STATE OF NEW MEXICO
ENERGY, MINERALS AND NATURAL RESOURCES DEPARTMENT
OIL CONSERVATION COMMISSION

APPLICATION OF THE NEW MEXICO OIL CONSERVATION DIVISION,
COMPLIANCE AND ENFORCEMENT BUREAU FOR A COMPLIANCE
ORDER AGAINST CANO PETRO OF NEW MEXICO, INC., FOR WELLS
OPERATED IN CHAVES AND ROOSEVELT COUNTIES, NEW MEXICO,

CASE NO, 16040

PRE-HEARING STATEMENT

This Pre-hearing Statement is submitted by Cano Petro of New Mexico Inc. by
and through its undersigned counsel, Ernest L. Padilla, PADILLA LAW FIRM, P.A., as
required by the Oil Conservation Division,

APPEARANCES OF PARTIES

APPLICANT:
Cano Petro of New Mexico, Inc.
PO Box 4470
Tulsa, OK 74159

ATTORNEY: Ernest L. Padilla
Padilla Law Firm, P.A.
PO Box 2523
Santa Fe, New Mexico 87504
(505) 988-7577
padillalaw@qwestoffice.net

OPPOSITION OR OTHER PARTY:

ATTORNEY:

STATEMENT OF CASE

APPLICANT:

OPPOSITION OR OTHER PARTY:

Cano Petro of New Mexico, Inc. (“Cano Petro™) is currently in financial distress. Cano
Petro and other associated entities are wholly owned subsidiaries of NBI Services, Inc.



(“NBI Services™), and are defendants in a foreclosure action brought by Crossfirst Bank,
a Kansas banking corporation. A copy of the complaint is attached hereto as Exhibit A.
NBI Services encountered financial problems when the holder of 30% of the bank notes
put its sharc up for sale. A hedge fund specializing in distressed bank debt, Arena
Capital, purchased the 30%. The loan matured in December 17, 2017, Crossfirst Bank,
provided renewal terms which NBI Services, Inc. accepted. However, Arena Capital
refused to agree and instead demanded unreasonable and unacceptable monthly fees for a
thirty (30) day extensions.

Arena Capital then applied pressure on Crossfirst Bank to foreclose on the properties,
threatening suit on the Crossfirst Bank.,

NBI Services, Inc. has commenced a plan for filing for protection under Chapter 11 of
the bankruptcy code, and has engaged legal and financial advisors and working on a plan
to sell all the properties including the properties in New Mexico.

PROPOSED EVIDENCE

APPLICANT
WITNESSES E5T, TIME EXHIBITS
Phil Burch, CFO or other 15min. Exhibit A attached
NBI Services employee
QPPOSITION

WITNESSES EST. TIME EXHIBITS

PROCEDURAL MATTERS

None at this time, but upon the filing of a bankruptcy proceeding an automatic stay may

apply.
PADILLA LAW FIRM, P.A.

By/s/ ERNEST L. PADILLA
Ernest L. Padilla
P.O. Box 2523
Santa Fe, New Mexico 87504
(505) 988-7577
padillalaw(@gwestoffice.net




CERTIFICATE OF SERVICE

T hereby certify that a frue and correct copy of the foregoing Pre-Hearing
Statement was served by e-mail to Keith.Herrmann(@state.nm.us, Keith Herrmann,
Assistant General Counsel, New Mexico Qil Conservation Division and William
V.Jones(@state.nm.us, William V., Jones, Hearing Examiner for New Mexico Qil
Conservation Division, sfrerichs@jsslaw.com, Scott F. Frerichs, One East Washington
Street, Suite 1900, Phoenix, AZ, 85004-2554, on this 28" day of March, 2018,

/s ERNEST L. PADILIA
ERNEST L. PADILLA




IN THE UNITED STATES DISTRICT COURT
FOR THE NORTHERN DISTRICT OF OKLLAHOMA.

(1) CROSSFIRST BANK, a Kansas
Banking Corporation,

Plaintift,
V.

(1) NBI PROPERTIES, INC. an Oklahoma
corporation;

(2) N B I SERVICES, INC,, an Oklahoma
corporation,;

(3) ORVILLE B, NICHOLS, individually,
(4) RICHARD 1. NICHOLS, individually;
(5) NICHOLS BROTHERS, INC,, an
Oklahoma corporation;

(6) CANO PETROLEUM, INC,, a
Delaware corporation;

(73 LADDER COMPANIES, INC,, a
Delaware corporation;

(8) W.0. ENERGY OF NEVADA, INC., a
Nevada corporation;

(9) DALCO PETROLEUM, INC,, an
Oklahoma corporation;

(10) GRANT OIL AND GAS
CORPORATION, an Oklahoma
corporation;

(11) THE NICHOLS COMPANIES, INC,,
formerly known as NOCO Investment Co,,
Ine., an Oklahoma corporation;

(12) THE OPERATING COMPANY, an
Oklahoma corporation;

(13) TULSA ENERGY, INC., an Oklahoma
corporation;

(14) TULSA PETROLEUM RESOURCES,
INC., an Oklahoma corporation;

(15) VP SUBCO, INC.,, an Oklahoma
corporation;

(16) YALE AVENUE, LTD,, an Oklahoma
corporation;

(17) RED WATER RESOURCES, INC,, an
Oklahoma corporation;

(18) CANO PETRO OF NEW MEXICO,
INC.,, a Texas corporation,

(19) SQUARE ONE ENERGY, INC., a
Texas corporation;

Fry H D
MAR 1 ¢ 2018 -

o
U.Sml)kl,"“ MGGy CJ
- DISTRIGY dOU?ﬁ‘rfis

igcy 149 7TCK = JF

Casge No.

L N L N N, NP NI g S ST L G T S, N W, N N S VG P, T, NV S L L L L L L W W N, VL S L L . S, SO L WL N N WL S W S S N N L N )




(20) WO ENERGY, INC., a Texas
corporation;

(21) W.0. OPERATING COMPANY,
LTD., a Texas limited partaership;

(22) W.0. PRODUCTION COMPANY,
LTD., a Texas limited partnership; and
(23) HARVARD PROPERTIES, INC.,, an
Oklahoma Corporation,
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Defendants.

COMPLAINT

CrossFirst Bank, a Kansas banking corporation, on behalf of itself and as administrative
agent and collateral agent for certain lenders desciibed more particularly herein below
(“CrossFirst”), hereby makes its Complaint against defendants, a:nd alleges and states as follows:

PARTIES, JURISDICTION AND VENUE

1. CrossFirst is and was at all times mentioned herein, a banking corporation duly
organized and existing under the laws of the State of Kansas, with its principal place of business
located in Leawood, Kansas. CrossFirst is a citizen of the State of Kansas. CrossFirst is
authorized to bring this action on its own behalf, and as administrative agent and collateral agent
for Arena Limited SPV, LLC, successor-in-interest to Origin Bank, formerly known as
Community Trust Bank, Kirkpatrick Bank and Valley National Bank, lenders signatory
(sometimes referred to herein collectively as the “Lenders”) to that certain Revolving Credit
Agreement, dated effective as of December 18, 2014, see Exhibit “1” hereto, as amended by the
Tirst Amendment thereto dated as of June 19, 2015, see FExhibit “1-A” hereto, as further
amended by the Second Amendment thereto dated as of November 20, 20135, see Exhibit “1-B”
hereto, as further amended by the Third Amendment therefo dated as of June 30, 2016, see

Exhibit “1-C” hereto, as further amended by the Fourth Amendment thereto dated as of

December 15, 2016, see Exhibit “1-D” hereto, as further amended by the letter agreement dated



as of May 18, 2017, sce Exhibit “1-B” hereto, and as further amended by the Fifth Amendment
thereto dated as of June 15, 2017, see Exhibit “1-F” hereto (collectively, the “Revolver”),

2. NBI PROPERTIES, INC. (“NBI”), an Oklghoma corporation with its principal
place of business located in the State of Oklahoma, is a citizen of the State of Oklahoma.

3. N B I SERVICES, INC. (“Services”, together with NBI are sometimes referred to
herein collectively, as the “Initial Borrower™), an Oklahoma corporation with its principal place
of business located in the State of Oklahoma, is a citizen of the State of Oklahoma.

4, ORVILLE B. NICHOLS (“Orville Nichols”), an individual who resides in Tulsa
County, State of Oklahoma is a citizen of the State of Oklahoma,

3. RICHARD J. NICHOLS (“Richard Nichols”), an individual who resides in Tulsa
County, State of Oklahoma, is a citizen of the State of Oklahoma.

6. NICHOLS BROTHERS, INC. (“Nichols Brothers”, together with the Initial
Borrower are sometimes refetred to herein collectively, as the “Borrower”), an Oklahoma
corporation with its principal place of business located in the State of Oklahoma, is a citizen of
the State of Oldahoma,

7. CANO PETROLEUM, INC. (“Cano”), a Delaware corporation with its principal
place of business located in the State of Texas, is a citizen of the States of Delaware and Texas.

8. LADDER. COMPANIES, INC, (“Ladder”), a Delaware corporation with its
principal place of business located in the State of Texas, is a citizen of the Sfates of Delaware
and Texas.

9. W.0. ENERGY OF NEVADA, INC. (“WO Nevada”), a Nevada corporation
with jts principal place of business located in the State of Texas, is a citizen of the States of

Nevada and Texas.



10. DALCO PETROLEUM, INC. {(“Dalco™), an Oklahoma corporation with its
principal place of business located in the State of Oklahoma, is a citizen of the State of
Okiahoma.

11, GRANT OIL AND GAS CORPORATION (“Grant”), an Oklahoma corporation
with its principal place of business located in the State of Oklahoma, is a citizen of the State of
Oklahoma. .

12.  THE NICHOLS COMPANIES, INC., formerly known as NOCO Investment Co.,
Inc. ("Nichols Companies”), an Oklahoma corporation with its principal place of business
loeated in the State of Oklahoma, is a citizen of the State of Oklahoma.

13, THE OPERATING COMPANY (“Operating™), an Oklahoma corporation, with
its principal place of business located in the State of Oklahoma, is a citizen of the State of
Oklahoma.

14, TULSA ENERGY, INC. (“TEI"), an Oklahoma corporation with its principal
place of business located in the State of Oklahoma, is a citizen of the State of Oklahoma,

15. TULSA PETROLEUM RESOURCES, INC. (“TPR*), an Oklahoma corporation,
with its principal place of business located in the State of Oklahoma, is a citizen of the State of
Oklahoma.

16. VP SUBCO, INC. (“Subco™), an Oklahoma corporation with its principal place of
business located in the State of Oklahoma, is a citizen of the Sfate of Oklahoma.

17. YALE AVENUE, LTD, (“Yale”), an Cklahoma corporation with its principal -

place of business located in the Stafe of Oklahoma, is a citizen of the State of Oklahoma.



18, RED WATER RESOURCES, INC, (“RWR™), an Oklahoma corporation with its
principal place of business located in the State of Oklahoma, is a citizen of the State of
Oklahoma,

19, CANO PETRO OF NEW MEXICO, INC. (*Cano New Mexico”), a Texas
corporation with its principal place of business located in the State of Texas, is a citizen of the
State of Texas.

20. SQUARE ONE ENERGY, INC, (“Square One”), a Texas corporation with its
principal place of business located in the State of Texas, is a citizen of the State of Texas.

21, WO ENERGY, INC. (WO Energy”), a Texas corporation, with its principal place
of business located in the State of Texas, is a citizen of the State of Texas, WO Energy is the
general partner of WO Operating and WO Production.

22, W.0. OPERATING COMPANY, LTD, (“WO Operating”) is a Texas limited
partnership with its prineipal place of business located in the State of Texas. Upon information
and befief, none of the partners of WO Operating are citizens of the State of Kansas,

23.  W.O. PRODUCTION COMPANY, LTD. (“WO Production”) is a Texas limited
partnership, with its principal place of business located in the State of Texas. Upon information
and belief, none of the parthers of WO Operating are citizens of the State of Kansas.

24, HARVARD PROPERTIES, INC. (“Harvard”), an Oklahoma corporation with its
principal place of business located in the State of Oklahoma, is a citizen of the State of
Oklahoma,

25, Cano, Ladder, WO Nevada, Dalco, Grant, Nichols Companies, Operating, TEI,
TPR, Subco, Yale, RWR, Cano New Mexico, Square One, WO Energy, WO Operating, and WO

Production are sometimes referred to herein individually and collectively as the “Initial



Affiliates”. The Initial Affiliates and Harvard are sometimes referred to herein individually and
collectively as the “Affiliates”.

26.  The amount in controversy in this action exceeds the sum or value of $75,000,
exclusive of interest and costs.

27.  This Court therefore has jurisdiction of this action pursuvant to 28 US.C, §
1332(a).

28. A substantial part of the events or omissions giving rise to the claims asserted
herein occurred in the Northern District of Oklahoma, thus, venue properly lies in this Court
pursuant to 28 U.S.C. § 1391(b)(2).

29.  Additionally, each defendant has consented to the jurisdiction of this Court and to
venue in this district pursuant to the terms of the Revolver, or the terms of certain guaranty
agreements deseribed below, each with an effective date of December 18, 2014,

BACKGROUND

30.  On or about December 18, 2014, the Lenders and Initial Borrower entered info the
initial Revolving Credit Agreement, On or about the same date, Initial Borrower and certain of
the Initial Affiliates executed and delivered the mortgages and deeds of trust (collectively, the
“Initial Mortgages™), the Pledge, Security Agreement and Assignment (the “Initial Security
Agreements™), financing statements (collectively, the “Initial Financing Statements”), Orville
Nichols and Richard Nichols each executed and delivered his Collatexal Assignment of Life
Insurance Policy (collectively, the “Assignments™), Initial Borrower executed and delivered
certain promissory notes (collectively, the “Initial Revolver Notes™), Orville Nichols and Richard
Nichols each executed and delivered their Guaranty Agreemént (the “Individual Guaranties™),
Nichols Brothers executed and delivered its Guaranty Agreement (the “Nichols Brothers
Guaranty”) and the Initial Affiliates each executed and delivered their Guaranty Agreements
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{the “Initial Affiliate Guaranties), and on or about June 30, 2016, Haxvard executed and
delivered its mortgages and deeds of trust (collectively, the “Harvard Morfgage”, together with
the Initial Mortgages are sometimes referred to herein collectively as the “Mortgages”), the
Pledge, Security Agreement and Assignment (the “Harvard Security Agreements”, together with
the Initial Security Agreements are sometimes referred to herein collectively as the “Security
Agreements”), financing statements (the “Harvard Financing Stafements”, together with the
Initial Financing Statements are sometimes referred to herein collectively as the “Financing
Statements™), and Harvard executed and delivered its Guaranty Agreement (the “Harvard
Guaranty”, together with the Individual Guaranties, the Nichols Brothers Guaranty and the itial
Affiliate Guaranties are sametimes referred to collectively herein as the “Guaranties”), and on or
about December 15, 2016, Initial Borrower and Harvard (sometimes referred to herein
collectively as “Borrower™) executed and delivered certain promissory notes (collectively, the
“Revolver Notes™), each being described more particularly below, in favor of CrossFirst.!

31.  Pursuant to the Loan Documents, Lenders established a revolving line of eredit in
favor of Initial Botrower in the original maximum amount of $75 million. See Exhibit “1”. As a
result of certain amendments, renewals, modifications and extensions thereof, the Loan -
Documents requiré that all unpaid and outstanding principal and accrued but unpaid interest due
and owing to Lenders by Borrower was to be paid on the final maturity date of October 15, 2017.
See Revolver Notes, attached hereto as Exhibits #2”, “2-A”, “2-B” and “2-C”.

32.  To secure all payments due under the Revolver and the Revolver Notes and all

renewals, extensions, changes in form, replacements, consolidations, modifications and

! The Revolver, Mortgages, Security Agreements, Financing Statements, Assignments, Revolver
Notes and Guaranties, as amended, renewed, modificd and extended, are sometimes referred to
herein collectively as the “Loan Documents.”



rearrangements, and all other indebtedness owed to Lenders then or thereafter created, Borrower
and Affiliates mortgaged to CrossFirst all of their respective rights, titles and interests in certain
real property located in the States of Texas, Louisiana, Oklahoma and New Mexico as more fully
described in the exhibits attached to the Mortgages. Borrower, Initial Affiliates, and Harvard
also morigaged to CrossFirst all of their respective rights, titles and interests in certain oil and
gas leases and the accounts, proceeds, agreements, fixtures, machinery, equipment,
hydrocarbons, and other items associated with the leases, See Deed of Trust, Security
Agreement, Financing Statement and Assignment (Texas), attached hereto as Exhibit “3”;
Mortgage, Collateral Assignment and Secwity Apreement (Louisiana), attached hereto as
Exhibit “3-A”, Mortgage, Sccurity Agreement, Financing Statement and Assignment
(Oklahoma), attached hereto as BExhibit “3-B”, Mortgage, Security Agreement, Financing
Statement and Assignment (New Mexico), attached hereto as Bxhibit “3-C”; Deed of Trust,
Secuity Agreement, Financing Statement and Assignment (T'exas), attached heveto as Exhibit
“3.p” and Mortgage, Security Agreement, Financing Statement and Assignmen{ (Oklahoma),
attached hereto as Exhibit “3-E”. After the execution of the Mortgages, certain of the interests
covered by the Mortgages were released of record, See Exhibits “3-F, “3-G” , and “3-H”
attached hereto (the “Partial Releases™). As a result of the Partial Releases, the remaining real
property, improvements, fixtures, hydrocarbon, mineral and other interests that are covered by
the Mortgages are sometimes referred to herein collectively as the “Mortgaged Properties”.

33.  The Mortgages also contained assigninents from Borrower and Affiliates to
CrossFirst of all hydrocarbons and other minerals, and the proceeds therefrom, produced or to be
produced from Borrower’s and Affiliates’ interests in the oil and gas leases, mineral interests,

properties and other interests then or thereafter constituting part of the Mortgaged Properties, as



well as proceeds payable or due to become payable to Borrower and Affiliates under their
respective leases, assignments and contracts and any amounts, revenues or income payable to
Borrower and Affiliates under any gas pipeline or processing plant or unit then or thereafter
constituting part of the mortgaged real property. See Bxhibits “3”, “3-A”, “3-B”, “3-C”,*3-D”,
and “3-E”,

34, Pursuant to the Mortgages, Security Agreements and Assignments, CrossFirst was
granted a first priority, continuing and continuous security interest in all of the then-owned and
after acquired Collateral and Other Collateral, including, but not limited to, the intangible and
personal property of Borrower and Affiliates, and the operational rights of the Borrower and
Affiliates (as defined in the Mortgages, Security Agreoments and Assignments, and referred to
herein as the “Personal Property™). Id,

35.  CrossFirst has filed with the appropriate state authorities its Mortgages and UCC
Financing Statements, perfecting its security interests in the Personal Property. See Schedule of
Filings - Mortgages and UCC Financing Statements, attached hereto as Bxhibit “4”.

36.  As of the filing of this Complaint, CrossFirst is the proper party in interest to
bring an action to enforce the Lenders’ tights and remedies granted by the Loan Documents. See
Exhibits “1” through “1-F”,

37.  Pursuant to the Revolver, Borrower agreed to pay, when due and owing, all
Indebtedness (as defined in the Loan Documents). See Bxhibits “1” through “1-F”.

38,  The Loan Documents provide that if Borrower fails to make any monthly or other
scheduled payment when due or fails to duly observe, perform or comply with any covenant,
agreement or term contained in the Loan Documents, CrossFirst may immediately declare the

Revolver terminated and declare the Revolver Notes and any other Indebtedness (as defined in



the Loan Documents) owed by Borrower to Lenders immediately due and payable. See Exhibits
“1* through “1-£”,

39.  Additionally, in the event of default, all liens evidenced by the Loan Documents
shall be subject to foreclosute at CrossFirst’s option. See Exhibits “3” through “3-E”.

40,  Borrower failed to pay all unpaid and outstanding principal and interest due and
owing by the final maturity date of October 15, 2017, and is therefore in default of the Loan
Documents. |

41.  As of March 14, 2018, the total aggregate amount outstanding under the Loan
Documents was $29,683,550.34, consisting of $29,087,695.09 in principal, $594,355.25 in
interest, and $1,500 in late fees, plus other charges including but not timited to legal fees and
expenses, with interest accruing on the outstanding principal balance thereafter at a per diem
defauli rate of $7,069,9258899,

42, Pursuant to the Guaranties, Orvilic Nichols, Richard Nichols, Nichols Brothers
and the Affiliates (sometimes referred to herein collectively, as the “Guarantors”), jointly and
severally guaranteed to CrossFirst, absolutely, unconditionally and irvevocably, the prompt
performance and payment when due, whether at maturity, by acceleration or otherwise, and at
any and all times thereafter, of the indebtedness, liabilities and obligations, of every kind and
nature of Borrower to Lenders, as evidenced by the Revolver Notes and other Loan Documents,
including, without limitation, the principal, interest, commitment fees, non-usage fees, agency
fees, attorney’s fees, filing, recording and other perfection costs, out-of-pocket expenses, court
costs and collection expenses and costs (all of the foregoing being hereinafier collectively

reforred to as the “Guaranteed Obligations”), See Exhibit “5” (Individual Guaranties); Exhibit
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“5-A (Nichols Brothers Guaranty); Exhibit “3-B” (Initial Affiliate Guaranties) and Exhibit “5-
C” (Harvard Guaranty).

43,  Pursuant fo the Guaranties, each Guarantor agreed that such Guarantor’s liability
under its Guaranty shall be joint and several and primary and direct, and that CrossFitst may
pursue each Guarantor immediately and directly without first (a) pursing any remedy against
Borrower or any other Guarantor, (b) commencing or obfaining any judgment against Borrower
or any other Guarantor, or (c) foreclosing or realizing on any security interest in any property of
Borrower or any Guarantor in which CrossFirst holds a security interest.

FIRST CAUSE OF ACTION
Declaratory Judgment

For its first cause of action, CrossFirst incorporates the fovegoing paragraphs of this
Complaint and further alleges and states as follows:

44, A coniroversy exists as to the rights of CrossFirst against each defendant as to the
following and therefore, CrossFirst sceks entry of a declaratory judgment establishing that the
following are trne and correct statements of fact:

45.  Default has been made upon Loan Documents in that the payments set out therein
have not been paid as and when due by Borrower.

46,  The Loan Documents provide that all costs and expenses, including attorneys’
fees, incurred by CrossFirst in protecting and enforcing its rights under the Mortgages constitute
a demand obligation owing by Borrower to CrossFirst and shall draw interest at the Default Rate
(as defined in the Loan Documents) and shall be added to and constitute a portion of the
Indebtedness (as defined in the Loan Documents), See Exhibit “3” through Exhibit “3-E”,

47.  CrossFirst has complied with all the terms, conditions and provisions of the Loan

Documents and is duly empowered to bring this suit,
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48.  The total amountlof CrossFirst’s claim, including all amounts which continue to
accrue thereon, is secured by the Mortgages, Security Agreements and Assignments and
constitutes a first, prior and superior lien upon the Mortgaged Properties, Personal Property and
all associated interests (collectively, the “Property”).

CrossFirst reserves the right to seek entry of an order directing foreclosure of its lien
rights in the Property.

SECOND CAUSE OF ACTION
Money Judgment

For its second cause of action, CrossFirst incorporates the foregoing paragraphs of this
Complaint and further alleges and states as follows:

49, Pursuant to the terms of the Loan Documents, Borrower is liable for the fnll
amount of CrossFirst’s claims including all amounis which continue to accrue thereon,

50.  As of March 14, 2018, the total aggregate amount ouistanding under the Loan
Documents was $29,683,550.34, consisting of $29,087,695.09in principal, $594,355.25 in
interest, and $1,500 in late fees, plus other charges including but not limited to legal fees and
expenses, with interest accruing on the outstanding principal balance therealter at a per diem
default rate of $7,069.9258899, CrossFirst is entitled to an in personam money judgment against
Borrower, jointly and severally, for all such amounts.

THIRD CAUSE OF ACTION
Foreclosure of Mortgages

For its third cause of action, CrossFirst incorporates the foregoing paragraphs of this
Complaint and further alleges and states as follows:
51.  Borrower and Affiliates are in default under each Mortgage by virtue of its

defanlts under the Loan Agreements and CrossFirst is enfitled to have the Mortgages foreclosed.
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WHEREFORE, CrossFirst requests that it recover a judgment from and against all
Defendants on CrossFirst’s third cause of action (i) declaring CrossFirst’s mortgage liens on the
Mortgaged Properties to be valid, first and prior mortgage liens for the amount of the judgment
awarded to CrossFirst on its second cause of action; (ii) ordering the Morigages foreclosed and
the Mortgaged Properties sold, with or without appraisement, as CrossFirst may elect, with the
proceeds of such sale to be applied by CrossFirst to all costs herein and then to the payment of
the judgment awarded to it herein, with the surplus, if any, paid into the Court; (ifi) determining
that the rights of defendants in and to the Mortgaged Properties are inferior and subordinate to
the liens of the Mortgages, and that upon confirmation of the sale of the Mortgaged Properties,
defendants and all persons claiming by, through or under them, be forever batred, foreclosed and
enjoined from asserting or claiming any tight, title, interest, estate, or equity of redemption in or
to the Mortgaged Properties, or any part thereof; and (iv) for such further relief as the Court may
find appropriate.

FOURTH CAUSE OF ACTION
Personal Property

For its fourth cause of action, CrossFirst incorporates the foregoing paragraphs of this
Clomplaint and further alleges and states as follows:

52.  Default has been made upon Loan Documents in that the payments set out therein
have not been paid as and when due.

53,  The Loan Documents provide that in case of a foreclosure of the Security
Tnferests in the Personal Property described therein, the Borwower and Affiliates will pay
atiorneys’ fees as therein provided and that the same shall be a further charge and lien upon the

Personal Property.
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54.  CrossFirst has complied with all the terms, conditions and provisions of the Loan
Documents and is duly empowered to bring this suit.

55, The total amount of CrossFirst’s claim, including afl amounts which continue fo
acerue thereon, is secured by the Borrower’s and Affiliates’ Personal Property and constifutes a
first, prior and superior lien upon the same.

56.  CrossPFirst is entitled to an order for delivery of the Personal Property and to bave
the same sold at a comumercially reasonable sale thereafter,

FIFTH CAUSKE OF ACTION
Suit en Guaranties

For its fifth cause of action, CrossFirst incorporates the foregoing paragraphs of this
Complaint and further alleges and states as follows:

57.  Borrower is in default under the texms of the Loan Documents. Despite demand
for immediate payment of all amounts due under the Loan Documents, Borrower has failed to
pay all such amounts and Borrower is indebted for the amount ouvtstanding under the Loan
Documents, as set forth in paragraph 41 of this Complaint,

58,  Pursuant to the Guaranties, the Guarantors are, joinily and severally, indebted for
the Guaranty Obligations.

59.  Asof March 14, 2018, the Guaranty Obligations are in the total aggregate amount
of $29,683,550.34, consisting of $29,087,695.09in principal, $594,355.25 in interest, and §1,500
late fees, plus other charges including but not limited to legal fees and expenses, with inferest
accruing on the outstanding principal balance thercafler at a per diem default rate of

$7,065.9258899.
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SIXTH CAUSE OF ACTION
Appointment of Receiver

For its sixth cause of action, CrossFirst incorporates the foregoing paragraphs of this
Complaint and further alleges and states as follows:

60.  Borrower has failed to perform the terms. and conditions of the Loan Documents,
mclnding, but not limited to, the failure to make the payments due thereon and the failure to cure
defaults after due notice and demand.

61.  The Mortgages provide that in the event of default, CrossFirst shall be entitled to
the appointment of a receiver. See Exhibits “3” through Exhibit “3-E”,

62.  Pursnant to Federal Rule of Civil Procedure 66, federal common law and Okla.
Stat, tit, 12, § 1551(2)(c), CrossFirst is entitled to the immediate appointment of a receiver to
take possession of the Property, protect and preserve the same and, if appropriate, liquidate the
same,

63.  CrossFirst has filed a separate motion seeking an immediate hearing and the entry
of an order appointing a receiver over the Property,

REQUEST FOR RELIEF

WHEREFORE, CROSSFIRST REQUESTS a judgment in personam against
Borrower, and each of them, in the total aggrepate amount of $29,683,550.34, which consists of
principal in the amount of $29,087,695.09, plus interest accrued to March 14, 2018, at the default
rate, in the amount of $594,355.25, interest acerning thereafter at the per diem default rate of
$7,069.9258899, accrucd late charges of $1,500, and for all additional interest, reasonable
attorneys® fees, costs, and expenses in connection with as provided by law and according o the

terms of the Loan Documents,
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CROSSFIRST FURTHER REQUESTS as to all Defendants an order from the Court
declaring the Mortgages be declared a valid first lien upon the Morigaged Properties, for and in
the amounts above set forth, the Mortgages be foreclosed and the Mortgaged Properties be sold,
with the proceeds applied to satisfy the judgment awarded herein to CrossFirst.

CROSSTIRST FURTHER REQUESTS an order from the Court that its Security
' Agreements be enforced so that all of Borrower’s and Affiliates’ Personal Property be liquidated
according to law and that the proceeds be applied to pay the money judgment requested above.

CROSSFIRST FURTHER REQUESTS a judgment in personam against Guarantors,
and each of them, in the total aggrepate amount of $29,683,550.34, which consists of principal in
the amount of $29,087,695.09, plus interest accrued to March 14, 2018, at the default rate, in the
amount of $594,355.25, interest accruing thereafter at the per diem default rate of
$7,069.9258899, accrued late charges of $1,500, and for all additional interest, reasonable
attorneys’ fees, costs, and expenses in connection therewith as provided by law and according to
the terms of the Loan Documents.

CROSSFIRST FURTHER REQUESTS an order from the Court appointing a receiver
herein as provided in the separate motion for such appointment filed contemporaneously
herewith.

CROSSFIRST FURTHER REQUESTS that the Court grant it such other and further

relief as is equitable and just.

16

- e,



3313253.6

A Prpfessional Corporation

500 Kennedy Building

321 South Boston Avenue

Tulsa, Oklahoma 74103-3313
918.592.9800 Telephone Number
918.592,9801 Facsimile Number
mark.craige@crowedunlevy.com
victor.morgan@crowedunlevy.com

Attorneys for CrossFirst Bank
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REVOLVING CREDIT AGREEMENT

THIS REVOLVING CREDIT AGREEMENT, dated effective as of December 18 2014,
is entered into between NBI PROPERTIES, INC. and N B I SERVICES, INC,, each an
Oklahoma corporation (individually and collectively, the "Borrower"), the Lenders sighatory
parties hereto (collectively, the “Lenders') and CROSSFIRST BANK, a state banking
corporation, as administrative agent and collateral agent for the Lenders signatory hereto from
time to time (the "Agent"),

RECITALS:

A Borrower has requested the Lenders and the Agent to refinance Borrower’s
existing revolving credit facility with its existing group of lenders (the "Existing Lenders") by
establishing in favor of the Borrower a revolving line of credit facility in (the maximum amount
of $75,000,000.00, subject to the Revolver Commitment Amount (initially stipulated to be
$50,000,000.00) wntil December 15, 2016 (the "Revolving Credit Commitment"), to be
evidenced by Borrower’s promissory notes payable to the order of the Lenders and dated as of
even date herewith (collectively, the "Revolver Notes"), the proceeds of which are to be used for,
among other things, (a) refinancing the existing aggregate outstanding principal balance of the
promissory notes issued to the Bxisting Lenders and all undrawn amounts on unexpired letters of
credit issued thereby as of the Closing Date, (b} acquisition of oil and natural gas reserves, (c)
fonding work-overs, enhancements and development of oil and gas properties in the normal
course of business, {d) general working capital and oil and gas capital expenditures, and (e)
issuance of standby letters of credit required in Borrower's business operations; and

B. Lenders are willing, by this Revolving Credit Agreement, to establish in favor of
Borrower the Revolving Credit Commitment for two (2) years until December 15, 2016, in the
maximum outstanding principal amount of $75,000,000.00 in payment and refinancing of the
agpregate owtstanding principal balance of the Revolving Loan made by the Existing Lenders, in
favor of the Borrower and for the purposes specified in clauses (b) through (e) of Recital A
above, all uporn the terms and conditions herein set forth, and upon Borrower’s granting in favor
of Agent, for the benefit of the Lenders, a continuing and continuous first and prior mortgage
lien, pledge of and security interest in certain oil and gas leasehold, mineral and mining interests,
all as more particularly described and defined in the Mortgages (as hereinafter defined), as
collateral and security for all indebtedness incurred pursuant to the Revolving Credit
Commitment;

NOW, THEREFORE, in counsideration of the mutual covenants and agreements
contained herein, and other good and valuable consideration, receipt of which is acknowledged
by the parties hereto, the parties agree as follows:

ARTICLE

CERTAIN DEFINITIONS

When used berein, the following terms shall have the following meanings:
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