
L A w f f i N c c A U N I O N i m c m > • » • 

MILLING. BENSON. WOODWARD. HILLYER. PIERSON * MILLER 
A P A f f T N C f f t H I P I N O U O i N G M O ' l • T O N A L A W C O H H O M T I O N I 

ATTORN ev - . AT L*»V 

MOO W H I T N E Y B U I L D I N G 
N I W ORLEANS - - 0 I 3 0 

T i l l * . O N I ' « 0 « > U I - 1 I 3 J 

T C L I C O P l f f f i B O f • • l - l O O O 

C . , » L C M I L L I N G 

W I L S O N « » " 

J » M I 5 » I f a V I N 
H I L T O N • S E L L 
M M A M M O N C A r t v C f f 
M t i l f f T O C f f N » T t l N 
J C M N T H C I l i a I I I 
ff A l P M J l A T I R I S 

j « w n c M A f f o a o u m c . j * . 
K , N N K O T J O I L L T . J f f 

I I K A T M C N I N C H Q L O H . f i 
J O S E P H W t O O N C T 
J O ffA N T C O L C U A N » 
M T A T L O A O A R O I N • 
H t N M A K I N O • 

L A W C O « P O A A T l O ' i » ( H C C P T • 

. o M N w c o m m 
" t o i m r . i J P L A t 
r a A N A A TC . T . . M 
- C L i r r o f f o K O O I L L 

M l l A N I t L M I L L C ff 
• f f j L C P M O t r c " 
. l O M N M O O L O C N 

O H M A C O L t 

?l 1 " Novemb'.r 2 1 , 198 3 

L O U . % « i M t 
K I N N I T M • 
U I . T A L O J 

HI M i O N r i u a • 
J O M I . P C V I f f C T T 

J O H N W W O O L T O L f f , 
o r f o m m 

Minerals Management Service 
3301 North Causeway Boulevard 
Metairie, Louisiana 70002 

Gentlemen: 

There a re enclosed the f o l l o w i n g : 

1 . Seven copies o f Conveyance and Agreement f r o m 
Kewanee I n d u s t r i e s , I n c . t o Tech Founda t ion , I n c . t o be f i l e d 
i n f i l e s b e a r i n g S e r i a l Nos. OCS-G 1101, OCS-G 2181, OCS-G 
2184, OCS-G 2940, OCS-G 2941, OCS-G 2444 and OCS-G 2445. 

2 . Seven copies o f C o l l a t e r a l Mortaage, Pledge 
and Assignment a f f e c t i n g the p r o d u c t i o n p a y i e n t conv ed 
by the Conveyance and Agreement, executed by Tech Fo n i d a t i o n , 
I n c . , ao M o r t g a g o r , f o r f i l i n g i n the same f i l e s i n d i c a t e d 
i n paragraph numbered 1 above. 

3. Two copies o f Deed o f T r u s t executed by Tech 
Foundat ion , I n c . t o be f i l e d i n f i l e s b e a r i n g S e r i a l Nos. 
OCS-G 2444 and OCS-G 2445. 

I n a d d i t i o n , t he re i s e n c l o j e d our check i n the 
amount o f $400 t o cover the f i l i n g f ees f o r the above men
t i o n e d documents. 

Yours very t r u l y , 

C. E. H 3 l l 

CEH/map Acknowledged and Filed as Requested. 

Enclosures 
MlneralsHlanagement Service. 
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CONVEYANCE AND AGREEMENT ., - , D „ 
ftJV - ' U3 

II . 

THIS CONVEYANCE AND AGREEMENT, made as c f " S t ne "da t e « t 
o u t below by KEWANEE INDUSTRIES, INC. , a Delaware c o r p o r a t i o n 
( h e r e i n a f t e r c a l l e d " G r a n t o r " ) , t o and w i t h TECH FOUNDATION, 
I N C . , a Lou i s i ana n o n p r o f i t c o r p o r a t i o n ( h e r e i n a f t e r c a l l e d 
" G r a n t e e " ) ; 

W I T N E S S E T H 

WHEREAS, G r a n t o r i s ^he owner o f i n t e r e s t s r e l a t i n g t o 
o i l and gas Ie?8«>a g r a n t e a by the U n i t e d S t a t e s o f America 
c o v e r i n g submerged a reas o f f s h o r e the S t a t e s o f L o u i s i a n a and 
M i s s i s s i p p i , wh ich l e a se s and G r a n t o r ' s i n t e r e s t t h e r e i n are 
d e s c r i b e d i n Annex A, and Gran tor e x p e c t s t o acgu i r e a d d i t i o n a l 
i n t e r e s t s r e l a t i n g t o o i l and gas l eases g r a n t e a by the U n i t e d 
S t a t e s o f America c o v e r i n g submerged areas o f f s h o r e the S t a t e 
o f L o u i s i a n a , w h i c h l ea ses and G r a n t o r ' s i n t e r e s t t h e r e i n are 
e x p e c t e d t o be as d e s c r i b e d i n .-nnex B; 

WHEREAS, G r a n t o r d e s i r e s t o s e l l and convey t o Grantee 
a p r o d u c t i o n payment a f f e c t i n g G r a n t o r ' s i n t e r e s t s r e l a t i n g t o 
s u c h leases; and 

WHEREAS, G r a n t e e i s w i l l i n g t o purchase and pay f o r 
s u c h p r o d u c t i o n payment as h e r e i n a f t e r s e t o u t ; 

NOW, THEREFORE, IT IS AGREED between Gran tor and 
G r a n t e e as f o l l o w s : 

ARTICLE FIRST 
DEFINITIONS AND REFERENCES 

SECTION 1.1 D e f i n i t i o n s . For purposes o f t h i s 
i n s t r u m e n t , un less t h e c o n t e x t o t h e r w i s e r e q u i r e s , the 
f o l l o w i n g d e f i n i t i o n s and r e f e r e n c e s s h a l l be a p p l i c a b l e : 

" A f f i l i a t e " means w i t h r e s p e c t t o another pe rson 
any person d i r e c t l y o r i n d i r e c t l y c o n t r o l l i n g , c o n t r o l l e d 
b y o r under common c o n t r o l w i t h uuch o t h e r person . 

" A m o r t i z a t i o n Schedule" means, p r i o r t o 
consummation o f t h e Second Conveyance, t he scheduled 
r e d u c t i o n o f t h e P r i m a r y Sum as r e f l e c t e d i n Annex C and, 
a * t e r the consummation o f the Second Conveyance, t he 
scheduled r e d a c t i o n o f the P r imary Sum as r e f l e c t e d i n the 
Second Conveyance o r an annex t h e r e t o , as a d j u s t e d 
a c c o r d i n g t o S e c t i o n s 2.10 and 2 . 1 1 . 



"Annual Discount Rate" means 12% per annum or, i f 
d i f f e r e n t , the then current discount r a t e used by Bankers 
Trust at the t ime i n question i n I t s major energy c r e d i t s 
f o r determining the present worth o f expected o i l 
production. 

"App l i ca t ion Date" means the f i r s t duoinesa Day 
a f t e r the n i n t h calendar day of each Feoruary, May, August 
and November beg inn ing w i t h the f i r s t A p p l i c a t i o n Date 
described i n the Amor t iza t ion Schedule. 

"App l i ca t ion Period" means each three-month 
- ^lendar per iod preceding an A p p l i c a t i o n Date and beginning 
c s January 1, A p r i l 1, July 1, or October 1, as the case 
n.jty be, f o r the p a r t i c u l a r A p p l i c a t i o n Date, provided t h a t 
the Appl ica t ion Per iod preceding the f i r s t Applic- f c - ; on Date 
s h a l l be the p e r i o d beginning, i n the case of th? -ab jec t 
Interests descr ibed i n Annex A, r t 7:0C a.m., L< uis iana 
time, on October 1, 1983, and, i n t b^ case of t ;«. Subject 
Interests descr ibed i n Annex B, «.t the e f f e c t i . time o f 
the Second Conveyance. 

"Bankers T r u s t " means Bankers T rus t Companv, a Hew 
York bani .n«i c o r p o r a t i o n . 

"Base Rate" means a rate per annum oqual at a l l 
times ( i ) p r i o r t o the t h i r d anniversary o f the date 
hereof, to the Prime Rate i n e f f o c t f rom time to t ime, ( i i ) 
from such t h i r d anniversary and p r i o r to tha f i f t h 
anniversary o f the dace hereof, to 1/8 o f 1% i n excess o f 
the Prime Rate i n e f f e c t from time to t ime , ( i i i ) from such 
f i f t h anniversary and p r i o r to the n i n t h anniversary o*V the 
date hereof, to 1/4 o f 1% i n excess o f t hu Prime Rate i n 
e f f e c t from time t o time and ( i v ) on and a f t e r such n i n t h 
anniversary, to i / 2 o f 1% i n excess o f the Prime Rate i n 
e f f e c t from time t o t ime. 

"Business Day" means a day which i s not a Saturday 
or Sunday or a l e g a l hol iday under t l i e laws of the C i t y or 
State of Ncw York; provided tha t , f o r purposes of the 
d e f i n i t i o n he r e in o f App l i ca t ion Date at any time when a 
"Eurodollar Loan" i s outstanding under the Credi t 
Agreement, a Business Day must also be a day f o r t r a d i n g by 
and between banks i n U.S. d o l l a r deposi ts i n the interbank 
eurodollar market. 

"Commercially Recoverable Hydrocarbons" means a 
deposit or depos i t s c f Hydrocarbons, unde r ly ing areas 
covered by the Leases from which Subject Hydrocarbons can 
reasonably be expected to be recovered ( a f t e r deducting the 
amounts of severance or other taxes imposed d i r e c t l y on 
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production and the amounts of federal Crude Oi l Windfall 
Profit Tax and s imi lar taxes reasonably expected to accrue) 
having a value in excess of Grantor's share of the costs of 
dr i l l ing , completing, eY*u:.pping, producing, operating and 
maintaining th* well o- wells required to recover f*nd 
produce such Subject Hydrocarbons. 

"Coverage Ratic" means: (a) pr ior to Apri l 1, 
1984, 180%, and (b) ou and after Apr i l 1, 1984, 200%; 
provided, however, that i f Grantor has repurchased the 
Production Payment in part pursuant to Section 2.9(b) or i f 
a redetermination pursuant to .lection 2.10 i s being made 
because of the t h i r d sentence of Section 2.9(b), 'hen 
"Coverage Patio" sha l l mean: ( i ) prior tc Apri l 1, 1984, 
180%, ( i i ) on and after April 1, 1984, and pxior to January 
1, 1987. 200%, and ( i i i ) on md af ter January 1, 1987 300%. 

''Credit Agreement" means that certa in Credit 
Agreement, dated as of November 18, 1983, amonr* Grantee, 
the banks l i s t e d in Annex A thereto, and Bankers Trust, as 
agent. 

"Dedicated Percentage" means the percentage of 
Subject Hydrocarbons used in determining the amount of PP 
Hydrocarbons accruing or attributable to the Production 
Payment at the part icu lar time in questior. as provided in 
Section 2.10. Pr ior to any adjustment being made pursuant 
to Section 2.10 the Dedicated Percentage shal l be 
sixty-eight percent (68.0%). 

"Designated Event" has the meaning ansigned to i t 
in Section 5.1. 

"Determination Date" means, with respoct to each 
request by Grantor under Section 2.10 for an evaluation of 
the Subject Interes t s , the date specif ied in such request 
as the date as of which such evaluation i s to be made. 
Each such date must be the f i r s t day of an Application 
Period and must occur within a period commencing six months 
before, and ending six months af ter , such request. 

"Discharge" means the date upon which the 
Production Payment terminates ae provided in Section 2.13. 

Engineers" means the petroleum engineers of the 
Energy, U t i l i t i e s and Nineral Resources Group of Bankers 
Trust. 

"Force Majeure" means act of God, lightning, f i r e , 
storm, hurricane, flood, earthquake or explosion; act of 
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the public enemy, Mar, blockade, insurrection or r io t ; 
s tr ike , lockout or other labor d i f f i c u l t y or industr ia l 
disturbance; f a i l u r e or delay of transportation services , 
breakdown or i n a b i l i t y to obtain equipment, machinery or 
other needed material; government res tra int or compliance 
with statutes, regulations, rules , orders or requests of 
federal, state or local governmental authorit ies , or any 
other cause, whether of the kind enumerated or not, in each 
of the above cases (other than s t r i k e , lockout or other 
labor d i f f i c u l t y or industrial disturbance) not reasonably 
within tne control or which through the exercise of 
reasonable di l igence Grantor i s unable to avoid; provided 
that Force Majeure ahall not be applicable to obligations 
to make money payments. 

"Grantor" means Kewanee Industries , Inc. and, 
unless the context in which used otherwise requires, i t s 
successors in interes t to the Subject Interests exclusive 
of the Production Payment. 

"Gross Proceeds" means the proceeds derived from 
Subject Hydrocarbons without deduction of any Production 
Expenses. 

"Hydrocarbons" means (a) crude o i l and (b) 
condensate recovered by conventional mechanical separators, 
but such term does not include natural gas, other natural 
Caa liquids, or other gaseous hydrocarbons. 

"Independent Engineers" meana a p-jtroleum 
engineering firm which i s mutually acceptable to Grantor 
and Grantee and, u n t i l either Grantor or Grantee shal l 
not i fy the other to the contrary, such firm shal l be 
DeGolyer & MacNaughton. 

"Joint Orerating Agreement" means the Joint 
Operating Agreement, dated November 18, 1983. between Gulf 
O i l Corporation, as Operator, and Grantor, ait Non-Operator, 
with respect to the Subject Interests . 

"Leases" means, prior to consummation of the Second 
Conveyance, the o i l and gas leases described in Annex A 
and, after the consummation of the Second Conveyance, the 
o i l and gas leases described in Annex A and the o i l and gas 
leases described in Annex B. 

"Market Value" means, vi th respect to any PP 
Hydrocarbons, the value at which the operate* of the 
appropriate Subject Interests i s required to calculate 
related royalt ies payable to the United States of America. 
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"Net I n t e r e s t " means Grantor's share (expressed as 
a percentage) of Subject Hydrocarbons produced from each 
Subject I n t e r e s t . Grantor s present Net I n t e r e s t , and the 
Net Interest which Grantor expects to obtain p r i o r to the 
Second Conveyance, are shewn i n Annex A and Annex B 
respectively as "Net I n t e r e s t " i n the de s c r i p t i o n of each 
Subject I n t e r e a t . 

"Notes" means those c e r t a i n promissory notes 
definad aa "Notes" i n the Credit Agreement, under which 
Grantee has borrowed or w i l l borrow the funds -*ith which i t 
w i l l make the payments described i n Sections 2.3 and 2.4. 

"Paying Quantities" means production of Hydro
carbons i n q u a n t i t i e s s u f f i c i e n t to y i e l d a return i n 
excess of operating costs. 

"PP Hydrocarbons" means that p o r t i o n of the Subject 
Hydrocarbons which accrue or are a t t r i b u t a b l e to the 
Production Payment at the time i n question ( a f t e r taking 
i n t o account the exclusions provided i n Section 2.8), being 
e i t h e r ( i ) the higher of the Dedicated Percentage of the 
Subject Hydrocarbons or that p o r t i o n of the Subject 
Hydrocarbons produced i n any Ap p l i c a t i o n Period (not i n 
excess of 100%) which, when sold and applied pursuant to 
Section 2.7, w i l l generate PP Proceeds s u f f i c i e n t to allow 
f o r payment of a l l then undischarged amounts described i n 
subsections ( b ) , ( c ) , (d), and (e) of Section 2.5 as w e l l 
as reduction of the Primary Sum by the amount of the 
Scheduled Amortization for that A p p l i c a t i o n Period, or ( i i ) 
such other p o r t i c ; as may be provided f o r i n subsection (c) 
of Section 5.1. 

"PP Proceeds" means the proceeds derived from the 
sale of PP Hydrocarbona. 

"Present Worth of Future Gross Proceeda" means, 
• i t h respect to Subject Hydrocarbons, the present worth 
(discounted at the Annual Disco-int Rate) of the Gross 
Proceeds which the Engineers estimate w i l l accrue from 
production of Proven Reserves of Subject Hydrocarbons 
commencing w i t h any designated date during the remaining 
expected period of economic production from the Subject 
Inter e s t s . 

"Primary Sum" meana, at the time i n question, the 
t o t r l amount which Grantee has then paid to Grantor as 
purchase moneys i n accordance w i t h the provisions of 
Sections 2.3 and 2.4, p. s any amounts which at or p r i o r to 
such time have been added to the Primary Sum pursuant to 
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Sections 2.7, 2.12, and 3.4, 1*88 the aggregate amount of 
PP Proceeds which at or prior to euch time have been 
applied to the reduction of the Primary Sum pursuant to 
Clause Third of Section 2.7. 

"Prime Rate" means the rate which Bankers Trust 
announces from time to time at i t s principal o f f ice as i t s 
prime rate for domestic commercial loans. 

"Production Expenses" means a l l costs, expenses and 
taxes of every character whatsoever incurred for or in 
connection with ( i ) developing, equipping, maintaining or 
operating the Subject Interests or ( i i ) l i f t i n g , producing, 
gathering, t reat ing , handling, storing, processing, 
marketing or transporting Subject Hydrocarbons. 

"Production Payment" means the interests in tha 
Subject Interests , Subject Hydrocarbons and PP Proceeds 
whicn are conveyed to Grantee under Section 2.1 plus, after 
consummation of the Second Conveyance, those Subject 
Intereata, Subject Hydrocarbons and PP Proceeds which 
Grantor w i l l have conveyed to Grantee under the Second 
Conveyance, and (where the context permits) the 
unliquidated balance from time to time of the aggregate 
amount which Crantee i s entitled to receive under the 
provisions of Section 2.5 and Section 2.7. 

"Production Sales Contracts" meana a l l contracta 
and agreements for the sale or exchange of Subject 
Hydrocarbons, or any portion thereof, whether presently 
exiating or hereafter entered into as contemplated by 
Section 3.1. 

"Proven Reserves" means the proven reaervea of 
Hydrocarbons which are deaignated aa such by the 
Indeperdent Engineers. 

"Purchase Agreement" means that certain Purchase 
Agreement of even date herewith, between Grantor and 
Grantee, which, among other things, sets out more fu l ly the 
terms and conditions for the delivery of this Conveyance 
and the Second Conveyance. 

"Scheduled Amortization" means, with respect to 
eech Application Period, the amount of the acheduled 
reduction of the Primary Sum for such Application Period 
shown on the Amortization Schedule. 

"Second Conveyance" means the conveyance to be made 
by Grantor as described in Section 2.2. 
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"Subject Hydrocarbons" means a l l Hydrocarbons i n , 
under and th a t may be produced from the areas covered by 
the Leases which, a f t e r deducting a l l r o y a l t i e s and any 
overriding r o y a l t i e s , production payments (other than the 
Production Payment) or other charges now burdening the 
Subject I n t e r e s t s , accrue or are a t t r i b u t a b l e t o the 
Subject I n t e r e s t s , excluding Hydrocarbons used f o r purposes 
of production and operations upon the Lease areas and 
Hydrocarbons which are unavoidably l o s t . 

"Subject I n t e r e s t s " means (a) p r i o r to consummation 
of the Second Conveyance, the i n t e r e s t s described i n Annex 
A of Grantor i n , t o and under the Leases, and, a f t e r 
consummation of the "*econd Conveyance, the i n t e r e s t s 
described i n Annex A and Annex B of Grantor i n , t o , and 
under the Leases, and (b) a l l other r i g h t s which Grantor 
now has or her e a f t e r acquires i n , t o or under, or derived 
from any amendments, modifications, renewals or extensions 
of, ?ny of the Leases; including i n a l l such cases a l l 
r i g h t s under the J o i n t Operating Agreement and a l l 
operating agreements, Production Sales Contracts and other 
agreements a f f e c t i n g the Leases. 

"Subleases" means the "Subject Assignments" 
referred to i n the Joint Operating Agreement, as the Joint 
Operating Agraement i s from t-me to time supplemented or 
amended with the consent of Grantee. 

"l^xes" means a l l taxes under the Crude O i l 
Windfall P r o f i t Tax Act and a l l production, severance, 
occupation, gathering, sales, exciso and other taxes and 
assessments of any kind (other than the "excluded taxes" as 
described below), including p e n a l t i e s and i n t e r e s t , i f any, 
imposed or assessed with respect to or measured by or 
charged against PP Hydrocarbons cr the proceeds or value 
thereof, and a i l other taxes required by lav to be deducted 
from the*PP Proceeds and a i l ad valorem or other taxes on 
or measured by income, p r o f i t s , or gains (i n c l u d i n g without 
l i m i t a t i o n i n t e r e s t and penalties, i f any, but excluding 
the "excluded taxes" as described below) which are imposed 
ou Grantee s o l e l y by v i r t u e of Grantee's ownership of the 
Production Payment cr any part thereof and/or the receipt 
of PP Hydrocarbons or PP Proceeds. As used herein, 
however, "Taxes" s h a l l not include any of the foi i o w i n g 
"excluded taxes": income taxes imposed on (a) the amount 
received by Grantee pureuant to subsection (e) of Section 
2.5 and (b) any gain a t t r i b u t a b l e t o the sale or other 
d i s p o s i t i o n , i n whole or i n pa r t , of the Production Payment 
to the extent such gain, i n the case of a sale or other 
d i s p o s i t i o n i n whole, i s a t t r i b u t a b l e to consideraticn 
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received i n excess of the amount then required under 
Section 2.5 t o discharge the Production Payment _n f u l l , 
or, i n the case o f a sale or other d i s p o s i t i o n in p e r t , 
then tc the ex t en t such gain i s a t t r i b u t a b l e to 
considerat ion received i n excess o f the considera t ion which 
would have been a l lowable , cn a pro ra ta basi3, to the ( . ' r t 
so sold or o therwise disposed c f had the sale or other 
d i spos i t i on been of the e n t i r e Production Payment and the 
t o t a l cons ide ra t ion received equal to the amount then 
required under Section 2.5 to discharge th** Production 
Payment i n f u l l . 

SECTION 1.2 References. A l l references i n t h i s 
Conveyance to Annexes and sections r e f e r to che Annexes and 
sections of t h i s Conveyance unless expressly provided 
otherwise. The words " t h i s Conveyance", " t h i s instrument", 
"herein", " h e r e o f , and words of s i m i l a r import r e f e r to t h i s 
Conveyance a3 a whole and not to any p a r t i c u l a r s u b d i / i j i o n 
hereof unless express ly so l i m i t e d . T i t l e s appearing at the 
beginning cf any subdivis ions hereof are f o r convenience only, 
do not cons t i tu t e any pa r t of such subdivis ions , and s h a l l be 
disregarded i n cons t ru ing the language contained i n such 
subdivis ions . Pronouns i n the masculine, feminine and neuter 
genders shal l be construed to include any other gender, and 
words i n the s i n g u l a r form s h a l l be construed to include the 
p l u r a l and v ice versa, unless the context otherwise requires . 
Unless the context otherwise requires or unless otherwise 
provided the terms def ined i n t h i s Conveyance which r e f e r to a 
p a r t i c u l a r agreement, instrument or docume.it also r e f e r to and 
inc lude a l l renewals, extensions and modiftea ions of such 
agreement, instrument or document, provided tha t nothing 
contained i n t h i s sec t ion sha l l be construed to authorize any 
person to execute or enter i n t o any such renewal, extension or 
m o d i f i c a t i o n . Notwi ths tanding the fo regoing , references to (a) 
the Credit Agreement and the Notes s h a l l not include any 
renewals, extensions or modi f i ca t ions of such instruments 
unless the â +ne heve been maoe w i t h the express w r i t t e n consent 
o f Grantor and (b) whe Jo in t Operating Agreement and the 
Subleases sha l l not include an.' renewals, extensions or 
modi f i ca t ions o f such instrument unless the same have been made 
w i t h the express w r i t t e n consent of Grantee. 
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ARTICLE SECOND 
SALE AND TRANSFER OF PP OLTTTON PAYMENT 

SECTION 2.1 Conveyance. Grmtor, f o r a valuable 
consideration paid and to be paid by Grantee as herein 
provided, does hereby bargain, ae.'l, t r a n s f e r , assign, grant, 
convey, set over and del i v e r , .he Production Payment, unto 
Grantee, i t s successors and eu^irns, u n t i l Discharge, a l l PP 
Hydrocarbon which accrue or *ie a t t r i b u t a b l e tc the l u b l e c t 
Interests described j;: Annex A 1 om and a f t e r 7:00 a.m. 
(Louisiana time) on October 1, Is ̂ 3, u n t i l Discharge, and a'.l 
PP r. jceeds r e l a t e d thereto, to have and to hold the sau.-* 
together with a l l aad singular the r i g h t s , t i t l e s and i \ r •> «.'s 
appurtenant thereto i n anywise belonging ( i n c l u d i n g witlic.. -

l i m i t a t i o n a l l righ*. s whicli Grantor ncw has or herea "ter 
acquires i n , tc or un^er the Joint Operating Agreement .̂  
opera^^ng agre ir- *r.- > 4, Production Sales Contracts and othor 
agreements s t ' t c t l u g the PP Hydrocarbons or PF Proceeds, 
together wit'., "he representations, warranties, and indemnities 
set out J.r. t h * Subleases, i t being understood and agreed that 
Grantee may no- exercise such r i g h t s except as provided i n 
subsection i i. ) of Section 5.1). 

SE'.*.'TJN 2.2 Agreement to Convey. As more f u l l y 
provided i n -.he Purchase Agreement, Grantor agrees that Grantor 
w i l l convey to Grantee, subject to Grantor's having f i r s t 
acquired the r i g h t s and in t e r e s t s described i n Annex B, f o r the 
valuable consideration hereinafter provide, as an add i t i o n to 
the Production Payment and u n t i l Discharge, .1 PP Hydrocarbons 
which w i l l a f t e r such conveyance accrue or 1 << a t t r i b u t a b l e to 
the Subject I n t e r e s t s described i n Annex B and a l l PP r.oceeds 
related thereto. 

SECTION 2.3 Purchase Price-Annex A. As the purchase 
price for that p a r t of the Production Payment describee i r . 
Section 2.1, Grantee agrees to pay to Grantor upon completion 
of the applicable c o n d i t i ns set f o r t h i n the Purchase 
Agreement the sum of One Hundred Sixty M i l l i o n Dollars 
($160,000,000). 

SECTION 2.4 Purchase Price-Annex B. As the pu .-chase 
price for that p a r t of the Production Payment described i n 
Section 2.2, Grantee s h a l l , as more f u x l y described i n the 
Purchase Agreement, pay tc Crantor an amount to be agreed upon 
hereafter which s h a l l not exceed One Hundred F i f t e e n M i l l i o n 
Dollars ($: 5,000,000). 

SECTION 2.5 Amoant and Term. Unless Discharge has 
otherwise occurred pursuant to Section 2.13, the Production 
Payment nhall continue and remain i n f 11 force and e f f e c t 
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u n t i l the receipt and real izat ion by Grantee from PP Proceeds, 
f r e e and clear of al* ?roduction Expanses and other coat* 
whatsoever, of the aggregate sum of tbe amounts apecified xn 
the following aubsections (a) , (b), ( c ) , (d) ard (e) of th i* 
Sect ion 2.5: 

(a) The f u l l amount of the Primary Sum; plua 

(b) An amount egual to a l i amounts except pr inc ipal 
•f.hat would have accrued and b^cot>« owing unde he terms of 
the Notes or under the terms o r fact ions l . l t f i 11. 2.01 
anJ 2.02 of the Credit Agreement (without any duplication), 
i f & icb -.mounts were computed ,n the basis c : tha 
elections, or deemed elections, made by Cvana r. uader 
Section 2.0 hereof and further assuming fer pi -p< ses of 
calcuiati~.> that ( i ) the CreSiw Agreement has. . been 
terniiwa: . 1 or modified or anerded in any respec . (unless 
with the consent of Grant-?*-) and (x i ) no default has 
occurred under the Notes th« ;r*»dit Agreement or any 
instrument securing the Note* • whether or not the Credit 
Agreement ir. s t i l l xn effect . any such default haa 
actual ly occurred); plus 

(c) Ar. amount equal to a l l Taxes to the extent paid 
by Grantee' should Grantor f a i l t . pay the same aa provided 

;.n Section 4.3, together with an additional amount equal to 
interest on the amount so paid computed at the Base Rate 
from the date cf payment of such Taxes by Grantee u n t i l 
reimbursed or added to tiie Primary Sum; plua 

(d) An amount equal to the aggregate of a l l 
out-of-pockec expenses (without any duplication and 
excluding pvincipal and interest) paid or incurred by 
Grantee (together with an amount equal to intereat cr. the 
amount so paid computed at the Base Rate from the date of 
payment thereof u n t i l reimbursed or added to the Primary 
Sum) which a ? related to ( i ) the acquis i t ion, ownership, 
mortgaging, transfer or termination ef the Production 
P *yxaent or the borrowing of money tv. pay the purchase price 
therefor (including but not limited tc ,«coi. ' . 4 ng fees, fees 
and expenses of tht* Independent Engineers, f »es and 
expenses cf independent accountants and of rounsel for 
Grantee or foi i t s lenders and a l l charges nd expanses of 
any trustee or lender under any mortgage or deed of trust 
securing such borrowing or any taxes on an/ lender by 
reason of any mortgage or deed of t rus t se-uring such 
borrowing*, or ( i i ) any l i t igat ion , contest, release or 
discharge of any adverse claim or demand made or proceeding 
inst i tuted by any person affecting in any manner whatsoever 
the Production Payment or ?P Hydrocarbons or PP Proceeds; 
p l u s 
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(•) an amount equal to Six Thousand Five Hundred 
Dol lar• ($6,500) for each calendar quarter that the 
Product .on Payment i a outstanding; 

IT BEING THE INTENTION OF THE GRANTOR ANO THE GRANTEE 
IN ENTER I M C INTO THIS CONVEYANCE that .-.a Grantee ahall be 
•nt.-1 t i e d te receive and real ize out - f uhe PP Hydrocarbons and 
F ? Proceeds thc f u l l aggregate sum of rhe amounts lescribed in 
subsections ta), (b) and (e) of thia Section 2.5 free -.nd c lear 
o f a l l Production Expenses and Taxes (which shal l b.» borne by 
tha Grants'! ) and over and above a l l **s«jsr»ments, fees, expenses 
**nd costs of the cheracter and amount deacrlbed.. apecified or 
r t f e r r e i to in subsections (c) and (d) of th i s Section 2.5. 

SECTION 2 »'• Elect ions. The Credit Agreement 
provides for Grantee to give certain "Notices of Borrowing" and 
"Notices of Conversion" and to elect cer ta in "Intereat Periods" 
concurrently with the giving of auch notices. Grantee may also 
make c e r e , a other elections under the terms of the Credit 
Agreement which a f fec t the amounts payable thereunder and under 
the Notea. Sc long aa no Designated Event has occurred and i a 
continuing, Grantor .na. likewise from time to time, by giving 
n o t i c e to Grantee (which ahall not be e f fec t ive unt i l a copy 
thereof i s ra salved Ly Jankers Trust) make i t s own 
corresponding elect ions which shal l be used in the comput .tion 
C f tae amount referred to in subsection (b) of Section g. 
C r ' n t r - r ' a elections must be made in conformity with the terms 
<ni t or.dition* (including notice requirements) under which 
Granrtit i t entit led to mrke elections under the Credit 
Agrearnert (assuming that the Credit Agreement haa not been 
terminat d or modified cr amended in any iaspect, unless with 
the consent of Grantor, and trvf no default bar occurred 
thereunder, under the Notea, or under any imt.ument securing 
tha Notea). The f a i l u r e by Ctantor to make my auch election 
s h a l l have the same consegut ices as a corresponding fa i lure by 
Grantee to make an e lect ion iiwer t..o Jredi t ."gretment. and 
Grantor ahall be deemed to h .w elected auch con. ajuences. By 
i t s acceptance of t h i s Conveya SUM Grantee covenants co Grantor 
t h a t (s Grantee w i l l make i t s own elections under "he Credit 
Agreem.Mt in conformity with tae elections made by Grantor 
under t.. r» Section J . 6 , ao that Grantor'a obligations hereunder 
and Grants*'s ofcli '.cation* under the Credit Agreement and the 
Notes are determined by che same factors , and (h) upon request 
of Grancor, Grantea v i i i immediately exercise Grantee'a optica 
contained in Section 2.04 of the Credit Agreement in the amount 
requested by Grantor. 

SECTION 2.7 Application of P. Proc*.«dc. A l l PP 
Pro.-.eeds related to PP Hydrocarbona produced i r ur prior to a 
gi"::r» Application Period which ere aval..able for application to 
tha Production Payment. vot theretofore applied, and actually 
receiveo. by Grautcr (pu.-L'ien. to Section 3 . / ) up to the cloae 
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of bus ines- ou the l e s t day of the calender month preceding the 
r e l a t e d • i ication Date ahal l be p*id by ".rantor to Grantee on 
auch Ap. - cation Date. A l l PP Proc ied J related to PP 
Hydrocarbons produced i n or prior to i given Application Period 
which are available for application tc the Production Payment, 
not theretofore applied and actually received by Grantee up to 
tha c lo se of business on the related Application Date ahall be 
a p p l i e d to the Production Payment on auch Apn', ication Date. 
Such PP Procf ids sha l l be applied and ahal l be. deemed to have 
baan applied on each Application Date in the -following order: 

F i r s t , to the amoui. referred to in aubsection (b) 
of Section 2.5 determined us of auch Application Date; 

Second, to the amount!, i f any, referred to in 
subsections ( c ) , (d) and (e) of Sc . t ion 2.5 to the extent 
auch amounts are then ascertained and have not been 
discharged through prior applications; and 

Tnird, to the reduction of the unliquidated balance 
of the Primary Sum; 

provided, however, that i f PP Proceed* applied on any 
Appl i ca t ion Date ahal l be insuf f ic ient to cover the f u l l amount 
a p e c i f i e d in the foregoing Clauses ? i r s t and Second, the then 
unl iquidated balance of the Primary Sum s h a l l be increased 
f o r t h w i t h by the amount of auch def icier, ry and the amounts 
descr ibed in the foregoing Clauses F i r s t and Second ahall be 
reduced accordingly. In addition to the foregoing, Grantor 
s h a l l from time to time prepay any PP Proceeda which do not in 
tha aggregate exceed ar y then unpaid amounts referred to in 
subsect ion (b) of Seccion 2.5 relating to intereat which i s 
then due and payable under the Notea or the Credit Agreement 
wi th respect tc "Fixed Rate Loana" thereunder, and at the tim-t 
of such paytrenw. Grante" s h a l l apply auch then unpaid amounts to 
the Production Payr.cn*. A l l PP Proceeds payable to Grantee 
hereunder eitell be p r i d by transferring the same in immediately 
a v » i l « b i e fundu co franCee's account with Bankers Trust at thu 
o f f i c e of £viK«.*a Trust located at One Bankers Trust Plaza, 'lew 
vork. New Yo x, (or such other account as Grantee, with the 
s*ritten cor.a«rt of Banker a Tr .st, ahall from time to timo 
a«tr.*gnats in writing delivered to Grantor) and no auch amounts 
s h a l l be applied or deimed applied to the Production Payment 
m t i l auch funds are served by Bankers Trust ( i r another 

proper ly designated bank) for the account of Gra.-tee. 

SECT * Oil 2.8 Exclusions from PP Hydrocarbona. For 
the purposes of th* Production Payment, the following rha l l be 
a p p l i c a b l e : 
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( i) Tr- Product ion Payment a h a l l not be dischargeable 
o u t ojf any Products r e s u l t i n g from any manufacturing, 
processing o- r e f i n i n g operation except to the ext m t o f 
t h a t por t ion of such producta whose value represent * the 
f a i r market value i n the f i e l d of the PP Hydiocarboi.s used 
i n the making of such products, but s h a l l oe dischargeable 
o u t of Subject Hydrocarbons recovered by conventional 
mechanical separators; 

lb) There s h a l l not be included i n PP Hydrocarbons 
any Hydrocarbon a unavoidably l o s t i r the production thereof 
o r used by Grantor i n conformity w i t h good f i e l d prac t ices 
f o r d r i l l i n g and p roduc t ion operations ( i n c l u d i n g gas 
i n j e c t i o n , f u e l , secondary recovery, pressure maintenance, 
repressuring or c y c l i n g operations) conducted f o r the 
purpc *e of producing Subject Hydrocarbons, but only so long 
as such Hydrocarbons are so used. 

SECTICN 2 9 Repurchase, (a) Grantor sha l l have the 
r i g h t and option, exerc i sab le upon three Business Daya' advance 
w r i t t e n notice tc Grantee, to repurchaae the Production Payment 
i n f u l l by paying to Gran t e . f i n the manner contemplated by the 
l a s t : sentence of Sect ion 2 .7 ) an amount equal to the 
u n l i q u i d a t e d balance o f tho Production Payment as of the date 
o f repurchase, as determined under Section 2 .5 , plus any other 
a r o u n t s which Grantee as e n t i t l e d to receive hereunder. Upon 
r e c e i p t by liranttie o i i l l such amounts the Production Payment 
s h » . i i r eve r t and be a oma t i ca l l y reconveyed to Grantor and a l l 
r i g h ' . a and remedies o£ Grantee hereunder s h a l l thereupon cease 
t o be exercisable and te rminate , and Grantor s h a l l be released 
f r o m any ob l iga t ion t o make the Second Conveyance ( i f not 
p r e v i o u s l y made) and Grantee sha l l be released from any 
o b l i g a t i o n to pay the purchase pr ice described i n Section 2 .4 . 
A t G r a n t o r ' s request and expense Grantee s h a l l execute and 
d e l i v e r to Grantor an appropria te instrument evidencing such 
r e v e r s i o n and reconveyance. 

(b) Grantor s h a l l have the r i g h t and j p t i o n from time 
t o t i m e to repurchase the Production daymen-.*, i n par t by paying 
t o Grantee ( i n the manner contemplated by the l a s t sentence o f 
S e c t i o n 2.7) an appropr ia te por t ion of the un l iqu ida ted balance 
o f t h a Production Payment as of the date o f repurchase. Prio.r 
t o e x e r c i s i n g such r i g h t Grantor sha l l t p e c i f y to Grantee the 
p a r t i c u l a r Subjecc I n t e r e s t s burdened h i t h a t pa r t of the 
P r o d u c t i o n Payment, which Grantor wis*-.as to repurchase. Upon 
r e c e i p t of such not ice Grantee sha l l cause the Engineers to 
r e v i s e t h e i r then most recent ca l ru ia t i cn? under Section 2.10, 
e x c l u d i n g from cons ide ra t ion the 5uL;;*<- .. I m p r e s t s spec i f i ed by 
G r a n t o r , i n order to determine what r educ t ion i n the Primary 
Sum i s necessary to a l l c w the De ~atad Percentage to remain 
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s u b s t a n t i a l l y unchanged (or to be changed to a percentage 
s p e c i f i e d by Grantor) and what corresponding changes must be 
made co the Amor t i za t i on Schedule i f the Primary Sum i s so 
reduced. Such de terminat ions sha l l be made i n compliance w i t h , 
and sha l l be deemed t o be a redeterminat ion pursuant t o . 
Sec t i on 2.10, except V t t ( i ) i n making such redetermination, 
(A) the Grantor may e l e c t f o r the l a s t r epor t prepared by the 
Independent Engineers pursuant to Section 2.10 to be used 
(provided such r e p o r t i s made as of a date not more than twelve 
months pr io r to the date of Grantor 's request under Section 
2 . 9 ) und (B) the Engineers may e lec t to use t h e i r current p r i c e 
aesump .ions, and ( i i ) the Dedicated Percentage and changes to 
t h e Amortization Schedule w i l l not become e f f e c t i v e under 
Sec t ion 2.10 unless Grantor exercises i t s op t icn to repurchase 
such por t ion of the Product ion Payment. Grantee sha l l n o t i f y 
Grantor of such r ev i s ed ca lcu la t ions and o f the amount of such 
r educ t ion in the Primary Sum, and by paying such amount and a 
propor t ionate share o f the then accrued amounts spec i f i ed i n 
subsections (b ) , ( c ) , and (d) of Section 2.5 before the next 
o c c u r r i n g A p p l i c a t i o n Date, Grantor may at i t s opt ion 
repurchase that p o r t i o n f the Production Payment which burdens 
t h e Subject I n t e r e s t s s p e c i f i e d by ^ ran to r . Jpon rece ip t by 
Grantee of a l l auch amounts such p o r t i o n o f the Production 
Payment shall r e v e r t and be au tomat ica l ly reconveyed to Grantor 
and a l l r ights and remedies of Grantee hereunder w i t h respect 
t o such Subject I n t e r e s t s or such p o r t i o n of the Production 
Payment shall thereupon cease to be exercisable and terminate . 
A t Grantor's request and expense Grantee s h a l l execute and 
d e l i v e r to Grantor an appropriate instrument evidencing such 
revers ion and reconveyance. 

SECTION 2.10 Revisions of Amor t iza t ion Schedule and 
Dedicated Percentage. At any time p r i o r to January 1, 1990, 
and as long as the u n l i q u i d a t e d balance o f the Primary Sum i a 
g rea t e r than or equal t o $50,000,000 Grantee s h a l l , from time 
t o t ime upon the request of Grantor but no more f requen t ly than 
once every six months, cause the Engineers to ca lcula te as o f 
t ha Determination Date spec i f i ed by Grantor i n such request 
(such ca lcu la t ion t o be basad upon the eva lua t ion of the Proven 
Reserves of Hydrocarbons actr ibut- .ole to the Subject In te res t s 
aa spec i f ied i n the l a t e s t r e ^ v t provided by the Independent 
Engineers) the es t imated f u t u r e Gross Proceeds expected to 
accrue tc the Subject In te res t s from the sale of auch Proven 
Reserves of Hydrocarbons produced ( i ) over the remaining 
expected economic l i v e s of the Subject In te res t s from and a f t e r 
auch Determination Data and ( i i ) dur ing each twelve-month 
p e r i o d beginning on such Determination Date or on any of the 
f o l l o w i n g annual anniversar ies of such Determination Date, and 
f u r t h e r to ca lcu la te each of the f o l l o w i n g two percentages: 
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(a) The smal les t percentage which, when m u l t i p l i e d by 
the Gross Proceeds so expected "o accrue from product ion 
dur ing each such twelve-month per iod (excluding, i f 
requested by Grantor as provided below, the grace per iod 
beginning on such Determination Date) , w i l l y i e l d amounts 
which i f applied to the Production Payment w i l l be 
s u f f i c i e n t to f u l l y l i q u i d a t e and discharge the Production 
Payment by December 31 , 1993, and 

(b) The percentage which, when m u l t i p l i e d by the 
Gross Proceeds so expected to accrue from production a f t e r 
such Determination Date (excluding, i f requested by Grantor 
as provided below, the grace per iod beginning on such 
Determination Date) , w i l l y i e l d amounts which have an 
aggregate present wor th when discounted at the Annual 
Discount Rate equal to the product o f the Coverage Ratio 
and the un l iqu ida ted balance of the Production Payment as 
o f such Detarmination Date. 

The Engineers s h a l l also ca l cu la t e ( i ) a new Dedicated 
Percentage, which s h a l l be equal to n ine ty - th ree percent o f the 
h i g h e r of the two percentages ca lcula ted i n accordance w i t h 
paragraphs (a) and (b) above, rounded o f f at the nearest 1/10 
o f 1%, and ( i i ) a new Amort iza t ion Schedule f o r which each 
A p p l i c a t i o n Period's Scheduled Amort iza t ion s h a l l be equal to 
t w e n t y - f i v e percent (25%) of the appropriate twelve-month 
p e r i o d ' s projected Gross Proceeds m u l t i p l i e d by a percentage 
equa l to the higher o f the two percentages ca lcula ted i n 
accordance with paragraphs (a) and (b) above, rounded o f f at 
t ha nearest 1/10 of 1% i f the ca lcu la ted percentage contains 
more than one d i g i t f o l l o w i n g the decimal p o i n t . I f any such 
twelve-month Period contains App l i ca t ion Periods w i t h 
A p p l i c a t i o n Dates which have already occurred, the amount o f 
t he Scheduled Amor t iza t ion f o r each remaining Appl i ca t ion 
P e r i o d shal l be app rop r i a t e ly adjusted so tha t each remaining 
A p p l i c a t i o n Period's Scheduled Amort iza t ion i s equal and each 
payment of ?P Proceeds already made i s taken in to account. I f 
Gran to r has requested tha t the percentages described i n 
paragraphs (a) and (b) above be determined w i t h a grace pe r iod 
o f up to twelve months beginning on such Determination Date 
b e i n g excluded from cons idera t ion , such new Amort izat ion 
Schedule shall not provide f o r any a p p l i c a t i o n to the Primary 
Sum of PP Proceeds a t t r i b u t a b l e to such grace period and 5uch 
new Dedicated Percentage which sha i l be i n e f f e c t f o r suuh 
grace period sha l l be equal to n ine ty - th ree percent of the 
s m a l l e s t percentage which, when m u l t i p l i e d by the Gross 
Proceeds expected to accrue to the Subject In te res t s from the 
s a l e of Proven Reserves of Hydrocarbons produced from (or 
o therwise a t t r i b u t a b l e t o ) the Subject In t e r e s t s during such 
grace period, w i l l y i e l d amounts which i f appl ied to the 
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Production Payment w i l l be s u f f i c i e n t to pay the amounts 
expected to accrue dur ing auch grace pe r iod under subsections 
( b ) , ( c ) , (d) and (e) of Section 2 .5 . 

Grantor s h a l l make ava i lab le to the Engineers not 
.* a t e r than ten days a f t e r each request by Grantor under t h i s 
Sec t ion 2.10 a r e p o r t of the Independent Engineers made as o f 
t h e related Determinat ion Date, s a t i s f a c t o r y i n form and 
substance to Bankers Trust and con ta in ing a l l in fo rmat ion which 
t h e Engineera reasonably deem necessary i n order to make the 
above ca lcu la t ions ; provided, however, t ha t i n the event a 
redeterminat ion i s requested r y Grantor pursuant to t h i s 
Sac t ion 2.10 p r i o r t o A p r i l 1, 1984, the Grantor may e l ec t to 
f u r n i s h a repor t o f the Independent Engineers which (a) i a 
based on the l a s t engineering study and analysis made by the 
Independent Engineers w i t h respect to the Subject In te res t s 
descr ibed i n Annex A (and not a new or supplemental s tudy) , (b) 
i s based on a new or supplemental engineering study and 
ana lys i s made by the Engineers w i t h respect to the Subject 
I n t e r e s t s described i n Annex B and (c) i s based on the current 
p r i c e assumptions fu rn i shed by the Engineers. In mating the 
ca l cu l a t i ons descr ibed i n t h i s Section 2.10, the Encineers 
a h a l l exercise i n good f a i t h t h e i r p ro fe s s iona l judgment i n 
accordance w i t h c u r r e n t prudent standards i n the profess ion 
and, wi th respect t o matters f o r which there are no such 
c u r r e n t prudent standards, the then cur ren t standards used by 
Bankers Trust i n eva lua t ing i t s major energy c r e d i t s . 

Following completion of such ca l cu la t ions and w i t h i n 
t w e n t y - f i v e days a f t e r Grantor ha3 provided the repor t of the 
Independent Engineers required under t h i s Section 2.10, the 
Engineers sha l l n o t i f y Grantor and Grantee of the Dedicated 
Percentage and Amor t i za t ion Schedule as so ca lcula ted , and 
Grantor shal l then have the opt ion to e l e c t whether or not to 
s u b s t i t u t e such Dedicated Percentage and Amort izat ion Schedule 
f o r the Dedicated Percentage and Amor t i za t ion Schedule then i n 
e f f e c t . Grantor must make such e l e c t i o n by sending w r i t t e n 
n o t i c e to Grantee, w i t h a copy to Bankers Trust , w i t h i n t h i r t y 
days a f t e r r ece iv ing such notice fron. the Engineers, and i f 
Grantor f a i l s to send such notice the Dedicated Percentage and 
Amor t iza t ion Schedule sha i l not change. I f , however, Grantor 
e l e c t s to subs t i t u t e the Dedicated Percentage and Amort iza t ion 
Schedule which the Engineers have so ca lcu la ted , such 
s u b s t i t u t e d Dedicated Percentage and Amort iza t ion Schedule 
s h a l l be e f f e c t i v e f o r the f i r s t A p p l i c a t i o n Date occurr ing 
a f t e r Grantor's n o t i c e of e l ec t i on i s sent and received. At 
Gran to r ' s request Grantee w i l l cause the Engineers to review 
and discuss w i t h Gran tor ' s representat ives the bases, economic 
assumptions and other f ac to r s taken i n t o considerat ion i n 
making the above ca l cu l a t i ons and any evaluat ions upon which 
t h e above c a l c u l a t i o n s are based. 
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Notwithstanding the foregoing, any Dedicated Percentage and 
A m o r t i z a t i o n Schedule as so ca lcula ted s h a l l not become 
e f f e c t i v e unless Grantee consents there to i n w r i t i n g . 

SECTION 2 .11 Addit ions to Scheduled Amort iza t ion . 
I n t h e event tha t the PP Proceeds f o r any Appl i ca t ion Period 
a re n o t s u f f i c i e n t t o reduce tha Primary Sum by the Scheduled 
.Amort iza t ion f o r such Appl i ca t ion Per iod, such d e f i c i t 
( i n c l u d i n g amounts r e f e r r e d to i n Clauses F i r s t and Second of 
S e c t i o n 2.7) w i l l be added to the Scheduled Amort izat ion f o r 
t h e next App l i ca t ion Fer iod and the Amor t iza t ion Schedule s h a l l 
be considered to be so adjusted. 

SECTION 2.12 Withholding and R e s t i t u t i o n of PP 
Hvdrocarbons. I f any o f the proceeds o f PP Hydrocarbons s h a l l 
be w i thhe ld f o r any reason whatsoever, then Grantee s h a l l not 
be deemed to have received or r ea l i z ed any such PP 
Hydrocarbons. I f a t any time whatsoever e i t he r before or a f t e r 
t h e rece ip t of the f u l l aggregate sum of the Production Payment 
s p e c i f i e d i n Section 2.5 Grantee s h a l l be l e g a l l y compelled f o r 
any reason whatsoever to make any payment or r e s t i t u t i o n on 
account of any PP Proceeds the re to fore received by Grantee, 
t h e n at the time any such payment or r e s t i t u t i o n i s made the 
u n l i q u i d a t e d .oalance o f the Primary Sum s h a l l be increased by 
an amount equal to such pryment or r e s t i t u t i o n (plus a l l 
amounts which Grantee s h a l l be compelled to pay i n the nature 
o f i n t e r e s t , damages and pena l t i e s ) ; provided, however, t ha t i f 
Grantee i s required to make any such payment or r e s t i t u t i o n 
a f t e r Discharge Grantor sha l l f o r t h w i t h make such payment or 
r e s t i t u t i o n i n f u l l and sha l l hold Grantee harmless on account 
t h e r e o f . 

SECTION 2.13 Discharge. When the f u l l aggregate sum 
o f t he amounts s p e c i f i e d i n subsections ( a ) , (b ) , ( c ) , (d) and 
( e ) o f Section 2.5 ( i n c l u d i n g a l l increases i n the Primary Sum 
p r o v i d e d fo r i n Sections 2.7, 2.12 and 3 . 4 ) , together w i t h a l l 
r e s t i t u t i o n s and payments required by Section 5 . 1 , has been 
r e c e i v e d by Grantee as aforesaid, or when a l l of the Leases 
have been terminated or Grantor has surrendered or abandoned to 
t h e United States o f America a l l o f the Leases or a l l of the 
S u b j e c t Interests a f t e r the good f a i t h determination by Grantor 
tha t , a l l Commercially Recoverable Hydrocarbons have been 
produced therefrom, the Production Payment sha l l be f u l l y 
d ischarged and s h a l l terminate, and i n t h a t event Grantee s h a l l 
execute and d e l i v e r t o Grantor at Gran tor ' s request and expense 
an appropriate acqui t tance and release. U n t i l such acquittance 
and release has been duly f i l e d i n the same public records as 
t h i s Conveyance i s f i l e d , a l l t h i r d p a r t i e s who do not have 
a c t u a l knowledge to the contrary can assume f o r a l l purposes 
t h a t the Production Payment i s i n existence and Discharge has 
n o t occurred. 
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ARTICLE THIRD 
DISPOSITION OF SUBJECT HYDROCARBONS 

SECTION 3 .1 Marketing of PP Hydrocarbons. Subject 
t o t h e r igh t s of Grantee i n Section 3.3 and to the r i g h t s o f 
G r a n t o r i n Saction 3 .4 , Grantor s h a l l market the PP 
Hydrocarbons on beha l f and f o r the account of Grantee on the 
same basis as Grantor markets i t s share o f the Subject 
Hydrocarbons, w i t h f u l l r i g h t , power and a u t h o r i t y to enter 
i n t o contracts and agreements f o r the sale of a l l Subject 
Hydrocarbons wi thout any jo inder by Grantee the re in ; provided, 
however, that i n the event Grantor s h a l l s e l l or otherwise 
d i s p o s e of any PP Hydrocarbons to i t s e l f or any of i t s 
A f f i l i a t e s , the sales p r i c e received t h e r e f o r s h a l l not be less 
t h a n the Market Value thereof and the sale or d i s p o s i t i o n s h a l l 
be on other normal and customary terms. 

SECTION 3.2 Payment of PP Proceeds. To f a c i l i t a t e 
accoun t ing fo r the PP Proceeds and subjec t to the f u r t h e r 
p r o v i s i o n s of t h i s Sec t ion 3.2, and u n t i l r ece ip t o f w r i t t e n 
n o t i c e from Grantee t o the contrary a f t e r the occurrence and 
d u r i n g the continuance o f a Designated Event, the proceeds of 
t h e sa le of a l l Subject Hydrocarbons s h a l l be paid by the 
purchasers thereof or the persons ob l iga t ed to make payment 
t h e r e f o r to Grantor; provided, however, t h a t a l l PP Proceeds 
o h a l l be held f o r the account of Grantee and sha l l be paid over 
t o Grantee by Grantor on each App l i ca t i on Date i n such manner 
and i n such form ( a f t e r allowance of time f o r normal accounting 
procedures) aa w i l l enable Grantee to apply such PP Proceeds to 
t h a Production Payment as provided i n Section 2 .7 . 

SECTION 3.3 Taking i n Kind. A f t e r the occurrence 
and du r ing the continuance of a Designated Event, Grantee s h a i l 
be e n t i t l e d at i t s e l e c t i o n to take i n k i n d a l l or any pa r t o f 
t h e PP Hydrocarbons, sub jec t , however, to the r i g h t s of the 
purchasers under any then e x i s t i n g Production Sales Contracts; 
p r o v i d e d , however, t h a t each such no t i ce s h a l l spec i fy which PP 
Hydrocarbons covered by such notice are t o be taken, and s h a l l 
s p e c i f y the date o f commencement of the t ak ing by Grantee 
( w h i c h shal l be the f i r s t day of a calendar month), and each 
t a k i n g shal l be f o r the per iod spec i f i ed i n such no t i ce . I n 
such event Grantee s h a l l market such PP Hydrocarbons at a sales 
p r i c e which sha l l not be less than the Market Value thereof or , 
i n t he case of sales pursuant to Production Sales Contracts, a t 
t h e cont rac t pr ices receivable thereunder, and the Production 
Payment shal l be c r e d i t e d w i t h the proceeds of any such sale i n 
t h e same manner and t o the same extent hereunder as i f there 
had been no taking by Grantee. 
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SECTION 3 . 4 Governmental R e g u l a t i o n s . A l l 
o b l i g a t i o n s o f G r a n t o r hereunder w i t h r e s p e c t t o any S u b j e c t 
Hydrocarbons then s u b j e c t t o t he j u r i s d i c t i o n o f t he Fede ra l 
E n e r g y Regula to ry Commiss ion o r any successor c r s u b s t i t u t e 
f e d e r a l agency e x e r c i s i n g s i m i l a r j u r i s d i c t i o n ( t h e "FERC") o r 
s u b j e c t t o the c o n t r o l o f any o t h e r f e d e r a l o r s t a t e agency o r 
s t a t u t e s h a l l be s u b j e c t t o compl iance by G r a n t o r w i t h a l l 
a p p l i c a b l e r u l e s and regula t ions? o f t h e FERC, any such o t h e r 
a g e n c i e s and any such a p p l i c a b l e s t a t u t e s and the r u l e s and 
r e g u l a t i o n s p r o m u l g a t e d t he r eunde r . Rates r e q u i r e d t o be p a i d 
u n d e r any r u l e s and r e g u l a t i o n s o f t h e FERC, o r under any 
a p p l i c a b l e s t a t u t e s , r u l e s or r e g u l a t i o n s , f o r any PP 
Hydrocarbons then l a w f u l l y s u b j e c t c h e r e t o s h a l l be deemed t o 
c o n t r o l i f v a r y i n g f r o m p r i c e s o r t e rms e s t a b l i s h e d i n 
P r o d u c t i o n Sales C o n t r a c t s ; p r o v i d e d , however, t h a t i f , p r i o r 
t o o r a f t e r r e c e i p t b y Grantee o u t o f Gross Froceeds o f PP 
Hydrocarbons o f t h e f u l l aggregate sum o f t he amounts s p e c i f i e d 
i n S e c t i o n 2 .5 , a r e f u n d i s r e q u i r e d t o be made by Grantee w i t h 
r e s p e c t to any amounts t h e r e t o f o r e r e c e i v e d by Grantee w h i c h 
a r e a t t r i b u t a b l e t o PP Hydrocarbons , t he P r imary Sum s h a l l , a t 
t h e da te o f such r e f u n d by Grantee, be i n c r e a s e d i n an amount 
e q u a l t o such r e f u n d , p l u s a l l amounts w h i c h Grantee s h a l l be 
c o m p e l l e d t o pay i n t h e n a t u r e o f i n t e r e s t , p e n a l t i e s o r 
damages (unless p a i d by G r a n t o r ) ; p r o v i d e d , however, t h a t i f 
G r a n t e e i s r e q u i r e d t o make any such payment o r r e s t i t u t i o n 
a f t e r Discharge G r a n t o r s h a l l f o r t h w i t h make such payment o r 
r e s t i t u t i o n i n f u l l and s h a l l h o l d Grantee harmless on account 
t h e r e o f . Gran tor s h a l l make a l l r e q u i r e d f i l i n g s w i t h t he FERC 
and any o ther s t a t e o r f e d e r a l agency w i t h r e spec t t o 
P r o d u c t i o n Sales C o n t r a c t s a f f e c t i n g any such PP Hydrocarbons . 

ARTICLE FOURTH 
COVENANTS OF GRANTOR 

SECTION 4 . 1 Development and O p e r a t i o n o f S u b j e c t 
I n t e r e s t s . U n t i l D i s c h a r g e - -

(a) G r a n t o r , w i t h o u t c o s t t o Grantee and i r r e s p e c t i v e 
o f who may be t h e o p e r a t o r s o f t h e S u b j e c t I n t e r e s t s , w i l l 
cause, to t h e e x t e n t i t possesses the l e g a l r i g h t t o cause 
the ope ra to r s o f t h e Leases t o do so, t he f o l l o w i n g t o be 
done ano p e r f o r m e d i..out o n l y i f i n compl iance w i t h t he 
reasonable p r u d e n t o p e r a t o r s t a n d a r d o f the o i l and gas 
i n d u s t r y i n t l i e G u l f o f Mexico and i n compl iance w i t h a l l 
a p p l i c a b l e l a w s , o r d e r s , r u l e s and r e g u l a t i o n s ) : 

( 1 ) The S u b j e c t I n t e r e s t s s h a l l be p r o t e c t e d ( i ) 
f rom d r a i n a g e by the d r i l l i n g o f s u b s t i t u t e w e l l s f r o m 
t ime t o t i m e t o r e p l a c e any w e l l s damaged o r d e s t r o y e d 
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or which cease to produce f o r any reason whatsoever 
other than exhaustion of the producing horizons 
penetrated by the wells so to be replaced, and ( i i ) 
through the d r i l l i n g of a d d i t i o n a l wells t̂ > conform to 
changed spacing regulations or to s a t i s f y o f f s e t 
requirements, whenever and as often as necessary; 
provided, however, that Grantor s h a l l have no 
o b l i g a t i o n to Grantee to d r i l l a d d i t i o n a l wells so 
long as at a l i times p r i o r to Discharge there are 
s u f f i c i e n t wells on the Subject Interests to recover 
and produce through such e x i s t i n g wells ( i ) s u f f i c i e n t 
PP Hydrocarbon.3 to achieve Discharge by December 31, 
1993 and ( i i ) during the remaining economic l i v e s of 
the Subject Interests, Subject Hydrocarbons with a 
Present Worth of Future Gross Proceeds equal to at 
least the product of the unliquidated balance of the 
Production Payment and the Coverage Ratio (as i n 
e f f e c t on the Determination Date used i n connection 
with the current Amortization Schedule adopted 
pursuant to Section 2.10 or, i f none, as i n e f f e c t on 
the date hereof), but f u r t h e r provided that Grantor 
shall never be required to d r i l l an a d d i t i o n a l well i f 
such a d d i t i o n a l well can not reasonably be expected to 
pay out and thereafter produce Hydrocarbons i n Paying 
Quantities; 

(2) A l l equipment, machinery and f a c i l i t i e s 
( i n c l u d i n g surface and subsurface equipment) s h a l l be 
provided and i n s t a l l e d as may from time to time be 
needed ( i ) to equip a l l wells producing Subject 
Hydrocarl c:-s; ( i i ) to handle, t r e a t anc process a l l 
Subject *ly irocarbons as produced so as to put them i n 

•narketable and transportable condition; ( i i i ) to 
leet a l l such producing wells to pipelines of 
'cien t capacity to receive and transport the 
i t i e s of Subject Hydrocarbons which the Subject 

r e s t s are expected to produce under subheading (3) 
»w; or ( i v ) to produce, operate and maintain the 

Subject I n t e r e s t s , including but not l i m i t e d to 
p omptly replacing any d r i l l i n g or production platform 
or other needed item of equipment or f a c i l i t i e s which 
may be destroyed or damaged beyond repair (provided 
that Grantor s h a l l never be required to replace any 
d r i l l i n g or production platform i f any wells to be 
d r i l l e d or operated therefrom cannot reasonably be 
expected to pay for the cost of such replacement, less 
the proceeds of any applicable insurance, and a l l 
associated costs and t h e r e a f t e r produce Hydrocarbons 
i n Paying Quantities); and a l l eguipment and machinery 
located upon or used i n connection with the Subject 
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Inte. -s s h a l l be kept and main-ained i n good and 
e f f i c i e n t operating c o n d i t i o n and a l l repairs, 
renewals, replacements, additions and improvements 
thereof needful to s"ch end s h a l l be promptly made; 
and 

(3) The Sui ;ect I n t e r e s t s s h a l l be maintained 
and continuously -perated f o r the production of 
Hydrocarbons, and a l l things s h a l l be done and 
performed as may be required to maintain and protect 
the productive capacity of the Subject Interests and 
each w e l l thereon to the end t h a t each well capable of 
producing Subject Hydrocarbons i n Paying Quantities 
w i l l produce and continue to produce Subject 
Hydrocarbons at i t s maximum e f f i c i e n t rate of 
production -r to the extent of i t s legal allowable, 
and whenever and as often as prudent to maintain such 
productive capacity, wells s h a l l be repaired, 
reworked, cleaned out, reconditioned or recompleted. 

(b) I f Grantor i s rendered unable by Force Majeure, 
or a claim of Force Majeure by the operator of any of the 
Subject I n t e r e s t s (which claim Grantor s h a l l contest, i f a 
reasonable non-operator would do so), to perform the 
obligations set out i n t h i s Section 4.1, Grantor s h a l l give 
prompt w r i t t e n notice to Grantee and thereupon such 
obligations of Grantor so f a r as they are affected by such 
Force Majeure (to the extent such o b l i g a t i o n s are not 
payment ob l i g a t i o n s ) shall be suspended during, but no 
longer than, the continuance of such Force Majeure, during 
which time Grantor, to the extent t h a t i t s i n t e r e s t s under 
the Leases and any related operating agreements allow i t to 
leg a l l y do so, sh a l l proceed w i t h dispatch and with 
reasonable diligence to commence or resume production of 
Hydrocarbons. 

SECTION 4.2 Maintenance of Leases. U r f t i l Discharge 
and irrespective of who may be the operators of the Subject 
Interests, Grantor w i l l , to the extent i t possesses the legal 
r i g h t to cause the operators of the Leases to do so, (a) cause 
a l l necessary things to be done to maintain i n f u l l force and 
e f f e c t , free of any r i g h t of c a n c e l l a t i o n , f o r f e i t u r e or 
termination, the Leases and a l l permits, licenses, easements, 
servitudes and other r i g h t s necessary or useful i n connection 
with the development, equipping, operation or maintenance of 
the Subject I n t e r e s t s or the producing, gathering, handling, 
t r e a t i n g , processing, storing, t r a n s p o r t i n g or marketing of 
Subject Hydrocarbons, and (b) cause a l l r e n t a l s , r o y a l t i e s and 
other payments due thereunder or w i t h respect thereto to be 
f u l l y , timely and properiy paid and a l l provisions thereof to 
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be duly observed end e l l obligations which may becrme 
performable thereunder or with respect thereto to be dvly and 
properly pertormed. 

SECTION 4.3 Encunbrancaa, "axes and Other Coizs. 
U n t i l Discharge and i r r » * tive of who may be *"he oper-tnro of 
the Subject Interests . • antor w i l l cause the following to be 
done and performed without cost to Grantee: 

(a) A l l cc**-*, expenses and l i a b i l i t i e s of iver} kind 
and nature incurred in connection with the Subject 
Interests or a r i s i n g out of the development, equipping, 
operation, or maintenance thereof or the producing, 
gathering, handling, treating, proceaaing, storing, 
transporting or marketing of Subjer Hydrocarbons shal l be 
paid punctually when due, or aa to .'.ny ^nereof which are 
being contested in good faith, promptly after tUe f i n a l 
determination of such contest; 

(b) A l l Taxes shall be rendered, reported and paid 
punctually before the same become delinquent, cr as to any 
thereof which are being contested in good fai th , promptly 
a f ter the f i n a l determination of auch contest, together 
with any interest and penalties payable in connection 
therewith. 

(c) Grantor'a intereat in the Subject Intereats and 
the Subject Hydrocarbons shall be kept free and clear of 
a l l liana, chargee or encumbrances of every character, 
other than — 

(1) taxes constituting a l i en but not delinquent; 

(2) operators' l iens, and mechanics' and 
materiaimen'a liena arising by operation of law, to 
the extent a l l such liens secure current amounts 
payable for Production Expense* which are not peat due 
or which are being conteated in *ood faith; 

(3) Production Salea Contracts and operating 
agreements entered into in the ordinary courae of 
business; 

(4) the Production Payment; 

(5) easements or servitudes which do not 
Interfere witli operationa on the Leaaea; and 

(6) those consented to in writing by Grantee. 
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SECTION 4.4 Advtrn Claims, Access and Insurance. 
Urt . i l Discharge — 

(a) Grantor wi l l causa written notice to be given to 
Grantee of every adverse claim or demand made by any person 
. f fee ting the Subject Interests or the Subject Hydrocarbons 
i i any manner whatsoever, or of any proceedings instituted 
with respect thereto; and will cause a l l necessary and 
proper steps to be diligently taken to protect and defend 
the Subjsct Intereats and the Subject Hydrocarbona against 
any such adverse claim or demand, including but not limited 
to the employment of counael for the prosecution or defense 
of litigation and the contest, release or discharge of any 
such claim or demand, a l l without expense to Grantee; 

(b) Grantor wi l l afford and permit, to the extent 
Grantor i tself haa such rights, any one or more 
repressntatives designated by Grantee at a l l reasonable 
times to have access to the Subject Interests and to 
inapect or observe a l l or any fac i l i t ies or operations 
thereon and any and a l l books and recorda of Grantor with 
respect thereto or to the Subject Hydrocarbons, subject to 
Grantee and i t s representatives recognizing and respecting 
the confidentiality of such information; 

(c) Orantor shall, to the extent of its legal power 
to do so, cause each operator of the Subject Intereata to 
carry insurance with respect to the Subject Interests and 
a l l operations in connection therewith ln auch amounts and 
against such hazards as a reasonable prudent operator would 
carry, and unless Grantee shall otherwise agree in writing 
cause al l proceede of such insurance to be uaed to replace, 
restore, repair or otherwise remedy and rectify any loss, 
damage or l i a b i l i t y ao insursd agalnat; and 

(d) Grantor wi l l take a l l necessary and proper atepa 
to diligently enforce its rights and remediea under the 
Subleases snd the Joint Operating Agreement, a l l without 
expense to Grantee. 

SECTION 4.5 Negative Covenanta of Grantor. Except as 
expreaaly permitted by the provisions of this instrument or 
except as required by any statute, regulation, rule, order or 
request (if the fai lure to comply with such request could have 
a material adveree effect upon Grantor or any of i ts 
Af f i l ia tes ) of any federal, state or local governmental 
authority, until Diecharge Grantor wil l not, without the 
conssnt in writing of Grantee: 
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(a) To the e x t e n t such may be p r e j u d i c i a l t o t he 
i n t e r e s t o f Gran tee , amend or m o d i f y any o f the Leases o r 
a n y o f the o p e r a t i n g agreements o r o t h e r i n s t r u m e n t s 
d e s c r i b e d i n Annex A and Annex B o r wa ive any r i g h t s o r 
r e m e d i e s the reunder ( e x c e p t the J o i n t O p e r a t i n g Agreement 
a n d t he Subleases, w h i c h i n s t r u m e n t s can be ' a i v e d , amended 
o r m o d i f i e d o n l y i n accordance w i t h t h e t&rms o f t he J o i n t 
O p e r a t i n g Agree - i en t ) ; o t 

(b) Make any s a l e , conveyance, ass ignment , l ease , 
s u b l e a s e or mortgage o f any Sub jec t I n t e r e s t s o r S u b j e c t 
Hydroca rbons , o r r e l e a s e , su r rende r , c a n c e l o r abandon, i n 
w h o l e or i n p a r t any o f t he Leases; 

e x c e p t t h a t : ( i ) G r a n t o r may re lease o r abandon any Lease o r 
S u b j e c t I n t e r e s t t h a t has produced Hydrocarbons i f no w e l l 
c a p a b l e o f p roduc ing Hydroca rbons i n Pay ing Q u a n t i t i e s a f t e r 
p a y o u t i s then l o c a t e d o r c o u l d be d r i l l e d on such Lease; and 
( i i ) G r a n t o r may t r a n s f e r any Sub jec t I n t e r e s t o r Sub j ec t 
H y d r o c a r b o n s to any A f f i l i a t e o f Gran to r so l o n g as G r a n t o r 
r e m a i n s f u l l y l i a b l e f o r t h e performance o f a l l o b l i g a t i o n s 
h e r e u n d e r w i t h r e spec t t o t h e i n t e r e s t so t r a n s f e r r e d and the 
J o i n t O p e r a t i n g Agreement remains i n f u l l f o r c e and e f f e c t w i t h 
r e s p e c t t o such i n t e r e s t . 

SECTION 4 .6 R e p o r t s t o Gran tee . G r a n t o r , a t i t s own 
e x p e n s e , w i l l f u r n i s h t o Grantea on o r b e f o r e each A p p l i c a t i o n 
D a t e , i n such number o f c o u n t e r p a r t s as Grantee may r eques t , a 
r e p o r t showing f o r t h e c o r r e s p o n d i n g A p p l i c a t i o n P e r i o d the 
q u a n t i t i e s o f Sub jec t Hydrocarbons and PP Hydrocarbons 
p r o d u c e d , the Gross Proceeds d e r i v e d t h e r e f r o m , r e s p e c t i v e l y , 
and t h e PP Proceeds r e c e i v a b l e by Grantee , t o g e t h e r w i t h such 
o t h e r i n f o r m a t i o n c o n c e r n i n g the P r o d u c t i o n Payment and the 
t r a n s a c t i o n s con templa t ed h e r e i n as Grantee may reasonably 
r e q u e s t . Promptly a f t e r t h e occurrence t h e r e o f , Gran tor s h a l l 
n o t i f y Grantee o f t he e x i s t e n c e o f any Des igna ted Event o r 
e v e n t w h i c h w i t h n o t i c e o r lapse o f t i m e o r b o t h would 
c o n s t i t u t e a Des igna ted E v e n t . Gran tor s h a l l a l s o , upon 
w r i t t e n request o f G r a n t e e , f u r n i s h t o Grantee a r e p o r t o f t he 
I n d e p e n d e n t Engineers (made as o f a r ea sonab ly c u r r e n t da t e ) 
w h e n e v e r each o f the f o l l o w i n g c o n d i t i o n s i s met: (a) PP 
P r o c e e d s rece ived by G r a n t o r have been i n s u f f i c i e n t t o meet t he 
S c h e d u l e d A m o r t i z a t i o n s f o r any two success ive A p p l i c a t i o n 
P e r i o d s w i t h i n the l a s t t w e l v e months, ( b ) no r e p o r t o f t he 
I n d e p e n d e n t Engineers has been g i v e n t o t h e Engineers pu r suan t 
t o S e c t i o n 2 .g , 2.1C o r 4 . 6 which was p r e p a r e d as o f a da te 
w i t h i n s i x months p r i o r t o t h e date o f such reques t by Grantee , 
and ( c ) Grantee r e a s o n a b l y b e l i e v e s t h a t t h e most r ecen t r e p c r t 
o f t h e Independent E n g i n e e r s which i t has r e c e i v e d f a i l s t o 
a d e q u a t e l y r e f l e c t a t t h e t i m e o f such r e q u e s t by Grantee the 
P r o v e n Reserves then a t t r i b u t a b l e t o t he S u b j e c t I n t e r e s t s . 
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ARTICLE FIFTH 
RIGHTS AND REMEDIES OF GRANTEE 

SECTION 5.1 Rights and Remedies. Fach of the 
f o l l o w i n g events ( t a k i n g i n t o account any period of time, 
requirement f o r no t i c e , or other condition) s h a l l c o n s t i t u t e 
"Designated Event" hereunder: 

( i ) The f a i l u r e by Grantor to make any payment 
to Grantee required herein w i t h i n f i f t e e n 
days a f t e r the date t h a t such payment i s 
due; or 

( i i ) The f a i l u r e of Grantor to perform or observe 
any of the covenants and agreements provided 
i n Sections 4.1 and 4.2 to be performed or 
observed by Grantor, which f a i l u r e s h a l l not 
be cured w i t h i n a reasonable time (provided 
Grantor proceeds with reasonable dispatch to 
cure such f a i l u r e ) under the circumstances 
then e x i s t i n g a f t e r d e l i v e r y ' t o Grantor by 
Grantee of w r i t t e n notice of such f a i l u r e ; or 

( i i i ) The f a i l u r e of Grantor to perform cr observe 
any of the other covenants and agreements 
provided i n t h i s Conveyance to be performed 
or observed by Grantor, which f a i l u r e s h a l l 
not be cured w i t h i n t h i r t y days a f t e r 
d e l i v e r y to Grantor by Grantee of w r i t t e n 
notice of such f a i l u r e ; or 

( i v ) A court having j u r i s d i c t i o n i n the premises 
s h a l l enter a decree or order f o r r e l i e f i n 
respect of Grantor i n an involuntary case 
under any applicable bankruptcy, insolvency 
or other s i m i l a r law now or hereafter i n 
e f f e c t , or appoint a receiver, l i q u i d a t o r , 
assignee, custodian, t r u s t e e , sequestrator 
(or s i m i l a r o f f i c i a l ) of Grantor or of the 
whole or s u b s t a n t i a l l y a l l of i t s property, 
cr order the winding-up or l i q u i d a t i o n of 
i t s a f f a i r s and such decree or order s h a l l 
remain unstayed and i n e f f e c t f o r a period 
of ninety consecutive days; or 

(v) Grantor s h a l l commence a voluntary case 
under any applicable bankruptcy, insolvency 
or other s i m i l a r law now or hereafter i n 
e f f e c t , s h a l l consent to the.entry of an 
order f o r r e l i e f i n an involuntary case 
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under any auch law, or s h a l l consent to the 
appointment of or tak ing possession by a 
r e c e i v e r , l i q u i d a t o r , assignee, truatee, 
cus tod ian , sequestrator (or other s i m i l a r 
o f f i c i a l ) of Grantor or o f an/ subs tant ia l 
pa r t o f i t s property, or s h a l l make any 
genera.' assignment f o r the b e n e f i t of 
c r e d i t o r s , or shal l admit i n w r i t i n g i t s 
i n a b i l i t y to pay i t s debts general ly as they 
become due; or 

( v i ) Any - . .presentat ion or warranty ( i ) made by 
Grantor here in or otherwise made i n w r i t i n g 
i n connect ion herewith or ( i i ) made by any 
person i n w r i t i n g i n connection wi th the 
J o i n t Operating Agreement or ihe Subleases, 
a h a l l provo to have been i n c o r r e c t when made 
i n any ma te r i a l respect, 

So long as any Designated Event a h a l l have occurred and be 
c o n t i n u i n g . Grantee, e i t h e r on i t a wn behal f or through any 
agent or representa t ive , i n addi t ion to a l l other r i gh t s and 
remedies avai lable t o i t at law and i n e q u i t y , may exercise any 
one or more of the f o l l o w i n g r igh ts (and the exercis ing of ona 
r i g h t shal l not prec lude the exercis ing o f any other r i g h t ) : 

(a) Grantee may, on behalf and at the expense of 
Grantor, e f f e c t performance or observance of any such 
unperformed covenant or agreement or remedy such breach; 

(b) Upon w r i t t e n notice to Grantor, and upon 
compliance w i t h the provisions of the applicable operat ing 
agreement or agreements, Grantee s h a l l be e n t i t l e d to 
succ- d to a l l o f the r igh t s of Grantor w i t h respect to the 
possession, o p e r a t i o n and development o f the Subject 
Interests ( i n c l u d i n g the r i g h t to enforce Grantor 1 a r i gh t a 
under the Subleases, tne Joint Operating Agreement and a l l 
operating agreements, Production Sales Contracts and other 
agreements a f f e c t i n g the Leases), and to u3e such o f 
Grantor 's personal property and equipment located thereon 
or used in connect ion therewith, f r e e o f any ren ta l cost or 
other charges whatsoever and f ree o f any necessity f o r a 
bond or other s e c u r i t y i n favor of Grantor, as Grantee may 
deem to be u s e f u l or appropriate f o r the production, 
treatment, s t o r i n g , t ranspor t ing or processing of Subject 
Hydrocarbons and a l l other proper t ies and r i gh t s of a 
s i m i l a r character then held by Grantor and s i tua ted upon or 
uued or u se fu l or he ld f o r fu tu re use i n connection w i t h 
the exp lora t ion , development, maintenance or operat ion of 
t i ie Subject I n t e r e s t s , and Grantee s h a l l have the r i g h t , on 
behalf of and f o r the account of Grantor, to a e l l the 
Subject Hydrocarbons; 
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(c) A l l Subject Hydrocarbons may be deemed to be and 
treated aa PP Hydrocarbona and a l l Gross Proceeds of 
Subject Hydrocarbons may be deemed to be and t rea ted as PP 
Proceeda and app l i ed to the Product ion Payment as provided 
i n Section 2 .7 ; 

(d) Should any auch breach be a f a i l u r e by Grantor to 
pay when due any Production Expenses, Grantee may apply so 
much of the proceeda of Subject Hydrocarbona aa may be 
required to the payment of (or to reimburse Grantee f o r 
amounts paid by Grantee f o r ) Product ion Expenses as Grantor 
may have f a i l e d to pay when due ( toge ther w i t h an 
addi t ional amount equal to i n t e r e s t on ar./ amount so paid 
computed at t l ie °.aso Rat. f ror . the date of expenditure 
u n t i l reimburaed), and i n tha t event a l l of the remainder 
of auch proceeds s h a l l be deemed to be and t rea ted aa Gross 
Proceeda of PP Hydrocarbons and s h a l l be appl ied to the 
Production Payment aa provided i n Sect icn 2.7; 

(e) Grantee s h a l l be e n t i t l e d to apply co a cour t o f 
competent j . r i s d i c t i o n f o r the s p e c i f i c performance or 
observance o f any covenant or agret-ment or i n a id o f the 
execution o f any power herein granted and f o r the 
appointment o f a receiver f o r the Subject In te res t s and the 
Subject Hydrocarbons, but no such appointment s h a l l 
prejudice or a f f e c t the r i g h t s o f Grantee to receive 
payment f o r a l l PP Proceeds is provided here in ; and 

( f ) Should any auch breach be o f a nature t ha t could 
reasonably a f f e c t i n a mater ia l adverse manner the amount 
of Proven ' '"serves a t t r i b u t a b l e to the Subject In te res t s or 
the PP Hi tarbons that may be produced therefrom. Grantee 
ahal l be e n t i t l e d to cauae Grantor to obta in a repor t 
prepared by the Independent- Engineers and meeting the 
requirements o f Section 2.13 

SECTION 5.2 Termination o f R iqh t s . A l l r i g h t s to 
which Grantee may become e n t i t l e d under Sections 3.2, 3.3 or 
5 . 1 sha l l cease t o be exercisable e i t h e r ( i ) at Discharge or 
( i i ) at such e a r l i e r date when a l l Designated Events are no 
longer cont inuing, w i t h o u t p re jud ice , however, to the exerciae 
o f any r ights he r e in conferred upon Grantee upon any subsequent 
f a i l u r e of Grantor t o perform or observe any o f the covenanta 
end agreementa he r e in provided to be performed or observed by 
Grantor or upon the subsequent occurrence o f any auch event. 
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ARTICLE SIXTH 
WARRANTIES AND SUBROGATION 

SECTION 6 . 1 W a r r a n t i e s . G r a n t o r he reby r e p r e s e n t s 
end warrants t h a t , as o f the da te h e r e o f : ( a ) t h e Leases, 
o p e r a t i n g agreements and o t h e r i n s t r u m e n t s l i s t e d i n Annex A 
a r e v a l i d and s u b s i s t i n g and are i n f o r c e and e f f e c t ; (b ) t he 
S u b j e c t I n t e r e s t s d e s c r i b e d i n Annex A are f r e e o f a l l l i e n s , 
encumbrances and adve r se c l a ims and are s u b j e c t t o no 
r o y a l t i e s , o v e r r i d i n g r o y a l t i e s , payments o u t o f p r o d u c t i o n . 
P r o d u c t i o n Sales C o n t r a c t s o r o t h e r burdens o r charges except 
as shown i n Annex A; ( c ) by v i r t u e o f i t s ownersh ip o f such 
S u o j e c t I n t e r e s t s G r a n t o r i s e n t i t l e d t o r e c e i v e t h e share o f 
Hydrocarbons p r o d u c e d frora or a l l o c a t e d t o each S u b j e c t 
I n t e r e s t t h a t i s shown i n A»-nex A as t he Net I n t e r e s t w i t h 
r e s p e c t to such S u b j e c t I n t e r e s t ; (d ) a l l acc rued r e n t a l s , 
r o y a l t i e s and o t h e r charges a g a i n s t such S u b j e c t I n t e r e s t s 
( o t h e r than c u r r e n t amounts owing w h i c h a re n e t p a s t due) ha*a 
been f u l l y p a i d ; ( e ) G r a n t o r has good r i g h t and a u t h o r i t y t o 
s e l l and convey t n e P r o d u c t i o n Paymmt ; and ( f ) t h i s Conveyance 
w i l l ve~- i n Gran tee good t i t l a t o t ne P r o d u c t i o n Payment and 
w i l l e n t i t l e Gran tee t o r e c e i v e payment f o r PP Proceeds as 
p r o v i d e d h e r e i n . G r a n t o r hereby b i n d s i t s e l f t o w a r r a n t and 
f o r e v e r defend a l l an-* s i n g u l a r the P r o d u c t i o n Payment and a l l 
r i g h t s , t i t l e s , i n t e r e s t s , e s t a t e s , remedies , powers and 
p r i v i l e g e s a p p u r t e n a n t o r i n c i d e n t t h e r e t o u n t o Grantee a g a i n s t 
e v e r y person whomsoever l a w f u l l y c l a i m i n g o r t o c l a i m the same 
o r any p a r t t h e r e o f . 

SECTION 6 . 2 S u b s t i t u t i o n and S u b r o g a t i o n . T h i s 
Conveyance i s made w i t h f u l l s u b s t i t u t i o n and s u b r o g a t i o n o f 
Gran tee i n and t o a l l covenants and w a r r a n t i e s cy o t h e r s 
h e r e t o f o r e g i v e n o r made i n r e spec t o f t h e S u b j e c t I n t e r e s t s 
( t o the e x t e n t a f f e c t e d by the P r o d u c t i o n Payment) o r any p a r t 
t h e r e o f . 

ARTICLE SEVENTH 
MISCELLANEOUS PROVISIONS 

SECTION 7 . 1 L i a b i l i t y f o r D i s c h a r g e . Grantee s h a l l 
l o o k e x c l u s i v e l y t o PP Hydrocarbons and PP Proceeds r e l a t e d 
t h e r e t o f o r t he d i s c h a r g e o f t he P r o d u c t i o n Payment, and 
G r a n t o r s h a l l n o t be l i a b l e f o r such d i s c h a r g e b u t o n l y f o r t he 
per formance o f t h e covenan ts , agreements and o b l i g a t i o n s h e r e i n 
u n d e r t a k e n by G r a n t o r . 

SECTION 7 . 2 F u r t h e r Assurances . G r a n t o r agrees t o 
e x e c u t e and d e l i v e r , and, t o the e x t e n t i t i s w i t h i n G r a n t o r ' s 
power t o do so, t o cause any t h i r d p a r t i e s t o execu te and 
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d e l i v e r , to Grantee a l l such o the r and a d d i t i o n a l i n s t r u m e n t s 
a n d t o do a l l such f u r t h e r acts and t h i n g s as may be necessary 
m o r e f u l l y t o v e s t i n and assure t o Grantee a l l o f t he r i g h t s , 
t i t l e s , i n t e r e s t s , r emedies , powers and p r i v i l e g e s h e r e i n 
g r a n t e d or i n t e n d e d so t o be. 

SECTION 7.3 A s s i g n a b i l i t y . N o t h i n g h e r e i n c o n t a i n e d 
s h a l l i n any way l i m i t o r r e s t r i c t t h e r i r h t o f Grantee t o 
s e l l , convey, a s s i g n o r mortgage t h e P r o d u c t i o n Payment 
( i n c l u d i n g i t s r i g h t s , t i t l e s , i n t e r e s t s , e s t a t e s , remedies 
p o w e r s and p r i v i l e g e s appur tenant o r i n c i d e n t t o the P r o d u c t i o n 
Payment under t h i s Conveyance) i n whole o r i n p a r t . Grantee 
p r e s e n t l y in t ends t o bor row money under t h e C r e d i t Agreement (a 
c o p y o f which has been f u r n i s h e d t o G r a n t o r ) and G r a n t o r 
acknowledges t h a t , as p r o v i d e d i n the C r e d i t Agreement, Grantee 
m u s t receive tne p r i o r w r i t t e n a p p r o v a l o r consent o f t h e banks 
w h i c h are p a r t i e s t h e r e t o (o r t w o - t h i r d s i n i n t e r e s t t h e r e o f ) 
b e f o r e Grantee i s a u t h o r i z e d to amend t h i s Conveyance, g i v e 
c e r t a i n consents o r w a i v e r s hereunder o r t ake c e r t a i n o t h e r 
a c t i o n i n c o n n e c t i o n h e r e w i t h . 

SECTION 7 . 4 N o t i c e s . Any n o t i c e , r eques t , demand, 
r e p o r t or o ther i n s t r u m e n t which may be r e q u i r e d or p e r m i t t e d 
t o be g iven t o o r f u r n i s h e d to or s e rved upon e i t h e r p a r t y 
h e r e t o , or any p e r s o n succeeding t o any i n t e r e s t o f a p a r t y 
h e r e t o , s h a l l be deemed s u f f i c i e n t l y g i v e n or f u r n i s h e d o r 
s e r v e d i f i n w r i t i n g and d e l i v e r e d t o such p a r t y or p e r s o n , o r 
t o an o f f i c e r o f such p a r t y or pe r son , o r d e p o s i t e d i n t he 
U n i t e d States m a i l i n a sea led enve lope , r e g i s t e r e d o r 
c e r t i f i e d , w i t h p o s t a g e p r e p a i d , or sen t by t e l e x o r t e l e g r a m , 
c h a r g e s p repa id , addressed t o such p a r t y a t i t s address s t a t e d 
i n t h i s i n s t r u m e n t , o r t o such o t h e r address w i t h i n t he 
c o n t i n e n t a l l i m i t s o f t h e U n i t e d S t a t e s as the p a r t y o r pe r son 
t h e r e b y addressed s h a l l have d e s i g n a t e d by w r i t t e n n o t i c e t o 
t h e p a r t y or pe rson g i v i n g such n o t i c e o r f u r n i s h i n g 3uch 
r e p o r t or making such reques t o r demand. U n t i l n o t i c e o f a 
d i f f e r e n t address i s g i v e n as h e r e i n p r o v i d e d , communicat ions 
t o Gran to r s h a l l be addressed t o i t a t , and s h a l l be s en t by 
m a i l , t e l e x or t e l e g r a m o r d e l i v e r e d t o G u l f B u i l d i n g , 439 
S e v e n t h Avenue, P i t t s b u r g h , Pennsy lvan ia 15219, A t t e n t i o n : 
T r e a s u r e r (Debt A d m i n i s t r a t i o n ) , and communicat ions t o Grantee 
s h a l l be addressed t o i t a t , and s h a l l be sent by m a i l , t e l e x 
o r t e l eg ram or d e l i v e r e d t o Post O f f i c e Sox 3183, T . S . , Tech 
D r i v e a t Cooktown Road, Ruston, L o u i s i a n a 71272 ( w i t h a copy 
o f each such n o t i c e t o Grantee sent t o Bankers T r u s t a t 280 
P a r k Avenue, New Y o r k , New York 10017, a t t e n t i o n : Energy 
G r o u p ) . 

SECTION 7 .5 Successors and A s s i g n s . A l l covenants 
n n d agreements o f G r a n t o r h e r e i n c o n t a i n e d s h a l l be deemed t o 
be covenants r u n n i n g w i t h G r a n t o r ' s i n t e r e s t i n the Leases and 
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t h o lands a f fec ted thereby . A l l of the provis ions hereof s h a l l 
i n u r e to the b e n e f i t o f Grantee and i t s successors and assigns 
and s h a l l be b inding upon Grantor and i t s successors and 
a s s igns and a l l other owners of the Subject In teres ts or any 
p a r t thereof or any i n t e r e s t the re in . Any sale, conveyance, 
assignment, sublease or other t r ans f e r o f the Subject In te res t s 
o r Subjec t Hydrocarbons, or any i n t e r e s t t h e r e i n or any par t 
t h e r e o f , by Grantor s h a l l provide tha t the assignee assumes a l l 
o f t he obl igat ions o f Grantor w i t h respect to the i n t e r e s t 
t r a n s f e r r e d , and Grantor s h a l l also remain l i a b l e f o r the 
d i scha rge of such o b l i g a t i o n s , provided t h a t nothing contained 
i n t h i s Section s h a l l be construed aa waiving the provis ions o f 
subsec t ion (b) of Sec t ion 4.5, and the provis ions of t h i s 
S e c t i o n 7.5 sha l l remain applicable notwi ths tanding any consent 
by Grantee to any such t r a n s f e r . 

IN WITNESS WHEREOF, the pa r t i e s have caused t h i s 
Conveyance to be d u l y executed i n aeveral counterparts on the 
da t e s shown i n t h e i r respect ive acknowledgments annexed hereto, 
each o f which i s an o r i g i n a l and a l l o f which are i d e n t i c a l and 
t o g e t h e r const i tu te bu t one and the same instrument, which 
s h a l l be considered to be del ivered and dated as of November 
18, 1983. 

Executed by Kewanee Indus t r i e s , 
i n c . and Tech Foundation, Inc. 
i n t h e presence of the under
s igned, competent witnesses: 

KEWANEE INDUSTRIES, INC, 
(GRANTOR) 

By:,; 

Stephen E. Fodo, 
Assistant Treasurer 

TECH FOUNDATION, INC. 
(GRANTEE) 

By: 
JOhn E. Maxwell, 
Vice Preaident 
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STATE OF TEXAS 
COUNTY OF DALLAS 

This dsy pe r sona l l y appeared before mc, the undersigned 
a u t h o r i t y i n and f o r the j u r i s d i c t i o n a foresa id , Stephen E. 
Fodo, personally known to me to be an Ass is tan t Treasurer o f 
KEWANEE INDUSTRIES, INC., a Delaware corpora t ion , who 
acknowledged tha t as such o f f i c e r o f sa id corporat ion he 
s i g n e d , sealed and de l i ve r ed the fo rego ing instrument as the 
a c t and deed of s a i d corporat ion on the day and date thereof , 
h a v i n g f i r a t been d u l y authorized so to do by r e so lu t i on o f the 
Board o f Directors o f said corpora t ion . 

Given under my hand and o f f i c i a l sea l , t h i s the 18th day of 
Novels***', W83. 

A/t-n d a , & AL<+^C.<ls*J 
Glenda G. Duncan, Notary Public 

GUNDA G. Ci;r:cAN, : , V ! : 
S:ato of Toxes 

My Committion Exp.re: 9-20-S5 

STATE 'HP1 TÊ CAS 
COUNTY OF DALLAS 

Thia day pe r sona l l y appeared before me, the undersigned 
a u t h o r i t y i n and f o r the j u r i s d i c t i o n a foresa id , John E. 
M a x w e l l , peraonally known tc me to be a Vice President of TECH 
FOUNDATION, INC., a Louisiana n o n p r o f i t corpora t ion , who 
acknowledged tha t as such o f f i c e r o f sa id corporat ion he 
s i g n e d , sealed and de l i ve r ed the fo regoing instrument as the 
a c t a r / deed of s a id corpora t ion on the day and date thereof , 
h a v i n g f i r s t been d u l y authorized ao t o do by r e so lu t i on o f the 
Board o f Directors o f sa id corpora t ion . 

Given under my hand and o f f i c i a l sea l , t h i a the 18th day of 
November; 1983. 

i * ^ y •..\ Glenda G. Duncan, Notary Put)lie 
~ . {»r"f . a . § CUNDA Ot CuI.'CA-: f 

My Con:ni»..vi. ....> .; 5 £5 

fart of 
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ANNEX A 

t o 

Conveyance and Agreement 

Da ted November 18, 1983 

b y Kewanee I n d u s t r i e s , I n c . 

t o and w i t h Tech F o u n d a t i o n , I n c . 

LEASE NO. 1: 

That c e r t a i n Ass ignmen t o f O p e r a t i n g R i g h t s da ted November 
18 , 1983, f rom G u l f O i l C o r p o r a t i o n t o G r a n t o r , wh ich 
Assignment i s r e c o r d e d c o n c u r r e n t l y w i t h t h i s i n s t r u m e n t i n t he 
Conveyance Rerords o f Plaquemines P a r i s h , L o u i s i a n a , J e f f e r s o n 
P a r i s h , L o u i s i a n a , and La fou rche P a r i s h , L o u i s i a n a , c o v e r i n g 
r i g h t s i n and under t h a t c e r t a i n Lease d a t e d e f f e c t i v e June 1, 
1982, S e r i a l No. OCS-G 1101, f r o m t h e U n i t e d S ta tes o f Amer ica , 
as Lessor, to G u l f O i l C o r p o r a t i o n , as Lessee, c o v e r i n g a l l o f 
B l o c k 117, West D e l t a Area , South A d d i t i o n ( t h e "Assigned 
A r e a " ) , as shown on O f f i c i a l Leas ing Map, L o u i s i a n a Map No. 8A, 
recorded under E n t r y No. 72, Conveyance Book 5 7 n , F o l i o 853, 
records o f P laquen ine t , P a r i s h , L o u i s i a n a , under E n t r y No. 
83-42927, records o f J e f f e r s o n F a r i s h , L o u i s i a n a , and under 
E n t r y No. 592505, r e c o r d s o f L a i o u r c h e P a r i s h , L o u i s i a n a . 
Under such Ass ignment G u l f O i l C o r p o r a t i o n ass igned u n t o 
G r a n t o r a i l o f G u l f O i l C o r p o r a t i o n ' s o p e r a t i n g r i g h t s i n and 
' inaer such Lease ( b e i n g 100%), as t o a l l depths u n d e r l y i n g the 
Ass igned Area, i n c l u d i n g a i l o f G u l f O i l C o r p o r a t i o n ' s r i g h t s 
and i n t e r e s t under such Lease t- i r i l l f o r , mine, e x t r a c t , 
remove and d i spose o f ( a ) crude o i l and (b ) condensate 
recovered by c o n v e n t i o n a l mechanica l s e p a r a t o r s b u t e x c l u d i n g 
a l l r i g h t s and i n t e r e s t under such Lease i n , t o , or p e r t a i n i n g 
t o n a t u r a l gas, o t h e r n a t u r a l gas l i q u i d s , and o t h e r gaseous 
hyrdocarbons . G r a n t o r ' s r i g h t s and i n t e r e s t under such 
Assignment are s u b j e c t t o the J o i n t O p e r a t i n g Agreement 
r e f e r r e d to t h e r e i n and the o v e r r i d i n g r o y a l t y r e t a i n e d 
thereunder by G u l f O i l C o r p o r a t i o n and a re f u r t h e r s u b j e c t to-. 

(a) A s s i g n m e n t , da ted e f f e c t i v e as June 1 , 1962. 
by Gulf O i l C o r p o r a t i o n t o Mar ine P e t r o l - <* J o r p o r a t i o n o f 
an o v e r r i d i n g r o y a l t y i n t e r e s t e q u a l t o -* o f 1% o f 8/8 o f 
the value a t t h e w e l l o f a l l o i l , gas and o t h e r m i n e r a l s 
produced, saved and s o l d f r o m Lease No. OCS-G 1101. 



(b) Assignment, dated e f f e c t i v e as of June 1, 1962, 
by Gulf O i l Corporation to San Jacinto Petroleum 
Corporation of an overriding r o y a l t y i n t e r e s t equal to 1/4 
of 1% of 9/8 of the value at the well of a l l o i l , gas and 
other minerals produced, saved and sold from Lease OCS-G 
1101. 

MET INTEREST: 79.20833% 

LEASE NO. 2: 

That c e r t a i n Assignment o f O p e r a t i n g R igh t3 d a t e d November 
18, 1983, f r o m G u l f O i l C o r p o r a t i o n t o G r a n t o r , w h i c h 
Asaignment i s r e c o r d e d c o n c u r r e n t l y w i t h t h i s i n s t r u m e n t i n the 
Conveyance Records o f Plaquemines P a r i s h , L o u i s i a n a , J e f f e r s o n 
P a r i s h , L o u i s i a n a , and La fou rche P a r i s h , L o u i s i a n a , and i n the 
recorda o f Hancock County, M i s s i s s i p p i , H a r r i s o n County , 
M i s s i s s i p p i ( F i r s t and Second J u d i c i a l D i s t r i c t s ) , and Jackson 
County, M i s s i s s i p p i , c o v e r i n g r i g h t s i n and under t h a t c e r t a i n 
Lease dated e f f e c t i v e February 1, 1974, S e r i a l No. OCS-G 2444, 
f r o m the U n i t e d S t a t e s o f Amer ica , as Lessor , t o G u l f O i l 
C o r p o r a t i o n and Tenneco O i l Company, as Lessees, o v e r i n g a l l 
o f Block N 667 E 69, Mob i l e South No. 1 Area, O f f i c i a l Lea , i r .g 
Map, Mobi le Sou th No. l -NH-16 -7 , recc ded under E n t r y No. 144, 
Conveyance Book 418, F o l i o 744, r e c o r d s o f Plaquemines P a r i s h , 
Lou i s i ana , i n Book 50, Pages 7E2-760, records oi* ' lancock 
County, M i s s i s s i p p i , i n Book 752, F-.ges 118- 26, r e co rds o f 
H a r r i s o n County , M i s s i s s i p p i ( F i r s ' - Jud ic a l d i s t r i c t ) , i n Book 
58, pages 314-322 , records o f H a r n s c i Cou t y , M i s s i s s i p p i 
(Second J u d i c i a l D i s t r i c t ) , and i n Boc 1 ' 509 OG&M, ^ageii 
443-450, r e c o r d s o f Jackson County , M i s s i s s i p p i , and by 
amendment d a t e d e f f e c t i v e September 1 , 1977. t . ie d e s c r i p t i o n 
was changed t o a i l o f Block 899, V i o s c a K n o I i Area ( t h e 
"Assigned A r e a " ) , as shown on OCS O f f i c i a l P r o t r i c t i o r Diagram 
NH 16-7. r e c o r d e d under E n t r y No. 70, Conveyance Book 577, 
F o l i o 849, r e c o r d s o f Plaquemines P a r i s h , L o u i s i a n a , i n Book 
969, Pages 7 8 - 8 1 , r ecords o f Hancock County, M i s s i s s i p p i , i n 
Book 50, Pages 807-810, r ecords o f H a r r i s o n County , M i s s i s s i p p i 
( F i r s t J u d i c i a l D i s t r i c t ) , i n Book 138, Pages 621-625, r e co rds 
o f H a r r i s o n Coun ty , M i s s i s s i p p i (Second J u d i c i a l D i s t r i c t ) , and 
i n Book 757 OG&M, Pages 517-521 , r e co rds o f Jackson County , 
M i s s i s s i p p i . Under 3uch Assignment G u l f O i l C o r p o r a t i o n 
aaaigned un to G r a n t o r a l l o f G u l f O i l C o r p o r a t i o n ' s o p e r a t i n g 
r i g h t a i n and under su_h Lease ( b e i n g 50%), as t o a l l deptha 
u n d e r l y i n g the Ass igned Area, i n c l u d i n g a l l o f G u l f O i l 
C o r p o r a t i o n ' s r i g h t s and i n t e i e s t under such Lease t o d r i l l 
f o r , mine, e x t r a c t , remove and d i s p o s e o f (a) crude o i l and ( b j 
condensate r e c o v e r e d by c o n v e n t i o n a l .nechanical s e p a r a t o r s b u t 
e x c l u d i n g a l l r i g h t s and i n t e r e s t under such Lease i n , t o , o r 
p e r t a i n i n g t o n a t u r a l gas, o t h e r 
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n a t u r a l gas l i q u i d s , and o the r gaseous hydroca rbons . G r a n t o r ' s 
r i g h t s and i n t e r e s t under such Assignment are s u b j e c t t o t h e 
J o i n t Opera t ing Agreement r e f e r r e d t o t h e r e i n and the 
o v e r r i d i n g r o y a l t y r e t a i n e d theraunder by G u l f O i l C o r p o r a t i o n 
a n d a r e f u r t h e r s u b j e c t t o : 

(a) J o i n t O p e r a t i n g Agreement, da t ed e f f e c t i v e as o f 
February 1, 1974, between G u l f O i l C o r p o r a t i o n , as 
Opera tor , and Tenneco E x p l o r a t i o n I I , L t d . 

(b) T i e - i n S e r v i c e Agreement, d a t e d August 30, 1976, 
between G u l f O i l C o r p o r a t i o n , Texaco I n c . , Tenneco 
E x p l o r a t i o n I I , L t d . , and S h e l l O i i Company, r e l a t i n g t o 
t h e i n s t a l l a t i o n , o p e r a t i o n , main tenance , r e p a i r and 
u l t i m a t e removal by the f i r s t t h r e e named p a r t i e s o f t h e i r 
o i l p i p e l i n e f a c i l i t i e s on S h e l l O i l Company's Lease No. 
OCS-G 1294. O b l i g a t i o n s o f the f i r s t t h r e e named p a r t i e s 
a l s o inc lude annua l r e n t a l o f $2500 and reimbursement t o 
S h e l l O i l Company o f any inc reased o p e r a t i n g cos t s 
r e s u l t i n g f r o m such t i e - i n f a c i l i t i e s . 

NET INTEREST: 40.10416% 

LEASE NO. 

T h a t c e r t a i n Ass ignment o f O p e r a t i n g R i g h t s dated November 
18 , 1983, f r m G u l f O i l C o r p o r a t i o n t o G r a n t o r , which 
A s s i g n m e n t i s r e c o r d e d c o n c u r r e n t l y w i t h t h i s i n s t r u m e n t i n t he 
Conveyance Records o f Plaquemines P a r i s h , L o u i s i a n a , J e f f e r s o n 
P a r i s h , Lou i s i ana , and Lafourche P a r i a h , L o u i s i a n a , and i n the 
r e c o r d a of Hancock County , M i s s i s s i p p i , H a r r i s o n County, 
M i s s i s s i p p i ( F i r s t and Second J u d i r i a l D i s t r i c t s ) , and Jackaon 
C o u n t y , M i s s i s s i p p i , c o v e r i n g r i g h t s i n and under t h a t c e r t a i n 
Lease dated e f f e c t i v e February 1, 1974, S e r i a l No. OCS-G 2445, 
f r o m the Uni ted S t a t e a o f America, as Lesso r , t o G u l f O i l 
C o r p o r a t i o n , Texaco I n c . , and Tenneco O i l Company, aa Lessees, 
c o v e r i n g a l l o f B l o c k N 667 E 70, M o b i l e South No. 1 Area , 
O f f i c i a l Leasing Map, M o b i l e South No. l - N H - 1 6 - 7 , recorded 
u n d e r En t ry No. 145, Conveyance Book 418, F o l i o 750, r eco rda o f 
P laquemines P a r i a h , L o u i s i a n a , i n Book 50, Pages 761-770, 
r e c o r d a o f Hancock County , M i s s i s s i p p i , i n Book 752, Pagea 
1 2 7 - 1 3 6 , recorda o f H a r r i s o n County, M i s s i a a i p p i ( F i r a t 
J u d i c i a l D i s t r i c t ) , i n Eook 58, Pages 323-332, recorda o f 
H a r r i s o n County, M i s s i s s i p p i (Second J u d i c i a l D i a t r i c t ) , and i n 
B o o k 509 OG&M, Pagea 451-459, recorda o f Jackson County, 
M i s s i s s i p p i , and by amendment da ted e f f e c t i v e September 1, 
1 9 7 7 , the d e a c r i p t i o n was changed t o a l l o f B lock 900, Vioaca 
K n o l l Area ( the "Ass igned A r e a " ) , aa shown on OCS O f f i c i a l 
P r o t r a c t i o n Diagram NH 16-7, recorded under E n t r y No. 7 1 , 
Conveyance Book 577, F o l i o 851 , r eco rda o f Plaqueminea P a r i a h , 
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Louis iana , i n Book 50, Pages 802-806, records of Hancock 
County, Miss i s s ipp i , i n Book 969, Pages 73-77, records of 
H a r r i s o n County, M i s s i s s i p p i ( F i r s t J u d i c i a l D i s t r i c t ) , i n Book 
138, Pages 626-631, records of Harrison County, Miss i s s ipp i 
(Second Judic ia l D i s t r i c t ) , and i n Book 757 OCM, Pages 511-516, 
r ecords of Jackson County, Mi s s i s s i pp i . Under such Assignment 
G u l f O i l Corporatio assigned unto Grantor a l l of Gulf O i l 
Corpora t ion ' s opera t ing r igh ts i n and under such Lease (being 
50%), as to a l l depths underlying the Assigned Area, i nc lud ing 
a l l o f Gulf O i l Corpora t ion ' s r i g h t s and i n t e r e s t under such 
Lease to d r i l l f o r , mine, ext rac t , remove and dispose of (a) 
c rude o i l and (b) condensate recovered by conventional 
mechanical separators but excluding a l l r i g h t s and i n t e r e s t 
under such Lease i n , t o , or pe r t a in ing to na tura l gas, other 
n a t u r a l gas l i g u i d s , and other gaseous hydrocarbons. Grantor 'a 
r i g h t s and in t e r e s t under such Assignment are subject to the 
J o i n t Operating Agreement re fe r red to t h e r e i n and the 
o v e r r i d i n g roya l ty re ta ined thereunder by Gulf O i l Corporation 
and are fu r the r sub jec t t o : 

(a) J o i n t Operating Agreement, dated e f f e c t i v e aa of 
February 1, 1974, between Gulf O i l Corporat ion, ea 
Operator, Ter.aco I n c . , and Tenneco Explora t ion 11, L t d . 

(b) Le t t e r Agreement, dated August 11, 1976, between 
Gul f O i l Corporat ion and Shell O i l Company, under the terms 
o f which Shell O i l Company consented to the route of an 
8-5/8 inch o i l p i p e l i n e o r i g i n a t i n g on Leaae No. OCS-G 2445 
and crossing a p o r t i o n of Shell O i l Company'a Lease No. 
OCS-G 1294 and Gul f O i l Corporation agreed to proper ly 
ma t a i n the p i p e l i n e and indemnify Shel l O i l Company f o r 
an damages occasioned by or r e s u l t i n g from the uae and 
operatxon of the p i p e l i n e . 

(c) T i e - i n Service Agreement, dated Auguat 30, 1976, 
between Gulf O i l Corporation, Texaco I n c . , Tenneco 
Explorat ion I I , L t d . , and Shell O i l Company, r e l a t i n g to 
t i i e i n s t a l l a t i o n , operation, maintenance, repair and 
u l t ima te removal by the f i r s t three named par t ies of t h e i r 
o i l p ipel ine f a c i l i t i a a on Shell O i l Company'a Leaae No. 
OCS-G 1294. Obl iga t iona of tha f i r a t three named pa r t i ea 
alao include annual ren ta l of $2500 and reimbursement to 
She l l O i l Company of any increaaed opera t ing coats 
r e s u l t i n g from auch t i e - i n f a c i l i t i e s . 

NET INTEREST: 40.10416% 
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ANNEX B 

t o 

Conveyance and Agreement 

D a t e d November 18, 1983 

by Kewanee I n d u s t r i e s , I n c . 

t o and w i t h Tech F o u n d a t i o n , I n c . 

LEASE NO. 1: 

A l l r i g h t , t i t l e , and i n t e r e s t w h i c h may h e r e a f t e r be 
a c q u i r e d by Gran tor u n d e r any assignment o f o p e r a t i n g r i g h t s 
h e r e a f t e r g iven by G u l f O i l C o r p o r a t i o n t o G r a n t o r , t o t he 
e x t e n t Grantor t h e r e b y a c q u i r e s r i g h t s t o d r i l l f o r , mine, 
e x t r a c t , remove and d i s p o s e o f (a) c rude o i l and (b) condensate 
r e c o v e r e d by c o n v e n t i o n a l mechanical s e p a r a t o r s , e x c l u d i n g 
n a t u r a l gas, o t h e r n a t u r a l gas l i q u i d s , and o t h e r gaseous 
h y d r o c a r b o n a , which r i g h t s are owned by G u l f O i l C o r p o r a t i o n 
p u r s u a n t to t h a t c e r t a i n Lease da ted e f f e c t i v e November 1, 1972, 
S e r i a l No. OCS-G 2 1 8 1 , f r o m the U n i t e d S t a t e s o f America , as 
L e s s o r , t o Gul f O i l C o r p o r a t i o n , M o b i l O i l C o r p o r a t i o n , and 
C h e v r o n O i l Company, as Lessees, c o v e r i n g B locks 56 and 57, t h a t 
p o r t i o n o f which i s more than th ree g e o g r a p h i c a l m i l e s seaward 
f r o m t h e l i n e s d e s c r i b e d i n Paragraph 1 o f t he Supplemental 
D e c r e e o f the U n i t e d S t a t e s Supreme Cour t e n t e r e d December 13, 
1965 i n U. S. v . L o u i s i a n a - No. 9 O n g i - .1 (382 U. S. 2 8 8 ) , 
S o u t h Pass Area, as shown on o f f i c i a l l e a s i n g map, L o u i s i a n a Map 
No . 9 , recorded under E n t r y No. 74, Conveyance Book 577, F o l i o 
8 6 0 , r ecords o f P laquemines P a r i s h , L o u i s i a n a . Any r i g h t s which 
G r a n t o r ob ta ins under such an assignment w i l l be s u b j e c t t o any 
j o i n t o p e r a t i n g agreement en te red i n t o i n c o n n e c t i o n t h e r e w i t h 
o r t o any o v e r r i d i n g r o y a l t y r e t a i n e d t h a r e u n d e r by G u l f O i l 
C o r p o r a t i o n and w i l l be f u r t h e r s u b j e c t t o : 

(a) J o i n t O p e r a t i n g Agreement d a t e d e f f e c t i v e aa o f 
May 3 1 , 1973, be tween Chevron U . S . A . I n c . , as Opera to r , G u l f 
O i l C o r p o r a t i o n , and M o b i l O i l E x p l o r a t i o n and P roduc ing 
Southeaat I n c . , as amended e f f e c t i v e December 3, 1974, 
December 4, 1974, J u l y 9, 1976, and December 2 1 , 1977. 

(b) L e t t e r Agreement, da ted Feb rua ry 13, 1981, between 
G u l f O i l C o r p o r a t i o n and Columbia G u l f T ransmis s ion Co . , i n 
w h i c h Gul f O i l C o r p o r a t i o n , t o t he e x t e n t o f i t s i n t e r e s t 
and i t s a b i l i t y t o do ao, g ran ted Columbia G u l f T ransmiss ion 
Co. pe rmis s ion t o c o n s t r u c t a 12 -3 /4 i n c h gas p i p e l i n e over 



and across Lease OCS-G 2181. The use o f such g r e n t by 
Columbia G u l f T r a n s m i s s i o n Co. i s not t o i n t e r f e r e v.»a t . 
o p e r a t i o n s on Lease OCS-G 2181, and Columbia G u l f 
Transmiss ion Co. i s t o i n d e m n i f y G u l f O i i Corp o r 
any damage o c c a s i o n e d by or r e s u l t i n g f r o m s'vcl. » 

NET INTEREST: 26. 7361 ' 

LEASE NO. 2: 

A l l r i g h t , t i t l e , and i n t e r e s t wh ich mav V e r e a f t e r be 
a c q u i r e d by Gran tor u n d e r any assignment « ' c o p e r a t i n g r i g h t s 
h e r e a f t e r g iven by G u l f O i l C o r p o r a t i o n * " rancor , t c t h e 
e x t e n t Grantor t h e r e b y a c q u i r e s r i g h t s i u r i l l f o r , mine, 
e x t r a c t , remove and d i s p o s e o f (a) c rude o * l and \b ) condensate 
r e c o v e r e d by c o n v e n t i o n a l mechanic? s e p a r a t o r s , e x c l u d i n g 
n a t u r a l gas, o t h e r n a t u r a l gas l i q u i d s , and o t h e r gaseous 
h y d r o c a r b o n s , which r i g h t s are owned by G u l f O i l C o r p o r a t i o n 
p u r s u a n t to t h a t c e r t a i n Lease da ted e f f e c t i v e November 1 , 1972, 
S e r i a l No. OCS-G 2184, f r o m the U n i t e d S t a t e s o f America, as 
L e s s o r , to G u l f O i l C o r p o r a t i o n , M o b i l O i l C o r p o r a t i o n and 
C h e v r o n O i l Company, as Lessees, c o v e r i n g B l o c k 77, t h a t p o r t i o n 
o f w h i c h i s more t h a n t h r e e g e o g r a p h i c a l m i l e s seaward f r o m the 
l i n e desc r ibed i n Pa r ag rap h 1 o f the Supplementa l Decree o f the 
U n i t e d States Supreme C o u r t en te red December 13, 1965, i n U. S. 
v . L o u i s i a n a No. 9 O r i g i n a l (382 U.S. 2 8 8 ) , South Pass Area , 
S o u t h & East A d d i t i o n , as shown on o f f i c i a l l e a s i n g map, 
L o u i s i a n a Map No. 9A, r e c o r d e d under E n t r y No. 73, Conveyance 
Book 577, F o l i o 855, r e c o r d s o f Plaquemines P a r i s h , L o u i s i a n a . 
Any r i g h t s which G r a n t o r o b t a i n s under such an assignment w i l l 
be s u b j e c t to any j o i n t o p e r a t i n g agreement en t e red i n t o i n 
c o n n e c t i o n t h e r e w i t h o r t o any o v e r r i d i n g r o y a l t y r e t a i n e d 
t h e r e u n d e r by G u l f O i l C o r p o r a t i o n and w i l l be f u r t h e r s u b j e c t 
t o : 

(a) J o i n t O p e r a t i n g Agreement d a t e d e f f e c t i v e as o f 
May 31 , 1973, be tween Chevron U.S .A. I n c . , as Ope ra to r , G u l f 
O i l C o r p o r a t i o n , and M o b i l O i l E x p l o r a t i o n and P roduc ing 
Southeast I n c . , as amended e f f e c t i v e December 3, 1974, 
December 4, 1974, J u l y 9, 1976, and December 2 1 , 1977. 

(b) T i e - I n S e r v i c e Agreement, d a t e d August 30, 1976, 
between Chevron U . S . A . I n c . (as O p e r a t o r on b e h a l f o f G u l f 
O i l C o r p o r a t i o n and M o b i l E x p l o r a t i o n and Producing 
Southeast , I n c . ) and C o n t i n e n t a l O i l Company r e l a t i n g t o the 
i n s t a l l a t i o n , o p e r a t i o n , maintenance, r e p a i r and u l t i m a t e 
removal by the f i r s t p a r t y o f an o i l p i p e l i n e , f r o m Lease 
No. OCS-G 2184 t o C o n t i n e n t a l O i l Company's Lease No. OCS-G 
1607, and f a c i l i t i e s f o r s a i d p i p e l i n e on C o n t i n e n t a l O i l 
Company's Lease No. OCS-G 1607. O b l i g a t i o n s c f the f i r s t 

- 2 -



party also i nc lude an annual maintenance fee of $3000, 
renegotiable every two years. 

(c) L e t t e r Agreement, dated February 4, 1980, between 
Culf O i l Corpora t ion and Tennessee Cas P ipe l ine , i n which 
Gulf O i l Corpora t ion , to the extent of i t s i n t e r ea t and i t a 
a b i l i t y to do ao, granted Tennessee Gas Pipel ine permission 
to construct a 26 inch gas p i p e l i n e over and across Lease 
OCS-G 2184. The use of such grant by Tennessee Gas Pipel ine 
i s not te i n t e r f e r e wi th operations on Lease OCS-G 2184. 

(d) L e t t e r Agreement, dated February 13, 1981, between 
Gulf O i l Corpora t ion and Natural Gas Pipel ine Company of 
America, i n which Gulf O i l Corporat ion, to the extent of i t a 
intereat and i t s a b i l i t y to do ac, granted Natural Gas 
Pipeline Company permission to cons t ruc t a 12 inch gas 
pipeline over and across Leaae OCS-G 2184. The use of such 
grant by N a t u r a l Gas Pipeline Company i a not to i n t e r f e r e 
wi th opera t ion on Leaae OCS-G 2184, and Natural Gaa Pipel ine 
ia to indemnify Gul f O i l Corporat ion f o r any damage 
occasioned by or r e s u l t i n g from auch use. 

(e) L e t t e r Agreement, dated February 13, 1981, between 
Gulf O i l Corpora t ion and Columbia Gulf Transmission Co., i n 
which Gulf O i l Corporation, to the extent of i t s i n t e r e s t 
and i t s a b i l i t y to do so, gran d Columbia Gulf Transmission 
Co. permission t o construct a 12-3/4 inch gas p i p e l i n e over 
and across Lease OCS-G 2184. The uae of such grant by 
Columbia Gul f Transmission Co. i a not to i n t e r f e r e w i t h 
operations on Leaae OCS-G 2184, and Columbia Gulf 
Transmission Co. i s to indemnify Gulf O i l Corporation f o r 
any damage occasioned by or r e s u l t i n g from auch uae. 

NET INTEREST: 26.73610% 

LEASE NO. 3: 

A l l r i g h t , t i t l e , and in te rea t which may hereaf te r be 
acquired by Grantor under any assignment of operating r i g h t a 
hereaf ter given by Gu l f O i l Corporation to Grantor, to the 
extent Grantor thereby acquires r i g h t s to d r i l l f o r , mine, 
ex t rac t , remove and dispose of (a) crude o i l and (b) condensate 
recovered by convent iona l mechanical separatora, excluding 
na tu ra l gaa, o ther n a t u r a l gaa l i q u i d s , and other gaseous 
hydrocarbona, which r i g h t a are owned by Gulf O i l Corporat ion 
purauant to t ha t c e r t a i n Lease dated e f f e c t i v e December 1, 1974, 
S e r i a l No. OCS-G 2940, from the United Statea of America, as 
Lessor, to Chevron O i l Company, Mobil O i l Corporation, and Calf 
O i l Corporation, as Lessees, covering Block 57, South Pass Area, 
OCS O t f i c i a l Leasing Map, Louiaiana Map No. 9 and Block 77, 
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South Pass Area - South and East A d d i t i o n / OCS O f f i c i a l Leasing 
Map, Louisiana Map No. 9A. That p o r t i o n o f Block 57 between the 
l i n e one foo t seaward o f the Third Supplemental Decree l i n e (404 
U.S . 388 (December 20, 1971)), and the l i n e three geographical 
m i l e s seaward of the F i r s t Supplemental Decree Line (382 U.S. 
268 (December 13, 1965)) , and that p o r t i o n of Block 77 less than 
r h r e n geographical mi les seaward of the F i r s t Supplemental 
Decree Line (382 U.S. 288 (December 13, 1965)), recorded under 
En t ry No. 69, Conveyance Book 577, Fo l i o 843, records of 
Plaquemines Par ish, Louisiana. Any r i g h t s which Grantor obtains 
under such an assignment w i l l be subject to any j o i n t operat ing 
agreement entered i n t o i n connection the rewi th or to any 
o v e r r i d i n g r o y a l t y re ta ined thereunder by Gulf O i l Corporat ion 
and w i l l be f u r t h e r subject t o : 

(a) J o i n t Operating Agreement dated e f f e c t i v e as of 
May 31, 1973, between Chevron U.S.A. I n c . , as Operator, Gulf 
O i l Corporation, and Mobil O i l Exp lora t ion and Producing 
Southeast I n c . , as amended e f f e c t i v e December 3, 1974, 
December 4, 1974, July 9, 1976, and December 21, 1977. 

(b) L e t t e r Agreement dated February 13, 1981, between 
Gulf O i l Corpora t ion and Columbia Gulf Transmission Co., i n 

hich Gulf O i l Corporat ion, to the extent of i t s i n t e r ea t 
and i t s a b i l i t y to do so, granted Columbia Gulf Transmission 
Co. permission t o construct a 12-3/4 inch gas p i p e l i n e over 
and across Lease OCS-G 2181. The use of such grant by 
Columbia Gulf Transmission Co. i s not to i n t e r f e r e w i t h 
operations on Lease OCS-G 2181, and Columbia Gulf 
Transmission Co. i a to indemnify Gulf O i l Corporation f o r 
any damage occasioned by t - r e s u l t i n g from such uae. 

NET INTEREST: 26.73610% 

LEASE NO. 4: 

A l l r i g h t , t i t l e , and in te res t which may hereaf ter be 
acqui red by Grantor under any assignment of operating r i g h t s 
h e r e a f t e r given by Gul f O i l Corporation to Grantor, to the 
e x t e n t Grantor thereby acquires r i g h t a to d r i l l f o r , mine, 
e x t r a c t , remove and dispose of (a) crude o i l and (b) condenaate 
recovered b> convent ional n.echanical separators, excluding 
n a t u r a l gaa, other n a t u r a l gaa l i q u i d s , and other gaaeous 
hydrocarbona, which r i g h t s are owned by Gulf O i l Corporation 
pursuant to tha t c e r t a i n Lease dated e f f e c t i v e December 1, 1974, 
S w r i a l No. OCS-G 2941, from the United States of America, aa 
Lessor , to Chevron O i l Company, Mobil O i l Corporation, and Gulf 
O i l Corpotation, as Lessees, covering a l l of Block 58, South 
Pass Area, OCS O f f i c i a l Leasing Map, Louisiana Map No. 9, and 
B l o c k 78, South Pass Area, South & East Add i t i on , OCS O f f i c i a l 
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Leasing Nap, Louiaiana Nap No. 9A. Those por t ions of Blocka 58 
and 78 between the l i n e one foo t seaward o f the Thi rd 
Supplemental Decree l i n e (404 U.S. 388 (December 20, 1971)) and 
the l i n e three geographical miles seaward o f the F i r s t 
Supplemental Decree l i n e (382 U.S. 288 (December 13, 1965)), 
recorded under Entry No. 68, Conveyance Book 577, Fo l io 837, 
r eco rds of Plaquemines Parish, Louisiana, less and except tha t 
p o r t i o n thereof descr ibed as fo l lows : beginning at a po in t on 
the West l ine of Block 58, South Pass Area, Gulf of Mexico, said 
p o i n t having Lambert Plane Coordinates of X = 2,605,477.93 and Y 
= 72,172.28; thence East to a point having Lambert Plana 
Coordinates of X = 2,608,951.10 and Y • 72,172.28; thence South 
t o a p o i n t i n Block 78 having Lambert Plane Coordinatea of X = 
2,608,951.10 and Y = 63,293.87; thenca Westerly along the arc o f 
a cu rve to the r i g h t w i t h a radius of 18,240.60 f ee t to a po in t 
h a v i n g Lambert Plane Coordinates of X = 2,608,124.06 and Y = 
63 ,288.73; thence N 89° 03' 28" W 2,646.49 f e e t to a po in t on 
the West l ine of Block 78 having Lambert Plane Coordinates of X 
= 2,605,477.93 and Y = 63,332.25; thence North along the West 
l i n e s o f Blocks 78 and 58 to the poin t o f beginning and 
c o n t a i n i n g 707.00 acres ( a l l bearings and coordinates r e f e r to 
the Louisiana Lambert Plane Coordinate System, South Zone). Any 
r i g h t s which Grantor obtains under such an assignment w i l l L 
s u b j e c t to any j o i n t operat ing agreement entered i n to i n 
connec t ion therewith or to any ove r r i d ing r o y a l t y retained 
thereunder by Gulf O i l Corporation and w i l l be f u r t h e r subject 
t o : 

(a) Jo in t Operating Agreement dated e f f e c t i v e as o f 
May 31, 1973, between Chivron U.S.A. Inc . as Operator, Gulf 
O i l Corporation, and Mob. ) O i l Exp lo ra t ion and Producing 
Southeast Inc . , as amended e f f e c t i v e December 3, 1974, 
December 4, 1974, Ju ly 9, 1976, and December 31, 1977. 

NET INTEREST: 26.73610% 
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ANNEX C 

to 

Conveyance and Agreement 
Dated November 18, 1983 

by Kewanee Indus t r i e s , I n c . 
to and w i t h Tech Foundation, Inc . 

AMORTIZATION SCHEDULE 
(S i n Thousands) 

A p p l i c a t i o n App l i ca t i on $160 M i l l i o n Loan 
Period Date * (Primary Sum) 

a 4 1983 —rm— $ nntflu 
Q 1 1984 5/84 12,150 
Q 2 1984 8/84 12,150 
Q 3 1984 11/84 12,150 
Q 4 1984 2/85 12,150 
Q 1 1985 5/85 11,700 
Q 2 1985 8/85 11,700 
Q 3 1985 11/85 11,700 
Q 4 1985 2/86 11,700 
Q 1 1986 5/86 9,700 
Q 2 1986 8/86 9,700 
Q 3 1986 11/86 9,700 
Q 4 1986 2/87 9,700 
Q 1 1987 5/87 7,700 
Q 2 1987 8/87 7,700 

$16-6,006 

*The Application Date for each Application Period i s 
the f i r s t Business Day after the ninth calenuar day 
of the indicated month. 



COLLATERAL MORTGAGE * 
PLEDGE AND ASSIGNMENT * 

BY TECH FOUNDATION, I N C . * 

* 
* 

f •. 

UNITED STATES^OP-AMERICA 

STATE OF TEXAS 

COUNTY OF DALLAS 

1 . BE I T KNOWN, thac on t h i s 18 th day o f November 
1 9 8 3 , 

2. BEFORE ME, the unders igned No ta ry P u b l i c d u l y 
commissioned and q u a l i f i e d i n and f o r t he S t a t e and County 
a f o r e s a i d , t h e r e i n r e s i d i n g , and i n t h e p r e sence o f t h e 
w i t n e s s e s h e r e i n a f t e r named and u n d e r s i g n e d , p e r s o n a l l y came 
and appeared: 

TECH FOUNDATION, I N C . , a n o n p r o f i t c o r 
p o r a t i o n e x i s t i n g and d u l y c r e a t e d under t h e 
laws of L o u i s i a n a , h e r e i n a f t e r sometimes c a l l e d 
the " M o r t g a g o r " , h e r e i n r e p r e s e n t e d and a c t i n g 
by and t h r o u g h J o h n E . M a x w e l l , i t s V i c e 
P res iden t , d u l y a u t h o r i z e d by r e s o l u t i o n o f the 
Board o f D i r e c t o r s and o f the members o f 
Mortgagor, a c e r t i f i e d copy o f wh ich i s a t t ached 
hereto as Annex A and made p a r t h e r e o f , 

who dec la red un to me, s a i d Notary P u b l i c , i n the presence 
o f s a i d wi tnesses t h a t Mortgagor d e s i r e s t o secure funds 
f r o m any person, f i r m o r c o r p o r a t i o n w i l l i n g t o loan the 
same, and f o r such pu rpose , sa id Mor tgagor does by these 
p r e s e n t s declare and acknowledge a deb t i n the sum o f Four 
H u n d r e d M i l l i o n ~nd No/100 (U .S . ) ( $400 ,000 ,000 .00 ) D o l l a r s , 
a n d , t o evidence such indebtedness , has executed under da te 
o f these presents one c e r t a i n p r o m i s s o r y note ( t h e " C o l 
l a t e r a l Note") f o r t h e s a i d sum Four Hundred M i l l i o n and 
N o / 1 0 0 (U.S . ) ($400 , J00 ,000.00) D o l l a r s , made payable t o the 
o r d e r o f Bearer , due on demend a t che o f f i c e s o f Bankers 
T r u s t Company a t One Banker s T r u s t P l a z a , New Y o r k , New 
Y o r k , which C o l l a t e r a l Note s t i p u l a t e s t o bear i n t e r e s t at 
t h e r a t e of t w e n t y p e r c e n t (20%) per annum frora i t s date 
u n t i l p a i d , payable on demand, which C o l l a t e r i . i c t e , a f t e r 
h a v i n g been paraphed "Ne V a r i e t u r " by me. Nota ry P u b l i c , f o r 
i n d e n t i f i c a t i o n h e r e w i t h , was d e i i v e r e c ~> Mor tgagor , who 
acknowledges the r e c e i p t t h e r e o f . 
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3. S a i d M o r t g a g o r f u r t h e r d e c l a r e s t h a t s a i d 
C o l l a t e r a l Note w i l l be n e g o t i a t e d f o r t h e p u r p o s e o f 
r a i s i n g funds as h e r e t o f o r e s t a t e d , and s a i d Mortgagor does , 
b y t hese p r e s e n t s , a c k n o w l e d g e t o be i n d e b t e d u n t o any 
f u t u r e holder o r h o l d e r s o f the C o l l a t e r a l Note i n the f u l l 
amount t h e r e o f , t o g e t h e r w i t h i n t e r e s t , a t t o r n e y ' s f e e s , 
i n s u r a n c e premiums, t a x e s and c o s t s , i f any shou ld a c c r u e . 

4 . And n o w , i n o r d e r t o s e c u r e M o r t g a g o r ' s 
o b l i g a t i o n s , which s h a l l i n c l u d e the f u l l due and p u n c t u a l 
payment of the above d e s c r i b e d C o l l a t e r a l No te , i n p r i n c i p a l 
a n d i n t e r e s t , as w e l l as a l l c o s t s , t a x e s , a s s e s s m e n t s , 
c h a r g e s , insurance premiums and a t t o r n e y ' s f ees i n c u r r e d o r 
p a i d hereunder, and t h e f a i t h f u l observance and per formance 
o f a l l o f the o b l i g a t i o n s , agreements, covenants and s t i p u 
l a t i o n s here in c o n t a i n e d ( a l l o f t he f o r e g o i n g , t he " M o r t 
g a g o r ' s O b l i g a t i o n s " ) , t h e s a i d M o r t g a g o r d e c l a r e s t h a t 
M o r t g a g o r does by t h e s e p r e s e n t s , s p e c i a l l y m o r t g a g e , 
p l e d g e , hypothecate and g r a n t a l i e n and s e c u r i t y i n t e r e s t 
u n t o and i n f a v o r o f t h e Mortgagee h e r e i n a f t e r named and any 
f u t u r e holder ;-»r h o l d e r s o f sa id C o l l a t e r a l Note , whether 
t h e same be he ld as an o r i g i n a l o b l i g a t i o n o r i n p l edge , and 
s a i d Mortgagor b e i n g bound t o w a r r a n t and defend the r i g h t 
t o so mortgage, p l e d g e and hypo theca te and g r a n t a l i e n and 
s e c u r i t y i n t e r e s t upon such p r o p e r t y , a l l and s i n g u l a r the 
f o l l o w i n g descr ibed p r o p e r t y , t o - w i t : 

DESCRIPTION OF PROPERTY 

5. A l l o f t h e i n t e r e s t o f Mor tgagor i n and t o the 
f o l l o w i n g desc r ibed p r o p e r t y : 

(a) t h e P r o d u c t i o n Payment i n c l u d i n g a l l o f 
t h e Mor tgagor ' s i n t e r e s t i n the PP Hydrocarbons which 
a c c r u e from and a f t e r 7 :00 a.m. ( L o u i s i a n a t ime) October 1 , 
1983, as those terms a r e d e f i n e d and d e s c r i b e d i n t h a t 
c e r t a i n Conveyance and Agreement , da ted as o f November 18, 
1^8 3, f rom Kewanee I n d u s t r i e s , I n c . ("Kewanee") t o the 
Mor tgago r (said Conveyance and Agreement be ing h e r e i n c a l l e d 
t h e "Conveyance", s a i d P r o d u c t i o n Payment, as so d e f i n e d and 
d e s c r i b e d , being h e r e i n c a l l e d the " P r o d u c t i o n Payment" and 
s a i d PP Hydrocarbons, as so d e f i n e d and d e s c r i b e d , be ing 
h e r e i n c a l l e d the "PP Hydrocarbons") r e c o r d e d i n Conveyance 
Book , f o l i o , under E n t r y No. , 
r e c o r d s of Plaquemines P a r i s h , L o u i s i a n a , under Ent ry No. 

, records o f J e f f e r s o n P a r i s h , L o u i s i a n a , and 
u n d e r Entry No. , records o f L a f o u r c h e P a r i s h , 
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Louisiana, and on f i l e in the records of the Ur:.--d States 
Department of I n t e r i o r , Minerals Management S e r . i c e , 3301 
North Causeway B l v d . , Meta i r i e , Louisiana 70002, said Pro
duction Payment being carved out o f and a f f e c t i n g Kewanee's 
i n t e r e s t s i n and t o the f o l l o w i n g d e s c r i b e ; O i l and Gas 
Leases of Submerged Lands from the United Stat.es of America, 
as Lessor, numbered ( 1 ) , (6) and (7) below, and upon the 
consummation o f the "Second Conveyance", d e f i n e d i n the 
above i d e n t i f i e d Conveyance, being carved out o f and a f f e c t 
ing Kewanee's i n t e r e s t s in and to the f o i i o w i n g described 
leases numbered ( 2 ) , ( 3 ) , (4) and (5) below: 

(1) Lease dated e f f e c t i v e June 1 , 1962, Se r i a l 
No. OCS-G 1101, t o G u l f O i l C o r p o r a t i o n , 
as Lessee, covering a l l of Block 117, West 
D e l t a Area , South A d d i t i o n , as shown on 
o f f i c i a l leasing map, Louisiana Map No. 8A, 
recorded in Conveyance Book 577, f o l i o 853, 
under Entry No. 72, records of Plaquemines 
P a r i s h , Louisiana, under Entry No. 83-42927, 
records of J e f f e r son Parish, Louisiana and 
under Entry No. 592505, records o f Lafourche 
P a r i s h , Louisiana; 

(2) Lease dated e f f e c t i v e November 1 , 1972, 
S e r i a l No. OCS-G 2181, to Gulf O i l Corpora
t i o n , Mobil O i l Corporat ion and Chevron O i l 
Company, as Lessees, covering Blocks 56 and 
57.. t h a t p o r t i o n which i s more than three 
g e o g r a p h i c a l m i l e s seaward f rom the l i n e s 
described in paragraph 1 o , : ':he Supplemental 
Decree o f the U.S . Supr- Court entered 
December 13, 1965, i n the v .o . v. Louisiana 
No. 9 O r i g i n a l (382 U.S. 238) , South Pass 
A r e a as shown on o f f i c i a l l e a s i n g map, 
Louis iana Map No. 9, recorded in Conveyance 
Book 577, f o l i o 860, under En t ry No. 74, 
records of Plaquemines Parish, Louisiana; 

(3) Lease dated e f f e c t i v e November 1 , 1972, 
S e r i a l No. OCS-G 2184, to Gulf O i l Corpora
t i o n , Mcbil O i l Corporat ion and Chevron O i l 
Company, as r.esstes, covering Block 77, that 
p o r t i o n which is more than three geographical 
mi l e : : seaward f rom the l i n e descr ibed i n 
paragraph 1 of the Supplemental Decree of the 
U.S. Supreme Court entered December 13, 1965, 
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i n the U.S. v. Louisiana No. 9 O r i g i n a l (382) 
U.S. 288) , South Pass Area, South ' East 
A d d i t i o n , as shown on o f f i c i a l leasing map, 
Louisiana Nap No. 9A, recorded i n conveyance 
Book 577, f o l i o 855, under En t ry No. 73, 
records of Plaquemines Par ish, Louisiana; 

(4) Lease dated e f f e c t i v e December 1 , 1974, 
S e r i a l No. OCS-G 2940, t o Chevron O i l 
Company, Mob i l O i l C o r p o r a t i o n and Gu l f 
O i l Corporat ion, as Lessees, covering Block 
57, South Pass Area , OCS O f f i c i a l Leasing 
Map, Louisiana Map No. S and Block 77, South 
Pass Area-South & East A d d i t i o n , OCS O f f i c i a l 
Leasing Map, L o u i s i a n a Map No. 9A. That 
p o r t i o n of Block 57 between the l i n e one foo t 
seaward of the T h i r d Supplemental Decree Line 
(404 U.S. 388 (December 20, 1971)) , and the 
l i n o three geographical miles seaward of the 
F i r s t Supplemental Decree Line (382 U.S. 288 
(December 13, 1 9 6 5 ) ) , and t h a t p o r t i o n o f 
Block 77 less than three geographical miles 
seaward of the F i r s t Supplemental Decree Line 
(382 U.S. 288 (December 13, 1965)), recorded 
i n Conveyance Book 577, f o l i o 843, under 
Entry No. 69, records of Plaquemines Par ish, 
Louisiana; 

(5) Lease dated e f f e c t i v e December 1 , 1974, 
S e r i a l No. OCS-G 2941, to Chevron O i l Com
pany, Mobi l O i l C o r p o r a t i o n and Gu l f O i l 
C o r p o r a t i o n , as Lessees, cover ing Block 
58. South Pass Ar e a , OCS O f f i c i a l Leasing 
Map, L o u i s i a n a , Map No. 9, and Block 8, 
South Pass Area, South & East A d d i t i o n , OCS 
O f f i c i a l Leasing Map, Louisiana Map No. 9A. 
Those port ions o f Blocks 58 and 78 between 
t h e l i n e one f o o t seaward o f T h i r d 
S u p p l e m e n t a l Decree L i n e (40 . 388 
(December 20, 1 9 7 1 ) ) , and the ~ th ree 
geograph ica l m i l e s seaward o f the F i r s t 
S u p p l e m e n t a l Decree L i n e (382 U . S . 288 
(December 13, 1965)) , recorded i n Conveyance 
Book 577 , f o l i o 837 , under En t ry No. 68, 
records of Plaquemines P a r i s h , Lou 3iana , 
l ess and except t h a t p o r t i o n t he reo f de
scribed as f o l l o w s : beginning at a pc . * on 
the west l i n e o f Rlock 58, South Pass Area, 
G u l f of Mexico , s a id p o i n t having L a r o e r t 
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Plane Coordinates o f X-2 ,605 , 477 .93 and 
Y-72,172.28; thence East to a point having 
Lambert Plane Coordinates of X-2,608,951.10 
and Y-72, 172.28; thence South to a poin t i n 
B lock 78 having Lambert Plane Coordinates 
of X-2 ,608,951.10 and Y-63 ,293 .87 ; thence 
w e s t e r l y along the arc o f a curve to the 
r i g h t w i t h a radius of 18,240.60 f ee t to a 
p o i n t having Lambert Plane Coordinates o f 
X-2,608,124.06 and Y-63,288.73; thence N 89* 
03* 2 1 " W 2 ,6*6 .49 f e e t t o a poin t , on 
tne west l i n e of Block 78 having Lambert 
Plane Coordinates o f X-2 ,605,477.93 anO 
Y - 6 3 , 3 3 2 . 2 5 ; thence N o r t h along the west 
l i n e s o f Blocks 78 and 58 t o the p o i n t o f 
beginning and containing 707.00 acres ( a l l 
bearings ar.d coordinates r e f e r to the L o u i s i 
ana Lambert Plane Coordinate System, South 
Zone). 

(6) Lease dated e f f e c t i v e February 1 , 1974 
S e r i a l No. OCS-G 2444, t c Gulf O i l Corpora 
t i o n and Tenneco O i l Company, as Lessees, 
covering A l l of Block N 667 E 69 Mobile South 
No. 1 Area , O f f i c i a l Leasing Map, Mobi le 
South No. l-NH-16-7, recorded in Conveyance 
Book 418, f o l i o 744, under Ent ry No. 144, 
records of Plaquemines Par ish , Louisiana, and 
by amendment dated e f f e c t i v e September 1 , 
1977 the descr ip t ion of the leased premises 
was changed to A l l of Block 899, Viosca Knol l 
Area, as shown on OCS O f f i c i a l P ro t rac t ion 
Diagram NH 16-7, recorded in Conveyance Book 
577, f o l i o 849, under Entry I 'o. 70, records 
o f P l a q u e m i n e s P a r i s h , L o u i s i a n a * 

(7) Lease dated e f f e c t i v e February 1 , 1974, 
S e r i a l No. OCS-G 2445, to Gulf O i l Corpora
t i o n , Texaco Inc. and Tenneco O i l Company, as 
Lessees, covering A l l o f Block N 667 E 70 
Mobi l e South No. 1 Area , O f f i c i a l Leasino 
Map, Mobile South No. l -NH-16-7, recorded in 
Conveyance Book 418, f o l i o 750, under Entry 

M S , records o f Plaquemines P a r i s h , 
.ana, and by amendment dated e f f e c t i v e 
mber 1 , 1977 the d e s c r i p t i o n o f the 

l eaded premises was changed t o A l l o f 
Block 900, Viosca Knol l Area, as shown on OCS 
O f f i c i a l Prot rac t ion Diagram NH 16-7, recor-
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ded in Conveyance Book 577, fo l io 851, 
under Entry No. 71, recorda of Plaquemine 
Parish, Louisiana; 

(b) a l l r i g h t s , t i t l e s , i n t e r e s t , e s tates , 
remedies, powers and privileges vested in the Mortgagor 
es ths owner of the Production Payment or which the Mortga
gor now has or may become entitled to under or by virtue 
of the terms and provisions of the Conveyance; 

the Production Payment, the PP Hydrocarbon: and the proceeds 
thereof and a l l such rights, t i t l e s , interest , estates, 
remedies, powers and privileges vested in the Mortgagor 
being herein collectively called the "Mortgaged Property". 

Kewanee's' interest in the Oi l and Gas Leases 
i d e n t i f i e d above were or may hereafter be acquired by 
subleases from Gulf Oil Corporation, as follows: 

(i) as to Lease numbered (1) above ( S e r i a l 
No. OCS-G 1101) oy instrument dated effective 

, 1983, on f i l e in the records 
of the United States Departmeit of Interior, 
Minerals Manaqement Service, 3301 North 
:auseway Blvd., Metairie, Louisiana 70002, 
and recorded in Conveyance Book , 
folio , under Encry No. , 
records" c l Plaquemines Parish, Lou is iana, 
under Entry No. , records of 
Jefferson Parish, Louisiana and under Entry 
No. , records of Lafourche Parish, 
Louisiana; 

( i i ) as to Lease numbered (2* above ( S e r i a l 
No. OCS-G 2181) by instrument dated effective 

_ , on f i l e in 
tne record's o f the United" States Department 
of I n t e r i o r , Minerals Management Service, 
3301 North Causeway Dlvd., Metairie, Louisi
ana 70002, and recorded in Conveyance Book 

, folio , under i:>try 
No. _ , records of Plaquemines Par.t'h, 
Lou is Tana; 

( i i i ) as to Lease numbered (3) above (Serial No. 
OCS-G 2184) by instrument dated effective 
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, on f i l e in the 
records of tlie United States Department of 
I n t e r i o r , Minerals Management Service , 
3301 North Causeway Blvd., Hetairie, Louisi
ana 70002, and recorded in Conveyance Book 

, folio , under Entry No. 
, records oi Plaquemines Parish, 

Louisiana; 

(iv) as to Lease numbered (4) above ( S e r i a l 
No. OCS-G 2940) by instrument dated effective 

» on f i l e in the 
records of tns" Unit States Department of 
I n t e r i o r , Minerals Management Service , 
3301 North Causeway Blvd., Metairie, Louisi
ana 70002, and recorded in Conveyance Book 

, folio , under Entry No. 
, records of Plaquemines Parish, 

Louiaiana; 

(v) as to Lease numbered (5) above ( S e r i a l 
No. OCS-G 29 4i) by instrument dated effective 

, on f i l e in the 
records of EEs" United States Departaent of 
I n t e r i o r , Minerals Management Service , 
3301 North Causeway Blvd., Metairie, Louisi
ana 70002, and recorded in Conveyance BOOK 

, folio , under Entry No. 
, records of Plaquemines Parish, 

Louisiana; 

(vi) as to Lease numbered (6) abovs ( S e r i a l 
No. OCS-G 2444) by instrument dated effective 

, 1983, on f i le in 
the records of the United Statea Department 
of I n t e r i o r , Minerals Management Service, 
3301 North Causeway Blvd., Metairie, Louisi
ana 70002, and recorded in Conveyance Book 

, foiio , under Entry No. 
, racords~oc Plaquemines Parish, 

LouYsVi'.na; 

(vii) as to Lease numbered (7) above ( S e r i a l 
No. OCS-G 2445) by instrument dated effective 

, 1983, on f i le in 
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the records of the United States Department 
of I n t e r i o r , Minerals Management S e r v i c e , 
3301 North Causeway B l v d . , Metairie, Louis i 
ana 70002, and recorded in Conveyance Book 

, f o l i o , under Entry No. 
, records of Plaquemines P a r i s h , 

Louis iana. 

6. Mortgagor spec i f i ca l ly covenants and warrants 
that Mortgagor i s the sole owner of f u l l legal aad equitable 
t i t l e to the property above described, free and clear of a l l 
l i e n s , securi ty i n t e r e s t s , p r i v i l e g e s and encumbrances 
except thoss e x i s t i n g unto and in favor of Mortgagee, 
s u b j e c t only to the r igh t s of Kewanee to repurchase the 
Production Payment pursuant to Section 2.9 of the Convey
ance, the right of r e c i s s .on retained by Kewanee pursuant to 
the Purchase Agreement referred to in the Conveyance and the 
matters mentioned herein; that aaid property stands regis
tered in the name of Mortgagor; that there are no taxes due 
and exigible on said property; that Mortgagor has not here
tofore alienated the whole or any part of said property; 
that a l l condK.ons and obligations heretofore required with 
respect to said property have been performed and observed; 
that Mortgagor haa the unlimited and unrestricted right and 
author i ty to mortgage, hypothecate, a f f e c t , assign and 
pledge said property , and to grant a l i e n and s e c u r i t y 
interest thereon, to or for thc t ->efit of Mortgagee without 
the consent of any person or a'itho.ity; and Mortyagor hereby 
warrants and agrees to defend, ana binds Mortgagor's succes
sors and assigns to warrant and defend said property unto 
Mortgagee against the claims of a l l persons whomsoever 
claiming or to claim the same or any part thereof. This 
Col la tera l Mortgage, Pledge and Assignment is made with f u l l 
substitution and subrogation of Mortgagee and any future 
holder or holders of the C o l l a t e r a l Note in and to a l l 
covenants, agreements, remedies and warranties by others 
heretofore given or made with respect to the Mortgaged 
Property. 

7, I t i s the intention of the Mortgagor to in
clude herein a l l interest whatsoever owned by Mortgagor in 
and to, or relating to the Production Payment whether or not 
the aaid interests are correctly desctibod therein. Mort
gagor covenants that i t w i l l , from time to time, upon 
request, duly execute, acknowledge, d e l i v e r , record and f i l e 
a i l such further and additional acts , deeds, instruments and 
assurances and w i l l take a l l such further action as may be 
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necessary or appropr ia te f o r assuring and conf i rming to the 
Mortgages and i n f a v o r o f any and a l l f u t u r e holder o r 
h o l d e r s of. the C o l l a t e r a l Note the p r o p e r t y inc luded or 
intended to be included by the above desc r ip t ions and the 
l i e n , securi ty, mortgage, hypothecation and pledge hereby 
created and intended t o be created, as w e l l as the pledge 
and assiqnment h e r e i n a f t e r contained. 

8. Mortgagor declares tha t t h i s mortgage i s exe
cuted and granted f o r the equal bene f i t and secur i ty of any 
and a l l f u t u r e h o l d e r o r holders o f t he C o l l a t e r a l Note 
a t whatever period or f o r whatever cause the C o l l a t e r a l Note 
may be issued or r e i s sued , fo r any reason whatsoever, and i t 
i s understood and agreed that possession of the C o l l a t e r a l 
Note at any time by the said Mortgagor h e r e i n , s h a l l not i n 
any manner ex t inguish the Co l l a t e r a l Note or t h i s mortgage 
secur ing payment t h e r e o f , but that the saxd Mortgagor s h a l l 
have the r i g h t to issue and reissue the C o l l a t e r a l Note from 
t ime to time as i t s i n t e r e s t or convenience may r equ i r e , 
w i t h o u t in any manner ex t inguish ing or a f f e c t i n g the o b l i g a 
t i o n of said note or the secur i ty of t h i s mortgage. 

9 The above descr ibed p r o p e r t y i s to remain 
s p e c i a l l y mortgaged pledged and hypothecated u n t i l the f u l l 
and f i n a l payment o f the Co l l a t e r a l Note as we l l as any and 
a l l renewals or extensions thereof or o f any part thereof , 
however evidenced, and u n t i l the f u l l performance of and 
compliance with a l l the clauses and s t i p u l a t i o n s of t h i s 
a c t , together wi th a l l cos ts , charges and a t to rney ' s fees as 
he r e in s t ipu la ted , and the said Mortgagor hereby binds and 
o b l i g a t e s i t s e l f and i t s successors and a s s igns , not t o 
s e l l , a l ienate, d e t e r i o r a t e , or encumber the same to the 
p r e j u d i c e o i t h i s a c t . 

10. M o r t g a g o r , f a r i t s e l f , i t s successors and 
assigns, does by these presents agree and s t i p u l a t e tha t 
i t s h a l l be l a w f u l f o r and i t does hereby au thor i ze the 
(mortgagee in the even t o f d e f a u l t i n the payment o f the 
C o l l a t e r a l Note in p r i n c i p a l , i n t e r e s t , a t to rney ' s fees, 
cos t s and other charges or i n the event o f any other d e f a u l t 
by Mortgagor, wi thou t - * k i n g a demand or p u t t i n g i n d e f a u l t , 
a demand and p u t t i n g i n de fau l t being expressly waived, to 
cause a l l and s ingu la r the property hereinabove described to 
be 3eized and sold by executory process, wi thou t appraise
ment (appraisement being hereby expressly waived) e i ther i n 
i t s en t i r e ty or i n l o t s or parcels , as the Mortgagee may 
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determine, to the highest bidder f o r cash, or on such terms 
as p l a i n t i f f i n such proceeding may d i r e c t , Mortgagor f o r 
i t s e l f , i t s successors and ass igns hereby confes s ing 
judgment for the f u l l amount of said note in p r inc ipa ] and 
i n t e r e s t , together wi th a l l costs, a t t o rney ' s fees and a l l 
o ther charges. 

11. Mortgagor hereby expressly waives: (a) the 
b e n e f i t of appraisement as provided f o r in A r t i c l e s 2332, 
2336, 2723 and 2724 of the Louisiana Code of C i v i l Procedure 
and a l l other laws conferr ing the same; (b) the demand and 
chree (3) days' delay accorded by A r t i c l e s 2639 and 2721 of 
the Louisiana Code of C i v i l Procedure; (c) the not ice of 
seizure required by A r t i c l e s 2293 and. 2721 of the Louisiana 
Code of C i v i l Procedure; (d) the b e n e f i t of any other pro
v i s i o n s of A r t i c l e s 2331, 2722 and 2723 of the Louisiana 
Code of C i v i l Procedure; and Mortgagor agrees to the immedi
ate seizure of the property subject hereto in the event of 
s u i t hereon and f u r t n e r Mortgagee and any fu tu r e holder or 
holders of said C o l l a t e r a l Note s h a l l be e n t i t l e a to a l l of 
the r igh ts and remedies provided in Sections 9:2301-4304 of 
the Louisiana Revised Statutes and by A r t i c l e s 197-204 of 
the Louisiana Mineral Code. 

12. In the event of the f a i l u r e of Mortgagor to 
comply with any o f the agreements, warrant ies and covenants 
here in contained or as otherwise provided in the C o l l a t e ' a l 
Note, then and in tha t event, or upon the occurrence of any 
o f those events, the en t i r e unpaid balance on the C o l l a t e r a l 
Note, in p r i n c i p a l , in te res t , a t t o r n e y ' s fees and costs , 
charges and expenses sha l l immediately, at the opt ion of the 
holder of said note , become due and e x i g i b l e , v.-ithout any 
demand, notice or p u t t i n g in defaulv under the terms hereof 
as wel l as under the terms and s t i p u l a t i o n s of the sa-d note 
w i t h which t h i s ac t i s i d e n t i f i e d . Any indulgence or 
ex t ens ion or any de l ay or omiss ion by any ho lder of the 
C o l l a t e r a l Note secured by t h i s mortgage to exercise ?ny 
r i g h t , option or p r i v i l e g e a r i s ing through any d e f a u l t of 
Mortgagor under t h i s mortgage s h a l l not impai r any such 
r i g h t s , options or p r i v i l e g e s nor be construed to cons t i t u t e 
a waiver of such d e f a u l t or acquiescence the re in , nor s h a l l 
any act evidencing forebearance of any holder of said note 
a f f e c t , waive or impair i t s r i g h t , op t ion or p r i v i l e g e in 
respect to any subsequent d e f a u l t . 

13. Mortgagee or any f u t u r e holder or holders of 
the Col la te ra l Note may, at any time and from time to time 
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r e l ea se to the Mortgagor, or his order, '1.1 or any po r t i on 
o f t he funds r e c e i v e d from the Mortgaged Proper ty as 
h e r e i n a f t e r p rov ided f o r , w i thou t i n any way i m p a i r i n g , 
r e l e a s i n g or discharging the p r i v i l e g e and secur i ty of t h i s 
mortgage and th« pledge ?nd assignment he re ina f t e r provided 
f o i : , or a f fec t ing thc v a l i d i t y thereof . 

14. (a) Mortgagor f u r t h e r dec l a re s and agrees 
t h a t i r order to f u r t h e r secure c.h« payment of the a fo re 
s a i d note in p r i n c i p a l and I n t e r s * . , t oge the r w i t h a l l 
charges , at torney's fees and other sums secured hereby, i t 
does by these presents t rans fe r , assign, convey, pledge, 
and d e l i v e r unto the Mortgagee f o r the b e n e f i t of Mortgagee 
o r any f u t u r e h o l d e r o r holders o f the C o l l a t e r a l Note 
(Mortgagee being hereby designated as agent f o r any such 
h o l d e r or holders; ( i ) a l l the Mortgagor's in te res t in the 
PP Hydrocarbons, together wi th a l l proceeds derived from the 
s a l e o f such Hydrocarbons, including a l l monies due and to 
become due under any sales c o n t r a c t s r e l a t i n g t h e r e t o , 
( i i ) a l l of the Mortgagor 's r igh ts to receive pursuant to 
c l ause (c) of Section 5.1 of the Conveyance, the proceeds 
d e r i v e d from the sale o f Subject Hydrocarbons (as def ined i n 
the Conveyance) o ther than PP Hydrocarbons (subject to the 
l i m i t a t i o n s and cond i t ions set f o r t h t h e r e i n ) , ( i i i ) a l l the 
Mor tgagor ' s in te res t i n any payments applied to tne d i s 
charge ot the Production Payment pursuant to the provis ions 
of Sect ion 2.7 of the Conveyance, ( i v ) any and a l l amounts 
of Taxes and out o f pocket expenses, plus in t e res t at the 
Base Rate, as those terms are used and def ined in the Con
veyance, reimbursable to Mortgagor by the Grantor of said 
Conveyance pursuant to subsection (c) and (d) of Section 2.5 
of the Conveyance and (v) any and a l l amounts payable to 
Mortgagor by the Grantor of said Conveyance i f the opt ion to 
r epurchase a l l or any p a r t of the P roduc t i on Payment i s 
exerc i seo pursuant to Section 2.9 of the Conveyance. Mort
gagee, through i t s o f f i c e r or agent, s h a l l be and is hereby 
f u l l y authorised and empowered, while t h i s mortgage is in 
f o r c e and whether or not Mor tgagor ' s O b l i g a t i o n s be i n 
d e f a u l t , to co l l e c t a " I of tht proceeds of thc in te res t s so 
ass igned , to sign t r a n s f e r orders and d i v i s i o n orders i n 
o r d e r to secure the proceeds therefrom and/or to s e l l such 
o i l , oas or other minerals and to apply the whole or any 
p a r t o f the proceeds thereof , less the cost of c o l l e c t i n g 
and handling same, to the discharge cr any claims which have 
been i ncu r r ed , hav ing p r i o r or concu r r en t l i e n to t h i s 
mortgage and to the payment of f i r s t , a l l costs and charges 
h e r e i n provided f o r , secondly, any i n t e r e s t then due and. 
t h i r d l y , the p r i n c i p a l of the C o l l a t e r a l Note secured 
he reby . 
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(b) Mortgagor hereby agrees and binds i t s e l f to 
promptly execute, w i t h a l l d ispatch, and de l ive r to Mortga
gee any and a l l t r a n s f e r orders or other instruments as may 
be necessary or requi red by any person, f i r m or cucporation 
running and/or purchasing o i l or other l i q u i d hydrocarbons 
sub jec t to the Product ion Payment, before making de l ive ry or 
payment thereof to the Mortgagee, which said t r ans fe r orders 
s h a l l be made e f f e c t i v e wi th the f i r s t runt from said prop
e r t y . 

(c) I n no event s h a l l the Mortgagee be required 
o r ca l l ed upon t o execute ot s ign any t r a n s f e r o r d e r , 
d i v i s i o n order or other instrument concaining or embodying 
any covenants or warran t ies , expressed or impl ied , or any 
indemni ty agreements b ind ing upon o r on the p a r t o f the 
Mortgagee or any holder of the Col la te ra Note. Subject to 
the Conveyance and e x i s t i n g c o n t r r c t s , Mortgagor w i l l not 
p e r m i t any person t o purchase or take o i l , gas or o t h e r 
minerals a t t r i b u t a b l e to the Mortgaged Property who refuses 
o r f a i l s to operate under t r ans fe r order , d i v i s i o n order or 
agreements or o ther instruments whicr are upon terms and 
condi t ions , p rov i s ions and warrant ies , acceptable to Mort
gagee but i t i s understood that standard d i v i s i o n orders i n 
t he form used by major o i l companies but c o n t a i n i n g nc 
warranties on the pa r t of Mortgagee s h a l l be acceptable. 

15. The Mortgagee s h a l l be under no l i a b i l i t y 
o r r e s p o n s i b i l i t y f o r , nor s h a l l the l i e n and s e c u r i t y 
he reo f be i n any way a f f e c t e d by reason o f , Mortgagee 's 
f a i l u r e or i n a b i l i t y to c o l l e c t any proceeds from o i l , 
gas or ^ther minera ls a t t r i b u t a b l e to the above described 
proper ty; nor s u a l l the receipt of any monies, inc luding but 
not l imi ted to monies received oy v i r t u e of any o i l , gas 
and/or mineral assignment for the C o l l a t e r a l Note, in any 
manner change or a l t e r i n any respect the ob l iga t ions of the 
Mortgagor wi th respect to the said note or the matur i ty o f 
e i t h e r p r i n c i p a l or i n t e r e s t thereon, but said note s h s ' l be 
and continue *s a v a l i d and subs is t ing o b l i g a t i o n , suoject 
t o any c r»J \ lade thereon, i r accordance wi th the terms 
thereof , a"'' 1 be due and payable s t r i c t l y according to 
i t s t f .©J a.) c t s ; nor sha l l the release of any other 
secu- ty or cy fo r the payment of Mortgagor's O b l i 
gate : S' , i>.reby, in any way a l t e r , vary or d iminish 
t i i e tore t ' f e c t or l i e n of t h i s ins t rument or *..y 
renewa' -iF; r. thereof or of the C o l l a t e r a l Note, and 
the i l w 'w 11 continue as to a l l of the remaining 
rvopert abc -8>.» bed, not expressly released, u n t i l a l l 
o f Mortgagor - JDl , t ions hereby secured are f u l l y paid and 
discharged. 
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16. No pipel ine company, or other person or cor
poration purchasing, handling or receiving the o i l , gas or 
o t h e r minerals a t t r i b u t a b l e to the Mortgaged Property 
hereinabove described, or the proceeds thereof, shal l ever 
be required to see to the proper application by Mortgagee of 
such proceeds, and payment of such proceeds to the Mortgagee 
by such pipel ine company or other person or corporation 
rece iv ing, handling or purchasing said o i l , gas or other 
minerals shall operate as a f u l l and f i n a l discharge of a l l 
l i a b i l i t y of such p i p e l i n e company or other person or 
corporation in the premises. 

17. In case of breach of any condition or default 
i n the performance of any obl igat ion contained in t h i s 
mortgage or demand on the Col lateral Note, the Mortgagee 
s h a i l have the r i g h t to the same extent as granted to 
Mortgagor in the Conveyance and subject to the same l i m i 
tat ions and conditions therein set forth , to take over the 
operation of the leases subject to the Production Payment or 
to otherwise enforce any and a l l r ights , t i t l e s , interests , 
e s t a t e s , remedies, powers snd p r i v i l e g e s vested in the 
Mortgagor as the owner of the Production Payment or which 
che Mortgagor i s ent i t l ed to under or by virtue of the terms 
and provisions of the Conveyance. The Mortgagee may retain 
the share of production attributable to the property mort
gaged and apply same to the discharge of Mortgagor's Obliga
t i o n s . The rights afforded che Mortgagee hereunder may be 
enforced by writ of sequestration and sha l l be in addition 
to a l l other r ights available to Mortgagee as herein set 
for th or by operation of law. Mortgagee, i t s agents, re 
presentatives, rece ivers , assigns or nominees may be ap
pointed keeper of a l l properties so sequestered. Anything 
herein contained to tbe contrary notwithstanding, Mortgagee 
s h a l l not be required to collect the share of the production 
attributed to the property mortgaged, nor any other pro
ceeds, or be l i a b l e for fa i lure to do so, nor shal l Mort
gagee be l iable for any act or acts done in the performance 
of powers granted hereby. The holder or holders of the 
C o l l a t e r a l Note are hereby authorized and empowered to name 
the keeper, i f any, to be appointed pursuant to Louisiana 
Revised Statutes, T i t l e 9, Sections 5131 et seq. at the time 
of the seizure of the Mortgaged Property or any part thereof 
as an incident to an act ion for the recognit ion or the 
enforcement of t h i s mortgage, and th« provis ions of the 
c i t e d rtatutes s h a l l gover'. with respect to the appointment, 
powers, duties and compensation of such keeper. The holder 
or holders of the C o l l a t e r a l Note may name as such keeper 
any person, firm or corporation, including, without l i m i 
t a t i o n , i t se l f 
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18. Mortgagee, or any future holder or holders 
of the Col la tera l Note, may transfer , negotiate, pledge or 
otherwise dispose of the Co l la tera l Note or any interest 
there in , and should any person pay sa id note and become 
subrogated to the r ights and c la ims of the Mortgagee, 
then in either of sa id events, the Mortgagee shal l have the 
right to transfer or pledge to the transferee, pledgee or 
subrogee of the C o l l a t e r a l Note, as the case may be, as 
security for the payment of the C o l l a t e r a l Note, a l l or part 
of the rights herein mortgaged., pledged and assigned to the 
Mortgagee, but no such transfer or pledge shal l have the 
ef fect of enlarging the obligations or prejudicing any of 
the rights of the Mortgagor under th i s act or the Col la tera l 
Note. 

19. T h i s instrument i s in a l l respects to be 
construed as a s p e c i a l mortgage, hypothecation, pledge and 
confession of judgment under the law of the State of L o u i s i 
ana by said Mortgagor in favor of said Mortgagee and any 
future holder or holders of the Co l la tera l Note to secure 
the payment of the p r i n c i p a l and i n t e r e s t of the the 
Col lateral Note, and also to secure the performance of a l l 
of the other of Mortgagor's Obligations herein contained, 
such other Mortgagor's Obl igat ions not to exceed f i f t y 
percent (50%) of the principal amount of the above described 
note, and this instrument shal l be governed by and construed 
and interpreted in accordance with the law of the State of 
Louisiana. 

20. I f any provision hereof is invalid or unen
forceable, the other provisions hereof shal l remain in f u l l 
force and e f f e c t , and che remaining provisions hereof shell 
be l iberal ly construed in favor of the holder or holders of 
the the C o l l a t e r a l Note to e f f e c t u a t e the provis ions 
hereof. 

11 . The parties hereto waive the production of 
any mortgege, conveyance and tax c e r t i f i c a t e s and agree to 
hold the undersigned notary harmless in the premises. 

22. And now unto these presents came and appeared 
Wesley V. Adams appearing herein as Mortgagee with a l l the 
r ights , benefits and privileges herein granted to Mortgagee, 
and, on behalf of himself and any future holder or holders 
of said note, hereby accepts this Act of Mortgage. 
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2J . VHUS DONE AND PASSED, i n m u l t i p l e o r i g i 
na ls , in my o f f i c e i n Dal las , Texas, on the day, month, and 
year f i r s t above w r i t t e n i . \ the presence of John M. Buley, 
J r . and John W. Rait; cc« oetent witnesses, who hereunto sign 
t h e i r names w i t h the said appearers and me, Notary Publ ic , 
a f t e r reading o f the whole. 

WITNESSES TO ALL SIGNATURES TECH FOUNDATION, INC. 

By: 11 
I t s : V i c e P r e s i d e n t 
v Mortgagor 

WESLEY W. ADAMS 

& Mortgagee 

NOTARY PUBLIC 

GLLNDA G. D.J 'CAN, Nourv Publie 
State c Texas 

My Commijiion Expires 9-20-85 



CERTIFICATE OF RESOLUTIONS OF THE 
BOARD OF DIRECTORS AND THI MEMBERS or TECH FOUNDATION, ii'.C . 

I , th« underaigntd Robert C . J i m , A s s i s t « r . 
Storetary-Treaaurer of Ttch Foundation, I n c . , a non-profit 
corporation created and emitting under the lawa of L o u u l -
ana, hereby c e r t i f y that the following is a true and correct. ... 
copy of the resolutions adopted by the Directors > of said'-c-•' 
corporation as of the 18th day of November, 1983, and th/.t 
tde action taken has not been rescinded or modified in any 
mannert 

RESOLVED, that John E . Maxwell, a Vice President 
of this corporation,, be and he l s hereby •< horised, em-
powersd and d i r e c t e d , ln the name ar.d on behalf of t h i t 
corporation to exocute a note or notea, and/or other docu
ments whereby th i s corporation may borrow up to Four Hundred 
Million Dollars (1400,000,000) from any persons, firms or 
corporations or any other lender approved by such o f f i c e r , 
the terms and conditions of such note or notes, and/or other 
documents to be within the sol* d i s c r e t i o n of the sa id 
of f icer . 

RESOLVED FURTHER, that acting in such capacity, 
said of f icer i s hereby authorised, empowered and directed to 
execute, in the name ard on behalf of this corporation, a 
C o l l a t e r a l Mortgage Note In the p r i n c i p a l sum of Four 
Hundred Mill ion and no ($4ro,000,00.00) Dollars made payable 
to tht order of Bearer, due on demand, bearing interest at 
the rata of twenty (201) percent pet annum from i t s date 
until paid, payable on demand, and containing auch other 
terms and conditions as the said o f f i cer may deem necessary, 
advisable or propor; and tht said o f f i c e r i s further author
ised, empowered and directed to execute, in the name and on 
behalf of thia corporation, an authtntic act of Co l la tera l 
Mortgage, Pltdgt and Assignment to secure said Co l la tera l 
Mortgagt Nott, which act of Col la tera l Mortgage may contain 
a confession of judgment, waivtr of appraisal , and the pact 
dt non i l ltnando, as wall as such additional ttrms, condi-
tions, st ipulatIons and provisions as tht said o f f i c t r may 
dttm proptr to incorporate; and tht said mortgagt s h a l l 
inurt to tht b t n t f i t of any present or future holder or 
holders of said C o l l a t t r a l Mortgagt Nott, and sha l l mortgagt 
and hypothtcatt as security for said C o l l a t t r a l Mortgage 
Nott tht property hereinafttr dtscribed, to-wit: 
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All of the interest of thie corporation in end to 
the Production Payment and Production Payment Hydrocarbons, 
and the proceeds thereof, as described ln the Convoyance and 
Agreement, dated as of November 18, 1983, between this cor
poration snd Kewanee Industries , I n c . , together with an as
signment of production runs attributable thereto and such 
o t h e r properties r e l a t e d thereto as sa id o f f i c e r in h i s 
d i s c r e t i o n aay deem appropriate. 

RESOLVED FURTHER, that said o f f i c e r be, and he i s 
hereby authorised, empowered and directed to pledge, pawn, 
hypothecate and d e l i v e r unto the aaid persons, f irms or 
corporations under such terms and conditions as he may deem 
necessary and a d v i s a b l e , the above described C o l l a t e r a l 
Mos/tgage Note, to serve as secur i ty for the present and 
fu ture indebtedness of this corporation to the said persons, 
f i rms or corporations. 

I further c e r t i f y that a l l of the resolutions set 
out above arc in f u l l force aid e f f ec t , that said resolu
t i o n s have bee.n entered in the Minute Book of the corpora
t i o n ; and that the said resolutions aie f u l l y authorized by 
and not inconsistent with the Cer t i f i ca te of Incorporation, 
By-Laws or any exis t ing resolutions of the corporation and 
the lawn of the State of Louisiana. 

IN WITNESS WHEREOF, I have hereunto set my hand 
and af f ixed the seal of Tech Foundation, I n c . , this 18th day 
of November, 1983. 

c 
u Robert G . James , A s s i s t a n t 

Secretary-Treasurer 

I CERTIFY THAT A COPY OF THESE RESOLUTIONS, CERTIFIED BY 
THE SECRETARY OF TECH FOUNDATION, INC. IS ATTACHED TO AN 
ACT OF COLLATERAL MORTGAGE, PLEDGE AND ASSIGNMENT, EXECUTED 
BY SAID CORPORATION BEFORE ME, NOTARY, THIS 18TH DAY OF 
NOVEMBER, 1983. 

NOTARY PUBL 
GLINDA G. DUNCAN. Noiary Public 

Slate of Texas 

My Commission Expires 9-20-85 


