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From:
To:
Date:
Subject:
CC:
Attachments:

April Abate
Brad Hil l
2122120L0 10:53 AM
OSO Energy - Methane Extraction wells at the Centennial Mine Permit # C00710019
Daron Haddock; OGMCOAL@utah.gov
OSO GVH Well Map.pdf; OSO GVH Well List.pdf; OSO Agreement.pdf; April Abate.vcf

Hi Brad,

I am attaching some of the information we discussed over the phone that has been provided to us from the
Centennial mine for the gob vent hole (GVH) wells currently operated by OSO Energy. The map provided shows
an up-to-date status of which GVH wells are active/inactive/proposed/reclaimed. I am also attaching the list
of wells and the agreement between the mine operator, Andalex Resources and Oso Energy,

Article II, Section 2.3 of this agreement outlines that the wells will still remain under the responsibility of
Andalo< for reclamation; however, the parties acknowledge that the permitting responsibilities for extracting
methane need to be transferred over to the Oil and Gas program.

Let me know if there is any additional information you may need.

Regards,
ADril

April A. Abate
En vi ro n me n ta I Sc ie n fr's t II
Division of Oil, Gas and Mining
1594 W. North Temple, Suite 1210
Salt Lake City, Utah 84114-5801
T 801.538.5214
F:801.359.3W
M: 801.232.1339
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TABLE 1-1

* Redrilled on existing pad GVFI#7.* Recent BLM cadastral survey has moved the boundary between Sections 31

1-3

Gob Gas Well Locatione (see Figure t-1)

Hole
Number

Status Section Township and Range

GVH-1 Site reclaimed 10/2009 31 (32") T.12S. ,  R .11E .

GVH.3 Hole Completed 31 T.12S. ,  R .11E.

GVH.4 Hole Completed 1 T.13S.,  R.10E.

GVH.5 Site reclaimed 10/2009 31 (32.',) T.12S. ,  R .11E .

GVH€ Hole Completed 31 T.12S. ,  R .11E.
GVH.5A Hole Completed 31 T.12S. ,  R .11E.

GVH-7,7A* Hole Completed 31 T.125. ,  R .11E.

GVH-8 Hole Completed 36 T.12S.,  R.10E.

GVH.9 Hole Completed 36 T.12S.,  R.10E.

GVH.5B Eliminated 31 T.12S. ,  R .11E.
GVH.8A Hole Completed 36 T.12S.,  R.10E.

GVH.1O Eliminated 31 T.12S. ,  R .11E .

GVH-1OA Eliminated 31 T.12S. ,  R .11E .

GVH-11 Hole Completed 31 T.12S. ,  R .11E.
GVH.11A Proposed 31 T.12S. .  R .11E.

GVH.12 Hole Completed 31 T.12S. ,  R .11E .

GVH-12A Proposed 31 T.12S. .  R .11E.

GVH-13 Hole Completed 31 T.125. ,  R .11E.

GVH.13A Proposed 31 T.12S. .  R .11E.

GVH-14 Hole completed 31 T.125. .  R .11E.

GVH-14A Proposed 36 T.12S.,  R.10E.

GVH.15 Pad only, no hole 36 T.12S..  R.10E.

GVH-15A Proposed 36 T.12S.,  R.10E.

GVH.16 Pad only, no hole 36 T.12S.,  R.10E.

GVH.16A Proposed 36 T.12S.,  R.10E.

GVH.17 Pad only, no hole 36 T.12S..  R.10E.

and 32
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ATTACHMENT 1-I

OSO ENERGY RESOURCES CORP.
OPERATING AGREEMENT
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OPERATING AGREEMEITIT

THIS OPERATING AGREEMENT ('ttris Agreementn) is entored into effective as of the
fig,:f r:_b.yry:-2006, by and u"tr*.eo 6o-r"rogy Resourrces Corp. ("Oso") e Colorado

s"i?J il D**sq 6;i;;;'sdoi;;A} ' tna t  Far  f r  - - E-imE'],4i w;;od;Q^- - rL  c - t -  ,  t  r r -  r E V a !  l v a

l-"**g9t-''Uq q079. -9* tod Andalex are sometimes hereinafter cotlectively referred to
S_t 

nPartie$,', or individually as a ,'party',.
RECITALS

WHEREAS,.O* 
!ry fqitd int€r€sts in oil and gas leases ('Leases") on the properties

gore-irlly described on Exhibit 'A' attached hereto *alUy this reierencc incorporated herein(the "hoperties');

WHEREAS, Andalex owtts and operates soal mines on the hopertics known as the
"Aberdeen Minen, the "Pinnacle Mine" *O Urr 'hpex Mine" rryhich are collectively referred toas tlre Centcnnial project; and

WHEREAS, Oso and Andalex wish to enter into this Agreement for the purpose of
:stablisFing a cooperative method of raphning and gathering gob gas ftom vent hols on theProPerties. 

'-r-----e

NOW, llIERFFORi fot god and valuables consideration, the receipt and srdficiency
of which is hereby acknowledged,Ihe prnir, 

"ere 
* r"ir".*.

ABTLCT,E l.

l'l General. Oso and Andalex hereby enter into this Agreement fot the purposes
lrereinafter stated and agree thal all or their ri-ghe and all of the operations (as hercinafterdefined) on or in cormection with * *;;; shall be subjoct ro and governed by this
furoement.

l'2 Purposes- This Agreement is entered into for the purpose of establishing acoopetttive metho!.of capturing aid gathering gob gas that would otlprwise be vented ftom &eProperties and to allow anaatl to continue to vent gob gas into the atmosphere wherc captureand-gathering is impractical or impossible. The Parties may also und€rtake other operations onthe Properties as neTssary' tpp.oi.iut" or in"iJ"ot"t to accomptistr the purposcs ,"f tortt in th
iqryaiu'"ty proceeding sentenoe. fte Parties ii* that tlrc putpor.r set fordr in this sesrionl'2 are exclusive 13d this Agreernent shall not 6 used nor will ttre parties perform any otheractivities under Et agomnt snc€pt as outlined abovg such activities are refened tohereinafter as the ,,operaiiongrt" - -r- Fv 'r

l '3 Effective Date and Tenn P€riod. The effective date of this Agreeinent shalt bethe first date set forth above and this Agr".*; *rt"[ continue until the earlieiof thc following:

W fr.v'



(D dlgob gas v:n! wcfls (both cumently existing and trose drill€d in the ftturc) on rhe hpertiesare plugged and abandored; or (ii) *til 
"llgob-gar 

vent wells (both currendy existing and thosedrilled in tlre finre) are disconrpcted ftom fre datnering Systein (as hercinsit€r defrned); or (iii)this Agr€qn€nt is tsminated uy trre nut ra ,go**t of the parties.

l'4 Title to Assets. Oso owns a€fiain oil and gas leascs covering the Plopertic andAndalex olmul ccrtain rights to arploit coal from the Prroperties, which rights inotude title to weltUory.and equipment usea to vont gob gas from its coal operations. Except as speciftallyprovided hercin, record title to t {U *O *;ases held by Oso, and the coal rights heid byfuidalex, stntl remain in each of tndr-ffidrr names roryr"t'to n terms ani conditionscontaincd hercin' In addition, oso ir ;;"iJ pursunnt to section 2.1 hereof to irstalt aGathering System, and the title io tne Catneing System will be held in Oso's nnme.

ARTICLE II

2'l Oso's obligations. Oso lrereby agrce$ to install a gob gps gathring sysffir udenthc ternrs and snrbjec! g -,t" specificatio* ;i forth in Exhib'it ,,8,,, which Elxhibit by thisreference is incorporated t*tto, capable or capnring and gathering the gob gas Andalex isdischsrgtng from its gob gas vent wells locarcd'* tfr rnofr*es Ccathering system,). TheParties recognize thst tho costs set forth on Exhibit Bn arc girod faith estimates, and such costswill vary' The actuat costs incurred will be,nuA i" determinilg the reimbursements due Andalexunder Article III.. Ad$tionally, oso shall obtain the necJssary oil and gas leases on tlrcProperties, or-portions theleof plitaoitg gt;;, granting oso the rig1rt to capture, gdher andmarket the gob gas.

2'2 Andalot's Obligations. fuidalex will provide exclusive sccess to Oso to gatlrer
the gob gas at the disc-tnarge polnt of analex[ gou gi *nr"ti;; tirt"ttr, allowilg Oso the rightto..P.*u"t its gas gathering systeTr to such r1nl*ior thc prtp; of gath€ringlou gur. d-*will insure that any such Jonn€ction *tii d;;the Andalex gob gns exhaotion sysrem fromimpcct and/or dsmage ftom the oso sysd- in .crotomce with- standad industry practice, Iaaddition, to the extent Andalq has the;gnt to atso, Andalex will allow oso reasonable accessand usc of the *9f of thc hoperties tJ'"**plish the purposes of this Agreement, inctrdingbut not limitcd 

9 qt granting of eascments uirc tignt of ways. Notwitlrstanding anythingcontained herein to thc cotttar[, Andalex shatl at alfdmer, *i ftom time to time have firllruthority to con{nry to vent s96- sas into the atmosphere whenever the capnrc and gdhering ofgob gas undcr this Agreemeoiis iip*.ti.ar or impossible.

2'3 Regulatory Authority. The Parties recognize thar issues with regprd ro regulatoryauthority over ths- purpose$ of this'Agreement will arise, as a result of miniag and oil and gns
operatioru occuning simultancouly.- In addition, inasrnuch as the gob g; vent wells arerurently ryg,tt"tqb.r the minrng plogram of the Division of oil, Gas and [\dining and it may beneceryay in the fuare to tak; applopriate action to havc the jurisdiction over such rvellstransferred to the 9il uttd gas prognm,- the Parties agr€e to exercise good faith in negotiatingthose jurisdictional issues fo ti 

"i*fuL 
ror purposes of sueh negotiations, Adalex will bc

Page 2 of 13 a{fr



rssporaible for reclamation of srrrface irnpects ftom the gob gas exhaction system up rmtil it
wishes to discontinue mining oper:ations. At that time it will inform Oso of its desire to ceaseoperations and reclaim the str*ce impacts qf rnining. Oso will the,n have the opporhrnity to
rylme all, or a portion of, the reclamation obligati-ons for the system or, in th"'*t*r*in",
rclea* any firther intercst in said p"td;;;f tnr iytrc* and allow Andalex to accomplish therequired reclamation in accordance with the apelica6b mining laws.

24 Risk of [nss. Handting of the gob gas prior to its delivery to Oso at the dischargepoint of Andatcx's goq gas ex&action slatem is thc r"sponsiuility of Aniatex. Responsibility 6r
and all risk of loss of the gob gtt 

"nit 
Oetivery to Oso at thi above discharge ircint $all beborne by Oso.

ARTICI,B III

RErw- URqEMENT Ig. A|{DSI,EX

3' l Payments to Andalex. Oso hercby agrc€s to pay Andalex as reimbursement for its
obligations set forth in Section 2.2 an;"*iA*l to twilvc and one-half percent (l1.Syo) ofOso's Net Cash Flow (as hereinafter CenneOjcafdnfation on a cumulative basis but pai'd roof6y(as hereinafrer defind) until ruch time * dro has reached Payout (as hereinafrer deftred). n
Payor$' oso shall pay Andalex as reimbursement an amount ei rar to twenty-five percent esvyof Oso's Net Cash Flow calculated on a cumulative basis Uut paiA monthlafiom itt" nop"ttio.At such time as oso has rccovetcd tu,o hundreep.t*"nt eav/;lof its costiorycnded prusuant toSection 2'1, Go-shnll pay Andalex as reimbursiment, an aurount equal to tnirtyo""* ard one-half percent (37.5v0 oi dso's Net Cash Flow calcularcd on a cumulative basis but paid monthly
tr*$: Propcrties. All rpimhnsements to b€ made hcreunder shatl be rnade by the twcnty-fift1r(251h) Sy of the month fotlowing the month in ufiich rhe calculations of Net Cash Flow ismade' Notwithstmdin8--qe foregolng i" tlt-;;;t Oso is rcquired or elwts to expend additional
capital costs to accomplish the i,trpor"* of this Agreernent abo"e those set forth in Sec{ion 2.1,
ruch capital costs will be tooner"d by oso ;t"fih" Net Cash Flow by reducing thc perccntage
interest of Andalex to the next irnmeCi*ely i"** p.**ag..as set forth above rmtit sirctr capitalcosts are recovei'ed; provided, Andaler(b intere$ tfiuff oo"r be less tlo'- l2.SVo.

3'2 Definition of Net Cash Flow. The term "Net Cash Flown shsll mean thc gossprods receivd by oso ftom the sate of its int€rest in the gob gas ftom the gob gas rrurt wells,less all direct lease operatirg exlteurcs, ad valoncm, severance, excise and otherproduction taxes,ard lease burdens (strch as royaiues;. 
'Elrp"nses-sulh 

as corporate G&A, lcgat, *rpoot" incometa'rres and intere$-oryot"-*9 *y btno iimilar costs are oot part of ttre catcutation. Andalex's
Itght to lnlurent for Net Cash Ftow as set forth above in Sectibn 3.1 is limited solely to the gas
ftom gob gas vent wells.

3'3 Definition of Payout. "Payoutn shall mean tlrc time at which oso has rscovercdftom tlre net proceeds of prodrrction 
"tdtnut"Uf" 

io tne sale of gob gas, one-hunaro

,a,-,/"**46'
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(100o/o) of all oltqco$ts expended pursusnt to Section 2.1. On a quarterly basis, Oso shall
submit to Andalex the payod calculation strowing the capital expenditures incurred to dafe for
the "Gathering Systenrll defined in section t.i, ;_ive[ as lhc gobias sales to date, gnrss and netrEveilrs with the remainder amount for payoui shoum as well-as irojectcd p"youi.-fayout shall
rct be on a discounted basis and shall ooi io"frra. corporate incomi trr,o roieiitacr prtfy and Net
Cash Flow shall be defined as in sestion 3.2.

3'4 Carbon Credits. To the extcnt allowable under applicable law and regutations the
Prties agr€e thlt all carbon credits (o; tlt; t*.eds therefrom) generatcd all a result of
opaatioru shatl be divided between the irarties on a 50/50 basis.

3.5 Records and Audit Rights. Each month bcginning with thc first month gob gas
is captured !y Oso drning tlre term orlhis *eneomenr, Oso rr,af p-ria" to Andalex an itimizea
staterneirt of all both capital and opdating, incurrd in connection with this Agreement
together with a statement ofrevlnucs eamcd. Td smement will show monthln year to-tlate and
from inception iteinized costs and revenues *C f.f"t Cash Flow and guarterly p-gF rr to Payout
and progress to ZWo of Payout and be pr€pared under COPAS. e"OA.*, or-Andalex ruUit
tppescntatives, at the expenw of Andalex, strall have ttrc righl at 8ny reasonf,ble time or times to
ocarnine, audit and reproduce lhe records, invoices, voucheh and their $ourpe docurnents which
s€we as the basis for the itemized stateinents provided und€r this Agreement All such records
9f Osg kept in the ordinary cource of its business, and alt payments made in accordanoe
thercwith, shatl be accepted as accurate after a perid of three (3) d*.

ARTICI,E IV

4'l Capacity of Oso and Andalex. Oso and Andalex hereby represerrt and warrant to
one another as follows:

(a)-that it ls a corporation duly incorporatcd and in good standins in its stnte of
incorpotation" and that it is quatified to do business and is in good rtinaiog under-tlre laws ofthe
Stat€ ofUtah;

(b) that it has the capacity to enter into and perform this Agreement and all
fransacti'ons contemplated he,rein ard-that alt oorporate and othi actions *quiid to urtlrorizc it
to ent€r into and pcrform this furesment have b,een propcrty taksn;

- (c) that the execution of this Agreerrent and the eonsurnmation of the fianssction
conternplatd lrereil shall not (i) violate o. L in conflict with or cause a default under, any
confract to which a Party is aparty or under its organizationat documents; (ii) rcqui,re the consent
of any persons or governmental-body or t"g,ti;oty authoritn or (iii)-niofate any judicial or
administrative order, award, 

"t 
it, *j*tion, J"t rtr or regulati6o rppiLible to a patylatta

(d)-tnat this Agreement has been duly exeouted and delivered by it and is valid
and binding upon it in accordance with the terms hereof.

Pagc 4 of 13
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4'2 Reprcsentations and Wananties. Except as specifically pmvided herein, therepresentations urd warranties set fo'rth in Section 4.1 shatl survive for e p"*"4 of three (3) years
following termination of this Agreernent.

4'3 Disclosures. Oso and Andalex represent and warrant that they ar€ unawarc of anymaterial facts or circumstances wtrich havenottecn disclosed in this Agre-ement but shoutd bedisclos€d to the g-tno parfy in order to pi"r"iitrn representations in this Article frorn beingmaterially misleeding. 
-

ARXTCW v

RELATIO,NSHIP

5'l No ?artnerstrip' Nothing conained in this Agreement shall be deemed tocorutitute eitlrer of the Par6;s to bs tdprtdof the other, nor, except as otherwise hereinexpressly previded, to constitute either Pa;y tn" rg*t or legal-representative of the other, nor tocreatc any fiduciary reltionship between Gr. Itls rrct the-inteniion ofthe Parties to creare, nor
:1t{1 this Agreement be consrued to ..""t", *v *inir€, commercial or othcr prfi€rship.
I:ttf raqy shall hye any authotity to ; f"; * to as$me any obligarion or resporisibility onbehalf of the o*T.-lttty iI*P, as otlrerwis€ expres$ly provided her€in. The rights, duties,
-obligations and liabilitiei of thi Parties shall be several ard not joint or collective. 

-Each 
party

hercto shall be responsible only for its oUrilations as herein set forth and shall be liable only forits share of tlrc costs and expcnses as provided herein. Risk of loss of gob gas and all otherassociatcd risks relmed to ttri respectivi extraction and gathering systuns shalt be altocated asset forth in section 2.d Subject to the pmvisions of Sedions s: and 5.3, each party shallinde'mnify, defend, and hold hitnl.s, trre otrrrr Party, its ditrcton, offrccrs, employees, agents,attorueys fr,'om T0 asSF! gy and all losses, claims,'darnages, tiaixtities nridd oot of 
"iy 

acior any assumption of liability by tlrc indennifying Parti or any of its diricton, officem,e.mPlo-Yces, agents, attomeys dlne or undertaken, or apparently done or undertaken, on behalf ofthc other?arty, cxc€pt pursuant to the *rtrr*lty Lipr"**ry ganted herein or as otherwise agreedto in rmiting betweenthc paties.

5'2 fu$o Indemnity. fuidalex, hereby acknowledges thst it has conductedoperations on the Properties for the mining *O U,r exfiaction of coal, including the drilling and
gpt*ti$ -of gob gas well bores. Andal; herett agre$ ro indenrnify and ho]d harmtess osortgT all losses, claims, damages, costs and ffaLilities (irrcluding resonable afiorrey's ftcs)arising out 9f any act or omission of Andalex,-is Ai*too, officerq employecs, agqrts, attorneysor others' done or undertaken, or apparcntly done or undqtaken, either prior to or after theeffective date of this Agreet*t witf ;rp#to ie-.oul mine operations inclding gob gas nellbores on the.-lrynerties. Andalex does not *rr*. any responsibility for, and hertEy disclaimsanlt resPnsibility.with respect to, the number of goU gas v\relt bores that wifl be drilled inconnection with its {ninq operations, the durailon 6r *y ventilation and/or extractionopenrtions, srd the qu,ality of ari goU ga"pn'oou.ua by its 

"*t 
rJtioo operations.

5.3 Oso Indemnification.
from all losses, claimg damages,

Oso hereby agrces to indcmnify and hold trarmless Andalcx
costs and liabilities (including msonable attomey

-/,r':W
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arising out of any act or omission of Oso, its directors, ofticers, employees, agentq, attonrc5/s orothers, done or undertalcen, or apparently done or undertakeu" aftcr ths effective date of thisAgreement wittr respect to its gob gas gathering aptivities on the properties.

5'4 Tax Election. The Parties hereby elect to be, and to have the anangementwidcncd by this excluded aom tt* application of'any provisions of Subchapter Kof the United States tnrcrnat Re,rrcnuc Code, as amended and excluded from any equivalent state
FTT tot-provision. The proper documents to insure the exclwion of the partiee ftomsubchapter K and Tf *1"i9; pt"irl"* 

"i"pelicablc 
srare law shall be prepared and filod bythe Partics' Each of the parties shall b" ;i;t-funsible for preparation and fiting of its owntalr rcfums and reports.

5'5 Otlrer Business Opportunities. Except a$ expressly provided herein to thccontary, each Party *hall have tG tight independently to engage iir ana receive full benefitsfrom business activities, whether or not compctitive with tlrc Operations, without consulting theother' Thc doctrines of ncorporstion 
"nportr;irt" 

or nbusiness opportrmityu shall not bc applicdto any othsr activity, ventulE, or operation of-either Party rnd, i*cept as otherwir" p*uia.O
helein' reither Party shall have any obligation to tt" other with respect to any opportunity toacquire any intercst in real o, p"rsonul prol.rty.

5'6 Implied CovenanF. No implied covenants whstsosyer are contained in thisAgreement other than tlrc implied covenatrt oigood faith and fair dealing.

ARTISLE Vr

PARTrEgco0PJRAIIox

6'l C-reneral The Parties wilt fully cooperate with one another in implementing thepurposes of this Agreement. In this regard rio*o"r, Andater( shall continue opirating thJgobgas vent wells free of any conftol of Oso-. fuidalex shatt have the sole discretion to determine the
:59"j_q! 

g* wells to bc drilled and fiollowioe dtittittg Andalor shr[ have rtre righr ro pluganc aDando-n any well drilled (i) if such actions an€ requir€d for mine health or ranty; tiil ti
lTpt dF-*y gwernmental ftuircmenq oiGijlrit ii in rh best intcrest of tuidalex, subjecrto Sestion 2'3' oso shall opoate titu Cutnoing Syrtr- ftee of any contol by fuidalex, includingthe right to disconnect tlre Gathcring system 6m;y gob gas vent well.

6'2 Mectings. The Parties shall hold regular meetings during the calerdar year, but
Tt-ltry freqrcntly 

Jhan quarterly, with a frnal anniat meeting iL ne.e.uer of each year. oso
:h"ll give ten (10) days' prior noii* to the Partim of srch regulu mectings. AdditionalS citlerParty rnay call a sfrycial Teetlng upon thirty (30) days'notice to the other party. In case ofem€rg€ncy' reasonable notice of a meeting inin runi"e; provide4 Oso or fuidalex may takesuch cmagency actions as art required tfrtnoui a mceting. At the meetings the parties will
$*T.t 9{ agee on procedurres to follow in best ;ht;'ilt il;;;np"*r of this Agreerue'rProvide4 it is not-rlrc purpose of ue meetings to formilatc 6.rogrtr or capital spendingprograms' The Palis recoenize that all costs oioperating the gob gas vent wciis slrall bc the

ffir'.fisld;;tir u" ix"'' 'iiL*ioo.

Page 6 of 13 t/



ARTICI,-E VII

7 'l T$i*iol by. Expiration or Mutual Agreenrent. This Agreement shall expire atruch time as set forth in Secfoon 1.3, unlor roo* terminated by mutual urritten agreemcnt ofthc Parties.

7'2 Continuing Ob-ligations. On termination ofthis Agreement under Sestion Z.l, theParties shall remain liable foioontinuing oUfig"tio* heremder until finnl settlement of a1aceounts and forany liability, whetlrer iticcnrJs before or after temrination, arises out of therespectirre obligations of the parties.

7'3 Disposition on Termination. homptly after termination trnder $ection Z.l, thePartics shnll take alt astion necessary to wind up activities tmder this Agreement. All costs ande'(perutcs incurred in connection wittr termination rft"U be paid by the Party whose assets requiresucb cxpenditure.

ARTICLE VIII

rlrsPUTE REgOLUTTON

8'1 Sglection of Arbifrators. Except for the right of either Party to apply to a court ofcompetent jurisdiction for a temporary reitaining orlo, preliminary iqiunction, or otherequitable relief to preserve the status quo or to prwent irreparable ham, any confioversary orfaihre to agree bet$'een the Putiar d;;;;ill *ao this Agreement and not resotved byagreement shall be determined by a Board of Ardimtion upon frtio of submission given byeitlrer Party to the other which notice shall name a qualified, impartiaf and independcntarbiuator' within ten.(]0) days aftm tr *dpt 
"f 

such notice, the other party shall rume squalifiod, impartial and indepennent arbitator, o. upon failure to do so, lhe party gving noticeshall nalne the second. within twenty-five (2s) days after sending the original noticc ofa tsuDmls|rcn the two arbiftators so rypointed str'itt *me the third qUin"O,- impartial andinde'pendent arbihator,.o.r upon failur;'; do r ,h" third arbifiator may be appointed by thesenior judgc (in senrice) in the United St"toOi#.t Coqrt senring Denver, Colorado.

E'2 Deterrrination. The arbitators selectcd to ast herreturder shall be qrulified byedwation d oqqence !o put*- on thc particular question in dispute. The arbitrator shaltpnoperly hear and determine- (after rtd;irtotiig and giving the parties a reasonnbleolpornmity to be heard) !tr9 eueitions submitted, and sttatt ,rodi, the'ir dwision wiftin sixty (60)
$ary a{er appointnent of thothird arbihator. If within sixty (60) days a decision is not rendercd
ry q" bo8r4 or majority thereof, rrcw arbitators may be named ard shatl act hemmder at theelection of either ofthe farties.

8'3 Bin{ing Decision. The decision of the arbitrators, or a mqiority thereo{, made innnitins shall b€ final, binding not appealablc upon rhe Parties hereto as to the qgestionr
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submittd and the Parties will abide by ad comply wi& such decision The expascs ofarbifiation, irrcluding rtasonable compeirsation for the arbinators, shall be born equally by theParties hereto, elcept that each nartyltutt b€ar the compensation cxpcnses of its own @unsel,witncss and ernployees.

AE$CLE rx

cpNrrD.ENTrdLIIy
9'l Ceneral. The financial terms of this Agreement and all information obtained inconnection with thc performance of trris egreer"ot snan be exclusive property of the parties

a1$ exc -ePt as-provided in Section 9.2, shall not be disclosed to any third porty or the public
t$:q-tn" prior written consent of &e orher Party, which oonsent shall not Ue unreasonablywittrheld.

9.2 Exceptions. The consent required by Section 9.1 shnll not apply to a disclosurc:
9l lo *y bom fide purchaser of either of the Partics oiof *r" Properties;
(b) To any bona fide potential ptuchaser of either of tlre Parties but only ro tt"

extent that such potential purchaser is subjwt to an obligation to [eep all
such information confideniial in the same maotrer as the p*ryt

(c) To a consultan! confiactor or subconfrastor that has a bona nae need to be
informed;

(d) To any financing source for operations herer'der,
lersons providing debt or equity infirsions; or
To--a goveinnrental agsncy or to the public which the disclosing party
be-licvep in good faittr is required by pertinent law or regul*ion or thl
rules ofany stock exchange. 

-

In any case to which this sectiong.2 is applicable, unless unived in writing, the disclosing party
slull give notice to the other Party * leasiLnirOl'O"vr before the making iisrrch disclosue.

9'3 Duration of Confidentif,lity. The provisions of this Article IX shall apply duringthe term ofthis Agreeurent and for apcriod ortrri tzl ycars following termination.

ABTIp,I,E X

qENEML PROIITSrONS

l0'l Notices. All notices, payments, ord other required communications ("Notices,,)
to the Parties shnll be in uriting-and shall ue aiOressed rwpwtively as iollo*rs,

Ifto Oso:

including banks or

(e)

Oso Ene,tgy Resourc€s Corp.
900 Main Avenue, Suite D
Durangq Colorado Bl301
Atteirtion: Brad Boyce
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If to Andalor:
AI{DALEX Resources, Inc.
45 West 10000 South Suite 401
Sandy, Utah 8/lA70
Attention: Douglas H. Smith, presidefi

All Notices shall. pe gvT (D by personal delivery to the Party, or (ii) by elechonic
commudcation, with a confinnation simuttu*ously sent by registered-or certihdmail return
ryTlp! requested, or (iii) bJ regrstered or **nia*"it tin o t*eipt requesred. All Notices
shall be effective and shati U-Ae"ttreO delivered (D if by personal delivcry on the date ofdelivery, if delivered dlting normal busirrcss hours, and, if not delivered d*id normal businesshours, on the next^busingss day fotlowfui ;fu;i, gii if by elecbonic communicarion on thene'd business day followrre deipt of thJ electonic .orm*i"*io,ru and (iii) if solely by rnailon the nort business day after acti,at receipt. e i.ry may change i15 aaalsi by Notice to theother Party.

l0'2 Waiver. The failure of a Party to insist on the stict perfomrance of any provision
of this Agreement or to exercise any right, po*.r, or remedy opon a breach trcrcot-snau not
constitute a waiver of any povision of-tfti* ngrc"tt*t or limit-the party's right thereafter to
enforce any Fovision or excrcise any right. 

e

t0'3 Modification- No modification of this Agreement shall be valid unless made intrnitittg and duly qocuted by the parties.

l0'4 Force tvlajetrre. fuiything to the contary hrcin notrrithstanding the obligationsof a Party shall be suspenCea to the 
"*tint 

and for ttre period that perfomrance is prevented by
any Gaus€, whethcr foresceable or rmforeseeable, beyond its rsasonable contnol, including,
without limitation-,.tabor disputes Oowever r-irG and whether or not employee demands arereasonable or within the power of ttne Party to gru*o; acte of God; laws,'{ulations, orrders,prcclamations, ittshtclions or requests of any goicrmlent or governmental-*frty; judgments or
-o.td€t* of any .o,mi inability to obtain oo 

'.d*ouuly 
accqtable terms any public ir privarc

license, p€mtit or other authorization; currailmeni L ,*p"nsion of activitiesioremedy or avoidm actual or atleged" present or prospective violation oi fea"*t, state, or localstandards; acG of war or conditions arising out of or auributabie to unar, whether doclared orundeclare4 riot, civil stife' insrrnection oirebettion; fire, explosion, eartlrqualcg storul floo4
sink holes, &ought or other adverse rryeather condition; dehy ot ailui" by suppliem ortransportcrs of materials, parb, supplies, services, or equrpment or by *ntr."tote orsubconfiacrtors' shortage of, 

-or 
iriauiliti to Luin, lat'or, turi.potation, materials, machitr€v,

:qIiPT*L supplies, utilities or services; accidents; brealcdown of equipmen! machinery or
{scilitios; or€ny other sause wherher similar or dissimilar to the foregoing. The affected pafi'l
shall promptly give notice to thc other Party ortlre-s,rspension of perfonnmc€, stating thercin thl
5ntrc."lF. suspension, the reasons thereiore, and the .*p.*t*a'durstion thereof. nre atrestedPafiy shall resurne perforrnance as so.ln as realnnablypossible.
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l0'5 Ooverning Law. This Agreement shall be governed by and interprercd inaccordance with the laws of the state of utih, ri..O for its d; pertaining to conflic6 of laws.

10'6 Furtlrer Assurances. Each of the Parties agrees to take from time to time suchactions and qrecute such additional i""trrr;B m t*v be r€asonably neccs$ary or convenient toimplement and crry out the intent and p.rpose of this Agreement.

l0'7 Sunrival of Tetms and Conditions. The terms ard provisions of this Agreementshall nrvive its termination to the firll octent nec€ssary for their enforcement and the protectionof the Party in whose favor they run.

l0'8 Entire-Agreemeirt; $uccessors and Assigns. This Agrcement contains the entire
of the partie.s anO zuperseAes all prior agreern€nts and understandings betrueeir thePuties reJating to the subject ruttcr hereof. this Agreement shall be binding upon and inure tothe benefit of the tespectioe successors and assigns of the parties, which right of assignment ofthis-Agrcement 

T{ th" Propetties is hereby expressly mknowledged. In the eveirt of anycottflict betrreen this Agreement and any n*i,iuiiuttr"hod hereto, the tcrms of this Agrwmcntshall be conuolling.

10.9 Insurance. The parties agee to
stardard in the ind'stry for the risks *io.iutrc
Ageernent.

carr], insurance in amormts and coverages
with their respective companies under this

IN WITNESS VIIEREOF, the partics hereto have executed this Agreerne,nt effective asofth date first above nnitten.

OSO ENERGY RESOURCES CORP.

AIVDALEX RESOURCBS, INC.

By:
uglas H.-Smith
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Abcrdecn Opemting Agreement
Erhibit..At

Lease Licting and Statug

cave and critchlow oil and Ges Lease, signed Febnrary & 2006
Sestion 3l ofTownship l}souih R"ndl I East, sll, ffizacr€s mone or less.
sestion 6 o.fTouqshipl3 south R""g; I i E rt, all, 320 acnes more or less.
All properties are located in Carbon dounty, Utah.

Mathis oil and cS !:pe, agrced to and uraiting on signature as of February 13, 2006section 36 of Toumship 12 South n*rgJro East, all, &lacres mone or less.All properties are located in Carbon Ci*ty,Utut .

Additional leases orproperties may be added to this Exhibit if srrch properties are slrown to beintegral part of the prodrry that is associated with the mine and gob gas.
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Elhibil aB'

Aberdeen $urfece ugc plen for Gethcring Mhe Gob Grs
2006

-Gathenng and tansporting gss firom the existing and future mine ventholes at the Aberdeen
Ylry will-require a semi'moUile low pressurE gas gathcring ard trursporation system .
Additionalln surface own€nl have requested tlrat the r*d impact tc minimizio without
compromising th.e sy€tem and preferabty be installed such thst rcmoval has minimal snrfaceimpact as wdl. Oso has negotiateu surfice ur. rigiltr as well as the oil and gps righb forthesepropertics.

To accomplish such, 1is prcposed to lay srrface steel or poly lines and gathering headers thatcan be moved as neoded and-removed when the final gss ilasbe€n collccted. Individual vent well
collection systems will use flexible pipe made 

"irrrgr, 
strengrh poly that is specifically

conshrcted to withstand the weathei ilements 
"oroioo 

in this nd Where *Ur orjeep Gailsare crossed, thc lines will bc buried to protect the lines from vehicle darrage.

Andalex, the mine operator, hns surface rights to instatl oquipment forthe mine workings. This
inclrrdes but is notlilit{ to the gob holes-ard associatdiqirip**t. Oso will work with
futdalex in deterrritilg the most-sensible placement of the iasgathering and transportationequipmenr Due to mjning plan_djustnenis this rnay require prcviously-installed quipment tobe move'4 allowing rg l siecific mining r.ililti;rrtilize such location in the event no other
location is availablc. This Ooes not rneuo-thatjust becurse a level spot has been constructed forgas gathering equipment that Andalex can tuli" o.ro such spot sinity bccause it saves them time
9d expense. Inthose instances wherc the parties can share a location and reduce surface
distu$ance, Andalex and oso agr€e to r"o*together.

The attach$ map prcvides the initial plan for the proposed location ofthe gas gathering nnd
tansportation equipment located above the actual'rii. in the Aberdecn coal seam. Until final
surveys and review by the Parties determines &atthis is the most efficient gathcring systerr and
caulrcs the least acceptable surface damage, this is included only as aplan ane roOincations areexpcctcd.
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P*2
Erhiblt (B'

' Ctagtedng system installation utilizing large diameter low pressure lines connccting gob
wells to ce'lrhal compresrlor location,lrcniaes rralves and alt associated hndware.

$400,000

' Construct cental compreslor site and install oompr€rxrors, likely rontals initially, with all
valves and other assoc.iated equipmeirt.

$400,000

' Construct delivery line to tran$port gas to sales point or gas plant, appmoximately 5 milesto the norttr of the pruperties. ti"l.,ci water line in same-trench. Line shall be sized to
hnndle at minimum t0,000 mcfd. Cost to includes surface and damage fees.

$2,631$00

o Plan for additional panel hookups to cental comprcssor as mining 
ffiffi"
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