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(Address of Principal Executive Offices)

Registrant's Telephone Number, Including Area Code: (515) 232-6251

Not Applicable

(Former Name, Former Address and Former Fiscal Year, if Changed Since Last Report)

Indicate by check mark whether the registrant: (1) has filed all reports required to be filed by Section 13 or 15(d) of
the Securities Exchange Act of 1934 during the preceding 12 months (or for such shorter period that the registrant was
required to file such reports), and (2) has been subject to such filing requirements for the past 90 days. Yes   X  No

Indicate by check mark whether the registrant has submitted electronically and posted on its corporate Web site, if
any, every Interactive Data File required to be submitted and posted pursuant to Rule 405 of Regulation S-T (Section
232.405 of this Chapter) during the preceding 12 months (or for such shorter period that the registrant was required to
submit and post such files). Yes     X        No         

Indicate by check mark whether the registrant is a large accelerated filer, an accelerated filer, or a non-accelerated
filer, or a smaller reporting company. See definition of “accelerated filer”, “large accelerated filer” and “smaller reporting
company” in Rule 12b-2 of the Exchange Act:

Large accelerated filer               Accelerated filer     X         Non-accelerated filer              Smaller reporting
company           

Indicate by check mark whether the registrant is a shell company (as defined in Rule 12b-2 of the Exchange Act).
Yes            No      X     

Indicate the number of shares outstanding of each of the issuer's classes of common stock, as of the latest practicable
date.

COMMON STOCK, $2.00 PAR VALUE 9,310,913
(Class) (Shares Outstanding at April 30, 2015)
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AMES NATIONAL CORPORATION AND SUBSIDIARIES

CONSOLIDATED BALANCE SHEETS

(unaudited)

March 31, December 31,
2015 2014

ASSETS

Cash and due from banks $24,944,438 $23,730,257
Federal funds sold - 6,000
Interest bearing deposits in financial institutions 62,209,248 31,463,382
Securities available-for-sale 554,649,829 542,502,381
Loans receivable, net 660,790,412 658,440,998
Loans held for sale 352,200 704,850
Bank premises and equipment, net 15,798,836 15,956,989
Accrued income receivable 7,518,141 7,471,023
Other real estate owned 7,365,534 8,435,885
Deferred income taxes 1,364,975 2,633,177
Core deposit intangible, net 1,616,608 1,730,231
Goodwill 6,732,216 6,732,216
Other assets 1,388,911 1,223,328

Total assets $1,344,731,348 $1,301,030,717

LIABILITIES AND STOCKHOLDERS' EQUITY

LIABILITIES
Deposits
Demand, noninterest bearing $191,229,947 $188,725,609
NOW accounts 308,945,497 298,581,556
Savings and money market 348,930,524 321,700,422
Time, $250,000 and over 33,398,309 36,169,601
Other time 200,285,917 206,946,069
Total deposits 1,082,790,194 1,052,123,257

Securities sold under agreements to repurchase 58,801,317 51,265,011
Federal Home Loan Bank (FHLB) advances 14,449,174 14,467,737
Other borrowings 22,944,947 23,000,000
Dividend payable 1,862,183 1,675,964
Accrued expenses and other liabilities 5,237,675 3,824,330
Total liabilities 1,186,085,490 1,146,356,299
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STOCKHOLDERS' EQUITY
Common stock, $2 par value, authorized 18,000,000 shares; issued and
outstanding 9,310,913 shares as of March 31, 2015 and December 31, 2014 18,621,826 18,621,826

Additional paid-in capital 20,878,728 20,878,728
Retained earnings 112,474,593 110,701,847
Accumulated other comprehensive income - net unrealized gain on securities
available-for-sale 6,670,711 4,472,017

Total stockholders' equity 158,645,858 154,674,418

Total liabilities and stockholders' equity $1,344,731,348 $1,301,030,717

See Notes to Consolidated Financial Statements.
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AMES NATIONAL CORPORATION AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF INCOME

(unaudited)

Three
Months
Ended
March
31,

Exhibit A

AUDIT COMMITTEE CHARTER

Adopted April 27, 2004

I. Purpose

The Audit Committee is appointed by the Board of Directors to: (1) assist the Board in monitoring
the integrity of the financial reporting process, systems of internal controls and financial statements
and reports of the Company, and the compliance by the Company with legal and regulatory
requirements; and (2) be directly responsible for the appointment, compensation and oversight of the
independent auditor employed by the Company for the purpose of preparing or issuing an audit
report or related work (the "Outside Auditor").

To fulfill responsibilities to the Company's shareholders, potential shareholders and the investment
community, the Audit Committee will provide independent and objective oversight of the
Company's accounting functions and internal controls and will monitor the objectivity of the
Company's financial statements.

The Audit Committee will assist Board oversight of:

The integrity of the Company's financial statements.1. 
The Company's compliance with legal and regulatory requirements.2. 
The Outside Auditor's qualifications and independence.3. 
The performance of the Company's internal audit function and the Outside Auditor.4. 

In addition, the Audit Committee will prepare all the Audit Committee reports required under law
and will provide an open avenue of communication between the Company's financial management,
accounting staff, Outside Auditor, and the Board.
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II. Organization

	A. Composition of the Audit Committee

1. The Audit Committee shall consist of no fewer than three members of the Board,
as determined annually by the Board on the recommendation of the Nominating and
Governance Committee.

2. The members of the Audit Committee shall meet the independence and expertise
requirements of the Sarbanes-Oxley Act of 2002, the NASDAQ Stock Market, any
other exchange on which the Company's securities are traded, the rules and
regulations of the Securities and Exchange Commission (the "Commission"), and
such other laws and regulations as might now or in the future apply. The Board
shall also determine that each member is "financially literate," that one member has
"accounting or related financial management expertise," and whether any member
of the Audit Committee is an "audit committee financial expert" as such
qualifications are interpreted by the Board in its business judgment.

3. The members of the Audit Committee shall be appointed annually by the Board
on the recommendation of the Nominating and Governance Committee.

4. Audit Committee members may be removed, with or without cause, by the Board
at any time.

5. The Board shall designate the Chairman of the Audit Committee.

6. No director may serve as a member of the Audit Committee if he or she serves on
the audit committees of more than two other public companies, unless the Board
determines that such simultaneous service would not impair the ability of such
director to effectively serve on the Audit Committee, and discloses this
determination in the Company's annual proxy statement.

B. Meetings/ Minutes/ Reports

1. The Audit Committee shall meet as often as it determines necessary or
appropriate, but not less frequently than quarterly. The Audit Committee shall meet
in executive session at least quarterly.

2. The Chairman shall preside at each meeting. In the absence of the Chairman, one
of the other members of the Audit Committee shall be designated as the acting chair
of the meeting.

3. The Chairman (or acting chair) may direct appropriate members of management
and staff to prepare draft agendas and related background information for each
Audit Committee meeting. The draft agenda shall be reviewed and approved by the
Audit Committee Chairman (or acting chair) in advance of distribution to the other
Audit Committee members. Any background materials, together with the agenda,
shall be distributed to the Audit Committee members in advance of the meeting.

4. All meetings of the Audit Committee shall be held pursuant to the by-laws of the
Company with regard to notice and waiver thereof, and written minutes of each
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meeting, in the form approved by the Audit Committee, shall be duly filed in the
Company records. Reports of meetings of the Audit Committee shall be made to the
Board at its next regularly scheduled meeting following the Audit Committee
meeting accompanied by any recommendations to the Board approved by the Audit
Committee.

5. The Audit Committee shall prepare annually a report for inclusion in the
Company's proxy statement relating to its annual shareholders meeting. In that
report, the Audit Committee shall state whether it has: (a) reviewed and discussed
the audited financial statements with management; (b) discussed with the Outside
Auditor the matters required to be discussed by Statement on Auditing Standards
("SAS") No. 61, as that statement may be modified or supplemented from time to
time; (c) received from the Outside Auditor the written disclosures and the letter
required by Independence Standards Board Standard No. 1, as that standard may be
modified or supplemented from time to time, and has discussed with the Outside
Auditor, the Outside Auditor's independence; and (d) based on the review and
discussions referred to in clauses (a), (b) and (c) above, recommended to the Board
that the audited financial statements be included in the Company's Annual Report
on Form 10-K for the last fiscal year for filing with the Commission.

C. Authority

1. The Outside Auditor is accountable to the Audit Committee as representatives of the
shareholders. The Audit Committee shall be responsible directly for the appointment
(subject, if applicable, to shareholder ratification), retention, termination, compensation and
terms of engagement, evaluation, and oversight of the work of the Outside Auditor
(including resolution of disagreements between management and the Outside Auditor
regarding financial reporting) for the purpose of preparing or issuing an audit report or
performing other audit, review or attest services for the Company. The Outside Auditor
shall report directly to the Audit Committee.

2. The Audit Committee shall pre-approve all audit services and non-audit services
(including the fees and terms thereof) to be performed for the Company by the Outside
Auditor to the extent required by and in a manner consistent with applicable law.

3. The Audit Committee may form and delegate authority to subcommittees consisting of
one or more members when appropriate.

4. The Audit Committee shall have the authority, to the extent it deems necessary or
appropriate, to retain independent legal, accounting or other advisers. The Company shall
provide for appropriate funding, as determined by the Audit Committee, for payment of
compensation to the Outside Auditor for the purpose of preparing or issuing an audit report
or performing other audit, review or attest services for the Company and to any advisers
employed by the Audit Committee, subject only to any limitations imposed by applicable
rules and regulations.

5. The Audit Committee may request any officer or associate of the Company or the
Company's outside counsel or Outside Auditor to attend a meeting of the Audit Committee
or to meet with any members of, or consultants to, the Audit Committee.

III. Responsibilities
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A. Basic Responsibility

The function of the Audit Committee is oversight. The Company's management is responsible for
the preparation, presentation and integrity of the Company's financial statements. The Company's
management is responsible for maintaining appropriate accounting and financial reporting principles
and policies and internal controls and procedures that provide for compliance with accounting
standards and applicable laws and regulations. The Outside Auditor is responsible for planning and
carrying out a proper audit of the Company's annual financial statements, reviews of the Company's
quarterly financial statements prior to the filing of each quarterly report on Form 10-Q, and other
procedures.

The basic responsibility of the members of the Audit Committee is to exercise their business
judgment to act in what they reasonably believe to be in the best interests of the Company and its
shareholders. In discharging that obligation, members shall be entitled to rely on the honesty and
integrity of the Company's senior executives and its outside advisors and auditors, to the fullest
extent permitted by law.

B. General Tasks of the Committee

1. The Audit Committee shall oversee the preparation of the report required by the rules of the
Commission to be included in the Company's annual proxy statement.

2. The Audit Committee shall oversee the integrity of the audit process, financial reporting and
internal accounting controls of the Company, oversee the work of the Company's management and
the Outside Auditor in these areas, oversee management's development of, and adherence to, a
sound system of internal accounting and financial controls, review whether the Outside Auditor
objectively assessed the Company's financial reporting, accounting practices and internal controls,
and provide an open avenue of communication among the Outside Auditor and the Board. It is the
responsibility of management of the Company and the Outside Auditor, under the oversight of the
Audit Committee and the Board, to plan and conduct financial audits and to determine that the
Company's financial statements and disclosures are complete and accurate in accordance with
generally accepted accounting principles ("GAAP") and applicable rules and regulations and fairly
present, in all material respects, the financial condition of the Company; to assure compliance by the
Company with applicable legal and regulatory requirements; and to review the Company's internal
transactions and accounting which do not require involvement in the detailed presentation of the
Company's financial statements.

3. The Audit Committee shall meet with management and the Outside Auditor in separate executive
sessions at least quarterly to discuss matters for which the Audit Committee has responsibility.

4. The Audit Committee shall make regular reports to the Board.

5. In performing its functions, the Audit Committee shall undertake those tasks and responsibilities
that, in its judgment, would contribute most effectively to and implement the purposes of the Audit
Committee.

C. Specific Requirements

In addition to the general tasks and responsibilities noted above, the following are the specific
functions of the Audit Committee:
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1. Financial Statement and Disclosure Matters

The Audit Committee shall:

a. Review and discuss with management, and to the extent the Audit Committee deems necessary or
appropriate, the Outside Auditor, the Company's internal control over financial reporting and
disclosure controls and procedures that are designed to ensure that the reports the Company files
with the Commission comply with the Commission's rules and forms and discuss with management
the CEO's and CFO's evaluations of the Company's internal control over financial reporting and
disclosure controls and procedures.

b. Review and discuss with management and the Outside Auditor the annual audited financial
statements, including disclosures made in management's discussion and analysis, and recommend to
the Board whether the audited financial statements should be included in the Company's Form 10-K.

c. Review and discuss with management and the Outside Auditor the Company's quarterly financial
statements, including disclosures made in management's discussion and analysis, prior to the filing
of its Form 10-Q, including the results of the Outside Auditor's reviews of the quarterly financial
statements.

d. Review and discuss quarterly reports from the Outside Auditor on:

(1) All critical accounting policies and practices to be used;

(2) All alternative treatments within GAAP for policies and practices related to material items that
have been discussed with management, including ramifications of the use of such alternative
disclosures and treatments, and the treatment preferred by the Outside Auditor;

(3) The internal controls adhered to by the Company, management, and the Company's financial and
accounting personnel, and the impact of each on the quality and reliability of the Company's
financial reporting; and

(4) Other material written communications between the Outside Auditor and management, such as
any management letter or schedule of unadjusted differences.

e. Discuss in advance with management the Company's practice with respect to the types of
information to be disclosed and the types of presentations to be made in earnings press releases,
including the use, if any, of "pro forma" or "adjusted" non-GAAP information, as well as financial
information and earnings guidance provided to analysts and rating agencies.

f. Review and discuss with management and the Outside Auditor:

(1) Significant financial reporting issues and judgments made in connection with the preparation of
the Company's financial statements;

(2) The clarity of the financial disclosures made by the Company;

(3) The development, selection and disclosure of critical accounting estimates and the analyses of
alternative assumptions or estimates, and the effect of such estimates on the Company's financial
statements;

Edgar Filing: AMES NATIONAL CORP - Form 10-Q

12



(4) Potential changes in GAAP and the effect such changes would have on the Company's financial
statements;

(5) Significant changes in accounting principles, financial reporting policies and internal controls
implemented by the Company;

(6) Significant litigation, contingencies and claims against the Company and material accounting
issues that require disclosure in the Company's financial statements;

(7) Information regarding any "second" opinions sought by management from an independent
auditor with respect to the accounting treatment of a particular event or transaction;

(8) Management's compliance with the Company's processes, procedures and internal controls;

(9) The adequacy and effectiveness of the Company's internal accounting and financial controls and
the recommendations of management and the Outside Auditor for the improvement of accounting
practices and internal controls; and

(10) Any difficulties encountered by the Outside Auditor in the course of their audit work, including
any restrictions on the scope of activities or access to requested information, and any significant
disagreements with management.

g. Discuss with management and the Outside Auditor the effect of regulatory and accounting
initiatives as well as off-balance sheet structures and aggregate contractual obligations on the
Company's financial statements.

h. Discuss with management the Company's major financial risk exposures and the steps
management has taken to monitor and control such exposures, including the Company's risk
assessment and risk management policies.

i. Discuss with the Outside Auditor the matters required to be discussed by SAS No. 61 relating to
the conduct of the audit and in particular, discuss:

(1) The adoption of, or changes to, the Company's significant internal auditing and accounting
principles and practices as suggested by the Outside Auditor or management; and

(2) The management letter provided by the Outside Auditor and the Company's response to that
letter.

j. Receive and review disclosures made to the Audit Committee by the Company's Chief Executive
Officer and Chief Financial Officer during their certification process for the Company's Form 10-K
and Form 10-Q about (1) any significant deficiencies in the design or operation of internal controls
or material weakness therein, (2) any fraud involving management or other associates who have a
significant role in the Company's internal controls and (3) any significant changes in internal
controls or in other factors that could significantly affect internal controls subsequent to the date of
their evaluation.

2. Oversight of the Company's Relationship with the Outside Auditor

The Audit Committee shall:
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a. Review the experience and qualifications of the senior members of the Outside Auditor team.

b. Obtain and review a report from the Outside Auditor at least annually regarding (a) the Outside Auditor's
internal quality-control procedures, (b) any material issues raised by the most recent internal quality-control
review, or peer review, of the firm, or by any inquiry or investigation by governmental or professional
authorities, within the preceding five years respecting one or more independent audits carried out by the
firm, (c) any steps taken to deal with any such issues, and (d) all relationships between the Outside Auditor
and the Company, including the written disclosures and the letter required by Independence Standards Board
Standard No. 1, as that standard may be modified or supplemented from time to time; and discuss with the
Outside Auditor any issues or relationships disclosed in such report that, in the judgment of the Audit
Committee, may have an impact on the competence or independence of the Outside Auditor.

c. Evaluate the qualifications, performance and independence of the Outside Auditor, including considering
whether the Outside Auditor's quality controls are adequate and whether the provision of non-audit services
is compatible with maintaining the Outside Auditor's independence, taking into account the opinions of
management and the Internal Auditor and obtain from the independent accountants assurance that the audit
was conducted in a manner consistent with Section 10A of the Securities Exchange Act of 1934, as
amended. The Audit Committee shall present its conclusions to the Board.

d. Oversee the rotation of the lead (or coordinating) audit partner having primary responsibility for the audit
and the audit partner responsible for reviewing the audit at least once every five years, and oversee the
rotation of other audit partners, in accordance with the rules of the Commission.

e. Recommend to the Board policies for the Company's hiring of present and former associates of the
Outside Auditor who have participated in any capacity in the audit of the Company, in accordance with the
rules of the Commission.

f. To the extent the Audit Committee deems necessary or appropriate, discuss with the national office of the
Outside Auditor issues on which they were consulted by the Company's audit team and matters of audit
quality and consistency.

g. Discuss with management and the Outside Auditor any accounting adjustments that were noted or
proposed by the Outside Auditor, but were not adopted or reflected.

h. Meet with management and the Outside Auditor prior to the audit to discuss and review the scope,
planning and staffing of the audit.

i. Obtain from the Outside Auditor the information required to be disclosed to the Company by generally
accepted auditing standards in connection with the conduct of an audit, including topics covered by SAS
Nos. 54, 60, 61 and 82.

j. Require the Outside Auditor to review the financial information included in the Company's Form 10-Q in
accordance with Rule 10-01(d) of Regulation S-X of the Commission prior to the Company filing such
reports with the Commission and to provide to the Company for inclusion in the Company's Form 10-Q any
reports of the Outside Auditor required by Rule 10-01(d).

3. Evaluation of the Company's Need for an Internal Audit Function

The Audit Committee shall:
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a. Evaluate annually whether the Company needs to establish a separate Internal Audit group, and
recommend to the Board the establishment of such a group if the needed.

b. Until such time as an Internal Audit group is established, review at least annually with management and
the Outside Auditor the adequacy of the internal controls and oversight used to fulfill the functions that are
the normal responsibility of an Internal Audit group.

4. Compliance Oversight Responsibilities

The Audit Committee shall:

a. Obtain from the Outside Auditor the reports required to be furnished to the Audit Committee under
Section 10A of the Exchange Act and obtain from the Outside Auditor any information with respect to
illegal acts in accordance with Section 10A. The Audit Committee shall present its conclusions to the Board.

b. Obtain reports from management and the Outside Auditor concerning whether the Company is in
compliance with applicable legal requirements and the Company's Code of Ethics; obtain and review reports
and disclosures of insider and affiliated party transactions; and advise the Board with respect to the
Company's policies and procedures regarding compliance with applicable laws and regulations and the Code
of Ethics.

c. Establish procedures for (1) the receipt, retention and treatment of complaints received by the Company
regarding accounting, internal accounting controls or auditing matters, and (2) the confidential, anonymous
submission by employees of the Company of concerns regarding questionable accounting or auditing
matters.

d. Discuss with management and the Outside Auditor any correspondence between the Company and
regulators or governmental agencies and any associate complaints or published reports that raise material
issues regarding the Company's financial statements or accounting policies.

e. Discuss with management and the Company's legal counsel actual or threatened litigation or legal matters
that may have a material impact on the financial statements or the Company's compliance policies.

5. Additional Responsibilities

The Audit Committee shall:

a. Conduct or authorize investigations into any matters within the Audit Committee's scope of
responsibilities.

b. Review the Company's Related-Party Transaction Policy and recommend any changes to the Nominating
and Governance Committee and then to the Board for approval and review and determine whether to
approve or ratify transactions covered by such policy, as appropriate.

IV. Evaluations of the Audit Committee

The Audit Committee shall review and reassess the adequacy of this Charter annually and
recommend any proposed changes to the Board for approval. The Audit Committee shall annually
review its own performance.

Exhibit B
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PETROLEUM DEVELOPMENT CORPORATION
2004 LONG-TERM EQUITY COMPENSATION PLAN

ESTABLISHED AS OF APRIL 27, 2004

ESTABLISHMENT, OBJECTIVES AND DURATION1. 
1. ESTABLISHMENT OF THE PLAN. Petroleum Development Corporation, a Nevada corporation

(hereinafter referred to as the "Company"), hereby establishes an incentive compensation plan to be
known as the "2004 Petroleum Development Corporation Long-Term Equity Compensation Plan"
(hereinafter referred to as the "Plan"), as set forth in this document. The Plan permits the grant of
Nonqualified Stock Options, Incentive Stock Options, Stock Appreciation Rights, Restricted Stock,
Performance Shares and Performance Units.

Subject to approval by the Company's stockholders, the Plan shall become effective as of April 27,
2004 (the "Effective Date") and shall remain in effect as provided in Section 1.3 hereof.

OBJECTIVES OF THE PLAN. The objectives of the Plan are to optimize the profitability and
growth of the Company through incentives which are consistent with the Company's goals and
which link the personal interests of Participants to those of the Company's stockholders; to provide
Participants with an incentive for excellence in individual performance; and to promote teamwork
among Participants.

1. 

DURATION OF THE PLAN. The Plan shall commence on the Effective Date, as described in
Section 1.1 hereof, and shall remain in effect, subject to the right of the Board of Directors to amend
or terminate the Plan at any time pursuant to Article 14 hereof, until all Shares subject to it shall
have been purchased or acquired according to the Plan's provisions. However, in no event may an
Award be granted under the Plan on or after April 25, 2014.

2. 

DEFINITIONS3. 

Whenever used in the Plan, the following terms shall have the meanings set forth below, and when
the meaning is intended, the initial letter of the word shall be capitalized:

"AFFILIATE" shall have the meaning ascribed to such term in Rule 12b-2 of the General
Rules and Regulations of the Exchange Act.

1. 

"AWARD" means, individually or collectively, a grant under this Plan of Nonqualified
Stock Options, Incentive Stock Options, Stock Appreciation Rights, Restricted Stock,
Performance Shares or Performance Units.

2. 

"AWARD AGREEMENT" means an agreement entered into by the Company and each
Participant setting forth the terms and provisions applicable to Awards granted under this
Plan.

3. 

"BENEFICIAL OWNER" or "BENEFICIAL OWNERSHIP" shall have the meaning
ascribed to such term in Rule 13d-3 of the General Rules and Regulations under the
Exchange Act.

4. 

"BOARD" or "BOARD OF DIRECTORS" means the Board of Directors of the Company.5. 
"CODE" means the Internal Revenue Code of 1986, as amended from time to time.6. 
"COMMITTEE" means any committee appointed by the Board to administer the Plan, as
specified in Article 3 herein.

7. 

"COMPANY" means Petroleum Development Corporation, a Nevada corporation, including
any and all Subsidiaries and Affiliates, and any successor thereto as provided in Article 19

8. 
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herein.
"COVERED EMPLOYEE" means a Participant who, as of the date of vesting and/or payout
of an Award, as applicable, is one of the group of "covered employees," as defined in the
regulations promulgated under Code Section 162(m), or any successor statute.

9. 

"DIRECTOR" means any individual who is a member of the Board of Directors of the
Company or any Subsidiary or Affiliates.

10. 

"DISABILITY" shall have the meaning ascribed to such term in the Participant's governing
long-term disability plan, or if no such plan exists, at the discretion of the Committee.

11. 

"EFFECTIVE DATE" shall have the meaning ascribed to such term in Section 1.1 hereof.12. 
"EMPLOYEE" means any full-time, active employee of the Company or its Subsidiaries or
Affiliates. Directors who are not employed by the Company shall not be considered
Employees under this Plan.

13. 

"EXCHANGE ACT" means the Securities Exchange Act of 1934, as amended from time to
time, or any successor act thereto.

14. 

"FAIR MARKET VALUE" shall be determined on the basis of the closing sale price at
which Shares have been sold regular way on the principal securities exchange on which the
Shares are traded or, if there is no such sale on the relevant date, then on the last previous
day on which there was such a sale.

15. 

"FREESTANDING SAR" means an SAR that is granted independently of any Options, as
described in Article 7 herein.

16. 

"INCENTIVE STOCK OPTION" or "ISO" means an option to purchase Shares granted
under Article 6 herein and which is designated as an Incentive Stock Option and which is
intended to meet the requirements of Code Section 422.

17. 

"INSIDER" shall mean an individual who is, on the relevant date, an officer, director or ten
percent (10%) beneficial owner of any class of the Company's equity securities that is
registered pursuant to Section 12 of the Exchange Act, all as defined under Section 16 of the
Exchange Act.

18. 

"NON-EMPLOYEE DIRECTOR" shall mean a Director who is not also an Employee.19. 
"NON-QUALIFIED STOCK OPTION" or "NQSO" means an option to purchase Shares
granted under Article 6 herein and which is not intended to meet the requirements of Code
Section 422.

20. 

"OPTION" means an Incentive Stock Option or a Nonqualified Stock Option, as described
in Article 6 herein.

21. 

"OPTION PRICE" means the price at which a Share may be purchased by a Participant
pursuant to an Option.

22. 

"PARTICIPANT" means an Employee who has been selected to receive an Award or who
has outstanding an Award granted under the Plan.

23. 

"PERFORMANCE-BASED EXCEPTION" means the performance-based exception from
the tax deductibility limitations of Code Section 162(m).

24. 

"PERFORMANCE SHARE" means an Award granted to a Participant, as described in
Article 9 herein.

25. 

"PERFORMANCE UNIT" means an Award granted to a Participant, as described in Article
9 herein.

26. 

"PERIOD OF RESTRICTION" means the period during which the transfer of Shares of
Restricted Stock is limited in some way (based on the passage of time, the achievement of
performance goals or upon the occurrence of other events as determined by the Committee,
at its discretion), and the Shares are subject to a substantial risk of forfeiture, as provided in
Article 8 herein.

27. 

"PERSON" shall have the meaning ascribed to such term in Section 3(a)(9) of the Exchange
Act and used in Sections 13(d) and 14(d) thereof, including a "group" as defined in Section
13(d) thereof.

28. 

Edgar Filing: AMES NATIONAL CORP - Form 10-Q

18



"RESTRICTED STOCK" means an Award granted to a Participant pursuant to Article 8
herein.

29. 

"RETIREMENT" shall have the meaning ascribed to such term in the Company's
tax-qualified profit sharing plan.

30. 

"SHARES" means the shares of common stock of the Company.31. 
"STOCK APPRECIATION RIGHT" or "SAR" means an Award, granted alone or, in
connection with a related Option, designated as an SAR, pursuant to the terms of Article 7
herein.

32. 

"SUBSIDIARY" means any corporation, partnership, joint venture or other entity in which
the Company has a majority voting interest (including all divisions, affiliates and related
entities).

33. 

"TANDEM SAR" means an SAR that is granted in connection with a related Option
pursuant to Article 7 herein, the exercise of which shall require forfeiture of the right to
purchase a Share under the related Option (and when a Share is purchased under the Option,
the Tandem SAR shall similarly be canceled).

34. 

ADMINISTRATION4. 
THE COMMITTEE. The Plan shall be administered by the Compensation Committee of the
Board consisting of not less than two Directors who meet the "Non-Employee Director"
requirements of Rule 16b-3 promulgated by the Securities and Exchange Commission under
the Exchange Act, the "Independent Director" requirements of Nasdaq Marketplace Rule
4350(c), and the requirements of Code Section 162(m), or by any other committee
appointed by the Board, provided the members of such committee meet such requirements.

1. 

AUTHORITY OF THE COMMITTEE. Except as limited by law or by the Articles of
Incorporation or Bylaws of the Company, and subject to the provisions herein, the
Committee shall have full power to select Employees who shall participate in the Plan;
determine the sizes and types of Awards; determine the terms and conditions of Awards in a
manner consistent with the Plan; construe and interpret the Plan and any agreement or
instrument entered into under the Plan; establish, amend or waive rules and regulations for
the Plan's administration; and (subject to the provisions of Article 14 herein) amend the
terms and conditions of any outstanding Award to the extent such terms and conditions are
within the discretion of the Committee as provided in the Plan. Further, the Committee shall
make all other determinations which may be necessary or advisable for the administration of
the Plan. As permitted by law, the Committee may delegate its authority as identified herein.

2. 

DECISIONS BINDING. All determinations and decisions made by the Committee pursuant
to the provisions of the Plan and all related orders and resolutions of the Board shall be
final, conclusive and binding on all persons, including the Company, its stockholders,
Employees, Participants and their estates and beneficiaries.

3. 

SHARES SUBJECT TO THE PLAN AND MAXIMUM AWARDS5. 
NUMBER OF SHARES AVAILABLE FOR GRANTS. Subject to Sections 4.2 and 4.3
herein, the maximum number of Shares with respect to which Awards may be granted to
Participants under the Plan shall be seven hundred fifty thousand (750,000). Shares issued
under the Plan may be either authorized but unissued Shares (subject to a maximum of
seven hundred fifty thousand (750,000) Shares), treasury Shares or any combination thereof.

1. 

Unless and until the Committee determines that an Award to a Covered Employee shall not
be designed to comply with the Performance-Based Exception, the following rules shall
apply to grants of such Awards under the Plan, subject to Sections 4.2 and 4.3.

STOCK OPTIONS AND SARS: The maximum aggregate number of Shares that
may be subject to Stock Options, with or without Tandem SARs, or Freestanding
SARs, granted in any one fiscal year to any one Participant shall be one hundred

a. 

Edgar Filing: AMES NATIONAL CORP - Form 10-Q

19



thousand (100,000).
RESTRICTED STOCK: The maximum aggregate grant with respect to Awards of
Restricted Stock which are intended to qualify for the Performance-Based
Exception, and which are granted in any one fiscal year to any one Participant shall
be fifty thousand (50,000) Shares.

b. 

PERFORMANCE SHARES/PERFORMANCE UNITS: The maximum aggregate
payout (determined as of the end of the applicable performance period) with respect
to Awards of Performance Shares or Performance Units which are intended to
comply with the Performance-Based Exception, and which are granted in any one
fiscal year to any one Participant shall be equal to the Fair Market Value of fifty
thousand (50,000) Shares.

c. 

LAPSED AWARDS. If any Award granted under this Plan is canceled, terminates, expires
or lapses for any reason (with the exception of the termination of a Tandem SAR upon
exercise of the related Option, or the termination of a related Option upon exercise of the
corresponding Tandem SAR), any Shares subject to such Award again shall be available for
the grant of an Award under the Plan.

2. 

ADJUSTMENTS. In the event of any change in corporate capitalization such as a stock split
or stock dividend, or a corporate transaction such as any merger, consolidation, separation,
including a spin-off, or other distribution of stock or property of the Company, any
reorganization (whether or not such reorganization comes within the definition of such term
in Code Section 368 or any partial or complete liquidation of the Company, such adjustment
shall be made in the number and class of Shares which are reserved and may be delivered
under Section 4.1, in the number and class of and/or price of Shares subject to outstanding
Awards granted under the Plan, and in the Award limits set forth in subsections 4.1(a), 4.l(b)
and 4.l(c), as may be determined to be appropriate and equitable by the Committee, in its
sole discretion, to prevent dilution or enlargement of rights; provided, however, that the
number of Shares subject to any Award shall always be a whole number.

3. 

ELIGIBILITY AND PARTICIPATION6. 
ELIGIBILITY. Persons eligible to participate in this Plan include officers and certain key
salaried Employees of the Company with potential to contribute to the success of the
Company or its Subsidiaries, including Employees who are members of the Board.

1. 

ACTUAL PARTICIPATION. Subject to the provisions of the Plan, the Committee may,
from time to time, select from all eligible Employees those to whom Awards shall be
granted, and shall determine the nature and amount of each Award.

2. 

STOCK OPTIONS7. 
GRANT OF OPTIONS. Subject to the terms and provisions of the Plan, Options may be
granted to Participants in such number, and upon such terms, and at any time and from time
to time as shall be determined by the Committee.

1. 

AWARD AGREEMENT. Each Option grant shall be evidenced by an Award Agreement
that shall specify the Option Price, the duration of the Option, the number of Shares to
which the Option pertains, and such other provisions as the Committee shall determine. The
Award Agreement also shall specify whether the Option is intended to be an ISO within the
meaning of Code Section 422, or an NQSO, whose grant is intended not to fall under the
provisions of Code Section 422.

2. 

OPTION PRICE. The Option Price for each grant of an Option under this Plan shall be at
least equal to one hundred percent (100%) of the Fair Market Value of a Share on the date
the Option is granted.

3. 

DURATION OF OPTIONS. Each Option granted to a Participant shall expire at such time
as the Committee shall determine at the time of grant; provided, however, that no Option
shall be exercisable later than the tenth anniversary following the date of its grant and
provided further that no Option shall be exercisable later than the fifth anniversary

4. 
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following the date of its grant for an ISO granted to a Participant, who at the time of such
grant owns stock possessing more than 10% of the total combined voting power of all
classes of stock of the Company.
EXERCISE OF OPTIONS. Options granted under this Article 6 shall be exercisable at such
times and be subject to such restrictions and conditions as the Committee shall in each
instance approve, which need not be the same for each grant or for each Participant.

5. 

PAYMENT. Options granted under this Article 6 shall be exercised by the delivery of a
written notice of exercise to the Company, setting forth the number of Shares with respect to
which the Option is to be exercised, accompanied by full payment for the Shares.

6. 

The Option Price upon exercise of any Option shall be payable to the Company in full
either: (a) in cash or its equivalent; or (b) by tendering previously acquired Shares having an
aggregate Fair Market Value at the time of exercise equal to the total Option Price (provided
that the Shares which are tendered must have been held by the Participant for at least six
months prior to their tender to satisfy the Option Price); or (c) by a combination of (a) and
(b).

The Committee may also allow cashless exercise as permitted under Federal Reserve
Board's Regulation T, subject to applicable securities law restrictions, or by any other means
which the Committee determines to be consistent with the Plan's purpose and applicable
law.

Subject to any governing rules or regulations, as soon as practicable after receipt of a
written notification of exercise and full payment, the Company shall deliver to the
Participant, in the Participant's name, Share certificates in an appropriate amount based
upon the number of Shares purchased under the Option(s).

RESTRICTIONS ON SHARE TRANSFERABILITY. The Committee may impose such
restrictions on any Shares acquired pursuant to the exercise of an Option granted under this
Article 6 as it may deem advisable, including, without limitation, restrictions under
applicable federal securities laws, under the requirements of any stock exchange or market
upon which such Shares are then listed and/or traded, and under any blue sky or state
securities laws applicable to such Shares.

7. 

TERMINATION OF EMPLOYMENT. Each Participant's Option Award Agreement shall
set forth the extent to which the Participant shall have the right to exercise the Option
following termination of the Participant's employment with the Company. Such provisions
shall be determined in the sole discretion of the Committee but shall conform to the
limitations established in Section 6.4, shall be included in the Award Agreement entered
into with each Participant, need not be uniform among all Options issued pursuant to this
Article 6, and may reflect distinctions based on the reasons for termination of employment.

8. 

NONTRANSFERABILITY OF OPTIONS.9. 
INCENTIVE STOCK OPTIONS. No ISO granted under the Plan may be sold,
transferred, pledged, assigned or otherwise alienated or hypothecated, other than by
will or by the laws of descent and distribution. Further, all ISOs granted to a
Participant under the Plan shall be exercisable during his or her lifetime only by
such Participant or the Participant's legal representative (to the extent permitted
under Code Section 422).

a. 

NONQUALIFIED STOCK OPTIONS. Except as otherwise provided in a
Participant's Award Agreement, no NQSO granted under this Article 6 may be sold,
transferred, pledged, assigned or otherwise alienated or hypothecated, other than by
will or by the laws of descent and distribution. Further, except as otherwise

b. 
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provided in a Participant's Award Agreement, all NQSOs granted to a Participant
under this Article 6 shall be exercisable during his or her lifetime only by such
Participant or the Participant's legal representative.

STOCK APPRECIATION RIGHTS8. 
GRANT OF SARS. Subject to the terms and conditions of the Plan, SARs may be granted
to Participants at any time and from time to time as shall be determined by the Committee.
The Committee may grant Freestanding SARs, Tandem SARs or any combination of these
forms of SAR.

1. 

The Committee shall have complete discretion in determining the number of SARs granted
to each Participant (subject to Article 4 herein) and, consistent with the provisions of the
Plan, in determining the terms and conditions pertaining to such SARs.

The grant price of a Freestanding SAR shall equal the Fair Market Value of a Share on the
date of grant of the SAR. The grant price of Tandem SARs shall equal the Option Price of
the related Option.

EXERCISE OF TANDEM SARS. Tandem SARs may be exercised for all or part of the
Shares subject to the related Option upon the surrender of the right to exercise the
equivalent portion of the related Option. A Tandem SAR may be exercised only with
respect to the Shares for which its related Option is then exercisable.

2. 

Notwithstanding any other provision of this Plan to the contrary, with respect to a Tandem
SAR granted in connection with an ISO: (i) the Tandem SAR will expire no later than the
expiration of the underlying ISO; (ii) the value of the payout with respect to the Tandem
SAR may be for no more than 100% of the difference between the Option Price of the
underlying ISO and the Fair Market Value of the Shares subject to the underlying ISO at the
time the Tandem SAR is exercised; and (iii) the Tandem SAR may be exercised only when
the Fair Market Value of the Shares subject to the ISO exceeds the Option Price of the ISO.

EXERCISE OF FREESTANDING SARS. Freestanding SARs may be exercised upon
whatever terms and conditions the Committee, in its sole discretion, imposes upon them.

3. 

SAR AGREEMENT. Each SAR grant shall be evidenced by an Award Agreement that shall
specify the grant price, the term of the SAR, and such other provisions as the Committee
shall determine.

4. 

TERM OF SARS. The term of an SAR granted under the Plan shall be determined by the
Committee, in its sole discretion; provided, however, that such term shall not exceed ten
years.

5. 

PAYMENT OF SAR AMOUNT. Upon exercise of an SAR, a Participant shall be entitled to
receive payment from the Company in an amount determined by multiplying:

6. 

the difference between the Fair Market Value of a Share on the date of exercise over
the grant price; by

a. 

the number of Shares with respect to which the SAR is exercised.b. 
At the discretion of the Committee, the payment upon SAR exercise may be in cash, in
Shares of equivalent value or in some combination thereof. The Committee's determination
regarding the form of SAR payout shall be set forth in the Award Agreement pertaining to
the grant of the SAR.

TERMINATION OF EMPLOYMENT. Each SAR Award Agreement shall set forth the
extent to which the Participant shall have the right to exercise the SAR following
termination of the Participant's employment with the Company and/or its Subsidiaries. Such

7. 
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provisions shall be determined in the sole discretion of the Committee, shall be included in
the Award Agreement entered into with Participants, need not be uniform among all SARs
issued pursuant to the Plan and may reflect distinctions based on the reasons for termination
of employment.
NONTRANSFERABILITY OF SARS. Except as otherwise provided in a Participant's
Award Agreement, no SAR granted under the Plan may be sold, transferred, pledged,
assigned or otherwise alienated or hypothecated, other than by will or by the laws of descent
and distribution. Further, except as otherwise provided in a Participant's Award Agreement,
all SARs granted to a Participant under the Plan shall be exercisable during his or her
lifetime only by such Participant or the Participant's legal representative.

8. 

RESTRICTED STOCK9. 
GRANT OF RESTRICTED STOCK. Subject to the terms and provisions of the Plan, the
Committee, at any time and from time to time, may grant Shares of Restricted Stock to
Participants in such amounts as the Committee shall determine.

1. 

RESTRICTED STOCK AGREEMENT. Each Restricted Stock grant shall be evidenced by
a Restricted Stock Award Agreement that shall specify the Period(s) of Restriction, the
number of Shares of Restricted Stock granted and such other provisions as the Committee
shall determine.

2. 

TRANSFERABILITY. Except as provided in this Article 8, the Shares of Restricted Stock
granted under the Plan may not be sold, transferred, pledged, assigned or otherwise
alienated or hypothecated until the end of the applicable Period of Restriction established by
the Committee and specified in the Restricted Stock Award Agreement, or upon earlier
satisfaction of any other conditions, as specified by the Committee in its sole discretion and
as set forth in the Restricted Stock Award Agreement. All rights with respect to the
Restricted Stock granted to a Participant under the Plan shall be available during his or her
lifetime only to such Participant or the Participant's legal representative.

3. 

OTHER RESTRICTIONS. Subject to Article 10 herein, the Committee shall impose such
other conditions and/or restrictions on any Shares of Restricted Stock granted pursuant to
the Plan as it may deem advisable including, without limitation, a requirement that
Participants pay a stipulated purchase price for each Share of Restricted Stock, restrictions
based upon the achievement of specific performance goals (Company-wide, divisional
and/or individual), time-based restrictions on vesting following the attainment of the
performance goals and/or restrictions under applicable federal or state securities laws.

4. 

The Company may retain the certificates representing Shares of Restricted Stock in the
Company's possession until such time as all conditions and/or restrictions applicable to such
Shares have been satisfied.

Except as otherwise provided in this Article 8, Shares of Restricted Stock covered by each
Restricted Stock grant made under the Plan shall become freely transferable by the
Participant after the last day of the applicable Period of Restriction.

VOTING RIGHTS. Participants holding Shares of Restricted Stock granted hereunder may
be granted the right to exercise full voting rights with respect to those Shares during the
Period of Restriction.

5. 

DIVIDENDS AND OTHER DISTRIBUTIONS. During the Period of Restriction,
Participants holding Shares of Restricted Stock granted hereunder may be credited with
regular cash dividends paid with respect to the underlying Shares while they are so held.
The Committee may apply any restrictions to the dividends that the Committee deems
appropriate. Without limiting the generality of the preceding sentence, if the grant or vesting
of Restricted Shares granted to a Covered Employee is designed to comply with the

6. 
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requirements of the Performance-Based Exception, the Committee may apply any
restrictions it deems appropriate to the payment of dividends declared with respect to such
Restricted Shares, such that the dividends and/or the Restricted Shares maintain eligibility
for the Performance-Based Exception.
TERMINATION OF EMPLOYMENT. Each Restricted Stock Award Agreement shall set
forth the extent to which the Participant shall have the right to receive unvested Restricted
Shares following termination of the Participant's employment with the Company. Such
provisions shall be determined in the sole discretion of the Committee, shall be included in
the Award Agreement entered into with each Participant, need not be uniform among all
Shares of Restricted Stock issued pursuant to the Plan and may reflect distinctions based on
the reasons for termination of employment; provided, however, that except in the cases of
terminations by reason of death or Disability, the vesting of Shares of Restricted Stock
which qualify for the Performance-Based Exception and which are held by Covered
Employees shall occur at the time they otherwise would have vested, but for the
employment termination.

7. 

PERFORMANCE UNITS AND PERFORMANCE SHARES10. 
GRANT OF PERFORMANCE UNITS/SHARES. Subject to the terms of the Plan,
Performance Units and/or Performance Shares may be granted to Participants in such
amounts and upon such terms, and at any time and from time to time, as shall be determined
by the Committee.

1. 

VALUE OF PERFORMANCE UNITS/SHARES. Each Performance Unit shall have an
initial value that is established by the Committee at the time of grant. Each Performance
Share shall have an initial value equal to the Fair Market Value of a Share on the date of
grant. The Committee shall set performance goals in its discretion which, depending on the
extent to which they are met, will determine the number and/or value of Performance
Units/Shares that will be paid out to the Participant. For purposes of this Article 9, the time
period during which the performance goals must be met shall be called a "Performance
Period."

2. 

EARNING OF PERFORMANCE UNITS/SHARES. Subject to the terms of this Plan, after
the applicable Performance Period has ended, the holder of Performance Units/Shares shall
be entitled to receive payout on the number and value of Performance Units/Shares earned
by the Participant over the Performance Period, to be determined as a function of the extent
to which the corresponding performance goals have been achieved.

3. 

FORM AND TIMING OF PAYMENT OF PERFORMANCE UNITS/SHARES. Payment
of earned Performance Units/Shares shall be made in a single lump sum following the close
of the applicable Performance Period. Subject to the terms of this Plan, the Committee, in its
sole discretion, may pay earned Performance Units/Shares in the form of cash or in Shares
(or in a combination thereof) which have an aggregate Fair Market Value equal to the value
of the earned Performance Units/Shares at the close of the applicable Performance Period.
Such Shares may be granted subject to any restrictions deemed appropriate by the
Committee. The determination of the Committee with respect to the form of payout of such
Awards shall be set forth in the Award Agreement pertaining to the grant of the Award.

4. 

At the discretion of the Committee, Participants may be entitled to receive any dividends
declared with respect to Shares which have been earned in connection with grants of
Performance Units and/or Performance Shares, but not yet distributed to Participants (such
dividends shall be subject to the same accrual, forfeiture and payout restrictions as apply to
dividends earned with respect to Shares of Restricted Stock, as set forth in Section 8.6
herein). In addition, Participants may, at the discretion of the Committee, be entitled to
exercise their voting rights with respect to such Shares.
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TERMINATION OF EMPLOYMENT DUE TO DEATH, DISABILITY OR
RETIREMENT. Unless determined otherwise by the Committee and set forth in the
Participant's Award Agreement, in the event the employment of a Participant is terminated
by reason of death, Disability or Retirement during a Performance Period, the Participant
shall receive a payout of the Performance Units/Shares which is prorated, as specified by the
Committee in its discretion.

5. 

Payment of earned Performance Units/Shares shall be made at a time specified by the
Committee in its sole discretion and set forth in the Participant's Award Agreement.
Notwithstanding the foregoing, with respect to Covered Employees who retire during a
Performance Period, payments shall be made at the same time as payments are made to
Participants who did not terminate employment during the applicable Performance Period.

TERMINATION OF EMPLOYMENT FOR OTHER REASONS. In the event that a
Participant's employment terminates for any reason other than those reasons set forth in
Section 9.5 herein, all Performance Units/Shares shall be forfeited by the Participant to the
Company unless determined otherwise by the Committee, as set forth in the Participant's
Award Agreement.

6. 

NONTRANSFERABILITY. Except as otherwise provided in a Participant's Award
Agreement, Performance Units/Shares may not be sold, transferred, pledged, assigned or
otherwise alienated or hypothecated, other than by will or by the laws of descent and
distribution. Further, except as otherwise provided in a Participant's Award Agreement, a
Participant's rights under the Plan shall be exercisable during the Participant's lifetime only
by the Participant or the Participant's legal representative.

7. 

PERFORMANCE MEASURES11. 

Unless and until the Committee proposes for stockholder vote and the Company's stockholders
approve a change in the general performance measures set forth in this Article 10, the attainment of
which may determine the degree of payout and/or vesting with respect to Awards to Covered
Employees which are designed to qualify for the Performance-Based Exception, the performance
measure(s) to be used for purposes of such grants shall be chosen from among net income either
before or after taxes, market share, profits, share price, earnings per share, total stockholder return,
return on assets, return on equity, operating income, return on capital or investment, or economic
value added (including, but not limited to, any or all of such measures in comparison to the
Company's competitors, the industry or some other comparator group).

The Committee shall have the discretion to adjust the determinations of the degree of attainment of
the preestablished performance goals; provided, however, that Awards which are designed to qualify
for the Performance-Based Exception, and which are held by Covered Employees, may not be
adjusted upward (the Committee shall retain the discretion to adjust such Awards downward).

In the event that applicable tax and/or securities laws change to permit Committee discretion to alter
the governing performance measures without obtaining stockholder approval of such changes, the
Committee shall have sole discretion to make such changes without obtaining stockholder approval.
In addition, in the event that the Committee determines that it is advisable to grant Awards which
shall not qualify for the Performance-Based Exception, the Committee may make such grants
without satisfying the requirements of Code Section 162(m).

BENEFICIARY DESIGNATION12. 
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Each Participant under the Plan may, from time to time, name any beneficiary or beneficiaries (who
may be named contingently or successively) to whom any benefit under the Plan is to be paid in
case of his or her death before he or she receives any or all of such benefit. Each such designation
shall revoke all prior designations by the same Participant, shall be in a form prescribed by the
Company, and will be effective only when filed by the Participant in writing with the Company
during the Participant's lifetime. In the absence of any such designation, the Participant's beneficiary
shall be paid to the Participant's estate.

DEFERRALS13. 

The Committee may permit or require a Participant to defer such Participant's receipt of the payment
of cash or the delivery of Shares that would otherwise be due to such Participant by virtue of the
exercise of an Option or SAR, the lapse or waiver of restrictions with respect to Restricted Stock, or
the satisfaction of any requirements or goals with respect to Performance Units/Shares. If any such
deferral election is required or permitted, the Committee shall, in its sole discretion, establish rules
and procedures for such payment deferrals.

RIGHTS OF EMPLOYEES14. 
EMPLOYMENT. Nothing in the Plan shall interfere with or limit in any way the right of the
Company to terminate any Participant's employment at any time, nor confer upon any
Participant any right to continue in the employ of the Company.

1. 

PARTICIPATION. No Employee shall have the right to be selected to receive an Award
under this Plan or, having been so selected, to be selected to receive a future Award.

2. 

AMENDMENT, MODIFICATION, TERMINATION AND ADJUSTMENTS15. 
AMENDMENT, MODIFICATION, AND TERMINATION. Subject to the terms of the
Plan, the Board, upon recommendation of the Committee, may at any time and from time to
time, alter, amend, suspend or terminate the Plan in whole or in part.

1. 

ADJUSTMENT OF AWARDS UPON THE OCCURRENCE OF CERTAIN UNUSUAL
OR NONRECURRING EVENTS. The Committee may make adjustments in the terms and
conditions of, and the criteria included in, Awards in recognition of unusual or nonrecurring
events (including, without limitation, the events described in Section 4.3 hereof) affecting
the Company or the financial statements of the Company or of changes in applicable laws,
regulations or accounting principles, whenever the Committee determines that such
adjustments are appropriate in order to prevent dilution or enlargement of the benefits or
potential benefits intended to be made available under the Plan; provided that unless the
Committee determines otherwise, no such adjustment shall be authorized to the extent that
such authority would be inconsistent with the Plan or Awards meeting the requirements of
Code Section 162(m), as from time to time amended.

2. 

AWARDS PREVIOUSLY GRANTED. Notwithstanding any other provision of the Plan to
the contrary (but subject to Section 14.2 hereof), no termination, amendment or
modification of the Plan shall adversely affect in any material way any Award previously
granted under the Plan without the written consent of the Participant holding such Award.

3. 

COMPLIANCE WITH CODE SECTION 162(m). At all times when Code Section 162(m)
is applicable, all Awards granted under this Plan shall comply with the requirements of
Code Section 162(m); provided, however, that in the event the Committee determines that
such compliance is not desired with respect to any Award or Awards available for grant
under the Plan, then compliance with Code Section 162(m) will not be required. In addition,
in the event that changes are made to Code Section 162(m) to permit greater flexibility with
respect to any Award or Awards available under the Plan, the Committee may, subject to
this Article 14, make any adjustments it deems appropriate.

4. 

PAYMENT OF PLAN AWARDS AND CONDITIONS THEREON16. 
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EFFECT OF COMPETITIVE ACTIVITY. Anything contained in the Plan to the contrary
notwithstanding, if the employment of any Participant shall terminate, for any reason other
than death, while any Award to such Participant is outstanding hereunder, and such
Participant has not yet received the Shares covered by such Award or otherwise received the
full benefit of such Award, such Participant, if otherwise entitled thereto, shall receive such
Shares or benefit only if, during the entire period from the date of such Participant's
termination to the date of such receipt, such Participant shall have earned out such Award
by: (i) making himself or herself available, upon request, at reasonable times and upon a
reasonable basis, to consult with, supply information to, and otherwise cooperate with the
Company or any Subsidiary or Affiliate thereof with respect to any matter that shall have
been handled by him or her or under his or her supervision while he or she was in the
employ of the Company or of any Subsidiary or Affiliate thereof; and (ii) refraining from
engaging in any activity that is directly or indirectly in competition with any activity of the
Company or any Subsidiary or Affiliate thereof.

1. 

NONFULFILLMENT OF COMPETITIVE ACTIVITY CONDITIONS; WAIVERS
UNDER THE PLAN. In the event of a Participant's nonfulfillment of any condition set forth
in Section 15.1 hereof, such Participant's rights under any Award shall be forfeited and
canceled forthwith; provided, however, that the nonfulfillment of such condition may at any
time (whether before, at the time of, or subsequent to termination of employment) be
waived by the Committee upon its determination that in its sole judgment there shall not
have been and will not be any substantial adverse effect upon the Company or any
Subsidiary or Affiliate thereof by reason of the nonfulfillment of such condition.

2. 

EFFECT OF INIMICAL CONDUCT. Anything contained in the Plan to the contrary
notwithstanding, all rights of a Participant under any Award shall cease on and as of the date
on which it has been determined by the Committee that such Participant at any time
(whether before or subsequent to termination of such Participant's employment) acted in
manner inimical to the best interests of the Company or any Subsidiary or Affiliate thereof.

3. 

CHANGE IN CONTROL17. 
DEFINITION. For purposes of this Plan, a "Change in Control" of the Company is deemed
to have occurred as of the first day that any one or more of the following conditions shall
have been satisfied:

1. 

the "Beneficial Ownership" of securities representing more than thirty-three percent
(33%) of the combined voting power of the Company is acquired by any "person"
as defined in Section 13(d) and 14(d) of the Exchange Act (other than the Company,
any trustee or other fiduciary holding securities under an employee benefit plan of
the Company, or any corporation owned, directly or indirectly, by the stockholders
of the Company in substantially the same proportions as their ownership of stock of
the Company); or

a. 

the stockholders of the Company approve a definitive agreement to merge or
consolidate the Company with or into another corporation or to sell or otherwise
dispose of all or substantially all of its assets, or adopt a plan of liquidation; or

b. 

during any period of three consecutive years, individuals who at the beginning of
such period were members of the Board cease for any reason to constitute at least a
majority thereof (unless the election, or the nomination for election by the
Company's stockholders, of each new director was approved by a vote of at least a
majority of the directors then still in office who were directors at the beginning of
such period or whose election or nomination was previously so approved).

c. 

TREATMENT OF OUTSTANDING AWARDS. Subject to Section 16.3 herein, upon the
occurrence of a Change in Control:

2. 

any and all Options and SARs granted hereunder shall become immediately
exercisable and shall remain exercisable throughout their entire term;

a. 
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any restriction periods and restrictions imposed on Restricted Stock which are not
performance-based shall lapse;

b. 

the target payout opportunities attainable under all outstanding Awards of
performance-based Restricted Stock, Performance Units and Performance Shares
shall be deemed to have been fully earned for the entire Performance Period(s) as of
the effective date of the Change in Control. The vesting of all Awards denominated
in Shares shall be accelerated as of the effective date of the Change in Control, and
there shall be paid out to Participants within 30 days following the effective date of
the Change in Control a pro rata number of Shares (or their cash equivalents) based
upon an assumed achievement of all relevant targeted performance goals and upon
the length of time within the Performance Period which has elapsed prior to the
Change in Control. Awards denominated in cash shall be paid pro rata to
participants in cash within 30 days following the effective date of the Change in
Control, with the proration determined as a function of the length of time within the
Performance Period which has elapsed prior to the Change in Control, and based on
an assumed achievement of all relevant targeted performance goals.

c. 

TERMINATION, AMENDMENT AND MODIFICATIONS OF CHANGE-IN-CONTROL
PROVISIONS. Notwithstanding any other provision of the Plan or any Award Agreement
provision, the provisions of this Article 16 may not be terminated, amended or modified on
or after the date of an event which is likely to give rise to a Change in Control to affect
adversely any Award theretofore granted under the Plan without the prior written consent of
the Participant with respect to said Participant's outstanding Awards.

3. 

WITHHOLDING18. 
TAX WITHHOLDING. The Company shall have the power and the right to deduct or
withhold, or require a Participant to remit to the Company, an amount sufficient to satisfy
federal, state and local taxes, domestic or foreign, required by law or regulation to be
withheld with respect to any taxable event arising as a result of this Plan.

1. 

SHARE WITHHOLDING. With respect to withholding required upon the exercise of
Options or SARs, upon the lapse of restrictions on Restricted Stock, or upon any other
taxable event arising as a result of Awards granted hereunder, Participants may elect,
subject to the approval of the Committee, to satisfy the withholding requirement, in whole
or in part, by having the Company withhold Shares having a Fair Market Value on the date
the tax is to be determined equal to the minimum statutory total tax which could be imposed
on the transaction. All such elections shall be irrevocable, made in writing, and signed by
the Participant, and shall be subject to any restrictions or limitations that the Committee, in
its sole discretion, deems appropriate.

2. 

INDEMNIFICATION19. 

Each person who is or shall have been a member of the Committee, or of the Board, shall be
indemnified and held harmless by the Company against and from any loss, cost, liability or expense
that may be imposed upon or reasonably incurred by him or her in connection with or resulting from
any claim, action, suit or proceeding to which he or she may be a party or in which he or she may be
involved by reason of any action taken or failure to act under the Plan and against and from any and
all amounts paid by him or her in settlement thereof, with the Company's approval, or paid by him
or her in satisfaction of any judgment in any such action, suit or proceeding against him or her,
provided he or she shall give the Company an opportunity, at its own expense, to handle and defend
the same before he or she undertakes to handle and defend it on his or her own behalf. The
foregoing right of indemnification shall not be exclusive of any other rights of indemnification to
which such persons may be entitled under the Company's Articles of Incorporation or Bylaws, as a
matter of law or otherwise, or any power that the Company may have to indemnify them or hold
them harmless.
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SUCCESSORS20. 

All obligations of the Company under the Plan with respect to Awards granted hereunder shall be
binding on any successor to the Company, whether the existence of such successor is the result of a
direct or indirect purchase, merger, consolidation or otherwise, of all or substantially all of the
business or assets of the Company.

LEGAL CONSTRUCTION21. 
GENDER AND NUMBER. Except where otherwise indicated by the context, any
masculine term used herein also shall include the feminine, the plural shall include the
singular, and the singular shall include the plural.

1. 

SEVERABILITY. In the event any provision of the Plan shall be held illegal or invalid for
any reason, the illegality or invalidity shall not affect the remaining parts of the Plan, and
the Plan shall be construed and enforced as if the illegal or invalid provision had not been
included.

2. 

REQUIREMENTS OF LAW. The granting of Awards and the issuance of Shares under the
Plan shall be subject to all applicable laws, rules and regulations, and to such approvals by
any governmental agencies or national securities exchanges as may be required.

3. 

SECURITIES LAW COMPLIANCE. With respect to Insiders, transactions under this Plan
are intended to comply with all applicable conditions of Rule 16b-3 or its successors under
the Exchange Act. To the extent any provision of the Plan or action by the Committee fails
to so comply, it shall be deemed null and void, to the extent permitted by law and deemed
advisable by the Committee.

4. 

GOVERNING LAW. To the extent not preempted by federal law, the Plan, and all
agreements hereunder, shall be construed in accordance with and governed by the laws of
the State of West Virginia.

5. 

Exhibit C

PETROLEUM DEVELOPMENT CORPORATION

NON-EMPLOYEE DIRECTOR DEFERRED COMPENSATION PLAN

Petroleum Development Corporation, a Nevada corporation (the "Company"), hereby establishes,
effective June 1, 2004, a nonqualified deferred compensation plan for the benefit of Non-Employee
Directors (defined below) of the Company. This plan shall be known as the Petroleum Development
Corporation Non-Employee Director Deferred Compensation Plan (the "Plan"). The Plan was
adopted by the Board on April 27, 2004.

ARTICLE I

DEFERRED COMPENSATION ACCOUNTS

Section 1.1	Establishment of Accounts

The Company shall established a "Deferred Account" (also referred to as an "Account") for each Participant which shall be
equal in value at any point in time to the Benefit payable to the Participant under the Petroleum Development Corporation
Non-Employee Director Deferred Compensation Trust (the "Trust").
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ARTICLE II

DEFINITIONS, GENDER AND NUMBER

Section 2.1	Definitions

. Whenever used in the Plan, the following words and phrases shall have the meaning set forth below unless the context
plainly requires a different meaning, and when a defined meaning is intended, the term is capitalized.

(a)	"Administrator" means the Board, or if and to the extent the Board does not administer the Plan,
the Committee.

(b)	"Beneficiary" or "Beneficiaries" means the individuals, trusts or other entities designated by a
Participant in writing pursuant to Section 7.2(b) of the Plan as being entitled to receive any benefit
payable under the Plan by reason of the death of a Participant, or, in the absence of such designation,
the persons specified in Section 7.2(c) of the Plan.

(c)	"Benefit" means the amounts credited to a Participant's Deferred Account pursuant to such
Participant's Deferred Compensation Agreement as adjusted pursuant to Section 4.2.

(d)	"Board" means the Board of Directors of the Company as constituted at the relevant time.

(e)	"Change in Control" means any of the following events: the "Beneficial Ownership" of
securities representing more than thirty-three percent (33%) of the combined voting power of the
Company is acquired by any "person" as defined in Section 13(d) and 14(d) of the Securities
Exchange Act of 1934, as amended (other than the Company, any trustee or other fiduciary holding
securities under an employee benefit plan of the Company, or any corporation owned, directly or
indirectly, by the stockholders of the Company in substantially the same proportions as their
ownership of stock of the Company); or the stockholders of the Company approve a definitive
agreement to merge or consolidate the Company with or into another corporation or to sell or
otherwise dispose of all or substantially all of its assets, or adopt a plan of liquidation; or during any
period of three consecutive years, individuals who at the beginning of such period were members of
the Board cease for any reason to constitute at least a majority thereof (unless the election, or the
nomination for election by the Company's stockholders, of each new director was approved by a
vote of at least a majority of the directors then still in office who were directors at the beginning of
such period or whose election or nomination was previously so approved).

(f)	"Code" means the Internal Revenue Code of 1986, as amended from time to time, and any
successor statute. References to a Code Section shall be deemed to be that section or to any
successor to that section.

(g)	"Committee" means the Compensation Committee of the Board.

(h)	"Common Stock" means the common stock of the Company, par value $.01 per share, or any
successor security.

(i)	"Company" means Petroleum Development Corporation, a Nevada corporation.

(j)	"Deferred Compensation Agreement" means the agreement to participate and defer
compensation between a Participant and the Company.
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(k)	"Director" means an individual serving as a member of the Board of Directors of the Company.

(l)	"Director's Compensation" of a Director for any Plan Year means that individual's total annual
retainer, and any fees received for performance of the Director's functions, including fees for
attendance or participation at meetings and for serving on a Board Committee or as a Committee or
Board Chair. "Director's Compensation" shall not include expense reimbursements or options to
purchase Common Stock.

(m)	"Effective Date" means June 1, 2004, the date on which this Plan becomes effective.

(n)	"Enrollment Period" means the period of December 1 to December 31 prior to the Plan Year to
which a deferral election pursuant to a Deferred Compensation Agreement applies; provided,
however, for the initial Plan Year, a Non-Employee Director may make a deferral election with
respect to Director's Compensation to be paid for periods subsequent to the election within thirty
(30) days after the Effective Date. The Enrollment Period for any newly elected Non-Employee
Director shall be any time within thirty (30) days before or after the Director takes office and the
deferral election shall apply to all Director's Compensation to be paid for periods subsequent to the
election for the remainder of the Plan Year.

(o)	"Non-Employee Director" means any Director who is not an employee of the Company or any
of its affiliates or subsidiaries.

(p)	"Participant" means a Non-Employee Director of the Company who has executed a Deferred
Compensation Agreement and who maintains an Account under the Plan.

(q)	"Plan" means this Petroleum Development Corporation Non-Employee Director Deferred
Compensation Plan as set forth herein and as amended or restated from time to time.

(r)	"Plan Year" means January 1 through December 31; provided, however, the initial Plan Year
shall be a short Plan Year beginning on the Effective Date and ending December 31, 2004.

(s)	"Termination Event" means a Participant ceases being a Non-Employee Director of the
Company for any reason or a Change in Control.

(t)	"Trust" means the Petroleum Development Corporation Non-Employee Director Deferred
Compensation Trust.

Section 2.2	Gender and Number.

Except as otherwise indicated by context, masculine terminology used herein also includes the feminine and neuter, and
terms used in the singular may also include the plural.

ARTICLE III

PARTICIPATION

Section 3.1	Eligibility to Participate.

Each Non-Employee Director of the Company may participate in this Plan.

Section 3.2	Election to Participate.
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Each Non-Employee Director may become a Participant in the Plan by electing to defer compensation in accordance with
the terms of this Plan during an Enrollment Period. An election to defer shall be in writing and shall be made by executing
a Deferred Compensation Agreement. Except with respect to new Non-Employee Directors or for the initial Plan Year, all
elections to defer amounts under this Plan shall be made pursuant to a Deferred Compensation Agreement executed and
filed with the Company before the year in which the amount deferred is earned. A deferral election made pursuant to a
Deferred Compensation Agreement shall remain in effect until modified by the Participant. No modification shall be given
effect with respect to a Plan Year to which the modification is intended to apply unless that modification is made prior to
the beginning of that Plan Year.

Section 3.3	Cessation of Participation.

Participation in the Plan shall continue until all of the Benefits to which the Participant is entitled have been paid in full.

ARTICLE IV

ENTRIES TO PARTICIPANTS' ACCOUNTS

Section 4.1	Deferrals. Pursuant to a Deferred Compensation Agreement in effect for the
applicable Plan Year, a Participant may elect to defer all or a portion of Director's Compensation
into his or her Deferred Account. A Participant's Deferred Account shall be credited with the dollar
amount of Director's Compensation to be deferred as designated by such Participant in his or her
Deferred Compensation Agreement on the date such compensation would otherwise have been
payable.

Section 4.2	Adjustment to Accounts.

.

(a)	Funding of Trust. An amount equal to the dollar amount
credited to the Deferred Account of a Participant shall be deposited
into the Trust on the date credited to the Deferred Account.

(b)	Adjustment of Deferral Account. Amounts credited to the
Deferral Account shall be adjusted to reflect the value of the assets
credited to such Participant under the Trust.

Section 4.3	Distributions. A Participant's Deferred Account shall be debited for the same amount of
any distribution made to such Participant from the Trust.

ARTICLE V

BENEFITS

Section 5.1	Timing of Distribution. The amounts credited to a Participant's Account shall be paid
within a reasonable time after a Termination Event.

ARTICLE VI

VESTING
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	Section 6.1	Immediate Vesting. Participants shall be fully vested in their Account at all times.

ARTICLE VII

DISTRIBUTION OF BENEFITS

	Section 7.1	Form of Benefit. A Participant shall receive his or her Benefits in a lump sum
distribution. Payment of such lump sum distribution shall be in cash or in kind, as so determined by
the Participant.

Section 7.2	Death Benefits.

(a)	If a Participant dies prior to the time of payment of the Benefits, the
Participant's Benefit shall be paid to the Beneficiary in a lump sum with a
reasonable time following the Participant's death.

(b)	Each Participant has the right to designate primary and contingent Beneficiaries
for Benefits payable under the Plan. A beneficiary designation by a Participant shall
be in writing on a form acceptable to the Company and shall be effective only upon
delivery to the Company. A beneficiary designation may be revoked by a
Participant at any time by delivering to the Company either written notice of
revocation or a new beneficiary designation form. The beneficiary designation form
last delivered to the Company prior to the death of a Participant shall control.

(c)	In the event there is no beneficiary designation on file with the Company, or all
Beneficiaries designated by a Participant have predeceased the Participant, the
Benefits payable by reason of the death of the Participant shall be paid to the
Participant's spouse, if living; if the Participant does not leave a surviving spouse, to
the Participant's issue by right of representation; or, if there are no such issue then
living, to the Participant's estate.

ARTICLE VIII

FUNDING

Section 8.1	Sources of Benefits. All Benefits under the Plan shall be paid when due by the
Company out of the Trust.

Section 8.2	No Claim on Specific Assets. No Participant shall be deemed to have, by virtue of
being a Participant in the Plan, any claim on any specific assets of the Company such that the
Participant would be subject to income taxation on his Benefits under the Plan prior to distribution
and the rights of Participants and Beneficiaries to Benefits to which they are otherwise entitled
under the Plan shall be those of an unsecured general creditors of the Company.

ARTICLE IX

ADMINISTRATION OF THE PLAN
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Section 9.1	Administrator. The Administrator shall be responsible for the general operation and
administration of this Plan and for carrying out the provisions thereof.

Section 9.2	General Powers of Administration. The Plan shall be administered by the
Administrator. The Administrator shall be entitled to rely conclusively upon all tables, valuations,
certificates, opinions and reports furnished by any actuary, accountant, controller, counsel or other
person employed or engaged by the Company with respect to this Plan.

Section 9.3	Claims Procedure. The Administrator shall notify a Participant in writing within ninety
(90) days of the Participant's written application for Benefits of his or her eligibility or
non-eligibility for Benefits under the Plan. If the Administrator determines that a Participant is not
eligible for Benefits or full Benefits, the notice shall set forth the specific reasons for such denial, a
specific reference to the provision of the Plan on which the denial is based, a description of any
additional information or material necessary for the claimant to perfect his or her claim, a
description of why it is needed, and an explanation of the Plan's claims review procedure and other
appropriate information as the steps to be taken if the Participant wishes to have his or her claim
reviewed. If the Administrator determines that there are special circumstances requiring additional
time to make a decision, the Administrator shall notify the Participant of the special circumstances
and the date by which a decision is expected to be made, and may extend the time for an additional
90-day period. If a Participant is determined by the Administrator to be not eligible for Benefits, or
if the Participant believes that he or she is entitled to greater or different Benefits, he or she shall
have the opportunity to have his or her claim reviewed by the Administrator or filing a petition for
review with the Administrator within sixty (60) days after receipt by him or her of the notice issued
by the Administrator. Said petition shall state that specific reasons the Participant believes he or she
is entitled to Benefits or greater or different Benefits. Within sixty (60) days after receipt by the
Administrator of said petition, the Administrator shall afford the Participant (and his or her counsel,
if any) an opportunity to present his or her position to the Administrator orally or in writing, and
such Participant (or his counsel) shall have the right to review the pertinent documents, and the
Administrator shall notify the Participant of its decision in writing within said sixty (60) day period,
stating specifically the basis of said decision written in a manner calculated to be understood by the
Participant and the specific provisions of the Plan on which the decision is based. If, because of the
need for a hearing, the sixty (60) day period is not sufficient, the decision may be deferred for up to
another sixty (60) day period at the election of the Administrator, but notice of this deferral shall be
given to the Participant.

ARTICLE X

MISCELLANEOUS

Section 10.1	Benefits Inalienable. Except as provided in Section 7.2, the right of any Participant,
any Beneficiary, or any other person to the payment of any Benefits under this Plan shall not be
assigned, transferred, pledged or encumbered.

Section 10.2	Successors and Assigns. This Plan shall be binding upon and inure to the benefit of
the Company, its successors and assigns and the Participant and his or her heirs, executors,
administrators and legal representatives.

Section 10.3	Costs of Enforcement. If the Company, the Participant, any Beneficiary, or a
successor in interest to any of the foregoing, brings legal action to enforce any of the provisions of
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this Plan, the prevailing party in such legal action shall be reimbursed by the other party for the
prevailing party's costs of such legal action including, without limitation, reasonable fees of
attorneys, accountants and similar advisors and expert witnesses.

Section 10.4	Disputes. Any dispute or claim relating to or arising out of this Plan that cannot be
resolved pursuant to the internal dispute resolution processes implemented by the Administrator
with respect to the Plan shall be resolved in the following manner. The Participant or Beneficiary, as
the case may be, on the one hand, and the Administrator or its representative, on the other hand
(collective, the "Parties"), shall meet to attempt to resolve such disputes. If the disputes cannot be
resolved by the Parties, either Party may make a written demand for formal dispute resolution and
specify therein the scope of the dispute. Within thirty (30) days after such written notification, the
parties agree to meet for one day with an impartial mediator and consider dispute resolution
alternatives other than litigation. If an alternative method of dispute resolution is not agreed upon
within thirty (30) days after the one day mediation, either party may begin litigation proceedings.

Section 10.5	Governing Law. This Plan shall be construed in accordance with and governed by the
laws of the State of West Virginia, without reference to the principles of conflicts of law thereof, to
the extent such construction is not pre-empted by any applicable federal law.

Section 10.6	Entire Agreement. This Plan constitutes the entire understanding and agreement with
respect to the subject matter contained herein, and there are no agreements, understandings,
restrictions, representations or warranties among any Participant and the Company other than those
set forth or provided for herein.

Section 10.7	Amendment and Termination

.

(a)	This Plan may be amended by the Board at any time in its sole discretion;
provided, however, any amendment that would alter the irrevocable nature of an
election or which would reduce the amount credited to a Participant's Account on
the date of such amendment shall not be effective unless consented to in writing by
the Participant or, if the Participant has died or is incompetent, the Participant's
Beneficiary or conservator.

(b)	Notwithstanding the foregoing paragraph or any other provision in this Plan to
the contrary, the Board may terminate the Plan at any time. Within a reasonable
period following termination of the Plan, Participants shall be distributed all
Benefits due them. Any amounts not distributed after payment in full of all Benefits
hereunder shall revert to the Company.

ARTICLE XI

TERM OF PLAN

The Plan shall remain in effect until terminated by the Board.

PETROLEUM DEVELOPMENT CORPORATION

NON-EMPLOYEE DIRECTOR DEFERRED COMPENSATION TRUST
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This Agreement made this 27th day of April, 2004, by and between Petroleum Development
Corporation, a Nevada corporation ("Company") and [_______________________] (the "Trustee");

WHEREAS, the Company has adopted the Petroleum Development Corporation Non-Employee
Director Deferred Compensation Plan (the "Plan").

WHEREAS, the Company has incurred or expects to incur liability under the terms of such Plan
with respect to the individuals participating in such Plan;

WHEREAS, the Company wishes to establish a trust (hereinafter called the "Trust") and to
contribute to the Trust assets that shall be held therein, subject to the claims of the Company's
creditors in the event of the Company's Insolvency, as herein defined, until paid to Participants and
their Beneficiaries in such manner and at such times as specified in the Plan;

WHEREAS, it is the intention of the parties that this Trust shall constitute an unfunded arrangement
and shall not affect the status of the Plan as an unfunded plan maintained for the purpose of
providing deferred compensation for a select group of management or highly compensated
employees for purposes of Title I of the Employee Retirement Income Security Act of 1974;

WHEREAS, it is the intention of the Company to make contributions to the Trust to provide itself
with a source of funds to assist it in the meeting of its liabilities under the Plan;

NOW, THEREFORE, the parties do hereby establish the Trust and agree that the Trust shall be
comprised, held and disposed of as follows:

Section 1.Establishment of Trust.

(a)	The Company hereby deposits with the Trustee in trust One Hundred and no/100 Dollars
($100.00), which shall become the principal of the Trust to be held, administered and disposed of by
Trustee as provided in this Trust Agreement.

(b)	The Trust hereby established shall be irrevocable by the Company.

(c)	The Trust is intended to be a grantor trust, of which the Company is the grantor,
within the meaning of subpart E, part I, subchapter J, chapter 1, subtitle A of the
Internal Revenue Code of 1986, as amended, and shall be construed accordingly.

(d)	The principal of the Trust, and any earnings and losses thereon shall be held separate and apart
from other funds of the Company and shall be used exclusively for the uses and purposes of
Participants and general creditors as herein set forth. Participants and their Beneficiaries shall have
no preferred claim on, or any beneficial ownership interest in, any assets of the Trust. Any rights
created under the Plan and this Trust Agreement shall be mere unsecured contractual rights of
Participants and their Beneficiaries against the Company. Any assets held by the Trust will be
subject to the claims of the Company's general creditors under federal and state law in the event of
Insolvency, as defined in Section 3(a) herein.

(e)	Pursuant to the terms of the Plan, the Company shall from time to time make additional deposits
of cash in trust with Trustee to augment the principal to be held, administered and disposed of by the
Trustee as provided in this Trust Agreement.
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	(f)	Upon a Change of Control, the Company shall, as soon as possible, but in no event longer than
thirty (30) days following the Change of Control make an irrevocable contribution to the Trust in an
amount that is sufficient to pay each Participant or Beneficiary the Benefits to which Participants or
their Beneficiaries would be entitled pursuant to the terms of the Plan as of the date on which the
Change of Control occurred.

Section 2.	Payments to Plan Participants and Their Beneficiaries.

(a)	The Company shall deliver to the Trustee a schedule (the "Payment Schedule") that indicates
the amounts payable in respect of each Participant (and his or her Beneficiaries) upon a Termination
Event. Except as otherwise provided herein, the Trustee shall make payments to the Participants and
their Beneficiaries in accordance with such Payment Schedule and shall furnish the Participants
annually with a statement of their Account. The Trustee shall make provision for the reporting and
withholding of any federal, state or local taxes that may be required to be withheld with respect to
the payment of Benefits pursuant to the terms of Plan and shall pay amounts withheld to the
appropriate taxing authorities or determine that such amounts have been reported, withheld and paid
by the Company.

(b)	Distributions shall be in cash or in kind, as so determined by the Participant. In the event of a
cash distribution, the Trustee shall liquidate the Participant's Account by selling the Common Stock
to the Company, based on the closing price of the Common Stock on the Nasdaq National Market
System on the date of the Committee approval of such purchase.

(c)	The entitlement of a Participant or his or her Beneficiaries to Benefits under the Plan shall be
determined by the Company or such party as it shall designate under the Plan, and any claim for
such Benefits shall be considered and reviewed under the procedures set out in the Plan.

Section 3.	Trustee Responsibility Regarding Payments to Trust Beneficiary When Company Is
Insolvent.

(a)	Trustee shall cease payment of Benefits to Participants and their Beneficiaries if the Company is
Insolvent. The Company shall be considered "Insolvent" for purposes of this Trust Agreement if (i)
the Company is unable to pay its debts as they become due, or (ii) the Company is subject to a
pending proceeding as a debtor under the United States Bankruptcy Code.

(b)	At all times during the continuance of this Trust, as provided in Section 1(d) hereof, the
principal and income of the Trust shall be subject to claims of general creditors of the Company
under federal and state law as set forth below.

(1)	The Board of Directors and the President and Chief Executive Officer of the
Company shall have the duty to inform the Trustee in writing of the Company's
Insolvency. If a person claiming to be a creditor of the Company alleges in writing
to the Trustee that the Company has become Insolvent, the Trustee shall determine
whether the Company is Insolvent and, pending such determination, the Trustee
shall discontinue payment of Benefits to Participants or their Beneficiaries.

(2)	Unless the Trustee has actual knowledge of the Company's Insolvency, or has
received notice from the Company or a person claiming to be a creditor alleging
that the Company is Insolvent, the Trustee shall have no duty to inquire whether the
Company is Insolvent. The Trustee may in all events rely on such evidence
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concerning the Company's solvency as may be furnished to the Trustee and that
provides the Trustee with a reasonable basis for making a determination concerning
the Company's solvency.

(3)	If at any time the Trustee has determined that the Company is Insolvent, the
Trustee shall discontinue payments to Participants or their Beneficiaries and shall
hold the assets of the Trust for the benefit of the Company's general creditors.
Nothing in this Trust Agreement shall in any way diminish any rights of
Participants or their Beneficiaries to pursue their rights as general creditors of the
Company with respect to Benefits due under the Plan or otherwise.

(4)	The Trustee shall resume the payment of Benefits to Participants or their
Beneficiaries in accordance with Section 2 of this Trust Agreement only after the
Trustee has determined that the Company is not Insolvent (or is no longer
Insolvent).

	Section 4.	Investment Authority.

The Trustee shall, following receipt of a cash deposit, invest all cash deposits exclusively in
Common Stock of the Company. Notwithstanding, cash may be held in lieu of fractional shares. If
the Trustee in its sole discretion purchases the Common Stock on the open market, it shall be
purchased at fair market value within one business day of the receipt of the cash deposit. If the
Trustee in its sole discretion purchases the Common Stock from the Company, it shall purchase the
Common Stock as soon as practicable from the Company based on the closing price of the Common
Stock on the Nasdaq National Market System on the date of the receipt of the cash deposit. All
rights associated with the Company Common Stock held in Trust shall be exercised by the Trustee
or the person designated by the Trustee, and shall in no event be exercisable by or rest with
Participants. The Trustee shall vote stock and other voting securities directly or by proxy (and
delegate the Trustee's powers and discretions with respect to such stock or other voting securities to
any such proxy), shall exercise subscription, conversion, and other rights and options (and make
payments from the Trust fund in connection therewith), shall take any action and abstain from
taking any action with respect to any reorganization, consolidation, merger, dissolution,
recapitalization or refinancing.

	Section 5.	Dividend Income.

During the term of this Trust, all dividend income received by the Trust shall be reinvested in
Common Stock of the Company. Reinvestment shall be made by purchase on the open market or
from the Company, as determined by the Trustee in its sole discretion, using the methodology set
forth in Section 4 for open market or Company purchases, as the case may be.

Section 6.	Accounting by the Trustee.

The Trustee shall keep accurate and detailed records of all investments, receipts, disbursements, and
all other transactions required to be made, including such specific records as shall be agreed upon in
writing between the Company and the Trustee. Within ninety (90) days following the close of each
calendar year and within sixty (60) days after the removal or resignation of the Trustee, the Trustee
shall deliver to the Company a written account of its administration of the Trust during such year or
during the period from the close of the last preceding year to the date of such removal or resignation,
setting forth all investments, receipts, disbursements and other transactions effected by it, including
a description of all securities and investments purchased and sold with the cost or net proceeds of
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such purchases or sales (accrued interest paid or receivable being shown separately), and showing
all cash, securities and other property held in the Trust at the end of such year or as of the date of
such removal or resignation, as the case may be.

Section 7.	Responsibility of Trustee.

(a)	The Trustee shall act with the care, skill, prudence and diligence under the circumstances then
prevailing that a prudent person acting in like capacity and familiar with such matters would use in
the conduct of an enterprise of a like character and with like aims, provided, however, that the
Trustee shall incur no liability to any person for any action taken pursuant to a direction, request or
approval given by the Company which is contemplated by, and in conformity with, the terms of the
Plan or this Trust and is given in writing by the Company. In the event of a dispute between the
Company and a party, the Trustee may apply to a court of competent jurisdiction to resolve the
dispute.

(b)	If the Trustee undertakes or defends any litigation, arbitration or similar proceeding arising in
connection with this Trust, the Company agrees to indemnify the Trustee against the Trustee's costs,
expenses and liabilities (including, without limitation, attorneys' fees and expenses) relating thereto
and to be primarily liable for such payments. If the Company does not pay such costs, expenses and
liabilities in a reasonably timely manner, the Trustee may obtain payment from the Trust.

(c)	The Trustee may consult with legal counsel (who may also be counsel for the Company
generally) with respect to any of its duties or obligations hereunder.

(d)The Trustee may hire agents, accountants, actuaries, investment advisors, financial consultants or
other professionals to assist it in performing any of its duties or obligations hereunder.

(e)	The Trustee shall have, without exclusion, all powers conferred on the Trustees by applicable
law, unless expressly provided otherwise herein.

Section 8.	Compensation and Expenses of Trustee.

The Company shall pay all administrative and the Trustee's fees and expenses. If not so paid, the
fees and expenses shall be paid from the Trust.

Section 9.	Resignation and Removal of Trustee.

(a)	The Trustee may resign at any time by written notice to the Company, which shall be effective
thirty (30) days after receipt of such notice unless the Company and the Trustee agree otherwise.

(b)	The Trustee may be removed by the Company on thirty (30) days notice or upon shorter notice
accepted by the Trustee.

(c)	Upon resignation or removal of the Trustee and appointment of a successor Trustee, all assets
shall subsequently be transferred to the successor Trustee. The transfer shall be completed within
sixty (60) days after receipt of notice of resignation, removal or transfer, unless the Company
extends the time limit.

(d)	If the Trustee resigns or is removed, a successor shall be appointed, in accordance with Section
10 hereof, by the effective date of resignation or removal under paragraphs (a) or (b) of this section.
If no such appointment has been made, the Trustee may apply to a court of competent jurisdiction
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for appointment of a successor or for instructions. All expenses of the Trustee in connection with the
proceeding shall be allowed as administrative expenses of the Trust.

Section 10.	Appointment of Successor.

If the Trustee resigns or is removed in accordance with Section 9(a) or (b) hereof, the Company may
appoint any third party, such as a bank trust department or other party that may be granted corporate
trustee powers under state law, as a successor to replace the Trustee upon resignation or removal. The
appointment shall be effective when accepted in writing by the new Trustee, who shall have all of the
rights and powers of the former Trustee, including ownership rights in the Trust assets. The former
Trustee shall execute any instrument necessary or reasonably requested by the Company or the
successor Trustee to evidence the transfer.

a. 

(b)	The successor Trustee need not examine the records and acts of any prior
Trustee and may retain or dispose of existing Trust assets, subject to Section 6 and 7
hereof. The successor Trustee shall not be responsible for and the Company shall
indemnify and defend the successor Trustee from any claim or liability resulting
from any action or inaction or any prior Trustee or from any other past event, or any
condition existing at the time it becomes successor Trustee.

Section 11.Amendment or Termination.

(a)	This Trust Agreement is irrevocable and may not be amended.

(b)	The Trust shall not terminate until the date on which Participants and their Beneficiaries are no
longer entitled to Benefits pursuant to the terms of the Plan.

	Section 12.	Miscellaneous.

(a)	Any provision of this Trust Agreement prohibited by law shall be ineffective to the extent of
any such prohibition, without invalidating the remaining provisions hereof.

Benefits payable to Participants and their Beneficiaries under this Trust Agreement may not be
anticipated, assigned (either at law or in equity), alienated, pledged, encumbered or subjected to
attachment, garnishment, levy, execution or other legal or equitable process.

This Trust Agreement shall be governed by and construed in accordance with the laws of the State
of West Virginia.

(b)All capitalized words not defined in the Trust shall have the meanings ascribed to them under the
Plan.

Section 13.	Effective Date.

The effective date of this Trust Agreement shall be April 27, 2004.

PETROLEUM DEVELOPMENT CORPORATION

By:_______________________________
Its:_______________________________
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TRUSTEE:

[ ]

By:_______________________________
Its:_______________________________

PETROLEUM DEVELOPMENT CORPORATION
NON-EMPLOYEE DIRECTOR DEFERRED COMPENSATION PLAN

Beneficiary Designation

Pursuant to Section 7.2 of the Petroleum Development Corporation Non-Employee Director
Deferred Compensation Plan, I hereby direct that the amount credited to my Deferred Account that
is payable to me after my death be paid to the beneficiary(ies) named below to the extent indicated:

% of Deferred Account Balance Beneficiary (full name and relationship)

1. _________________ %

2. _________________ %

3. _________________ %

SPECIAL INSTRUCTIONS: (i.e., if more than one individual or entity has been named above,
indicate whether any are to be considered contingent beneficiaries.)

I understand that I may change the designated beneficiary(ies) at any time by filing a new
Beneficiary Designation Form with the Company. If no designation is in effect at the time of my
death, the beneficiary shall be as provided in Section 7.2(c) of the Plan.

ACKNOWLEDGED:

PETROLEUM DEVELOPMENT

CORPORATION
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By:													

Its:									Director

Date:								Date:					

PETROLEUM DEVELOPMENT CORPORATION
NON-EMPLOYEE DIRECTOR DEFERRED COMPENSATION PLAN

Election to Defer Compensation

Pursuant to Section 4.1 of the Petroleum Development Corporation Non-Employee Director
Deferred Compensation Plan, I hereby elect to defer the portion of my 2004 Director's
Compensation as indicated below:

Percentage of 2004 Director's Compensation deferred ______%, or

Amount of 2004 Director's Compensation deferred $____________.

I understand that this election as to my 2004 Director's Compensation is irrevocable and is subject to
the terms of the Plan.

This election must be delivered to the Company prior to the beginning of the calendar year for
which the deferral is to be effective.

ACKNOWLEDGED:

PETROLEUM DEVELOPMENT
CORPORATION

By:												

Its:								Director

Date:							Date:					

Edgar Filing: AMES NATIONAL CORP - Form 10-Q

42


