Securities and Exchange Commission v. Nadel et al

Promissory Note
Date: October 13, 2010
Borrower: Quest Energy Management Group, Inc., a Texas corporation.
Borrower's Mailing Address:

Quest Enetgy Mariagement Group, Ing, .

64 8, Jacobs St. )
Albdny, TX 76430

Shackelford County

Lender: First National Bank Albany/Breckenridge, a national bank,
Place for Payment:

P.G. Box 2019 .
Albany, Shacketford County, Texas 76430, or any other place that Lender may designate in writing.

Principal Amount: $700,000.00

Annugl Intevest Rafe:  Six and One-Fourth Percent (6.25%)

Maturity Date: November 13,2013

Annual interest Rate on Matured, Unpaid Amounis: Six and One-Fourth Percent (6.25%)

Terms of Paynent {principal and interest):

The Principal Amount and interest are due and payable it 35 equal monthly installments of TWENTY-ONE
THOUSAND THREE HUNDRED SEVENTY-RIGHT AND NO/100 DOLLARS ($21378.00), beginning December 13,
2010, and thercafler on the thirteenth day of each succeeding month through October 13, 2013, and in one final
fnstallment on Novernber 13, 2013 in the amount of the unpaid principal and accreed, unpaid interest as of that date.
Payments will be applied first fo acerued interest and the remainder to reduction of the Frincipal Amount.

Security for Payment:  This note is secured by a deed of trust dated October 13, 2010 from Quest Energy
Management Group, Fic. to J. Randall Palmore, trustee, which covers the following real property:

Those ofl and gas leasehold estate, personal property and equipment on the Jeases as described in Exhibit A,
Other Security for Payntent: Ndne

Borrower promises to pay fo the order of Lender the Priticipal Amount plus iritetest at the Annuat Interest Rate.
This niote is payable atthe Place for Payment and according to the Tetms of Payment. All unpaid amounts are dye by the
Maturity Date. Afier niaturity, Borrower promisésto pay any unpaid principal balance plus interest at the Annual Interest
Rate on Matured, Unpaid Amounts.

If Botrawer defaults in the payment of this note or in the performance of any obligation in any instriment
securing or collateral to this note, Lender may dsclare the unpaid principal balarce, samed interest, and any other
amounts owed on the note immediately due. Notwithstanding any other provision of this note, in the event ofa defauit,
before exercising anyrofTiender's remedies under this noté or any deed of trust securing it, Lender wiil first give
Borrower written notice of definlt and Botrower will have ten days after notice is given in which to cure the default. If
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the default is not cured ten days aRer natice, Bommawer and each surety, endorser, and guarsntor waive gil demand for
paymen, présentation for payment, iotice of ntention to aceelerate maturity, notice of acoeleyation of! maturity, protest,
and notice of pfotest, to the extent permitted by law. !

Botower also promises to pay coutt costs and other costs and attoimey's fees assessed by a court if this siote i
placed in the hands of an attorey to caliect or gnforce the note. Borrowerwitl pay Lender these expenses on demang at
the Place for Payiment. These expenses will become part of ihie debt evidenced by the note and will be sgeured by any
security far payment..

Prepayment:  Bojrgwer mdy prépaythis note in any amount af any time before the Maturity Dale without penalty or
premium,

Application of Prepayment: Prepayments will be applied to installments on the last maturing principal,
and interast on that prepaid principal will immediately ceass to acorue.

Interest on the deht evidenced by this nofe will not exceed the maximu rate oramount of nonusurious interest
that may be tuntracted for, taken, reserved, charged, or received under law, Any Interest in oxcess of that inaximum
amount will be credited on the Principal Amoukt or, if the Prinelpal Arfiotnt has been paid, refunded. On any
acceleration or requiized or permitted prepayment, any excess interest wilf be canceled autornaticatly as of the acceleration
or prepayment or, If tfie excess Interest has already been paid, credjted ont the Principal Amount or, if the Principal
Amount has been paid, refundsd, This provision everrides any conflicting provisions in this note and all other
instrurients conceming the debt,

Each Borrower s responsible forafl obligations represented by this note.
When the context requires, singllar nouris and prorouns inglude the plural.

A default exists under this rote I£{1) (3) Boreower or (b) any ather person liablé ori any part of this note or who
prants a fien or secirily interest oni propetty as security for any part of this iote (an "Other Obligated Party™) falls to
timely pay or perforin any obligation or covenant in any written agreement between Eender and Borrower or any Other
Obligated Parly; (2) any warranty, covenant, or fepresentation int this niote or in any other written agreentent between
Lender and Borrower or any Other Obligated Paly is materlatly false when made; (3) a recelver is appointed for
Borrower, any Qther Obligated Party, or gny property oti which a lien or security interest is created as security (the
“Collateral Security”) for any part of this note; (4) aiy Collateral Security is assigned for the benefit of creditors; (5) a
bankruptey or insolveney proceeding is commenced by Borrower, 4 parinership of which Borrower is a general partoer,
or an Other Obligated Party; (6) (a) a bankruptey ot insolvency pracceding is commenced against Borrower 2
partnership of which Borrowerisa general partner, of an Other Obligated Pariy and (b) the proceeding continues withiout
dismissal for sixty days, the party against whom the proceeding Is commenced admits the material allegations of the
petition agafnst it, or an order for relief is entered; (7) any of the following parties is dissolved, bepins to wind up its
affairs, is authorized to dissolve or wind up its affilrs by its goveming body orpersons, or any event oceurs or condition
exists that permits the dissolution or winding up of the affaits of any of the following pariles: Borrower, a partnership of
which Botrower is a general pariner, or an Other Obligated Party; and (8) any Colldteral Secusity is impaired by loss,
theft, damage, levy and execution, issuance of an official writ or order of sefzure, or destriction, unless it is promptly
replaced with collateral securlty of fike kind and gpality or restored to its formet condition,

If any proviston of this note conflicts with any provision of a loan agreemenf, deed of trust, or security
agreement of the same tratisaction between Lender and Borrawer, the provisiens of the deed of trust will govern to the
extent of the conflict.

This riote will be censtrued under the laws of the state of Texas, witloot regard to cholee-of-law rules of any
jurisdiction.
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We may report informalion about yeur account to credit bureaus. Late paymenits, missed payménts, or other
defaults on your account may be reflected it your credit report.

Quest Bnergy Management Group, Jac., a Texas carporation,

LD

Paul Downey, President |

For value received, we, Panl Downey and Jeff Downey, jointly and severally, absolutely, imevocably, and
unconditionally guarantes payment of this note aceording to itsterms to thesame extent as Ifwe were Borrowers on this
note. We jointly and severafly waive all demands and all notices, instuding notice of intention to accelerate maturity,
ugtice of acceleration of matutity, notice of ronpayment or default, presenttnent for payment, protest, notice of protest,
suit, and difipence, We also jointly and séverally waive any notice of and defense based on the extension of time of
payment or change in methods of payment of the release of any collateral securing this note and consent to all renewals,
extensions, and other adjustments in the manner of payment of this note and any transter of this rote to any third paity.
This is ayy unconditional guaranty of payment anid perforinance, niot of collection, and it is an agreement of guarasity, net
of suretyship, We jaintly and severally waiveall requliéments of law, Ifany; that aty coltectlon efforts be made against
Borrower or that any action be brought agalnst Barrdwer before resorting fo this guaranty.

D&!/WA

L ¥

Paul Downey

JefF Doviney
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