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JACKkSON & WALKER, L.L.P
ATTORNEYS AND COUNSELORS
901 MAIN STREET
SUITE &00C
DALLAS, TEXAS 75202.3797 OTHER LOCATIONS
c‘r:&-:;r;:s i214) 953-6000 ;g;"?u,o"mw
lmcopl;n"llli 838822 SAN ANTONIO
Qi) w5500
May 6, 1992
Sy e ol
Ms. La Nelle Bochm Wt@@@W@
Mineral Management Service J’m"
Gulf of Mexico Division MAY 11 92
1201 Elmwood Parkway AT 11 W

New Orleans, LA 70123
WIMERALS [3ANASEMENT SERVICFE

i i (G & ENVIROMMEN
Re:  Snyder Qil Corporation LEASING & ENVIRORMENT

Dear Ms. Boehm:

Pursuant to our conversation May 6, 1992, I have attached hereto: (1) a Collateral
Mortgage and Security Agreement which should be filed in Lease Number OCSG - 2319, and
(2) an Open End Morigage, Deed of Trust, Security Agreement, Financing Statcment and
Assignment of Production which should be filed in Lease Number QCSG - 1831.

I have enclosed a check in the amount of $50.00 to cover the filing costs. Please call
me if you have any questions.
Very truly yours, ky(,/
A. Lamar Youngblood

210637
Encl.
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Mortgage Amount: $150,000,000.00 Maturity Date: December 31, 1995

OPEN END
MORTGAGE, DEED OF TRUST, SECURITY AGREEMENT,
FINANCING STATEMENT AND ASSIGNMENT OF PRODUCTIOII

FROM
SNYDER OIL CORPCRATION, Mortgagor

TC

Rex C. Walker, Trustee
AND

WELLS FARGO BANK, N.A.

agent for the Banks
Dated as of December 13, 15391

THIS INSTRUMENT IS A MORTGAGE OF BOTH REAL AND PERSONAL PROPERTY
AND IS, AMONG OTHER THINGS, A MORTGACE OF CHATTELS, A SECURITY
AGREEMENT AND A FINANCING STATEMENT.

THIS INSTRUMENT CONTAINS AFTER ACQUIRED PROPERTY PROVISIONS.

THE OIL AND GAS INTERESTS OR ACCOUNTS INCLUDED IN THE MORTGAGED
PROPERTY WILL BE FINANCED AT THE WELLHEADS LOCATED ON THE LANDS
DESCRISED IN EXHIBIT A HERETO, AND THIS FINANTING STATEMENT IS TO
BE 1.LED FOR RECORD, AMONG OTHER PLACES, IN THE REAL ESTATE
RECORDS.

THIS INSTRUMENT WAS PREPARED BY, AND RECORDED COUNTERPARTS SHOULD
BE RETURNED TO:

JACKSON & WALKER
901 Main Street
Suite 6000
Dallas, Texas 75202
Attention: Mr. William D. Young



MORTGAGE, DEED OF TRUST,
SECURITY AGREEMENT, FINANCING STATEMENT
AND ASSIGNMENT OF PFODUCTION

THIS MORTGAGE, DEED OF TRUST, SECURITY AGREEMENT, FINANCING
STATEMENT AND ASS1GNMENT OF CRODUCTION (this "Mortgage") is from
SNYDER OIL CORPORATION, a Delaware corporation, as Mortgagor
("Mertgagor™), to Rex C. .ilxevr of Callas, Dallas County, Texas, as
Trustee ("Trustee”), for th. bemefit of WELLS FARGO BANK, N.A., a
national banking association, »s agent for the Banks (as defined in
that certain Third Restated Credit Agreement dated November 8,
1991, by and among Mortgagor, Wells Fargo Bank, N.A., as Agent and
the Banks named therein). In its capacity as Agent for the Banks,
Wells Fargo Bank, N.A. is hereinafter referred to as "Mortgagee".
The addresses of Mortgagor and Mortgagee are set forth in Section
7:14 hereof.

RECIIALS:

ARTICLE I
REFINITIONS

1.1 Certain Defined Terms. For all purposes of this Mortgage,
unless the context otherwise requires:

"Accounts and Contract Rights® shall mean all accounts
(including accounts in the form of jolint interest billings under
applicable operating agreements), contract rights and general
intangibles of Mortgagor now or hereafter existing, or hereafter
acquired by, or on behalf of, Mortgagor, or Mortgagor's successors
in interest, relating to or arising from the ownership, operation
and development of the Mortgaged Property and to the production,
processing, treating, sale, purchase, exchange or transportation of
Hydrocarbons produced or to be produced from or attributable to the
Mortgaged Property or any units or pooled interest units in which
all or a portion of the Mortgaged Property forms a part, together
with all accounts and proceeds accruing to the Mortgagor
attributable to the sale of Hydrocarbons prcduced from the
Mortgaged Property or any units or pooled interest units in which
all or a portion of the Mortgaged Property forms a part.

"code” shall mean the Uniform Commercial Code in effect in
each of the jurisdictions where the Mortgaged Property or a portion
thereof is situated.

"Credit Agreement®™ shall mean the $150,000,000.00 Third
Restated Crecit Agreement, dJdated November 8, 1991, between
Mortgagor, Wells Fargo Bank, N.A., as Agent and the Banks named
therein, as amended or restated from time to time.

"Effe--ive Date” shall mean 7:00 a.m. on December 13, 1991.

"Exhibit A"™ shall mean, unless specifically indicated
otherwise, Exhibit A attached hereto and incorporated herein by
reference for ail purposes.

"Hydrocarbons™ wshall mean oil, gas, casinghezd gas, drip
gasoline, natural gasoline and condensate and all other liquid or
gaseous hydrocarbons and any other substances associated with the
production or same, including, without limitation, sulphur.

"Lands®” shall mean the lands described in Exhibit A and shall
include any lands, the description of which is contained in
or incorporated in Exhibit A by reference to another
instrument or document, including, without liaitation, all lands
described in the 0il and Gas Leases, and shall alsoc include any
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lands now or hereafter unitized, pooled, spaced or otherwise
combined, whether by statute, order, agreement, declaration or
otherwise, with lands the description of which is contained in
Exhibit A or is incorporated in Exhibit A by reference.

"lLoan Papers™ shall mean this Mortqage, the Credit Agreement,
and all other certificates, documsnts or instruments delivered in
connection with the Credit Agreement, as the foregoing wmay be
amended from time to time.

"Mortgaged Property®™ shall have the meaning stated in
Arti-le II of this Mortgage.

"Net Revenue Interest" shall mean Mortgagor's share of all
Hydrocerbons produced from ¢che Lands, after deducting the
appropriats proportionate part of all lessors' royalties,
overriding royalties, production payments and other payments out of
or measured by production which burden Mortgagor's share of all
such production, subject to non-consent provisions contained in
joint operating agreements.

"Notes" shall mean collectively, (a) the Promisscry Note dated
December 13, 1991 in the original principal amount of
$52,500,000.00 executed by Mortgagor and payable to NCNB Texas
National Bank, (b) the Promissory Note dated December 13, 1991 in
the original principal amount of $60,000,000.00 executed by
Mortgagor and payable to Wells Fargo Bank, N.A., and (c) the
Promissory Note dated December 13, 1991 in the original principal
amount of $37,500,000.00 executed by Mortgagor and payable to Bank
One, Texas, N.A.

"obligations™ shall mean all present and future indebtedness,
obligations and liabilities, and all renewals and extensions
thereof, or any part thereof, of Mortgagor or any of its
Subsidiaries tc any Bank arising pursuant to the Locan Papers, and
all interest accrued thereon and costs, expenses, and attorneys'
fees incurred in the enforcement or collection thereof, regardless
of whether such indebtedness; obligations and 1liabilities are
direct, indirect, fixed, contingent, 1liquidated, unliquidated,
joint, several or joint and several.

"0il and Gas Leasegs" shall mean, oil, gas and mineral leases,
oil and gas leases, oil leases, gas leases, other mineral leases,
subleases, top leases, any rights resulting in an ownership
interest in Hydrocarbons and all operating rights relating to any
of the foregoing (whether operated by virtue of such leases, or
assignments or applicable operating agreements), and all ther
interests pertaining to any of the foregoing, including, without
limitation, all royalty and overriding royalty interests,
productior payments and net profit interests, mineral fee
interests, and all reversionary, remainder, carried and contingent
interests relating to any of the foregoing and all other rights
therein which are described and/or to which reference may be made
on Exhibit A and/or which cover or relate to any of the Lands.

moperating Egquipment® shazll mean all perscnal property and
fixtures pertaining, affixed or incidental or situated upon, or
used or useful in connection with, 21l or any part of the Mortgaged
Property, including, without limitation, all surface or subsurface
machinery, equipment, facilities or other property of whatsoever
kind or nature (excluding drilling rigs, trucks, automotive
equipment or other property taken to the premises to drill a well
or for other similar temporary uses) now or hereafter located on
any of the Lands which are useful for the production, treatment,
storage or transportation of oil or gas, including, but not by way
of limitation, all oil wells, gas wells, water wells, injection
wells, casing, tubing, rods, pumping units and engines, Christmas
trecs, derricks, separators, gun barrels, flow lines, tanks, gas
systems (for gathering, treating and compression), water systems
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(for treating, disposal and injection), power plants, poles, lines,
transformers, starters and controllers, machine shops, tools,
storage yards and equipment stored therein, buildings and camps,
telegraph, telephone and other communication systems, roads,
loading racks and shipping facilities.

"Permitted Encumbrances" means with respact to the Mortgaged
Property:

(a) Liens securing the Notes in favor of the Banks;

(b) Minor defects in title which do not secure the
payment of money and otherwise have no material acdverse effect on
the value or operation of the Mortgaged Property, and, for the
purposes of this Mortgage, a minor defaoct in title shall include
(1) those instances where record title to an 0il and Gas Lease is
in a predecessor in title to Mortgagor, but where Mortgagor, by
reason of a farmout or other instrument is presently entitled to
receive an assignment of its interest or other evidenca of titie
and the appropriate Person is proceeding diligently to obtain such
assignment, and (ii) easements, rights-of-way, servitudes, permits,
surface leases and sther similar rights in respect of surface
operations, and easements for pipelines, streets, alleys, highways,
telephone lines, power lines, railways and other easements and
rights-of-way, on, over or in respect of any part of the Mortgaged
Property that are customarily granted in the oil and gas industry;
so0 long as, with respect to any of such minor defects in title, the
same are minor defects which are customary and usual in the oil and
gas industry and which are customarily accepted by a reasonably
prudent operator dealing with its properties;

(c¢) Inchoate statutory or operators' liens securing
obligations for labor, services, materials and supplies furnished
to the Mortgaged Property, which are not delinquent (except to the
extent permitted by Section 8.16 of the Credit Agreement) and which
in any event cover a billing period not exceeding sixty (60) days;

(d) Mechanic's, materialmen's, warehouseman's,
journeyman's and carrier's liens and other similar liens arising by
operation of law or statute in the ordinary course of husiness
which are not delinquent (except to the extent permitted by Section
8,16 of the Credit Agreement) and which in any event cover a
billing period not exceeding sixty (60) days;

(e) Production sales contracts (so long as the amount of
any production paid for but not delivered is specifically disclosed
in writing to the Mortgagee) and joint operating agreements;

(f) Liens for Taxes or assessments not yet due or not
yet delinquent, or, if delinquent, that are being contested in good
faith in the normal course of business by appropriate action, as
permitted by Sectjon 8,16 of the Credit Agreement;

(g) All rights to consent by, required notices to,
filings with, or other actions by, governmental entities in
connection with the sale or conveyance of 0il and Gas Leases or
interests therein if Mortgagor is entitled to such consent, to the
exten: the same are customarily obtained subsequent to such sale or
conveyance and the appropriate Person is proceeding diligently to
cbtain such consent, notice or filing;

(h) The terms and provisions of any of the 0il and Gas
Leases;

(i) Lease burdens payable to thi:d parties which are
deducted in the calculation of discounted present value of the
Related Assets set forth in the Related Asset Report including,
without limitation, any royaity, overriding royalty, net profits
interest, production payment, carried interest or reversionary
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working interest and which have been disclosed to Mortgagee in
writing; provided, however, that Mortgagor shall not be required to
disclose such lease burdens unless the same are not customarily and
usuvally found in the oil and gas industry or unless the same are
lease burdens which obligate Mortgagor in a fashion not customarily
and usually found in the oil and gas industry;

(jJ) All applicable laws, rules and orders of
governmental authoritisas having jurisdiction of the affairs of
Mortgagor; and

(k) Liens securing Debt incurred to finance the
acquisition of the Mortgaged Property (to the extent permitted by
Section 8.5 of the Credit Agreement).

"gection®™ and "Article” shall mean and refer to a section or
article of thias Mortgage, unless specifically indicated otherwise.

"subject Interests" ehzll have the meaning stated in
Article II of this Mortgage.

"Trugstee” shall mean the trustee identified in the first
paragraph of this Mortgacge and any other person who may, from time
to time, be serving as duly appointed substitute trustee hereunder.
Alternatively, and only with respect to any jurisdictions which
require Mortgagor to convey that pertion of the Mortgaged Property
situated in such jurisdictions directly to Mortgagee, "Trustee"
shall mean the Mortgagee and its successors, legal representatives
and aesigns.

"Well Data"™ shall mean all logs, drilling reports. division
orders, transfer orders, operating agreements, contracts and other
agreements, abstracts, title opinions, files, records, memoranda
and other information in the possession or control of Mortgagor or
to which Mortgagor has access that is not in breach of any
confidentiality provisions relating to the Lands and/or any wells
locatec thereon.

1.2 Qther Termg. Unless otherwise Jdefined herein, ail terms
with their initial letter capitalized shall have the meaning given
such term in the Credit ..greement.

ARTICLE II
GRANTING CLAUSE MORTGAGED PROPERTY

Mortgagor, for and in consideration of the premises and of the
Banks' agreement to make Loans under the Credit Agreement, has
GRANTED, BARGAINED, SOLD, WARRANTED, MORTGAGED, ASSIGNED,
TRANSFERRED and CONVEYED, and by these presents does GRANT,
BARGAIN, SELL, WARRANT, MORTGAGE, ASSIGN, TRANSFPER and CONVEY with
warranties and covenants of title only to the extent provided
herein:

(1) wunto Trustee and to Trustee's subatitutes and
successors in this trust; or

(ii) alternatively, and only with respect to
jurisdictions which require Mortgagor to convey directly to
Mortgagee that portion of the Mortgaged Property (hereinafter
defined) situated in such jurisdictions, unto lortgagee and
Mortgagee's successors, legal representatives and assigns;

with power of sale (if permitted by applicable law), for the
benefit of Mortgagee, all of Mortgagor's right, title and interest,
whether now owned or hereafter acquired, in all of the herceinafter



described properties, rights and interests; and, {nsofar as such
properties, rights and interests corsist of equipment, general
intangibles, accounts, contract rights, inventory, goods, chattel
paper, instruments, documents, money, fixtures, proceeds and
products of collateral or any other personal property of a kind or
character defined in or subject to the applicarle provisions of the
Code, Mortgagor hereby grants to Mortgagee a security interest
therein, vhether now owned or hereafter acquired, namely:

(a) all of those certain 0il and Gas Leases, Lands,
interests and other properties (all such 0il and Gas Leases,
Landes. interests and other properties being herein called the
"Subject Interests”, as hereinafter further defined) which are
described in Exhibit A and/or to which reference may be made
in Exhibit A and/or which cover any of the Lands described in
Exhikit A and/or which are covered by any of the leases
described on Exhibit A, which Exhibit A is made a part of this
Mortgage for all purposes, and is incorporated herein by
reference as fully as if copied at length in the body of this
Mortgage at this point;

(b) all rights, titles, interests and estates now owned
or hereafter acquired by Mortgagor in and to (i) any and all
properties now or hereafter pooled or unitized with any of the
Subject Interests, and (ii) all presently existing or future
operating agreements and unitizaticn, communication and
pooling agreements and the units operated thereby which
include all or any part of the Subject Interests, including,
without limitation, all units formerd under or pursuant to any
applicable laws (the rights, titles, interests and estates
described in this paragraph (b) also being included within the
term "Subject Interests™ as used herein);

(c) all presently existing and future agreements entered
into between Mortgagor and any third party that provide for
acquisition by Mortgagor of any interest in any of the
properties or interests specifically described in Exhibit A or
which relate tn any of the properties and interests
specifically described in Exhibit A;

(d) the Hydrocarbons (including inventory) which are
in, under, upon, produced or to be produced by or attributable
to the Lands;

(e) the Accounts and Contract Rights;
(£) the Operating Equipment;
(g) the Well Data;

(h) the rights and security interests of Mortgagor held
by Mortgagor to secure the obligation of the first purchaser
to pay the purchase price of the Hydrocarbons, including,
without limitation, those accruing to Mortgagor pursuant to
Sectlon 9.319 of the Code, as enacted in Texas as the Business
and Commerce Code;

(1) all surface leases, rights-of-way, franchises,
easements, servitudes, licenses, privileges, tenements,
hereditaments and appurtenances now existing cr in the future
obtained in connection with any of the aforesaid, and all
other things of value and incident thereto which Mortgagor
may, at any time, have or be entitled; and

(3J) all and any different and additional rights of any
nature, of value or convenienze in the enjoyment, development,
operation or production, in any wise, of any property or
interest included in any of the foregoing clauses, and in all
revenues, income, rents, issues, profits and other benefits
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arising therefrom or from any contract now in existence or
hereafter entered into pertaining thereto, and in all rights
and claims accrued or to accrue for the removal by anyone of
Hydrocarbons from, or other act caveging damage to, any of such
properties or interests:

all the aforesaid propertiec, rights and interests, together with
any and all substitutions, replacements, corrections or amendments
thereto, or renewals, extensions or ratificaticns thereof, or of
any instrument relating thereto, and together with any additions
thereto which may be subjected to the lien of this Mortgage by
means of supplements hereto, being hereinafter called the
n n

Subject, however, to (i) Permitted Encumbrances; and (ii) the
condition that neither Trustee nor Mortgagee shall be liable in any
respact for the performarnce of any covenant or obligation of
Mortgagor with respect to the Mortgaged Property.

TO HAVE AND TO HOLD the Mortgaged Property unto (i) Trustee,
and his successors and substitutes in this trust, forever, subject
to Section 7.3 hereof, for the benafit of Mortgagee, or
(ii) alternatively, and only with respect to any jurisdictions
which require Mortgagor to convey directly to the Mortgagee that
portion of the Mcrtgaged Property situated in such jurisdictions,
unto the Mortgagee and its successors, legal representatives and
assigns, forever, subject to Section 7.3 hereof; to secure, in each
such instance, the payment of the Oblisations and to secure the
performance of the obligations of Mortgagor contained herein.

ARTICLE III

This Mcrtgage is given to secure the principal amount of
$150,000,000.00 and all of the Obligations under and as described
in the Credit Agreement, including, without limitation,

{(a) Interest on ali principal outstanding under the
Credit Agreement at one or more of the following rates in
accordance with the Credit Agreement (i) a rate of interest
equal to Mortgagee's prime rate of interest, (ii) a rate of
intercst approximately equal to the rate at which deposits in
dollars are offered to Mortgagee on the London interbank
market plus one and one fourth percent (1-1/4%), or (iii) a
rate of interest approximately equal to the rate at which
certificactes of deposit are offered to Mortgagee in the
secondary certificate of deposit market plus one and three
eighthe percent (1-3/8%); it being acknowledged and agreed
that (i) the rate(s) of interest applicable to the secured
indebtedness shall fluctuate from time to time, (ii) the exact
rate(s) in effect at any given time are determined in
accordance with the Credit Agreement, (iii) that the foregoing
rates are those in sffect prior .u default, and (iv) a higher
rate shall be applicable to the secured indebtedness after
default, all as more particularly set fort: in the Credit
Agreement.

(b) fthe Obligations evidenced by the Notes and any
renevals or replacements theraof;

(c) Any sums advanced as expenses or costs incurred by,
nr on behalf of, Mortgagee or any of the Banks (or any
receiver appointed hereunder) which are made or incurred
pursuant to, or permitted by, the terms of this Mortgage or
any other Loan Papers, plus interest thereon at the Maximum
Lawful Rate from the date of advance or erpenditure until
reimbursed; and



(d) All other and additional debts, obligations and
liabilities of every kind and character of Mortgagor now
existing or hereafter arising in connection with any of the
Loan Papers.

ARTICLE IV

COVENANTS, REPRESENTATIONS,
AGREEMENIS OF MORIGA

Mortgagor hereby covenants, represents, warrants and agrees
that:

4.1 Payment of Indebtedness. Mortgagor will duly and
punctually pay or cause to be paid when due all of the Obligationrs.

4.2 Warranties. (a) The 0il and Gas Leases are valid,
subsisting leases, superior and paramount to 11l other oil and gas
leases respecting the properties to which they pertain;
(b) Mortgagor, to the extent of the interests specified in Exhibit
A, has good and indefeasible title subject to Permitted
Encumbrances to each property right or interest constivuting the
Mortgaged Property and has a good and legal right to make the grant
and conveyance made in this Mortgage; (c) Mortgagor's present Net
Revenue Interast in the Mortgaged Froperty is not less than that
spaecified in Exhibit A; (d) the Mortgaged Property is free from all
Liens other than Permitted Encumbrances. Mortgagor will warrant
and fcrever defend the Mortgaged Property unto Trustee and
Trustee's successors or substitutes hereunder, for the benefit of
Mortgagee against every person whomsoever lawfully claiming the
same or any part thereof, and Mortgagor will maintain and preserve
the Lien hereby created so long as any of the Obligations remains
unpaid.

4.3 Purther Assurances. To the extent required by the Credit
Agreement, Mortgagor will execute and deliver such other and
further instrumente and will do such other and further acts as in
the sole opinion of Trustee or Mortgagee may be necessary or
desirable to carry out more effectively the purposes of this
Mortgage, including, without 1limiting the generality of the
foregoing, {a) prompt correction of ary defect which may hereafter
be discoverad in the title to the Mortgaged Property or in the
execution and acknowledgment of this Mortgage, any Notes, or any
other docuzent used in connection herewith or at any time delivered
to Mortgagee in connection with any Obligations, and (b) prompt
execution and delivery of all division or transfer orders that in
the sole opinion of Trustee or Mortgagee are needed to transfer
effectively the assigned proceeds of production from the Mortgaged
Property to Mortgagee.

4.4 Taxes. To the extent required by the Credit Agreement,
Mortgagor will promptly pay all Taxes legally imposed upon thics
Mortgage or upon the liortgaged Property or upon the interest of
Trustee or Mortgagee therein, or upon the income, profits, proceeds
and other revenues thereof.

4.5 oOperaticn of the Mortgaged Pxoperty. So long as the
Obligations or any part thereof remains unpaid:

(a) The Mortgagor shall maintain, develop and operate
the Subject Interests in a good and workmanlike manner and
will observe and comply with all of the terms and provisions,
express or implied, of all 0il and Gas Leases relating to the
Subject Interests so long as such 0il and Gas Leases are
capable of producing Hydrocarbons in paying quantities, to the
extent that the failure to so observe and comply could have a
material adverse effect on the consolidated financial
condition or operations of the Mcrtgagor;



(b) The Mortg. jor shall comply in all material respects
with all material contracts and agreements applicable to or
relating to tha Mortgaged Property or the production and sale
of Hydrocarbons therefrom;

(c) The Mortgagor shall, at all times, naintain,
preserve and keep all Operating Equipment used with respect to
the Mortgaged Property in proper repair, working order and
condition, and make all necessary or appropriate repairs,
renewals, replacements, additions and improvements thereto so
that the efficiency of such Operating Equipment shall at all
times be properly preserved and maintained, provided that no
item of Operating Equipment need be so repaired, renewed,
replaced, added to or improved, if the Mortgagor shall in good
faith deternine that such action is not necessary or desirable
tor the continued efficient and profitable cperating of the
business of the Mortgagor;

(d) With respect to any portion of the Mortgaged
Property of the Mortgagor which is operated by operators other
than the Mortgagor, the Mortgagor shall not be obligated
itself to perform any undertakings contemplated by the
covenants and agreementz contained in this Sectiop 4.5 which
2re performable only by such operators and are beyond the
control of the Mortgagor, but shall be obligated to seek to
enforce such operators' contractual obligations to maintain,
develop anc operate the Mortgaged Property subject to such
operating agreenments;

(e) The Mortgagor shall not enter into any operating or
management agreement with any +third party other than a
Subaidiary of Mortgagor or otherwise transfer management of
the gas processing and transportation facilities owned by
Mortgagor and located in Weld, Adams, and Morgan Counties,
Coloradoe to any third party other than a Subsidiary of
Mortgagor unless legally required to do so or such third party
is approved by Required Banks, such approval to not be
unreasonably withheld.

(f) The Mortgagor shall cause the Mortgaged Property to
ke kept free and clerr of all Liens other than Permitted
Encumbrances;

(g) The Mortgagor shall maintain or cause to be
maintained insurance with such insurers, in such amounts and
covering such risks as shall be required by the Credit
Agreement; and

(h) The Mortgagor shall not sell, convey, trade or
exchange any portion of the Mortgaged Property or any of
Mortgagor's rights, titles or interests therein or thereto,
except as specifically permitted in the Credit Agreement.

4.6 Recording. To the extent and at the times required by
the Credit Agreement, the Mortgagor will [-omptly and at
Mr tgagor’s so.e cost and expense, record, register, deposit and
file this Mortgage and every other instrumert in addition or
supplementzl hereto in such offices and places and at such times
and as often as may be necessary to preserve, protect and renew the
lien and security interest hereof as a first lien and security
interest on real or personal property, as the case may be, and the
rights and remedies of Trustee and of 4ortgagee, and otherwise will
do and parform all matters or things necessary or expedient to be
done or observed by reason of any law or regulation of any state or
of the United States or of any other competent authority, for the
purpose of effectively operating, maintaining and preserving the
lien and security interest hereof on the Mortgaged Property.



4.7 Records, Statements and Reports. Mortgagor will keep
proper books of record and account in which complete correct
entries will be made of Mortgagor's transactions in accordance with
sound accounting principles consistently applied and will, to the
extent required by the Credit Agreement, furnish or cause to be
furnished to Mo' Jjagee (a) all reports required under the Loan
Papers, and (b} such other information concerning the business and
affairs and financial condition of Mortgagor as Mortgagee may from
time to tim2 reasonakly request.

4.3 No Government Approvals. Mortgagor warrarts that no
approval or consent of any Person, with the exception of the Banks,
is necessary to authecrize the execution and delivery of this
instrument, or any of the other Loan Papers or the Notes, or to
~uthorize the ocbservance or performance by Mortgagor of the
covenants herein or therein contained.

4.9 Right of Entry. To the <xtent required Ly the Credit
Agreement, Mortgagor will permit Trustee or Mortgagee, or the
agents or designated representatives of either of them, to enter
upon the Murtgaged Property, and all parts thereof, for the
purposes of investigating and inspecting the condition and
operation thereof.

ARTICLE V

ADDITIONS TO MORTGAGED PROPERTY

5.1 Additions to fortgaged Property. It is understood and
agreed that, pursuant to the terms of the Credit Agreement, the
Mortgagor may periodically subject additional properties to the
lien and security interest of this Mortgage. In the event that
additional properi:ies are to be subjected to the lien and security
interest hereof, the parties hereto auree to execute a supplemental
mortgage, satisfrctory in form and substance to the Mortgagee,
together with any security agrcement, financing statement or other
security instrument required by the Mortgagee, all in form and
subsgtance satisfactory to the Mortgagee and in a sufficient number
of executed (and, whcre necessary or approvriate, acknowledged)
counterparts for recording purposes. Upon execution of such
supplemental mortgage, all additional properties thereby subjected
to the lien and security interest of this Mortgage shall become
part of the Mortgaged Property for all purposes.

ARTICLE VI
ENFORCEMENT OF THE SECURITY

6.1 General Remedies. Upon the occurrence and during the
continuance of an Event of Default, Mortgagee may, subject to and
in accordance with any applicable provisions of the Credit
Agreement and to any mandatory requirements or limitations of
applicable law then in force:

(a) Exercise all of the rights, remedies, powers and
privileges of Mortgagor with respect to the Mortgaged Property
or any part thereof, give or withhold all consents required
therein which with respect to the Mortgaged Property or any
part thereof Mortgagor would otherwise be entitled to give or
withhold, and perform or attempt to perform any coverants in
this Mortgage which Mortgagor is obligated to perform;

ided_that, o payment or performance by Mortgagee shall
constitute a waiver cf any Event of Default, and Mortgagee
shall be subrogated to all rights and liens securing the
payment of any debt, claim, tax or assessment for the payment
of which Mortgagee may make an advance or pay;
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(b) Appuint as a matter of right a receiver or receivers
for all or an' part of the Mortgaged Property, whether such
receiver .hip e incident to a proposed sale thereof or
otherwise, w«nd Mortgagor does hereby consent to the
a~pointment > such receiver or receivers and does hereby
* ree nct to oppose any application therefor by Mortgagee;

(c) Execute and deliver to such person or persons as may
be dasignated by Mortgagee appropriate powers of attorney to
act for and on behalf of Mortgagor in all transactions with
any Zeder al, state or local agency with respect to any of the
Mortgagec Property; and

(d) Exercis: any and all other rights or remedies
granted to Mortgugee pursuant to the provisions of any of the
Loan Papers;

provided, that Mortgagee shall have no obligation to do or refrain
from doing any of the acts, or to make or refrain frum making any

payment, referred to in this jection 6.1.

6.2 Power of Sale. Mortgagee may, where permitted by law,
request Trustee to pvoceed with forecclosure, and in such event
Trustee ix heoreby authorized and empowered, and it shall be his
special duty, ucon such request by the Mortgagee, to sell the
Yortgaged P.rv 2wy, or any part thereof, at public action to the
highest bidd~r or bidders for cash, at the courthouse door of the
county (or judicial district thereof) in the state wherein the
Lands then subkject to the Lien hereof are situated, provided that
if the Lands are situated in more than one county (or judicial
district thereof), and if pesr:lcted by applicable law, such sale of
the Yortgaged Property, or nzrt thereof, may be made in any county
in tle state wherein any pari of the Lands then subject to the lLien
kereof are situated. Any such sale shalil be made at public outcry,
on ‘he day of any month, during the hours of such day, and after
written notices thereof have been publicly posted in such places
and for such time pericds and all persons nd entities entitled to
notice thereof havwe recnhnived such nctice, all as required by
applicable lew. If the anplicable law in force as of the Effective
Dare hereof should herearter ke amended to require a different
notice of sale apylicable tc sales of property of the nature of the
Mortgaged Property under puowar cof sale conferred by mortgages or
deed: of uiist, Trustee may, in his sole discretion, ind to *he
extent permitted by applicanle law, either give the notice of sale
required by applicable law .n effect on the Effective Date or the
notice of sale reguired by the amended law; and howniag herein
shall be deemed to reguire Mortgagoe ~r Trustea %o purform, and
Hortgagee and Trustee shall not L reqg ired to do, any act :<her
thwn as required by applicable 13w in effect at the time of such
sa_e. After such sais, Trustee shall make to tlie "urchaser or
riarchasers trereunder good and suffi~ient Jeeds and ase . mments, in
the name of Mortgagor or Trustee, ar required by aoplicable law,
conveying the Mortgaged Property, or any part thereof, so sold to
the purchaser or purchasers with appropriate warranties of title on
beh:1f cf Mortgagor, unless such warranties are prohibited by
applicabie law. Sale of a part of the Mortgaged Property shall not
exhaust the pover of sali, and sales may be mada from time to time
until the Obligaticns are paid a2nd performed in full. It shall not
be necassarv to have pressant cr to exhibit at any such sale any of
the personi. property. In addition to the rights and powers of
sale granted under the preceding provisions of this 3ection 6.2, if
default is made in the payment of any Iinstallment of, or
perfurmance of, the Oblications, Mortgagee, at its option, at once,
or at nny time therea’-:er while any matured installment remains
unjaid, without declaring the entire indeb’.edness to be due and
payable, ma, orally or in writing direct T.;ustee to enforce thic
trust and ¢~ sell the Mortgaged Property subject to such unmatured
Obligations aid the Liens securing its payment, in the same manner,
on the sarme terms, at the same place and time, and after having
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given n~i.ze in the same wanner, all as provided in the preceding
provisich=s of this Section 6.2. Afte: ~uch sale, Trustee shall
make due convevsn=z *o the purchaser or »urchasers. Sales made
witiiout matur.ng tha Obligations may b« made Yereunder whenever
there is a default in the payment of any installment of the
Obligatior. without exhausting the power £ sale granted hereby,
and wit'iout afifecting in any way the power of sale granted under
titis Sevelor 6.2 or thn unmatured balance of the Obligations
(exce, t as t 1y any proceeds of any sale which Mortgagee may apply as
a prepaymeat on the Obligations) or the Liens securing payment of
the Nblications. It is intended by each of the foregoing provisions
of iLhis Seciion 6.2 that Trustee may, where permitted by law, after
a7,: request or direction by Mortgagee, sell nct only the Subject
interests but also all items const.ituting a r.r> 3f the Mortgaged
Property, or any part thereof, *ovecther with the Lands, or any part
therecf. all as a unit and as . part of the single ~ale, or rajy
sel” any part of the Mortyrged Prorrty separatel * from the
remainder of the Wortgaged Property. 1t is agreed chat, in anv
deel or deeds given by Trustee, any and all statements ¢ facut ui
other recitals therein vwade as to the idertity of Mortgnjee, or as
to the occurrziica or evistence of any Event cof Dafault., or as to
the acceleracion of the maturity of t.e Obligation:, e&r as to the
raqrost to nell, notice of sale, time, place, terms and manner of
sale and receipt, distribution and application of the money
realis:d tlerefrom, or as to the due and proper appointment of a
£ *bstitute Trustee, and, withoat being limited by the foregoing, as
to any other act a~r thing having been duly done by Mortgagee or by
Trustee, shall be ta¥en by all courts of law and equity as prima
facie evidence that su~h statements o: recita!s are for all
purposes correct statemeniy of the facts and are without further
gquestion to be so accepted, .nd Mortgagor does hereby ratify and
confirm any and all acts that Trustee may lawfully perform by
virtue hereof. In the event of the resignation or death of "rustee,
or his frilure, refusal or inability, for any reason, tc make any
such sal. r to parform any of the trusts herein dec'aied, or, at
the option of Mortgage~. without cause, Mortgagee may ayw.int, in
writing, a substitui.. Tiw :ue, who shall thereupon suc. “«d “n all
the estates, titles, rigrts, powars and trusts herein ;) ..“ed to
and vested in Trustee. Such appointment may Lo made on kehalf of
Mortgagee by any perscn who is then the president, or vice
president, or the cashier or secrev.-rv, or any other dulv
authorizs1 off cer or agent, of Mortgagee. In the evet =f %“he
resignation or death of any substitute 'frustee, or his failure,
refusal or inability to make any surh sale or perform such trurnti,
or, at the scle option of Hortgaree, without cause, successive
substitute Trustees may thercafter, from time to time, be appointed
in the same manner.

6.3 Foreclosure as a Hortgaca or by Judicial Proceedings.
This mortgage shal) be effective as a mortgage ac well as a deed of
trust and may be foreclosed as to any of the Mortgaged Property
covered hereby in any manner per. itred v +he )lzws of any state in
which any part of the Mortgaged TIroparty is situated. This
Mortgage may be t.reclosed by advertisement and sale pursuant to
the power of sale granted in Sectjon 6.2 herecf, »c¢ by any
foreclosure suit brought by Trustee or by Mortgagee. Upon
occurrence of an Event of Default, Trustee or Mortgagee, in lieu c.
or in addition to exercising the power of sale !. -einabove given,
may proceed, where permitted by law, by a suit or suits in equity
or at law, whether for a foreclosure hereunder, rr for the sale of
the Mortgaged Property, or for the specific perrormance of any
covenant or agreement herein contained or in aid of tha sxecution
of any power heresin granted, or for the appointment ‘'f a receiver
pending any foreclosure hereunder or the sale of ! .» Mortgaged
Property, or for the ernforcement cof any other appropriate legal or
equitable remedy.

6.4 cCertain Aspects of a Sula. Any of the Banks shall have
the right to become the purchaser at any sale of the Mortgajed
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Property held by Trustee or by any court, receiver or public
officer, and Mortgagee shall have the right to credit upon tle
amount of the bid made therefor, the amount payable cut of the nat
proceeds of such sale to any such Bank. Fecitals cont=zined in any
conveyance made to any purchaser at any sale made hereunder shall
conclusively estzblish the truih wi? zccuracy of the matters
therein stated, including, wit“.,ut iimj:ing the generality of the
foregoing, nonpayment of the . -Laid principal sum of, interest
n. 'tued on and fees payable in cespert of, the Obligatiors a’ter
tht same have become due and puyable, and advertisenent and conduct
of sich sale in the manner provided herein or appointment of any
successor ‘Trustee hereundwr.

6.5 Receipt to 2ujichaser. /', on any sa.e, .‘'z. .2r made under
the powe' of sale herein granted ard couferre~ ¢ by virtue of
judicial proceedings, the receipt of T.ustee, Mv. .jagee or of the
oficer making such sale under 3judicial prcceeaings shall be
suffirient discharge to the purchaser cr purchasers at any sale for
his cr tleir purchane money, and such purchaser or purchasers, or
his or tleir avs'gns or personal rep-esentatives, shall not, rf‘er
paying such parchase money and receiving such receipt of Trratace,
Meiinageo or of such o: ficer therefecr, be obligated tc see {:- the
application of such purchase mwoney, r. be in any vise answerr:le
for aiy loss, misapplication ¢r non-application thareof.

6.6 Fffect of Sale. Any sale or sales of the Morigaged
Property or portions thereof, whether under the power of sale
her:in granted and conferred or by virtue of judicial proceedings,
viere permitted by law, shall operate¢ to divest all right, title,
interest, claim and dexzand wt .tsoeve either at law or in equity,
of Murtoagor of, in and to rL~ premi. as and the prcperty sold, and
shall be a perpetual bar, boiL. at law and in equity, against
Mortgajor, and Mortgagor's succesec-t’, legal representatives or
assigns, and against any and all porscir <. al»ing or who shall
thereafter claim all or any of tha ronurty en'.d hy. through ou
under Mor:gagor, or Martgaqor's succes: 3, lwjal reprasentatives
and assigns. Nevertheless, Mortgagor, requasted ky Trustee oo
Mortgagee to do so, shzll join in the ex. .ution and de.ivery of cll
proper ccnveyances, assignments and transfers of .hc properties s:.
sold.

6.7 ppplicatior. of Proceeug. The proceeds of any : ‘e ¢! *hr
Mortgaged Property, or any pari thereof, whether under the pove:z of
sale herein ranted and conferred or by virtue of judicla:
proceeding®. s.1:11 be applied in the manner required by the Cred’t
Agreement.

6.8 nzicgagoris Walver of Appraisement, Maliishalling. etc.
Rights. Mortgagor agrees, to the full extent thav. Mortgagor m.y
lawfully so agree, that Mortgagor will not a%t any tima, 4n-iqt up vn
or plead o, in any manner whatever, claim the benzf:t of any
appraisement, valuation, stay, extension or redecuption 1aw nrw ar
hereafter in force, (including but not limited to all riThts of
cppraisal, sale and redemption allowed under any iaw or lawe <. tha
State of Arkansas or of any other jurisdiction and especiilly
redenption under Act No. 153 of the General Assembly of the & :ate
o< Arkansas approved May B8, 1899 and acts amendatory thereto in
v. 1ir to prevent or hinder the enforcement or foreclcsure of tiiis
Mort age or the absolute sale of the Mortgaged Projp»rty cr any
por: ‘on thereof or the possession therecf by any purchaser at any
sale made pursu>nt to any provision hLereof, or pursuant to the
decree of any court of competent jurisdiction; but Mortg:zor and
all who may claim through or under Morcgagor, so far as Mor-gagor
~r those claiming through or under Mortgagor :.i' or hste:x(ter
lawfully may ner bv waives the renefit of all such lu\*j pro: iled,
however, that app’ =.icment of any Mortgaged Property ‘. :atel n the
State of Oklanoma mm;:wm:m ‘red, ¢t the
sol~s optionn of fortqagee and/cr Trustee, such option to be
erercised prior to "he time judgment 1s ronaeied in any foreclosure
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hereof. Mcri:gagor, or Mortgagor and all whe may claim through or
under Mortgyagor, waives, to the extent that Mortgagor may lawfully
do so, aiy and all right to huve the Mortgaged Property marshalled
upzh any foreclosure of the lien hereof, or sold in inverse order
or zlienation, and agrees th:t Mortgagee or Trustee or any court
having jurisdiction to iuviecluse such lien may sell the Mortgage.
Property as an entirety. If any law in this Section 6.8 referred to
and uow in force, of which Mortgayor or Mortgagor's successor or
succuessors uight take advantage despite the provisions hereot,
shali hereafter be repealed or cease to be in force, such law shail
not thereafter be deemed to constitute any vart of the contrach:
hercin concained or to preclude the ope ation ur anglication of the
provisions of this Sectiopn & 3.

6.9 Shortening Perind of Redermption. THL LANKS AND MORTGAGOR
SPECIFICALLY AGREE THAT WITH RES"ECT 10 ANY PART OF YHE PREMISES
LOCATED IN THE STATE OF KFW MEX:Ct/, THAT PURSUA"T TO NMSA SECTION
39-5-19 (1978), THE PERIOD OF R.DEMPTION SHALL BFE ONE MONTH RATHER
THAN NINE MONTHS. MORTGAGOR ACKMOWLEDG3IS THAT RUT FOR THIS
PROVISIUN, THE PERIOD OF REDEMPTTON WOULL! BE NINE MCNTHS, AND
MORTGAGOR FURTHER ACKNOWLEDGES THLT THIS PROVISION WAS BARGATNED
FOR BETWEEN MORTGAGOR AND THT BANKSi, AND FCRMZ A MALCRTA. FART OF
THE LOANS AND OF THIS MORTGAGE.

6.10 Mineral Leasing Act. Nntwithstanding any other
provisions of this Mortgage, an; %il and Gan Leas2s covered by this
Mortgage which are subject to the Mineral lLeasing Act of 1920, as
amended, and the regulations promulj>ted theraunder, shall not be
s0ld cr otherwise disposed of to anv varty other than citizens of
the Unlited States, or to associations of such citizens or to any
corpu:ation organized under the laws of the United States, or any
state or territory thereof that are qualified to own »>r cortrol
interests in such 0il and Gas Leases under the provisionrs of such
Act and regulations, or to persons who may acquire ownersh:.p or
interest in much 0il and Gas Leases under the provisions of
30 U.S.C. § 1t~ ’'g), if applicable, as such Act or regulation: are
nuw or may be ivoe ti—e to time in effect.

6.11 Costs and Expenses. All costs, expenses (including
attorneya' fees) and paveenic incurred or wade by Trvstee or
Mortgagee in protectiig and enforcing its rights hereund:r, shall
constitute a demand obligation owing %y Mortgagor to the party
incurring such or msking custs, expcuses or payments ancd cthall bear
interest at a rate per annum equal to the Maximum Lawf.. Rate, all
of which shall constitute a portion of the Obligationas.

6.12 Operation of the Mortgaged Property 's'_Trustesz ou

Jee. Upon the occurrence of an Event of Defoul?! and in
addition to all other rightz herein conferred ~n T.ustee o
Mortgagee, Trustee or Mortgagee {or any perscn, firm or corpocration
designated by Mortgages) shall, te the extent permitted by
applicable law, have the ri h® and power, but not the cbligation,
to enter upou and take posress on of apy of the fortgaged Property,
and to exclude Mortgagor, and Mort¢ager's agrnts or sarvants,
wholly therefrom, and ¢v holz usa, 2.min ster, —~i.age and coerate
the same to the extent that Morcgagor shall be at the time entitled
to do any of such things and in Mortgagor's place and stead.
Trustee or Mortgagee (ovr any person, firm or corporaticn desiagnated
by Trustee or Mortgages) may operate the same without any liabiiity
or duty to Mortgagor in connection with such cperations, excerct to
use ordinary care in the operation of such Mortgaged Proper'y, and
Trustee or Mortgzgee or any person, firm or corporation designated
by Trustee or Mortgagee, shall have the right to collect and
receive all Hydrocarbons produced an. sold from the Mortgaged
Property, to make repairs, purchase msachirnery and equipment,
conduci workcver operations, drill additional wells and to ex<rcise
every rower, right and privilege of Mort¢agor with respect t. tlLe
Mortgaged Property. When and if such expenses of such operation
and development (including costs of unsuccessful workover
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operations or additional wells) have been paid and the Obligations
paid, svch Mortgaged Property shall, if there has been no sale or
foreclosure thereof, be returned to Mortgagor.

ARTICLE VII

MISCELLANEOVS

7.1 Advaqces by Mortgagesr:. FEachX and every covenant herein
contained shali »e performed /né¢ kept by Mortgagor solely at
Mortgagor's expense. If MortgaJu. =hall fail to perform or keep any
of the covenants of whatsoever Jind or nature contained in this
Mortgage, Mortgagee, any Bank or =y receiver appointed hereunder,
may, but shall not be obligated t>, make advances to perform the
same on Mortgagor's behalf, and Mortgagor hereby agreas to repay
such sums upon demand plus interest at a rate per annum equal to
the rate ot interest applicable o principal outstanding on thne
Notes. No suc™ advance shall be deemed to relieve Mortgagor from
any Event of Def=zult hereunder.

7.2 Defense of Claims. #“ortgago:r will notity Mortgagee, in
writing, promptly of the commencement of any legal proceedings
affecting or which could adversely zffect the lien and security
interest hereof or the status of or title to the Mortgaged
Property, or any part thereof, and wil! take such action, employing
attorneys agreeablz to Mortgagee, a= aay be necessary to preserve
Mortgagor's and Trustee's ox Mortgage:'s rights affected thereby;
and should Fortgagor fail or refuse to take any such action,
Trustee or Mortgagee may take such action on behalf and in the name
of #Mortgagor and at Mortgagor's sole cost and expense. Moreover,
Trustee or Mortgagee may take such independent action in connection
therewith as i* way, in its sole discretion, deem proper without
any liability or duty to Mortgagor except to use ordinary care,
Mortgagor hereby agreeing that all sums advanced or all expenses
incurred in such actions plus interest at a rate per annum equal to
the rate of interest applicable te principal outstanding on the
Notes, will, on demand, be reimbursed to Trustee, Mortgagee or any
receiver appointed hereunder.

7.3 Delessance. If the Obligations shall be paid and
discharged in ful., then, =2nd in that case only, this Mortgage
shall be aull and void and the .nterusts of Mortcagor in the
Mortgaged Property shall bpecome wholly clear of the lien and
security interest created hereby, and such lien ari security
interest shall he released in due course at the cost o. Mortgagor.
Trustee and/or Mortgagee will, at Mortgagor's sole expense, execute
and deliver to Mortgagor all releases and other instruments
reasonably regquested of the lien and security interest created
hereunder. Otherwise, this Mortgage shall remain and continue in
full force and effect. J

7.4 Renewals, Amendments and Other Security. Renewals and
extensions of the Obligations may be given at any tjiase and
amendreats may be wmade to this Mortgage, the Loan Papers and any
other :greemen:s relating to any part of the Obligations, and
Truster. or Mortgagee ma:' take or mav hold other srncurity for the
Obliga:ions without not.ce to or consent of Mcrtgagor. Any
amendmant of th's Mortgage shall be by written insti'vaent and need
be executed oriy by the party against whom enforvement of such
amendment is asserted. Trustee or Mortgagee may resort first to
such other security or any part thereof or first to the security
hercin ¢iven or any part thereof, or from time to time to either or
both, even to the partial »r complete abandonment of either
security, and such action shall not be a waiver of any rights
confer.ed by this Mortgage, whica sbhall continue as a first lien
and security interest upon the Mcrtgaged Property not expressly
released witil all oObligations secured herebv are fully paid.
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7.5 Instrument and Assignment, etc. This Mortgage shall be
deemed to be and may be, enforced from time to time as an
assignnent, chattel mortgage, contract, deed of trust, financing
statement, real estate mortgage, pledge or security agreement, and
from time to time as any one or more thereof; and to the extent
that any particular jurisdiction wherein a portion of the Mortgaged
Property is situated does not recognize or permit Mortgagor to
grant, bargain, sell, warrant, mortgage, assign, transfer or convey
Mortgagor's rights, titles and interests to Trustee for the benefit
of Mortgagee in the manner herein adopted, then, with respect to
the Mortgaged Property located in such jurisdiction, Mortgagor does
hereby grant, bargain, sell, warrant, mortgage, assign, transfer
and convey unto Mortgagee, with power of sale (if permitted by
applicable law), the Mortgaged Property to secure the Obligations
and the obligations of Mortgagor contained herein.

7.6 Limitation on Interest. Regardless of any provision
contained in this Mortgage or any of the other Loan Papers, the
Banks shall never be entitled to receive, collect, or apply, as
interest on the Loans, any amount in excess of the Maximum Lawful
Rate, and in the event Banks ever receive, collect or apply as
interest any such excess, such amount which would be deemed
excessive interest shall be deemed a partial prepayment of
principal and treated hereunder as such; and if the Loans are paid
in full, any remaining excess shall promptly he paid to the
Mortgagor. In determining whether or not the interest paid or
payable under any specific contingency exceeds the Maximum Lawful
Rate, the Mortgagor and the Banks shall, to the extent permitted
under appiicable law, (a) characterize any non-principal payment as
ar expense, fee or premium rather than as ji-‘=rest, (b) exclude
voluntary prepayments and the effect thereof and (c) amortize,
prorate, allocate and spread, in equal parts, the total amount of
the interest throughout the entire contemplated term of the Notes,
so that the interest rate is the Maximum Lawful Rate throughout the
entire term of the Notes; provided, however, that if the unpaid
principal balance thereof is paid and performed in full prior to
the end of the full contemplated term thereof, and if the interest
received for the actual period of existence thereof axceeds the
Maximum Lawful Rate, the Banks shall refund to the Mortgagor the
amount of such excess and, in such event, the Banks shall not be
subject to any penalties provided by any laws for contracting for,
charging, taking, reserving or receiving interest in excess of the
Maximum Lawful Rate.

7.7 Unenforceable or Inapplicable Provisions. If any
provision of this Mortgage or in any of the other Loz2 Papers is
invalid or unenforceable in any jurisdiction, the other provisions
hereof or of any of the other Loan Papers shall remain in full
force and effect in such jurisdiction, and the remaining provisions
hereof shall be literally construed in favor of Trustee and/or
Mortgagee in order to effectuate tha provisions hereof, and the
invalidity of =any provision hereof in any jurisdiction shall not
affect the validity or enforceability of any such provision in any
other jurisdiction. Any reference herein contained to statutes or
laws of a state in which no part of the Mortgaged Property is
situated shall be deemed inapplicable to, and not used in, the
interpretation hereof.

7.8 Rights cumulative. Each and every right, power and
remedy herein given to Trustee or Mortgagee shall be cumulative and
not exclusive; and each and every right, power and remedy whether
specifically herein given or otherwise existing may be exercised
from time to time and so often and in such order as may be deemed
expedient by Trustee or Mortgagee, as the case may be, and the
exercise, or the beginning of the exercise, of any such right,
power or remedy snall not be deemed a waiver of the right to
exercise, at the same time and thereafter, any other right, power
or remedy. No delay or omission by Trustee or Mortgagee in the
exercise of any right, powver or remedy shall impair any such right,
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power or reamedy or operate as a waiver thereof or of any other
right, power or remedy then or thereafter existing.

7.9 Halver by Mortgagee. Any and all covenants in this
Mortgage may, from time to time, by instrument in writing signed by
Mortgagee, be waived to such extent and in such manner as Mortgagee
may desire, but no souch waiver shall ever effect or impair
Mortgagee's rights and remedies or liens and security interests
?cr-und-r, except to the extent specifically stated in such written

nstrument.

7.10 Successors and Assigns. This instrument is binding upon
Mortgagor, and Mortgagor's heirs, devisees, successors, personal
and legal representatives and assigns, and shall inure to the
benefit of Trustee and Mortgagee, and their respective successors,
legal representatives and assigns, and the provisions hereof shall
likewise be covenants running with the Lands.

7.11 Article and section Headings. The article and section
headings in this instrument are inserted for convenience and shall
not be considered a part of this Mortgage or used in its
interpretation.

7.12 Counterparts. This Mortgage may be executed in any
number of counterparts, each of which shall for all purposes be
deemed to be an original, and all of which are identical except
that, to facilitate recordation in any particular county or parish,
counterpart portions of Exhibit A which describe properties
situated in parishes or counties other than the county or parish in
which such counterpart is to be recorded may be omitted.

7.13 special Filing as Financing Statements. This Mortgage
shall likewise be a credit agreement, security agreement and a
financing statement and Mortgagor, as Debtor, hereby grants to
Mortgagee, its successors, legal representatives and assigns, as
secured party, a security interest in all personal property,
fixtures, accounts, contract rights, general intangibles,
inventory, goods, chattel paper, instruments, documents and money
described or referred to in granting clauses (a) through (j) of
Article II hereof and all proceeds and products from the sale,
lease or other disposition of the Mortgaged Property or any part
thereof. The addresses shown in Sectjon 7.14 hereof are the
addresses of the Debtor and Secured Party and information
concerning the security interest may be obtained from the Secured
Party at its address. Without in any manner 1limiting the
generality of any of the foregoing provisions hereof: (a) some
portion of the goods described or to which reference is made herein
are or are to become fixtures on the Lands described or to which
reference is made herein; (b) the minerals and the like (including
oil and gas) included in the Mortgaged Property and the accounts
resulting from the sale thereof will be financed at the wellhead(s)
or minehead(s) of the well(s) or mine(s) located on the Lands
described or to which reference is made herein; and (c) this
Mortgage is to be filed of record, among other places, in the real
estate records of each county in which the Lands, or any part
thereof, are situated, as a financing statement, but the failure to
do so will not otherwise affect the validity or enforceability of
this instrument.

7.14 Notices. Whenever this Mortgage requires or permits any
consent, approval, notice, request or demand from one party to
another, such consent, approval, notice or demand shall, unless
otherwise required under applicable laws, be given in accordance
with the provisions of the Credit Agreement, addressed to the party
to be notified at the address stated below (or such other address
as may have been designated in accordance with the provisions of
the Credit Agreement):
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—MORTGAGOR = _ MORTGAGEE-SECURED PARTY

Snyder 0il Corporaticn Wells Fargo Bank, N.A.,

777 Main Street, Suite 2500 420 Montgomery Street

Fort Worth, Texas 76102 San Francisco, California 94103
Attention: Peter E. Lorenzen Attention: Cherri Rodgers

7.15 GOVERNING LAW. THIS MORTGAGE IS INTENDED TO BE PERFORMED
IN THE STATE OF TEXAS AND THE SUBSTANTIVE LAWS OF SUCH STATE AND/OR
THE UNITED STATES OF AMERICA SHALL GOVERN THE VALIDITY,
CONSTRUCTION, ENFORCEMENT AND INTERPRETATION OF THIS MORTGAGE,
UNLESS OTHERWISE SPECIFIED HEREIN OR UNLESS THE LAWS OF ANOTHER
STATE REQUIRE THE APPLICATION OF THE LAWS OF SUCH STATE.

7.16 Prior Liens. This Mortgage renews, extends and carries
forward for all purposes all liens and security interests covering
the properties described in Exhikit A which liens and security
interests have heretofore been granted by Mortgagor in favor of
Mortgagee, including, without limitation, all liens and security
interests created by the Existing Mortgages identified in Schedule
One attached hereto.

7.17 Future Advances. This Mortgage covers not only the
proceeds of the Loans, but all advances hereafter made by the Banks
to or for the benefit of Mortgagor (ithe "Future Advances"),
including, without limitation, any amounts advanced by the Banks in
satisfying, on Mortgagor's behalf, any of Mortgagor's Obligations,
and any advances made by Lender to protect its security, and any
other advances by Lende. which shall not, in the aggregate exceed
$250,000,000.00. The maximum amount secured hereby may be advanced
and repaid, and again advanced and repaid from time to time, in the
Banks' sole and absolute discretion, and this Mortgage shall become
enforceable upon recording and shall have priority over all other
parties whose rights arose after the recording hereof, with respect
to all funds advanced by the Banks to Mortgagor, regardless of
whether such funds were advanced before or after the arising of
cuch other party's rights. Nothing herein shall be interpreted as
requiring the Banks to make any future advances hereunder.

ARTICLE VIII

ASSIGNMENT OF PRODUCTION

8.1 Assignment. For the purpose of further securing the
Obligations and the performanca of Mortgagor's covenants hereunder,
Mortgagor does hereby TRANSFER, ASSIGN, AND CONVEY unto Mortgagee
any and all of the interests of Mortgagor in and to the oil, gas,
casinyhead gas, condensate, distillate, 1liquid hydrocarbons,
gaseous hydrocarbons and other minerals in, to and under, and that
may be produced from, or attributable to, the Mortgaged Property
together with the proceeds of the sale thereof and attributable
thereto on and after the Effective Date. This assignment is made
upon the following terms and ccnditions: (a) Pipeline companies and
others purchasing the o0il, gas, minerals and other substances
listed above produced and to be produced from said property are
hereby authori:zed and directed to pay directly to Mortgagee the
interests of Mortgagor in and to the proceeds of the sale of the
0il, gas, minerals and other substances listed above produced, to
be produced and attributable to said property, and to continue such
payments until they have been furnished with a release hereof
executed in writing by Mortgagee, and the receipt of Mortgagee for
monies so paid to it shall be a full and complete release,
discharge and acquittance to any such pipeline company or other
purchaser, to the extent of all amounis so paid. (b) Mortgagee is
hereby authorized to receive and collect the proceeds of the sale
of the o0il, gas, minerals and other substances listed above
assigned to it hereunder, and to apply the funds so received first
toward the payment of the expenses, if any, incurred in the
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collection thereof, then in such order as Mortgagee, in its sole
discretion, shall elact toward the payment of the Obligations, any
balance remaining after the full and final payment of the
Obligations to be hel: subject to the order of Mortgagor. (c)
Mortgagee shall have the right, at its sole option, at any time,
and from time to time, to release to, or on the order of, Mortgagor
all or any pertion of the funds assigned to Mortgagee hereunder,
and no such releases shall affect or impair the lien of this deed
of trust or the validity and effect of the assignment contained in
this Article VII1. (d) Mortgagee shall never be under any
obligation to enforce the collection of the funds assigned to it
hereunder, nor shall it ever be liable for failure to exercise
diligence in the collection of such funcs, but it shall only be
accountable for the sums that it shall actually receive. (e)
Mortyagor covenants to cause all pipeline companies or other
purchasers of the oil, gas , minerals and other substances listed
above producad from and attributable to said property, to pay
promptly to Mortgagee, at the cffice of Mortgagee at the address of
Mortgagee stated above, the interests of Mortgagor in and to the
proceeds of the sale thereof. (f) Upon the full and final payment
of the secured indebtedness, Mortgagee, at the request of
Mortgagor, and at Mortgagor's scle cost and expense, shall execute
and deliver to Mortgagor a reassignment hereof, without recourse,
representations or warranties.

8.2 Power of Attorney. In consideration of the loan
evidenced by the Notes, Mortgagor hereby designates and appoints
Mortgagee as Mortgagor's true and lawful agent and attorney-in-fact
(with full power of substitution, either generally or for such
limited periods or purposec as Mortgagee may, from time to time,
prescribe), with full power and authurity, for and on behalf and in
the name of Mortgagor, to execute, acknowlcdge and deliver all such
division orders, <cransfer orders, certificates and any and all
other documents of every nature as may, from time to time, be
necessary or proper to effectuate the intent and purpose of the
assignment contained in Section 8.1 hereof. Mortgagor ehall be
bound thereby as fully and effectively as if Mortgzgor had
perscnally executed, acknowledged and delivered any such division
order, transfer order, certificate or other documents. The powers
and authorities herein conferred on Mortgagee may be exercised by
Mortgagee through any person who, at the time of the execution of
a particular instrument, is the president, a senior vice-president
or 2 vice-president of Mortgagee. The power of attorney conferred
by this Section 8.2 is granted for a valuable consideration and
hence is coupled with an interest and is irrevocable so long as the
Obligations, or any part thereof, shall remain unpaid. All persons
dealing with Mortgagee, any officer thereof above designated or any
substitute thereof, shzll be fully protected in treating the powers
and authorizations conferred by this paragraph as continuing in
full force and effect until advised by Mortgagea that all of the
Obligations are fully and finally paid.

IN WITNESS WHEREOF, Mortgagor has executed this Mortgage as of
December 13, 1991.

MORTGAGOR:
SNYDER OI CCRPORATION, a
Delaware c ion
ATTEST:
i "‘ BY'
;zgt{kf. Czélﬂﬁfl ) Peter E. Lorenzen
DJulle Rodgers, Senior Vice President
istant Secretary

(SEAL)
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ATTEST: MORTGAGEE:

WELLS FARGO BANK, N.A., as
Agent for the Banks

By Aw/wé/

Rex C. Walker,
Assistant Vice President

. ott,
Assistant Secretary

(SEAL)

SIGNED AND ACKNOWLEDGED
IN THE PRESENCE OF:

Witnesses
(as to all signatures)




STATE OF TEXAS ]

§
COUNTY OF DALLAS §

This instrument was acknowledged before me on this 13th day of
December, 1991, by Peter E. Lorenzen, Senior Vice President of
Snyder 0il Corporation, a Delaware corporation, on behalf of said
corporation.

2O

Wcliv D D+ ciman
Netzry Pubiic

STATE OF TEXAS

Nv Comm Exp. 101722

0 D Fhmiar)

Notary 1ic-State of Texas

My commis

STATE OF TEXAS

§
§
COUNTY OF DALLAS S

This instrument was acknowledged before me on this 13th day of
Dacember, 1991, by Rex C. Walker, Assistant Vice President of Wells
Fargo Bank, N.A., a national banking association, on behalf of said
association.

kellv D, ishman §
Notary Public :
STATE OF TEXAS
My Cowm Exp. 10172

XD Y BE '

‘ O Déghrmirr

Notary c-State of Taxas

(States of Kansas and New Mexico Acknowledgements)

STATE OF TEXAS ]

S
COUNTY OF DALLAS s

This instrument was acknowledged before me on this 13th day of
December, 1991, by Peter E. Lorenzen, Senior Vice President of
Snyder 0il Corporation, a Delaware corporation, on behalf of said
corporation.

Notary Public-State of Texas

My commission expires:

STATE OF TEXAS §
§
COUNTY OF DALLAS §

This instrument was acknowledged before me on this 13th day of
December, 1991, by Rex C. Walker, Assistant Vice President of Wells
Fargo Bank, N.A., a national banking association, on behalf of said
association.

Notary Public-Stata of Texas

My commission expires:
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(State of Ohio Acknowledgements)

STATE OF TEXAS §
s
COUNTY OF DALLAS s

BEFORE ME, a notary public in and for said county, personally
appeared Peter E. Lorenzen known to me to be the perscn who, au
Senior Vice President of Snyder 0il Corporation, a Delaware
corporation, the corporation which executed the foregoing
Instrument, signed the sane, and acknowledged to me that he did so
s3ign said instrument in the name and upon behalf of said
corporaticn as such officer, that the same is the free act and deed
as such officer, and the free and corporate act and deed of said
corporation; that such officer was duly authorized thereunto by its
board of directors; and that the seal affixed to said instrument is
the corporate seal of said corporation. In testimony whereof, I
have hereunto subscribed my name, and affixed my official seal, at

o'clock __ .M., this i3th day of December, 1991.

Notary Public-State of Texas
My commissic - expires:
STATE OF TEXAS s
5
COUNTY OF DALLAS §

BEFORE ME, a rc’ - ‘~1ie in and for said county, perscnally
appeared Rex C. % ‘~ me to be the person who, as
Agsistant Vice 7 . Fargo Bank, N.A., 2 national
banking associatcic.. .-_=vad tha foregoing instrument, signed

the same, and acknowledged to me that suid officer did so sign said
instrument in the name and upon behalf of said association as such
officer;, that the same is the free act and deed as such officer,
and the free and corporate act and deed of said association; that
such officer was duly authorized thereunto by its board of
directors; and that the seal affixed to said instrument is the
corporate seal of said association. 1In testimony whereof, I have
hereunto subscribed my name, and affixed my official seal, at
o'clock ___ .M., this 13th day of December, 1991.

Notary Public-State of Texas

My commission expires:

- 22 -



(8%ate of Pennsylvania Acknowledgements)

STATE OF TEXAS

A

COUNTY OF DALLAS

Oon this the .3‘a4 day of December, 1591, before me, Kelly
Dishman, the undasrsignel officer, personally appeared Peter E.
Lorenzen, who acknowledjed himself to be the Senior Vice President
of Snyder Oil Corporation, a Deliware corporation, and that he, as
such Senior Vice President being authorized sc to do executed the
foregoing instrument for the purposes therein contained, by signing
the name of the corporation hv nimsalf as Senioxr Vice President.

In witness whureof I hereunto sec my hand and c.®icial seal.

Notary Public-sState of Texas

My commission expires:

STATE OF TEXAS ]
]
COUNTY OF DALLAS ]

on this the 13th day of December, 1991, before me, Kelly
Dishman, the undersigned officer, perscnally appeared Rex C. Walker
who acknowledged himself toc be the Assistant Vice President of
Wells Fargo Bank, N.A., a 1 .tional banking association, and that
he, as such Assistant Vice President, being authorized so to do
executed the foregoing instrument for the purposes therein
contained by signing the name of the association by himself as
Assistant Vice President.

In witness whereof I hereunto set my hand ani official seal.

Notary Public-State of Texas

My commiss..un expires:

(State of Pennsylvania certificate of residence)

The undersigned hereby certifies that the precise residence of
the Mortgagee for the purposes hereof is
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(State of Arkansas Acknowvledgements)

STATE OF TEXAS

COUNTY OF DALLAS

On December 13, 1991, before m2, a notary public, personally
appeared Peter E. Lorenzen known to me to be the Senior Vice
President of Snyder O0il Corporaticn and acknowledged that he has
executed the foregoing instrument for the puroses therein
contained.

In witness whereof, I ha‘'e h raunto set my hand and official
seal.

Notary Public-State of Texas

My commission expires:

STATE OF TEXAS

COUNTY OF DALLAS

on December 13, 1991, before me, a notary public, personally
appeared Rex C. Walker known to me to be the Assistant Vice
President of Wells Fargo Bank, N.A. and acknowledged that he/she
has executed the foregoing instrum-nt for the purposes therein
contained.

In witness whereof, I have hereunto set my hand and official
seal.

Notary Public-sState of Texas
My commission expires:

{State of Wyoming Acknowledgement '

STATE OF TEXAS L]
]
COUNTY OF DALLAS $
This instrument was acknowledged before me on this 13th day of
December, 1991 by Peter E. Lorenzen, Senior Vice President of

Snyder 0il Corporation, a Delaware corporation, on behalf of said
corporation.

Notary Public-State of Texas
My commission uxpires:
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STATE OF TEXAS ]
$
COUNTY OF DALLAS ]

This instrument was acknowledged before me on this iith aay of
December, 1991 by Rex C. Walker, Assistant Vica President oi Wells

Fargo Bank, N.A., a national banking associat.ior,, on behalf of said
association.

Notary tublic-State of Texas
My commission expires:

(State of Colorado Acknowledgements)

STATE OF TEXAS s

$
COUNTY OF DALLAS |

The foregoing instrument was acknowledged before me on this
13th day of December, 1991, by Peter E. Lorenzen, the Senior Vice

President of Snyder 0il Corporation, a Delaware corporation, on
behalf of said corporation.

Notary Public-State of Texas
"Y commission [ > () "-,A:'.‘i‘.‘lr“.?‘

STATE OF TEXAS

$
COUNTY OF DALLAS $

The foregoing instrument was acknowledged before me on this
13th day of December, 1991, by Rex C. Walker, the Assistant Vice
President of Wells Fargo Bank, N.A., a national banking
association, on behalf of said association.

otary c- e o s

My commission expires:_




(State of South Dakota Acknowledgements)

STATE OF TEXAS S

S
COUNTY OF DALLAS S

On this the 13th day of December, 1991, before me, Kelly
Dishman, the undersigned officer, personally appeared Peter E.
Lorenzen, who acknowledged himself to be the 3enior Vice President
of Snyder 0il Corporation, a Delaware corporation, and that he, as
such Senior Vice President, being authorized so to do, executed the
foregoing instrument for the purposes therein contajined by signing
the name of the corporation by himself as Senior Vice President.

IN WITNESS WHEREOF, I hereunto set my hand and official seal.

NOTARY PUBLIC
(SEAL)
My Commission Expires:

STATE OF TEXAS S

§
COUNTY OF DALLAS s

on this the 13th day of December, 1991, before me, Ke'ly
Dishman, the undersigned officer, personally app2ared Rex C.
Walker, who acknowledged himself to be the Assistant Vice iresident
of Wells Fargc Bank, N.A., a naticnal banking association, and that
he, as such Assistant Vice President, being authorized so to do,
executad the forecoing instrument for the purposes therein
contained by signing the name of the corporation by himself as
Assistant Vice President.

IN WITNESS WHEREOF, I hereunto set my hand and official seal.

NOTARY FUBLIC
(SEAL)
My Commission Expires:
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(State of Mississippi Acknowledgments)

STATE OF TEXAS

COUNTY OF DALLAS

Personally appeared before me, the undersigned authority in
and for the said county and state, on this 13th day of December,
1991, within my jurisdiction, the within named Peter E. Lorenzen,
who acknowledged that he is Senior Vice President of Snyder 0il
Corporation, a Delaware corporation, and that for and on behalf of
the said corporation, and as its act and deed he executed the above
and foregoing instrument, after first having been authorized by
said corporation so to do.

My Commission Expires:

STATE OF TEXAS
COUNTY OF DALLAS

U L L]

Personally appeared before me, the undersigned authcrity in
and for the said county and state, on this 13th day of December,
1991, within my jurisdiction, the within named Rex C. Walker, who
acknowledged that he is Assistant Vice President of Wells Fargo
Bank, N.A., a national banking association, and that for and on
behalf of the said association, and ar its act and deed he executed
the above and foregoing ini*rument, after firsat having been
authorized by said corporation so to do.

NOTARY

My Commission Ex_ires:

183322
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EXHIBIT "A°

RIGH ISLAND BLOCK 206 PROSPECT - #92301
OUTER CONTINENTAL SRELP
OFPSHORE TEXAS

Lease Wo. 92301-001 (OCS=-C 1831):

01l & Gas Leaso dated July 1, 1968, between the United Srates of
America, Lessor, and Texaco Inc. and Aumble Cil & Refining Company,
Lessee, bearing Serial Number OCS-G 1811, covering Block 206, Righ
Island Area, Official Leassing Map, Texas Hap No. 7, comprising 5,769
acres, more or less, INSOFAR ONLY as to all dipths commencing from
the surface down to the stratigraphic equivaleant of 100 tuet beiow
the bese of the “N" faau, such Sand belng identiziced by electric log
inverval 4in Tezaco's 0C$=G 1311 Well Yo. 7 (A=1) at 8,560 fezt to
8,590 feet.

Working ‘ Revenue
Hell Name Interest Interest
Bigh Island 206 .17438700 14227100

Well A-11
© 9ffshore Texas.




