mnaining after elIcludiDg the vntingiIrterest of Operator. such vote shall not be

20 deemed dleetiw llD1il a IIfritten nuti&e.lws beeu ddivcred to the Opemor. by il Non.()peJatar detailing the alleged default lII1d

n Ope,-ator bas !iDled to ~ the default within thirty (300) days &om. its reecipt of the notice or, if the default~ an
2Z op~ !hen bring ~ed, wUhin forty-eight (48) hQlmI of its receipt of the lIl)tice,. For purposes nenmf, ~gOod cause-~ sball

23 mean not only gross negligl:Ill:e or willful misconduct but also the mlllerial bw.acb of or inability 10 meet the standards of

24 opemtion·rontainedin Article V.A_ (l1" material failure OJ inability to perform its. obligations under this agreemenL

2S Subject to Article VII.D.]., such JeSigPation or removal shall not liecome effective until 7:00 o'clock A.M. on the frst

26 day of !he calendar month following tbe expiIllMn of ninety (90) days. afIer the giving of notice of resignation by Opemtor

n or aetioo by the- NoiH.lperatms: t& remove Operator, lm!ess. il SltCCCSSOl' Operator has. been. selected and 3SSlll1leS the duties o-f

2& Operatw at an eai'tier dal:C.. ~. after effediflr dak of =ignaIifm or rem:ova1,. shaII lie oound by the terms· hereof as ill

29 Nna-Open1U. A ebaoge of a cmporal:e aame or SlTllf;tl3Je- of OpeI::atm or tIansfer o-f Opemtor's interesl. ill uy single-

30 suOOidiary,parent or S.UCCCSlWT oorpt>l'lltiw! sballoot be the basis fIR" removal ofOpemror.

31 2 SclqiIign of SnGwSOT OnmIor Upon Ihc rCl'lignation or lCt\'IUltal of OpcrlltOl" under il.Dy provision of this. agreC1tJCll.1, a

32 sooccssor Opetato'r shall he se.lected by the parties. The successor Operator sban be sele.cted from the. parties. owning an

31 interest. in the Contraet Area at the tiJne $UCb su~cessor Operator is. selected. The SIIccesSor Operator shall be seleeted by the

34 affirmative 'Vore of two {2} OJ more parties owning a majority interest based on ownmhipas sbown on Exhibit ~AM;

3S provide6.ImWe'it:l". if an Operator which haS been removed Of isdee-med 10 &ave resigned fails to vote &r votes only to.

J6. SIlCCCed Irsdf. me s=F Operalm:. sblill. be: seIe.ctcdby the: affumative rote of the party or parties &wDing It majority

31 mteresl. based QIJ Q'llfnef'Ship as sh0-wl'Il E>ll Bulbit "'A" rewlUniBg afteF eJieludiDg the l(Ql:ing intctesl. of !he Opetatlll' Iba1 was

3S oonoved 011' n:sigIled. The- IDrmcr OpelaIor sllan pro.mptly lkliver to the $1lCf:es&ot Opemlor all ~ord& and dala relating to

3l) the npetations.condutted h.y the former Ope.ra1nr to the (\l[tent such records and data are DOl already in the possession of the

40 successor operator. Any cast of nbllriDiDg or copying the fornter Operator's IUnrds and data mall he charged to the joint

41 acooWlt.

42 J. Effs1;1 of BilDlmmlcy: If OpcratOf kcOmcs- insolvent, bankrupl or is. placed in reeeiverdlip, it shall be deemed 10 have

4). resigned witholrt Illy aetlnn by NOR.-Opef3t(rJS,. C'Ileept. the selectiOn of a SlICees&(ll.. If a pentifln for relief· UDder the fedem.1

44 blmimpky mw5: is. filed by or aom· Operattrr. ami! I1J.e. Iema.val of OpeJalut: is prevented b-y the: iWeriIl OOnkrnptey COUll,. all

45 Non-()pe-ratms; and Operalm" shan OOMPfise ltD. interim opemtlag committee, to St:Ivc· until Operator bas. elected to. reject or

46 ll&SlIlJle Ibis agreemem purs;Wun to the Bankruptc.y Code, and atl election Itl rejec.1 \his agreement by OperaIOf as a debiOl in

47 poS3CSsicm, or by a trustee in bankruplCy, mall be deemed. It resignation as Oper.ttor without any llI:tion by Non-Operators.,

48 except the scleetion. of il sua:essor. During the period of time lhe. operating committee controls operations, aU· actions shall

49 :n:quirethe approval of two (2) Of mn:re parties owning It majorit.y interest based on OWlIersbip as shown on Exhibit "A.M In

50 the event mere are, only two (2) panies k> this agreement, during the period of time the OperatIng eommittee controls

5~ apeIlIlions,. a third· par1)!. aeceptilbte to OperaWT, NOll-OpefatlK and the fedetaI. bankruptcy court shall be seleeted as a

52 1IlCmber" of tk: opcratfu!, wmnDlke-, and ali aetimJs shall require tlte aPl'"'va( of two (2)~ of tiw operating

53 eolllIllittee withoutte.gard I'm" look interest m. the Conmrei Area Msed ()Jl Exhibit ~A. ~

54 C. ElDpleyees. aa4 Ce.tru.lQl'$':

)5 The- number of employee.s OT contractors. uaed by Opernlm in condu~ting operations hereunder, l:hcir selection, and the-

56 bou:l$ of labor llDd Ihe eoinpensation for servites. pcrfonned shall be determined by Operator, and all such employees: or

7i1 CODtraetot'S shall be- tbeemployees Of conlrac\('R'S ofOpernlor;

sa D. RJgbts:indDutles:oJOpentor:

59 i. Competiliyc- RIUM apd JIm of Affiljak All" wclf8 drilled on the Contract Area shaN. be drilltd OIl il compctitivCl

fII) mntract basis- at !he u:s:uaI: mes pn:vailing: in the area. If it so desires, Operntoc may employ its. own tools and equiPment in

it! lbe driUing of wells., bat. its c.harges. therefor shall llOt exceed ,he .pre-vaiiiiag tates ia the: area and the rate of sll;~h charges

62 shall be agreed upilll bytbe parties. in writing befnrl:' drilling operations are eonunenced, and such work: shall be peTfurmed by

63 Operator under the same terms and conditions. as are l:UStomary and usual in tbe area in contracts of independent ccmt:ractors

64 wllo are doing work of a similar nature. All work performed or materials supplied by affiliates or related parties. of Operalor

65 shail be performed or supplied at competitIve rates.. pursllllJlt to written agreemeut, and in llCConlanee with ~lJS.toms and

66 s!lInda:nls prevailing iII the industry.

67 2 Di&:bill'!£ of 1om1 AcoonDt QMi,M~ Exccpl as hann otbcrwir.l: specifically provide'll OpclraJor sIlall promptly pay

68: and disellarge expenses incurred in the. de.velopmeDI. and operation of !he Contract Area plU'SuilJU to this Bgl"cement and shail

W charge cach of Ille panics hereto with. !beir respeeti'Ve pwporlionate shares: upon thc ellpen.se basis: provided in futhibit ~c.~

7l} Ope-rnlor shan keep an al:<:aTate record of the jo.int accQlmt hereunder. showing expenses incurred itDd charges and. credits

71 made and rect:ived_

n J. PmJwion fuun I irns' Or"'lltor !!hall pay. OJ cause lobe paid, as. and when IhcybooDm<l dn~ and pay:d>k. all ac:eounl8

13 of contractors aDd suppliers and wages and salaries for services rmdcred or performed, and for malet:ials supplied tlu, 10 or in

14 respect of the Contrael Area or IIny operntions for the joint ac~ount thereof, and shall keep the ContIll~t Area free from
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liens and encumbrances resulling therefrom except for those resulting from a bODll fide dispute as 10 services rendered or

materials supplied.

4.. f)Wndy of Inum,. Opcraklrsllall hold. far- !he aeOOuU* of 100 NQIl-Opcmrors any fuErds of tOO Non-Opcrafors advlmccd

or-paid totbe Opem!or. either [(It' tile- ew4uCtDf operntionshereunda OF as- a .teStiII of .the: saIe of production .from the

CllD.traet Area, aud liacllfunds sballremain the funds of the Non-Opetatllrs OIl wnose account they are advsueed or paid until

used foc their illteI1dedpW'p(lSe -Dr otherwise delivered 10 II'll' NOll-Operators or applied toward lhe payment of debts as

provided in Article VliB. Nothing in this pa1agR1ph shall be coustrued to Mlablisb a fuluciary relatiousbip between Operalor

and. Non-OpemlOIS for auy purpose orner .than 10 accOUUlfor Non..()perarorfunds as herein specifically provided. Nothing in

this paragmph shill require the lWIintenance by Operator of separate acCDUUU for the funds of Non-Operators lIDless the

parties otherwise s.pecifically agree.

5. ·Acecss tp CpptmCl Area mtc1 Rc:eordB: 0peJat1'lf' shall, ~Ccpl as othcIwiae provided bcroin, pennit each Non-OperaInr

or its duty aulhorired.~at the Nc-tf..Operator's wlensk and oost, full and .free aice5S at all reaoollable times to

aU ~lUions Qfevl:IY kindandcharaete:r being c.onducted fw the joint a.ccmmt on the Coottaet Area and to the records of

operations conchicted tlM:t:eou OJ: pr6'duetion therefrom, iocluding Operator's books aDd rec:nrds relating thereto. Such ac:cess

rights shali not be exercised ill a mmmc:r interfering. wilh OpentlOJ'S: eOnduct of an operatiOJJ berelllldeT and sball not. ob1ig.aie

Operator to furnish anyg.eologie or geophysical data of an iDteqrrCtive nature unless !be cost of preparation of sueb

interpretive data was eharged to tbe: joint account. Opeta1orwm furnish ,0 each Non-QperattYr upon request copies of any

and all reporl$ and infunnatIDn oblllined by Ope~ator in connection with prodoetiOIl and related items, inchufuig, withoirt

~ meter and eb3rt .teporls. \lI:oduetimt purchaser sllIlemenis,. run tiekels- and monlM)' .gauge reports,. but excluding

p1IlCbase OODtra.l;1S: lII'Id pririDg inlbrmatioo too Uie~ 1l0t applicable w the productioo. of the NotrOperaror seeking the

informatioo, Any audit of Operator's m:.ook relating to _lints expended and the appropriateness of such expenditures

shall be oonducted in 1tC!:ord~wiih the alldit protoe:ol specified in Embi'~C.~

6. Filing and Furni:sbing GoY£linn£p!a! Rrnons: Operator will file, and npon wriucn roqucst promplly fumi:llhOOpie!l 10

ClICb reqllCStil'lg Non-OpmItoJ not in del'ault of its payment obligations, aU operational notic~ reports or applieldions.

Je4uired to be filed by 1oeaI,. Srare, Federal o~ IndiaJi agencies or aUlhorities having jurisdieriOll over operations hereunder.

Each Non..()penmJr shaD. pmvide to Openuor on a· timely basis allinfonnlUion necessary toOpel'llOOr ,0 make SIIch filings.

7,Dn1linr and Tes:tinr ONtaIWns: The folioViing pmvi3ions shall. apply to cadI wctI drilled !lercmIdcr, includillg but 1l'QI

limi'redl()thel!lhia:1W~Il:

(a) (}peratot winprom,lltly advise Non-OpeIattHS oJ mil; date on which the: well is spuddetl. or .the date: on wbich

drilling opet&tioas. are Comlllenced.

(b) Operator Will send to Non..()peraI01S such reports, test lesullS and notices reglIIdiug theprogress of operations on the wen

as tile Non..Qpcrators. sbaUreasonably rCtJuest, including, hut llotliroited to, daily drilling teports. cOmpletion repOTlS, and well logs.

(e) Operator sball adequately test all Zmles- encOllPte:red which may reasonably be expected to be capable of producing

Oil and Gas in paying qUlllllities as 3 result of examinaUOD of the eJectric It'll or any otha logs OJ Cores or tests rooducted............
&, CO!if Estimatg; Upen rc:qam of"lUlY CflmSCnIiDg Party, Opl:mtnr 1hai1 ftlmish~ of cuirmI and emnnlaIiYe~

illCam::d for· the joint a.ce:ollIlt at TI:IlSllIil8.ble iBtervaIs dwrin:g the; ~cI. of any operatioo pllniUllllt to this· agreeJl:!ent.

OperatQr sm.ll not be held Hable forermrs in such estima.t:es. so IWlg as lbe estimlll1e:Sare made in good faiih.

.9.~ At all tiMllS while OJlClllli1nls· arc condncted bc:ronndcr, Opcrarm shall comply with the wOIb:n<

rompetJS;litiott law of the SIlde: where !he operations are bemg eondllcted; provided.h6wC'<er, that Operator may be a. self

insurer for liability nnder said cmnpenntion laws iii which event the: only charge 1hm shall be made to the joint account shall

!leas provided ill. Exbibit -C." Operatw shall also carry or provide:· insUIaIlCe for !he heneftt of !he joint acrount of the parties

as oUifined in -Exhibit "D" iittaclted hereto and ma1fe- a part bereof:Operatar sballreqlliTe- an eenrraetors eng9#d in wurk OD.

OJ" (or ..Jbe; Contract. Ar:ea- to comply wUh the:: wDIlen ~tion. bw uf lbe state w!lere: the operations. are being COnducted

and til maintain SllCll. oIheJ: iDslmmceas Opemtef lIlay reqaile.

fn the evcmt. lllltomobilehabHity mSllnm.«: i;. speeified in saidi Exhibit ~D,~ OJ" subsequenlly reee1V<.:S lhe ~c.-.al of the

parties. nti direct charge shall be made by OperatOT for premiums paid for such iIlSurance for Operator's. aUlomoliw

equipment.

ARTICLE VI.

DRILLING AND DEVELOPMENT

and shal!lhaea-fter cOlltmul: the drillillg af the well with due diligence to

T'IIt drining of Ille Initial Well and lhe: participation therein by an parties is: obligatory, Sttb~cl 10 Article VLC.1. as to participation

in Comptetionopera.tions and Article Vl.F. as to. terminatiollof operations and ATlicle. XI as to occurrence: Qfforce majeure.

B. Subse:qlleQ~Ope....ioli3:

l- Pr:QMscd Qncral:lons: If any party hClClo should desiroto drill any well on the Contract Area otbcr than thc Inilial Well, or

if any party should desire 10 Rework, Sidetrack, Deepen, Recomple1e or Plug Back a dry bole Or a well no longer ClIpable. of

producing in paying quantities in which such party has 001 otherwise relinquished its interest in the proposed objective Zone under

this agreemenl. the party desiring to drill, Rewo~k, Sidetrack, Deepen, Rccomplere or Plug Back such a well shall give wOllen
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I notice of the proposed operation to the panies who have not otherwise relinquished their interest in such objective Zone

2
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1 Illldc:r tbis agreClllt:lll and 1(1 all ather parties in the case of a proposal for Sidetracking or Deepening, sp~ifying the work to be

2 performed, the location, proposed depth, objective Zone and tin:. estimated cost of lbe operation. The parties III whom such a

3 notice is delivered shaU bave 'thirty (JO} days after receipt of !he notice within: which to notifY the party proposing to do the work

4 whether they elecl. to partiCipate in the cost of the- proposed operati6D. If a driUing rig is (Jll location; notice of a proposal to

5 Rewod:,. Sidetrack, Re<:omp!ete, Plug Back or Deepen may be giveIl; by telephone and the response period shall be limited to forty-

6- eight (48) hours. exclUsive ci Saturday, Sunday and legal holidays. Failure of a party to whom such notice is delivered to reply

1 within the period abnve fIXed ahal1constitutt an election by thaI party uot to participate in the cost of the proposed operation.

S Any proposal by a party I() conduct an opemtiOD C<)1lffictin& with the operation milially proposed shan be delivered to aU parties

') within the time and in themanner provided in Article VI.B.6.

10 If all parties 10 whom such notice ill delivered ekd to participll1e: in $uch a proposed operation, the parties: shan be

II oollttac!oally (:(llBmltled to participate therein provided such operatioDs are- eommeuced within the. time period hcrealler set

12 furth, and Operator shan. 1» tater than. .ninety (90) days- after expiration 1)[ the notice period of thitty (30) days· (or as

U prnmptly as pnlCticabie afteT tIleexpitation: of tile forty-eighl (48) hour period when a drilling rig is on location, as !he caSe

14 mar be), aclll3Uy commence the p;ropose:d operation and thereafu:r complete il wi,!! duediligenre at the risk and expense of

l:i the parties partidpating tberein; provided, however, said commencement dale may be extended IIpOII writreo notice of same

16 by OpCmlOr to tile other parties. fOT a period of up III tbiny (30) additional days if, in the sole opinion Ilf Operator,sueh

17 additional time is· reasonably Ilecessary to obtain penniu from go"emmeDlal authorities,surfilce rights (in<:1udillg· rights--(lf·

IS way) liT appropriale drillfug eqlripmeut, or to complete title examination or ClU"ari"e mailer required for title approval OJ'

19 ~_ If !he acnmI operation bas. 001. been commenced within tile lime provided fmeludmg any extensiilll thereof as

20 specifically permitted h«ein (iJr in·lhe furre majeurec provisifms of Article Xl) ilD.d if any pm}" hereto. stin desires tet conduct

21 said operallim, written lWIice proposing same mllSt boe resubmitted to the other parties in acc:ordance herewith as if 00 priOT

22 proposa;l bad beeI\ made. Those parties tbat did not participate in Ille drilling of a wet! fut which a proposal 10 Deepen or

23 Sidelmek is made hereunder shall, if such parties desire to participate in the proposcdDeepening or Sidetmeking opemtlon.

24 reimburse the.DriIlfug Parties in accon1ance with Article VI.B.4. in !be event of a Deepening operation and in accordance

2S with Article VI.B.5. in the event ora Sidettaekmg opemlkm.

26 1. OpemligMlwI£l!!jThN! AlIPMisr

21 (aJ Dctqminatiml of Pm1jcipMipp_ If my party to whom sudI 1lOliee Is OOiivcn:d ag proVided: in Article Vl.B.I. OT

2& VI.c.~_ (0pWm No. 2:) e1eas llOt t(l; JllIflicipirte: in lhe proposed. opeeranon. thett. in OJdeT to be: entilled In the benef'llS of this

29 Artick, me, party or parties giving \he: nome- and svcb 0Iher parties as shall elect 10 partiejpate: in the operlltioo shall, DO

30 latet" tban nimrty (90) days aftet" the expiration of the- Mtice period of thirty (30) days (or as promptly as ptaclkahk after lhe

31 e~tiOD of the furty-cigbt (48) hotll' period wbeD. a drilling rig is on location, as \he case may be) actually eommenee the

32 proposed operation and complete it with due diligence. OperlllOr shall perform :ill work for the account of the Consenting

33 Parties; provide~ howevet". if no drilling rig or other eqlripment is on location, and if Operator is a Non-Cooilenting Party.

34 tbe Consenting Parties shan eilher: (i) request Opemtor to perform the wmk req.uired by such proposed operation for the

35 at:cwnt· of.tbe CousentingPMties, or Hi) designate oae of ilie CODSenting. Parties as Opetator 10 petfoml sooh vrork_ The

J6 rigbJslWd duties gnmtt€li IiO llOd~ up9D the Operaiw~ this- 3gteellletlt 3regmnted 10 and imposed upoo ~ party

J7 ~d·asOpeIalOl" fur an~ in which the original Operatw is a NOO-COllSeJltfDg Part}'. Co»senting hrties, when

3& CWldtICtiD8 opeiatiOM on thee CODtra.ct hea PUl3uan1: tn this Article Vl.B.2., sb.aI1 comply wilh all terms and conditions Ilf this

J9 agn:emetll.

40 H less tbatl aD parties approve my proposed operntion,.tbe proposing party, immediately after the expjration nf the

41 applicahle . notic~ periOd, shall advise. all Parties of the tOlal mterest of the parties approving sueh operation and its

42 rec.ommendatitm as. to wh~ the Consenting Parties. should proceed with \be operation as proposed. Each Consenting- Party,

43 wiIhia fotty-cight; (41J) !ll.»Drs.(exc!usive (tf SatllJdlty, Sunday, and legal h&lidays) after delivery (lof sucb oolice, sba1l advise the

44 ~ party t:if' its desire 1ft (i) Htrrit parti:cipati:o.n \() sucb; party's. mterl:st as. shoWl'l on Eldnmt: "A~ nr (ii) carry only its

4S proportionate part (determined by dividiDg such party's inlen:st in the- Coottaet Area by !be mteTesls of all CO~ling Parties in

46 the Coutract Area) of Non-Conseating: Paniei' interests, Ol (fu) eanyits proportionale pan (dl:lerm.ined as provided in (:Ii» III

41 NOI'l-Consenting Pames' interests togetlteT witb all or a. portion of its proportionate part. of any Non-Consenting Parrtes'

48 interests: that· any Consenting Party did DOt e1eetto take. Any mterest ()f Nou-Consenting Parties that is mit earned by a

49 eonseirting Party shall be deemed io be carried by the party proposing the operation if sllCh plrtJ does not withdraw its

50 proposal. Failllfe to ad¥is.e the proposing pal1y within the tim,,- required sllall be. deemed an ,,-leclion under (il. In the event a

5~ drilling: rig is on location,. lWtiee may be given by telephone, and the Iinle- perm:ilied for- suclI a response shall IlOt exceed a

52 tmal qr rorl,..eigbt (48:)·!lours (e:J.clusive of Sat\llday, Stmtfar and I.llgal holidays). The- p1"Op()Slng party, at its e1er:lion, may

53 withdraw ~ proposal if there- is less than 100%. participation and shall IlMify all panies of $ll(:h decision within tcn (10)

54 days,. O£ wilbin twenty-foUT (24) hmns if a dnlling rig is on location,. followiDg C'l'-piraUIlD of the applicable response period.

55 If 100% subscription to the Jir'Opi'l5ed operation is obtained, the proposing pany shall prOD1plly notify the Consenting Parties

56 Ilf their proportionate intereslS in \he operation and \he party serving as OperatlJr shall commence such Ilperation within the

51 period provided illArtiele VI.B.l., subject. to the same extension righl as provided therein.

58 tb) l\clinanishrow' or JnI!lJl'3t fur Non-Pl!rticinalioD Thc CIlriw cost and risk of conducling sucb opcrntions shall be

59 borne by Ibe COllserrtillg. hrlies in the propartions. \hey have- e1ecJed 10 bear same under the te.nns of the preceding

00 paragIlII'h. Consenting Parties shalR keep !he leasehold estates i'nvolved- in socb GperWous free· and cleat or all nens and

61 COCWltbrllm:es of e.VCI}' kind aeated hy ur arising. !rom !he operations of the Consenting Parties. If such lID 0pCIallon results

62. in ill lily twle, then Stl~ to Articles VI.R.6. and VI.E.3-, me: Consenting Pa(lies shall plltg and abandon the. well and· res«l.re

63 the surfaa location at their sole OOSI, risk and expense; provided, however, that those Non-Consenting Parties tbat

64 participated in· the drilling, Deepening ()'( Sidetracking of the well shall remain liable fm:, and shall pay, their proportionate

65 shares of the cOSt of plugging and abandoning the well and restoring !he surface locatioll illsofar only as thi'l5e costs were not

66 inereased hy the subsequent operations of. the Consenting Parties. If any well drilled, Reworked, Sidetracked, Deepened,

61 Reeompleted or Plnced Back undeI the provisions of this Article results. in a wen capable of producing Oil andfo£ Gas in

68 paymg q\Jll1ltilies,. the Consenting Parties shan Complete and equip the wet! tlJ. produce al their sole cost and risk., and the

69 well sball then betumed over 10 Operator (if the Operator did lIOt conduct tbe aperation) and shall be operated b'y it al the

70 expense and fOl"· llie account Qf .he Cllnsentiog Parties. Upon wmmeneemenl of operations for the drilling, Reworking,

11 Sidetnlcking, ReCOD1pleting, Deepening or Plugging Back of any sucb wetl by Consenting Parties in a~Cl'rdance with lIle

12 provi:lions of lhis Article, each NIln-Consenting Party shall be deemed to have relinquished to ConsentiDg Parties. and thc

13 ConsenllDg Panies shan own and be en.itled to receive, in proportion to their n:speelive interests, all of such Nlln-

14 Consenting Pll11y's intelCSl in the well and shaTe of production lherefrom ()'(, in the case of a Reworking, SidclIllckiug,
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Deepening. Recowplelingor Plugging Back; or a Completion pursuant to Anic1e VI.C. L Option No.2, all of such Non-

2 Comentlng Party's interest in the prodllCtion obtained from the opaatiOll in which the Non-Consenting Party did not elect

3 to participate. Such -relinquisbment shall be" effective until tbe· pIDCe(:ds of !be sale of such share, calculated at the wet!, or

4 market mile tbueo-f if sw:h share is not sold (after deducting. applicable ad valorem. prOductiDn, sevenm<:e, and excise taxes,

5 royalty. overriding royalty and otller interests not excepted by Article m-c. payable out of 0.1' measured by the proollCtion

6 ftvm such welllll:cruing willi respect 10 such. inle~t until it reverts),shaU equal thelQtal oflhe fallowing:

7 ti)~%of eaCh Such Non-C011lJCI1lmgParty's share of lbe cosl of any newly acquired surface cquipmC1lI

S beyond the wellhead emmectioos (including but not limited 10 sioek tllllks, separators, treatel'S, pumping equipment and

9 piping), plus 100% of each such Non-Consenting Party's share of !he cost of operlition of the well commencing with fIt'S!

10 production and continuing until ell(;b such Non-Cons.enting Party's relinquished interest shall revert 10 il under other

II provisions of this. Amele, il. being agreed thai each Non-Consenting Party's sltlii:e of such costs and equipment wm be that

1Z interest wlmb. would have bee1tdmrgeable tQ, sm::n Non-Consenting Party bed it particIpeted :in the wen I'rom the begitming

B anhe operatiom; and

14 tii)--li!L- % of ta, liml P'JfIion oJ the costs and cxpcuscs of drilling, Reworking, SidclTaCking, Dcc:jx'ning,

15 Plugging Back, tesriDg, Completing,. and Rcc01llplering, after deducting my cash eontnoutions ~ved under Article VIllC.,

16 and of (b) that portion of the cost of newly lWqWredequipmenl in the well (to and including the wellhead conneetions),

11 which would baff.been chargeaMe to slich Non-COllU'ntiDg Party if it bad particlpaIed therein.

1& NotwitbslaUdiIig anything to the- conl1al)' in this Article VI.B., if the wen does lIOt reaehthe deepest objootive Zone

J9 desCribed iii: • notice proposing the well fittreasons oIbeJ:: than the: eDWUlIteriog of gntnite or practically impenetnlble

20 ~ce 01 ilthet' OOlldmoo to the: hole .tendeting furtller: operatiolls imtJraeticab1e, Operator shall give notice thereof to each

21 Noo-CoDsentingParty who submitted· ~ wted for lID alternative proposal ..roder Article Vl.B.&, to dt:ill the wen to a

22 sItaIJower Zo-ne than the deep=st objective Zone- proposed in the notice IIDder wlricb the: weil· was drilled, and eacll such Non-

23 Consenting Party shall have the option to participa.te in the initial proposed Completion of the weI! by paying its share of the

24 cost. of drilling the well to its aetual depllt,. calculated in the. manner provided in Amcle VI.B.4. (a). If any such Non-

2S Consenting. Party does not elect to participate in the f"11St Completion proposed for such well, the relinll.lJishment provisions

26 oftbis Article VI.B.2. (b) shall apply to sllth party's intertsl.

zr te) Rsytmkj»g Rtf1"'"'2'rting !'If Plngg@gBad;. A:A clcction not to panft:ipatc in the drilling, Sidlltfaclring OJ'

2S Deepenmg; ofa well sbaIT tle deemed 8ll election oot to- participate in 1mY RewO:ridng Of" Plugging Back opeJatWn Jl'OOposed iD

29 ~uch It. well,. or POrWD therm!, to wbiclJ the. iBitild . Jl(I.rH:OlISellt cleetioo. app-lked that is. coodilCle:d at any time priQf to full

:ro "leCO:YIll'Y by tfle: CODsMtihg .Parties: of Ebe Non;-Coo"ntfugl"arty's reroupui:en.1 amounl. Similarly, an election not to

31 piltticipate in the Completing or Rec:ompleting of a well shall be deemed an electiOn not to participate in any Reworking

32 operation proposed in such a well; or p.ortion thereof, to which the initial non-eonsent election applied that is conducted at

33 an)' time· prior to filII fll(:(lVery by the Consenting pllrtie'$ or the NOll-Consenting Patty's reenupmem amount Any such

34 Reworking, Recomplcting OJ Plugging .Baek Qperntion conducted during the recoupment period shall be l!ee.med part of the
35 oost of~ of said weU ami there shall be added 10 the sums bt be rewuped by the Consenting Parties % of

J6 that~ of the costs of the: Reworlting, ReeompletiDg; 6r Pblgging Back opemtitnt winch _Id have been cbatgeabl:e 10

31 soeb. Nnn-C~ Party bad ft p2lrticipated thereil:L H SU\:~ a Rewcmng, Reeompleting or Plugging Back opei:ation is.

38 proposed during sach reooupmcnt petiW"; the provisions of this Article VI.a shall be applieabl:e as. between said CODSellting

39 Pan:i'es msaid well

40 ld) ES1lO!!!l!!l!lllr MaRcm. Doring tile period of lime Cotl$ClItiBg Parties are C1tlitledlll lCCCivc NOn-CODllCIlting Party's

41 sbareof productiOn, or the proceedS therefrom, Consenting Parties $lIall be- responsible for the payl)lelli: of aU ad valorem,

42 poouction, snerane:e, excise, gathe.ring and other taxe.s., and all royalty, overriding royalty and other burdens applicable to

43 Non-COfISeJlting Party's Share ofproduction n6t excepted by Atticle m.C.

44 in lIte case- of·any Re:woriing, Siilklmtiing, Plugging Back. Reeompleting OI Det:pcrimg Operation, the- C()JISenting

45 i'arties shall.. be pennillild to list;. free:. of cosl, an casing, tubhlg and other equipmw in !he well,· hut the ownership of all

46 such eqniprileni· shall (I:Ill8in unchatlged;.. and lIpOD abal:ldoAmmt of Il well after such ItewOIking, Sideti-aeking, Pluggmg Back,
41 Recmnplcting: or. Deepening. the Consenting Parties shall aCC:OUBt for aU such equipJnent to the owners thereof, with each

48 party receiving its propOrtionate- part in kind or in value, less. cost ofsalvage.

49 Within ninety (90) days after tbe cmupletion of any operation undertbis Article, the party conducting the. operations

50 fot the. Cotl$enting· Parties shall furnish each Non-Consenting PlU1y with lID inventory of the equipment in and connected to

51 the well, and an ilmrized stalemeIU (Iof the eml of drilling. Sldelracking, Deepening, l'lugging .Bad:, testing. Completing,

52 R_pletiag. aOO!eqlriJtping. the weI:! f.or prl:llluctlon;, or, at its. option, the operating party, in nett of an iremizM statement

53 of sm:h .eosts. of" (lflCllitiOn. may submit a demled s.taleillenl m monthly billings. Each I"I»ntn thereafter, during the time lhe

54 COIl.Se1l1ing Partie.s are being rcimbuned as provi~ above, the partyconductlng the operaUQIlS for tlle Consenting Parties

55 shall furnish !be Non-Consenting Parties witb an itemized statement of all costs and liabilities inClII"red in the operation of

56 the. well; together witb a statement of the quantity of Oil and Gas produced from it and the. !IIllOunt of proceeds realized frOID.

5"1 the sale of the well's. working interest production during. the preceding month. In detemtining the qlllllltlty of Oil and Gas

58 produud during any montb, Consenting Parties shall Wie industry accepted methods such as but not limikd to metering 01"

59 periodic- well tests. Any amount realized from \he sale or other disposition of equipme.itt newly aeQlrired in connection with

00 any sucb operafion which wOBld have been. owned by a NOIl-Cousenting, Party llad il participated therein shall be> credited

61 against. the total unreturned costs of Ibe woo:t: done and: of the equip.m.em p'uJ;(:llasedin determining when the interest of sucn

62 Non-Consenring Party sbaU revert to it. as above provided; and if there is II credil balance, it shall be paid 10 such N9n-

63 Consenting Party.

64 If and wben the: Consenting PartitS recover from a Non-Consenting Party's relinquisbed interest the amounts provided

65 for above, the relinquished interests of sucb Non-Consenting Party shall automalieaJly revert to it as uf 1:00 a.m. on the day

66 following Ibe day on which such recoupment occurs, and, from and after sucb reversion, sucb NOD-COlll>euIing Party shan

67 own the same interes. ill sucb. well, the material and equipment in Of pertaining thereto, and the production therefrom as

68 sllch NOIl-COMeD.ting 'arly woulXl haff. been entitled to hnd il participated in the drilling, Sidetrack:ing, Rewmldng,

f8 Deepelling, Reoompleting· or Plugging Back of said well. The«lafter, such Non-COnSentiDg Party shall be charged with and

10 shan pay ill; proportionate pari of the furtbet e:osIs of the operation of said well in accordance with the terms of this

71 agreement and E1<bibit "C· attacbed bereto.

72 J. Slgpd-By rmu.· Wh"" a. wclI wbich halt liecn drilled or Dcl:pened hllll reacbed it", lIDthori<!~d dcplh and all ICsI.s. have

73 been completed and the remIts thereof fumished to tbe parties, or when operalions on !he well have been otherwise

74 terminated pUJSoont to Article VI.F., sland-by costs incurred pending R$pOllSC to a party's notice proposing a R.eworkiug,
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1 Sidetracking, Deepening, Recompleting, Pluggillg Back or Completing operntion in such a well. (including the period requiTed

2 under· Article Vl.B.6. 10 resolve competing propilsals) shall be charged and borne as parI of the drilling or Deepening

3 operation just completed. Stand-by rosts subsequent to all parties responding, m: expiration of tbe response ti~ permitted,

4. wl:ricnever fu:st ·OCClKS,.lU'IO prior. to agreement as .10 the participating mrerests oJ aU Consenting Parties pursuam to Ihe limns.

5 of lhesecond ~am:aI paragrapb of Arti<:1e VI.B.2. (a). shaUbe clIa:rged 10. and bome lIS pan of the proposed operation,

6 but if the proposal· is subsequently withdtawn because· of insufficient participation, such stand-by costs shall be allocated
1 b:tween theConsentingPames m the proportion eao;h Consenting Party's iolere$l as shown on Exhibit RAR bears to lhe total

S mterest a5shO:wn om. Erltibit "A" ohn Con$hltmg Parties.

!l In lbe· lI"VeIlt lhat ROtil:e for a Sidetracking operation isgjven while \he drilling rig 10 be utililed is on location.. any party

10 may requeslaDd receive up 10· five (5)· additi(lllsi days after el>piratio:n of Ihe forty~ighl hour response period specified in

H Article VtB.I_ within wtrick iO' re:spond. by paying fiYI" &II staftd-by costs ;md ()ther costs inelmoo during suth extended

.12' resptmse- period;. Qperii.mr may require- SlICk party ttl pay. the- estimaIed stand-b-y tiroe in adv:mre as, II. cooditiou ~o extending

n lherespoose- period. if more.thlm one: party. elects. 10 take sucb additional time to respoml to the notiee, standby costs sllal.l be-

N alIlX:llted between ;be parties taking additional time to respond on· a day-lo-dily basis in the proportion eacb. electing· party's

15 interest as shown on Exhibit·A· bean to !he total interest as shown on &hibit •A• ofall the elecriiJg parties.

16 4.~ Iflcss thaD all parties erect to panicipate in a dnlritlg. Sidetraclcillg, C1J. Doopening operation pmposed

17 plltsllant to Article· VI.B.I., the interest :relinquished by the Non"consenting Parties to the Consenting Parties lIlldet Article

1& VI.B.2. ShaUreJate only ,and he limited 10 Ihe lesser of (1) !he lotill depth artually drilled or (ii) !be objective deplh Or Zone

19- of whicb the parties were gi'len oolite lIIlder AItiele VI.B_L ntritia:l Objettive"). Such well shall IIOt he Deepened beyond !he

21} briIial! Objective with:ntit fuSlcomplying with tbis· Article to afford the Non-COBSCRtiug Parties the opportunity to participate

21 in the Deepeaing opem.tiQlt.

22 In the event any CoosooUng Pany desires to drill or l)eepetl a Non-Consent Well \(} a depth belt'wlhe Initial Qbjecti~e.

23 such party:shaU give noliCt: lheJ:oof', oomplying with the. reqllirements of Article. VI.B.I.. to all parties (incillding Non-

24 Coo.senling Parties.). TherWpon, Articles VlB.l. and 2. shall apply and all parties receilling sueb notiee shall halle the right to

25 participate- Of tiot participate ill the Deepening of ilUOO well p\ll'Suant 10 said Articles VI.B.I. and 2. If a Deepeiring opemtion

26 isappm\ted pursuanr to slleh provision', and if any Non-Conseuting Party elects to partie.ipate in the Deepening opetalion,

TT !lUCh NOlI,couilCDliugparty shaltpay ormake reimbursement (as the-case may be) of Ibe following costs and expeo=.

211: (~J If the:.~ to Deepl:ft is made: .prie~ to the Cump!f:tion of sm:h well,lIS a we.ll eapable of producing in paying

29 qUllntities,. suc!) No<m-Consenttng Party shall pay (or reimblllSe Co_mng. Parties fur,· as the: case may be) !bat. share o.f C'OSt&

30 and expe:mes incmred in COODecOOe wub Ihe dnlling oJ said well trom \he S\lI'fare IGlbe Initial Objective which Non-

31 CoilseDtlngParty would have, paid bild such Non-eonsenting Party agreed to participate. !herein, plWl the Non-Consenting

32 Party's.~· of the cost of Deepening and of participating in any further operati<HIS on the well in act:oroance Wilh the othu

II provisions o:f this Ag,reemeot; provided, .hllWever, all costs fot testing and Completion or attempted Completion of the we.!1

34 incurred by ConsenriD.g Parties prior to the p6i11l of aClual opCl'llllons to Deepen beYllnd the Inilial Objecti..e shall be. for the

35 sole accOlmlofConsearil:tg, I'arties.

36 (h}1f the pnlprn;al is mad'\: rot' a Nort-CmtSetlt We.ll that· Ims been. prevIDudy compkled as a well capable of producing

31 m. pilylDg: ~Dtities.,. but is II:(l, Iongerc:apable of prOOucingin paying quantities, such Non-C6useming Party shall pay (or

38 reimburse Co_ting blies· for, as ·Ihe case may be-). its: proponionate share of all COSIS of drIlling, COlnpleting, and

39- e.Jnipping S/lid weU fi'o:m the sll£fuce- 10 Iile InItial Objective, calculated in Ihe manllllJ provided. in pantgJ:llph. (a} above, less

40 Ihosecosrs recouped' by Ihe CODlIenting Parlie-s flom the sale of production from the well The. Non-Consenting Party shaU

41 also pay its proportionate share of all costs of re-enterin& said well. The NOII-ConselitingParties' proportionate part (based

42: on the p~ge. of such well Non-eon5e'nting Party would have owned had it previously participaled in such Non-Cousent

43 Well) of !be- emf!< of ~vable- material& :md equipmem remaiIring in. the hole and salvable surfilce equipment .u:red in

44 c~mteeliOQ witb such'll'ell shaH be detmJtimed! in aceo«\'ancc: with Exhibit ~C.~ If the- Ctulsenting Parties. halre recouped the

4S ttISt of drilling. CompJetiDgi and cqtIipping the well at the time sucb. Deepening operation is conducted, then a Non-

46 ~Rg Parly may participate: is '\he Deepening of the well wilh no payment for eu,~ incurred: pril'r to Ie-entering.· \he

41 well for Deepening,

48 The foregoing sballnolimply a right of any Consenting Part)' to propose any Deepening fur a NOlI-ConSent WeB prloc

49 to the. drilling or suchwelI 10 ils Initial ObjectivewithOlll: the consent nf the otber Consenting PlIJties as provided in Article

50 VI.F.
SI 5. Silkfrac!ring- Any party having dw right In partlilipale in a -pm-poseoiSidc:ft3cll:ing opcrati.ontbal does !lOt own an

52: intetest in tb.e; affected we!Jlltl.re at the time- of the AOticc sbalI, upon elec:ting to, vart±.cipate, tender to lhe weUbore o-wni:ts. its

sa propwtionale share (equal to its mleresl in tbe Sidetracking opm.tion) of the value of that pmtion of the cxising weUbIlre

54:- 10 be Illilized as fu.llnws;

55 (a) If the proposal is for Sidetracking an existing dry hole., reimbursement shall be on the basis of tile. actual costs

56 incum:d inthe- initial drilling ofthe well down 10 the-deptb at which the Siddtacking operatioll is initialed.

57 (b) lflheproposa-I is for Si4etmcking a welt wbich bas previously produced, reimbul!lC'lllen~shall be on the basis of

58 such party'S prOportionate sbare of drilling and equipping costs incum:d in the initial drilling of the. well down to the depth

59 11£ ",blch the- Sidetradcing. operation is- conducted, caknla«:d in. !:be manner described in Article Vl.B.4(b) above. Such party's

6l) propottioI'Iate sfuire of the cost o-f the well's salwbkmaterials and C€{llipment down to tbe depth at wttich the. SidelTaclring

OJ operatiOn is- initiated shalf !Ie detenlrined in acoordanu wilt! l!le: provisiollS- of Exhibit ·C.~

62 6. Order of Pieferenc",Qf Owm1w EXccpl. as Illbcrw~ sprelfically pTovidcd' in lhis agre..,mcnt, if any party dcsi(C8 to

63 propose the conduct of an operaricm tbat conflicts. with a proposal mat has been made by a party weier this Article- VI, such

64 party shall have fifteen (15) days- !Tom delivery tlf Ib¢ initial proposal, in Ihe case of a. proposal II) drill a well or to perform

65 an operation on a welt wnere no drilling rig is on localion, or lWenly-four (24) houm, exclusive of Saturday, Sunday and legal

66 bolidays, from delivery of me. initial proposal, if a drilling rig is un localion for the well on whicb slich· operalion is 10 be

67 conducted, to deli..er to aU parties entitled 10 participate -in the- proposed operation· such party's allernative proposal. such

68: alternate-· proposal to conlain the s.amc infnnllation requi:red 10 he .inclwied in the initial ptoposaL Each. party tecei~i:ng such

69 Pffipo$ltls. shall ele.c-t by deli..ery of notice to Op-«ator within five (5) days- a1'Ier expiration of the proposal period, Of within

70 twemy,folll" (24) hlJUIS (exclusive of SaUlI'day, Sunday and legal holidays) if a drilling rig is on location for the well tbal is tlte

71 subje.ct of the proposals, to panicipate. in one of the competing proposals. Any party not e.lecling within the liIDe required

72 shan be deemed nOI 10 have voted. The proposal wc-eiving &:he IIOle of parties oWDing the lllrgesr aggregate percentage

13 inteTt:St of the parties voting shall nave priority over all other competing proposals: in lite ease of a tie vote, the

74

- 8-



A.A.P.L. FORM 610 - MODEL FORM OPERATING AGREEMENT -1989

1 initial proposal shall pre-vail. .Operator shall deliver notice of such result to all parties entitled to participate in the operation

1 wilhin five (5) days after expiration of the election period (or within lwtnly-four (24) hours. exclusive of Saturday, Sunday

3 IIld Jegal holidays. if a drilling rig is on location}. Each party shall then bave two (2) days. (or twenty-fOUT (24) hours- if a rig

4 is· QO ·locatilln} from: receipt of snell notice: \l,l elect by detivery of II(}tice mOperntor· to participate fa snell operation Of to

5 reliDquish fmeresl iDthe affected well pursuant io the provisions of Article Vl.B.2.; fil.ilure bya party 10 deliver D<Jlice witbin

6 SIieh period shall bc dccmcd an ckctionoollo Jl&"lieipatc in thc-pn:vailiug proposat

7 1. COtlftjnnity 10 Spacing P:!lIcm. Notwithstanding the provisioll& of Ibis Article VLB-2., i! is agreed that no wells lIhali be

S proposed 10 be drilled to or Completed in or produced !imn a Zone hom which a well loeated elsewhere. on the Contract

9 Area is prodU<:ing. onless such well cOIiforms to the then-exisring well spacing pattern forsueh Zone.

10 8. paying Welts No pany shall conduct any Raworlr:lng, Dccpcn1l1!l, Plugging Baek, Completion, Reeomplct1on; or

II Sidetrac:king operation 1!D6eI'.. tlris agr=t with nspect to my well then capable of prodIIciDg in paying quantities excqll

12: with the ct'tIIS.eDt ofall parties that !lave-not relinqtHshed inrerests m tIle welt at the time nf sucb operatioo.

13 C. C01IlpfelioD Ct' WeIb; Reworldug and PlUggIng Baek:

14 l.~ Without the conscnl of all parties, no wcn sball llC drilled, Deepened a SidclIaclr:cd. cxeq.tt any ",,,n

15 drilled, Deepened or. Sidetracked pursuant to the provisions of Article VlB.2. of this agreement.. Consent to the drilling,

16 Deepening 01" Sidetrael:ittgsball melude:

17 Ii:I Option Nt> I' AU nc.c:essmy cxpcndinuw for the drilling, Deepctling or stdelracking, tcsling. Completing. and

18 equipping of tire well, including necessarytankagc and/or sllTfaee facilities.

19 [} ONion No. 2: All~ expcndiluml for lire driUing, Deepening or Sidetracking- and fC3lmg Qf Ibc we'll. When

20 such weD: has reaclledits~ deptlt. and' an logs•. cores and olher ICsts have beeo completed,. and the results

21 the=tf furnished to the. J;llIrties,. 0pera.1Ol" shall give hnmediate notice 10 the Non-Openrtors having the right to

22 participate io a Completion attempt wbelber or- DOt Operator reeommends attempting to Complete the well,

B togetbe'r with Openrtor'll ME for Completion costs if nol previously p.ovided. Thl: parties reee:iving such notice

24 shall lave forty-eigbl (4g) bours (exclusive of Saturday, SUBday Ind legal: holidays) in which to etect hy delivery of

25 notice 1& Operator 10 participale in Ii recommended ComptetiOIl attempt or to make a Completion proposal with In

26 accnmpanying AF£. Operator 5han deliver any such Completion proposal, or any Completion proposal ronflieting

Zl with. OperaIOr's proposal. to die: othel' pllrties entitled to participate in suell Completion in accordance with the

2l!: proctdures; specilled in Article. V1i.B..6. E1'e«ilm ID participate m a CompIetiaa attel!lpt uatl inclllde consent ro aU

29 ~c.xpendilures. fiu ~ CmDp«:tmg and equippiBg of SlWh well,.meluding ~. tankage llIldIm: surfll\:e

30 [amnliesbul exclOOiug any stim.ulation opelation nol c:ontained 00 the Camploo.oD Am Failure of any pany

31 receiving snch nollcc-. lO reply wilhintbe pc1"lod above fixoo sball conmlUtc: an clcction by tbat: PlII"ly JW[ to

J2 jrarticipate in Ihe cost of !he CompletioD attempl;. provided; that Article '\'18.6.. shall control in the case of

13 conflicting Completion proposals. rr one or mme, but less tbm all of the parties, elect to attempt a Completion, the

34- proviSion of Article VI.B.2. hereof (the phrase "Reworking. Sidetracking, Deepening, .Reeompleting 01" Plugging

3S Back" as rontained in. Article Vf,B.2. sha:ll be deemed to- include "Completing") shall apply to !he operations

36 tbereaftet oomllteted by fess. than all parties;. provilied. however; that Arrick VI.B2_ s1'taU apply sepam1eIy to eacb

31 ~. Completioo (IT Recompie\io.natWmpt undertaken hereunder, IIIld an election. to become a Noo-Cop&enting

38 hrty as. 10 one Compietiop or Reeompletion aliempl: shall not prevent a part)' from becoming a Consenting hrty

39 in subsequent Completion or Re:completion attempts. -regardless whether the Consenting Parties as to earlier

40 ComphltiOns or ReemnpIetion have- rei:nuped their COSlS pursuant to Article VI.B;2.; provided further, lhat any

41 IeC{Iupmentof cOSts by. a Canse-nting Party shall be made solely from the. produc:tion attributable to the Zone in

42 w:hic:h the COmplclion attempt is made-. E1e-etion by a previous Non-Conserrtingparty to panicipale in 8 subsequeDt

43 Completion or Reeomplctio-n. anempt sbll rcquirec suclL· party to pay its proportiooare sbal:e of the cost 0:£ salvable

44 mlllerialS ll'lld equipml:Dt installed in !be wcII: pmslmrt to the previous Completion or: Reoompletion attempt,

4$ ins:oI'nr: and only insofar as StlCb materials and ~WpmeDt benefit the Zoo.ec inwbich sucb. parly particip&leK m a

46 Completion a~pI;.

47 2. Rcworlc Rccomplck or Pfng Back: No well shall be Rcworhd, Recomplck:d or Plugged Baclr cxccpl a wcll Reworked,

48 Reeompleled, or PIUlOOld BackpUISuant 10 the provisions of ....rticle VI.B.2. of this agreement. Consent tn the Reworking,

49 Reoompleting or Pluggiug Back of a well shall include ali nec.eSlllUY· expenditures in conductipg sucb operations and

50 Completing and equipping of said wen, inc.1udinll necessary lankage and/or surface facilities.

51 D. Odlel'Operafioa;$;

52 ~sbali not 11lldtlttake: any siogtcprojoot. tClUlOtIabty<'Srimaled to roqu.ire an Clllpcuditn.re lu oxecssof~~ _

S3 FJFTEENT'BOlJSAND DoIIIUlI:($ 15.000· ) exupt in C£lnnec:tiou with the

54- dnltiDJl, SidelIacking, ReworkiIl&> Dce:peuing.. Completing, Reoompkting or Plugging Back of a well that has; beeo previl»lSly

55 ailthorized. by or plll"Suant to this agteentent; provided, however. lhal, in casc of explosioo. fire-. flood or other sudden

56 emNG-eReY, whether of the SlIme or different nature, Operator may take such steps 8pd inc:UI" sucb expenses as in its opinioo

51 are required to deal with the emeogency 10 safeguard life and property but Operator. as promptly as pcssihle, shall report the

58 emergency 10 the other parties. If Operalor P"'I'lI.es an AFE for its own lIlIe, Operator shall furnish any Non..()per,ltor S(l

59- lllqilWing an information copy Inen:offin any single project costing i.n ex= trf lfI!TEEN THQUS-6ND Dollars

6l} ($ 15.690 't. Auy party woo bas not relinquished its mterest in 1I well shaH have the rig.ht tD propose that

61 Operator perfOrm repair wod:: or undertake Ibe installation of artifi.cial. lift equipment or ancillary productill!l fucilities sucll as

62 salt wlltet disposal wens or to conduct additional wo.k with respect to a well tfnl1ed herellllder or other similar projact (but

63 POt including Ibe mSJallatinn of galhering lines Or otber Inmsportation or marketing lilcilities, the instllliation of which shall

64 be governed by separale agreement berween lhe parties) reasonably estimated to require an expemliturein eJlc:es.s of lhe

65 amount first set forth above· in Ibis Article VI.D. (elOOept in cooncellon with an operatiou requil'td to be proposed under

66 Articles VI.B.1. 0. Vl.C.l. Oplion No.2, which shall be governed Qclusively be Ibose. Arlicles). Operator sball delive. such

67 proposal 10 all parties entitkd to participate thereill. If within thirty (3c}) days tbereof Operator sa:ures the written consent

68 ofauypaftyOIptlrtleso,,"-mugltflClll!t 0/. of the interests of the parties entitled 10 participate in stlcll operation,

69 each pu.rty having the right 10 partie.ipatein sucb project shall !:Ie boOtlld by tbe terms of such proposal and shall be obligated

10 to pay its proportionllle shan: of:tbe costs of the propose-d projeci as if It bad consented to sllCb project pursuant 10 the teffi:lS

71 oftbe proposal.

n E. AbIPdoDmealofWells:

73 1. AbandoDDlcu! of Dry Holes: Except ftJt llIty well dnlled CD" Dccpcncd -purs.1llIDt to Article 'Vl.B.2., any well wllienh:a..

74 been drilled or Deepened under 100 lerms of this agreemeot and is propos~d 10 be ~ompleled as a dry bole. sball nol be
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1 plugged and abandoned without the C(lIlllenl of all parties. Should Operator, after diligent effort, be unable to contact any

2 purly, or should any party fail to reply within fony-eight (48) oours (exclllllive of Saturday, Sunday and legal holidays) after

3 delivery &f JWtiu of the proposal to plug and abandon such well. sucb party. shall be deemed to have consented 10. the

'* tRllposedabmdonmenO. Ali such wells :>ball. be plugged and abandoned in accoolance with applicable regulations and at the

5 cost, risk: and exp.enseof l.tle parties who participated in tne COSt of drillin& or Deepening such well. Any pany who objects 1&

6 plugging andabamloning such well by rwtice delivered 10 Operator wilbin furty-eight (48) hours (exclusive of Saturday,

1 Sunday 3ud legal holidays} afierdeIiverjr of Dotice of the proposed plugging shall take over the well as of the end of such

8. furty-eight (48.) hour notiCe period and conduct further operatiOnS. m seareh of Oil and/or Gas subject to the provisions of

9 Al1iele vtR; fallureo£' such party to provide proof InsunablysatisfaclotylD Operatot of its ItllllDcial capability to t"onduet

}O such operaticmS or to take over. the well within such period· or thereafter to eondlJ(;1 operations on sLlch well or plug and

11 abandon such wCllshail. entitle Opera:lDr 10 relain 01' take I'(lssession of the: wen lIlld plug and abandon the weIt. TMparty

1'2 tiling over the weft sttaft indeumilY Operiltor (if OpenIor is an abandGtting party} lIIid the other abandoning parties. against

B liabllitylbr any further opeWioJis C&iltfucte:d on SIlch weU except for the oosIs ofp.luggingand aballdoDing tfw wen and

14 restoring tbesurface. for wl'ricb the abandoning parties shall rmnain proportiumrtely liable.

15 2. AbaudD!l!!lP!jtof Wdls ThaI Havc Produced: Except for ilIJY well in which a Noo-Conscnl operation balIbCm

16 CODducted hereunder for wbich the C~g Parties· ha¥.: n(l!:· been fully reimbursed as berein provided,. any weU Whiebbas

11 been compli:ted as a producer shall not be. plugged and abandoned without the: consent of all parties. If all parties consent 10

1& suCh Jih8ndoninent, the well_sholl be- plugged lIlId abandoned in aeeordance with applicable regulations and at the cost,· risk

19 and eJ:peIJSeof aU the parties hereto. Failure· w a party. to r:eply within sixty (60) days of delivery of notice· ofproposeif

2& ~tsbaft ·bedeemedan electUmto eooieut ttl !he: proposal.. If; within sixty (00) days. after ddiYery oftuffiee of the

21 ~ abatldourrimt of aDy well, all parties do lIot agree 10 the abandonmenl of SUl:h well, thosoe wishing to COlltinue its

22 QpeQtfooftoot· the Zone then open: 10 production shan beobfipted to take over the well. as of tbee:xpilation of the

23 applicabk nOtiI:e period and shall indemnifY Opcriltor (if 0pera1Or is an abandoning party) and Iilll. olher abandoning parties

24 against liability fOr any fllrlher operations. on ibe w-ell conducted hy such parties. Failure- of such party Of parties to provide-

2S proof reasonably satisfactory to Operator of their financial capability 10 conduct such operations or to take over the well

26 within the, required period Or thereafter to OXlndnet operations on such well shan entitle ope1'3.tor 10 retain or lake possession

Tl ofsuch wclhlld plogand abimdoo the well

28' hrties: latIng over II wellaspmvidedl herem shall!eDd'er to each oftbe otber pattres: its proportiOB&te share ofthe: value of

29 the wcfl's.sakllbte maIeriaI and e:qmpmem. determined in ac:cordanee: ",,~th !he provisions of E~ibit ~C,~ less the estimated cost

30 of1llIilvaging and the eStimated eil& of plugging and abandonillg and resloring the sUTface; provided, bowe'o'ef;. thaI in thc event

31 the CSfimattidpluggilig and abandoning and surface re:slOration cosls and .th-e estimated cost of salvaging. are higher than the

3-2 value of· the well's salvable maferial and equipment, eadi of tbe abandoning pllrtie:s sball tender to the parties continuing

33 oplmltions lIteir propi;lrtiona.te sba«:8 of the e:stimaled excess cost. Eaebahandonmg party shill. assign 10· the non-abandoning

34 parties;. wilho:ut warranty; express or implied,·asto title or as. to quantity, or fitness for lise of the equipment and material, all

35 0(;1$ ioie>esl in the We!liroreof !be .en and related equipment,. together with ia ~I iD. the· Leasehold i'IlSom and ouly

36 insfIfll£ as sucliI..e:isehotd ooveri the ri&1rt to obtain prnBuc.tioD from thaI ...-eiItlore m. tire Xgoo then open toproduclion. If the

n interest .of the abandooiDg prtll' is" O£ indudes IUId Oil and Gas· lnten:st.sucll. parly shall. execute and de:livel" 10 tlw n(ln.~

3S- abaadUuing party or parties an. oil and gas 1'ease, limited tQ the wellbore and the: Zone then open to production, fora tenD. of

39 0Jle (I) yeat" and $(I long thereafter as Oil andror Gas is -produced ftom !he Zone covered thereby, such lease to be on lite form

40 attached as Exhibit ~B." Tile- assignments or leases. so limited sbllli encompass the Drilling Unit upon. whicb the well is. located.

41 The payments by, lmd the assignments or leases to, lbe assignees shall be in a ratio based upon the relationsliip .of their

42 respective perceillilge of participation in the Conlmet Area to the aggregate of the percentages of participation in the. ContTllCt

43 Area ofan asSignees. There.shail·tJe no ielt(ijuslment ofiDterests in the remainingportions ofthe Contracl Area.

44 T!:Ii:n::lifu:r. abandolIing partit:> shall have no furlbe:!' responsibility, liability, or mten:sI. in the operation of Of prnduction

45 from the well in dlc Zone then open other W.o !be: myalties retaim::d in !my lc:ase made under the. tenns of this Article. Upan

46 request,. Operator sbitll OO.Iltinue 10. opmte lhe assigned wen fill the_ at:\lOttlIt of tIle non-abandonillg pllrtil:s at the; rates and

41 charges· contemplated by tbis agreement,. plus any additional cost and cbuges which may arise as the result of the separate

48: ownersbip- of the· asaigned well. Upon. proposed abandonment of the pmduc.ing Zone assigned or leased, the assignotor lessor

49 shall- ·thett bJne lbe nption to repurcltase its prior interest in fue well (u!!inglhesame v:aluatioo formula) and participate in

50 further opetations therein subject to the provisions herellf.

51 3. Ab!MrmmW pr Non-CllllSCDl Op<mdi!!!!'E The JlfiWisiOlls of Article V1E.'- or VLE-2. abo...., shall reapplicabk as

52 between Cl'l-nsemtng. fames in the:- even!: of the proposed l'lbandanmefll of. any well enepfud from said Articles; provided,

53 how""er, no well shall be peonanently plugged and abandoned! Illlless and IlIlI:il all parties baving tb.e right In 'wnduct futtb.er

54 opemtitill$ lbetcin have been 1lO1ified of tIw proposed abandonment and affOrded the opponunity til elect to toke over the well

55 in accordance with the provisions of Ibis Article VLE.; and· provided furtber, that Non--Consenliog Parties who own an iDtere-st

56 in a portion· of the: wen shall pay their proportionate shares of abandOllDlomt and surface testoration cost for sueh well as

57 provided in Article Vl.B.2.(b).

58 F. TenuluationofOpention,:
59 Upon tbe commencement of an operation fur The drilling. Reworking, SidelrUking. Plugglng Back, Deepening, tesling,

60 COmpletion or plugging ftf It wetl, including bu.t not limited to the Initial Wd!. such ~tiOl\ shaU not be terminated without

61 ooO$ellt of parties bearing _"'67__% of the eoslS of wch operation; prQ~ide:d, howeve1r, that in the event graDite or olher

62 praclieany impenetrable subslance or oondition in <be hole is encountered which renders further openrti.ons jmpl'llctical,

63- Operator may discontinue operations lIlId give notice of suchcondirion in the manner provided in Article VI.B.l, and Ibe

64 provisions ofArticle VI.B. or Vl.E. shall thereafter apply III such operation, as appTopriate.

65 G. Taking Prodnction In Kind:

66 It! Optjoo No J. Gas BalaQClng Agreement Attaehed

61 Each party sball take ill kind or separately wSfKlSe of its proportionate share- (If all Oil and Gas produced from the:

6& Contmct Area, 6.elnsive of prodllCllon which may be lL':I-ed in d'evemptnl:nt and producing operations atul in preparing ltnd

69 treal.iDg Oil and Gas for marketing purposes and! production unavoidably lost. Any tlItra expenditure i.nwrred in the taking

1l) in !rind & separate disposition by any party of ils proportionate shale of \be production shan be borne by such party, Any

11 party IlIking its share of production in kind shall be required to pay for ollly ils proportionaie share of such part of

n Operatot's: surface facilities which it uses.

73 Each party shall execute such division orders and cantracu as may be necessary for the sak of its imeresl in

74 produclion from the Contmet Area, and, el(cept as provided in Article VII.B., shalt be entitled to receive payment

• 10-
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I directly wm the purchaser thereof for its share orall production.

1 If any party fails to make tbe arrangements necessary to take in. kind or seplUately dispose of its proportionate

3 sharf; of the Oil produced from the' Contract Area, Opendor shall have tIK: right, subject to the- revocation at will by

4tbe party owning it, bill not me obWgation,,1(} p\m::hase such Oil m: sell it III olbers :u any time and from time to

5 time. fur the accwnt of the. OOD-laking party. Any ,such pwcbase or salt hy Operator may be terminated By

6> Operaror upon at least ten (16) daySwrittcnllotice 10 the owner, of said production and shall be subject always to

1 tile- right of the owner of the production upon at least len (10) days written notice to Operator to exercise at any

8 time its rigllt to lake in kind. or seplll'lltely dispose of, its share of all Oil not previously delivered to a purchaser.

9 Any purebase OT sale by Operator of any other party's share of Oil shall be only for such reasonable periods of time

10 as ;ml COIllIislenl with the minimum needs of the industry under the particular circumstances, bUI in no event for a

11 period in excess ohne {l} J'elIr.

12 Any: SlICb sale: by OperallK shan: be in a manner commeretaUy reasonable. under 1l1e circumstances but Opentor

lJ shilli. ban. no duty to share any eltisUng market (K to lIbtain a price eq\llil tolhat received under any existing

14 :m:uket. The sale or . delivery by Operator of a llQU-taking party's share of Oil under lhe: lerms of auy e;o;isl.ing

r5 ooirtnu:t of Operator shall not give the non·taking parly any interest in or make the non-taking pllT1y a party to said

16 oontracL No purehase shall be.. made by OpeTlltor without firSt giving the non-taking party al least len (r0) days

11 written notiCe ofsuch intended purchase and the price to be paid or the prieing basis to be used.

18 All parties shall give timely written notice to Opermor of Uleir Gas marketing arrqeD1ents for the following

t9 m&ntb. excluding. price. ami sball notify Operator immediately in the event o-f a change in sm:h arrangements..

20 Operator shall maintairl: records. of all marketing~. iIIIdi of 'tl)lllme& llCtllally sold or transported. which

21 re<Xmts shall be made a¥aiblble tuNou,.Operators apon. reasonllble request.

22 la the: event tlIlC: or more parties' sepataIe disposition of its share ()f the Gas caUses split-stream deliveries to $epar3.1e

23 pipelines andflJ[ deliVeries whiel! on a day·to..<fay basis for any reason are not ~ctly equal to a party's respective proportion-

24 ate mare. of toiaI Gas sales In be allocated to il. the. balancing or .acrounting belween the parties shaUbe. in accordance with

25 aoyGas bdanciIlg agreement between the parties bereto, wbetber such an agreement is attacbed as &bibit ·E~ or is a

26 sepaIue. agreement. Operator shall give nlJliee to an parties I)f the f"rnrt sales. of Gas fr(llll any weU under thill:. agreement.

ZJ 0 OpbN&.kNoG.BallIRCiI&t::~l:

28 Each party shall' tai:e· in !rind' or separately dispose: of its: proportionate share of an. Oil and Gas prodneed from

29- the CODtraet Afea" excillllive of production ",hieh may k used in development aDd producing operatloD& and in

:m preparing and trealiug Oil and Gas fflr mmeriDg pUIpl)SeS and production Wlavl)idably 11Ost. Any ~tra upenditlJffil

31 inellrTed inlhe taldng in ktnd m separate dispositlou by any pany of il5 proportionate share I)f the production shall

32 be bome.by sucb party. Any party taking ils. share nf production in kind shall be required In pay for only its

33 propm1il)Dale dlare ofSIIch parr. ofOperator's surface faCilities which :it uses.

34 Eacl1 party shall execute sucli division Orders and contracts " may be necessary for tbe sale. of its interest in
35- production from tlW. Contract Area,. aJId, u.ceptas provDled in Artiele VII.It., sball be entitled tu receive payment

36 tfuectlyltom lbepun:;i'lllserlhereoffurils sfIareofaIl' productill.a

37 If any party fails. to. lDake !:be umnge-ment& necessary 10 tale i.n kindo( separately dispose: of its proportiWlllte

38 slwe of thcOil and/or Gas ·prodlKOO from the Contract Area, Operator shall have the right, s.lIbjecl to the

39 revni:atiun at will by the party owning it, but not the obtigalinJl, tl) purchase such Oil and/or Gas Of sell it to others

4(1 at lIII)I' time and Itom time to lime., for the aecolllll of the nom-takiDg pany. Any such purebase or sal¢. by Opera1llr

41 may be lenniDated by Operator upon:!! feast leD (10) days wrltIlm notice to the owner of said production and shall

42 be subjeetalways to the. right of lhe owner of !he produetion upon st least ten (10) days written notiee to Operatm

.41 to~ its right 10 take in kind" or separately dispose of, its share of alI Oil' aadlor Gas not previously delivered

44 If) a pun:I'l:aseY; prU'lided, oo\!llcver, that !he efi"ec:ti...e date of mty such rerocatioa. may be ddened at Operator'll

4S ekctiQn rOT a period not to ~=ed nmel.y {90} dltys if Operator bas CQIUlDi.ttei! slK:h p.rodueUon to a. pu:r~hase

4'6 oonlrllcl ha.viDg a «:tm. Ute:Dliing b:eymld such- ten (10) -odayperiod. Any purclaue orsak by OperaIOT orany other

47 party's. share- of· Oil and/or Gas shall be- only fot sucb re3SOIIable periods- of time as are ClJDSislent with the

4S milrimllDl needs. of the indllS.try urider the particular ciroumstances, blll in no e¥ent for a period in excess of one (I)

49 year.

SO Any such salebyOpemor shan be in a msmte:r commercially reaSOllable under the circumstances, but Operatnr

51 sbaIl ave DO dUty to share any exiSting market or trampOJ:lalioD arran~ or 10 obtain a price or Iranspal1atifm

51 fU eqwI tit .!tat reeei'i'Cd 1I~ !Illy exis.till& market or "ItlmslUlrtation llITangemenr.- The sale or deliv\'rrY by

53 0pe1'atrlr of II oon.Jat1ng· party's shase of p~on under the tenDS of any C'.Usting tontl'act of Operator shall not

54 give the non-taking party l$Ily interest in or make the non-taking party II party to said contracL No pllNbase of Oil

55 and Gas. and DO sale of Gas shall be. made by Operator without f'in;1 giving the non-taking party leD days written

56 BOtiee of such intended purchase or sale and the. price 10 be paid or the pricing basis 10 be lISed. Operator shan give

S1 notice to an parties ofthe first sale ofGas. from any well umler this Agreement.

58 AU parties shall give timely written notice to Operator of their Gas marketing 8T'rangemenl5 for tbe following

59" molllh. excl:udi.ng price, lllld shaH notify 0peraIDr immediately in the event nf a cbqe in sucfl arrangemenlS.

6Q Operator shoJI mainlltin rec0nIs l)f all marketing. arrangementS" and of volumes aetually sold or transported, whicb

6.1 recoofs. man be made available to Non-Operators IlpOD reas.onabl:e-reques.

62: ARTICLE. VII.
63 EXPENDITURES AND LIABILITY OF PARTIES

64 A. Lt.bffityorhTtles:

65 The liability of the paniea shall he Several, oot joiot or collective. Eacb psrty shall he responsible only for its obligations,

66 and shall be linble only for il$ proporlionate sbare of tbc cosls nf de¥~loping and operating Ibe Contract Area. Acct>rdingly, Ihe

67 liens granted among the parties in Article VII.S. are given to seC<lre ooly the debts. of eacn sevemUy. and no party shan have

68; aoy liability to thiro parties berelDlder 10 satisfy .Ihe. defauk of 1tIIy other party in tbe paymenl of uny expen&e or obligation

69 bereundet. It is lWl the inlentiOll of the panies. to create. Dor sbJIll Ihis agreement he construed as creating, a mining or alher

70 partnership, joint veUIure, agemy relationship Qr association, Of to render the parties liable lllI partners:, eo-venturers, or

11 principals. III lheir relatiow; with eoch otber UDder ·Ihis agreement. the parties shall not be cow;idered fiduciaries or to have

72 esl:lbiishc:d a confldential relationship but rather shall be free to act on all arm's-length basis in accordancc with their own

1J respective self·interes.t,. subject. however, 10 tbe ohligatlQn of the parties to 3CI in good faith in !:beir dealings with each nther

14 with respect 10 activities b«eonder.

- 11 -
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I B. LieDs lind Security Interests:
2 Each party grants to the other parties herelo II lien lipan any interest illlOw owns or hereafter acquires in Oil and Gas

3 Leases and Oil and Gas [merests in the Contnct Area, and II security m1eresl and/or purchase money security illtcrest in any

4 interest i' U()W owns.· or hereafter at:qtIires in the personal property and fIxtw:es QIlOt U!I~ or obtained for use ia 1':0000e.:lilln

5 tberewilh" to secun: performance-mall of its ooligations under this a~elil.em including but nOI limited to payment of expense,

6 interllsl and k:es,. the propel' disbllrSement of alt monies paid llereundet, the- assignment or relinquishment of interest in Oil

7 and Gas Leases as required hereunder, and the proper perfunnance of operations hereunder. Such lien and security illleresl

g grarned by each party hereto 5h8ll: Include such party's lea&ehold iDten:sts, 1¥Ol'king interests, operaliBg rights, md royalty and

9 overriding royaltyintC::rests in the ContJllct Area now llwm:d or hereafter acquired and in ilmds pooled or unitized therewith or

10 othmvise becoming subject to Ibis agreement, the Oil and Gas wbeD extracted therefrom and equipment situated thereOn or

II used or obtaiBed fur use: in connWron therewith (Wciumng;. without limftlllioll, ali wells. took, and tubular goods), and accounts

liZ (including, witllou:\ limitation,. accowrti arising from gas imbalances or- from tlJe. sale of Oil lIIldJor Gas. at the wellhead),

n COOlUaCt rights, invent01Y and gencrat nnangihles relating, tlJe.relo or arising therefrom, Il'Id all proceeds and proollCls af Ihe

14 foregoing.
15 To perfect the liom and seeurity agreement provided herein, each party bereto shall execute and acknowledge the recording

16 sllpp.lemen1 and/or any fmancing slalcnumt prepared aDd submined by any party bereto in co~unclion herewith or al any ,time

11 following execution hereof, and Operator is: authorized to file tbis agreermnl Of the rCl:ording supplement executed herewith as

lit a lien or mortgage in the applicable real estate recOrds and as a financing statement with the proper officer under the Uniform

19 CoiBmeroint Code-in the nate in wbich tbt; Conlnld: Area. is: situataJ: md such other states as OpemtW'" shall tkern appropriate

2tl to perfect the seeurity itl.terest gta:Dted'llere>Indef; Any ,patty may lite this. agreement,. the reconling supplement ellecuted

21 herewilh,. l)f sUch olhcr documents as ii deems necessary as. a lien or ~gJlge: in 1M ,applicable: real eslate'recoros. and/or a

22 fmanciog statement with the proper 0fftcer underthe Uniform COD1lIlef(:ialCode.
23 Ea&hparty represents and wan:ants totlJe. olher parties hCICtO that the lien and security werest gIllIlled by such party to

24 theinbe:r parties. shall be' a fust and prior lien, and each party heJeby agrees to maintain the priority of said lien and secllJ"ity

25 interest against an persllDll acquiring an interest in Oil· and G~ Leases and Interests rovered by this ltgreCIIlent by, through or

26 under such jWty. All partie! acquiring an interest in Oil and Gu Leases and Oil and Gas Interests covered by this agreement,

Tl 'Whether bY assigume~ merg,er,· mortgage, opemion of law, or oth~~, shall be deemed to ltave titken subject

28 to the Hen lUld security interest gram:oo by this Anicle: Vll.R as. to all obligations attribu1able 10 such interest hen:tmder

29 whelher ornot sUc~ obligations arise befuR:: or after such inlen:st:is at:quhed.

30 To the e:xteilt that parties. .ha'Ye It. security interest unmw. the: Uniform Commen::ial Code: of thl:" stllte in which the

31 Olotratt Mea is situ:lled, they shall be entilled to e.s:erciselhe rights and reIIIcdieS' of a 5ei:ured party owlet the Code.

32 The bringiDg of a suit and the obtaining of judgmenI hy a party for . the secured imlebtedness shall not be· deemed an

33 election of -remedies or olherwise affect the lien rights or security interest as. security for the payment thereof. In

34 addition, upon default by any pany in the payment of its. share of expenses, interests (It fees, or upon the improper use

3S flf funW by 1he Opem.or, the othel" partie,. shall have the right, wUOOul prejudice to other rights or remedieS, to <:oiled.
36 fulm the purchaser tl1ep1"~ from the sale of sm::h dll"faulting party's share: of Oil and Gas Wlnl the amount owed by

37 &uQh party, plus ioIerest as provided in '"E.Khibil C." hils. bce;g re..:eived,. and shall have the righl to offset lhe: amount

3a owed against the pro~ds from the sale of such dc::fitulting party's sha1'e of Oil and Gas... All purchasern of prodw:tion

39 IDll)/ rely OIl a notificarion of defauh from the. non-defaultiDg party or parties stating the amount due as a re&UIt nf the

40 default, and all· parties waive aDy recours.e available against pnrcltasers. for releasing production proceeds as provided in

41 this paragraph.

42 If any party fails. to pay its share of cost Witltin one hundred twenty· (I 20) days after rendition· of a statement therefor by

43 Operator, the non-defauhing. parties,. including Operator, shall UJlOD request by Operator; pay the unpaid amount in the

44 ptOp(Irtioa!hal tile- intereSi o-f each SIIcl1 party bears ID the interest of aU such parties. The Mm)mrt paid by each party so

45 paying tis ~.w tlIe anpaid arnowtt .&baIl be SllC.ured by the: liens a.nd seeurit]i" rights deScribed in Article VD.B., and ~

46 paying party mayi~tly PW"ll1le att)' remerly available hereunder or otherwise.

tf1 If any party does nol pedone all of its obligatiOlls hereunder" and tbe failure 10 perfonn subjectS sn<:h party to foreclusure

4& or accutio.n proceedings pursuant to the provisions of this asreement,. to the extent allowed by soverning law. the defaulting

49 pany .waives any available right of redemption from and after the date of judgment, any required valuation or apprais.ement

50 of the mortgaged or secured property prior to sale, any available right to stay execution or to require a marshaliog of assets

5f WId any requireU bon(! in tile- evem a nroci"er is appointed. inaddltion, to- 1m: extCllt permitted by applicabre law, each pan)'

52 herebJt .gnnIS to !be other parties. a powet of sale as ttl :my property that is. s.ubject to the lien and security rights. gJDnted

S1 hereul'ld«, sueh po.wer Ij) be exercised in the manner- provided by applicable law or otherwise in a clltnmerciali)' reasotlll:ble

54 manner and llpon reasonable BOlil»,

55 Each party agrees that the other parties. shall be entitled to uti1i~ the provisions .of Oil and Gas lien law or other lien

56 law of any slaw. in which the Contract Area is situated tn cufurcc the obligatiOns. of each part)!' hereunder. Without limiting

51 the gerK:tality of the foregoing, to the extent permitted by applicable law, Non-Qperatol'$ agree that Operator may mvoke or

SS utilize the mechanics' 01 materialme:n's lien law of the state in which the Contract Area is situated in order to seCllre the

59 payment to Operator of any sum due hereunder for services performed or mat.maJs, supplied by Optmrtor_

60 C. Ad'vart«s<

61 Operator. at its election. shall have the right ft0m time to- time to demand and receive from one or more o~ t1ll.> other

62 parties payment in advance of their respective sbares of the es.timated amount of the l.>Xpense to be: incurred io operatfurn;

63 beRlllnder dllting the lied succeeding month, which right may be exercised only by submissiou to each sucb party of an

64 iterni:l'ed staltlnent of such eslimated eJlpense. together with an invoice for il$ sltare theroo[ Eacb such statement and invoice

65 for the -payment in advance of estimated eJl:pense shall be .mbmined OIl Of bcfore the 20th day of the IIImt pre<:eding month.

66 Each pMy shall pay to· Operator its proportionate mare of such estimate within flOW! (15) days after such estimatc and

fil invoice is. received. If any party fails. to pay its shan:: of said estimate within said time. tbe amountdtre shan hear interest as

68 pro'l'ided in Exhibit '"C"' lmtil paid. !'roper adjllStmen1 shan be made monthly between advances and actual CJt~e 10 the end

69 that l.>ooh party shall bear and pay its.proponionalt share of actu:ll exp= incUIl:o:d, and no IQO;IC.

70 D.. befaults aDd. Remedies:

n If any party f:lils to discbarge any financial obligation UDder this agreement, including without limitation 1he failure 10

12 make any advance und.eI the preceding Article VILe or any nther provision of this. agreement, wilhin the period required for

13 such payment hereunder, tben in addition to the remedies provided in Article VII.B. Dr elsewhere in this agreemomt, the

14 remedies specified below shall be applicable. For pUJPoses of this Arlicle VII.D., all notices and ejections sball be delivered
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only by Operator, except that Opeiator shall deliver any such notice and election requested by a non-defaulting Non-Qperator,

and when Operator is the: part)' in default, the applicable noti~ and eleetioll$ can be delivered by any Non-Operalor.

3 Election of any one or m.ore of the foUowing remedies sllall IWt prech.<te the subsequent Usc of any other remedy specified

" b""low or otherwise availltbk k> a Ilon-defaultiugpart)'.

5 J. fuwrsJl!iQIl €lf Rjglltl': Any pm:fy may doliver to tllc party in default a NOlice of Derooll, which mall specify the dcfllUU.

6 specify the action \(l be laken to CW'e the default, and specify that failure to take sllen action will result in Ihe exercise of one

7 or more· of the re:medieSpmvided in this Article. If the default is not cured within thirty (30) days of the delivery of such

& Notice of Default, aU of the rights of !he defaultinl pany granted by this llgreemem may upon notice be suspended until !.he

9 deflUllt is. cured, without prejudice to the right of lIIe Don-det1lulring party or parties to continue to erifome the obligations of

10 tile. defaulting p#fiypreViously aCctlled or therea&:r accruing under this agreement. If Operator is the party in default, the

II Nw..Qpera101'S sbalI have in addition the right,: by vote of Non-OperatOl"S owning a majority in interest in the Contract Area

12 after excluding the· voting interest of Operattlr, to appomt a new Operator effective immediately. The rights of a defaulting

B pGIty that' may be Sl:ISpended hereimder at tile- decllon' of the tlOn..aefaulting parties. shall include. without limitation, the rig!JI

)4 to receive inrormatkm as tOaDy operation COMtleted berellllder during the period of such defuull, the right to elect 10

ls: participate in an operation proposed 'uDder Article Vl.B. of this agreement, the right 10 partieipate in an ope:rntion being

16. conducted under this agxeemenr even if the party bas previously elected to participate in sueh operation, and the right to

11 receive proceeds. ofproduction from any wen subject to this agreement.

18. 2. Snit fqr Damagss;Non-dcfaultiug partica or Operator for the bcIlcfit of non-dcfanlting partiCll may suc {at joint

19 lICOOIlDt expense) to colIect the lIIDOllDts in delaul1,. plus iDierellt accruing on the amounts recovered from the date of default

20 lJlltil' tRe, ·date ofrol1eetien at the mk specified in EMribit "c" attached hereto. Nothiag lIerein sbalI prevent any patt}i from

:n suillg any deflluhiog part;y to oolleet consequential damages. aeenring to- such party as a resul$ oflhe- delimIt

22 3. Dssmsd' Non-Con!!Cft!: The non-ddimltingpany may @Iivcr a ",TilleD Notiec of Non-Cnn.'leDl EI~liol'l Iolhc-

:n defaulting -party at IIny titne after Ihe expimtion of the lbirty--day .eure period fullowing delivery of the Notice of Default, in

24 which event if the: billing isfOt the driIliBg a new wen or .the Plugging Back., Sidelnleking,Reworking Of Deepening of a

25 well which is to be. or has been plugged as a dry hole, or for the Completion or ReeompletiOD of any well, the defaulting

26 pari)' will be cone.lusively deemoo. to have elected not to participate in lhe operation and 10 be a Non-Consenting Party with

"Z1 respect thereto. IllIIler Article VI.B. or VI.C., as me ease may be,' to tile ~tent of the costs unpaid by such party,

28 llOtwitbs.tanding lUI)' deetion to participate: 1hl=lofore made.. If e1ectioo. is DIadem proceed lIIlM tilis provision, ,hen the

29 aon-defiwhing patties may not eIedto title:fu.t the unpaid: amoliut pmsllaEll to Article VRD.2.

30 Unttl the delivery of sucb Notice of Noa-Cansent Election to the defaulting party. such party shan have the right to cure

31 ibdefault by paying its llIIpaid share of costs plus ill1efC$1 al the mil' set forth in EIl;bibit "C,~ provided, however, such

32 payment shall not prejudice me rights- of !he non·defuulling parties to pursue remedies for dlltnages incurred by the non-

n- dcfa.ulting pa:rtieS as: aresull of the default Any interest rdinquished pursuant to this Article Vll.O.3. shall be offered to the

34 non..(leJauhing partiell in ptOpo:rtion tolheir interests., and the non-defaulting parties eleering to participate ill the ownerShip

35 ofs.ucltinlimlst shan be rcquft'ed.locontrihute thcirshares ofthe defaulted amonntupon Ibeir election to participate tharin.

36- 4.. AdvaJey P)yrn£pt: If a dcl'imll i& D;Qf .cun:d:llIilhiu drirty .(36) days of the- dcliYl::1'Y of a NoI~ uf Dcfilull, 0pcmt0F, OT

31 N~omifOpeIlltQt· is Ihc defaulting parI,y, _:i thereafter require: advl\llCe payment from the dd"aulling

38 part)' of s.uehdefiWilfngparty's anticipated share of any item of~ for whieb Opewor, Ot Non-Openltors., as the: ease· inay

39 be., would be entitled to reimbut$elllent under any provisiOll of this agn:e1'neut,whether or nol such expense. was the subject of

40 the previous rlefauh_ Such riGht includes,. but is not limited 10, the right ,0 n:quire advaoce paymCllt for the I'stimated costs of

41 drilling a wi'll or Completion of a wdl as to .which aD election to participate: ill drilling or Completion has been made. If the

42 defaulting party rails to pay !he required advance paymeut., the non-defaulting partiCll may pursue any of tbe remediC8 provided

43 in the Article VII.D. (Jl' any other defalllt remedy provided elSewhere fu this agreement. Any excess of funds advanced ternainIng.

44 when the: operation. is. comptemd.and all costthave be:en paid shaD be; promptly Jd:umed to the advancing party.

4S 1. CoMo MId Allomm' fscs; In the l)'I/en1 aay pany is n:quiJed 10 lu:iDg kgal' proooed~ugs to cuforec: any fiulIllCial

46 obligationofa party b.ereltndel', the pte'lailiDg party in suclt action sW he- entitled kl recovet ;ill com 008Is, costs of

47 (:(llleenoD, and a reasonable auomey's fee, which the lien provided for herein shall also seeure.

48 L Retllab,Sbnt-ioWeD PlYIDenls and Minimum Ropiltier.

49 Rental&. shul-in well payments and minimum royalties which may be. required under the ternls of any lease shall be paid

50 by the part)' or paFiieswho aubjeded sucb lease to this agreemeut at its or their expense. In the c:YCJlt two or more parties

51 OWlli and have cOntributed interests. in !be same lease Ie this agreem:c<:lt,. such parties. may dl':signate one of sm:h parties to

52 make: said paymlmts fOr" lntd Qll. beIilalf of aH Sl2CIl parties. Any party may request,: and shaIt be ""ltitIed 10 rt:ceive, propCT

53 evidence of' aU SU'(:a' payments. In the event of faiiure. 10 maIre proper payltlenl of any- rental, shul-in welt paymenl or

54 miIlimuinroyahy through mistake. or o\le:tsight wll:l:re soch payment is te<)ui;red to contiillle the lealle- in foree-, IIny l(1ss which

55 results from such nou-paym.enl shall be borne. in accordance witb the provisioosofArticle IV.B.2.

56 Operator shall notifY Non-Operators of the anticipated completion of a shut-in well, or the shutting in or return to

SJ prrnJuction of a producillg wen, at least five (5) days (eIl;duding Satutday, Sunday, and legal holidays) prior to taking sucb

58 action, or at the earliest lJPpnrlunil)l pemitted by circumstances, but assumes no liability for failure to do so. In !he event of

59 mime by Operntor to :so IlOtifY Non-Operatgrs,. the lms of any lease contributed hereto by Nou..()peraton> fur faiiure ID make

60 tim.ely payl'tlCJlls. orallY sJ!lut-m wellpaymenr sbaU be bome jointly by 1!I.e parties b.ere!o under !be provisions of Article

61 1V.B.l.

62 F. Taxes:
63 Beginning with the first calendar year after !he effective date hereof, Opetator shall render for ad valorem lantim": all

64 property subject to this. agreement which by b1w should be rendered for such taxes, and it shall pay all such tal<;es assessed

65 thereon before !hey beeome delinquent. Prior to !he rendition date, each Non-operator shull furnish Operator informalion as

66 to burdens (to include, hut not be limited to, royallies, overtidlng royalties and producliou payments) on Leases and Oil and

67 Gas- Interesta CQn!ributed by sucb Non-opmltor. If the assessed val\lllnon of any Lease is reduced by reason of ilS being

68 subject 10 outstandittg. excess royalties, overriding royalties or production payments" tile reduclion in ad valorem tax.es

(f} resulting therefrom shall inure to the benefit of the &wner 01' oWllers. ofsucb Lealle, and Operator shall adjust the cha.rge It'

70 such owner or ownets so as to retleet the benefit of such reductic-no if the ad valorem we:; are based in whole or in part

11 upon separate valuariOns. of each party's worldng Interest, then notwilhslanding anything 10 the conirllfy herein, charges to

12 the joint accoUDtsball be made and paid by the p~ hereto in accordanCe witb the tax value generated by each party's

13 wOrking in<erest. Operator shall bill the other plIrties for Iheir proportionate shares. of all tIlx payments. in Ihe manner

14 provided in Exhihit "C."



A.A.P.L. FORM 610 - MODEL FORM OPERATING AGREEMENT -1989

I If OperlilOr. eOllSldeIll any tall assesllmcDI improper, Operator may, at it!! discretion, protesl witbin the lime and manner

2 prescribed by law, and prOSef:u.le the protest to 1I final determination, unless all parties agree to abandon the protest prior to final

3 determinatiOn. Dilrillg the pendency of a<bninistrlltive lIT judicial proceedings, Operator may elect 10 pay, under protelli. all such taxes

4 and IllY illtel:est and penalty. When llll' suen protested assessi!lenl sltalllJave been "lillaU,. determined', Operator shall pay the tax for

:; lhe joint acCl,lUll1,. together with any· interest and penalty lK:ctued, and !he IMal cost shall then be assessed· against the parties, and be

6 paid by them, as provided in Exhibit ~C."

7 Each party sliaupay Or cause to be' paid all produCtiOn, severance, excise, gathering and other taxes imposed upon or with respect

8 to the production or bandliDgofsllCh party's share ofOil and Gas produco:dunder the lerIllll armis agreement.

9- ARTICLE VIU.

10 ACQUISITION, MAINTENANCE OR TRANSFER OF INTEREST

11 A. Surreader of Leases;:

U The Leases .covered by ih~ agreeiuctlt, mSQfar as lhey emhmt:e aereagein !he Cantract .AIea,. shall not be surrendered in whole

B or in part lIDless. an panies eo_at tbe£et{l..

14 HoweYtt, should any parly desi~ tosurrendei: its interes1 in any Lease or in any portion theroof, such party shall give written

J5 OOIiee of tDe propl)!led summder to all partres, and the parties 10 whom such notice is delivered shall have thirty (30) days after

16 dClivel)l of lbenotiee within which to n01ify the party proposing the: suuender wbether they elee! to consent !heretO. Failure of a

11 pariy to whom sitCh notice is. deliyeredto reply witbin md lO~day period shall cOllSli!ute a consent to the surrender of Ebe Leases

1& described m. die noticeclfall parries do nOI agree or consent thereto, the party desiring 10 surnmder'shall assign, witho1l1 express or

J9 implied wananty oftilk', aU of its lnteIesJin sucb LellIIe, or po'Irlion thereof. and any well. mateiial and e'qUipmenl which maybe

20 located lhe:reou and lmY rights: in ~ifm Iheteafter secured,. ttl the parties. not alBSellllDg 10 sueh SIIl'reuder. If the: inteIe$\Qf the

2ias.s.ig.uingpanyis or inetwlesllm Oil ud Gas InMes.t. Ihe ~ngparty &han execute and deliver to the plMly or pa!l~ not

22 eonsell1.ing to such &IIl'reIlder an oil and gas lease !;Overing such Oil and Gas Interest for adeon of one (1) )lear ud so long

2l thereafter as Oil and/or Gas is produced from the land covered thereby, such leasem he on the: furm artadml hereto as Exhibit "B.~

24 Upon $llCb assigomem or lease. the aSsigning party shall be reliewd from all I,Ibligatil,lllS tbereafter accruiBg. hl:ll not theretofore

25 acqua!, Wilb respect to tbeintereSl llSsigued or lI:ased and the operation of any wen attributable 1bereto. and the assigning party

26 sballbave DO furtheriulerest ill the assigned or leas.td premises and its equipment and produclion other 1ban the royalties retained

27 :ill any Ieasemade IlIKkir the terms of this- Al1i<:le. The- party assignee or lessee sbaII pay to tbe pan}' assignllf lW lessor ,he

28 reasonablesalY~'!aw,e of the: latter's mlerelll iD llDY _11'$ sah<abIe maleriais and equipment Dttribulable to the ass.igned or leltSlld

29 acreage. The wlile- of aB sa.lvab1e inaleriab and .pment sfull be: determined inacconianee .willi the pmviSloos of·E:xhibil ~C,~ less

30 !he. estbnated ~st otsaivagingaUdthe estimaledooSl of plugging and abandoning and restoring tbl:; surfare. If such value is less

,U man such costs, lIen the part)" assignor or 11:$$0; shall pay to !he par1)l' assignee or lessee the amount of such deficit. If H":

32 assiglIln'i:nt or lease· is in fal'Ot of IIlOJi than ODe party. !be interest shall be shared by s.uch parties. in the propllflions tbat tbe

]] interest of each beJlfSlO die total int:eIe:st of aU such parties. If Ibe interest of the parties to whom the assignment ill to he made

34 varies aooording 10 deplh,tben1he interest assigned sball similll1'ly n:fleclSuch variances.

35 Any usIgmileIIt,. Il:lIlIe c£ sum:Dl1eT tatde under- this pmvision shan not redtK:e Of" chauge the assignor's, lessor's or surrenderillg:

3Ii party's. illtflcst as it was; immediatc:tykwre tbe assignmCIll, lease or sllmmder in the baIan~of the Contract Area; and the acreage

37 llSSigned" '-d nr swremkreIJ. and subs~nt operatiOns thenloo, shlill not tHereaflel" be: subjet;t to tHe terms and provisions. \If Ibis.

38 agreement MIt shallbe lkeuir:d soojetl to an OpeIatin;: Agreement in the .rorm l)fthis agnem.ent.

39 B. Renewal Qr Ertension ofLea~

40 If iilY'patty sncllnls'anmewll!or replacement of an Oil and Gas: LeaSe Or InlereS:l subject to lhi~ agreement. then all other parties

41 sball be Dlitirllld promptly upon lIlIllb acquisition or, in the CltfIeOf a zeplacementLeaselanm before e$.piration of an existing Lease.

42 promptly upon expimion of the existing Lease., The parties"notified shall have the right for 3. period nf thirty (30) days following

43 defivet}'of sucbtio11ce in which ,10 elect to ·partil:iPalc' in the tJwucr.iliip of the renewal or replacem.:1I1 Lease, insol'ilT lIS such Lease

44 aJ'feds. landii within the Cwttmct Area, by paying 10 the pa>1y 'llhe! acquired it their proportionate shares of the aClfilisitio!1 coSl

45 all()(::Bltd to tllat part of S:~ Lease wilhin t1'le Con1lllCt Area, which snwl be in propu.rtioD 10 !he mterest held at thaI time by the:

46 patties in die Cnnmwt Area. Eacb parI)'who participates in the punibase of a renewal or replllCelI1Clli Least: shaI:I he ,giveJl an

41 assignmCllt of itS: proportionate interest tberein by the acquiring party.

48 If S:(rlIie, but leom than all, of Ibe parties elect tQ participate in the purchase of a renewal or reptaeement Lease, it shall be oWned

49 by the parties who elel:lto participate lhen:in, in a ratio based upon me reTatioDShip 'of l:beir respectivepercenlage of participation in

50 the Contract Area to the aggregate of the p=tages of participation in the Contract Area of all parties participating in the

51 pun:base of such renewal OT replacemC!d Lease. The- acquisi1ioo of a fe1lCWal or replacement Lease by any ot all oftbe parties hereto

52 shan IIOl eauSe an:adjwtmlmt of the interests oflhc:.~ Slamd mExlJibit"p"," bllt any renewal arreplacement Lease in...-hIch

53 less Ibn a1~parties ¢lect 10 pal'tidpale shall nQtbe S:l.lbject totbisc agreement bill shalt he deeme.d subject 10 aseparale Opellltmg

54 Agreement ill the form ofthis agreement.

S$. If lhe interests of lIle panins in theConttaet Area yacy according 10 dep1h, then their rigbt to participate p:roportionately in

56 renewal or replacement Leases and their right to receive au.i!SSignment of inlerest shall also reflect such depth variances.

51 The p.1"ovmons of this Article.s:hall apply 10 renewal or replacement LellSell whether they are fur rhe entitc interest cov~d hy

5& tbe expiring Lease or COIIeI: only a portion of its area or an inlerest 1berein. Any renewal or replacement Lease t:aken before the

59 expiration IJf its predecessor' Leaat, or 13ken Ilr conIIacted for or becoming effective wilhin six (6) monlbs after the expiration IJf the

66 exi@Dg Lea:se, shall he SII~eet tll this provision so long as. this agmlIDenl is in el"l'eet at the time of sllCh acquisitiml or at the time

61 !be nmewaf Or- replacement Lease: becomes: effective; but any Lease taken or- o;olllraded for more 1ban six (6) moutbs after the

62 expiration of an existing Lease shall not be deemed II renewal or replacement Lease and shall not be wbjeel to the provisions (If this

63 agreement.

64 The provisions in this Article !!ball also be applicab~ IQ extensilllls 0{0i1 and Gas Leas~.

65 C. Acreage or Cash COlltriblltloD5:

66 Whilethi:lagreement is in force, if any party oonltacts for a contribution of cash towards the drilling Qf a well or any other

67 opemlioll on !he Cootrnct Area, such c(lrrtribuliou shdl be paid 10 the party who- cooduetOO !be drilling Qf other operation and shall

68 be applied try i1 against !be cost OfS11Ch drilling or (lmcr operatioit. Iftl1e COlltrw\1lion be ill the form of acreag~. th~ paTry to whom

69 lhe ~oulFibu.lioo is mad~ shall p:romplly lender an assignmenl of the acreage, without warranly (If title, to the Drilling Parties- ;n the

10 ptopQrlioDS said Drilling Parties shared lbe oos.t of dnlling lbe well. Such acreage shall become a separate Comraet Area, and, to- Ihe

11 extent p(lssible. be governed by provisions identical to mis agreement. Each party shall promptly no1ify all other partiescf any

72 acreage or casb contributions it .may obtain in StIppmt of any well or any other operation on the Contract Area. The above

13 provisions shalt also be applicable to optional rights 10 earn acreage outside the Contract Area which are in support of well drilled

74 ill:!lide Contract Area.
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If any party cootl'aclS for any consideration relating 10) disposition of such party's $hare of substances produced hereunder,

such consideration shall notbe deemed acontribulioD as contemplated in this Article VII1.C.

D. AssizIllDCIlt; MaiBtenallce ot UDifona IBterest~

Filr tile purpose Gf maintaining lIllifocmity of ownership. in the.. C(m!rllct Area in the Oil and Gas Leases:. Oil and Gas

lnte:nlSls, wells, equipment and praduetron covered by this agreement no par!y shall sell,. enl.'umber. transfer I)f make otlier

dispooitionof its interest in the Oil and Gas Leases and Oil and Gas Inlere5\:s o:mbraced within the Contract Area or in wells,

eqlripment and production unless such disposition covers citber:

1. the entire mreccSf of the panyin all Oil and Gas Leases, Oil: and Gas l:Dteresl&, wells, eqlripmeut and prodltetion; 01'

2. an equal undivided pw:ent of full' parIy'spreseDt inUoren in all Oil and Gas Ll:laSes, Oil and Gas Interests, well8,

equipment and produetiOnin the Contract Area.

Every· We, em:umb~. tfllnSfer or ather dispOsition mad1l by any parly shall be- maI!e expresSly subject to this agreement

and sbalf be made .rnWtlt .prijlldi« In the rip! of the- <:>ther parties, and aDy tnmsfi:ree of an owntrSbip interest many Oil and

Gas Lease Ol' Interest shall be deemed a party to thill agreement as 10. the interest conveyed ftomand after !he effective date of

tbetraitsfer of ownership: provided, however, fuat the oilier parties shall not be- required to recogni:re any such sale,

encumbrance, InInsfcw or nther disposiIiOD fur any plllJlO!le hereunder until thirty (30) days after Ihey have. received a copy of the

iustrumeut. of traD.Sfer or other satistaelory evidencec theteOf in writiJig from fue trausfewr or ttallsferee. No assignment or otber

disposition of in\ere$l by a party shan relieve $olICb party of obligation$ previoll$ly incurred by such party hereunder with r~ec!

to the interest tnlnsferred, including without limitation the obligatinn of a party 10 pay all cosb allribulable to an operation

ctmductetI hereunder in. wbi<:h such party Itu agreed. to participate prior m making suclt assignment., and the lIen and 5eCtlrity

interest gunted by Article: Vn,B, Sl'taD wllliDoo- 10 IIIlrden the imercst tnulSfem:d to $C(:\lIC. payment wany such obligations"

If, __ llllYUme: IIIe iuteres1 of any party is divided among and o.wned by fOur or mure ClHIwnen,. Operator, at us diseretion.

mayrequiresuth oo-.owners 10 appoint a single lI"uslee or agenl with full authority 10 receive Mnces,appmve expendiIlllC:s,

rec:civ.e billings fur and approve and pay SllCb pany'\!: share of !he joinl expenses. and 10 deal gI:llemIly with; and wilh power to

bii1d; Ihe oo-ownersof such party's in1erest within lhe. scope of the operations embraced in this agreement; however, all Such eo

owne:I'S shall have lIie right In l:!lteT into and execute all wntracb or IlgIelllllenls for tbe. di5position of lbeir respective shaMS of

\he. Oil and Gas produced from the Contral:1 Are~ and !bey shall have the right 10 reeeive, separntely, payment of Ule sale

Jrroeeeds 1&I=of.

Eo- Waiver 8f Rig~ts fO P.rtiIleIl~

'f peimitted by \be laws of the state or stale! in whieb the property eovered herel>y is located,. each part)' hereto owning, all

undivided inleusli il) the Coutracl Area waives art)' and aU rights it ma.y have to panition and ha.ve sel aside tt> it in seveI1llty its

lIDdivided inlewsl thtTeiIi.

J' P 1ft" $I 1V"'· 'B II.F811..81

8 \OP*1i;.,~di: Ch cl If HI" bl I

SII~'11ld Ill! JliWl) - de ·Fi 'B rell all af all' lIaFl sf "Ir. "Rlan I .. lAd ~iB .mHiRI, IH' ill Fil!lHe aRd "JlI8fiFIIl ia 'h8 G1lRlla8\

tll!lI,- "I_aU: p l'j g. 1 ui~1'i' Ie Ille eli F Pll!*i illl "U "RUE IBfea 1 IllRl". -Ill pFafElllllt t"'fBP"p II" h

FIlali; hm+ :h- fill!" f *e I. r IPS tar fuas t f 'b aaliJ.r- 'Pili'S d lP'a ~ ywch • *a r rob 7

p!"lai% i hid ~ w·p· R uRi;!:.; 11 "' rfi aa pF # 'i6. IIAf II IlhE lap B ,flSi aW lh Mfi l'j ij d • I. BR

Bllt'\Il19lf:9l? -gh\frafPd-f'nt'O,ilia~r?Pcrtb fc' t~r;R~1 f 'hpj; * Wi; -1 .. nIh

u .It uRd"llllRP L iRl"afll! t i-Ill, tin 8~eF Jl8~ JlWBfllP8F te r 11; Moil, 'f !fI' Bpl'? 181 -gil 'a ;l'li?FiI J, Ih

]l"lCha " 8 f11"Wn "If Ih "'a" b

aF tu jj p 'lit its 'lJ,' g! ~ Wfl'9' 'i lidalilRl_ 'lIl'1lJ ...l? t P aF d J'a11yall Ilf 1m 00 aDa Gas a8&~S

te. 8DJ ,afFJ" ElF 'II 1m de sf iHI "MaruI 11 B Sll'e1\1-8f3 lIE 'H! II ai" By SF Ie Pi tHl8"1Iilll"'j Bf Ii ,_Rt eBIRf!8DJ. 8t 18 ll!I)j

1mpS ] 'Ii h'hlli:dl~llIlya HtjsE't,sflhe9IS"

ARTlCLI: IX,

INTERNAL REVENUE CODE ELECTION

If, for fedeta1 income tax purpo5CS, this. agreeinent md the opemnons bereunder are tegarded a& a partnership, and if the

parties. have nOl otherwi5e agreed to form· a !all partnermip PlI£5uant 10 E:lIhibit ~G~ or other agreement between lbem, eKh

pari)' thereby aff«'le:d elerts 10 be. C14~uded from the application of all of the provisions of Subchapter MK,." Chapler I, Sublitle

~A.~ of the Internal Revenue Code of 19&6, ali amended ("Code~). ali permitted and au1bori:red by Sectiou 161 of the Code and

the reg.watious promnigak:d theretmdet". Operamr is. a'lthorized and directed In execute 611 behalf (If each party hereby afli:lcted

SI1Ch evideDce: of Ibis. dection as: I8lIy be [equired by \he: Secretai)' of the Treasury of the Uuited SIllies or the Federal Internal

Revenue Service, incJuding specifically, bUl not by way of limilation, all of the rellmlS, slalements, and the dala requimt by
Treasury Regulation §t.761. Should there be any requirement that eathparty hereby affected give further evidence of Ibis

electioll, each such party shall execute. such documents and furnish such otber evidence as ritay he required by the Federal Internal

Revenue Service or as. may be necess3I)' to evidence this election, No $lIch pllI1y shall give any !Iolices or lake any olber aclion

inoonsistent wilh the election made Qby_ If any present or future iJlC.Ol\1e, taJi laws of Ihe slate or slat« in which the Contract

Al'ea is located or lID)' Mum mcOllle lllx laws (l-f the Uuiled Stales comain provisions simillrl: 10 those ill Subcltapler "K.G Chapler

t. Suhtille GA,W of lfle Code, 1D1der 'lImcb an election similar to thaI provided by Sectioo. 161 of lb.e Code is pennilled, eacb party

ltereby "ffu:ted shall make such election as. may be pemtilled or r~d by snc.h laws.. In making the. foregoing eleclion, ellch

such party S1aks that !he income det'ived by such parly from opeialions bereunder can be adequalely delenniued without the

computation ofparIDeu.bip taxable illWllle"

ARTICLE X:

CLAIMS AND LAWSUITS

0per111or may setlle any single uninsured third party damage claim or suil ari~ing from operalions hereunder if Ihe expenditure

docs notcxcccd~NTHOUSAND DuUarlO {$ 15060 ) and ulhepayment is in complete settlemenl

ofsucb. claim oc suiL Iftlle amount required fIW selltemcnt eKceeds \he above amolJ\lt, the parties hereto. shall assume and take OVeT

the further handling of lite claim or suit. W1less su>:1l authority is \klegated to Operator_ AU costs and expenses- of handling settling.

or QlhCXWlse discharging such claim or suit shall be a lite join! ClqICD.Se< of the parties participating in. the operation ftom wllicb. the

clann or suit arises. If a claim is made against any party or if any party is sued on account of any mailer arising from operations

hereunder O'ier wb1ch snell individual has no cootrol blreaure of the rights given Opemlor by Ibis agreement, such pany shall

immediately notify all other parties. and the claim or suit sllall be trealed as any olher claim or suil lnvnlviog operations hereunder"

- 15-
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C. RegulalnryAgcllctes.:

Nothing berein contained shall grant, or be eonst:rued to grant, Operator tberigbt or aumority 10 waive or release any

rights, privileges, or obligationswhicb Non-Operators may have under federal or state laws or under rules, regulations or

A. uws, RegullltioRs aud Orden;

Tills agreement shall be subject to the applicable laws of the. state in whicbthe Contract Area is Im:ated. to the valid rules,

regulations, and nrdeIS of any dulycoll5tituted regulatory body of said state; and to all llther applicable federal, slate,

anll local laws. ordinances, rules, regulatioos and orders.

B. GO'I'erBiBg Law:. AS SET FORTH IN THE DIVELOPMENT AND EXPLORATION AGREE,MENT

ARTICLE XI.

FORCE MAJEURE

If any party ill' rendered Ullable. wholly o£ in part,. by force majeure \(lo carry oul itS ohligations under this- agreement, other

Ihlin .the obligation to i»demnilY or make nwney payme:nt& or firmish sec.urity. that party shalI give to all Q.ther pIltMs:

pmmpt written 'OOti(:~ oJ the ft,rce majeure willl reasonably full particulars oonee:mingit; th.ereupon. the Gbligations of the

plU"t}' giving thenotice,Sll fill: liS they are affected. by the rOtc", majeure, shall be suspended during, but DO longer than, the

continuarice of the f~ majeure. The term ~force IIl3jeure," as here- employed, shall mean an <l(;I. of God, strike, lockllllt, or

other iudustrial disturbance, act of the public enemy, war, blocll:iUk, public riot, lightening, fire, s.torm, flood or other act of

nature, explosioo, governmental action,· governmental delay, restraint Of inaction, unavailability of equipment, and any other

cause, whether of the kind specirwally enumerated above or otherwise, which is not reasonably within the wntrol of the party

elaimingsusp~on,

Tfu:. af(e(;ted partySitall use all re&sooaMe diligefl(;:e kl remove. the fon;e majeure sU:uation as quickly as practicable, The

-requirement that· any fOl:ce: majeure. shall be remedied wi:th aU reasonable. dispatch shall aot require the settlement of strikes,

lockollts, or other labor. dUfu:lIlty by the pltrty. involved, contrary to its wishes; how all suCh difficulti« shall be handled sMI1

be eDtiTelywithin the discreri~ of the party WIIceroed_

b II .liP. II t pat liB"h.! "<l W'lttmT (pamFIIlIIBBB paR

liP... irk pr ! g r 'OPNl"'ette, II n b gw r.! ...

'Alii; g; , 11II lBiHhfli '@Fbi! I IUllta,

pa fc_ r b"'.II, ,. pMn.! r. rlptf, * ..

ARTICLEXIL

NOTICES

All notices authorized or requited between the parties by any of the provisions of this agreement, uDless otherWise

specifkally provided,. :saa1l be in writing llDd detivtted in peISIIn Q'f try United States mail, courierserviee. relegram, telex;

telecopier or lJIIy 0lM£ mrm of lk.sitnile. postage- ~ eb.arges prepaid, 3Ild addressat «t. sllCn p-arties at the addresses listed on

ElImbit .A." Alltelephl.lne 6t oral lWtices permitted by this: agreement sball be confirmed immediately the:reafter by wrilten.

notice, Tbeorigiluning notice given imder any provisIDn httC1>fshaIl be deemed deivered: ooly when received by Ihe party to

wboni suchnoticl: is directed, and Ihe rime fur such patIJ 10 deliver any Mtiee in respouse Ibereto shall ftm from the dale

!he origtDatin!l- notice is received. "Receipt" for pUqJOIiCS of tbis agreement with respect to written ootice delivered hereunde:r

shallbe;, actual delivery of tbellotice to the address of the party to be nonfied specified iB. a~ordance with thls agreement, or

to the telecopy, facsimile or telex machine of such party. The second or any responsive notice shall be deemed delivered when

tIepos.ited in m United States mail l'Il ali the II-ffice II-f tbe eouner 0{ telegrapb ser,vice. or upon transmittal by telex; teleeopy

oj'- f.lcsimjfu" or when personally defi¥eIcl kJ Ih¢. party 10 be notified. provided. that. when Rspornte; is required within 24 or

4R. bOars. sveb~ sba:ll be given oWly or by telephone, telex,.ldeoopy or other facsImile witbill·such period. Eacll pmy
shall have the,. right 10 c1tan~ ilsaddress. at lUIy time, and from time to time, by giving written notice thereof tl\ all other

parties. If a. party is not available to receive notice orally or by teleph(JDe when a party attempts to deliver a. notice required

to be delivered witbin 24 or 4& bours, the notice II1IIy be delivert:d in writing I!f an)' other method specified herein and wall
be deemed delivered in the 5ame mantter provided above for any responsive notice.

ARTICLE XIU.
TERM OF AGREEMENT

Tbis agreeMem silItIl renuin iD full fuo:e and efIeet 3S 10 !he Oil and Gas Leases amI'IOr .Oil and Gas Interests suhjed

hereto for lbe: period of lime selected below; pronded, howo:::ver, no party hereto shall eve:~ be construed as bvillg lIDY right, tillt::

willt«esiln or to lID)' Lease or 011 and Gas Interest contributed hy any other party beyond the teI:m oflhis lIogr«Jrnmtc

I!!l OpIiOllNo J·SO leng as- any of the Oil and Gas U:lUI<'3 subJecf 10 thi""8roemcnf remain or are continued in

fOlee as to 3Dit' part cfme Conh:aet Area, wbe.lber by produetion, extension; rene,wal Of otbetwise.

[J Moo No . 2: ·In the CVClII the well oollc,ibed fn Artick:-. VI.A., or any mbseqncnt well drilll:d UDdcT any provision

of this agreement., IC:rults in the COmpletion of a well aSB well capable of proouction of Oil andfor GlliI in paying

quantities.. Ibi.. agreane:nt shall ti0ntioue in fmce- 59 kmg as any sueh well is capable uf production, and f(ll' an

additional period' ilf __ daY5- thereafter; provided, however, if. prior, to tlte ~n . of sucb

additioDaiperiod,. one Of more of the parties hemo are engaged in drilling, Reworlring, Deepen~ Sidetnwkiag,:

Plugging Back, testing Qf attempting to Complete or Re-i:omple:te: a wen or wells hereunder, Ibis agreement shall

wDtinue in foree until such operal:iOJl$have been completed and if production Jesuits therefrom, this agreement

shall continue in foree: BS provided berein. In the event the well described in Al1lc.1e VIA., or any subsequent well

drined heretmder. results in & dry hole•. and no other well is capable. uf. producing Oil lIml(or Gas from the

Contract Area, this agreementsball terminate unless dnlling, Deepening, Sidetraclr.ing,Completing, Re

c:ompkling,. Pl:ugging Back 01"~iBg (lfIeratioBs llro <:OOD'I1Cuccd within days from the

date of abandOnment of 5'aid _II. "AbaOOomnent"' fur meh. puqicses. shall mean eitfteT(i) a decision. by all parties

It(ll to eondnet any fUrther opemtilms on the- weB. Of til) the- elapse (>f ISO days from the OOmllict of any

operations on th¢ well, wbiche-yu first oceuts.

The termination of l:bi5. agreement shall nat rdieYeany party hereto from any expense, liability llr other obligation or any

remedy therefor which hasacCI'lle:d or attached prior to the dare ofsueh temrination.

Upon terminatiOll of this agrel:itlcut and tbe satisfaction of all llbligatiollS bereunder, in the event a memorandum of this

Operating Agreement has been filed of record, Operator is authorized to file of record in all neeessary recording offices a

notice- of renninatiWl, and each- party hereto agrees w necl!te sud, a lIotice of termination as 10 Operntws interest, upon

~uesf&fOpemtoF.tfOperator has satiSfieEl all its financial 0bJigarions•

ARTICl,EXW.

COMrLlANCE WITH LAWS AND REGUL.<\TlONS
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orders promulgated under such laws in remu«: to oi~ gas 'and mineral l1'erlltions,. including the location, operation" oI

prodllCtioDofwell:s:. on trac!S offi;etting or adjacent to~ ColitractArea.

With respect to the ope;atioll8 hereunder, Non-Operarors. agree til release Opemtor from any and all losses, damages,

injuries, claims and cau:w.> of action ariSing oot of. illl:ident to or resultmg directly or mdire<::lly from Operator's inte<pn:tatioll

o:r application of rules" rulings, regu(alWns or orden of the Department of Energy or Fedt:ral Energy Regulatory Commission

or prede~or or su<:<:csoor 'agellllics 10 !be eJltem such iDteqll'etatioD or application was made in good faith and does. 001

constitute ,gwssoegligencc. Each Non..()peralor further agrees to reimburse Operator for such NOIl-Ope,rator"s share of

production or any refund. fine, levy or other govenunental sanction mal o,perator lIllI)' ,be required to PllY as a reslllt of such

an inconect imtrpretatilin lIT, application, together with intcTest, and penalties thereon owiDg by Operator as II result of sucb

incorrect interpretation.or application.

ARTICLE XV.

MISCELLANEOUS

A. E·UCIItioA:
Tbis agreement shall be binding upon eOOl! Non-Qperatnr when this agreement or a ooun1erpart tbereof has been

executed. by such Non-Operall.lrand Operator DOtwiiltstanding that this agreement is not tlu:n or thereafter executed by aU of

!he parties- to whicb it is tendered or which are listed on Exhibit "A" as nwning an inlerestin the Contraet Area or which

own, in fact, an interest in the ContrllCt Area. Operator may. boweYer, by wrinen notice to all Non.Qpe:rators who have

become ooWldhy ibis agreement as. aforesaid, given at lIJly tiu:ie prior to the actual spud date of the Initial Well hUI in no

l:Verll later thalIofive da)f$ prior to the- date specified in Article VI.A fm OOmJnem:eIDCllI of tht: Initial Wen, terminate this

agreemem' if Opet-alllr in M 1WIe l.tiscretion determi1les that there is insufficient pamcipati<:m. tu justif"y couunencement of

drilling opualion&. lit the eveu.t of S\ldt It~n by Operator. all fllnher obligations of the parties bereunder shan l)ellSC

as of such' tenDiolltioD. In the e:veBl any Nlnt-Opcmor bas. advllIICedrn- prepaid' any sh~ N dnlling or olber toots

hereundi:r~ 011 SomlS 00 advanced sban berctumed to sucb Non-Opcrator without interest. III the event Operator proceeds

wUh drilling operatiotls. for the Initial Wen without !be exooutiOn hereof by aU persons listed on Exhibit "A" as baving a

current wOrlcing iml:teSt in ~ weIl" Operatur shan indemnify Non-Operatouwilh respect to an costs incurred for the

Juilial WeD whieh would have been charged to such perSon under this agreement if such person had executed the same and

Operatol' shan receive aU revelillCS which would have: been received by sucll person under this agreement if such perllWl; bad

extellte«tlwsa_,

a. Stl«esson-am AssIpS;;

This agfCCmeDt shaII be binding upon ItDd shall inure: .10 the benefit w the parties hento and1heir respective hein;

devisees, legal representlltives, SlICCl:"SSOt'S and assigns, and the terms hereof shan be deemed to run with the Leases' or

Interes1& included within the COlltrIlCl Area.

C.COIlID.terp3lrh:

This instrument may be ex~ledin any number of counterparts:, each of wlJich shall 'be considered ali orig;nal for all

1""1">=
D. snenltilitr-

For the PUJpQSeS: uf assuming, or rejecting- this agn:emc.nt lllI; an execlltory Contraci pllruf8tll: to federal bmkr~ptcy laws,

this agreement shall 001 be severable, bll1. rather mlllll be assumed or rejeeled in its entirety, ltIld the failure of any party w
tbisagreement 10 comply with aU of its financial obligations provided herein shan bea material default.

ARTICLE XVI,

OrnER PROVISIONS

HRBll:RA~H.nt'<6I~~~-WAAJ!gSlh~.. .T TOAm..,IE.J!MJpAND C~NDmON~ OF..;m.,
OP.....~ l$iWMEW"'UlWHcr"'Wl'l'ii'"'60 . &TENT '-lI'll'll W'"P~"~~ 81 'fIli
Htk~llf:T1.~=l~:~d~A~~UROVISlONSOF niEEXPLORAUON AND

- 17-
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IN WITNESS WHEREOF, lhis agreernt:nt shall be effective as aCme. day of ~_~

.,........,.....,,___~-,___.....,_:_-,___,____:_.,.'who has prepared and circulated this fonri for execution, represents and wam.t).IS
that the form~sprinted from aDd,. with the exception(s) listed bdow, is identical to the AAfL Fonn 610-1989 Model Form

Operating Agreement. as published mcomputerized form by Fonns On-A·OIsk. Inc:. No changes, afrerations, or
modifications,. other than those made by Strikethrough and/or insertion and that are clearly recognizable as changes in

Articles have been made to the form.

•,
,
,
I.

n

13

15

l6

11

"

21

24
25

"
29

31

"
33

34

35

J7

ATTEST OR WlTNESS~ OPERATOR

By-----~------

Type or print name<

Tidc _

Date _

Tax II> or 5.S. No. _

NON-OPERATORS

By-----------
Type; or print name

TWe _

D." ~ _
Tax IDar 5.S. No. _

By-----------

Type or print name

Tmc__---- _

Date _

Tax. ID or S.s. No. _

By------------

Type or print name

Title _

0.,, _

Ta.x ID or 5.S. No. _
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ACKNOWLEDGMENTS

1 Note: The foilowing forms of acknowledgmenl: are the short funns. approved by the Uniform Law on Notarial Acts.

The validity and effectoftbese forms in MlY stat:ewill depend upon the statutes of that Siate.

4

5 Individual acknowledgment:

• Sta<eof )

1 )ss.

, Col1tlIyof

This instrument was ackilowledged befOle me on

10
by

II

12 (Seal. if..,.)

13

14

15

,. Acknowledgment in representative capacity:

11 Stmeof

Tid< ("""Rank) _

My«ir:nmissimexpi:res:: _

1& }ss.

19 COUIity of _

20 This instrument was acknowledged before me on

" --------------by--------------"

22 of

" (Seal. ifallY)

24

2S

26.

II

28

29

,.
31

32

l3

J4

35

36

31

Tide(""""""") _

Mycommisrionexpires: _



Final Version

EXPLORATION AND DEVELOPMENT AGREEMENT

This Exploration and Development Agreement ("Agreement") is dated May --' 2005,
and is by and between The Crow Tribe of Indians, Crow Indian Reservation, a federally
recognized Indian tribe, (the "Nation"), and Alliance Energy Group, LLC, ("Alliance").

In consideration of the mutual covenants and agreements contained herein, the parties agree as

follows:

o. DEFINITIONS.
the following meanings:

The following terms and phrases used in this Agreement shall have

"Additional Well" means any well, other than a Pilot Project, drilled within lands on which
Alliance has acquired a Minerals Agreement.

"AMI" means the Area of Mutual Interest described in Exhibit A as finalized in the Final Land
Report.

"AMI Bonus" means an amount equal to $10 per net mineral acre owned by the Nation in the

AMI.

"AMI Rights" means the exclusive and sole access to the AMI acreage, as it from time to time
exists, for all activities and operations in connection with the exploration and development of the
AMI lands for coalbed methane, including without limitation, shooting seismic, fieldwork,
exploration and development drilling, development and production operations and marketing
activities.

"Approval Date" means the date on which this Agreement has been approved by the Bureau of
Indian Affairs.

"Commence Drilling" or "Commencement of Drilling" means the spudding of a well.

"Completion", "Complete" or "Completed" means, with respect to a well drilled hereunder, the
later of the date of drilling rig release or completion rig release, or with respect to a Pilot Project,
the completion of all wells within the Pilot Project and the completion of all Infrastructure for the
Pilot Project.

"Continuous Work Program" means that not more than 30 days elapse between the
Completion of one Pilot Project and the Commencement of Drilling of the first well in the next
subsequent Pilot Project.

"Continuous Work Program Reports" means a quarterly report furnished by Alliance to the
Nation setting forth the operations and activities comprising the Continuous Work Program.
Alliance shall furnish the Continuous Work Program Report within 15 days following the end of
each calendar quarter.
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"Earning Well" means any well drilled hereunder that is completed as a well capable of
producing oil and/or gas in commercial quantities, or which is producing water in anticipation of
obtaining production of gas in commercial quantities.

"Effective Date" means the date on which Alliance receives the written approval of this
Agreement from the Bureau of Indian Affairs.

"Extension Term" means a one year extension to all AMI Rights, as defined in the Initial Term,
immediately following the expiration of the Initial Term or any prior Extension Term with
respect to any AMI.

"Final Land Report" means a report provided by Alliance following the Nation's IS-day cure
period, as set forth in Section 1.1, setting forth the determination of the amount of acreage and
net mineral acres owned by the Nation in the AMI, and specifying which of the lands, if any,
remain subject to Title Defects.

"Force Majeure Conditions" means causes or conditions beyond the reasonable control of
Alliance. Without limiting the generality of the foregoing, Force Majeure Conditions shall
specifically include delays for permitting and archeological studies, as long as those delays are
beyond the reasonable control of Alliance.

"Infrastructure" means all facilities required for the development and production of all wells
within a Pilot Project, including, without limitation, all gas and water pipelines, field
compression, electric power facilities, access and service roads and related facilities from the
wells to and at a central delivery point ("CDP") and meter runs at the CDP.

"Initial Land Report" means a report provided by Alliance setting forth the determination of
the amount of acreage and net mineral acres owned by the Nation in the AMI, and specifying
which of the lands, if any, are subject to Title Defects.

"Initial Permits" has the meaning given in Section 2.1.

"Initial Term" means, with respect to the AMI, a period of3 years following the Approval Date.

"JOA" means the joint operating agreement in the form attached as Exhibit C.

"Minerals Agreement" means a Minerals Agreement in the form attached hereto as Exhibit B.

"l60-acre unit" means the quarter govemmental section where an Earning Well or an
Additional Well has been drilled.

"Pilot Project" means the drilling of a minimum of four (4) wells within a geographic area in
which all such wells shall be served by the same infrastructure, and includes all Infrastructure for
the Pilot Project.

"Payout" is defined in Section 4.2.

"Sacred Sites" means any specific, discrete, narrowly delineated location on the Crow Indian
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Reservation, including sacred springs, shrines, or other sites having past or present religious
significance; hideaway places for relics or sacred objects, whether ancient or recent; geological
formations or natural resources of sacred, historical, or scientific interest; gravesites, both ancient
and recent; abandoned homesites; and homesites not abandoned but located at places of sacred,
historical or scientific interest and as may further be defined or described under the Native
American Graves Protection and Repatriation Act of 1990 (Public Law No.1 01-60I)
("NAGPRA") and the NAGPRA Regulations (43 CFR Part 10).

"Title Defect" means any lien, encumbrance, encroachment, or defect associated with the
Nation's title that would cause the Nation not to have defensible title to any portion of the lands
subject to this Agreement.

"Working Interest" means the right to explore and oon for, develop, take, produce, remove, store,
treat, process, transport and market minerals, and the right to proceeds from the sale of minerals
produced, subject to a proportionate share of costs, expenses and burdens attributable to the
exploration for, development, production, processing and marketing of such minerals.

1. AREA OF MUTUAL INTEREST.

1.1 Designation of AMI. This Agreement pertains to and covers the Area of Mutual
Interest ("AMI"), as more funy described and depicted in Exhibit A, covering approximately
46,000 acres. The foregoing acreage amounts are estimates and are subject to verification upon
land and title due diligence reviews to be concluded by Alliance no later than the date that is 180
days fonowing the execution of this Agreement. Upon completion of the due diligence review,
Alliance shan submit its Initial Land Report to the Nation and to the Bureau ofIndian Affairs. If
Alliance's determination of the amount of acreage and net mineral acres in the AMI, as set forth
in the Initial Land Report, differs from the estimates set forth above, Alliance shan, in the Initial
Land Report, specify the Title Defects resulting in any variance. The Nation shall use its
reasonable efforts to cure any Title Defects set forth within the Initial Land Report within 15
days following receipt of the Initial Land Report, but shall have no liability for any failure to
cure any Title Defects. Within 5 days fonowing that IS-day period, Alliance shan submit its
Final Land Report, which shall set forth the lands that Alliance elects to exclude from this
Agreement due to Title Defects that were not cured to Alliance's satisfaction and that Alliance is
not wining to waive. The Final Land Report shan be the basis on which the final payment of the
AMI Bonus is made.

1.2 AMI Bonus Payment. Alliance shall pay the Nation the AMI Bonus
payment for the rights granted hereunder. The AMI Bonus payment will be equal to $10 per net
mineral acre owned by the Nation in the AMI, as determined by the Final Land Report, or if
Alliance is wining to waive any Title Defects, such acreage affected by the Title Defects shall
also be included in the calculation of the bonus payment. Upon the execution ofthis Agreement,
Alliance shall pay the Nation the sum of$184,320, representing one-half of$IO per gross acre,
reduced by the Nation's estimate of non-Tribal minerals contained within the AMI ("Initial
Bonus Payment"). The balance of the AMI Bonus win be due on the later of final approval of
this Agreement by the Bureau of Indian Affairs or one year fonowing execution of the
Agreement, and will be an amount equal to $10 per net mineral acre owned by the Tribe, as
determined by the Final Land Report, less the amount of the Initial Bonus Payment. If the
Bureau of Indian Affairs refuses to approve this Agreement, the amounts paid by Alliance shan
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be refunded to Alliance.

1.3 Rights Acqnired by Bonus Payment. Upon the Approval Date, and subject to
the payment of the Initial Bonus Payment under Section 1.2, Alliance shall have the AMI Rights
for the Initial Tenn. The rights granted herein, during the Initial Term, are contingent on
Alliance conducting a program as set forth in Article 3, below.

1.4 Extension of AMI's Initial Term. As to all lands not subject to a Minerals
Agreement, to the extent that Alliance has retained its rights within the AMI, Alliance shall have
the right to extend all or any portion of the AMI's Initial Tenn by an Extension Tenn as follows:

a. Alliance shall have the right to specify the Extension Lands in the AMI
on which Alliance will exercise its right to extend the Initial Tenn for an
Extension Tenn. Alliance will retain all AMI Rights as to the Extension
Lands during any Extension Tenn.

b. Alliance shall exercise this right before the expiration of the Initial Tenn
by specifying the Extension Lands, in writing, to the Nation and by
making an extension payment of $10 per net mineral acre owned by the
Nation within the AMI as to the Extension Lands. If any portion of a
governmental section is selected as Extension Lands, the entire acreage
available within that governmental section must be selected.

c. At the expiration ofany Extension Tenn, Alliance may acquire an
additional Extension Tenn, as to Extension Lands selected by it
(provided all Extension Lands selected must have been Extension Lands
under the immediately preceding Extension Tenn), by making an
extension payment of$lO per net mineral acre owned by the Nation
within the AMI as to the Extension Lands selected by Alliance.

d. During each Extension Tenn, Alliance shall continue to have the
obligation to conduct a Continuous Work Program with respect to the
lands covered by the Extension Tenn.

e. Each Extension Tenn shall be for a period of I year.

f. With respect to the AMI, Alliance has the right to exercise the Extension
Tenn 3 times. After 3 Extension Tenns, the Nation may approve or
reject any additional AMI Extensions Tenns.

1.5 Expiration of AMI's and Default by Alliance.

a. Upon the expiration of the AMI Initial Tenn, or Extension Tenn, as
applicable, Alliance shall not have any further rights in the AMI except for
Minerals Agreements previously earned by Alliance under this
Agreement.

b. If Alliance fails to conduct any of the operations or activities required of it
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in the AMI under this Agreement, Alliance's sole liability, and the
Nation's sole recourse, shall be the loss of any rights by Alliance within
the AMI, except for Minerals Agreements previously earned by Alliance
under this Agreement.

c. It is provided, however, that Alliance's indemnity obligations under
Section 8.2, below, shall survive any tennination of this Agreement or any
loss of Alliance's rights in the AMI under this Agreement.

1.6 Ri!!hts on Additional Lands. Provided that Alliance is in compliance with
all obligations under this Agreement, Alliance will have a right of first refusal to acquire rights in
lands in two additional townships that are not within the AMI, designated on Exhibit D
("Additional Lands"). Should the Nation receive an offer from a third party to develop any
portion of the Additional Lands for coalbed methane that the Nation is willing to accept
("Offer"), it shall furnish notice of the Offer to Alliance. Alliance shall have 15 days following
receipt of that notice in which to elect, in writing, whether or not to accept the tenns and
conditions of such Offer. If Alliance timely accepts those tenns, then Alliance and the Nation
will enter into an agreement covering the applicable Additional Lands containing the tenns and
conditions set forth in the Offer. If Alliance elects not to accept those tenns and conditions, or
fails to respond in that IS-day period, then Alliance shall have no further rights with respect to
the Additional Lands that were the subject ofthe Offer.

2. AMI OBLIGATIONS.

2.1 Obligations. Following the Approval Date, Alliance shall commence the
following operations and activities with respect to the lands located in the AMI:

a. Pennits. Promptly following the Approval Date, Alliance shall commence
all necessary actions and submit all necessary applications to obtain all requisite pennits
to enable Alliance to commence the drilling of all wells included within the first Pilot
Project to be drilled within the AMI, as provided below (herein, the "Initial Pennits").
All applications for the Initial Pennits shall be submitted to the appropriate authorities
within 30 days following the Approval Date, and Alliance shall use its best efforts to
diligently pursue such applications and to submit all other or further infonnation required
in connection with the issuance of the Initial Pennits.

b. Drilling Obligation: In order to maintain its rights in the AMI, Alliance will drill
Pilot Projects, in accordance with the following, and subject to the requirements of
Section 5.2:

I. Alliance must Commence Drilling of the first Pilot Project within 60 days
following the issuance ofthe last of the Initial Pennits in the AMI. All
wells within that Pilot Project shall be Completed within 60 days
following the date on which Alliance Commenced Drilling and all
Infrastructure shall be completed within 60 days following the date on
which all such wells were Completed.

11. Alliance must Commence Drilling of the second Pilot Project within 30
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days following the Completion of the first Pilot Project. All wells within
the second Pilot Project shall be Completed within 90 days following the
Completion of the first Pilot Project and all Infrastructure for the second
Pilot Project shall be completed within 150 days following the Completion
of the first Pilot Project.

iii. Alliance's obligations with respect to the first and second Pilot Projects
shall include the obligation to install, or cause to be installed, all
Infrastructure necessary to cause gas produced from the Pilot Projects to
be delivered to the CDPs.

IV. The location of the Pilot Projects, the depth to be drilled, and formations
to be tested shall be as determined by Alliance, subject to the permitting
process; provided, however, no well shall be located on Sacred Sites; and
further provided, each well within the Pilot Projects in the AMI shall be
drilled to a depth sufficient, in the determination of Alliance, to test the
coal formations underlying the AMI.

v. Alliance shall use its reasonable efforts to commence production testing of
each well drilled hereunder within a reasonable time following release of
the completion rig on such well. Production testing shall include the
measurements of oil, gas and water. The parties acknowledge that
production tests may include flaring gas and the Nation will not require
payment of royalty on such flared gas or impose a penalty on Alliance for
flaring gas during that test.

vi. Subject to Force Majeure, ifAlliance does not Commence Drilling of
either or both of the two Pilot Projects in the AMI within the times set
forth above, or fails to Complete the Pilot Projects within the time set forth
above, then Alliance shall forfeit all of its AMI Rights and shall only
retain any rights under Minerals Agreements earned by that time.

b. Continuous Work Program. Following the Completion of the second Pilot
Project drilled in the AMI, in order to maintain its rights in the AMI, Alliance must,
within 30 days thereafter, commence a Continuous Work Program. As long as Alliance
is conducting a Continuous Work Program, Alliance shall be entitled to all rights granted
herein within the AMI for the duration of the AMI Initial Term or of any applicable
Extension Term.

3. EARNING WELLS AND MINERALS AGREEMENTS.

3.1 Earned Minerals Agreements. Upon the Completion of each well as an Earning
Well, under this Agreement, the Nation will execute, grant and deliver to Alliance a Minerals
Agreement, covering the 160-acre unit in which the Earning Well is located and covering the
interval from the surface of the earth to a depth 100 feet below the deepest depth drilled or
geologic formation equivalent in the Earning Well. Each Minerals Agreement shall be in the
form attached hereto as Exhibit B and shall include a royalty to the Nation of 19%, and shall be
subject to the other rights of the Nation hereunder.
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3.2 Additional Wells. Subject to the provisions of the lOA referred to in Section
5, below, either party shall have the right to propose Additional Wells on lands covered by
Minerals Agreements previously earned by Alliance, which right shall include, during the time
that the applicable AMI is in effect, the right to drill to a depth deeper than that covered by the
Minerals Agreement. If any Additional Well is drilled to a depth deeper than that covered by the
Minerals Agreement, then the Minerals Agreement shall be deemed amended to cover all
intervals to a depth 100 feet below the deepest depth drilled in such Additional Well.

4. THE NATION'S RIGHTS TO PARTICIPATE.

4.1 The Nation's Participation Rights. All operations performed
under this Agreement, subject to the other terms hereof, and all real and personal property
interests and all contractual rights acquired and owned by the parties within the AMI and in the
Minerals Agreements shall be for the mutual benefit of the parties in proportion to their
respective Participating Interests. The initial "Participating Interests" of the parties under this
Agreement are:

The Nation 51%

Alliance 49%

4.2 Expenses and Payout.

a. Notwithstanding the Participating Interests of the parties, all costs and expenses
incurred in connection with this Agreement, including, without limitation, the AMI Bonus
and costs and expenses of drilling, completing and equipping Pilot Projects shall initially be
paid 100% by Alliance. Until Payout of a Pilot Project, as described below, Alliance shall
be entitled to 100% ofthe revenues derived from such Pilot Project.

b. Alliance shall maintain a payout account on a Pilot Project-by-Pilot Project basis.
Payout shall be deemed to have occurred with respect to a particular Payout Project at such
time as Alliance has recovered "Net Revenues" from that Pilot Project equal to 150% of its
costs and expenses incurred in connection with the Pilot Project, including all costs to drill,
complete, equip and operate the Pilot Project. As used herein, "Net Revenues" means the
gross revenues derived from the sale of hydrocarbons from the Pilot Project, less all
royalties (including the royalty under the Minerals Agreement), and less all taxes payable
out of or measured by production. Upon Payout of a Pilot Project, each party shall have a
Working Interest therein in proportion to its Participating Interest, and all revenues and
expenses in connection with that Pilot Project shall be shared between the parties based on
their respective Working Interests. Alliance shall furnish the Nation with a monthly payout
accounting on each Pilot Project.

c. Notwithstanding the provisions of 4.2, a., above, the Nation may, at any time,
elect to pay its Participating Interest share of any proposed Pilot Project, in which event all
revenues and expenses in connection with that Pilot Project shall be shared between the
parties based on their respective Participating Interests.
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d. At such time as the Nation is participating for its 51 % Worlcing Interest in any
portion of the lands covered by this Agreement, the Nation will be responsible for its
Working Interest proportion of royalties payable under the applicable Minerals Agreements.

4.3 Facilities. It is understood that in connection with the production of wells
within the AMI and marketing of production from such wells, Alliance may install, construct and
operate certain facilities for delivering production from the CDPs to market pipelines. Any such
facilities will be installed and maintained at the cost of Alliance but shall be considered facilities
within the AMI owned by the parties in proportion to their Participating Interests.

5. OPERATIONS AND OPERATING AGREEMENT.

5.1 JOA. To govern operations within the AMI, prior to commencement of
operations by Alliance, the parties shall execute an AAPL Model Form 610 (1989) Joint
Operating Agreement ("JOA"), substantially in the form attached hereto as Exhibit C. The JOA
shall govern all operations in the AMI, but shall be subject to this Agreement so that in the event
of any conflict between the Operating Agreement and this Agreement, this Agreement shall be
the governing Agreement. The "non-consent" provisions of the JOA shall not be applicable to
Pilot Projects to be undertaken in accordance with the provisions of Section 4.2, above.

5.2 Pilot Project Proposals. Prior to commencing any Pilot Project under this
Agreement, in addition to the requirements contained in the JOA, the party proposing the Pilot
Project shall furnish to the other party a "Proposal". It is provided, however, that Alliance shall
have the exclusive right to designate the initial two Pilot Projects within the AMI. Each of the
Proposals shall include (i) plans for additional strat tests and producing wells, and the number of
producing wells to be included in the Pilot Project, not to be less than 4 wells and not more than
8 wells, (ii) a description of the lands included in the Pilot Project, (iii) the proposed location for
the central delivery points ("CDPs"), (iv) facilities needed upstream of each CDP, (v) required
roads, (vi) electrical facilities, (vii) the Scope of Work, (viii) a plan for dewatering (including
discharge points) in accordance with the provisions of Article 10, below, (ix) a description of the
appropriate permitting which may be required, and (x) an estimate of all of the foregoing and
other costs and a time frame for the work to be commenced and completed contained in the
Proposal. As used herein, "Scope of Work" means the particular methods to be employed in
drilling and completing wells, the type of equipment to be installed on completed wells, the
description of infrastructure to be installed in connection therewith, and other significant items in
the conduct of the Proposal. Unless the Nation is participating in a Pilot Project for its 51%
Working Interest, the Nation shall not have the right to propose a Pilot Project.

5.3 Change of Operator. At any time following the later of (a) the date
following the expiration of 5 years following the date of this Agreement, or (b) the date upon
which the Nation has demonstrated to the reasonable satisfaction of Alliance that the Nation has
the appropriate trained personnel and the appropriate qualifications to act as operator, the Nation
shall have the right to take over operations under the JOA as to any Pilot Projects that have then
paid out, and as to any Additional Wells drilled in which the Nation elected to participate for its
Worlcing Interest ownership. To effect the change of operator, the Nation shall give Alliance at
least 90 days advance written notice prior to the date that it will assume operations. Alliance
agrees to provide such information and records in its possession and to provide reasonable
assistance and cooperation to permit the transition of operations to be made.
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6. TITLES AND ACCESS TO AMI LANDS.

6.1 Title Information. The Nation shall make available to Alliance copies of all title
opinions, abstracts of title and other title information in the Nation's possession with respect to
the AMI lands as long as Alliance retains AMI Rights in those lands.

6.2 Access by Alliance. Alliance shall obtain the Nation's written consent for the
location of all facilities and roads to be used, installed or constructed by Alliance in connection
with this Agreement, which consent shall not be unreasonably withheld; provided, however, all
wells, roads and facilities will avoid Sacred Sites. All rights acquired by Alliance through any
Minerals Agreement earned hereunder shall be subject to compensation for surface damages at
the rate of $100 per acre of land disturbed by Alliance's operations. Each right-of-way,
easement, license, permit or similar right granted to Alliance, shall contain a term that is either
(a) coterminous with the latest termination of any Minerals Agreement earned hereunder, or (b)
iffor a set term, shall be automatically renewable, with no additional consideration, by Alliance
for as long as any Minerals Agreement hereunder remains in force and effect. Such easements,
rights-of-way, permits or licenses shall permit Alliance and its contractors and subcontractors to
exercise all of the Nation's rights of ingress and egress pertaining to the lands covered by the
AMI as they initially exist, and the lands located therein for all the purposes under this
Agreement, including the right to construct and maintain roads and pipelines, and other
appurtenances necessary or useful in the conduct of Alliance's operations to the extent pertaining
to development upon or production from the AMI.

6.3 Sacred Sites Procedures. The following procedures shall apply with respect
to the determination of Sacred Sites and the consequences resulting from determinations that
preclude, in Alliance's determination, the development of any lands within the AMI:

a. At the same time that a permit or right-of-way application is submitted to a
federal agency or tribal department, a map detailing the affected lands and a description
ofthe proposed activity shall be filed with the Nation's Tribal Archaeologist. This step
may be taken before the filing of the application.

b. Within 30 days after the submission of the map a qualified representative of
Alliance shall prepare an Archaeological Survey ofthe affected area in cooperation with
the Tribal Archaeologist. The Survey shall identify those Sacred Sites, if any, which lie
within 150 feet ofthe proposed activity.

c. Within 30 days after the preparation of the Archaeological Survey, Alliance shall
submit a proposal to the Nation for avoidance of any adverse effect of the proposed
activity on Sacred Sites, or amend its application so that the proposed activity is more
than 150 feet from any identified site.

d. The Tribal Archeologist shall promptly notify the federal agency or tribal
department to whom the application is made when (a) a determination is made that the
proposed activity does not affect a Sacred Site; (b) Alliance has made adequate provision
for avoidance of any Sacred Site; or (c) Alliance has not made adequate provision for
avoidance of any Sacred Site.
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e. If either (a) a permit applied for by Alliance has not been approved within 90 days
following the date of application, or (b) a permit applied for by Alliance has been denied
due to the existence of a Sacred Site determination, then ifAlliance determines, in its sole
discretion, that such non-approval or denial has rendered one or more governmental
sections within the AMI to be non-developable by Alliance ("Condemned Sections"),
then upon notice thereof to the Nation, the Nation will reimburse to Alliance the AMI
Bonus, if any, allocable to the Condemned Sections, based on the number of acres in the
Condemned Sections. Such reimbursement shall be made within 30 days of Alliance's
notice to the Nation. Upon that reimbursement, the Condemned Sections will be deemed
removed from the AMI and from the terms of this Agreement.

7. CONDUCT OF OPERATIONS.

7.1 Cost and Risk. All operations conducted by Alliance shall be at Alliance's sole
cost and risk, except to the extent of the Nation's Working Interest after Payout in a particular
Pilot Project or the Nation's Working Interests in Additional Wells.

7.2 Performance Standards. Alliance shall conduct its activities under this
Agreement, and under any Minerals Agreement that it eams, as a reasonable prudent operator, in
a good and workmanlike manner, with due diligence and dispatch, in accordance with good
oilfield practice, and in compliance with applicable law and regulation, and having due regard
for preventing waste of Minerals (as "Minerals" is defined in the Minerals Agreement),
contamination of ground and surface waters, contamination of soils, injury to workmen and the
public, or the destruction or injury of Mineral deposits.

7.3 Well Information. During Alliance's operations, Alliance shall promptly furnish
the Nation the following information pertaining to any well drilled by Alliance:

a Written notice of the exact time and date on which the well is spudded.

b. A daily drilling report showing all formations encountered and the depths at
which those formations were encountered during the immediately preceding day, and the
well operations conducted during the immediately preceding day.

c. Written reports on all cuttings and cores taken in the well, along with
representative samples of the cuttings and cores if requested by the Nation.

d. Reasonable advance notice of any production tests, pressure tests, cores and
logs to be run in the well so that the Nation may witness the operations. Written report of
such operations, when they are completed, shall be furnished to the Nation.

e. Copies of all reports and other forms filed with any federal, state or local
governmental authority concerning the well.

f. A complete copy of the driller's log and a complete copy of all electrical logs,
on a scale of not less than 2 inches per 100 feet, from the bottom of the surface casing to
the total depth of the well.
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g. Copies of all fluid analyses and other reports or information obtained with
respect to the well.

h. Any other non-interpretive information specifically requested by the Nation as
part of this Agreement.

7.4 Geonhvsical Information. During Alliance's operations, if Alliance conducts any
seismic surveys within the AMI, it shall promptly furnish the Nation the following geophysical
information obtained by 2D or 3D seismic surveys with respect to the AMI's:

a. One paper copy of shot point basemap.

b. One digital database ofx-y shotpoint/station coordinates in a standard format (e.g.,
SEG/PI or ASCII text) and any coordinate system. Projection and zone code will
be specified if the coordinate system is other than Lat-Long.

c. One digital version (preferred) or paper copy ofall seismic survey information.

d. One digital version (preferred) or paper copy ofall seismic observer notes.

e. One magnetic tape copy (8mm preferred; specify density, non-compressed) or Cdr
ofall seismic field tapes in original field format.

f. One copy of processed final stack and migration data, if available, on 8mm tape in
SEG-Y format with each file separated by a single EOF.

g. For Vibroseis: only correlated field records need be provided, if available.

h. For 3D: provide 8mm copy of all the processed lines in SEG-Y format. Separate
different products by single or double EOF separators and describe the layout.
Provide a load sheet or other instructions for loading the data onto a workstation.

8. LIABILITY AND INSURANCE.

8.1 Relationship of Parties. In performing its obligations, Alliance shall be an
independent contractor and not the agent of the Nation. Nothing in this Agreement shall be
construed as creating a partnership or otherwise establishing joint or collective liability.

8.2 Alliance's Indemnity. Alliance shall indemnify and hold harmless the Nation and
its employees and agents from all claims, demands, losses, and liabilities of every kind and
character arising out of Alliance's performance or failure to perform under this Agreement, or the
acts of or failure to act by Alliance's employees, agents contractors and subcontractors.

8.3 Required Insurance Coverage. At all times while Alliance has the right to earn an
assignment of interest or is conducting operations within the AMI, Alliance shall maintain, at its
sole cost, the following insurance coverage for its operations:
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a. Worker's Compensation Insurance and Employer's Liability Insurance with
such limits as are specified by law in the jurisdiction in which the AMI is located.

b. Comprehensive General Public Liability Insurance, including Contractual
Liability coverage, with a combined single limit of $1,000,000 for bodily injury and
property damage.

c. Automobile Liability Insurance with the same limits as prescribed above for
Comprehensive General Public Liability Insurance.

8.4 Proof of Coverage. Prior to the commencement of operations, Alliance shall
furnish the Nation one or more certificates signed by the insurance carrier or carriers showing, to
the Nation's satisfaction, that the required insurance coverage is in force and stating that such
coverage shall not be canceled or materially altered without at least 10 days advance written
notice to the Nation.

9. FORCE MAJEURE.

9.1 Any obligations of a party ("Affected Party") hereunder, except for the payments
of monies when due, shall be suspended and deferred during any time that the Affected Party's
performance thereof is rendered incapable, in whole or in part, due to Force Majeure Conditions.
Any time limits set forth in this Agreement shall be extended by the same number of days that
Alliance was rendered incapable ofperforming due to Force Majeure Conditions.

9.2 Within 3 business days after suspending any operation or obligation pursuant to
Force Majeure conditions, the Affected Party shall provide the other party written notice setting
forth the precise nature of the Force Majeure, the scope of operations suspended, and the anticipated
period of suspension. Upon recommencing the suspended operations, the Affected Party shall
promptly notify the other party of the termination of those conditions for which suspension was
necessitated.

9.3 In the event that notification of a Force Majeure condition is not timely made as
provided herein, it shall be conclusively presumed that a Force Majeure condition did not exist for
any time period more than 3 business days prior to the date of actual notification.

10. ENVIRONMENTAL AND WATER ISSUES

10.1 Environmental Compliance.

a. Prior to commencing activities within the AMI, Alliance shall, at it sole cost
and expense, undertake all steps and actions necessary to comply with the National
Environmental Policy Act ("NEPA"), including, without limitation, conducting or
causing to be conducted, any necessary Environmental Assessments or Environmental
Impact Statements.

b. Approval ofAgreement Does Not Constitute Permission to Explore for or
produce CBM. The Secretary's approval of the Exploration and Development
Agreement and the form of the Minerals Agreement (Exhibit B) do not constitute
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approval or authorization ofany surface disturbing activities from an environmental
perspective. All parties acknowledge that future NEPA compliance will be necessary for
exploration/development, drilling, and mining. It is contemplated that future NEPA
compliance will involve environmental analysis satisfactory to the BIA, BLM, and EPA
prior to authorization and permitting for production. Therefore, the approval provided by
this section does not constitute issuance or approval of any required exploration, drilling,
or production phases ofdevelopment.

10.2 Produced Water. Operations conducted by Alliance within the AMI will
result in the production of water that will require disposal ("Produced Water"). With respect to
the handling of Produced Water, Alliance will comply with all applicable laws, rules and
regulations and with the following:

a. Use of Pits. The Nation does hereby authorize Alliance to construct and use pits
(the "Pit'') within the AMI to receive and hold Produced Water from the coalbed-methane
wells drilled hereunder and located within the AMI. It is understood and agreed that a
portion ofthe Produced Water will infiltrate the ground below and around a Pit.

b. Construction of Pits. A Pit shall be constructed at a time selected by Alliance.
Alliance shall consult with the Nation as to the location of Pits. All Pits shall be designed
and constructed pursuant to all applicable laws, rules and regulations. Alliance shall
obtain all permits necessary to construct and operate each Pit. Further, all Pits will be
constructed in a manner to prevent the overflow of water. Upon completion of
construction of a Pit, Alliance shall fence the Pit. Soil disturbed in counection with the
construction of a Pit shall be reseeded by Alliance on a timely basis, taking into account
the season and weather conditions, with a seed mix that is appropriate for the Lands.

c. Conventional Irrigation Equipment. At Alliance's election Alliance may, in lieu
of or in addition to Pit(s), dispose of Produced Water on the lands within the AMI
through the use of conventional irrigation equipment. Should Alliance elect to use such
equipment, Alliance shall obtain the Nation's prior written consent as to the location of
the irrigation equipment and the times at which such equipment may be operated.

d. Soil and Water Analysis. Prior to beginning any irrigation, Alliance shall have
the soil in the area to be irrigated analyzed in order to establish a baseline. Alliance shall
also have the soil of the irrigated area tested at the end of each irrigation season. At the
end of each irrigation season Alliance shall have an agronomist, acceptable to the Nation,
review the foregoing soil analyses to determine if any soil amendments or fertilizer
should be applied to the irrigated area. Alliance shall provide the Nation with a copy of
the agronomist's recommendations, and Alliance shall implement (subject to the prior
consent of the Nation, which consent shall not be unreasonably withheld) the
agronomist's recommendations. Alliance shall periodically, but not less than once each
calendar quarter, have analyzed the Produced Water that is dispersed with irrigation
equipment. Based on such analysis, Alliance shall apply soil amendments as reasonably
appropriate to mitigate any adverse impact of dispersing Produced Water. Alliance shall
provide the Nation with a copy of any soil or water analyses obtained pursuant to this
paragraph. Alliance shall bear all costs associated with the soil and water analyses
obtained pursuant to this paragraph. Alliance shall also bear the reasonable costs
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associated with the purchase and application of all soil amendments and fertilizer
required to implement this paragraph.

e. Irrigation Equipment. In the event Alliance concludes it no longer needs any
irrigation equipment it uses within the AMI, Alliance shall notify the Nation in writing
that the equipment is no longer needed and the remaining book value of the equipment
based on a seven (7) year straight line amortization. The Nation may elect to purchase,
by tendering the remaining book value, the irrigation equipment within thirty (30) days of
receipt of Alliance's notice. If the Nation timely purchases the equipment, Alliance shall
deliver the Nation an appropriate bill of sale, which delivery shall terminate any
obligation by Alliance to reclaim the area irrigated.

f. Alternative Water Treatment. In lieu of, or in combination with Pits and/or
conventional irrigation equipment, Alliance may elect in its sole discretion to treat the
Produced Water. If Alliance so elects to treat all or part of the Produced Water, Alliance
may discharge the treated Produced Water within the AMI at a point mutually agreed to
in writing by Alliance and the Nation. Discharge of Produced Water into any drainage,
creek, stream or river shall be in accordance with applicable statutes, rules and
regulations and shall require the prior consent of the Nation. It is understood and agreed
that certain water treatment processes may result in waste product. Alliance is authorized
to construct, in accordance with all applicable statutes, rules and regulations, any pits
("Waste Pits") necessary for the handling of any such waste.

g. Reinjection. In lieu of, or in combination with Pits and/or conventional irrigation
equipment, Alliance may elect to reinject the Produced Water. If Alliance so elects to
reinject all or part of the Produced Water, Alliance shall only reinject Produced Water
within the AMI into aquifers approved by the Nation and at rates of injection approved
by the Nation, and all reinjection shall be in accordance with applicable statutes, rules
and regulations.

h. Reservoirs. In lieu of, or in combination with other methods of disposing of
Produced Water, the Nation may authorize, in its sole discretion, the construction and
operation of one or more reservoirs within the AMI for the disposal of Produced Water.
The location, size and construction of any such reservoirs shall be subject to the
applicable statutes, rules and regulations and shall require the prior consent of the Nation.

10.3 Water Wells and Springs.
well and springs within the AMI:

a. Definitions. For purposes of this Section 10.3, the terms below shall be defined
as follows:

i. Base Line for a Water Well means the static water level and productive
capacity. For a Spring, Base Line means the calculated flow rate.

ii. Circle of Influence or COl means that area that falls within a circle, the
center of which is a Coalbed Methane Well and which has a radius of one-half
mile.
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111. Coalbed Methane Well means a well operated by Alliance that produces
water and/or coalbed methane from the AMI.

iv. Date of First Production means the date a Coalbed Methane Well is first
placed on production.

v. Historical Usage means as of the time the Base Line is established:

the purpose (consistent with all appropriate permits) for which the water
from a Water Well or a Spring is used; and

the volume ofwater produced from a Water Well or taken from a Spring.

vi. Impaired or Impairment when used with respect to a Water Well means a
Water Well that experiences a material reduction in capacity to deliver water
sufficient to satisfy the Historical Usage. A Water Well is not Impaired if any
such reduction is the result of:

natural causes such as lack of recharge due to lack of precipitation or
historical seasonal fluctuation;

usage by the Nation ofthe Water Well; or

withdrawal of water by a third-party.

Impaired when used with respect to a Spring means that a Spring experiences a
material reduction in capacity to deliver water sufficient to support the Historical
Usage. A Spring is not Impaired if such reduction is the result of

natural causes such as lack of recharge due to lack of precipitation or
historical seasonal fluctuation; or

usage by a third-party.

VB. Lands means the lands located within the AMI.

Vlll. Spring means any spring that emerges onto the surface at a point within
the COl and the waters of which were used by the Nation or a third party surface
the Nation on the Date of First Production for domestic and/or
agricultural/livestock purposes on the Lands.

ix. Water Well means any water well within a COl that produces water as of
the Date of First Production, which water is used by the Nation or a third party
surface the Nation for domestic and/or agricultural/livestock purposes on the
Lands.

b. Establishing Base Line. Prior to the Date of First Production of a Coalbed
Methane Well, Alliance at its sole expense shall have the Base Line determined for each
Water Well and Spring within the COL In this connection the Nation shall, upon the
request of Alliance, provide Alliance with all permits and data, including information as
to Historical Usage, relating to each Water Well and Spring in the Nation's possession at
the time this Agreement is executed. If so requested by Alliance and upon reasonable
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notice, the Nation will not produce a Water Well during the twenty-four (24) hours prior
to Alliance's testing of a Water Well's static water leveland/or the conducting of a pump
test. As part of its determination of a Base Line, Alliance shall obtain water samples
which shall determine the chemical and bacterial quality of the water.

c. Data. Alliance shall provide the Nation with copies of all data and analyses
gathered by Alliance pursuant to this Agreement. The Nation shall provide Alliance with
all data and analyses related to the Water Wells and the Springs obtained by the Nation
while this Agreement is in effect.

d. Remediation. If a Water Well or Spring experiences a material reduction in its
capacity to deliver water sufficient to support the Historical Usage, the Nation shall
promptly notify Alliance. The parties shall first ascertain whether such reduction is due
to some factor other than Alliance's production of a Coalbed Methane Well. It if is
determined that a Well or a Spring is Impaired, Alliance shall take such steps as
reasonably necessary to remedy the Impairment such as deepening the Impaired Water
Well or drilling a replacement water well. The parties shall mutually agree upon the
location of any replacement water well. Alliance shall bear all reasonable expenses
associated with these remedial actions. Alliance shall also obtain all necessary permits or
authorizations, at its sole cost, related to the deepening or redrilling of a replacement
water well. The Nation will cooperate with Alliance in the application for all such
permits or authorizations.

e. Interim Period. If, the Nation has insufficient water to satisfy the Historical
Usage in the interim period commencing with the determination that there is an
Impairment and ending with the completion of Alliance's remedial actions, Alliance shall
provide at its reasonable, sole expense sufficient water to remedy the Nation's shortfall.

11. TERM OF AGREEMENT.

As long as Alliance has met the timeframes and other obligations under this Agreement
for each AMI, it shall have the right within the applicable AMI to earn Minerals Agreements
throughout the Initial Term and any applicable Extension Term with respect to the Extension
Lands.

12. RIGHTS AND OBLIGATIONS OF ALLIANCE WITH RESPECT TO COAL
MINING.

12.1 Alliance's rights under this Agreement and under any Minerals Agreement
granted hereunder, exclude any right to engage in traditional coal mining activities. Further,
Alliance shall cooperate with the operators of any existing or future coal mining operations on
lands covered by this Agreement, and shall coordinate joint use of roads and other surface uses
with coal mine operators so as to minimize conflicts between the operation of coal mines and
Alliance's operations hereunder.

12.3 The Nation expressly reserves the right to lease, sell or otherwise dispose of the
surface of the lands covered by this Agreement, subject only to Alliance's rights to use the
surface as granted herein or in Minerals Agreements issued hereunder. The Nation expressly
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reserves the right to enter into coal leases with third parties for the exploration, extraction and
removal of coal from lands covered by this Agreement.

13. SOCIAL ISSUES.

13.1 Employment and Training. Alliance shall undertake a training program, at its
expense, to train and educate members of the Nation in all phases of the operations to be
conducted hereunder with the intent that at least 51% of the work-force working on the activities
of Alliance hereunder shall be members of the Nation within one year following the Approval
Date.

13.2 Scholarships. Alliance shall establish a college or higher education scholarship
fund for members of the Nation. As soon as reasonably practicable following the Approval
Date, the Nation and Alliance shall form a joint committee for the purpose of determining the
scope and administration of a college or higher education scholarship fund for members of the
Nation. The fund shall be established and administered under a program devised by the joint
committee. The committee shall be comprised of four members: two members to be appointed
by the Nation and two members to be appointed by Alliance

13.3 Legal Expenses. Alliance shall reimburse the Nation for all of its expenses
incurred in retaining independent legal counsel for assistance in the negotiation and drafting of
this Agreement, related Minerals Agreements, and other agreements and ventures that may be
entered into between the Nation and Alliance.

13.4 Planning and Development Office. Within 3 months following the Approval
Date, Alliance will open a Planning and Development Office in Hardin, Montana, to conduct
planning and development of matters under this Agreement and under other agreements and
ventures that the parties may form. The office staff will be comprised of at least 51% of
members of the Nation.

13.5 Incentive Pro= for Students. Alliance shall establish an incentive
program for acadernics and athletics for students in grades K-12 who are members of the Nation.

13.6 Financial Literacy Training. Alliance shall provide, or cause to be provided,
periodic fmancia1literacy training to the Nation and its members.

14. GOVERNING LAW, LIMITED WAIVER OF SOVEREIGN IMMUNITY AND
DISPUTE RESOLUTION.

14.1 Governing Law. The laws of the United States shall apply in all matters
concerning formation, interpretation and remedies for breach under this Agreement. In such
instances in which the laws of the United States do not provide a statutory or federal common law
rule for decision, and application of other law would not conflict with federal policy, the parties
shall employ the laws of the State ofMontana.

14.2 Limited Waiver ofSovereign Inununitv. As more particularly set forth in
Resolution No. the Nation has authorized a limited waiver of the Nation's
sovereign immunity (1) for purposes of the binding arbitration agreed to by the parties in this
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Agreement to provide for resolution of disputes in the interpretation and enforcement of this
Agreement, (2) to allow the parties to enforce this Agreement and those arbitration provisions in
the U.S. District Court for the District of Montana, or if such court does not exercise jurisdiction,
in any state court located in the State of Montana. The Nation specifically surrenders its sovereign
power, as to and only as to Alliance, to the limited extent necessary to effectuate the tenns of this
Agreement. This limited waiver of immunity is not intended to constitute a waiver of the Nation's
immunity from damage claims brought against it or its officials by any person or entity that is not a
party to this Agreement. Notwithstanding any other provision of this Agreement, remedies allowed
against the Nation pursuant to this waiver of sovereign immunity shall be limited to those specified in
Article 14.3 .viii of this Agreement.

14.3 Dispute Resolution. The parties to this Agreement agree that any disputes arising
hereunder shall be resolved by dispute resolution procedures which are alternatives to litigation in
state, tribal or federal courts. Accordingly, the parties agree that upon the occurrence of a dispute
between them regarding any matter under this Agreement, representatives shall meet to negotiate in
good faith to resolve the dispute. If those representatives are unable to resolve the dispute within
fifteen (15) days ofthe occurrence of the dispute, then the executive management of each party shall
meet to negotiate in good faith to resolve the dispute. If the executive management representatives
are unable to resolve the dispute within thirty (30) days following the occurrence of the dispute,
either party may initiate binding arbitration in accordance with these provisions:

i. Nothing in this Agreement is intended to prevent federal agencies from
acting in accordance with their regulations governing oil and gas development on
Indian lands. However, one or more parties may request a federal agency to defer
action under applicable enforcement regulations to allow the procedures in this
Exhibit to be implemented first. The parties expect that their faithful compliance
with and implementation of the Dispute Resolution Procedures in this Agreement
shall be deemed by federal agencies to fully resolve any disputes which have been
the subject of these Dispute Resolution Procedures.

ii. Upon the failure of the parties to resolve a dispute as set forth above, the
dispute ("Arbitrable Dispute") shall be referred to and resolved by binding
arbitration in Billings, Montana, by a single arbitrator, in accordance with the
Commercial Arbitration Rules of the American Arbitration Association; and, to
the maximum extent applicable, the Federal Arbitration Act (Title 9 of the United
States Code). If there is any inconsistency between this Agreement and any
statute or rules, this Agreement shall control.

111. Arbitration shall be initiated, within the time period allowed by the
applicable statute of limitations, by one party ("Claimant") giving written notice
to the other party ("Respondent") and to the Denver Regional Office of the
American Arbitration Association ("AAA") in accordance with Rule 4 of the
Commercial Arbitration Rules, that the Claimant elects to refer the Arbitrable
Dispute to arbitration.

iv. The Parties shall each pay one-half of the compensation and expenses of
the arbitrator. If one party rails to advance the necessary fees to the AAA, the
other party may advance the entire amount, and an award may assess half the
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amount against the non-contributing party.

v. The arbitrator must be neutral party who has never been an officer,
director, employee, member, consultant or attorney of the parties or any of their
affiliates.

vi. The hearing shall be commenced within thirty (30) Days after the
selection of the arbitrator, or as soon as is fair and practicable, in the
determination of the arbitrator. The parties and the arbitrator shall proceed
diligently and in good faith in order that the arbitral award shall be made as
promptly as possible. The interpretation, construction and effect of this
Agreement shall be governed by the laws as set forth in Section 14.1., above. All
statutes of limitation and of repose that would otherwise be applicable shall apply
to any arbitration proceeding.

vii. If a party refuses to participate in the arbitration process or proceeding, the
arbitrator may grant the award demanded by the other party to the extent that the
arbitrator deems such an award just and equitable and within the scope of the
agreement of the parties.

Vlll. The arbitrator shall have the authority to award specific enforcement of
the agreements between the Parties, and to award damages not to exceed
reimbursement of out-of-pocket losses sustained as a result of another party's
breach of this agreement. The arbitrator shall not have the authority to grant or
award indirect or consequential damages, punitive damages or exemplary
damages.

ix. The parties agree that the resolution of the Arbitrable Dispute shall be the
manner set forth in this Agreement, and no court action may be commenced by
the parties with respect to that Arbitrable Dispute, other than as set forth below.

x. The Parties acknowledge that the matters related to the enforcement of this
Agreement and the enforcement of any arbitration award rendered hereby are
matters in which the Parties have a paramount subject matter interest; and the
Parties agree that any such award may be enforced and reviewed in any court of
competent jurisdiction, including the U.S. District Court for the District of
Montana, or if such court does not exercise jurisdiction, in any state court of
competent jurisdiction located in the State of Montana.

xi. The parties agree that the scope of any judicial review of an arbitration
award made pursuant to the procedures in this Agreement shall be limited to the
question of whether the arbitrator possessed the authority to make the award for
which enforcement is sought.

15. MISCELLANEOUS.

15.1 Taxes. Alliance shall pay when due all taxes, including, but not limited to, federal
excise taxes, and state and local ad valorem, occupation, excise, privilege or regulatory taxes,
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now or hereafter lawfully assessed against Alliance's interest in the lands within the AMI or the
production attributable to Alliance's interest. The parties agree, at Alliance's request, to
negotiate in good faith upon such alternate arrangements between the Nation and Alliance that
will provide the same economic benefits to the Nation hereunder and subject Alliance to the
same obligations, but that may provide relief from liability for production, ad valorem and
similar taxes.

15.2 Assignments. Alliance may freely assign all or any part of its rights under this
Agreement to a subsidiary of Alliance that is wholly owned by Alliance. Otherwise, Alliance
may only sell or assign all or any portion of its rights under this Agreement with the prior
approval of the Nation, which approval will not be unreasonably withheld. All Assignments of
Alliance's rights under this Agreement shall also be subject to approval by the Bureau of Indian
Affairs pursuant to 25 C.F.R. 225.33.

16. NOTICES.

All well data, information and notices to be given under this Agreement shall be given as
follows:

The Nation:

Crow Nation Minerals
P. O. Box 159
Crow Agency, Montana 59022

the Nation or Alliance may change their address at any time by furnishing a written notice of
change ofaddress to the other party.

17. EXECUTION.

17.1 This Agreement may be executed in any number of counterparts, all of which
shall constitute one document.

17.2 Approval Required. The parties hereto specifically recognize that the terms ofthe
Indian Mineral Development Act of 1982 require approval of this Agreement by the Secretary of
the Interior or his authorized representative. By executing this Agreement on behalf of the
Secretary, and thereby approving the same, the undersigned official of the BIA confirms that his
authority is sufficient to bind the Secretary and the Department of the Interior as required under the
terms of the Indian Mineral Development Act of 1982.
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The Crow Tribe of Indians, Crow Indian Alliance Energy Group, LLC
Reservation

By: _

Name:
Title:

APPROVED:
UNITED STATES DEPARTMENT
OF THE INTERIOR
BUREAU OF INDIAN AFFAIRS

By: _

Title:
Date:

By: _

Name:
Title:
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EXHIBIT A

EXHIBITB

EXHIBITC

EXHIBITD

LIST OF EXHIBITS

AMI

FORM OF MINERALS AGREEMENT

JOINT OPERATING AGREEMENT

TOWNSHIPS SUBJECT TO ALLIANCE'S RIGHT OF FIRST
REFUSAL
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EXHIBIT A

To that certain Exploration and Development Agreement dated __,2005, by and
between The Crow Tribe of Indians, Crow Indian Reservation, a federally recognized Indian tribe,
(the "Nation"), and Alliance Energy Group, LLC, ("Alliance")

Area of Mutual Interest

All that part of the following townships lying within the exterior boundaries of the Crow
Reservation:

Township 10 South, Range 38 East
Township 9 South, Range 38 East
Township 8 South, Range 38 East
containing approximately 46,000 acres, more or less
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EXHIBITB

To that certain Exploration and Development Agreement dated ----,2005, by and
between The Crow Tribe of Indians, Crow Indian Reservation, a federally recognized Indian tribe,
(the "Nation"), and Alliance Energy Group, LLC, ("Alliance")

MINERALS AGREEMENT
between the

THE CROW TRIBE OF INDIANS

And

ALLIANCE ENERGY GROUP, LLC

Date, _
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MINERALS AGREEMENT

(Alliance Energy Group, LLC)

This Agreement, dated this __ day of , is by and between The
Crow Tribe of Indians, Crow Indian Reservation, a federally recognized Indian tribe, (the
"Lessor"), and Alliance Energy Group, LLC, (the "Lessee").

RECITALS:

A. The Lessor and Lessee have executed an Exploration and Development
Agreement between themselves dated and approved on __--,--,-
("Development Agreement") for the purpose of exploring for oil and/or gas production from
lands located within the Crow Tribe Reservation and as further described within the
Development Agreement.

B. Lessee has complied with the terms of the Development Agreement and has
drilled an Earning Well as defined in the Development Agreement, thereby earning an oil and
gas lease from the Lessor covering the governmental quarter section in which the Earning Well
was located and covering the interval from the surface of the earth to a depth of 100 feet below
the deepest depth drilled or geologic formation equivalent in the Earning Well.

C. The Lessor has determined that it is in the Lessor's best interest to develop its oil
and gas resources in a manner that gives the Lessor more control over such development than
provided in standard industry oil and gas leases.

D. Lessee and the Lessor desire to enter into this Minerals Agreement ("Agreement")
pursuant to the Indian Mineral Development Act of 1982, 25 U.S.C. §§ 2101, et seq., and the
federal regulations implementing said law, 25 CFR Part 225

AGREEMENT

In consideration of the mutual promises, covenants and obligations set out below, the parties
agree as follows:

ARTICLE 1.
DEFINITIONS

As used in this Agreement, the following terms shall have the meaning indicated below:

1.01 CONTRACT ACREAGE shall mean the tribal land as more particularly described in Section
2.01.

1.02 WELL shall mean any well drilled on the Contract Acreage.

1.03 EXTENDED TERM shall mean that period of time following the initial three-year term of this
Agreement, as described in Article 7, during which Lessee continues to produce Minerals in paying
quantities on the Contract Acreage or lands pooled therewith, or on which there is a Well that is
shut-in pursuant to the provisions ofSection 6.02.
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1.04 MINERALS shall mean oil, gas, including coalbed methane in coal beds, casinghead gas,•
other hydrocarbons (whether liquid or gaseous), carbon dioxide gas and sulphur from the surface of
the earth to a depth of 100 feet below the deepest depth drilled or geologic formation equivalent
in the Earning Well.

1.05 OPERATING AGREEMENT means that certain AAPL Model Form 610 Operating Agreement
attached to the Development Agreement.

1.06 PAYING OUANTITIES REPORT means a report on the paying quantities status of all Wells,
in the aggregate, located on the Contract Acreage, excluding Wells shut-in pursuant to Section 6.02
during the periods ofshut-in

1.07 PRIMARY TERM shall mean the initial three-year term of this Agreement commencing on
the date of approval of this Agreement by the Secretary of the Interior or his authorized
representative.

1.08 ROYALTY INTEREST shall mean the right to a proportionate cost free share of the value of
Minerals produced, as calculated in accordance with Section 6.07, including proceeds associated
with marketing contract settlements, amendments or buy-downs.

1.09 SPACING UNIT shall mean the drilling and spacing unit for a Well established in accordance
with the procedures set by the Bureau of Land Management, following consultation with and
concurrence by the Lessor.

1.10 SUBSTITUTE WELL shall be a Well drilled pursuant to the terms set forth in Section 6.06.

1.11 TRIBAL TAXES means all severance and production taxes assessed by the Lessor, and other
similar taxes measured by the value of production of Minerals from the Contract Acreage or
assessed on the real or personal property rights ofLessee on the Contract Acreage.

1.12 WORKING INTEREST shall mean the right to explore and drill for, develop, take, produce,
remove, store, treat, process, transport and market Minerals, and the right to proceeds from the sale
ofMinerals produced, subject to a proportionate share of costs, expenses and burdens attributable to
the exploration for, development, production, processing and marketing of such minerals.

ARTICLE 2.
CONTRACT ACREAGE

2.01 OWNERSHIP OF THE CONTRACT ACREAGE.

The Lessor represents and warrants that it owns an undivided interest in the mineral estate
underlying the Contract Acreage to all depths described below;

Township North, Range West,
Section _

Containing _-,-__ acres, more or less in
County, Montana,
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and that such acreage is not subject to any leases or other agreements granting rights to explore for
or produce Minerals.

2.02 GRANT OF RIGHT TO EXPWRE AND PRODUCE.

Subject to the terms and conditions of this Agreement, the Lessor hereby gives, grants and
conveys to Lessee, its successors and assigns, during the term hereof, the exclusive right to explore
the Contract Acreage for Minerals and to produce, treat or process, to remove, and to sell such
Minerals. In exercising its rights hereunder, Lessee shall have the non-exclusive right to use the
surface of the Contract Acreage and other tribal lands which Lessee reasonably deems necessary for
the drilling, producing, saving, treating, transporting and marketing of Minerals. Lessee's use of
tribal surface on the Contract Acreage is su~ect to (i) the issuance of the Lessor's consent, which
consent shall not be unreasonably withheld, at no additional cost to Lessee with respect to the
Contract Acreage, to the location of such surface facilities, including roads, drilling pads, pipelines,
tanks, power stations and other needed structures; (ii) appropriate agency approval. The use of the
surface of tribal lands or other lands within the reservation not within the Contract Acreage shall be
subject to the terms of the Development Agreement.

2.03 CONDUCT OF LESSEE.

Lessee shall conduct its activities under this Agreement, as a reasonable prudent operator,
in a good and workmanlike manner, with due diligence and dispatch, in accordance with good
oilfield practice, and in compliance with applicable law and regulation, and having due regard
for preventing waste of Minerals, contamination of ground and surface waters, contamination of
soils, injury to workmen and the public, or the destruction or injury ofMineral deposits.

ARTICLE 3.
BONUS CONSIDERATION

3.01 BONUS PAYMENT.

Lessee has given monetary consideration to the Lessor as described and contained in the
Development Agreement and hereby satisfied any and all bonus considerations.

ARTICLE 4.
COSTS AND INTERESTS IN WELLS

4.01 COSTS.

All costs and expenses of drilling, testing, plugging and abandoning, or completing and
equipping any Well and operating any Well shall be borne entirely by the owners of the Working
Interests.

4.02 TRIBAL TAXES AND ROYALTY INTEREST ADJUSTMENT.

(a) The parties acknowledge that all Wells drilled pursuant to this Agreement
shall be subject to the Tribal Taxes. If the burden of the Tribal Taxes from or relating to the
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Contract Acreage, together with the burden of the Lessor's Royalty Interest, ever exceeds twenty
eight percent (28%) of such production, the Lessor agrees that its Royalty Interest shall be
reduced so that the combined burden of the Lessor's Royalty Interest and the Tribal Taxes
("Combined Burden")shall not exceed 28% of the proportionate value of Mineral production
from the Contract Acreage ("Combined Burden Limit").

(b) During the Term of this Agreement, if the implementation or increase in any
Tribal Taxes applicable to the Contract Acreage causes the Combined Burden to exceed the
Combined Burden Limit, then the Lessor agrees that its Royalty Interest shall be reduced by an
amount necessary to cause the Combined Burden not to exceed the Combined Burden Limit.

(c) Lessee shall not be permitted to create, reserve, conveyor assign overriding
royalty interests which would when combined with the Lessor's Royalty Interest, the Tribal Taxes,
or other overriding royalty interests exceed an aggregate burden on the Working Interests in excess
of 28% of the proportionate value of mineral production from the Contract Acreage. Any
overriding royalties or similar burdens created by the Lessee shall not affect the revenues the Lessor
would otherwise receive hereunder in the absence of such burdens.

ARTICLES.
GEOLOGICAL INFORMATION

5.01 DISCLOSURE.

For each Well drilled Lessee will provide the information described in the Development
Agreement.

ARTICLE 6.
OPERATIONAL MATTERS

6.01 ABANDONMENT.

(a) Except as provided in Section 6.01 (c), below, Lessee shall have the
responsibility to plug and abandon any and all Wells drilled pursuant to this Agreement. Plugging
and abandonment of said Wells, as well as surface remediation and reclamation of abandoned pads,
roads or rights-of-way shall be conducted in conformity with the requirements of the Bureau of
Land Management, Bureau of Indian Affairs, and those governmental departments of the Lessor
with responsibility to oversee such reclamation. Additionally, such plugging, abandonment and
reclamation shall conform to such additional governmental requirements imposed by agencies with
jurisdiction over the lands and activities subject to this Agreement. Lessee specifically indemnifies
and agrees to hold the Lessor harmless against all costs and liabilities associated with proper
abandonment operations, except for those costs and liabilities assumed by the Lessor as a result of
its acquisition of a Working Interest pursuant to the Development Agreement.

(b) Prior to abandonment of any Wells, roads or facilities located on tribal land,
Lessee shall provide the Lessor with written notice of its intent to abandon. Upon receipt of said
notice, the Lessor shall have thirty (30) days within which to advise Lessee of its decision to take
over operations on said Well or to assume operations over any road or facility subject to
abandonment located on tribal land. Notwithstanding the foregoing, if Lessee makes a decision to
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abandon a Well during the course of drilling or while a drilling rig is at the location, the Lessor shall
have 72 hours, excluding holidays or weekends, within which to advise Lessee of its decision to
take over operations on said Well Lessee will use its reasonable efforts to provide the information
set forth in Section 6.01 on a timely basis in order for the Lessor to make decisions under this
Section 6.01(b).

(c) If the Lessor makes the election under Section 6.01 (b), above, the Well,
road or facility shall no longer be deemed to be located on Contract Acreage, and the Lessor shall
bear all future costs and expenses associated with plugging or abandonment, or reclamation of said
Well or applicable facility location. Thereafter, the Lessor shall indemnifY and hold Lessee
harmless for all activities undertaken by the Lessor with respect to said Well or facility following
the exercise of its election.

(d) With respect to Wells taken over by the Lessor, the Lessor shall have all
rights that Lessee had with respect to the production ofMinerals through the wellbore of that Well.

6.02 SHUT-IN WELLS.

(a) If during the Primary Term Lessee drills and completes a Well capable of
producing Minerals in paying quantities, but maintains such Well in a shut-in status for a period of
twelve (12) consecutive calendar months, Lessee shall be obligated to pay the Lessor the sum of
One Dollar ($1.00) per net mineral acre of the Contract Acreage within thirty (30) days following
said 12-month period. For each consecutive month thereafter that such Well remains in shut-in
status, Lessee shall pay the Lessor the sum of One Dollar ($1.00) per net mineral acre of the
Contract Acreage until expiration ofthe Primary Term.

(b) If following the Primary Term, if a producing Well is shut-in (in accordance
with prudent business judgment and sound oil and gas field practices, other than for market or
economic reasons), at any time and remain shut-in for more than thirty (30) consecutive days, then
Lessee shall, within 10 days thereafter, inform the Lessor in writing, through its designated
representatives, of the reason for shut-in. If the reason for shut-in is the result of a temporary
mechanical failure, then Lessee shall have sixty (60) days from the date that the notice should have
been provided to the Lessor to remedy the mechanical failure; or if the mechanical failure is not of a
type that could reasonably be remedied in that 60-day period, Lessee shall during that 60-day period
be diligently pursuing the remedy. If the reason for shut-in is something other than temporary
mechanical failure, Lessee shall be obligated to pay the Lessor the sum of One Dollar ($1.00) per
net mineral acre of the Contract Acreage for each complete calendar month following the date that
notice should have been provided to the Lessor during which said Well continues to be shut-in.
Payment of said monthly shut-in royalty obligations shall serve to keep this Agreement in force as
to the Contract Acreage during said shut-in period just as though the Well was producing Minerals
in paying quantities.

(c) If following the Primary Term, a producing Well is shut-in due to
economic or market conditions, Lessee shall, within 5 days thereafter, notifY the Lessor and
request the Lessor's consent to the shut-in, which consent will not be unreasonably withheld. If
the Lessor reasonably withholds its consent, Lessee shall have 30 days after receipt of
notification that the Lessor did not consent in which to re-establish production from such Well.
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6.03 PAYING QUANTITIES DETERMINATIONS.

a. By March 1 following the first full year after the expiration of the Primary Term,
and on each March 1 of each succeeding year, Lessee shall submit a Paying Quantities Report to
the Lessor relating to the calendar year preceding that March 1. For purposes of this Agreement,
paying quantities shall be computed by subtracting the costs of operating a Well on the Contract
Acreage, as determined in accordance with the Operating Agreement, including royalties, shut-in
royalties and taxes (excluding income taxes), from the gross proceeds received for the sale of
produced Minerals from that Well. If, over the course of the annual period for which the Paying
Quantities Report applies, the gross proceeds from any Well on the Contract Acreage exceed the
cost of operations for that Well, the Contract Acreage shall remain held by this Agreement
("Extended Term") for so long as during each subsequent annual period the gross proceeds from
a Well on the Contract Acreage exceed the costs of operation for that Well. If the costs of
operation of each Well on the Contract Acreage exceed the gross proceeds from the respective
Well, then, subject to Lessee's rights under Section 6.06, the Contract Acreage shall be deemed
no longer held by this Agreement effective on the date of the Paying Quantities Report, subject
to Lessee's ongoing plugging and abandonment and reclamation obligations. For the purposes of
this Agreement, a Well completed for the production of coal bed methane that is being produced
for de-watering purposes shall not be included in determinations ofPaying Quantities.

b. A Well completed for the production of coal bed methane that is being produced
for de-watering purposes shall be deemed production in paying quantities hereunder for all
purposes of this Agreement for the period reasonably required to de-water the well and begin
production of coal bed methane.

6.04 GOVERNMENTAL COMPLIANCE.

Except as expressly provided in this Agreement, all operations conducted hereunder on the
Contract Acreage shall be subject to all applicable federal and tribal laws, regulations and notices,
including those applicable to oil and gas exploration, drilling and production activities on Indian
lands found in Titles 25, 30 and 43 ofthe Code ofFederal Regulations ("CFR").

6.05 INDEMNITIES, TRIBAL LIENS, BONDS AND INSURANCE.

(a) Lessee shall indemnifY and defend, and save the Lessor harmless from all
losses, liabilities, damages, costs, investigations, obligations, claims, penalties, causes of action,
monitoring costs, and expenses (including but not limited to reasonable attorney fees, consultant
fees and costs, expert fees and costs, laboratory testing, remediation and settlement costs, and
claims, including, without limitation, third-party claims, whether for personal injury or real or
personal property damage or otherwise, or administrative and informal proceedings)("Losses"),
incurred by Lessor and resulting or arising from Lessee's acts or omissions in connection with:
(i) any breach of any representation, covenant, or warranty made by Lessee in this Agreement or
in any certificates or other instruments delivered by or on behalf of Lessee pursuant thereto; (ii)
the use, non-use, storage, release, disposal, or generation by Lessee, or its agents, employees,
contractors, or invitees, of any hazardous materials or substances in, on, under, or about the
Contract Acreage; (iii) any accident, injury to, or death of persons, or loss of or damage to
property occurring on or about the Contract Acreage or any portion thereof, or (iv)incurred in
connection with the drilling, completing, operating or plugging and abandoning of any Well
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contemplated by this Agreement, except to the extent the Lessor has obligations arising from its
acquisition of a Working Interest under the terms of the Development Agreement. The provisions
of this Section shall survive the expiration or termination of this Agreement.

(b) All owners of Working Interests hereunder agree that the obligation to pay
the Lessor's Royalty Interest hereunder, and the obligation to pay Tribal Taxes, until such payments
are made, shall constitute a prior tribal governmental lien on all wells drilled and facilities installed
pursuant to this Agreement, superior to all other liens relative to said Wells and facilities.

(c) In order to ensure the performance of any and all obligations of Lessee under
this Lease, Lessee shall post, on or before the Effective Date, a performance bond in an amount
equal to $75,000.00 (or such greater minimum amount from time to time set forth in 25 CFR
225.30) which bond shall be deposited with the Secretary and shall remain in force for the full
term of this Minerals Agreement, unless sooner released in the discretion of the Lessor and the
Secretary. Unless otherwise agreed to by the Lessor, this performance bond shall be in addition
to any nationwide bonding requirements under federal regulation. The amount of the bond may
be adjusted during any Term of this Lease. Should waiver of the bond be granted during any
Term of this Lease by Lessor and the Secretary, Lessor and the Secretary reserve the right to
request that Lessee furnish a bond at a later date if Lessor and the Secretary, in their reasonable
discretion, should themselves insecure, and Lessee hereby agrees to comply with such request.

(d) In lieu of furnishing a performance bond, Lessee may deposit with the
Secretary cash, negotiable United States Treasury Bonds, other negotiable Treasury obligations,
time certificates of deposit, savings and loan association passbooks, or letters of credit in an
amount acceptable to Lessor, together with an appropriate power of attorney appointing and
empowering the Secretary, in the event of Lessee's default in any of the provisions of this
Agreement, to pay from any such cash or equivalent, withdraw the funds from any such savings
and loan association account, dispose of any such bond, or make demand upon any such letter of
credit, and retain the proceeds derived there from to apply to Lessor's damages subject to
Lessee's privilege ofcuring such default as hereinafter provided. If United States Treasury Bonds
are provided, Lessee agrees to make up any deficiency in the value deposited that might occur
due to a decrease in the value of the bonds. Interest on any such Treasury bonds or time
certificates of deposit in excess of damages provided for in this Lease shall be paid to Lessee.

(e) During all times while this Agreement is in place, Lessee shall procure
and maintain the following insurance coverages:

i. Public Liability Insurance. Public liability insurance in the primary
amount of Ten Million Dollars ($10,000,000) per claim or incident with coverage
for personal injury, bodily injury, including death, and property damage resulting
for each incident.

ii. Fire And Damage Insurance. Lessee shall, from the Effective Date of this
Agreement, carry vandalism insurance and fire and damage insurance with
extended coverage endorsements covering the full replacement value of all
improvements placed on the Contract Acreage by Lessee.

iii. Workers' Compensation and Occupational Disease Insurance: Applicable
Law. Lessee agrees to carry such insurance covering all Lessee's employees
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working in, on, or in connection with the Contract Acreage as will fully comply
with the provisions of the statutes of the State of Montana covering workers'
compensation and occupation disease as such statutes are now in force or as they
may be amended. Further, Lessee agrees to comply with all the terms and
provisions of all applicable laws of Lessor and the United States, as now exist or
as may be amended, pertaining to Social Security, unemployment compensation;
wages, hours, and conditions of labor; and to indemnifY and hold Lessor and the
Secretary harmless from payment of any damages occasioned by Lessee's failure
to comply with such law.

iv. Form And Copies Of Policies. Every insurance policy shall be written to
protect Lessor, Lessee, and the Secretary jointly and shall provide for sixty (60)
days written notification to Lessor and the Secretary prior to its cancellation for
any reason including non-payment of premiums. Lessor and Secretary shall be
named as additional insureds and loss payees on all insurance policies covering
Lessee's activities on the Leased Premises, excluding the policies under iii.,
above. A summary of every policy shall be furnished Lessor and the Secretary on
each anniversary of the Effective Date of this Agreement. Lessee shall pay all
premiums and other charges payable with respect to such insurance.

(f) Lessor or the Secretary may make a periodic review of all bonds and
insurance policies and coverage amounts held under this Agreement. The review shall give
consideration to the economic conditions at the time and may result in adjustment of the types of
bonds or insurance coverage or the amounts of any coverage whenever in the discretion of
Lessor and the Secretary any such adjustment is necessary for the protection of Lessor or the
Secretary.

6.06 CESSATION OF PRODUCTION AND ADDITIONAL WORK.

(a) If at any time or times after the expiration of the Primary Term production
in paying quantities (as determined in Section 6.03) from the Contract Acreage permanently
ceases (and no well is then properly shut-in in accordance with Section 6.02), this Agreement
shall not terminate if Lessee notifies the Lessor within 15 days after the Paying Quantities Report
that established that the Contract Acreage is not producing in paying quantities that Lessee
intends to conduct any drilling or reworking operations on the Contract Acreage, and within 60
days following such notice, commences the drilling or reworking operations and obtains
production in paying quantities as a result of such operations.

(b) If, during any operations under Section 6.06 (a), above, impenetrable substances are
encountered or other conditions arise that render further drilling of any Well provided for in this
Agreement impracticable or inadvisable, or if mechanical difficulties are encountered that require
Lessee to abandon the original hole before the objective depth for such Well has been reached,
Lessee may discontinue drilling and plug and abandon such Well and thereafter Lessee shall have
the option for ninety (90) days following such cessation of drilling to commence the actual drilling
of a Substitute Well at a legal location on the Contract Acreage. If Lessee elects to drill a Substitute
Well, Lessee shall be considered as complying with the terms of this Agreement. If Lessee drills
said Substitute Well in the same manner and subject to the same conditions as the original Well,
then the Substitute Well shall be deemed for all purposes of this Agreement as the Well for which it
is a substitute.
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6.07 VALUATION OF TRIBE'S ROYALTY INTEREST.

(a)
production.

The Lessor's Royalty Interest shall be 19 per cent (19%) of the value of

(b) The value of production shall be calculated on the basis of the highest price
paid or offered at the time ofproduction for the major portion of the oil of the same gravity, and
gas, and/or natural gasoline, and/or all other hydrocarbon substances produced and sold from the
field where the leased lands are situated, and the actual volume of the marketable product less
the content of foreign substances, in accordance with the regulations in Title 30 of the Code of
Federal Regulations, including the provision for dual accounting in 30 CFR 206.176. All royalty
calculations shall be made without deduction for any costs of production and development and
without any costs subsequent to production, including, without limitation, all costs of gathering,
dehydration, compression, gathering, transportation, treating, processing and marketing.

(c) For royalty purposes, volumes ofproduced Minerals shall be measured and
computed at the wellhead for each Well. If Lessee desires to gather, collect and sell Minerals from
central delivery facilities rather than at the wellhead, the formula of allocation ofvolumes, costs and
proceeds relative to such central facilities shall be subject to audit by the Lessor.

(d) The Lessor shall be entitled to an annual minimum royalty, due within 30
days following the end of each anniversary of the date ofthis Agreement equal to the positive
difference, if any, between (i) $2.00 per net mineral acre included within the Contract Acreage,
minus, (ii) the sum of all royalties and shut-in royalties paid during such annual period.
Minimum royalties shall not be credited against any royalties or other amounts owing hereunder
during subsequent years.

6.08 ROYALTY IN KIND.

The Lessor shall have the right to elect on thirty (30) days' prior written notice to take its
Royalty Interest in kind. When such Royalty Interest is to be paid in kind, Mineral production shall
be delivered at such time that the Mineral production, on which the Royalty Interest is being taken
in kind, is produced, at the wellhead or at the market pipeline, as designated by Lessor, without cost
to the Lessor. The Lessor agrees that any gas production taken in kind shall be subject to any
transportation contracts to which Lessee is a party with respect to the Mineral production from
which the Royalty Interest is being taken in kind.

6.09 POOLING.

(a) Lessee shall have the right at its option to pool or combine portions of the
Contract Acreage with other lands or leases when in Lessee's judgment it is necessary or advisable
to do so in order to develop the Contract Acreage properly. Such pooling shall be in Spacing Units
not to exceed 640 acres each for gas and 160 acres each for oil. Upon the pooling of a portion of the
Contract Acreage into such a Spacing Unit, the Lessor's Royalty Interest shall be allocated its
proportionate share ofMinera1s produced from such Spacing Unit.
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(b) In order to exercise its right to pool, Lessee shall submit to the Lessor a
communitization agreement in a fonn reasonably acceptable to the Lessor. Such agreement shall
provide, among other things, that all lands pooled with the Contract Acreage shall be subject to
federal and tribal oil and gas regulation, as if such lands were part of the Contract Acreage. It is
acknowledged by the parties that all activities conducted under this Agreement in a pooled Spacing
Unit are matters impacting the general health and welfare of the Lessor, and it is the intent of the
parties that such federal and tribal regulation shall be to the exclusion of other governmental
regulation.

ARTICLE 7.
TERM OF AGREEMENT

7.01 ~.

The Tenn of this Agreement shall be for the Primary Tenn and shall continue
thereafter for such Extended Tenn in accordance with Section 6.02 and 6.03, or so long as this
Agreement is otherwise maintained in effect pursuant to the provisions hereof.

ARTICLE 8.
GENERAL PROVISIONS

8.01 NOTICES.

All notices and communications required or permitted under this Agreement shall be in
writing, and any communication or delivery hereunder shall be deemed to have been duly made if
actually delivered or sent by mail, telegram or telefacsimile when received by the party charged
with such notice and addressed as set forth in the initial paragraph of this Agreement. Each party
shall have the right to change its address at any time, and from time to time, by giving written notice
thereof to the other party.

&02 FORCE~JEURL

All of Lessee's obligations and covenants hereunder may be suspended from time to time
when compliance with any provision of this Agreement is prevented or substantially impaired by
conditions or circumstances which are not reasonably foreseeable and are not reasonably
controllable or preventable by Lessee, provided that Lessee strictly complies with the procedures
outlined below.

(a) Within 3 business days after suspending any operation pursuant to force
majeure conditions, Lessee shall provide the Lessor written notice setting forth the precise nature of
the force majeure, the scope of operations suspended, and the anticipated period of suspension.
Upon recommencing the suspended operations, Lessee shall promptly notifY the Lessor of the
tennination ofthose conditions for which suspension was necessitated.

(b) In the event that notification of a force majeure condition is not timely made
as provided herein, it shall be conclusively presumed that a force majeure condition did not exist for
any time period more than 3 business days prior to the date of actual notification.
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8.03 DISPUTE RESOLUTION AND CONSENT TO JURISDICTION.

All disputes arising under or related to this Agreement shall be resolved ill

accordance with the Dispute Resolution Procedures contained in the Development Agreement.

8.04 FINANCING AND SECURITY INTERESTS.

Lessee, its successors and assigns may pledge and encumber the Working Interest in this
Agreement for the purpose of obtaining financing needed to carry out the tenns of this Agreement,
provided that (i) the Lessor is notified in writing of any such proposed pledge or encumbrance, (ii)
the Lessor consents to the issuance of security interests in the Agreement, including the assignment
of rights or interests needed to secure such financing, (iii) the issuance of security interests is
approved by the Bureau of Indian Affairs. Perfection and recording of such security interests shall
be conducted in accordance with applicable federal and tribal law or regulation. In no event shall
such security interest obtain a higher priority, lien or security position than the Lessor's perpetual
govemmentallien on Royalty Interest proceeds and Tribal Tax obligations.

8.05 SECRETARY OF INTERIOR APPROVAL.

This Agreement is subject to the requirement of approval hereof by the Secretary of the
Interior or his authorized delegate. If such approval is not received on or before 180 days from
the date of this Agreement, Lessee shall have the option, upon written notice to the Lessor, to
terminate this Agreement with no liability whatsoever to Lessee or to the Lessor.

8.06 ASSIGNMENTS.

(a) If Lessee desires to sell all or any portion of its interests in the Contract
Acreage, then Lessee shall first notifY the Lessor, specifYing the interests to be sold. For a period of
30 days following the Lessor's receipt of that notice, Lessee shall negotiate exclusively with the
Lessor on the sale of such interests. If the parties are unable to reach agreement on the sale of the
interests to the Lessor within that 30-day period, or if the Lessor earlier states that it does not wish to
purchase those interests, then Lessee shall be free to solicit and negotiate with other parties for the
sale of those interests. It is provided, however, if the Lessor desired to purchase those interests but
the parties could not reach agreement, the Lessor shall have the right, within the foregoing 30-day
period, to furnish Lessee with a final offer, containing all tenns, conditions, requirements and
limitations on which the Lessor is ready, willing and able to purchase the interests (the "Final
Offer"). Lessee agrees that if it timely received a Final Offer from the Lessor, Lessee will not
thereafter sell the interests that were the subject of the Final Offer on tenns less favorable to Lessee
than those contained in the Final Offer (taking into account the purchase price in the Final Offer
together with all other tenns, conditions, requirements and limitations therein).

(b) It is provided, however, that any assignment of all or any portion of the
interests covered by this Agreement shall be subject to the approval of the Lessor,
which approval shall not be unreasonably withheld, and if the Lessor fails to
respond within 15 days following a request for that approval, the Lessor shall be
deemed to have given its approval to the transfer by Lessee.

(c) The foregoing right of consent and right of first negotiation shall survive
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any approved assignment and shall be a covenant running with the land.

8.07 INUREMENT.

Ibis Agreement shall inure to the benefit of and be binding upon the parties hereto, their
pennitted successors and assigns.

8.08 ENTIRE AGREEMENT.

Ibis Agreement, together with the Development Agreement, constitutes the entire
agreement and understanding between the parties and supersedes any and all prior agreements,
understandings and negotiations, written or oral, relating to the suQiect matter hereof

&09 ~ENDMENT~

The Agreement may be modified and amended only by written instrument executed by
the parties hereto, subject to approval of the Bureau of Indian Affairs, where applicable, under
the provisions of25 CFR Part 225.

8.10 CONFLICTS AND DEVELOPMENT AGREEMENT.

Ibis Agreement is made subject to the terms and prOVlSlons of the Development
Agreement, all of which are incorporated herein by this reference. To the extent that there are any
conflicts or inconsistencies between the terms of this Agreement and the terms of the Development
Agreement, the terms of the Development Agreement shall control and prevail.

8.11 No WARRANTY.

The granting of this Agreement does not constitute any warranty of title with respect to
the Lessor's ownership of the Contract Acreage or the Minerals thereunder and the Lessor
expressly makes no warranty of title with respect to the foregoing.

8.12 COUNTERPARTS.

Ibis Agreement may be executed in any number of counterparts, each of which shall be
considered as an original for all purposes.

Executed to be effective as ofthe date first set forth above.

APPROVED:

u. S. DEPARTMENT OF THE INTERIOR
BUREAU OF INDIAN AFFAIRS

By: _

Superintendent

CROW TRIBE OF INDIANS

By: _

Chairman
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Date: _ Date: _

LESSEE:
ALLIANCE ENERGY GROUP, LLC

By: _
Tit1e,~: _
Date,'-: _

Page 37



Final Version

EXHIBITC

To that certain Exploration and Development Agreement dated __, 2005, by and
between The Crow Tribe of Indians, Crow Indian Reservation, a federally recognized Indian tribe,
(the "Nation"), and Alliance Energy Group, LLC, ("Alliance")

Joint Operating Agreement

(attached behind this page)
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EXHIBITD

To that certain Exploration and Development Agreement dated __,2005, by and
between The Crow Tribe of Indians, Crow Indian Reservation, a federally recognized Indian tribe,
(the "Nation"), and Alliance Energy Group, LLC, ("Alliance")

TOWNSIDPS SUBJECT TO ALLIANCE'S RIGHT OF FIRST REFUSAL

Township 7 South, Range 38 East
Township I South, Range 38 East
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