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 EXPLORATION AND
DEVELOPMENT AGREEMENT BETWEEN THE CROW TRIBE OF INDIANS AND
ALLIANCE ENERGY GROUP, LLC.”

WHEREAS, the Chairman of the Executive Branch has authority and responsibility
pursuant to the “enumerated powers” in Article IV, Section 3(f) of the Constitution and Bylaws
of the Crow Tribe of Indians to “negotiate and approve or prevent any sale, disposition, lease or
encumbrance of Tribal larids, 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 of sovereign immunity when such a
waiver is necessary for business purposes in accordance with Article V, Section 2(f) of fthe]
Constitution;” and

WHEREAS, the Chairman of the Executive Branch, with the delegated assistance of
the Oil and Gas Committee headed by the Secretary of the Executive Branch, has negotiated an
Exploration and Development Agreement between the Crow Tribe of Indians and Alliance

Energy Group, LLC (the “Agreement”), for the exploration and production of coalbed methane
(“CBM™) on up to two townships within the Crow Reservation, a copy of which 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) of the Constitution “to grant final approval or
disapproval of items negotiated by the Executive Branch of Government pertinent to the sale,
disposition, lease or encumbrance of Tribal lands, interests in lands or mineral assets,” and in
Article V, Section 2(f) to “grant final approval or disapproval of limited waivers of sovereign
immunity by the Executive Branch when waivers are necessary for business purposes;” and

WHEREAS, a Joint Action Resolution for approval of the Agreement was duly
submitted by the Executive Branch for the April 2005 Session of the Legislature in compliance
with Article V, Section 7 of the Constitution; the Agreement has since been finalized by the Oil
and Gas Committee in further negotiations with Alliance; the Chairman has requested a Special
Session for the purpose of considering the approval of the Agreement; and the Speaker has dualy
called a Special Session for that purpose on June 1, 2005; and

June 1, 2005
JAR Alliance Energy Agreement
Page 1 of 3




WHEREAS, exploration for and development of Tribal CBM resources is in the best
interests of the Tribe and Tribal members, and the Agreement provides for such exploration
and development on a fair, environmentally responsible, and commercially sound basis, and the
limited waiver of the Tribe’s sovereign immunity in the Lease is necessary for business

purposes; and

- WHEREAS, after approval by the Legislature and Executive Branch of the Crow
Tribe, the Agreement is subject to approval by the Secretary of the Interior or her designee,
pursuant to the Indian Mineral Development Act of 1982 (25 U.S.C. § 2101, ef seq.) and other
applicable Federal law;

| NOW THEREFORE, BE IT RESOLVED BY THE LEGISLATURE AND THE

"EXECUTIVE BRANCH OF THE CROW TRIBE:

- Section 1. That the “Exploration and Development Agreement” between the Crow
Tribe of Indians and Alliance Energy Group, LLC, including the Bmited waiver of
sovereign immunity contained therein, and the Minerals Agreement and all other
Exhibits, attached hereto and incorporated by this reference, is hereby granted final
approval pursuant te Article V, Sections 2(d) and 2(f) of the Constitution and Bylaws of
the Crow Tribe.

Section 2. That the Chairman of the Executive Branch is autherized to sign and
execute the above-referenced Agreement on behalf of the Crow Tribe, and to take such
ﬁtrtl_ler actions as are necessary to implement and administer the Agreement,

. Section 3. That the final approval granted herein is effective on the date of
approval of this Resolution, and is subject only to such further approvals as are reguired
by Federal law.

CERTIFICATION

I hereby certify that this Joint Action Resolution was duly approved by the Crow Tribal
Legislature witha voteof ___16 __infavor, 1 _opposed,and 0  abstained and that a

—

quorum was present on this 15" dayof June , 2005.

Acm; i S0,

Speaker of the House
Crow Tribal Legislature~

ATTEST:

, Crow Tribal Legislature
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EXECUTIVE ACTION

I hereby
Arove,

veto
this Joint Action Resolution for Final Approval of the Coalbed Methane Exploration and
Development Agreement between the Crow Tribe and Alliance Energy Group, LLC, pursuant
o the authority vested in the Chairman of the Crow Tribe by Article V, Section 8 and Article
IV, Sections 3(f) and 3(k) of the Constitution and Bylaws of the Crow Tribe of Indians on this

& dayof SN )€ 2005,

Chalrman, Ixecutive Branch
Crow Tribe of Indians

June 1, 2005 _
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Tpecial Session
Dilsy Guos (ense latreen
Crens “Tribe <k Alliance Energy Cuwoup,Lic .

Bill or Resolution Number3ARLs. esTntroduced by: Exeative Date of Vote (o[ - 05~
Representative

No Abstain
B. Cloud '

C. Goes Ahead
0. Costa | |
V. Crooked Arm
R. Iron
J. Stewart
E. Fighter
L. Costa
L. Hogan
D. Old Elk
K. Real Bird
E. Pease

S. Medicine Horse

PR

L. Not Afraid
P. Re_al Bird . _ '
- D. Wilson ’ Z

J. Stone
Secretary of the House

W. Plain Feather -
Speaker of the House

Totals:

ot

1 0

Results of Vote: ' '
Not Passed Tabled Veto Qverride
Signature of Oﬂicer': N @mgﬁ - Date: f,é” / 0J
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OPERATING AGREEMENT
THIS AGREEMENT, entercd into by and between ,_ ALLTANCE ENERGY GROUF. LLC
hereinafter designeted snd reftsred to as *Operator,” and the signatory parey or parties other than Operator, sometimes
hereinafier refetred to individually as 'Nun—@pemot,‘; and colfectively as "Mon-Operators.™
WITNESSETH:
WEEREAS, the parties to this agreement are owners of il and Oas Eeases andlor Oif and Gas Interests in the land

-igentified in Exhibit "A." and the partes hereta have reached an agreemenmt to explore and develop these Leases andior Oil

and Gas Interests for the production of Oil aid Gas 1o the extent and as hereinafier provided,
NOW, THEREFORE, it is agzeed as foflows:
ARTICLE 1L
| DEFINITIONS

As used in this agreement, the [pliowing words and terms shall have the meanings here ascribed w0 tham:

A. The werm *AFE" shall mesn an Authority for Expenditere prepared by a party to this agreement for the purpese of
estimating the costs to be i d e conducting an opsration hereunder. '

B. The term "Completion™ oz "Complete™ shall mean a smgle operation intended to plere a well as a producer of Oil
and Gas in ome or move Zomes, including, but aor fimited to, the sewing of production cesing, perforating, weil stimulation
and production testing d d in such op

€. The term "Cantract Area” shali mean all of the Tands, Off and Gas Leases andior Ol and Gas Interests intended to be
developed and operated for Oit and Gas purposes wnder this agrewment, Sach fands, Oif and Gas Lesses and Oil and Gas
Interests are described im Exhibic "A."

P. The wm "Deepen® shall mean a sizgle opmmm wheteby a well is drifled to an objective Zone below the deepest
TZome in which the well was previously drifled, or below the Deepest Zene proposed i the ipte AFE, which is the
lesser.

E. Thé kems "Drilting Party* and "Consentimg Parly™ shall mean z party who agress o join in and pay its share of the
costof any operztion conducted. under the provisions of tis agreement.

F. The term "Drilling Unit™ shall mean the area fixed for the drilling of one well by order or rule of any state or federal
bady baving authoriry. If a Drifling Unit is oot fixed by any such role of order, & Drilling Unit shail be the drilfing it as
established by the pattern of drifing o the Contract Arez unless fixed by express agreement of the Drilling Pasties.

G. The term “Drillsite” shall mean the Git and Gas Lease or Oil and Gas Inmterest on which & proposed well is to be
Tocated. :
H. The term "Initial Well” shell mean the wel reguired to be drilled by the parties hereto as provided in Article VLA,

i '!'Be. term "NomConsent Well* shall mean a well in whick less than all pariies bove conducted am operation as
provided in Articte VLB.2.

J. The terms *Nou-Drilling Party” snd "Non-Consenting Party* sholl mean a party who clects not to participate in a

proposed operation. .

K. The term “Off and Gas® shall mesn off, gas, ""‘g&s,'és dh mdfor all other liquid or gaseons
bydrocarbons and other ketabl iy produced sherewith, unless ar intent to limit the inclusivemess of this term is
specifically stated.

Y. The term "Ofl and Gas Interests™ or “Inierests” shall mean anlessed fee and wineral miciests u Oil and Gas i iracts
of land Tying mﬂnntthomct Area whick are owned by parties to this agreement.

M. The terms “0!1 and Gas Lease,™ "Lease™ and "Leaschold” shall mean the oil and gas leases or imerests therein
covering tracts of land lying withiz e Contraei Avea which are owned by the parties to this sgreement.

W, The tevm "Plug Back™ shail mean a single operation whereby a deeper Zene % abandoned i order to attermpt a
Completion in a shaltawer Zonc.

©. The term “Recy ton" or "R ploie™ shall mesn #1 operation wherehy & Complot inuﬁeZuneis-abamEoned
in order toattempi a Completion o a differe st Zone within the existing weilbore.

P. The wrm "Rework™ shall mean an operation comducted in the wellbore of a weil after it is Completed to secure,
TESIOTE, OF TOpProve pmducnon m 2 Zone which is currestly open to production in the welbore.  Such operations include, but
are not I;mmd to, well stimulation but fude amy routine repair or maimenance work or diiling, Sidetracking,

Beep Completing, R pleti orPluggmgBacknfnwdl

L3 Thx: v *Sidetiack™ shalt mean the directional comtrol and intemtional deviation of 2 wefl from \eeﬁml 50 35 tO
chamge the botom: hole locatnon waless dome o srmghten the hole oF drill around junk ir the hole to avercome other
mechanical ditficulties.

R. The werm "Zone™ shaft mean 3 siraivm of earih containing or thought to coniain a cemmen accumulation of Ol and
Gas separalely producible from zay other common accumulation of Oif and Gas. ’

Unless the context otherwise clearly indicates, words wsed in the singular fachwe the plursl, the word “perser” includes
natural and artificial p the plural ineledes the singular, and any gender includes the line, femiaine, snd neuter.

ARTICLE W.
EXHIBITS

The following exhibits, as indicated below aud attached hereto, ave incorporated in and made a part heteof:

X A Exhibit“A," shall include the following information:
{¥) Description of lands subject to this agreement,
{2) Restrictions, if any, as to depths, formations, ot substances,

{3) Parties to agreement with addresses and teiephone numbers for notice purposes,
{d) Per ges or fractional i of partics 10 this agreernent,
{5) il and Gas Leases and/or Oil and Gas Interests subject to this agreement,
{6} Burdens on produstion.

. Exhibit *B,” Form of Lease.

. Exhibit "C,” Accounting Froceduee.

. Exkibit "D,” lnsurance.

Exhibit "E,” Gas Balancing Agreement. )

Exmbit “F,” Non-Discrimination and Certification of Non-S¢gregated Faciliiies.

. Extrbit "G,” Tax Partnership.
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If any provisien of amy exhibit, except Exhibits "E,” "F" and "G, is inconsisient with any provision comained in
she body of this agreement, ihe provisicns in the bady of this agreement shalt prevail.
ARFICLE I
IRTERESTS OF PARTIES

" A. Off 2nd Gas Tterests:

"If any party owns an Oif and Gas Interest in the Contract Ares, that Interest shail be treated for afi purposes of this
agreement and during the lerm heveof as if @t were covered by the form of OR and Gas Lease attached hereto as Exhibit "B,
and the owner thercof sbiall be deemed 1o own both royalty interest m such lease and the interest of the lessee thereunder.

B. Interests of Parties in Costs and Production:

Unless changed by other pmvmom, zll cosis and Hebiliies imcurred in operations under this agreement shall be borme
and paid, and ail I and 12 guired in opecatl on the Contract Area shall be owned, by the parties as their
interests are set forth e Exhibit A" TIn the seme manner, the pariies shail also own all production of (HE and Gas from the
Conract Area subject, &  ta thep of royalties and othier burdens on production as described hereafter,

. Regardless of which pary bas confributed aﬁy Oit and Gas Lease or (il and Gas Intevest om which royalty or other
burdens miay be payable and ¢mcept a5 otherwise expressly provided inm this ag each party shall pay or deliver, or
cause to be paid or defivered, alf burdens on its share of the production from the Contract Area up to, bul mot in excess of,
19% i and skl indernntify, defend and hold the other parties free from any liability therefor.
Except as olherwise expressty provided in this agreement, if sny party has comribuwied hezeto any Lease or Interest which i
burdened with any royelty, ovemiding rovalty, prodoction payment or ether bwden on production in excess of Hhe amounts
stipufated above, such party so Busdencd shall assume and alone bear aff such excess obligati and shall indemnify, defend
ant held the other parties herevo hameless Bom any aegd all claims anribuseble to such excess barden.  However, so leng as
the Drilting Unit for the productive Zomefs) is identical with the Contract Area, esch party shall pay er deliver, or cause to

be paid or deli .- alt burdens. on production from the Conimact Area due imder the terms of the Oil and Gas Lease(s)
which such party has coneributed to this and shalf indemnify, defend and hold the other parties free from any
Tiability therefor.

No. party shall ever be responsible, on a price basis higher than the price received by such pary, W any other party's
!mmwloymyom,mﬁifs&hmmm’sm or rayalty owner shoald demand and rteceive settlement om 2 higher
price basis, the party contributing the affectod Leass shall bew the additional ruyakty burden attributable to such higher price.

Wothing contaized ia this Agicle YILE. shafl be & ¢ an assj At of oo ig of & d bereby,
amd in de event two Of more pariies contribute to this agreement jointly owned Leases, the porties’ undivided intrests in
said I holds shall be d g separate leasehold i for the purp ofthis ag

C. Subsequently Created Interests: )

If any party has contribwied hereto z Lease or Interest that is bardened with an assig) of production given as security
for the payment of money, or if, afier the date of this agreement, any party creales an overriding royalty, p
payment, net profits interest, assignment. of production or other burden payable out of product thutable o its king

interest Beremnder, such barden shifl be deemed a "Subseguently Crested Interest”  Funber, if any party has centributed
horeto. & Lease or Inteest bucdemed with an overriding myalty, peoduction payment, met profits interests, ar other burden

. payable eut of production created priet to the date of ihis agreement, and swch burdin is et shown om Exbibii "A" such

burder also shall be dtemed 2 Subsequently Created Iaterest to the extent such burden causes the burdens on such party’s

" Lease or Interest to-exceed the ammmt stipulated in Article ilB. above.

The patty whose interest is burdened with the Subsequently Created Interest (the "Burdened Party™) shal assume amd
alonc bear, pay snd discharge the Subsequenmtly Created Interest and sholl indemnify, defend and boid harmless the other
parties from and egainst woy Bability therfor. Further, if the Burdened Party fails to pay, whes due, its share of expenses
chargeable bereundes, all provistons of Article VIEB. shall be enforcesble agaimst the Subsequemtly Crented Interest in the
same mammer as they are enforceable against the working inierest of the Burdened Pomy. I the Burdesed Patty is regoired
ender this agrecment w0 assign of refinguish to amy other pery, or partics, afl or 2 poriien of #is working ioterest amd/or the
production attribotable thercto, said other party, or parties, shalf veceive said 3] andfor product free and clear of
said Subsequently Created Interest, and the Burdened Party shall indemnify, defend snd bold harmless said other party, or
parties, from any and sil claims and d ds for payment d by owners of the Subsequently Creaied nteregt.

’ ARTICLE IV,
TFFLES

A. Titte Examinstion: )

Tisle examination shall be made on the Drillsite of any proposed well prior to commencement of drilfing operations and,
if a matority in interest of the Drfling Pacties so request o Operator so clects, title cxamination shafl be made on the entire
Drilting Unit, or maximum anticipated Drilling Unit, of the well. The opinion will include the ownership of the working
interest, mh is, rovaity, overrtding yvoyalty and prodaction pay wndder the applicable Leases, Each party contributing
Le¢ases andior Oi! and Gas Interests to be included in the Drillsite er Drliing Unit, if appropriate, shall fumish o Operator
ail abstraets {including federal lease status Tepors), ntle opinions, title papers and cwrative material in its possession free of
charpe. AH such information not in the pesscssion of or made available to Operator by the parties, but necessary for the
exammation of the title, shall be obwined by Operator.  Operator shalt cause title to be examined by anoraeys on fts staff or
by outside attommeys. Eopies of all title opinions shall be fumished to each PMilling Pany Costs incwred by Operator in
procuring . sbsiracis, fees peid ouwtside atormeys for ditle caamimation f{includivg prefi ¥, supel I, shui-in  Toyalty
opinions and division order title opinions) and eother dircct charges as provided in Exkibit "C" shall be borne by the Driiling
Parties in the proportion that the. imterest of each Divilling Party bears to the total imterest of ait Disilling Pardies as such

interésts appear in Exhibit "A." Operator shail make ne charge for services rendered by its staff asiorneys or other persannel
in the performance of the above functioss.

Each party shall be ponsible for g ive matter and pooling amendments of agreenents required @
connection with Leases or Oit and Gas Imterests contninted by such party Operater shail be responsible for the ﬁrcpamri.on
and. recording of poeling desgnations or declarations and I agr as well as the conduct of hearings
before govermmental agencms for the securing of spacing eor pooling orders or any other orders necessary or sppropriate 1o
the duct of ap b d This shail oot prevenr any pany from appearing on its own behall’ at sueh hearings,
Costs incurred by Operator, including fees paid o outside attorneys, which are tated with heari before g ]

apgencies, and which cosis are necessary and proper for the. activities contemplated under this apreement, shall he direct

charges 10 the joint account and shall notbe d by the adminisirative head charges as provided in Exhibit*C."
.
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" Operator shall make nmo charge for services rendered by its staff attomeys or other personne! in the performamce of the above

funcsions.
No wett shall he drilled on the Comtract Ares wwtil after (i) the title to the Dritksite or Drilling Unit, if appropriate, has
been examined as above provided, and (2} the title has heen approved by the cxamining sttorney or titte has been accepted by
alt of the Drilling Partics in soch well,
B. Loss or Failure of Title: . ’
'}‘_mﬁ%:_& 1 y Fat:] -G Intoroot-ae O and Gas-T. a—holoat—thk b fn L ,J:e:rln_ which-roaslte

1

k e maiotako-g it anY ronia)l—shat-in-weoll
# ity 3
o intain—all—or—a—porion-—af—an—0il—and-Gas
2 ;-
Loas: i 2 paid e sk id. d oL H i th hail-bo-
" M i rtiddy ¥
Liabilityamainst he—parte—ahe—fisied 1o make -such Unloss—tho-party whe -failed—to inake the srod
¥ g ey Liaas d Pty ¥ Ty
L Tntesont S tho Sidao—iniorast
& 3
DBk & irhLad il Er B Biocs—t Acticto3EHL B o i, e ) 1o Fxbihiz SAS
Lot 4 - - K3 Laia
shall bo—rvised—on—an—acreage—basisccffvctive—asof tha-dal—af inati f.the Leasc—or—Intorest mvolved—and the - badk
. Parky
Teho—faibad—t v Prof rm kY e o datad- ri;“. inotost—b 1k Contraat A - o0n i

it shall. be wimbs 4 for & acmal cast 5 paid byit{bot—et—fue—its..cham—of_the cost—of-any—drr ek
- B £
2 amal i . Tormalic b I e ko ftho fakham S tenad i b
L e-driliod # 4 g y-ieraifout
tarProcacd-of Oik-and G produced prics to-tersinath £ the Loase or Intercatloss H 2 and tea
g s P P s L
Bk h Blob Sor—to—th cho—thitad—ta b fousk d—to—th dit—of the loat-—E.oas
F pay o ¥
¥ - bagis, up-so-th Lot & ot
i 3
tb-Px da-of Qil-and-Garless 5 and-loase bard h bl b dor o the. who-failed
by G - ¥ -
PR T aptathe i 1 " hutablo—to— that-pou £ Oil-and~Gas—sh dicod—and
F i L L
drotad—toxetudi duction—From—any He-thoreafier—drilad) ik, the—ah £ snoh-Loase Iterest--tormil
- - ot
seoald—Ebo. b hi 4 th. loat—L P-C o ¥ bagi Atk S—saanlt v h——Eaa i
B
io—araditod—fo—ether—pasiies—ih do—of paid—marti e Ol and _Gagtoba Fatad_buthacath s
3 P ¥ 3
P ton tathail ek frocad-ou Exbibit “A
forA i o-tho smountof & postn.-that-may-bonaid-by any narte who-in-oe b the-ow
te-Aay o k PRHE-DY-REY-party 5
Fihal Intorestlosi—iasth sl 'e ot i -the-Contract.- A 5 i narieta-thi
g i ge-aET Ay &
3. Qher Tosscg: Al losses of Leases or itted to this thorthan—those—sei{farh-in-Asticles

FrBAr—and—-B-2—abave, shall bo joint losscs and shall be bomne by sl partios in propomion to their intorcsts shown an
Exhibit "A" This shall include bui net be limiied to the Joss of aay Lease or Imterest through failure to develop or becanse
express oF implied covemants have not been performed (other thon perf which reguy only the p of money),
and the ltoss of amy Lease by capiraiion at the end of its primary term if # i8 not remewed or exignded. There shall be no
stment of § inthe i portion of the Contract Area on account of any joint Joss.

4. Cyrigg Thte: Ie the event of 2 Failure of Titie wnder Article IWBLL. or 2 loss of title under Atticte FV.B.2. shove, any
Lease or Imterest acquired by any party herete (other than the party whosc interest has failed or was tost) during the ninery

L

or was lost shall be offered at cost to the parly whose interest las Failed or was lost, and the provisisns of Aricie VHLB.
shall notapply to sach acquisition. )
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ARTICLEY.
OPERATOR
A. Designation and Responstbilictes of Operator: .
w. LI “shalf be the Operator of the Contracs Ares, and shall conduet
and diseer and bave full control of all operativns om the Comtraet Ares as perzitted and required by, aad witkin the Hmits of

_this In its perft of services bereunder for the Non-Operaters, Operator shall be an independent comtractor

HEX

not subject to the comirol or direction of e Nen-Operators except as to the type of operation to be undertaken I accordance
with the elecid dures ined i this Op shall 1ot be desmed, or hold hiself out as, the agent of the

P E

Non-Operators with -awhority .to bind them to any obligation or liability amed or ed by Op as to any third

pasty. Operator shall conduct its acthvities under this a3 a ble prudent op in 2 good and workmaniike
wmammer, with due diligence and dispatch. I accordance’ with good oilfield practice, and e compifance with applicable law and
regelation, but it b0 evens shall it bave any Yability as Operator to the ofker parties for losses sustained or lisbilitks incurred
except such as may result from gross acgh o wiltful mi: h :
B. Resigaation or Remaval of Operstor and Selection of Saccessor:

I Resipnation or Removal of Operator: Operator may resipn -at any fime by giving writion notice thereof 1o Won-Operators.
I Operator iermivates its fegal existence, no longer ewns an interest hereunder in the Comiract Area, or is no konger capable of

‘serving as Op L Opi shall be d d ta have resigmed without any action by Now-Operators, except the selection of 3

Op may be ¢ only for good cause by the affimaiive vote of Non-Opemtors owning a majortity interest
frased on owmership as shown an Exhibit "A™ remaining after excluding the voling inierest of Operator; such voie shatl wot be
dewmned effective until a written netice has been defivered to the Operetor by a Neo-Operator demmiling the alleged defauit and
Operator bas Railed o cure the default within ity (30 days Fom s receipt of the notice or, if the defawit toncems am

peration. then being conducted, wishin forty-cight ¢48) bours of its veceipt of the notice. For purposes hereof, "good cause” shall

mean mot only” gross meghigence or wiltfal wisconduct but also the material breach of or imability to meet the standards of -

epemation-cootamed o Aricle V.A. or material failure or inability to perform its obligations under this agrecment.
Subjest to Amicle VILD.1.; such resignation or removal: shall not become effective until 7:00 o'clock AM. on the frst
day of the calendar month following the expimtion of ninety (%03 days afier the giving of notice of resignation by Operstor

or action by the Mon-Qperaters to memeve Op , onless 2 Op hes been selecwed amd the duties of

Operator at an ¢afier Fawe. Operator, after effective date of wmsignation or removal, shall be bound by the terms hereof 25 a

MNon-Opevmar. A change of 2 i name oOf of Op or tramsfer of Operator's imteresi to amy single
bsidiary, parent ar corperatien shatl not be the basis for removal of Operator.

2. Sciectiop of S o Upon: the resignation or | of Cporator under any pravision of this agroement, a

Op shall be selected by the partics. The Op shall be selected from the paries owning an

interest in the Copiract Area s dhe time such Op: s selected. The Op shall be selected by the

affimative voie of two (2) or more partics owning 2 majoriy inieresi based on ownership as shown on Exhibit "A";
rovided, "however, if an Operator which has been removed or i deemed o have resigned fxils to vere or vowes enly to

d seif, the Op shult be sefected by the affimative vote of tic party or partics owming a majority
interest besed on ewnerchip a6 shows oh Babibit "A™ wcmeinizg afier excluding the voting mterest of the Opeator thet was
removed of resigned.  The former Operator shall promptly deliver to the swocessor Opevator all records and data relating io
the operations -conducted by the former Operator to the extent such records and datr are nmot already in the passession of .the
successor operaior.  Any cest of obiaining or copying the former Operator's records and date shall be charged to (e joint
aceoumt.

3. [Effcct of Bankiuptcy: If Operator beeomes insolvent, bankrupt or is placed in reccivership, i shall be deomed 1o bave

resigved withont amy action by Non-Opemtars, except the selection of 2 H 3 petiion for relief under the federsl
baskmmths.isﬁbeﬁby&raggmf‘, wd the ! of Op is pr d by the Kderal hewdbrupioy court, all
Nun—i;‘;_ and Op shadl prise: an interim operating comumittee. to serve wnkil Operator bas electod (o refect or
assune this ag p o the Banlxup Cede, and an election to reject this agresment by Operaior as a debtor in
possession, or by a trustee in bankropicy, shell be d.a resignarion 25 Op without any sction by Noo-Operators,
. excepd the sclection of a suecessor. During the pesiod of time the operait i s operati all - actions shall

‘require the spproval of twa (2] ov wore partics owwing & majority interest bosed on ownership as shown on Exhibit "A" In

the event there are omly two (2} pares to this agreement, during he period of iime the operating commiviee controls

operations, 2 third porty acceptable ™ Operator, Non-Operator and the federal bankruptcy court shell bhe selecnd as a
ber of the opemth H andt all actions shall requite the approval of two {2} membess of the operating

committee without regard for their interest in the Contract Area based on Exhibit =A™

. Emph aned €

The number of employees or uzed by Op in ducting operations heveamder, their selection, and the
Bowrs of lshor und the compensation v servites performed shalt be detormined by Operetor, and all such employees or
shalil be the employees or co of Operator:

D. Rights and Duties of Gperztor: . )

v Compotitive Rates and Blsc of Affifiates: AH wolfs driticd on the Contract Ama shalt be drilled oo a eompetitive
conitact basis al the uswal mates prevailing i the area. Yf it so desies, Operator may employ its ewn tnols and equipment in
she drilling of wells, but its charges therefor shall wor oxtoed the prevaifing zaies i the ares and the rate of such charges
shait be agreed uwpom by the pariies in writing before drilfing operations ave commemced, and such work shali be performed by
Operaior vader the same twerms and conditions as are customary and psuat im the area in contracts of independent contraciors
who are doing work of a similar nature. Ail work performed of materials supplied by affiliates or relared partics of Operator

shall be performed or pplicd at petitive  rafes, p to written agreement, and in accordamce with customs and
standards prevatling in ihe industry. ’
2 Discharge of Joise Acceisns Ohligations: Excepd as bescin etberwise specifically provided, ©Operator shalt prompily pay

and discharge expenses incurred in the development and operation of the Contact Area pursuant to this agreement and shait
charge each of the parties hereto with their respective proportienate shares upon the expense basis provided m Exhibit "€

Operator shall keep am accwrate record of the joint account hereunder, showing exp M d and ch and. ctedits
made and received.
3. Protestion. feem Lisms: Opcrator shall pay, or cawss to Yo paid, as and when they b duc and payable. alt

of contracters and suppliers and wages and solaries for services rondered or performed, and For materials suppiied on, to or in
respect of the Contract Area or any operaiions for the joinl accouni thereof, and shell keep the Coatract Area free from

-
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Hens and b
materials supplied,

4.Qn§mdy_e£Eund§.0pcmmrshall ho!dfﬁtihcammmufibc Nm«-()pcmmm any fumds of the Nmn-()warm advanced
or paid to the Operator, either for the duct “of op B der or a5 a result of the sale of productivn from the
Contract Ares, and such finds shall remain the funds of the Non-Operators on whose acceunt they are sdvanced or paid until

tesulting th except for those resuling from e bona fide dispute s to services rendered or

used for their intended purpose or otherwise defivered to the Non-Operators or applied toward the peyment of debis as
provided in Articie VILB. Nothimg in this paragraph shatl be comstrued ko establish a fiduciary relationship between Operator
and Nena-Operators for any putpese other than to. aceount for Men-Operator -fimds as bercia spetifically provided. Nothing in
this pamgraph shull requite the mai by Op of spa for the funds of Non-Operators unless the
partics otherwise specifically agree.

5. Acecss 1o Comtraet Area and Records: Operator shall, oxcopt as othorwise provided berein, permit cack Non-Operator
o its. duly authorized representative, at the Non-Opcrmors sole risk ond cost, full and free access at all reasouable times to
alt opeyauans of every kind md character being comducted for the joint account on the, Comtract Area and to the records of
i ducted th oF duction therefiom, including Operator's books and reeords relating thereto.  Such access

rights. shall not be exercised m o wemmer iterfiring with Gp 's condect of an operatt fer and shall nor obligate
Operator to furnish any geologic or geophysicsl data of am mterprakm: matnze uniess the ecom of preparation ef such
imerpretive data was charged to the joint account. Operator will furnish to0 eack Non-Opemaior upon request copies of way

sed all reports and informalion obtamed by Operatar in ion with pr fon and rtelated ems, incleding, without
limitation. =ecitt aud chart  reports, production purch zam tickets and monthly gauge reports, but excluding
purcliase comtracts omd pricing mformation to (ke exiont woi applicabie to the production of the Non-Operator sceking o
mformation,  Any sudit of Operatos’s records relating te spended and the appropsi of such oxpondliures
shall be conducted in 2ccordznce with the audit protocol specified in Exhibit *C."

& Filing and Turnishing Goeermmentat Reports; Operator will fil ie, and upon wrilicn roquest promptly farnish copies 1o
cech rvequesting Non-Operator mot in default of its p blipal ail operational motces, reporis er applications
- required 10 be filed by local,- Srate, Federai or Indian agencies or authorilfes having jurisdiction over op h d
Each Non-Operator shall pravidé ta Operator on a- (imely basis all informaion necessary to Operstor to make such ﬁlmgs

7, Erilling and Testing Oboraiions: The fotlowing provisions shalt apply to cach wolt diilted hereander, mcheding but wol
hmm:dmthelﬁ&hl’ﬁeﬂ.

{ay Operno: will promptly advise Man-Operators of the date oz which the well is spudded, o ‘the date on which
driffing opetations ars cummenced.

{6} Operator iwil! send to Non-Operators such reports, st tesulis and notices regarding the progress of operations on the well
25 the Nen-Op shalt bly request, incinding, but not limited to, daily drilting reports, complefion reports, and well logs.
(¢} Operator- shatl adequately test all Zones encountered which may biy be expected to be capable of producing

. Oif and Gas in paying quantities as a result of examimation of the elecwric lpg or amy other logs or cores or tests conducicd

hereunder.

8 Cosr Estimates: Upon rogeest of Say Consemting Party, Opctaior sball furnish, estimates of enfrend and eamniative costs
incwrred for the joint account at Teasomable imervals during the comduci of any operatos pumsuant fo  this - agrCGIBLNR.
Opernior shall not be beld liable for'errors in such estimates so Fong as the estitnees wre made in good faith.

T Insurance: At afl limos while rai E ducted by d Operaror  shall camply with the workers -

_ compensation law of the state where the it are being ducted; provided, however, that Operator may be a sclf-

" imsurcr for Tiability wader s2id compensation laws i which event. the only. charpe that shall be wmade to the joimt secoum shall

be as provided in: Exhibit "C.* Operator shali alse carry or provide insurasce for the benefit of the joimt account of the parties
as cutbned in Exhibit "D" attached hereto and tade a part hereof Operatar shall reguire afl cenirectors engaged in work on

'orfu_y.th::CoamtAmiwmmpzyﬁshﬂxwmkﬂseompmaﬁanhwoflhesmwhmtﬁanpmﬁommhcingmm

andf to nraintain such otfeer i nice as Oparater may require.

In the event bile Habilicy @ B speeifted in said Exbibit "D," or subsequently reeeives the apgeoval of the
parties, mo direct charge shall be made by Operator for premiums paid for such inswrance for Operator's amomohw
equipment.

) ARTICLE VL
DRILLING AND DEVELOPMENT
A Eoitid Welk :
Fare Jbhafora-th e i £ - l'\— ahatk e A“‘Bﬂgm“
Yottt she Blloning locatienS SET FORTE I THE EXTLOBATION AND DEVELOPMENT ACREEMENY RETWEEN
ELIANCE ENERGY GROUP, LLC AND THE CROW TRIBE OF INDEAM . TO WHICH THIS
OPERATING AGREEMENT IS AFFACHED. oA 085

amd shali thereafier continue the drilling of the well with due diligence to

The driftieg of the Initial Well and the participation therein by alt paries is obfpatory, subject 10 Article VLC.1. os to participation
i Completioa operations and Article VEF. as to termination of operations and Atticia X1 as to occurrence of force majeure.,
B. Subsequent Operations:

I Propased Operations: If any party hercto should desirc to drilk any weH om the Contract Arca other than the Initial Well, or
if any pary should desire to Réwerk, Sideteck, Decpen, Recomplets or Plug Back a d&ry hole or a well no longer capable of
producing in paying gquantities in which such party hes not atherwise relinguished its interest in the proposed objective Zome wider
sthis agreement, the pany desiring to drill, Rework, Sidewrack, Deepen, Recomplete or Plug Back such a well shail give written

.5-
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ootice of the proposed operaiion to the parlies who hive not otherwise relinguished their interest in such objective Zone
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under this agreement and to all ather pasties in the case of a proposal for Sidewacking or Deepening, specifying the work to be
performed, the location, proposed depth, objective Zome and the csimated cost of the operation. The panies w whom such &
notice is delivered shatk have thitty (30} days after receipt of the notice within which 0 notify the party prﬂpmﬁg to do the work
whether they clect to participate fn the cost of tre proposed operation. I 2 dritiing rig s on location; notce of 2 proposal to
Rewark, Sidetrack, Recomplote, Ping Back or Deepen may be givea by wlephone and the response period shalt be fimited to forty~
cight (48) ours, exclusive of Saurday, Sunday and legat holideys. Failue of a party o whom such notice is delivered to zeply
within the period above fixed shall constitate an election by that party wot to participate in the cost of the proposed operation.
Any proposs by a party ko conduct zn operation confHeting with the operation imitiatly proposed shall bz deliversd to al! parties
within the time and in the maenet provided in Article VLB.6. .

If afl parties fo whom such notice is deli d elect 1o pasticipate in such a proposed operation, the pariies shall be

Ity Aned {0 particip mmwovﬁedsmhwﬂmmcmmdmmnmpmod hereafter set
forth, and Operafor skali, me fmer thun ninety (90} days afier capiration of the netice period of thimy (30} days {or as
prompily a5 practicable afier the expiration of ihe forty-cight (48} heur period whes 2 drilling rig is on location, as the case
mey be, ] the propased operation and thereaficr complete it with due ‘diligence ot the risk and expease of
the parties paricipating therein; provided, h . said t daie may be extended upon written potice of same
by Opemzior o the other patics, for a period of up 1o thitty (36} addinonal days if, in the sole opinion of Operator, such
additional time 1is- reasnnabiy pecessary 10 obtain pemmits from gnvemmemal authorities, surfnce vights {including - rights-of-
way) or sporopriate drifling equip or 1o D title G or ive matter required for 1itle approval or
accepance. I the zcral operation has not been commenced within the Hme provided {fncludtng any extension thereof as
specifically permittod hevein or n-the force majesre provisions of Article X3 and if amy party herete ol desires io conduet
said opetatiom, wiitten notice proposing same must be resubmitted to the olber parics in accetdance herewith as if so prior
proposal had been made. Those periies that did not panicipate in the dJrilling of 2 well for thch 4 pmposa] 1o Decpen or

Sidetrack is ‘wmade hereunder shall, if such parties desire i panicipae i the proposed Decp g or Sids ing operatt
reimburse the Drilting Parties in accordance with Article VIBA. i e event of a Deepent peration and in d
with Article V1B 5. in the event of 2 Sidetracking operation.
2 Onperations b Lass Than All Panies:
{a) Dotermination of Paticipstion. IF aoy party to whom such noviee &8 dofivered as provided: in Article VIB.L or

ViC.h. {Option Mo 2} ¢lects sot th participate in the propesed . operaiion, them in order to be ontitfed o the benefis of this
Article, 'thapmyor pariies piving the notice and such eiber pastics as shell clect o pasticipae im the operation shall »e
later than ninety (90) days aBier the sxpiration of the notice period of thirty (30) days (or as promptly as practicable after the
expivation of the Fotiy-cight [48) houwr period when a drilling rig s op bocation, as the case may be) scmally commence the
proposed operation and complelc #t with due diligence. Operator shall perform all work for the account of the Consenting
Paities; provided, however, if no drilfing rig: or other equipment is om location, sud if Operasor is a Mon-Congenting  Pariy,
the Consenting Pariics shall cither: {i) request Operstor to perform the work required by such proposed eperation for the
agcount of the Consenting Partics, o (i) designate ome of the Consenting Pasties as Operator 10 perform such work. The

gtgmmmmgrmmdsmdWmnmwmmzsagmmrmmwmandmmdwmmmy

i asC for an opetation i which the originel Op is 2 Nea-C e Party. Consenting Parties, when
conducting epoiations on the Contract Avea pursuant to this Article VIB2., shalt comply with all terms snd conditions of this
sgTECIOENL,

lf'less:han:llpérﬁesappmvaany, posed ion, the propssing party, & nedistcly after the piration of the

appliceble - nosice period, shall advise all Parties of the iofal imstrest of the parties approving such operation and its

recommendation as to whether the Consenting Partics should proceed with the operation as proposed. Each Conseniing Pariy,
within forzy-eight (48} bours {exclusive of Saturday, Suvday, smd tegal holidays) afier delivery of such notice, shail advise the
propasing, party of its désize o ) Himdt participation to such party’s alerest as shown oun Exhibit "A” or (i} earry only its

proportionate part § imed by dividing swch pary’s Interest in the Contract Arca by the interests of all Congesiing Parties in
the Comiract Area} of Mon-Consenting Paries' imicrests, ox (i} camy iis propowionate part (determined as provided in (i)} of
Non-C: ing Parties” ¥ gether with all or a .pottion of %is proportionate part of sy Non-Consenting Parties'

that - any C ing Patty did not efect to take. Any imterest of Nom-Consenting Partics that is mot carried by a

Consenting: Party shall be deemed o be carried by the party propesing the operation if swch party does ant withdraw its
proposal. Failure w0 advise the proposing party within the time required shalt be decmed an election wnder (i). In the event a
drilling vig is on location, netice may be given by telephone, and the Hme¢ permilted for such » respomse shafl mot exceed a
wial of forty-cight (483 howrs (exclusive of Saturday, Senday and legal holidays). The propesing patty, at its election, maw
withdraw such propesal if there is less thar I00% participation awd shall notify all panies of sach decision within ten (10)
duys, or within twenty-four (24) hours if a driling rig is on locstion, foliowing cxpimbon of the hcable T period.

M 100% subscription 1o the groposed operation is obtained, the propomg party s!laﬂ promptly notify the Cnnsennng Parties
of their proportionate interesis m the operation and the party serving as Operator shail commence such operation within the
period provided in Atticle VI.B.1., subject io the same extension right #s provided therein.
thy Relingnishmeny of Tntercst for Won-Pagticipation, The ¢nties cast and risk of condueting such operations shall be
bome by the Comsenting Parties in the properions they have elected to bear same undet e toms of the precedmg
paragreph. Censentimg Parties sholl keep the leascheld estas fovelved in such operations Bee and clear of all fems and
encutbrances of every kind created by ar anising Fom the operstions of e © ing Parties. IF such an operation results
in a dry hole, then subject to Asticles VE.B.6. and VLEJ3, the Conscating Parties shall plug med shandon the welt and "restore
the surface location at their sole ocost, risk and expense; provided, however, that those Non-Consenting Parries ihat
participated in -the drifling, Decpeaing of Sidetracking of the well shall remain Hable for, and shail pay, their proportiomate
shares of the cost of plugging and abandoning the well and restoring the surface location insofar omly as thoss costs were nat
i by the subgeg operatiens of the Consenting Parties. If any well drifled, Reworked, Sidetracked, Deepened,
Recompleted or Plngged Back under the provisions of this Anicle results in a well capable of producing Oil andfor Gas in
peying qumbies, the Consenting Pamies shall Complete =nd equip the well to produce at their sole cost and risk, and the
well shall then be tumed over to Opemtor (if the Operstor did zot cowttuct the operation) and shall be operated by it at the
expense and for the atcount of the Consemting Parties, Upon commencewment of operations for the drilling, Reworking,
Sidetracking, Recompleiing, Deepening or Plugsing Back of any such welt by Consenting Partiss in accordance with the
provisions of rhis Afticle, cech Moz-Consenting Parly shall be deemed to have relinquished o Consenting Parics. and the

" Consemting Parties shal own and be entitled to receive, in propottion te their respective imerests, all of such Npo-

Consenting Party's interest in the well and share of production thevefrom or, in the case of a Reworking, Sidetrcking,

6~
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Deepening, Recompleting or Plugging Back, or a Completion pursuant to Article VEC.1,  Option No. 2, all of suchk Nea-
Consenting Party's interest in the production obtained from the operation in which the Non-Comsenting Party did not elect
ta parricip Such refinquish shail be sfiective uptil the proceeds of the sale of such share, calculated at the well, oF
market velue thevsef if sach share is mot soid (afer deduciing applicable ad valorem, production, severance, and excisc wawes,
royaity, overriding royalty and other imterests vet excepled by Asticle HI.C. payabie out of or measwed by the production
from sitch well acoruing with respect 1 such fnteress wntil it reverts), shall equal the total of the following:

(i)__108 % of cach such Won-Consenting Parfy's sharc of the cost of amy mewly acquired surface equipment

" beyond the welhead comnections (including but wet lmited to stock tanks, separators, ireaters, pumping equipment and

piping), plus 100% of each such Mon-Consenting Party's share of the cost of operation of the weil commencing with fiest
production and - continuing until each such Non-C ing Party's relinquished imerest shall revert o it under other
provisions of this Asicls, it beinp agreed thar eech Non-Comsenimg Party's share of such costs and equipment wilk be that
interest which would Bave been chargeable to such Mon-Consenting Party bad it participated in the weil Fom the beginning
of the operations; and

(Ey__200 % of {a) ihat postion nt‘ the costs and cxpemses of drilting. Reworking, Sidetracking, Decponing,
Plugging Back, testing, Complet and R plet after deducting any cash btk teceived wnder Asticle VIILC,
and of {b) that portion of the cost of newly acquired equipment in the. well (to and tacluding the wellhead conmecions),
which would bave been chasgeable to sueh Non-Consenting Party if it had participated therein.

Notwithstanding anything fo the contrary in this Asticle VLB, i the well does not reach the deepess objective Zone
dm&imhekemﬁwmmmgwerimm other than the encowntetiog -of granile oF practically impenetrable
substance or other condition b the hoke deting furthot opetath imgracticabl Operator shalf give notice thereof to each
Noo-Consenting Party who submitted or voted FD’: A alternative proposal wnder Arucle VEB.6S ctnll the well t0 a
shalipwer Zone thap the deepest objective Zone proposed in the notice wder which the well was drilfed, andd cach such Noo-

. Comsenting Party shall heve the option 1o participaie in the initial proposed Compiction of the well by paying its skare of the

cost of diilling the well 10 its actual depth, calewbared fa the manmer provaded I Aricle VEE.4. (a). ¥f any such Non-
Consenting Party doés mot efeci to participate in the first Completion proposed for such well, the relinguishment provisiens
of this Article VL.B.2, (h} shall m!ytosuc!: pany s interesi. ’
cwarking : pg Buck, Aw ciccion not to parteipate in the drilting, Sideteacking or

mepenmgo{amusmnheMmeelec:mmtmmmmmReworkmgmi ing Back operation proposed in
such a well, or porden therewf, 10 which the initial nom-cousent clection. applied that is conducted al any time prior fo fuil
TECOVETY hy the Conseating Parties of the Non-C ing Party's P amowni.  Sumifarly, as clectton Dot to
P P in the Cempleting or R pl of a well shall be deemed am clection not to pamicipate & any Reworkiag
operation proposed in such a well, or petion thereof, to which the initial non-comsent election applied that is conducted
any time prier o full recovery by the Consemiing Parties of the Non-C ing Party's D amount, Any such
Reworking, Recompleting or Plugging Back operation conducted during the recoupment period shall be deemed pant of the
cost of opertion of said well and there shall be added to the sums to b ped by the € ing Parties % of
tant portion of the costs of the Reworking, Hecompleting or Plugging Back operation: which woald have becn chargeable to
such Non-Consenting Party had it porticipaied ihersin.  If suwch a Rewosking, Recompleting or Plugging Back operation is
proposed durfng such recoupment period, the provisicns of this Article VLE. shall be spplicable as between said Consenting
Parties in said well

td) Rocoupment Martters. During the period of time. Conseniing Partics are emtitled 1o yreceive Nom-Consenting Party's
share of production, of the p ds therefi < '.,l’artiesshai‘!be ponsible for the p af alf ad val
production, scverance, excise, gathering and other laxcs, and all royalty, overriding royalty and other burdens applicable 10
Nm&mm&sg?mfsﬂmmdm@c&cnmtmeéby&rﬁmmc

I she ease of any Reworking, Sidetracking, Plugging Buck, R pleting ar £ ing operati the Consenting
Pamessha}ibepeﬂnnxdmnsa,&eeufcust all casing, tubmgmdotheseqmpmmmﬂnweu but the ownership of all
sach equiptaent- shall rematn uochenged; and wpon abandosment of 2 well afer such Reworking, Sidemacking, Pugging Back,
R leting or - I i the C ing Partics shali account for ofl such equipmenmt fo the owners thercof, with each

- party receiving its proporiionate part in kind or in value, less cost of salvage.

Within ntoery (90) days after the pletion of any operation wider this Article, the pany comducting the operations
for the (onsensing Parties shall furmish tach Non-Conseating Pamy with an inventory of the equipment aad conpected 1o
the well, and an itrmized statemient of whe cost of drilling, Sidetracking, Decpening, Plupping Back, testing, Completing,
R’ pleting, and the wett for production; or, a% its option, the operating perty, i lew of an Hemized statement
of such costs of operation, may submit a detsiled statement of momthly bifings. Each moumk thereafier, during the time the
Congenting Parties are being reimbursed as provided above, the party conducting the operations for the Comscoting Parties
shall furnish the Non-Consenting Parties with an itemized statememt of a1l coses and liabilities incurred in the operation of
the well, together with 2 statement of the guantity of OT and Gas produced from it and the amouni of proceeds vealized {rom
the sale of the weil's working intevest production during the preceding month. In determining the quamity of Oif and Ges
produced during any wonth, Consenting Pacties shall use industry accepted methods such as but not Lmied 1o metering or
periodic well tess.  Any amownt realized from the sale er oty disposition of equipment mewly acquired in tion with
any such operstion which woald have been owned by 2 Nen-Consemting Party bad it participeted therein shall be credited
agpinst the wWial uneetpmed costs of the work done and of the equipment purchased in determining when the interest of such
Non-Consenting Party shall revert to it as above provided; and if there is @ credit balance, it shall be paid o such Non-
Consennng Party. .

T and when the Consesting Parties recover from a Nom-C img Party’s relinguished interest the amoumts provided
for zbove, the relinguished interests of such Non-Comsenting Party sholl amomatically revert to it as of 7:06 am. on the day
foltowing the day on which such tecoupment occurs, and, from amd afler such reversion, such Non-Cousemiing Pasty shall
own the same interesi @ such well, the material and equip in or pertaining thereto, and the prodection therefrom as
such Non—Cm_enting Party would bave been enmtided to #ad it pamicipated in the driling, Sidetracking, Rewerking,
Deepening, Recompleving or Plugging Back of said well.  Thereafter, such Now-Comsenting Pasty shall be charged with srd
shall pey Bs proportiomate part of the further costs of the operation of said well i accordance with the terms of this
agreement and Exhilit "C” attached hereto.

3. Stand-By Costs When a well which has beer drillod or Decpencd has reached its amthorized dopth and all tosis have
been completed and the resuBts thereof fumnished to the parties. or when operations on the well have beem otherwise

terminated pursuant fo Article VIF., siand-by costs incurred pending response lo a parly's nolice proposiog 4 Reworking,
T
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Sidewracking, Deepening, Recompleting, Plugging Back or Completing opemtion in such a well (inciuding the period requr
under  Article VLB.6. io mgsolve competing proposals} shalt be charged and bome as pact of the driiling or Deepening
operation just completed. Stond-by costs subsenuent to all partics responding, or expiration of the resp time permitied,
whichever first ocouts, and prior to agreement 2s to the paricipating & of aft C ing Parties o to the terms
of the second gramumatical pamgraph of Anicle VIB.2. (2} shall ‘be charged to and borme as part of the proposed ape:smn,
boi i the proposal is subsequemtly withdrawn because of insefficient partcipation, such stand-by costs shall be atiocated
between the Consenting Parzies m the proportion each Consenting Party’s ipterest as shown on Exhibit "A” bears to the towl
inserest as shown on Exhibit A" of alt Conseutiag Parties.

s i cvent that ootice for a Sidetracking operation is given while the dritling rig 10 be utilized is on lecation, any party
may request and teceive up to- five (5) additional days after expitation of tee forty-¢ight hour response period specified in

Anticle VIB.L within which to respond by paying for alt stmnddby costs and other costs inturred during such extemded

TeSpUnSE perwd: Operitor may- require suck perty to pay the estimated stand-by time in advance as z condition to extending
the response period. I more then ome party elects w lake such addiziopal time to respond o the notice, standby cests shall be

. ailocated between the pariies iaking additional time 1w respond on a day-to-day basis in the proportion each electing party's

interest a3 shown on Exhibit *A" bears to the total interest as shown an Exhibit "A" of afl the electing parties. .

4. Docpoping: If less than aff pariics cleet to participate in a drilling, Sid king, or D i tonr proposed
porsuant to Atticle -VEB.1., the imterest relinquished by the Nom:Constuting Panies to the Consenting Parties under Asticle
VIB.2. shall relate emly and be Limited 1o the lesser of (i) the tofal depth actually drilied or (i) the objective depsh or Zone
of which the patties were given wotice wnder Awmicle VEBE {"'lnin'ﬁ Objective”s.  Such well shall net be Deepened beyond the
Initial Objective’ withent first complymg with this Article to afford the P‘an-Com,ti‘ng.Parﬁts the opportusity to perticipate
in the Deepening operation.

T e event any Cosseming Pary desires to drilk or Deepen a Non-Consent Well to a depth below the Inivial Objeciive,
such party ‘shall give notice thereof, complying with the requirememts of Amicle VIB.1., to ‘ali parties (including Non-
Cousenting Parties). Thereupon, Artictes VLB.T. and 2. shalk apply and ail parties receiving such notice shall bave the right to
patticipaie: ar 00k participate in the Deepening of such well pursnant to said Ardcles VEB.1. and 2. [Ef a. Deepening operation
i approved parsuamt 10 swch provisions, and if any Nou-Cousenting Party slects to pertivipate iz the Deepening’ operation,.
such ‘lm—Cmmagm shialt pay o take reimbursernent (as the case may be) of the following cosis and

{a}lfthepmpmllo!knpmwmasiamo:tothe{:ump}mmafsm&weﬂsaweﬂeth]eoi‘pmdmmgmpaymg
qUaTEeS, sm:h Nm—Consemng Party shalf pay {or teimbusse Consenting Parties for, as the case may be) that share of costs
and exp 3 in jon wish the drilting of said well Fom the surface 10 the Initial Objective which Non~
Consenting Party would have paid had such WNom-Consenting Party asgreed to paricipate therein, pius the Non-Consenting

- Pamy's share of the cost of Deecpening and of partici ';i:nanyﬁmherupem_ﬁonsonﬁ:ewéninwcuxdame with the other

provisions of this Agreement; provided, Bowever, all costs for westing and Completion or pted Completion of the well

" incumed By Cmclmng Parties prior e the poimt of actusl operptions to Deepen beyond the Tnitial Gb]ecnve shall be for the

sole account of Consenting, Parties.
© f} If the proposal is made for & Mon-Consent Well that kas been previousfy Completed as & well eapable of producing

- ia payibg eumlities, but Is no Tenger capable of producing in paying quantities, sech Mon-Couvsenting Party shall pay for
‘reimbutse Censenﬁng'hﬂia for, as the case may be) its propecsiomate share of all costs of drlling, Compicting, and

equipping said well from ihe serfaes to the Initial Objective, calculated iz the mammer provided in paragraph (a) above. less
those costs recouped by the Consenting Parties from the sele of production from the well. The Non-Conseating Parzy shall
also pay is proportionate share of alf costs of te-emtering said well. The Non-Consciting Paties* proportionaie pant (bascd

o the percentage of such well Non-Conseniing. Party would have owned had # previously participated in such MNon-Consent

Well} of the costs of sabvabl tals and equip ining iz the hole and salvable surface equipment used in

commection with such-well sheil be determined in accordance with Exhibit "C." I the Comseating Pariies have. recouped the
cost of Grilling, Compleiing, and oquipping the. well at the time such Deepening operation is ducted, ther a Non-

" Conmsenting 'Baﬁy may pi ECi] in the D ing of the wgll with no payment for cosis mcurred prior to e-eatering the

weil for Deepening

The foregoing shall not imply a ngm of any C ing Party to propose any Deepening for a Non-Consent Well peios
to the driling of such well 1o its Initial Objective without the consent of the: other Consenting Parties as provided in Article
VILE.

) 5. Sigoeragking; Any party baving the right to pasticipatr in a proposed Sidetracking operation that does not own aw
fterest in the affected wellbore ot the time of the aotice shal, upon electing 1o paticipate, tender o the welthore owmers its
proportionate. share foqual W iis imierest in the Sidetracking operation) of the value of that portfon of the existing wellbore
o be viikized as fotlows:

{a) If the proposal is for Sidetracking am existing dry hole, reimb shail be on the basis of the actual costs

incurred in the initial drilting of the well dowa 1o the depth at which the Sidetracking operation is initiated.
) {B) If the proposat is for Sidetracking a2 wel which has previcusiy produced, reimbursement shafl be on the hasis of
such partys preportionsie share of driling and equipping .costs incurred in the initial drilling of she well down to the depth

at which the Sidetracking iog. is ducted, calcolated in the manner described in Article VIBA{b) above. Such party's
pw.upomnate shore of 1he cost of the well's salveble marerials and equipment down to the depth st which the Sidetracking
D is initinted shatf be & tned in dance with the provisions of Exhibit "C."

6. Onler of Preforence of Opcrations, Excopi as othcrwize specifteaily provided in this agrooment, if any pariy dosivos to
prepose the conduct of an operation that conflicts with a proposal that has been made by a party wnder this Ardcle Vi, such
pazty shall have fifteen ¢15) days friom delivery of the initial proposal, im the case of a proposal to drill a2 well or w perform
an operation on a weil where no drifling rig iv- on location, or twenty-four (24) hours, exclusive of Saturday, Sunday snd Tegal
botidays, from delivery of the initiel proposal, if a drifling rig is on location For the well on which such operation is to be
conducted, o deliver to all parties emtitled to participate in the proposed operation such parly's alternative propesal, such
alternate proposal to contain the same iforwmation required o be iscluded in the imitial propesal. Each party receiving such
proposals shail elect By delivery of notice to Opemtor within five {5) days after expimtion of the proposat periad, or within
twenty-four (24} hours {exchusive of Sawrday, Sunday and legal holidays) if a2 drilling rig is on focation for the well that is the
subject of the proposals, to pamicipate in one of the competing proposals. Any parly not electing within the fime required
shall be deemad aot 10 have veted.  The proposal receiving the vote of panies swning the larpesr agpregaic percentage
interest of the parties voting shall have priority over all other competing proposals; in the case of a tie vate, the

-8-
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initial proposal shall prevail. Operator shail deliver natice of such result to all parties entitled to participate in the operation
within five {5} days after .expiration of the election period (vr within twensy-four (14) houars, exclasive of Samrday, Sunday
and legal Bolidays, if o driting g is on lecaton). Each party shall then have two (2) days (or twenky-four (24} hours if z rig
is . on location) from receipt of such notice to elect by delivery of notice to Opemior to panicipate in such operation or to
relinquisk futerest in the affected well pursuant to the provisiows of Article VIB.2,; failure by a party to deliver notice within
such period shall be decmed 2n clection tot to pasticipate in the provailiag proposal.

7. Conformity to_Spaci 'n.g Patern. Notwitk ding the pravisions of this Anticle VIB.2, it is agreed that no welis shail be
proposed to be drilled to or Completed in or produced from a Zone from which a well located eisewhere on the Contract
Area is producing, imless such well conforms ko the !hen-exutmg well spacing pattem for suck Zone.

8 Paying Wells. No party shall conduct any Reworking, Decpening, Plugging Back, Camplotion, Rccamplctum. ar
Sidewacking operation wwfer this sgreement with respect to amy well then capable of producing in paying quantities except
with te consent of all parties that bave not relirquished interests in the well at the time of such operation.
€. Completion of Wells; Reworking snd Plugging Back:

I Comptotion: Withont the consemt of #if partics, ne wolt shall be drilicd, Decpened @ Sidotracked, cxeept any wett
driled, Deepened o Sidemacked pursuant to the provisions of Anmicle VLB2. of this agreement. Consent to the drilling,
Peepening or Sidetracking shall mefude:

B QOpiion No. b All nccossary cxpendimres for ihe dﬁliing, Decpening of Sidetracking, testing  Completing - and
equipping of the well, including nwemry'v tankage and/or surface facilities.

O ©pien Wo. 20 AR necessmry oxpendimrcs for the difllieg, Deeponing of Sidemacking and testing of (e weoll.. When
such well has renched s swhérized depth, and all logs, cores and oiber Huls have been comploted, 304 the results
thereof furnished te the perties, Operator shall pgive immediate notice to the Non-Opemtors having the right to

ip in a Completion atiempt whetber or met Operator wcommends atempiing to Complete the well,
mgct!m' with Opemator’s AFE for Completion costs if not previously provided The parties receiving such notice
shall Iave forty-cight (48} hours {exclusive of Sanurday, Sunday and legat holidays) in which to cleet by delivery of
notice to Operator to participate in @ recommended Completion atmpt or 10 make a Completion proposal with an
awccompanying AFE. Opemator stall deliver any such Completion proposal, or any Completion proposal copflicting
with Operator’s proposzl, W the other parties entitled to participate in such Completion i aecordance with the

‘ecedures specificd En Article VEHG Election fe participaie in 2 Completi pr shalt inclnde comsent b afl

¥ copendi fas the Completing and cquipping of such weB, mchuding ity tank andfor sutface
fpcilities but excluding any stimulation operation not coutained on the Completion AFE  Faflure of any party

rootiving such metice fo Toply within the period above fixed shall constitmic an clection by that parly nof o

participate in the cost of the Completion ahempt; provided; that Articie VLB.6. shall control in the case of

conflicting Compietion proposals. If one or more, but less than 211 of the parties, elect 10 atempt a Completion, the
provision of Article VIB2 bereof {the phrase "Reworking, Sidetracking, Deepeming, Recompleting or Plugging

Back® 3s contained i Atticle VEB.2 sheH be deemed to include “Completing”} shall apply io the operations

thereafier conducted by less thee el pumtids; mowided, howewer, tha: Article VLB:X. shall apply separately to each

;. Ceompletion or K Tedon atiompt undertaken b der, and an clection to b a NowC

Party as o ope Completion or R pleti shall not preven: 3 pavty from becoming a Cunsetmng Barty
in  subseq Completion or R pleti P dt hether the C i Parties as to earlier
 Completions or Recomplction have ped their costs purswant to Article VIB:2; provided further, that any

Tecoupment ‘of costs by a Cﬁnsenn'ng Party shail be made solely from the production aitributable @ e Zone in
which the Completion attempt is made. Election by a previous Non-Congenting party to pamicipate in a subsequent
Completion o R letion attempt shell roquitc such paty o pay RS proportonars share of the cost of salvable

inls and equi imstniled o the wedt p e the previ Completion ar Recompletion  attempt,
insofar and onky insofar as sach materials and cquipment bBenefit the Zeme in which such party partcipates ib a
Complesion attempt.

2 Rework. Recomplete or Piug Back; No well shall be Roworked. Recompleted or Plogged Back cxecpt a woll Reworked,
Recompleted, or Plugged Back pursuam to the provisions of Article VIB.2. of this agreement. Consent to the Rewarking,

A

Recompleting or Plugging DBack of & well shail include alf necessary expenditures in such aperati and

Compieting and  equipping of  smid well, including  necessary tarkage  andfor  surface  facilities.

B. Gther Operations: ) : '
Operator shatk not nadoriake ary siaglc projoct rearonably cstinnated to rogaire au expeaditere by cxecss of

EXFTEEN THOUSAND Doltars {3_15,660 - ¥ except in ion with the

drilling, Sidetrecking, Roworking, Decpopdng, Completing, Recompleting ar Plugging Back of a wel that has been previowsly
authorized by or pursuant to- this provided, h , that, in case of explesion, fire, flood or other sodden

emergency, whether of the same or different natwre, Operator may take such steps and incur such expenses as in its opinipn
are requized 1o deal with the emergency ta sefeguard life and property bul Operator, as promptly as possible, shall report the
emergency to the other parties. If Opemstor prepares an AFE for its own usc, Operator shall furnish any Non-Operator so
yefuesting an isformation copy thereof for any single project costing inexcessof _ FIFTEENTHOUSANER =~~~ Dollas
€$__15600 ¥ Any party wieo has not relinguished 1ts interest s ax well shafl have the right to propose that
Operator perform repair work or undertske the mstallation of artificial Tift equip or ancillary productien facilties such as
salt water disposal wells o to conduct additional work with respect to & woll drified deveunder or other similar project (but
not inchiding the iesmallation of gathering lines dr other tremsportation or marketing facilities, the installation of which shall
be go\rerned by sep ot b the p biy i d to reguire an expenditure in excess of the
amouni frst set forth above in this Article V1D, (except in ¢omoection with an opecation vequired 1o be proposed under
Aricles VLB.1. or VLC.1. Option No. 2, which shall be govemed exclusively be those Aricles). Operator shall deliver such
propesat o all -parties entitled to participate thercin. I within thitty (30} days thereof Operator secures the written consent -
af any pasty ar partics owning at least % of the interests of the partics eniitled to particip i such il
each perty having the right te participate in such project shall be bound by the terms of such propesal and shall be obligated
to pay #Hs proportionate share of the costs of the proposed project as if it had consented to such profect pursuant o the termas
of the proposal.
E. Absndonmentof Wells:

1. Absndonmeni of Dry Holes: Except far any wall drilled or Docpened pursuant o Adicle VIB.2, any welt which has
been drilled or Deepened under the terms of this agreement and is proposed to be completed as 8 dry hole shall nat be

-9
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plugged and abandoned without the consent of all paties. Should Operalor, after diligems effort, be wnable to contaei amy
party, or shoukl any party Fail o reply within fory-eight (48) hours (exclusive of Satwday, Sunday and tegal holidays) after
delivery of notive of ‘the propesal to plug and sbandon such weli, such party shall be deemed tw have consented to. the
propesed abmndommeni. AN soch wells shalt be plupged and abandoned in acoordance with applicable regufations and at ihe
cost, Tisk and expemse of the parties who participated in the cost of driliing or Deepening such well. Aay pany who objects to

- plugging and abandoning such welt by metice delivered to Opemator within fony-eight (48) hows (exclusive of Saturday,

Sunday and iegal holidays) after delivery of notice of the proposed p%ugging shalf wke over the well as of the end of such
Forty-cight (48) hewr motice period and conduct Further operations in search of Oif andior Gas subject to ‘the provisions of
Avticle VLB, failure of snch pasty i pravide proof reasomably ‘satisfactory i Opersior of ns financiat capability to conduct
such operatioms or o take over the well within such period or thereafier to conduct operations oa such well or plug and
abandén sach well shalt entitle Operator fo retsin o ke possession of the well and plug and abandon the well.  The party
teking over the well shalf indemmify Operator {if Operator is an sbendoming partyy and the other abandoning pasties against
Yability B any Barther operations conducted onm such well except for the costs of plugging and sbandoning the well and
restoring the surface, for which the abandoaing parties shall remain proportionsicly lisble.

2. Abpndonmerit of Weils That Havc Producod: Excopt for amy well in which a Nom-Comsent operation bas been
cunductcd. hereunder For whick the Censenting Partics have not been fully reimbursed as hercin provided, any wefl which has
been completed as & producer shall not be plugged and abmdun:d without the consent of all pertes. If all parties conseat to
such abandeninent,. she well.shall. be plugged and abandoned 'in aecordmnce with applicable regulations and ar the cost,- risk
and expense ‘of alt the parties hereto. Faiture of 2 party to reply within sixty (60} days of delivery of netice of ‘proposed
fram shalt be & d an election to conseut te the proposal. K, within sixty (50 days after delivery of motice of the
proposed abandormient of any wel, ail parties do not agm'm the abandonment of such well, those wishing te centinue iis

aperation Tram the Fone then open 0 production shall be obligated to wke over ibe well as of the expiration of the ]

applicablc notice period and sl indemnify Operator (if Operastor is an sbandoming party) and the. other abandoning parties
against Mabifity for any Turther operations om ihe well conducted by sueh parties. Failure of such party or parties fo provide
proof -msonahtf satisfactory to Operator of their financial capability to conduct such operations or io take over the well
within the. required peried or thereafier to comduci operations om such well shall entitle operator to remin or take possessinn
of such wetl and piugand abandon the well.

Parties taking ever a well as provided horern shull tender to each of the other parties its proportionate share of the vahs of

the weelPs salvable material ané equipmens, determined in dance with the provisions of Exhibit "C," less the estimated cost,

of salvéging and the estimated cost of plugging and sbandening snd ing the surface; provided, however, that in the event
the estimaicd plagging amd abamdunmg and surface Testoration costs and the d cost of saivaging are higher than the

.value of the well's salvabk ial and equip each of the abandoning pertics shall tender to the pariies continuing

perations their proport shares of the estimated excess cost. Each abwadoning party shall assign to-the now-abandoning
parties;, without waranly; express or implied, a5 ‘to tide or as to quaatity, or fitness for use of the equipment and material, all
of its intemss in the weilbore of the well amd related equipment, together with s interest i the Léasehold insofer sad omly

insefor as such Leisehold covers the right th obwmin production from thai wellbore in the Zome then open to production. iF the

* interest ‘ef the zbandoming party is or inchudes and Oit and Gas Interest, suck party shall execuie and deliver to the non-

abendoning party or parties an ofl and ges ase, lmited to the wellbore aod the Zooc them opem 10 production, for & irm of
ome (1} year and so leng thereafter as Oil and/or Gas s produced from the Zome covered thereby, such lease to be on the form
attached as Exhibit "B." The assignments or leases se limited shall encompass the Drilling Enit upon which the well is locaed.

The paymenis by, and the assigngems or leases o, the assignees shall be in a ratic based upon the rejationship of their

respective percesitage of participation {n the Contrzet Area o the lggregalc'of ihe percentages of participstion in the Contract
Area of aft assignees. Thete shall be 20 sead] of inthe ining portions of the Contract Area.

. Theresfter, abandoning partits shei have o fusther responsibility, Hability, or inttrest in the eperatior of e preduction
_&Bmihewet!inthezmeth:nnpenn:he;thmth:m}alﬁesmlaincéiﬁmyiemmademderthetﬂmsn?tbisﬂ:ﬁch Upen
requesi, Ogerator shah continue fo operate the assigned well for the 1 of the bandoning parties al the reies and
charges platcd by this agn plis any additionai cost sud charges which may arise as the result of the separate
ownership of the assigned well. Upon proposed abandonment of the producing Zome sssigned or leased, the assigaor or Jessor
shall theéw have the option to repurchsse its prior interest m the wel] (using the same valuation formula} and participate
further operations therein subject to the provisions hereof.

3. Absndomment of MonConscnt Opepstions: The provisigns of Articlc VEE ). or VEE2. abovwe shall ke aymplicable as
between Comsenmting Pamies in the event of the proposed abandommest of any well excoptod from said Articles; provided,
Bowever, ne well shall be permanently plugged and abandoned unless and untif all pasties having the right te ‘conduct facther
operatiuns therein kave heen nofifted of the proposed zbandonment and afforded the opportumity to elect te teke over the well
in accordance with the. provisions of his Anicle YLE; and provided further, that Nom-Consenting Partics who own an imterest
in a portion of the well shall pay their proportionate sharss of abandonment and surface restortion cost for such well as
provided in Article VI.B2.hY. .
¥, Fermiuation of Operations:

Upon the af an operation for the drilling, Reworking, Sidetracking, Plugging Back, Deepening, lesting,
Compledion or plugging of 2 welf, including but not kmited to the Initial Well, such opemation shall not be terminmated without
consent of parties bearing _66.67___ % of the costs of swch operation; provided, however, that in the event ganite or other

" practicaily imp ok by of dision in the bole is encountersd which romders furthér eperations fmpraciical,

Operator may discontinve operatious and give notice of such cordition im the memner provided in Article VIB.1, and the
provisions of Articte VI.B. or ¥1LE. shalt thereafter apply eo such operation, as appropriate. -
G, Taking Praduction in Kind:
B Optien No.1: Gas Balancing Agreement Attached
Eack party shall mke in kind or separately dispose of its proportionate share of all Of and Gas produced from the
Contract Ares, éxclusive of preduction whick may be uwsed in development and producing operations avd i prepsring and
treasing Oil aad Gas for keting purp and production ymavoidably lost. Any extra expenditme mcwrred in the taking
in kind or separate disposition by any pany of its propomionate share of the praduction shall be bome by such party. Any
party taking its share of production in kiad shall be required to pay for oaly its proportionate share of such par of
Operator's surface facilities which it uses.
Each party skall execute such division orders and contracts as may be necessary for the sale of is imerest in
ptoduc:'ion fvom the Contract Area, and, except as previded in Aricie VILB., shalt be ewtitled 1o reseive payment

-




A A PL FORM 610 - MODEL FORM OPERATING AGREEMENT - 1989

1 divectly from the purchaser thereof for its share of all productioz.

2 If any party fuils to ‘make the arangements mccessary ta lake in kind or separately dispose of its proportiomate

3 shme of the Oil produced from the Contract Area, Operator shafl have the right, subject to the revoration at will by

4 the party owning it, but net the obfigation, To purchase suchk OFl or sell it to others at any time and from time i

5 ‘time, for the mccosnt of the nom-tking party. Any such purchase er sale by Operator may be termimated by

-3 ‘Operator upon at kast wen (1) doys -wrtten motice to the owner of said production and shall be subject always te

7 the right of the owmer of the production upom at leass ten (EG) days written notice w Operalor 10 exercise at any :
1 time. its. right io ke in kind, or separately dispose of, its shere of all O# noi previously: delivezed to a parchaser. ;
9 Any purchase or sal¢ by Operator of 'any other party's skare of Gil shall be only for such ressonzhle periods of time

16 a5 are i with the mini needs of the industry under the particular circumstances, but iz no event for 3

1 period in excess of one {1} year. ’

74 Any sach sale by Opermtor shall be I a maoner commercialiy reasonable under the cirenmstances but Qperater

1 X3 shat! have no dety to share amy exising market of o obtsin a price equal to thal received under any cxisling

1 market, The sat¢ or delivery by Operator of & non-taking party's share of Oit under the terms of auy ¢xisting

B contct of Operator shall not give the nom-aking parly any interest in of make the non-taking party a party to said

% contract. Mo purchase shall be made by Operator withow first giving the mon-taking party at least wa (10} days

17 writen nokice of such intended purchase and the price to be paid or the pricing basis to be used. )

Al parties shall give #Hmely writien notice to Opemster of “their Gas markeling amangements for the foflowing
month, ¢xchuding price, and shall notify Operstor imwedinttly m the evest of 2 change i sach arrangements
Operator shall waintain records of off marketing and of wob Ity sold or transported, which
1ecords shali be made available te Noe-Operatars apon Ble recguest,

o the event eme or more partics separate disposition of its share of the Gas causes split-stréam deliveries o separate
pipelines andior deliveries which on a day-to-day basis For auy reason are not exactly equal 6 2 party's respective proportion-
ueaham&fml@asmle.stnbeaﬂmmdloiixlh“ ing or ing the parties shall he in accordance with
any Gas belancing agr B the parties hereto, whether sucl an agré is hed as Exhibit "E" or is a

7 agr Operator shall give notice to ail parties of the fist sales of Gas frowe any well ander this agreement,

£} Optiop Ne. 7: No Gas Balancing Agroement: )

‘Ench party shaB ke in kind or separately disposc of i proportionate share of afl Oif and Ges produced from
the Comtract Area, exclusive of praduciion which may be used in develop and producing eperats and in.
preparing and treating Oif and Gas for marketing purposes and production unavoidebly lost.  Any extra expenditures
incurred in the wking ia kind of separate disposition by any party of ils propettionse share of the production shail
be borne by such pa.l‘ty.. Any party isking its share of prodection in kind shall be tequired to pay for omly its
proportionate share of such part of Operator's surface facilitics which ituses.

Egch party shall execute such division orders amd comtracts ay may be necessary for the sale of its interest in
produstion from the Comfract Avea, amd, except as provided in Asticle VILB., shalf be entitted to receive payment
directly from the purchaser thereef for s share of alf production.

I amy pariy fails to make the srmngements mecessary to take in kind or ely dispose of ils props
share of the .Oif andfor Gias produced From the Comimct Arcs, Operator shall bave the right, subject to the

BY YR YRR EREY SR

3% revocation at will by the party owning it, but not the obligation, to purcliase such Oif and/or Gas or sell it to others
44 at sy tme and Bom time to time, for the account of the non-nkimg parly. Any such purchase ov sale hy Openator
4t may be termimaled By Operator wpon at Beast ten (107 days written notice 10 the owder of said production and shail
42 be subject. always to the right of the owner of the production upom at least ten (10) days written notice to Operator
43 to exércise its Tight to take i kind, or separmicly dispasc of, in share of all Off aad/or Gas not previcusly defivered
44 to a purchaser; provided, however, that the effective date of amy swch revocation may be deferved at Operatort
45 clection For a period not to exceed nimety €99} deys i Operator bas stied such production to a purch
46 centract baving 4 term extending beyond such ten (10) -day period. Any purchase or sale by Operator of any other

47 party's share of O asdfor Gas shall be only for such reasonable periods of time as are consistent with the
4 minimmme needs: of ike industre wnder the particuisr ciroumstances, but in no event for a period in excess of one (%)
- . vear .

50 Any such sale hy Operstor shall be in a mammer commercially ressenable under the circumstances, but Operater

shall bave po duty o share oy existng market of trapsporiation arangement or to oblzin a price ar FaRsporiation
fer egusl to hat reccived wnder any existing - market or immsportation arrangement. The sale or delivery by
Operator of 2z nea-taking party’s shase of paduction ender the terms of any existing eonwact of Operater shall mot
give the non-taking party any interest in or make the noniaking pary a pany to said comiract. Neo purchase of Oil
and Gas and 10 sale of Gas shafl be made by Operator without first giving the non-taking party ten days writien
notice of such intended pirchase or sale and the price to be pdid or the pricing basis to be used. Operator shall give
notice 10 all pasties of the first sale of Gas from any well under this Agreement.

A parties shall give timely writien notice 1o Operator of their Gas marketing amangements for the following
meuth,' excluging price, and shall notify Operator immediately in the event of a change i such arrangements.
Operstor shell mainmin records of alt et 3, amd of vob Iy sold or ported, which
vecords shalt be arede available to Non-Op upon bie request.

ARTECLE VL
EXPENDITURES AND LIABILITY OF PARTIES

A. Lishility of Parties:

The Hability of the panies shalf be scveral, not joiot or collective. Each party shali be responsible only for its obligations,
and shall be linble only for it propoulionize share of the cosis of developing and operating the Contract Area.  Accordingly, the
lens granted among the patties i Aricle VILB. ars given to secure only the debts of each sevenlly, and no pmty shall have
any Hability to third parties hereunder to satisfy the default of any other party m the payment of any expense or obligatien
hereander. B ois aot the intention of the pemies te create, mor shall this agresment be censtrued as creating, a mining or other
parmership, joint vemture, agemcy relationship or associatien, or to render the yparties liable as parimers, co-venturers, or
principals. Iz their relasions with cach other weder this agreemeni, the parties shall aot be considered fduciaries of to have
esiablished 2 confidential relationship bur cather shall be free to act om an arm's-iength basis in accordance with their owa
respertive seif-interest, subject, Bowever, to the obiigation of the patties to act in goed faith in their dealings with each other
74 - -with respect to activities hereunder.
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B. Liens and Secarity Inderesis:

fach party grants i the other panie.s hereto a licw upon any interest it now awns or heresfter acquires in Oil and Gas
Leases and Oif and Gas [eterests i the Contract Ares, and 2 security imierest sud/or purchase meney securfy imterest in aay
imterest it mow owns of hereafi guires in the p } property and fixtuwes on or usSed or abtaimed for use im vonmection

" therewith, to secure perfamani:e of afl of its obligations under this agreement including b not limited to payment of expense,

intersst” and fees, the proper disbursememt of ail monies paid der, the assignment or relinquish of interest it
and (us Lesses a5 required hereundev, and the proper performance of operations hereunder. Such lien and security imterest

. granted by each party hereto shall fuchide such party's leasehold imterests, veorking imeress, opersting rights, und royalty and

overriding royalty infexests in the Contract Area now owned or heresfier acquired and in lands pooled or unitized therewkih or
otherwise becoming subject to this agreemeny, the Gil and Gas when exiracied thereffom and equipment situated thereom or
wied of iaiaed for uwse m fon therewih {including, without limtati ali wells, tools, and tubular goods), sad accoumsts
(imcluding, withoui limitaion, accounts arising from ges imbalances er fiom the sale of Oif and/ar Gas at the wellhead),
contmact rights, inventory &nd geueral tangibles relating thereto or arising therefrom, and all proceeds and products of the

foregoing. .

To perfect the lien and security agresment provided herein, each party hereto shall excowic and acknowiedge the recording
supplement and/or any financing statcmemt prepared and submitted by any party hercto in conjumction herewith or ab any time
following exccution. heredf, and Opemator is awhorized o fite this ag 1 or the ding supph d herewili as
a Jieo or mortgage in the applicable real estate records and as a financing matement with the proper officer under the Uniform
Commervial Code in the stzie im which the Contract Area is sitwaled and such other stales as Operator shall deem approprinte
e perfott the secwrity fterest granted kereamder.  Amy party may file this agr the g orpl 1 euecuted
herewith, or such other docements as i dt:ems neeassary as a lem or mozgage in the appiicable real esiate records and/or a
fimanciag Statemen with the proper officer undes the Uniform Commercial Code.

Each party represents and warrants fo the other partics kiemtto that the lien 2nd security inferest pranted by such party to
the other parties shall be a fixst and prior len, and each party herchy agrees to maietain the priovity of said lien and security
interest agaipst all persoms scquiring am intersst in Ot and Gas Leases aad H d by this ag t by, through or
wnder such party. Al pnnie;& acquirmg an mterest in Oil and Gas Leases and Oit and Gas Interests covered by this agreement,
whether by i merger, gage, opemtion of law, Or otherwise, shali be deemed 1o have 1takem subject
to the kien and security imerest gramted by ths Anicle VEB. as to alf obligations stwibutable 1o sech intorest heroumder
whether or zoi such obligations anse before or abler such interest is soquited. |

To the extent that panics have B security interest under the Uniform Commercigl Code of the swie in which the
Contract Area is situated, they shall be emtitled 1o exercise the rights and temedies of a secured party onder the Code.
The bringing. of a suit apd the obuining of judgment by a purty for the. secured indebtedness shatl not be deemed an
election of ‘remedies or otherwise affect the Hen rights or security muerest as security for the payment ihereof Im
additios, upoi: default by any pary in the payment of its sharc of cxpemses, joteresis or fees, or wpon the improper use
of funds by the Operator, the other parties shall have the right, withouf pigjudice to other rights or remedies, to colless
Fom the parchaser the provceds from the sale of ssch defzulting party’s share of Qit and Gas vwiil the amouwnt owed by
sugh party, plus interest as provided in "Bxhibit C," has been received, wod shall have the right to offset the ameunt
owed against the proceeds from the sale of such defauiting party's shawe of Qil and Gas. Al purchasers of produciion
may rely on a sotfication of default from the non-defaulting paviy or parties stating the amount due a3 a result of the
default, and all parties waive amy rocourse available zgainst purchasers for releasing production procesds as provided
this paragraph. .

If any party fails to pay its sharc of cost within one hundred twenty §120) days after rendition of # smtement therefor by
Operator, the mon-defauliing parties, incuding Opermtor, shall upon regquest by Operator, pay the umpaid amomnt in the
progroetion that the interess of each such party bears to the intorest of alf such pertics. The amount paid by cach pasty so
paying its share of the unpaid amoust shafl be secwed by the Hens and seourity rights described in Article VELB., and sach
paying party moy itdependently pursue any refnedy avaitable herewader or atherwise. )

If any parly does aot perform all of its obligations bercunder,. and the failere @ perform subjects such party to foreclosuse
or exetution procecdings. pursnant o the provisions of this agreement, to the exteml zllowed by governing law, the defaulting
pary waives any avaiable right of redemption from and after the date of judgment, any required veluation or ppraisement

" of the morigaged or secured property prior 1o sale, amy available right to stay execution or i0 require a mamshaling of assets

and apy required bond 0 the evem o reociver is appointed. In addition, to the extent permined by applicable law, sach party
herely graps o Be other parties s power of sale as te any property that is sebject to the Iiem and seeurity rights grsmied
hereunder, such power te be exercised m the mganer provided by applicable law or otherwise in a commercially ressomable
manner and upon ressonable potice.

Each party aprees that the other parties shall be entitled to wiilize the provisions of Oil and Gas Hen law or other lien
law of any slaic in which the Contract Area is sitoated 1o caforce ihe obligations of ecach party hercunder. Without limiting
the generality of the t‘oregding, 1o the extent permitied by applicable law, Non-Op agiee that Operater may mvoke or
utifize the mechanics' o: materisimen's Mem law of the state in which the Conmact Asea is sitvated in order to secure the
payment o Operator of any sum  due herewnder for services performed or materials supplied by Operator
<, &dvancess

Operator, at ots eleciion, shalt have the vight fiem time 0 sime to demand and receive from one or more of the other
partics payment im advaoce of their respective shares of the estimated amount of the expense to be incurred in operations
hereonder during the mext succeeding month, which right may be ¢xercised only by submission to cach such party of am
Bewized statement of such estimated expense, together with am Invoice for v share thersof Each such statement and invoice
for the payment in advamce of esti i exp shall be submiried on or before the 20th day of the next preceding momih.
Each party shall pay to Operator its proportiongie share of such estimate within fiftesn {15) days afier such estimate and
invoice i weeeived. IF any perty fails to pay its share of said estimate within said time, the amount due shall bear imterest as
provided in Exhibit "C* umiil paid. Proper sdjustmgnt shalt be made monthty between advances and actusl expense t¢ the end
that each party shail bear and pay its proportionate share of actual cxpenses incurred, and no more.

B, Defaults and Remedics:

If any party fails to disch any F ! obfigaiion under this agreement, including without lmitation the fajlure to
make sny advance under the preceding Article WILC. or omy other provision of this agreement, within the period vequired for
such payment hercunder, them in addition fo the remedies provided in Amicle VILB. or elsewhere jn is agreement, the

remedies. specified below shail be applicable. For purposes of this Article VILD., all notices and elections shall be delivered
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only by Operato, eacept that Operstor shall deliver any such notice and efecti g d by a non-defaulting N'un-Operator,
and when dperator is the party in default, the applicable notices and vclections can be delivered by any Non-Operator,
Election of any one or mere of the following. remedies shali mot preclude the subsequent use of auny other remedy specified
betow or otherwise available to 2 non-defaulting party.

I. Suspemsios of Rjghts: Anmy party may deliver to the party in dofauh 2 Notieo of Defauit, which shall specify the defautt,
specify the action to be taken to cure the default, and specily that faifure to take such action will result in the exercise of one
or more. of the remedies provided in this Articie. [If the default is mot cered withia thity (30} days of the delivery of such
Notice of Default, sl of the righis of the defaultng party granted by this agreement may upon notice be suspended umiil the
defonlt is cured, without prejudice to ithe tight of the noa-defpuiting pitrty or parites ta comtinne to enforce the obligations of
the defauling parly previously accrued or thereafter ing under this agr if Op o i3 the party in default, the
Non-Operators shall bave in addition the right, by vote of Non-Operators owning a majority in interest & the Contract Avea
after exciuding the votiag imerest of Op . 1@ sppoint a2 new Op effective immediately. The righis of a defapiting
party that may he suspended hercomder at the eleciion of the Jefauliing parties shall include, without limilation, the right
to receive information as to ‘mny operation condncted hereunder during the period of such defauli, the right o elect o
particip in ap ope proposed under Anicic. VL.B. of this sgreememt, the right to participate in an operation beiug.
conducted under this agreement even if the panty has previously clected te participste in such operation, énd the rigi 1o
teceive proceeds of production from any well subject to this agreement.

2 Suit for Damages: Non-defawlting partios or Opcrster for the bencfit of non-defanlting partics may suc (ot joim
account expense} to coflect the amounts in defasil, plus inferest aceruing op the amownts recovered from the date of default
untit the date of .colicction ac the rate specificd in Bxlnbit "C" atiached hercio, Nothing Bercin shalf prevent any pasty Fom
suing any de fauiting party to collect ial damages ing to such party as & resuls of the defaule,

3. Deemcd Non-Conscpty The nondofmbing pany way defiver a written Notice of Nen-Consent Eloction o the
defaulting parly at eny Hme after the expiration of the shirty-day cure period Pllowing delivery of the Notice of DeRault, in
which event if the bifliag is for the drilling a new welf or the Plugging Back, Sidewracking, Reworking or Despening of a
well which is tv be or has béen plugged as 2 dry hole, or for the Completion or Recompletion of amy well. the defeulting
party will be conclusively deemed to have elected not to participale in the operation and to be a Non-Consenting Paty with
respect theretn wmder Aricle VLB, or V1C, a5 the case may be, to tbe oxient of the costs umpaid by such pariy,

ith ’wm);“' 0 paricip mude. i election is mmiz to proceed under this provision, them the
son-definlting partics may not efect to sue for the unpaid amount pursuant to Asticle ¥H.B.2.

Uniil the delivery of smch Nowes of Non-Consent Election 1o the defaeliing party, such party shelf heve the right % cure
its defaull by paying s wnpaid shove of costs plus imterest al the Tate set fomth in Exlibit "C," provided, howewes, such
shaft mot prejudice the righis of the non-defaulting parties to pursue remedies for damages incurred by the nom-

defaulting parties as a resolt of the default, Any interest relinguished pursvant to this Article VILD.3. shall be offered to the
non-defaulting partics i proportion to their intefests, and the mon-defaulting parties eclecting to participwic in the hi
of such interest shall be required i ibute thelr sh f the defanlied amount upon their election ta participate therein.

& Advance Povment: If & dofankt i not curcd withia hirty (30} days of the dolivory of a Motics of Defouft, Operstor, of
Non-Operstoys i Operator is  she defaniting party, may tercafier require  advance payment fom  the  defaulting
party of such defuiting perty's anticipated share of amy iiem of expense for which Operator, oc Nom-Operators, as the caswe May

be, would be entitfed to reimbursement under aay provision of this agreement, whether or not such expense was the subject of

the previons defautt. Such right includes, bwt s not Hmited to, the right to require advance payment for the estimated costs of

dritting 2 well or Completion of a weil as to which an eclection 10 participate in driffing or Completion has been wade. 1f the
defoulting party fails to pay the required advance pay 1, the non-defaulting parties may pursue any of the remedies provided
in the Asticle VILE. or any other default remeody prowided ¢hsewhere fn this agreement. Any excess of Amds advanced remaieing

when the operation is completed and ail costs bave been paid shafk be prompily i to the advancing party.
5 Coste_spd Agomcys' Foes: In the ovent any panty is roquined to brimg legal proccedings to cafere any financial

obligation -of ‘a party hereunder, thie prevailing party in such sction shali be entiled to recover all court cosis, costs of
collection, and a reasonable attorney's e, which the henpm\ndcd for herein shall also secure. -
E Rentals; Shut-in Well Payments and Minimum Royalties:

Rentals, shut-m well payments and minimum royalties which may be required uader the ievms of any Tease shall be paid
by the party or parties who subjecied such lease to this agreement at its or their expemse. In the event fwo or more parties
own and have cemtribuicd mderests In the same lease to this agreement, such parties moy desigosic ome of such paries to
make said payments for snd on behalf of all such parties. Amy party may request, and shalf be entitled o receive, proper
evidence of 31l such payments. [n the evemt of failure to make proper paymemt of amy rental, skukin well peyment or

royalty through mistake or ight where such p is requived 1o i
results from such non-payment shafl be bowme in d with the provisions of Article VB 2. .

Operator shall notify Non-Opemtors of the anticipated completion of & shut-im well, or the shuiting in or retum to
producsion of 2 producing well, at Ieast five (5) days {excluding Saterday, Sunday, and legal holidays) prior to taking such
action, or a5 ihe earliest opportunity permitted by circumstances, but assumes mo liability for failure to do so. 1In the event of
faifure by Operator to se notify Nen-Operators, the Yess of any lease conmibuted bereto by Nown-Opemtors for faiiure (o make
timrely paymenis of asy shut-in well payment shall be borme jointly by the partes herete under the provisiens of Article
B3
F. Faxes:

Beginning with the first catendar year afler the effective datc hereof, Opemior shall remder for ad valorem taxation ail
property subject to this agreement which by law should be rendered For such taxes, and it shalt pay all such taxes assessed
thereon before they become delinqueni. Prier 0 the weadition daie, ¢ach Non-Operator shall farnish Operator mformation as
10 burdens (to include, but not be limited so, royalties, overriding royalties and production paymenis) on Leases and Oif and
Gas Interests contributed by such Non-Opemator. U the assessed valmtion of any Lease iy reduced by reasow of its being
subfect o ouistanding excess royalties, overriding royalties or production paymems, the reduction in ad valorem taxes
resulting therefrom shell mure to the benefit of the ewner or owmers of such Lease, and Opemtor shall adinst the charge to

the lease in force, any loss which

such owner or owaers so as to reflect the benefii of such reduction. [f the ad valotem taxes ate besed in whole or in pant
upen separaic valuations of each party’s working imterest, then noiwithstanding anything 1o the contrary herein, charges 1o
the joint accouni shall be made and paid by the pariies hereio in accordance with the tax value gemeraird by each party's
working imerest.  Operatqr shall bill the oiher paries for their proporionste shares of all tx peyments in the manner
provided in Exhibit *C."

- 13-
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If Operaior iders any tax improper, Operalor may, at its discretion, protest within the time amd manner

prﬁcnhed by law, and prosecute the protest io 2 final determination, unless all parties agree to abandon the protest prior to final
Brariag the pend of adininisirative or judicial p dings, Operator may elect 1o pay, under protest, afl such taxes

angd any iaterest and penaliy. When any such protested assessment shail have been finaily determined, Operator shait pay the tax for
the joint ascuuﬁt. togsther with any mierest and penalty accrued, and the total cost s}la'li then be assessed against the parties, and be
paid by them, as provided ts Exubit "C."

Each party shalt pay or cause to be paid afl produciion, severance, excise, gmhenng and other taxes iwpesed npen or with respeat
10 the production or hami]mg af such party's share of Ol and Gas produced under the terms of this agreement.

ARTICLE VIL.

. ACQ!}]S!TION, MAINTENANCE OR TRANSFER OF INTEREST

A. Surrcnder of Leases:
The Leases covered by this agrecment, insofar a5 they embraee acreage m the Centract Area, shail not be swrendered iz whole
o e part ualess all parties consent thereto,
However, should any party desirs to surrender its interest in any Lease or in amy potiion therof, such party shall give writien
wotice of the proposed surrender to all pariies, and the parties o whom such notice is delivered shall have thirty (30) days after

- dekivery of the notice within which to nolify the pany proposing the ssrender whether they elect to consent thereto. Failure of a

pany ip whom such notice is delivered o reply within said 30-day period shall coastituie 2 consent to. the surtender of the Eeases
described in the motice. [T all partics do not agree of comsent thereto, the party desiring to surrender ‘shall assign, without express or
imphied wananty of title, ali of its imterest in such Leoase, o partion thereof, and any wekl, matetial and equipment which a)! be
tocated thereon and sny rights in production th d, te the partics not ing 1o such d H the fnterest of the

'nsslgmng party it or inchudes an Qil and Ga,s Foierest, the assigming party shall execute and deliver to the party oF parties pot

g to such der an nil and pas leass covering such Ol and Gas Wweresy for a-tarm of aus (1) year and so long
thersaBer as O and/or Gas is produced from the land covered thereby, such lease-to be on the form aftached hereto as Exhibit "B.7
Upon such assignment or lesse, the assigaing party shall be relieved from all obligations thereafter aceruing, but not theretofore
acorued, with respect to the inierest assigned ar lessed and. the operation of any well attrihutable thereto, and the assigning party
shail have na further interest io the assigned ot Teased premises and its equipment sad production other than the royalties. retained
in any iease made under the terms of this Articie. The pary assignee or lessee shall pay o the pary sssignor or lesser the
reasonsble salvage value of the leiter’s intcrest i amy welPs spivable materials samd i ihutsble to the assigned or feasad
acreage. The vatue of alt salvabie inls and equi it shall be determined in red with {he provisions of Exhibit *C," less
ihe- estimated cost of snlvagjx.tg and the estimated cost of plugging and abandoning and restoring the surface. I such value is less
than such costs, hen the pary assighor or lessor shall pay 1o the parly assignee or lessce the amownt of such deficit. I the

assignmsént or lewse is in Favor- of more than ens party, the Dtersst shall be shered by such parties in the preponions that the
interest of each bears to ihe total interest of all such parties. If the interest of the parties to whom the essigument is to be made
varies according 1o depth, then the interest assigned shall similarly reflect such variances.

Any =ssignment, lcase er surrenidve mde wder this provision shall not reduce or change the assignor's, lessors or surrendering
party's interest as # was it dinely Yefore the assig lease or surrender i the balance of the Centract Area; and the acreage
4 Iusﬂi oF dered, and subseg preraty therecn, shall not thereafler be subject o the terms and previsiens of this

bis shall be desmed subject to an Operating Agrecment 10 ke form of this agreement.

' B, R\mwalor Estension ¢f Leases:

‘M any party secures’a renewal ‘or replacement of an Qil and Gas Lease or Interest sub_]cct to this agreement, ther 2il other parties
shall be notified promptly upon such acquisition or, in the cess of a replacement Lease taken before expiration of an existing Lease,

prompily upon iration of the existing Lease. _The panies nosified shall have the right for a periad of diny (30) days following
delivery of such notice in which lo elect to panicipate in the keipr of the I or repk Lease, insofar ss such Lease

affects lands within the Contract Ares, by paying o the parly who acquired # their proportiounte shares of the acgquisition cost
atlocated to that part of such Lease within the Contrect Area, which shall be in proporiion to the imterest held at that time hy the

pasties in the Cantract Area. Esch parly who participates in the purchase of a renewal or yoplacement Lensc shall be gives aa.

of itz proporii interest vherein by the 2cquiring party.

If somie, but less than ak, of the parties elect to pariicipatc in the porchase of a rencwel or replacement Lease, H shail be ovwned
by the parties who elect to participate therein, in a ‘ratio baved upon the relationship -of their respective percemtage of participation in
the Contract Area to the aggregate of the percentages of patticipation in the Coniract Ared of all parties participating in the
mrchase of such remewak or replacement Lease, The acquisition of a rencwat or replacement Lease by my or all of the pm.ics heretn
shall not cause s readp of ihe § of the parties stated in Exhibit A" but any rencwal or replacement Lease in which
ess than ali p.ames slect 1o participate shall oot be subject to this agreement but shalt be deemed subjact to a sepamte Opemting
Agreemen: in the form of this agreement, - )

If ¥ interests of the panies in ihe Contract Area vary according 1o depth, then their right 10 participate proportionately in
reagwal or replacement Leases and their right to receive an assignment of interest shall alsa reflectsuch depth varances.

The provisions of this Ariicle shall apply to renswal or replacement Leases whether they are for the entire intorest covered by
the expiring Lease or cover only a portion of its area or am interest therein. Any remewal or replacement Lease taken hefore the
expiration of its predecessor Lease, or tzken or comracted for or becoming effective within six (6} montbs after the expiration of the
exufsting Lease, shall be subfect 1o this provision so long as this WEt is i effect at the time of such acquisition o a1 the Hime
the remewsal or replacement Lease becomes effeciive; but any Loast twken oF couttacicd for mere than six (6} momths afier the

expirative of an ¢xisting Ecase shall not be deemed & renewal or replacement Lease and shall oot be subiect to the pmvisjms' of this
agreement.

The provisions in this Amde shal? alse be applicable o extenstors of Oil and Gas Leases.

C. Acreage or Cash Contributions:

While this agreement is in force, if 2ny party contracts. for & conwibution of cash towards the drilling of a well or any other
operation on the Comtract Ares, such coniribution shall be paid to the party whe conducted she dritling or other operation amd shall
be applied by it against the cost of such dsiiling er other operation. £ the contribution be in the form of acreags, the party to-whom
the contribution is made shall promptly tender an assignment of the acreage, without wamanty of title, to the Drilling Parties in the
proposticns said Britling Partics shared the cost of drilling the well, Such se shalf b & sep Contract Area and, 10 the
extent possible, be govemned by provisions idemtica to ithis agreement Each party shall promptly notify all other paries o any
i may obltaiz in support of any well or any other operation oa the Contract Area. The above

ge of cash

provisions shal! also be applicable to oplional rights to eam acreage outside the Contract Area which are in support of well drilled
inside Contract Area,

-~ 14
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. If any party for any ideration relating to disposition of such party's sharz of sub
such consideration shail notbe deemed a contribution as contempiated in this Anicle VITLC.
D. Assignmrent; Matutenance of Uniforns huterest:
For the purpose of maiatxining wmiformity of owoership B the Conmact Arez i the Ol and Gas Léases, Oil and Gas
veells, equip and preduction covered by this agreement no party shall sell. encumber, wansfer or mpke other
disposition of its-interest in the ©il and Gas Eeases and O and Gas Interests embraced within the Contract Area or in wells,
quip and production naless such disposition covers either: .
" L. the entire imerest of the party in all Oil and Gas Leases, O} and Gas Interests, wells, equipmenut dnd production; or

2 an equal undivided percent of the party's present imterest in all Oil and Gas Leases, O and Gas Interests, wells,
equipment sud production it the Contract Area.

Every sale, encumbrence, teansfer or other disposition made by any pariy shafl be made expressly subject to this agreement
and shalt be neade withow prajudice - the right of the oiber parties, and any trensforee of an Gwnership interest inany Oit and
Gas Lease or Enterest sholf be deemed a party to this agreement us o the intevest conveyed fom and afler the eoffective date of
the transfer of ownership; provided, however, that the other parties shall not be required 1q'rec'ogn1'ze any suwch sale,

produced h d

encumbrance, transfer or other disposition for any purpose hereunder until thirty (30) days after they have received a copy of the

ot fe Mo assiy or other

instrument of tramsfer ot other satisfactory evidence thersof in writisg fom the
disposition of imterest by a party shall relieve such party of obligations previously i d by such party hereunder with respect
o the imterest iransferred, including withowt Imitation the obligation of a party to pdy all cosis auributable o an operation
conducted hereunder i which such party bas agreed. to pavticipate prior to making such assipmaent, aod the lien and security
interest granted by Acticls VELE., shalt continue to burden the intcerost transfereed to secure payment of any such obligations.

1, at any dme the Taterest of any pary is divided amosg and owned by four or mare co-owners, Operator, at s discretion,
may :!eqn‘ire such co-owners to appoint a single trustee or agent with full authority 16 receive notices, approve expenditures,

receive billings for and approve and pay such pamy's share of the joint exp and to deai My with, and with power
pind, the co-owners of such pariy's interest within the scops of tlie operations embraced in this sgrcoment; however, all such co-
awners shall have ibe right te emter into and all ar agr for the disposition of their respective shares of
the Oil and Gsa prodeced from the Comiract Arca and they shall have the sight to receive, separately, payment of the sale
yroceeds thereof.

E. Waiver of Rights to Partition:

B permitted by the aws of the stale of staiey in which the properiy covered herchy it lovaled, cach pary berin owning o
nodivided interest in the Contract Arem waives any and all rights it may have 10 panition and have set pside to it in seversity its
undivided interest iherein.
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ARTICLE EX.
INTERNAL REVENUE CODE ELECTION
If, for fedeval income tax purposes, this agree: and the opemti b der are ded as a par hip, and if the

pariies bave not etherwise agreed o form- a tax parinership purswane 10 Exhibit "G" or other agresment between shem, cach
party therehy affected elects 10 be xcinded from the spplication of all of the provisions of Swbchapter *K, Chapter 1, Subtitle
*A"™ of the Internal Revenue Code of 1986, os amended (*Code"), as poimitied and suthorized by Section 761 of the Code and
the i P tpaed G o Ope is authorized amd directed to execute of hebal of cach garty herchy affected
such evidence of this election as may be required by the Secretary of the Treasury of the Enited Sistes or the Federal Indernat
Revenue Service, including specificaily, but oot by way of limitssion, afl of the returns, siatements, and the datn requived by
Treaswy Regulation §1.761. Should there be any requirement that each party herchy affected give farther evidence of this
election, each such party shall execure snch dacuments and furmish such other evidence as may be reguived by the Federal Internal
Revenuc Service or as may he necessary to evidence this election. WNo such pasty shall give any nolices or tuke any other aciien
ineonsistent with the ciection made herby. IF any present or futwre incomie tax laws of the state or states in which the Coeniract
Azea is located or sny future income tex laws of the United States conmin provisions similar o those in Subchapter "K.,” Chapter
3, Subtitte "A." of the Code, under which an efection similar o that provided by Section 761 of the Code is permined, each pasty
rerehy affected shall make suck election as may be permitted er veguired by such laws, Ie making the forepoig election, ench
such party ssates that the incoms derived by suwch parly from opesati b der can be adequately & ined without the
computation of partaership taxable iscome.

ARTICLE X.
CLAIMS AND LAWSUITS

Opergior may settle any singi¢ uninsured third party damage efain or suit arising from operations hereunder if the expenditure
dees not cxceed _ FIFTEEN THOUSAND Dollars (5 15,000 ¥ and if the payment is in complete settlement
of such claim or suit. if the amount required for settlement exceeds the above amount, the parties hereto shall assume and ke over
the firther handling of the claim or suit, urless such authority is delegaied to Operaior. Al costs and expenses of handiing seitling,
or othenwise discharging sueh claim of suit-shall be a e joint cxpunss of the pasties participating in the operation Bom which the
claim: or swit avises. IF 2 claim is made against any pariy or if any party is sued on account of any matier arising frem operatipns
hereumder over which such individual has wo control because of the rights given Operator by this agreemenmt, such pamy shail
immediately nofify all ofher parties, and the ciaim or suit shall be weated as auy other claim or suit involving operations hereunder.
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ARTICLE XI.
. FORCE MAJEURE
If any party is rendered umablé, wholly ot in part, by force majeme o camy om its obligations under this agreement, other
tn the obligation 1o mdemnify or make mouey payments or fermish security, thetr porty shall give to all ether partios
prompt writlen wotice of the force majeure with reaspnably full particulars concerning it thereupon, the obligations of the
party giving the notics, so far as they are affected by the force maj re, shall be ded diming, but oo longer than, the

continpanice of the force majeurs. The term “force majewe,” aé here employed, shall mean an act of God, strike, fockeut, ar
other industial distwebance, act of the public cnewmy, war, biockade, public ot lightewing, five, stonm, fload or other act of

nawre, exp | aetion,  gover 8] delay, restraimt or i
cause, whether of 1he kind specifically ¢numerated above or -otherwise, which is not veasonably w1th1n the control of the pary

it

y of equi and any other

claimmgsuspeusil_:m.
The affected party Shall use all reasooable diligence ta eemove the force majedre situation as quickly as practicable. The
voquinanent that any force maj shafl be- died with alf hie dispatch shall mot reguite the seitlement of siuikes,

tockouts, or other labor &Gffioulty by the pamy involved, contrary to ity wishes; how all such difficultics shall be handled shall
be entirely within the discretion of the pasty concerned.
ARTICLE XH.
NOTICES
‘&M notices amhonzed or soquired between the parties by may of the provisions of this agreement, omicss athetwise
specificaily provided, shalt be i woting and delivered i person oF by United Ststes mail, courier service, lelegram, telex,
tefecopter or any_nﬂi.er form of facsimile, posmpge or cb prepaid, aud addressed to such parties at the addresses [listed on
Exiibit "A*  All telephone o otal wotices permitted by this ag shall be confirmed ¥ diately ibercaficr by wotten
notice, The origimatiug notice given ander any provision hetcof shafl be deemed deBvered omly when received by the party te
whowt soch notice is directed, and the rtime For such party fo deliver auy wotice in response thereto shali mm From the dase

_ the origigating notice' is received.  “Receipt” for purposes of this agrecment with respect to writtea notice delwered hereunder

shall -be_actual delivery of the notice to the address of the party to be notified specified in accordance with thig agreamznt or
to the telecopy, facsimile or telex nm:}une of such party, The second ar any respun.swe nokicz shall he deemed delivered when
deposied in the United States mail o & the office of e courier of tefegraph service, of wpen It feaf By telex, tefecop

of facsimile, or when pewsonslly delivered to the panty to be netified, provided, that when resp is Toguired within 24 or

‘4 Bours, surh tesponse shall be given omlly o by telephone, telex, telecopy or ofher Facsimils withiz.such peried. Each party

shalt bave the right o change its address at amy time, and from time to time, by giving writien motice thereof to all other
paﬁies. T a perty is wot available @0 receive notice orally or hy wlephone when a party attempts o defiver a motice reguired
to be delivercd within 24 of 48 hours, the moticc may be delivercd in writing Y any edher wethod specified herein and shall
be deemed delivered in the same manuer provided above for any responsive notice.
ARTICLE XHI,
. TERM OF AGREEMENT
This agreement shall remmin I full force and effect as to the Oil aad Gas Leases andler Qi and Gas Interests subject

. bareto for the period of time selected below; provided, however, go pacty bereto shall ever be construed as baving any right, tishe:

orinterestin or to any Lease or Oif and Gas Interest contribisted by any other party beyond the term of this agresment.

= Cption No. 1; So-lang as any of the Qil and (Gas Leascs smh]cc: 1o this agmcmmr remaim o arc contineed in

. fomaswypanofmeCunnm:Amu, hether by produrti | or otherwise.
O Option Wo. 2 In fhe cvent the well described i Ariicle VLA, ‘or any subsequent wetl drillcd undor amy provision
of ths agreement, resulis in ‘the Completion of & well as o well capable of production of Oil. andfor Gas in paying
i this a2 shalf o in foice se Wmp as any swh well i3 capable of poductos, and for an
additiopaf  period  of days  thereafter; provided, Bowever, if, prior o the expiation of such
addiional pesiod, emc o more of the partiss bersio aro emgoped i drilfing, Reworking, Decpening Sidetracking:
. Plugging Back, testing or ing to Complete or R plete 3 well or wells bercunder, ihis agreemesnt shall

PHRE

cominue in force uniil such operations have been pleted amd -if production resubis therefrom, this agreement

. shall conmiinue i force as provided kerein. In the ¢wemt the welt deseribed in Adticle VLA, or amy subseqaent weil:

driled hereunder, reslts in a dry hole, and no other well is capable of producing Oil andior Gas froms the

Contract  Atea, this agrecment ‘shall terminate  unless . drilling, Deepening, s:datrackmg, Completing, Re-

complcting. Pingping Back or fring opcrations oro d within days from the

doic of abandonment of said weE  "Abawd ¥ for seeh parp shall mean either (i} a decision by #31 perties

ot to comduet any Further opemtions en the well or (i) the elapse of 1B} days fom the comdect of amy
operations on the well, whichever firss occurs,

The ination of this agr ant shall mot Felicve any party herete from any. expense, Hability or other obligation or any

remedy therefor which hasaccned or attached prior ta the date of such termination.

Upmi termination of this agr and the satisfaction of alf ohligations hercunder, in the eveni a memorandum of this
Operating Agreement has been filed of record, Opemior is authorized 1o file of record in all necessary recording offices a
notice of termination, and each party hereto agrees to execwit such a notice of termination as. to Operstor's interest, upon
request-of Cpermtor, ifOrperator has satisfied all its financiai obligati

ARTICLE X#V.
COMPLEANCE WITH LAWS ANP REGURATIONS

_A. Laws, Regulations and Orders:

This agreement shalt be subject to the applicable laws of she stare in which the Contract Asee is lovaied, 10 the valid tudss,
regulations, and erders of any duly constituted regulatory body of said siate; and to all other. applicable federal, siaie,
and local laws, ordinances, rules, regulations and orders.

B. Geverging Law: AS SET FORTH IN THE DEVELOPMENT AND EXPLORATION AGREEMENT

This -y d—all re ! heroto—inchudi hut &t Limitad—to ' i

gF pertaning £ Lo o
beeach. di i elits.—duties. Or o B =P shall be 3l

par P g u P &

de d-by—thotew—ol-the—staie—in—whichthe.C & ig—locntod I —the Contrast—Areais-in—twe-or mmore—states:

ihelawofthestate ol — . shall govern.
. Regulatory Agencies:
Nothing hergin comtained shall grant, or be construed to prant Operater the tight or authority to waive or release any

rights, privileges, or obligations which Non-Operators may have under federal o stare laws or under rules, regulations or
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orders gromulgated under such laws in refereuce to oil, gas ‘and mineral operati including the lacati perati ar
production of wells, on tracts offseiting or adjacent to the Conilract Asea.

With respect to the opesations bereunder, Non-Operatois agree 2o refease Operztor from any and afl losses, damages,
imjuries, claims and ¢auses of aciion arising owt of, incident to or resufting divectly or mdirectly from Operator's interpresation
or application of rules, mulings, regufations or orders of the Depanment of Enérgy or Federal Energy Repulatory Commission
or prod: or genics to the extenmt such imerprewtion or agplication wat made in 'gmd faith anmd does oot
constitwic - gross negligence.  Each Non-Operstor furthes aprecs fo reimburse Operator  fof such Noo-Operator’s share of
production or any refund, fne, levy or other governmeatal sanction that Operator may be required w pay as a result of such

an incemect imterp icn or. apphi gether with mtcrest and penaliics thereon owing by Operater as a Tesult of such
s imterp ion. or apgpli
ARTICLE XV,
MISCELEANEOUS.
A. Exeeution:

This agreement shall be binding upon cach Noo-Opemtor when this sgrecment or 3 counterpart thereof has been
execwed by such Non-Operater and Operator notwilbstanding that this agreement is not them or thereafter exscuted by sl of
the parties to which it is tendered or which are lisied on Exhibit "A™ a5 owning an imierest in the Comiract Area or which
own, in fict, an ipwrest in the Comtact Arca. Operator moy, however, by wriien notice te all Nom-Operaters whe have
become bound hy this agrecment as sforessid, given st any time prior 1 the actual spud date of the Initis] Weil but in no
event later than fve days peior to the date specified m Asticle VIA for commencement of the Initial Well, terminate this
agreemens if Operstor in iis sele discretien determines @i there is insufficiest participation o justify commencement of
dritling operations. in the evemt of such a wrmicetien by Operater, all farther ebdigations of the parties hereunder shall cemse

as of such iermination. In the evemt any Non-Opersior has advanced or prepaid any share of diilling or oiber costs

hereunder, ol} sums so advaoced shall be returned to such Noa-Operator withom imferest. In the event Opemator proceeds
with dnﬂmg operations for the Tmitial Well without the excoution hereof by alt pessons listed om Exhibit "A™ as having &
ctrent working imevest in such well, Opermor shali indemnify Non-Operators ‘with respect. to all costs mcurred for e
Imitial Well which would have been charged to such person under this agreemens if such person had cxecuted the same and
Operator shall receive it revenses which would have heen received by such person under this agreement if such person had
exccuied the swe.

B. Successors 2ad Assigass
This agmementsh]’lhehandmg uponmdshai]mnretaﬂlebeneﬂofthep&mesheremsndmelrrespecsweheus,
:? %, legal vep es, and assigns, and the terms Dbereof sheil be desmed to mun with the Leases or

Interests included within the Contract Azea.
C. Conunterpasts:

TFhis i may be ¢ in any number of counterpatts, cach of which shall be considered am original far ait
purpLses.. '
. Severability:

For the gup of ing or ;. ing this ag a5 am ¥ P 1o federal banicuptey Maws,

this agreement shall not be severable, bul ratber must be assumed or rejecied in ils entively, and the fatlure of any party io
this agreement to comphy with ait of its financial obligations provided herein shall be a material defauit.
ARTICLE X¥I.
OTHER FROVISIONS

TR B R I S

nxrwmrmn ARE PEVELO BEVELOPMENT NENT THE TERMS AND PROVISIONS OF THE N AND
DEVELOPMENT SHAEL. mmmc;(imm AND P EXFLORATIO
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N WITNESS WHEREOF, ihis agreement shall be effective as of the: day of .

 who has prepared and circulated this form for execution, represents and warrants
that the form was printed from and, with the exception(s} Histed below, is identical to the AAPL Form 610-198% Model Form
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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™).

Tn consideration of the mutual covenants and agreements contained herein, the parties agree as
follows:

0. DEFINITIONS. The following terms and phrases used in this Agreement shall have
the following meanings:

«A dditional 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
AMIL

“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 ail 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 AML

“Final Land Report” means a report provided by Alliance following the Nation’s 15-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 of 3 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.

“160-acre unit” means the quarter governmental 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.101-601)
(“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 drill 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 fully described and depicted in Exhibit A, covering approximately
46,000 acres. The foregoing acreage amounts are estimates and are subject to verification upon
Jand and title due diligence reviews to be concluded by Alliance no later than the date that is 180
~ days following the execution of this Agreement. Upon completion of the due diligence review,
Alliance shall submit its Initial Land Report to the Nation and to the Bureau of Indian 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 shall, in the Initial
Land Report, specify the Title Defects resulting in any variance. The Nation shall usc 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 following that 15-day period, Alliance shall 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 willing to waive. The Final Land Report shall 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 willing 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 of this Agreement,
Alliance shall pay the Nation the sum of $184,320, representing one-half of $10 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 will be due on the later of final approval of
this Agreement by the Bureau of Indian Affairs or one year following 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 shall
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be refunded to Alliance.

13  Rights Acquired by Bonus Pavment. 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 Term. 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 AMD’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 AMD’s Initial Term by an Extension Term 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 Term for an
Extension Term. Alliance will retain all AMI Rights as to the Extension
Lands during any Extension Term.

b. Alliance shall exercise this right before the expiration of the Initial Term
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 of any Extension Term, Alliance may acquire an
additional Extension Term, as to Extension Lands selected by it
(provided all Extension Lands selected must have been Extension Lands
under the immediately preceding Extension Term), by making an
extension payment of $10 per net mineral acre owned by the Nation
within the AMI as to the Extension Lands selected by Alliance.

d. During each Extension Term, Alliance shall continue to have the
obligation to conduct a Continuous Work Program with respect to the
lands covered by the Extension Term.

e. Each Extension Term shall be for a period of 1 year.
f. With respect to the AMI, Alliance has the right to exercise the Extension
Term 3 times. Afier 3 Extension Terms, the Nation may approve or

reject any additional AMI Extensions Terms.

1.5  Expiration of AMI’s and Default by Alliance.

a. Upon the expiration of the AMI Initial Term, or Extension Term, 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 termination of this Agreement or any
loss of Alliance’s rights in the AMI under this Agreement.

1.6  Rights 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 AMIL, 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 terms and
conditions of such Offer. If Alliance timely accepts those terms, then Alliance and the Nation
will enter into an agreement covering the applicable Additional Lands containing the terms and
conditions set forth in the Offer. If Alliance elects not to accept those terms and conditions, or
fails to respond in that 15-day period, then Alliance shall have no further rights with respect to
the Additional Lands that were the subject of the 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. Permits. Promptly following the Approval Date, Alliance shall commence
all necessary actions and submit all necessary applications to obtain all requisite permits
to enable Alliance to commence the drilling of all wells included within the first Pilot
Project to be drilled within the AML, as provided below (herein, the “Initial Permits”).
All applications for the Initial Permits 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 information required
in connection with the issuance of the Initial Permits.

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 of the last of the Initial Permits in the AML 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.

ii. Allance must Commence Drilling of the second Pilot Project within 30
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iii.

iv.

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.

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.

" 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.

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.

Subject to Force Majeure, if Alliance 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 carned by that time.

b. Continuous Work Program.  Following the Completion of the second Pilot

Project drilled in the AML, 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 JOA 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% of the 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 dridl,
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, ecach 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% Working 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.

43  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.

3. OPERATIONS AND OPERATING AGREEMENT.

51  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  Pilet 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 1o 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.

53  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
Working 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 rcasonable
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)
if for 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 AMIL

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 AML:

a. At the same time that a permit or right-of-way application is submitied to a
federal agency or tribal department, a map detailing the affected lands and a description
of the 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 of the affected area in cooperation with
the Tribal Archacologist. The Survey shall identify those Sacred Sites, if any, which lie
within 150 feet of the 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) Alhance 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 if Alliance 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.

71 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. '

72 Performance Standards. Alliance shall conduct its activities under this -
Agreement, and under any Mincrals Agreement that it earns, 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.

73 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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2. 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 Geophysical 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 AMTI’s:

a.  One paper copy of shot point basemap.

b.  One digital database of x-y shotpoint/station coordinates in a standard format (e.g.,
SEG/P1 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 of all seismic survey information.
d.  One digital version (preferred) or paper copy of all seismic observer notes.

e.  One magnetic tape copy (8mm preferred; specify density, non-compressed) or Cdr
of all seismic field tapes in original field format.

£ 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 ail 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 fimits 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 of performing due to Force Majeure Conditions.

92  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 Cdmpliance.

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 of Agreement Does Not Constitute Permission 1o 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 of any 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 of development.

_ 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 of the 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
consiruction of a Pit, Alliance shall fence the Pit. Soil disturbed in connection 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,
creck, 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 rescrvoirs shall be subject to the
applicable statutes, rules and regulations and shall require the prior consent of the Nation.

10.3 Water Wells and Sgrings. The following provisions shall apply with respect to water
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 COI 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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b.

i, Coalbed Methane Well means a well operated by Alliance that produces
water and/or coalbed methane from the AMI.

v, 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 of water 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 of the 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.
Vii. Lands means the lands located within the AMI.

viii.  Spring means any spring that emerges onto the surface at a point within
the COI 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 COI 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.

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 COIL 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 level and/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 Mcthane 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 carn 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
Jands covered by this Agrecment, 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 vear 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 matiers 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 Program for Students. Alliance shall establish an incentive
program for academics 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 financial literacy 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 of Montana.

142  Limited Waiver of Sovereign Immunity. 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 terms 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 of the 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:

1. 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.

ili.  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 fails 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-contribuiing 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.

viii. The arbitrator shall have the authority to award specific enforcement of
the agreements between the Partics, 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. Aliliance 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 of address 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.

172 Approval Required. The parties hereto specifically recognize that the terms of the
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: By:
Name: : Name:
Title: - - Title:

APPROVED:

UNITED STATES DEPARTMENT
OF THE INTERIOR

BUREAU OF INDIAN AFFAIRS

By:
Title:
Date:

Page 21




Final Version

LIST OF EXHIBITS
EXHIBITA AMI
EXHIBIT B FORM OF MINERALS AGREEMENT
EXHIBIT C JOINT OPERATING AGREEMENT
EXHIBIT D TOWNSHIPS SUBJECT TO ALLIANCE’S RIGHT OF FIRST

REFUSAL




Final Version

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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EXHIBIT B

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 |
(AHiance Energy Group, LLC)
This Agreement, dated this day of ,____1is by and between The

Crow Tribe of Indians, Crow Indian Reservation, a federally recognized Indian tribe, (the
“] essor”), and Alliance Energy Group, LLC, (the “Lessee”).

RECITALS:
A. The Lessor and Lesseec 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

Tn 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
quantitics on the Contract Acreage or lands pooled therewith, or on which there is a Well that is
shut-in pursuant to the provisions of Section 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 geologlc 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 QUANTITIES 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 of shut-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 of Lessee 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
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.

ARTICLE 2.
CONTRACT ACREAGE

2.01 OWwWNERSHIP 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;

Townshi 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 EXPLORE 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 subject 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 Acteage, 10.the location of such surface facilities, including roads, drilling pads, pipelines,
tanks, power stations and other needed structures; (i) 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 of Mineral 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.

402 TRIBAL TAXES AND ROYALTY INTEREST ADJUSTMENT.

(@)  The partics 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™).

()  During the Term of this Agreement, if the implementation ot 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, convey or 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.

ARTICLE 5.
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 L.essee 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. Lessce 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). '

(¢)  If the Lessor makes the election under Section 6.01 (b), above, the Well,

toad 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 of Minerals 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 of the 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 thercafter, 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 isnotofa
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. '

(¢)  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 Match 1 following the first full year after the expiration of the Primary Term,
and on each March 1 of each succeeding vear, 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 of Paying 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 of the Code of Federal 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 Agrecment.

()  All owners of Working Interests hercunder 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, supetior to all other liens relative to said Wells and facilities.

(¢) 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 rescrve 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 attorncy 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
Lessec's privilege of curing 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.

(@)  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) The Lessor’s Royalty Interest shall be 19 per cent (19%) of the value of
production.

(b) The value of production shall be calculated on the basis of the highest price
paid or offered at the time of production 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 of produced 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 of volumes, costs and
proceeds relative to such centra] 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 of this 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 PoOOLING.

(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 Lessec’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 cach 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 of Minerals 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 form reasonably acceptable to the Lessor. Such agreement shall
provide, among other things, that ail 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 TERM.

The Term of this Agreement shall be for the Primary Term and shall continue
thereafter for such Extended Term in accordance with Section 6.02 and 6.03, or so long as this
Agreement is otherwise maintained in effect pursuant to the provisions hercof.

ARTICLE 8.
GENERAL PROVISIONS

8.01 NOTICES.

All notices and communications required or permitied 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.

8.02 FORCE MAJEURE.

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 mot 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 seiting 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
termination of those 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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803 DISPUTE RESOLUTION AND CONSENT TO JURISDICTION,

All disputes arising under or related to this Agreement shall be resolved in
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 terms of this Agreement,
provided that (i) the Lessor is notified in writing of any such proposed pledge or encumbrance, (i1)
' 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
governmental lien 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.

(@) 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 carlier states that it does not wish to
purchase those interests, then Lessce 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 terms, 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 terms 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 terms, 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

Page 35




Final Version
any approved assignment and shall be a covenant running with the land.
8.07 INUREMENT,

This Agreement shall inure to the benefit of and be binding upon the parties hereto, their
permitted successors and assigns.

8.08 ENTIRE AGREEMENT.

This 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 subject matter hereof.

8.09 AMENDMENTS.

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 of 25 CFR Part 225.

8.10 CONFLICTS AND DEVELOPMENT AGREEMENT.

This Agreement is made subject to the terms and provisions 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 granﬁng 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.

This Agreement may be exccuted in any number of counterparts, cach of which shall be
considered as an original for all purposes.

Executed to be effective as of the date first set forth above.

APPROVED:
U. S. DEPARTMENT OF THE INTERIOR CROW TRIBE OF INDIANS
BUREAU OF INDIAN AFFAIRS
By: By:
Superintendent Chairman
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Date:

Date:

LESSEE:
ALLIANCE ENERGY GROUP, LLC

By:

Title:

Date:
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EXHIBIT C

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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EXHIBIT D

To that certain Exploration and Development Agreement dated , 2003, by and
between The Crow Tribe of Indians, Crow Indian Reservation, a federally recognized Indian tribe,
 (the “Nation™), and Alliance Energy Group, LLC, (**Alliance™)

TOWNSHIPS SUBJECT TO ALLIANCE’S RIGHT OF FIRST REFUSAL

Township 7 South, Range 38 East
Township 1 South, Range 38 East
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